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I. Purpose of the Guide / —. f8ERIB /K (BHEANR . JRETD

A. SEP Issues and Background / A. SEP [0 A1 &

(Changes in Relation to Standards and Patents) / (FTFprERIEFIHIE]L)

The Guide to Licensing Negotiations involving Standard Essential Patents (“this
Guide”) aims to enhance transparency and predictability, facilitate negotiations
between rights holders and implementers, and help prevent or quickly resolve disputes
concerning the licensing of standard essential patents (“SEPs”), which are the patents
essential in implementing standards in the field of wireless communications and the
like.

W RARAE L E LR VFRTRFITR S C“ARIRR 7 ) B RS = id U AT ] F
P, ARt MBI S it 2 18] Rk ), I35 Bh 38T BRI ffe o SR bt o B
A C “SEPs™) VFRI B, X8R 3 R 7R O 4 8 15 S5 U SE Tt AR HE BT 4 15
LA,

While a patent granting exclusive rights to a technology as compensation for
disclosing an invention and a standard designed to spread a technology as widely as
possible both help to promote innovation, the seeming contradiction between them
also often gives rise to tension. That tension first became evident in the 1990s when
telecommunications technologies started shifting to digital formats, accompanied by a
trend toward standardizing the latest technologies even while protecting them with
patents, resulting in SEP disputes.

VBN IF R I BIAMES T BRI FHABRZ LA ], BibfoRRAIae 2
W fe 2 Thnd ], #RXRBEEUE A Frocik, Bk [RA ] 5 [k ] HROrE,
EPIE A M EAAAERR KR B 1990 FERBE BRI ALk, X
PR SRR R ITAE I, LR OR I BB SR I [R] IR (643 e W B R b AL ” 31X —
B FHE AR SEP 5L

With respect to SEP disputes, two issues which many are concerned about are
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“hold-up” and “hold-out,” and there is controversy between rights holders and
implementers over which of the two is more serious.
KT SEP G+, VF 2 ARO[ P A 1] 8 " B HF (hold-up)" A1 " J 4] B FF
(hold-out) ", MEFIBNFISLtE S B LKA, P )8 — A5
HEAAEF

“Hold-up” is a situation whereby businesses using SEPs are forced to accept
disadvantageous terms of license due to the threat of injunction for infringement of
patent rights after the companies are locked into using a standard. Legal precedents
across the world seem to be converging toward permitting injunctions concerning
FRAND-encumbered SEPs (i.e., SEPs for which a FRAND declaration has been
made) only in limited situations. However, in cases when either party negotiates in
bad faith, courts have continued to grant injunctions, and it can be said that hold-up
remains an issue for implementers. Nonetheless, some doubt whether there is any
hold-up.

“HRERRARME I SEPs HYARMVAE Y T ARMb A S T A AME R —AriE S
PR IO L PR AR5 JB D 1T 4338 43 52 ANV 7] 2% 388 o 1 53028 FE () ) R S B ABL P I
fEl ) A A RS OL T 4 WV CAE ) FRAND &1 ) SEP (HI5 FRAND &
W) SEPs) AR IZ K . (HA2, EART— TR BEiRA RGOS, Hbiadks:
RAGEEL, TSR R, HFie — . REm, HSAJREES
R H AL

On the other hand, rights holders point to the issue of “hold-out,” whereby the
rights holder makes an offer for licensing negotiations to the implementer, but the
implementer fails to engage in negotiations in good faith by rejecting or delaying
licensing negotiations, in anticipation that an injunction will be denied on SEPs.

F—O7 M, BRI T IR BEERE” AR, B RIBON [ St 4
VFRRAI R 2L L), (H S it 3 38 5 10 26 BE IR VR R AN R RE S 2 5 iR A,
NFTE RN ERIZ K SEPs HIZES 2t h 4

Standards setting organizations (“SSOs”) have formulated policies concerning
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SEPs (“IPR policy”) designed to prevent disputes and promote the widespread use of
the SEPs necessary for implementing technical standards. SSOs have endeavored to
develop policies to ensure that SEP licenses are “fair, reasonable and
non-discriminatory” (“FRAND”). This policy has encouraged companies and other
parties participating in standardization to propose high-quality technologies to SSOs
and has made a substantial contribution to the widespread adoption of standard
technologies.

prAEflE AL C “SSOs™) #illE T SEPs MU CAIiRF=RUBUE”) . BIER
1B AR ) V2 A5 P SR Bt B AR bm i P /5 1 SEPs.  SSOs 55 77 il 2 A LA
fr SEP VA2« SHEAMAEEAIER)” (“FRAND™) o {2 5FREH)
N AR 1A SSOs $2 H my B HOR, IFONARERCORIT 2 R A 1
K DTHR

At the same time, there is a strong call for enhancing transparency in relation to
the essentiality and validity of SEPs. For some SSOs,'if rights holders consider their
patents are SEPs during the standardization process, they need to declare their patents
as SEPs to SSOs, but in such cases, some might overdeclare their patents as SEPs,
including patents that are not actually essential. It is normal to declare patents as
essential when they are still in the application phase and when the standard is not
itself settled. A certain amount of overdeclaration is therefore inevitable.. Some point
out that such overdeclaration has been encouraged at least partly by the industry
practice of determining royalties at least partly in proportion to the number of SEPs
out of the total number held in relation to a certain standard.

[FI, A SR E AT S T4 5y SEPs (1) BRI 2 AR G B B B .
REMBNAEFFHEACIRE F U AT L F] 52 SEPs, Al 175 217 SSOs X I AT
P, (H— 2B RN AT BE MU RHABAT T SERBR B IR AR L E R LA, /E 9 SEPs
P25 SSOs. 2AE HIE [ BOMIBRHE M AR A 2 I, 45 %R 75 B Dy B8 R FE AR % 3l
WM. Bk, —ERERR R AT R . A ATRH, WRIERAH) SEPs 1

! For example, the International Telecommunication Union (ITU).
2 fldn, EFREASECE ITU),
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SSOs typically do not check whether the patents declared by the rights holder as
essential are in fact essential, or whether changes made to technical specifications
during the standard creation process have made a patent inessential. In addition, there
is no routine third-party review process at the stage of listing the declared patents.

SSOs Il AN A B MBN B AT AL E LR 5 SEfr LR N B, B
FEARHE B S IR P S5 ATV i A B S0 75 18 L MARAS TR K 2. BhAh,

PR 0 25 ) B AR P B WA 26 =07 i AR

(Paradigm Shift in Licensing Negotiations) (15[ ixFIHIEL)

The spread of the Internet of Things (“IoT”) in recent years has spurred a fourth
industrial revolution across the world whereby various types of infrastructure and
devices are connected via the Internet, and this trend is transforming licensing
negotiations for the SEPs required to implement standards related to wireless
communication among devices.

AR (“ToT™) B Je, HES) 7 RBREE IR Tl ety RS 5
il it A0 g A8 XL LR WY %, IX — A B IEAE BSOSt 5 0% ) JE 2 815 AH 9R HY
B T 161 SEPs (VR PTk H)

SEP licensing negotiations in the Information and Communication Technology
(“ICT”) field traditionally took place chiefly among ICT companies. Therefore, issues
were commonly resolved through cross-licensing, and the practice was to conduct
negotiations as necessary after the start of a service. In addition, coming from the
same industry made it easier for the parties to assess the scope, essentiality, and value
of each other’s patents, so they tended to share a similar perspective on reasonable
license rates.

5 BAEERAR ("ICT") USIR) SEP LKA, 14 EFEA ICT A
A Z [EEAT, DR, R A SRR R AR R R, SRR AT AR AT R 55 2 A
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With the spread of IoT, however, companies from a whole spectrum of different
industries have begun using ICT standards, and more companies have been brought to
the negotiating table. Also, some companies that do not hold SEPs are entering the
market. For example, in addition to those telecommunications companies holding
SEPs, negotiations may now involve end-product manufacturers, such as automobile
makers, , as a main implementer of standard technology. In the future, companies
from other industries may be involved in SEP licensing negotiations.

SRINT, BEEDERRI I Je, AT S A R AR ] ICT A, Bk
ZHA TP R T IRAEAT. BhAh, LA SEPs (AR IEEEREA T . #
an, B 7OIRLEEFA SEPs HURE A ], WRAIPLAE AT BERS A i mhliE i, anfE
NPRHEROR TSt KR ARG R . AR, HART K AR T g2 5 SEP
VFRIR A

Further, there are now cases in which Patent Assertion Entities (“PAEs”) that are
not engaged in business operations but rather generate revenue solely by asserting
patents also become party to negotiations and disputes concerning SEPs.

BeAh, MR LR T, ANFALSSEE MR PGB 5k AR A
B LKL C “PAEs™) RN A SRR B A AR AN S8 — T

As the parties to licensing negotiations become more diverse, various aspects of
those negotiations too are changing. As noted above, with licensing negotiations now
taking place between ICT companies and companies in other industries, it is
becoming harder to resolve disputes through cross-licensing. In addition, divergent
perspectives on essentiality and licensing rates are fostering unease over SEP-related
negotiations and disputes.

B VF AR 5 07 A N 2 AR, IR & AN T T AR R AR AR
n BTk, BAE ICT 2w 5 AT A /] Z [ANIEAE AT VAT, il 52 )
VER] R R A B AR AR B N 3 o AL, 0 BRIV ] i 238 1) ISOW el TEAE T
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SEP MHRIR AL HIAN %
(Motivations for Creating this Guide) (GEK15HEHIz0H])

With companies from a broad spectrum of industries now finding themselves
involved in SEP licensing negotiations, there is a call for appropriate information to
be provided to enable businesses not familiar with such negotiations to feel confident
taking a seat at the negotiating table.

BT &7 WA RIS S 1 irdE 0 Z LRI VERT IR A, Kt R 2R
BE R, DMEA B SRR A B AL e 8 22 O HEAT IR Ao

A considerable body of domestic and international legal precedents has begun to
be accumulated in relation to SEP disputes, and government agencies around the
world are developing guidelines and policy documents.’The concept of FRAND

royalties too has been examined in a number of legal cases.

b [ A AT E PR 5 SEP 4+ R I S Bl AN AR, 7% K BUR HLR IE
FERITE Fi8 307 B RIBUSR SCAF . 4 5% L FRAND 7R W SO VE AT 9% 0 B 48 77 At 78
— L RER B e

It would be useful to analyze these developments and identify elements that
should be considered to achieve a balance between the interests of rights holders and
implementers with respect to negotiation procedures and methods of calculating

royalty rates.

P MTIAE IE AR, IRV PP AT 5L AVl 2R 1 RE v, 4R A

3 In November 2017, the European Commission announced the European Commission Communication on
Standard Essential Patent (SEP) Licensing (below, European Communication), urging SSOs to increase SEP
transparency and indicating general principles in relation to FRAND licensing terms for SEPs. In February 2022,
the European Commission commenced public consultation for the new initiative named “new framework for
standard-essential patents”, which will build upon three policy pillars, i.e., “enhancing transparency on SEPs”,
“providing clarity on various aspects of FRAND” and “improving effectiveness and efficiency of enforcement”.

42017 4 11 H, BEZ R A 7R T SEP VA fIRK B2 53 208 (LR, BRIEIRD . #fE SSO
i SEP [EWIRE, FFULMIS SEP 1) FRAND VFRFJCHRH — sl 2022 4F 2 H, BKERZEASIT
UGS 4 N SEP FIAEZE MIHTB HEAT ARG W, B VO EAE A BRI 2 b, RIS @briEn 2 L)
FIEWIZ. Bl FRAND 8477 T F32 i P IO A AR,
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B. Nature of this Guide / B. 2~38 75 [ 4 i

The SEPs addressed in this Guide are those which the current or original rights
holder has presented to an SSO as a FRAND-encumbered SEP.

AAREE I SR SEPs J& 24 i8R 46 % ALK SSO B4 FRAND K i i) &
Ao

This Guide is not intended to be prescriptive, is in no way legally binding, and
does not forejudge future judicial rulings. It is intended to summarize issues
concerning licensing negotiations as objectively as possible based on the current state
of court rulings, the judgment of competition authorities, and licensing practices, etc.

AAREE N H AR BOE TS, A RERELWR T, WATHFIRKN 7%
o BEMRIEBHRIVIR JE4- 2 RAIWr . VFRTSEERSE, AT REZ b 25
VAT IRFI B AR R

When an injunction concerning a FRAND-encumbered SEP due to the
infringement is limited, the legal basis varies from country to country according to
their respective legal systems. Meanwhile, in many cases, it seems to have been
different factual situations that have led courts in different countries to reach different
conclusions. Recent years have seen increasing cross-border convergence in case law
as to how parties should behave in SEP licensing negotiations based on the dedication
to a factual inquiry into good faith negotiations.

BRI AL 52 FRAND R4 SEP HIAE2- 32 3 BRI,  F Ak Bl =
FAXT S, X EARRGR T HA B RIEEGI . RN, E—SERN, FR
ANTE] 2 SR DL BN R [ 5K R B A5 H A R 4518« AT ARk AR R U2 15 3
BEARFI S SABOUE N ELA, 2 3F AR W5t SEP FABUEAT IR AW AL, [H
A AN B R I R

In these circumstances, this Guide aims to offer an explanation of what actions

companies can take to make it more likely for them to be recognized as “negotiating
10/ 115
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in good faith,” helping implementers to avoid an injunction and rights holders to
secure appropriate compensation. This Guide also discusses how to engage in such
negotiations efficiently.

FERLEEREIL T, ARl UL B ¢ TR IR L5 I, mT AR o "3 R
#(negotiating in good faith)", VAE SEfti# 7] DA[R] 4R 4, H BRI AT AR TS
LAMERAY, BEAh, AFREIE TS WA R AT MR A

In addition, this Guide presents factors to be considered when determining a
reasonable royalty, but it is not “recipes” which can be used to automatically calculate
an appropriate royalty. In other words, a solution cannot mechanically be produced by
simply following this Guide. Given the diversity of SEP licensing negotiations and of
the circumstances in which the parties to such negotiations are placed, a solution has
to be worked out in each particular case. Not all the issues noted in this Guide will
apply to all negotiations.

BEAk, AFERSEH TR E & B 1L AR R] 9 I R EERE I AR, AN
TRV SR EC T RS, ADOEIE AT B VAU R T
Fo KUy SEP SBR A ZAENE LA LR AR TT I LA, BN E SR Hf 2
JVEA % H R %8, AR TSR IR prf nl O AR A& A TP ik Al

C. Recent Developments in SEPs and Background to Revision / C. #5#E 05
BELMK B K RABITE R

At the time when this guide was first developed in 2018, attention was focused
on the preliminary ruling by the European Court of Justice (CJEU) in the case of
Huawei v. ZTE, which provided a framework for good faith negotiations.> This
guideline is also based on that framework for good faith (see I1.A.).

£ 2018 FEH IR EAIRFEI , RIEREE R RIMILRE (CTEU) XfHyiFd
MR, ZERONE BRI THESR. ¢ RfEr R T E B R
28 (I ILAD

5 Huawei v. ZTE (EU, CJEU, 2015).
6 HERNUFHN (KK, Bk, 2015 )
11/115
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However, since this framework did not specify issues such as the scope of
information to be provided by the parties at each stage of negotiations and the
response period, there have been various discussions to date. For example, the
European Court of Justice has not explicitly held, within the framework of good faith
negotiations, whether the rights holder should provide a claim chart (see II.A.1.) to
the implementer who is a party to the license negotiation.

SRINT, SXAMHESRIF SR FR AL T A BARANY, 1 an X7 e R A A
P BONLIZAE H A5 B A R N A, DS H Bl B SIE] . 324 91k Bt T 1
BT . BN, W e I AR AE 5 AR A BIHESR A B € L R BN A2 13 L[]
VEONVF AT R A F 7 (O SE it SR R BO IR (L ILALLD .

On the other hand, the German Federal Supreme Court recognized, in its Sisvel v
Haier decision in 2020, that the provision of claim charts is sufficient as the
information that a rights holder provides at the stage of licensing negotiation offer
from rights holder, but not mandatory, at least in that case.” Also, in 2021, it was
proposed in a report by the SEP Expert Group organized by the European
Commission that high-level claim charts should be provided (without requiring the
implementer to first sign a non-disclosure agreement (“NDA”).2

S5, FEE P R AR AL 2020 4F Sisvel YF Haier ZEMHIpe
AN, EVFRTRABBL LABNIRBHI B R 20 1, (EA R s 1R 1,
DGR PORIER . BeAh, 2021 4R, BREAZE R AUK SEP B AN —14r
R R, NAR Bt O AR BN IR (T0 5 2R S 15 5 28 25 IR il

( “NDA” ) . "

7 Sisvel v Haier (Germany, Supreme Court, 2020).

8 This proposal was made in the report “Contribution to the Debate on SEPs”, which was published in 2021
by SEPs Expert Group in the EU. It is clearly indicated that the report does not bind the European Commission and
not all the members of the expert group agree on each proposal. Nevertheless, this proposal was rated 4.5, when
they voted their degree of support rating from one to five.

9 Sisvel v Haier (FE[E, fmEiikbt, 2020 ) .

10 iZR MK SEP LT 2021 SR ATAIR X SEP BHE R TTik™ - o iZR S MIRATR I,
X RSB AR TT, FHAEL KR R AR R BRI S . AW, MRS A 1 5 5
i, PRIV 4.5
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Under such circumstances, in 2022, Ministry of Economy, Trade and Industry of
Japan (METI) established the "Good Faith Negotiation Guidelines for Standard
Essential Patent Licenses", which set forth the norms of good faith negotiations to be
followed by the rights holders and the implementers.!! METI established this
Guidelines, based on hearings and opinions solicited from  domestic and foreign
companies, as well as the results of the discussion at the study group attended by
representatives from the industry and experts on intellectual property law and
competition law, so that good faith negotiations between the parties may encourage
early settlements and avoidance of unnecessary disputes, leading to the development
of Japanese industries.

TERXAELL T, HARZH A (METD F 2022 4Efilx 7 (SEP Yol m
WHIFEF) , HrPRUE T LRI St S 1 3% R HIMEN, T METT AR
P ] Y Ak BT IR S AE SR 0, BA S AT M AR AN RN P BUE A 58 ik T K
ZINEIBEFN AR EAIR, € 7 ATRR, X7 1A% SR A AT Re 2 5l -
3 Bt o 7 S RRE G AN b B i, AT 2E H A R S

In addition, governments have been engaging in various activities related to the
SEPs, e.g., a series of public consultations on policy statements and new initiatives

were conducted by the U.S."* U.K."* and EU" since the end of 2021.

11 Good Faith Negotiation Guidelines for Standard Essential Patent Licenses (METL, Japan, 2022)

12 PR b BRIV R AR (HAZG LA, 2022 4) .

13 In the U.S., based on the Executive Order on Promoting Competition in the American Economy issued on
July 9, 2021, after a change of the administration, in order to avoid the possibility of widening anti-competitive
market power beyond the scope of patent rights and prevent the abuse of standards-setting process, the intersection
of the intellectual property laws and anti-trust laws would be reviewed, including discussion on possible revisions
to the past Policy Statements on SEPs. In December 2021, new draft Policy Statement was jointly released by U.S.
DOJ, USPTO, and the National Institute of Standards and Technology (NIST) and public comments were
requested.

14 In December 2021, UK Intellectual Property Office conducted consultation seeking views as to whether
the SEPs framework is functioning efficiently and strikes the right balance for all entities involved.

15 After the publication of the report "Pilot study for essentiality assessment of Standard Essential Patents" in
November 2020 and "Contribution to the Debate on SEPs" by SEPs Expert Group in February 2021, the European
Commission commenced public consultation for the new initiative named “new framework for standard-essential
patents” in February 2022, which will build upon three policy pillars, i.e., “enhancing transparency on SEPs”,
“providing clarity on various aspects of FRAND” and “improving effectiveness and efficiency of enforcement”.
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A, & EBUF—EAAZ 55 SEP MRS MIES, B, H 2021 FEEL
K, SR, S ETRIRR B BOR A A AT T R ARG

Furthermore, in the first edition of this Guide published in 2018, it was pointed
out that there was the “possibility” that whole spectrum of industries will be brought
to SEP license negotiations. However, disputes over SEP license negotiations between
different industries have surfaced, and litigation outcomes have accumulated (see I1.B.
2.). The case, which was newly referred to the CJEU for a cross-industry dispute
related to the issue of the bargaining subject in the supply chain, also drew attention,
although it was withdrawn later due to a settlement.!”

BEAl, £ 2018 FRAMMEE R (FEE) 1, FREPTEITAS “A AR K
BN SEP VFRTR A SR, ANRAT I I8 56 - SEP YRR G+ C &7 K
M, YRIAGSRAWFIE (A T1.B. 2.) o H /U KA RRE R ) 32 4 il 8 ) %
ATV G R HTIR A B RR M e, 5RO, L ke BRI AR v B e o

In view of the increasingly active discussions on SEPs, including not only the
companies which are potential parties to license negotiations, but also governments of
various counties, it was decided to revise this Guide to ensure that the "appropriate

information" provided by this Guide is up-to-date at this stage.

16 fE3LH, MR4E 2021 4 7 A 9 HMUAH) (et kEABEfmTrEm<) » wfuja, TR
P RRFEG T R LR B B R AT RETE, By kil ARSI, B o AR B S ZE WA I
X, ARV I L AR L E L N BERAE PRI REZIT. 2021 4 12 H, SEEENEMH. SEE TR
bR AN [ [ S bR S EORBIE STl (NIST) A AAT TR IBOR A RS, IER AR .

17 2021 4 12 H, SEEERPBURHE SEP HEALR 15 A Rz 1 UL 15 8 T AH 58 SEAR BT E 241 i
BEAT TRERT, AESRE .

18 7E 2020 4 11 AM 2021 4£ 2 H SEP HFZRMHKATSEP LTl i sl 7571 & A1) SEP
FHC I TR IS 5, BRI T 2022 4F 2 AJFUNS 44 9 “SEP B HESL BB BGEAT AR, ZAE
BRI SLAE AN BUR S 2 b, BB s bRl s ZEL R E I L, “BIAfl FRAND 8- J7 A4 ik
A BRI

19 In Nokia v Daimler (EU, CJEU, 2021), the referral was made to the CJEU as to whether there is an
obligation to license suppliers on a priority basis, but the referral was withdrawn later.

20 fEVEFEVREIR IS (EU, CJEU, 2021) o, [q CIEU 4272 7 Rk TR EA LS5 U T HLRR 5
s AHAZAR A G KA1
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D. Measures toward Transparent Guide / D. {55 5% B ¥4 BT B )5 1t

In formulating this Guide in 2018, we invited the submission of proposals in
autumn 2017, receiving around 50 responses from Japan and abroad. We also called
for public comments for about one month in spring 2018, receiving around 50
comments from Japan and abroad. In addition, we engaged in discussions with experts
from industry, academia and law, who offered many valuable comments and insights.
The content of this Guide owes much to these inputs.

(Public Consultation Process in 2022 will be additionally explained here.)

£ 2018 FHh|EAFarN, FADEFAAT 2017 FERFRARE, WH 7
KE HAEASMIZ 50 4y RATIELE 2018 FHEFEA LM AR L —
ANH, B TRE HAENAMOKL 50 &0, thah, IATESRE TR,
FARFFNERFW L F AT T iHe, AT E T2 E 5 WA W . A457
HINA, ARKAERE _EIATh T Ph XS AT WA -

(X BJETSF i 2022 FEHT LA B AL FE )

With the environment surrounding SEP licensing negotiations continuing to
transform, we continuously review and revise this Guide as appropriate in an open
and transparent process so that it continues to evolve and remains “living.”

W5 B 5% SEP VR Rl R A A BE AR A4k, RATE 22 138 B ) A b A b i
BB ASE R, (AR R R IR FFT5 707
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II. Licensing Negotiation Methods / I1. FZAUFA] R A i

A. Good Faith / & (BIEANG: ZEAD

Although FRAND means “fair, reasonable and non-discriminatory”, there are
two aspects to FRAND: (1) the negotiation process itself and (2) the terms of the
resulting license. While the purpose of licensing negotiations is to determine whether
a license is necessary, and, if so, the appropriate licensing terms, it is the negotiation
process that impacts on whether or not an injunction is justified. Therefore, this
chapter will address the first aspect of FRAND.

FRAND Wilfis “AF SEAGEAM” , WRmmAJTm: (D)IRAEEA S
A2 I AL IR AR T 26 . BRORIRBLVE AT AN H )R A 5 VP r] 2 L 22
A SR BT, 3 TR S B AR AT R, H BRI A R R e i AR 4
T RPONTT, FI, AFHERIE FRAND HI28—4J7 .

When patent rights are infringed, rights holders may in principle exercise their
right to seek an injunction. When implementers intend to obtain a license on FRAND
terms in good faith, however, court decisions around the world are consistent in
imposing limitations on granting injunctions to owners of FRAND-encumbered
SEPs.2! There are independent and overlapping legal mechanisms by which this is
achieved.

BEMBARIONT, BRI B AT DT AR 15 KA. SR, %=
Jiti A %52 FRAND 7K U 111 UG BN, 5081k B (0 ) e — S50 o) 48
FRAND 7K ] SEPs [ L AN HHFEES BIRGTHIN 1 ¥ 22 BR 172, 47— 22l

21 However, as the result of considering the negotiation process, some court rulings have allowed an
injunction (St. Lawrence v. Deutsche Telekom and HTC (Germany, district court, 2015), NTT DoCoMo v. HTC
(Germany, district court, 2016), St. Lawrence v. Vodafone and HTC (Germany, district court, 2016), Unwired
Planet v. Huawei (UK, Supreme court, 2020)).

22 XM, BT HEENRFILRE, —LIER R oV A A AR 4 (St. Lawrence Yr{E [ HL{E A1 HTC (4
H, #X3%EBE, 2015 4) , NTT DoCoMo V¥ HTC (f[H, HiXi%ERE, 2016 4) , St. Lawrence YFiKi& Al
HTC (fH, HX7EBE, 2016 4£) , Unwired Planet Y460y (L[, kb, 2020 45) ) .
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One is contracts. The rights holder gives a commitment to the SSO to grant
licenses on FRAND terms. In some countries, that commitment, is contractually
binding between the SSO and the rights holder, and the contract will be governed by a
particular law (e.g. French law in the case of a contract with ETSI?}). The laws of
those countries permit a third party to enforce a contract where it is for the benefit of
that party, so a third-party implementer can insist upon a rights holder granting it a
license on FRAND terms. If the rights holder does not do so, or does not offer
FRAND terms, it is in breach of contract, and it will be prevented from enforcing its
patent accordingly.

B MEEALELR S E . LR R SSO A& L B K FRAND 7K 16 T
DAIVFAT . fERLEE S, SR SSO 5 EMBNZIHBA G FHLAKRT), &FK
2V Bl VR OGS ETSI Z50T & [F e )47 I . X e [H
FHIAE FCVF 28 =07 9 HA 23 110 SE & (7] 5 PRIk 56 = SR 5 W] DA R Rp Lk R AL
NARHE FRAND 7K a0 AL o AR L RIBNANZ R, 8 A5k FRAND 7k
W, MattgiiEf 7 &R, PR ekt L&A,

Another is competition law. Where it is found that a rights holder has abused a
dominant position, this constitutes a violation of competition law.

T MEENR TG E . NIRRT 1 SRz, XA Bl 15t
SRS .

There is also a mechanism that draws on the legal principle of the abuse of

rights.?

23 European Telecommunications Standards Institute.

24 BRI G bR =

25 In Japan, a FRAND declaration made by an SEP rights holder to an SSO is not regarded as a contract for a
third-party beneficiary (i.e., an implementer), and the rights holder is regarded as having the obligation to negotiate
in good faith with the third party (the implementer) under the principle of good faith prescribed by civil law. If this
obligation is not met, the exercise of injunction rights may be restricted as an abuse of rights (Apple v. Samsung
(Japan, IP high court, 2014)).
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What, then, is regarded as a demonstration of good faith? While the way in
which licensing negotiations are progressed needs to be determined among the parties
on a case by case basis and with regard to the laws and rulings of the country or
countries in which the patent will be implemented, the 2015 decision by the Court of
Justice of the European Union (“CJEU”) in the case between Huawei and ZTE?’ in
particular has attracted wide attention. It provided a “framework for good faith
negotiations” between rights holders and implementers by identifying actions which
each of the parties should take at each stage of the licensing negotiations. This
framework details the rules of negotiations from the perspective of competition law in
Europe, and not every court decision in each country follows this framework. In fact,
some court decisions?® determined that this framework was not mandatory, but just a
guidance. Nevertheless, the framework is still considered to be a useful approach in
terms of encouraging good faith negotiations whereby rights holders may fulfill their
FRAND obligations and implementers may minimize their risk of an injunction,
regardless of the differences among jurisdictions in the legal bases for stipulating the
negotiation rules for FRAND-encumbered SEPs. Referencing this framework, the
Ministry of Economy, Trade and Industry of Japan (METI) established the Good Faith
Negotiation Guidelines as the norms to be followed by the rights holders and
implementers.?’

WA, HAWFEE R BRI BARVF AT U it e 07 30 2 1 &% D5 IR 4
HARIGOL, LA M) S 6] 2 sl X A A g o e, (H R BVE R (“CIEU™)
T 2015 LS hOE R EPTEEFIRGHE 12 B REY. BIE I E %

26 fEH A, SEP HHIBAXT SSO Frfff) FRAND 75 BIABALNEE =07 Z et A& R BIsEit ), &
FIBNBEALATE BIEHE F S5 P N A 095 5 8 =05 (St )T 35 i . W RANBEATIX — 55,
Z8 11 BRI AT A0 PT RER PR BRI I P ( 3228 ve =B (HA, FRPRIESEERE |, 2014).

27 Huawei v. ZTE (EU, CJEU, 2015).

28 Sisvel v Haier (Germany, Supreme Court, 2020), Unwired Planet v. Huawei (U.K., Supreme Court, 2020).

29 Good Faith Negotiation Guidelines for Standard Essential Patent Licenses (METI, Japan, 2022)

30 £V X% (W, WCERIEBE, 2015 4F) .
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HFHTAEVF AR BRI AT 3, 9L RISt 2 9] (35 =R
FIRRAE T — MHEZ o 3K —HEZR AR 3 2 (1 A1 BEVE LA R 1 AR, (LA
BN ARG R AR X —HESR . HSE b, ARNEBAPC A E X —HESF
AEomfIPER), R R IESTER . RE WL, S iR, ZAESRTIR
PN DA IR, RILFEN A LUEATEH FRAND 55, M SEfti m] BA
R 282 (10 DR P B B K, 10 AN 25 18 % [ i X FRAND 7K U4 ) SEP iR I R E
MIZER. EHAERT, HAZG. WM T METL)#iL 135 &R A i
R MIBUN A SL It 2 SEA0 (1 22

The framework, however, does not provide specific details about negotiations,
such as the scope of information that the parties should submit at each stage of the
negotiation and the period given to make a response. In recent years, some court
decisions in each country determined some specific details, but there are still unclear
parts.>> While some parties regard the lack of specific detail as increasing the
flexibility of negotiations, others suggest that it undermines the predictability of
licensing negotiations.

SR, AXMER A SRS T IRA M BARAN TS, B0 55 7 R R AR BB B
LA TR FE AR A SRR o TR, & ENERE R — ek e L
BHARRANS, B AR BN L4k 2 77 K ik = BARGH 540 9 iR )
RIGVERIIGIN, AH 53— L8452 77 M I BIR 1R AT 5] B AT I .

N

31 MAMBBAEAMRTUEAT VIR GEE, Fmikbe, 2020 4) , LLER VIR KH, Him
WEBE, 2020 )

32 FR#ESEAL R VFRNIE RS EPHMEN (METL , HA, 2022 4)

33 In Sisvel v Haier (Germany, Supreme Court, 2020), the court made judgment based on the framework
presented by the CJEU. The court stated that when a rights holder offered a licensing negotiation, but if it took
several months for an implementer to express its willingness to obtain a license, such silence would mean no
interest in the license. Based on this, the court ruled that an implementer who did not respond to licensing
negotiation offer for one year did not have intention to obtain a license. Nonetheless, the court did not clarify
specifically how long a period to respond to the offer should be allowed.

34 £ Sisvel YRfF/RZE( MEE AR L 2020 4 )b, ARG CIEU ST RIRESE A k. ik Beds
H, 2 ERBNSR BV AHE BRI, EARSEE A 7 U B R A 2OR I S RV RE, A AT
BB RAE XS VP ANIER AT Xl JET I, EBERGE, ARV AT E A B R T AR
YRRl S, RGO AR AU BN Fo VS B A H 2 A [ R [A]
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More specific details about a “framework for good faith negotiations” may be
determined through the accumulation of court rulings over the coming years, but
under these circumstances, this Guide has drawn on the framework presented by the
CJEU and informed by court decisions in various countries, actual practices in SEP
disputes and the norms established by the governments in listing more specific issues
relating to actions that parties may take at each stage of licensing negotiations.

KT CEEIRFMNELL” (T BARATY, w] LLEE AR LRk 250 7
ORI, EAATERT, AEEES T CIEU R IIHESR, 25 % Ik
R\ SEP i fif (S AL T, DL B BURF 81 H I 24 3 NAE VR RTBAI R BB
BRI REU AT B A AT 50 58 5 HA ) L R

It should be noted that simply satisfying the various elements noted in this Guide
provides no guarantee of recognition of good faith. Rather, a comprehensive
assessment of the negotiating process as a whole needs to be made in each case.

AR H AT, HAlE R AN T R TR AR BRI A BEORIE N ¥ AT
No MR, TELEAN G B RA R BT 41 PR .

The manner in which negotiations are progressed should be determined among

the parties on a case by case basis. Nonetheless, one example is as follows:

BANRHE e T3 3N R % T R B Dlef e . RE Wk, 75—k

[Steps of the Licensing Negotiation Process]*® / [1F A 14 J) ik 2 1 25 1% 6
Step 1: Licensing Negotiation Offer from Rights Holder

Step 2: Expression from Implementer of Willingness to Obtain a License
Step 3: Specific Offer from Rights Holder on FRAND Terms

Step 4: Specific Counteroffer from Implementer on FRAND Terms

Step 5: Rejection by Rights Holder of Counteroffer/Settlement of Dispute in

35 It is not intended to suggest that each of the five steps is necessarily mandatory in every case. Steps may

vary according to the particular case.
36 KIFARERTR, ML, XA LTS B DAL AL SR HITER] o IR BE LR AR
VNIIEZ
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Court or through ADR
D LRBNIRH IVF R A L

s SEAE R IRAF AL A] ik R

o BRIBONFE T FRAND 2K 2 HH o e B4

. ST FE T FRAND AR HH i B4

s BRIBONAE L B2 @ e sk ADR fER2] 2y

B B ®
= [l
NN

e
=
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1. Step 1: Licensing Negotiation Offer from Rights Holder / 28— .: &£
BNAR A VAT R A Y

(Overview) (Ffit)

In general, if an implementer is suspected to have infringed patent rights, the
rights holder may initiate negotiations with the implementer by specifying the
relevant patents and identifying how those patents were or are being infringed.>” *%In
some cases, an entity that manages a framework enabling patents held by multiple
rights holders to be licensed efficiently in a single transaction (“patent pool”) may
negotiate in place of the rights holder.

ORI, WERSCHEE B SERIE T L AR, AR OB R E A T
A B e R AT AR JU Y, BE I 5 SE it TR FIY 40, FERELLIF LT,
EBREZNERRNAER LG CBRIB") th 1334 AR E S E F SR AT L
AL FIBNBEAT IR A

It is common for the rights holder to substantiate the grounds for the

37 The framework in Huawei v. ZTE (EU, CJEU, 2015) suggests that the rights holder first alerts the alleged
infringer of their infringement by identifying the patents and specifying the way they have been infringed.

38 In the field of telecommunications, although implementers often start a negotiation only after receiving an
invitation to license from a rights holder, because of the large number of SEPs and/or patentees, it may be useful
for parties to refer to the framework of this Guide even if such negotiations are initiated by the implementer before

it launches business operations.
39 49V HRMIHESE . @ (BRER, RREEVERE, 2015 4F) @i, BUORIFEA AN E LR 5l & F)
I HA R 7, REPRENER AT RERUT A
40 FEHEOHL, BAPITESE R G EREIBRIEAE N RS G 4 P #, (Bl T SEP A/
HEFIRARSE , BT PR AR AT RTINS S Z AT R Y, 46205 A LS8 A e ma HIAEZE .
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infringement by providing to the implementer, among other things:*! 4

(1) Documents identifying the SEPs (list of patent numbers, the names of the

standards at issue, the geographical scope of patents, etc.); and

(2) Documentation mapping claims of the SEPs to the standards and/or products

(claim charts, etc.).

When a rights holder holds large numbers of SEPs, the parties sometimes discuss
limiting the negotiations to key patents so as to rationalize the negotiation process
(refer to IL.B.4.).

BRI 8 5 1) S S B LR R UE SEAR BT A B ™

(1) SEP #\ 30 (BRI S A, FRAURFRERIR B FR. LRIR I BT Mt

IS o B

(2) SEP B HIVEH 5 FRiHE AR A 5l i 2 0 JiR (RO

ML FIBNFFA K& SEPs B, B A B 2 bk A IR 4 e 2 ) |,
DMER AR SN (Z2F ILB4D .

(Documentation Mapping Claims of the SEPs to the Standards and/or Products) /
(SEP G HARERMERY 27 i 90T HE D

Rights holders provide documentation to implementers at the start of
negotiations so that implementers can see how the SEP claims map to standards
and/or their own products. It is common for rights holders to use claim charts to
indicate the correlation between products that are actually manufactured and patent

claims.

41 Besides these, there is a view that rights holders may demonstrate their good faith by, for example,
presenting evaluations by third-party experts and examples from past cases, etc.
42 In some cases including where the SEP has a substantial licensing history, the implementer may decide

that such substantiation for the patent infringement is unnecessary.

43 BRICZ AN, A R R0OAY, BURIEA AT BUE 55 =75 % KA s A 25 2241 s g ) 4505 5K
KECHEE.
44 FERLEEIELLT, BUFEAE SEP A HOKVFA IR LB AL R, SEHtE AT LAUE, XL AR
FIESE 2 AL ELH o
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Claim charts may be useful for implementers in analyzing whether they are
infringing the SEPs. Meanwhile, by presenting claim charts, the rights holders may
demonstrate that they are providing information in good faith to implementers.

PO R T BEA BTS20t # 7 i AT T 151290 1 SEP. [RI, LARA
M S AUR O IR R B IR IS SR B s St

When patents are SEPs and the details of patent claims are consistent with
standards documents, and if the implementers advertise that their products conform to
the applicable standards, the act of indicating the correspondence between patent
claims and standards may be sufficient. Thus, mapping patent claims to actual
products may not always be necessary.*> ¢ “Good Faith Negotiation Guidelines for
Standard Essential Patent Licenses” of METI provides, as the norms to be followed
by rights holders and implementers, that when a SEP holder makes the licensing offer,
the SEP holder should provide, either voluntarily or at the implementer’s request,
information indicating that the implementer’s products comply with the standard and
claim charts mapping patent claims to that standards element by element (When there
is a large number of the subject patents, the claim charts are made for representative

patents.).*’

BNy SEPs H A 15K KA1 SARAESCIE— S, An R St E A 2

45 In Fyjitsu v. Netgear (U.S., CAFC, 2010), the court stated that if an accused product operates in
accordance with the standards, then comparing the claims to the standard is the same as comparing the claims to
the accused product. The court also stated that if the relevant section of the standard is optional, standards
compliance alone would not establish that the accused infringer chooses to implement the optional section.

46 In Sisvel v. Haier (Germany, Supreme Court, 2020), the court stated that it would be sufficient to identify
infringed patents and how these patents have been infringed and that it would not be necessary to give a detailed
explanation about alleged infringement. The court also stated that claim charts would be sufficient as
documentation to be presented but not mandatory. This indicates that in some court decisions, the act of not
presenting claim charts might not be perceived immediately as acting in bad faith.

47 Good Faith Negotiation Guidelines for Standard Essential Patent Licenses (METI, Japan, 2022)
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(K1 BRI, RE LR 2 SRR AR RIS PR ™ W A] BEIF AN B2 B ©. METI ) (bR
HEL L MIVFR] (SR FRR PR R ) IUE , MO8 L RIBUN RN S it 2 N8 A5 1 1
W, 4 SEP A ANt Va2, SEP 5 A H FE SR S it 2 (1) 2R 4 41t
508, RIS B AT GARiE, IF1%EE 20/ LA KU 2HZArfEE R (5
Hire R n S EARERE LA RS L) =,

Some claim charts explain the connection between claim terminology and the
corresponding features of the standards documents or products. In some cases, rights
holders may claim that the explanation includes confidential information. In such
situations, the parties may conclude a confidentiality agreement (non-disclosure
agreement) in licensing negotiations. (Refer to 11.B.3.)

— BB MR MR BRI B SRR 5 AR AR A5 B it A AR AE 2 [
MR R . AERLEHOLT, BABAT BRI ER . AXMHLT,
2 N A] BLEEVE AR P 4 45 R L (NI R 1030 . (L TLB.3.)

While both claims and standards documents are made public and are not in
themselves confidential, rights holders tend to require the conclusion of
confidentiality agreements as a condition for providing claims charts on the grounds
that the correspondence between claim terminology and standards documents and the
interpretation thereof constitute confidential information. Implementers, on the other
hand, tend to argue that in cases where claim charts only provide a simple comparison

between claim terminology and standards documents, the charts do not constitute

48 fEF LIBAMEEMMEAR RP (EE, BIRKE YRR, 2010 9 , SFR, RS
AR RIS AR, ARG ShRAEREAT LB, A THE R SRS 7 il AT B vERBGE ARt A SR bri
PR G B 4TS TR K, U BRAE (R0 <7 AN R S 5 R AR B AT W] iR 72

49 TERAF S BAEGRIVEA R ME/RAF R (EE, fmidkb, 2020 ) FEh#Er, BEUHE
IR I0 I & R L S X L8 R R AN T4 AR IO, AN T5 ZEX AT R R IR AU T N E VRS . VERBTILTR
R K R UME O RO, HARA MR, X R, ERpAHIh, RHRRBERAT AT
ez BN ML AT A

50 bRAEFEA L AIVE A IR S PCHEN (METL, HA, 2022 4F)
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confidential information and should not be subject to a confidentiality agreement.

HIREREHE AR E S AR AT, RS IFA RGN, HL RPN
A AL M BB AR SO 2 TR RN NG 2 B SL R SR AL A5 R O bl R 2 2
VAN RBOT R I 2 57— T, SEitE R 008, RO HEER A
SERBUREESRAAE FIRRHE SCA 2 18] fia B LB AT B0 T AR B HER AN B L 4
B AR R LI 2R

If a rights holder demands that an implementer enter into a confidentiality
agreement as a condition for providing claim charts even when the rights holder can
prepare claim charts that do not include confidential information, this may increase
the likelihood of the rights holder being perceived as acting in bad faith. On the other
hand, if an implementer demands that a rights holder provide detailed claim charts
that do include confidential information while refusing to conclude a confidentiality
agreement, this may increase the likelihood of the implementer being perceived as
acting in bad faith. 3!

AR FIBN ER St LAVT SR U U R SR R B IR I 2644, T &
MBS B RIRAON B B A S B 5502, X n] BE 2 1900 L IR AT J9
MR B MR RENE . 53— 7 T, U SRS ft o 25K e BN AE 30 48 23 45 {3 0 X
0 [ B S iy S B LA S RO PR A IR BN R, X mT RE G N S it AAT 9
M = B AT RETE,

(Documents Demonstrating the Essentiality of SEPs) / (SEP (W EAHERH ST

When a rights holder and an implementer cannot agree on the essentiality of a

patent, they may obtain an analysis from an independent evaluator (an independent

51“Good Faith Negotiation Guidelines for Standard Essential Patent Licenses” of METI provides, when the
rights holder provides the claim charts mapping patent claims to standards element by element, it is desirable that
the rights holder does not include them in the scope of a non-disclosure agreement if requested by the implementer,
while it also provides this shall not apply when the claim charts include non-public information.

52 METI # (Fras ZELAVERT HIRSAE AR AR D) Mg, AR FIBN S it 2208 & FIBURI 2K
IS5 0 b o IR S SRA I, A RSt R, LRI AN F T, B 235 R AL
BERATHERN, BAE.

25/115



Az

www.ipeconomy.cn

company or organization that provides the service of reviewing patents for
essentiality). In April 2018, the JPO started a system, in which a panel in the Trial and
Appeal Department provides an advisory opinion with no legally binding force on the
essentiality of a patented invention (advisory-opinion system to determine the
essentiality of SEPs). In July 2019, the system was revised so that the system would
be more useful for the users.

2L FIBONAN S it 3 AN RE R A B FE L T8 5 O, ARATTR] BLMIRSZ PR
# RO E LR d ARSI AR BH L) R0, 2018 £ 4 H, HA
BRI RBN 1 I, Az B b, 8 A BRI — AN — T A B
I EE (€ SEP M EMERIE R RS 1=t VW IRE R ELR NG
Mo 2019 5F 7 HiZ R G0HET TE1T, R Ea .

Declaration documents, in which rights holders made a FRAND declaration to
SSOs, are based on the rights holders’ technical assessment that the patents are

essential, but not assessment by a neutral third party.
LRANARYE B 2 Hr AW i 6T SSO 1) FRAND & i (1) 75 B ST A 2 2
THRMBNIS LR BRI BORTEA,,  TA P ALEE =7 TR .

(Notes on Rights Holders’ Actions) / (ZFIRN 1750 M7% &2 4D

The following are examples of actions by a rights holder that may increase the

likelihood of the rights holder being perceived as acting in bad faith:
(1) Demanding injunctive relief before or immediately after sending a warning
letter to the implementer, or immediately after opening a negotiation;

(2) Not clarifying how SEPs are being infringed, such as documents identifying

the SEPs and the standards, when offering licensing negotiations to an

implementer>;

(3) Claiming that it will not provide documentation mapping SEP claims to the

53 In Sisvel v. Haier (Germany, Supreme Court, 2020), the court held that presenting claim charts would not
be mandatory. However, it must be noted that it was a court decision in Germany.
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standards and/or products to the implementer unless the implementer
concludes a confidentiality agreement, even though the documentation does

not include confidential information;

(4) Making an offer that sets a time limit that does not allow a reasonable period
of time for consideration; or

(5) Not disclosing the content of a portfolio to the implementer (the

technologies, number of patents, regions, etc., covered by the portfolio).

PATR 2 LRI RIUAT I 7, X L8473l Al Ge s in L IR0 % AT
NI AT REVE :

(1) FEXF St R & 515 2 A B RO B S5 R/, seE eI 8 R
H 2 J5 SLEIE H AR A K

(2) A SR FRALVF PR A, AVEIE SEP 2 BFAIRICH, nATE i
SEP FIHLARRAE K ST

(3) FERRBRAR S 4 45 O WS, 75 T e AN 2 1) S it & S A b v A/ 8
dn ] SEP ZAUH HRZE, RIS i AR B LA B

(4) AR AUE S TR BRI, AN FovE& BRI ()5 18

(5) AL # P s TRIHEMIANE (HEGRFREAR, TR%HE. X

%) .

Some argue that the information which the rights holder needs to provide
additionally so that the implementer can garner the necessary information for
negotiations is less extensive in the case of a patent license once granted to the
implementer that has since expired than in the case of concluding a new licensing

agreement.>>

54 fERRHM S BAEG IR SUE AR AR AR S (B, fEikbe, 2020 4) , AR R
BIRA S EA MG (H2, DAURL, K@ ER—IkREHA .

55 In Unwired Planet v. Huawei (UK, high court, 2017), the high court ruled that the details of necessary
notifications and prior discussions would depend on the conditions of each case. This was supported also by the
decision of the U.K. Supreme Court in 2020.

56 There is a view, however, that it may require attention because the patent portfolio of the SEP licensor
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Step 2: Expression from Implementer of Willingness to Obtain a License (%%

AR AREHO

2. / B2 LHEENNEENREIEEER
(Overview) / (FEA)

When an implementer receives an offer from a rights holder for licensing
negotiations, it may help to mitigate risk for the implementer not to leave that offer
unanswered even if it does not agree with the rights holder’s offer, but instead to

respond in good faith.>® 60

24 St SR MR B VE R PCHI ZE LTI, St 2 BIAEAS 7] 7 AU 1) 22
2y, WAEXZELEZ A, 1S SR RN, X n]BEA BT RS it
%E‘Jm%&\o 61 62

may have changed significantly (e.g., patents have been added to the portfolio or have expired).

57 FERLEIRAFR LN R GEE, m%ER, 2017) , @SEREGE, LEIBIRAFE L1820
TR RN LT o 5 0 T SR BV 2020 4ERUHI IS

58 X1, AWM A VONA R EE R, KDy SEP Y] U5 B A & AT RE R A T IR AR BN R
CEBM BB A G HEE CERIM ).

59 In Huawei v. ZTE (EU, CJEU, 2015), the court stated that the alleged infringer should diligently respond
to the SEP holder’s offer, in accordance with recognized commercial practices in the field and in good faith, this
being a matter that must be established on the basis of objective factors and which implies, in particular, that there
are no delaying tactics.

60 In Sisvel v. Haier (Germany, Supreme Court, 2020), the court determined that an obligation at the stage of
specific offer from rights holder on FRAND terms (refer to I1.A.3) would not arise until an implementer clearly
expresses its willingness to obtain a license.

61 fE Huaweiv. ZTE (B, CIEU, 2015 %) o, JEBedR i, BHEE RPN RARIEZ U0 A A7
A ARG, AFE R SEP R NI E LR BURIAIR, 0% — AN e AR 8 2 WL IR 3 Sl 5 1 T, 5 31 2
HAP AT SR
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After receiving documents including those identifying the SEPs and claim
charts from the rights holder, if the implementer concludes that it needs to obtain a
license for the SEPs, it may express its willingness to conclude a licensing
agreement with (that is, to obtain a license from) the rights holder. Some court held
that this willingness should be gauged by the implementer’s actions rather than
words—in other words, not just the expression of willingness but evidence of this

in the way that the implementer approaches negotiations.®?

FENCE LRI NSRBE ) SEP ¥ B0 AR BUR IR 5, A R Sl 15 H 4518
N EIRAT SEPs HIVFR], 7] LR/ 5B MBI VAT B CRIAE IR
IRHRSRAFHFR]D R —EkBl 0y, XM S RN 1% t SE i & AT S A
e 5 R E-- AT, AMUURRIAFE, IR S A 7 2ok
WERHIX —pio ©

Some hold the view that, when an implementer receives an offer from a
rights holder for licensing negotiations, the implementer should promptly express
its willingness to obtain a license even if discussions are still being conducted
about essentiality, validity, and infringement, reserving the right to challenge these
issues.®> Others take the view, however, that parties should first conduct
discussions about essentiality, validity, and infringement before the implementer
expresses its willingness to obtain a license.

AEENWN, 25t W)L AN SR A VF Al A S, B 754 T+ i
PRAE BN A RAEAR LR R, St SRR R A AR VA R R, JF

62 f£ Sisvel Jf Haier ¢ (T, HmiAle, 2020 4F) o, EBiHOE, 7ESLHH WHRR IR EIRG VFT
LA, AR AL RBNTE FRAND & H BRI B X35 (B35 ILA3)

63 In Sisvel v. Haier (Germany, Supreme Court, 2020), the court stated that the implementer needs to clearly
express its willingness to conclude a licensing agreement on FRAND terms and to cooperate with the rights holder
for a licensing negotiation.

64 {E Sisvel Jf Haier ¢ (fE[H, Rmiklt, 2020 4F) v, VARG, SLii# & 2R IR L
FRAND ZR 4R 45 VPl i, JFRC & & IR AT VT 3eH) .

65 In Unwired Planet v. Huawei (U.K., High Court, 2017) and Sisvel v. Haier (Germany, Supreme Court,
2020), a licensee having willingness to obtain a license should be a person having willingness to obtain a FRAND
license regardless of whatever actual FRAND terms are.
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(Countermeasures by Implementers) / ( 3£ jiltf % HI X/ 5% )

In practice, a rights holder and an implementer in licensing negotiations
may not see eye-to-eye, and may fail to reach an agreement on essentiality, validity
or infringement. In such cases, the implementer can express its willingness to
obtain a license without waiving its right to challenge these issues.®” ¢ Also,
“Good Faith Negotiation Guidelines for Standard Essential Patent Licenses” of
METTI provides, as the norms to be followed by rights holders and implementers,
that even if the implementer expresses the willingness to obtain a license under
FRAND terms while reserving to challenge the essentiality, validity, or
infringement of the subject patents in the negotiation process as appropriate, its
willingness to obtain a license under FRAND terms in good faith is not denied.®

FESER A, B ARSI # A8 VAT R A AT Be B AN — 2, TR TC ikt bs
HEENE | A R BUR AL A UL B o FERXAIE O, St AT LR R IR 3R
YRR, AEANEGE XX S ] A H s S RO BCA . 70 T 5S4k, METI e fibiy Chrite
WEBRVER] BE S IRAIRE) FUE, MENERBNFI L # N E e, B

66 1F Unwired Planet YF#£ A% (JEME, =45k, 2017 45) A Sisvel YR /RS (HIE, HmmiERE, 2020
) o, A REREET AR B RM FRAND VPN, JoiSERsi) FRAND K244

67 In Huawei v. ZTE (EU, CJEU, 2015), the court stated that an implementer “cannot be criticized either for
challenging, in parallel to the negotiations relating to the grant of licenses, the validity of those patents and/or the
essential nature of those patents to the standard ... or for reserving the right to do so in the future” and the court
did not cause implementers to waive their defenses, even while indicating their willingness to take a license. o

68 In Apple v. Samsung (Japan, IP high court, 2014), although the implementer Apple insisted that its
product did not infringe and argued that the patent was invalid, the court found Apple to be willing to obtain a

license. .

69 Good Faith Negotiation Guidelines for Standard Essential Patent Licenses (METI, Japan, 2022))

70 ff Huaweiv. ZTE (K8, CIEU, 2015 4F) o, @Bedith, K BEARERIAE ST A%
FRTR ) 1 ) P il 12X 22~ M) A AP A/ 1 0 TR B PR 6 L P T 52 B ... S R R £ B K i
PR BURI T 52 B4R 51" IEBEBAT (S TR i ik, RIVEEAE St 2 o I B RV AT I

71 ERRRZER (HA, MRBGEEERE, 2014 46) h, RS ¥ 1A 7 BRI 5
BB NN RERIR, HIEBENER A F] RISV .
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Some argue that an implementer may still challenge, for example, the
following issues on patent rights for which it intends to obtain a license:
8 NN, St U528 Ar O HAT SRS VR R] (1L FIBLR R 21 i) R HY it
5, .

(1) Whether the patents are truly essential,

(2) Whether the patents are valid;

(3) Whether the implementer has infringed these patents;

(4) Whether the patent rights are enforceable’:

(5) Whether the entity who has exercised its rights is the true holder of the

patents; and

(6) Whether the patents have not been exhausted.”
(1) B2 15 F 1R 0] S AR o 2 1 B

(2) LHRIEEGER:

(3) Lt F R TIRIL T XA

(4) BRBUE B AT AT

(5) ATAERCR I A2 5 2 B M EAEREA A

72 (R BRIV R)E IR AR (25 ks, B, 2022)

73 Under U.S. law, patents can be held unenforceable if the rights holder engages in inequitable conduct
before the United States Patent and Trademark Office by, for example, withholding material information with the
intent to deceive (Therasense v. Becton (U.S., CAFC, 2011)).

74 Nonetheless, in LG v. TCL (Germany, District Court of Mannheim, 2021), the implementer presented a
counteroffer of licensing terms including a condition to exclude products, for which the patents were exhausted,
from the calculation of the license fees, but the court held that the counteroffer would reserve a right to be
exempted from the payment of the license fees by raising the issue of patent exhaustion and thus not satisfy

FRAND terms..
75 RS EEA, W E R NAE S B LRI R AR BN FA A 094T A, 40 Be i 5 B B B W,
N EF a0 AN € A TCIEESEMi) . (Therasense If Becton & (3£[E, CAFC, 2011) ) .
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(6) AL ERZBEAHR. 7

When implementers challenge the issues identified above, as specific
grounds of such positions, for example, it is useful for them to provide, among
other things:

2SI R IR (AR PSRN, A DI A B AR, B, BRI A
Ab, RALLLN ABEX AT A 22 i

(1) Documents that provide the basis for the implementers’ refutation that they do
not infringe the subject patents;

(2) Prior art that serves as grounds for invalidating the patents;

(3) Technical information that provides the basis for the argument that patents are
not essential; and

(4) Documentation that provides the basis for the argument that patent rights are
not enforceable.

(1) SEJtE# S S FAMR AR I AR AR S 1) S 15

(2) 1ER LRI TE R I A B

(3) NWIELFIA R ARAE L R HARME S

(4) AT FIBAS T St B2 B4 1) ST

(Reasonable Amount of Time for Response) / ({F i /5] /[ 4 FERT 1E])

When reference materials provided by rights holders to implementers are not
sufficient, it may serve to mitigate risk for the implementers to promptly request the
rights holders to provide such materials.

AL FIBON 1) Lt S IS E AR TS 0 I, St S i R B RN R
BLIXLERPRL,  ATRER BT FRAR R .

The reasonable amount of time needed for the implementer to express its

76 R, £ LG VF TCL & (FEE, SHEWHBXER, 2021 ) F, sSLitiEed 7T &R 252,
Hrp A5 LR SR P M HERR R AT S 2 A, BEERBEUN, REZPG R IE R R A
JR A R S TS VE AT 3R OACR),  RLEAN# /2 FRAND 252K
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willingness to obtain a license after receiving such information from the rights holder
may vary depending on various factors, such as the number of patents at issue, the
complexity of the technology, the level of knowledge the implementer may have
about the technology, any prior relationship, business transactions, and the state of a
dispute on essentiality, validity, and infringement between the parties.

St AR W AR A A L RA5 S8R 2o T SR AS Y W] i 5 1 & BRI
] Rl BE 2 R R R T A BT AR, 40 Sl L RIECR . SoRM R 2k St
FIRERSBORK T AEFERE  ARMTSERTIISC R BLAS S BLRRUTS FEARHE b B |
A AR A5 T 1 - PR DL »

If there are relatively few patents at issue and the implementer is familiar with
the technology, it may be reasonable, in some cases, for the implementer to express its
willingness to obtain a license in a relatively short period of time.

R UL T R D, T H S AR ZEOR, EREE LT, SLi
HAEAFS B R IS [R) A R 8 S 3R AR VAT AT e & FE A

On the other hand, if there are a significant number of patents at issue and the
implementer is unfamiliar with the technology, several months or more may be a more
reasonable time frame. For example, when a SEP-implementing component supplied
by a third party is used in an end product, the end product manufacturer, if involved in
the negotiations on the implementers’ side, may need to obtain technical details about
that component from the third-party supplier and thus may need more time to respond.
If the initial substantive response requires more time, it may help to mitigate risk for
the implementer to notify the rights holder and explain the specific reasons for the
extra time needed so that it is not perceived as a deliberate delay (refer to I1.B.1.).

T3, WA KERLTAAE U 1 H S E W SARARE, JIAH B
ST (8] A] G e — /N FE S ER A (R YE s . filhn, ME =5 SRR STt SEP 1T
PR T S o b I, 2 7t A3 R A SRAF OV SE S — 5 2 BRI, Al Re e
MERS =07 A S R IR FR R AT 5% T R BRI , B v 5 75 2 55 22 R ] ok (]
IVASESSS & o) UES MR & A B VAT 23 SE A o] i P Sy e S e T s = S A s G
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(Notes on Implementers’ Actions) / (L pE 217 X9 H97F /8 FH )
The following are examples of actions by an implementer that may increase the

likelihood of the implementer being perceived as acting in bad faith:

AN 2 A RESE N S 5 AT 0NN 2 B R i S

(1) Not giving any reason for a very late reply or refusing to negotiate at all, even
while continuing to use the infringing (or potentially infringing) technology’’;

(2) Claiming it will not start negotiation unless all grounds for essentiality and
validity of the SEPs are first provided,;

(3) Unreasonably delaying negotiations by, for example, persistently demanding
that the rights holder provide information that cannot be disclosed due to a
confidentiality agreement(s) with others;

(4) Refusing to conclude a confidentiality agreement, while demanding that the
rights holders provide claim charts, including detailed claim interpretations
containing confidential information,”® or making repeated revisions to
confidentiality agreement conditions to delay negotiations;

(5) Repeatedly making meaningless responses; or

(6) Colluding with multiple other implementers in obstinately refusing to obtain a

license on the grounds that others have not obtained it.

77 U.S. Dept of Justice and U.S. Patent and Trademark Office, Policy Statement (2013); In Apple v.
Motorola (U.S., CAFC, 2014), the court stated that an injunction may be justified where an infringer unilaterally
refuses a FRAND royalty or unreasonably delays negotiations to the same effect. After that, the Policy Statement
(2013) was withdrawn, and new Policy Statement (2019) was jointly released by U.S. DOJ, USPTO, and the
National Institute of Standards and Technology (NIST). As in the case of the Statement (2013), in this new
Statement (2019), an injunction can be justified.

78 In Sisvel v. Wiko (Germany, District Court of Mannheim, 2019), the court stated that the fact of the
implementer’s refusing to conclude a confidentiality agreement with the rights holder was a sign that the
implementer had no intention to negotiate a licensing agreement with the rights holder. Also, the court held that
this response of the implementer fell under the act of delaying tactics and that the implementer was a bad faith

licensee. o
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Even when the implementer deems that the reference materials provided by the
rights holder are insufficient, making no response at all may increase the likelihood of
the implementer being viewed as acting in bad faith. In such a case, it may help to
mitigate risk for the implementer to respond to the rights holder at least by, for
example, requesting specific and necessary reference materials.

B S Jt I N B MRS S B AR T8 705 (B 58 e AMEURT S (AT 4
o 8 0 S A R AT REE . AERX MU DL T, S /bl i SR AUH]
NARGEEARFIL Z S 25 R R BIN, Uit m] RE 2o Bl 1 FRAR XU -

When discussions about essentiality, validity, and infringement of the SEPs are

still ongoing, it may not necessarily be viewed as acting in bad faith if an implementer

79 26 [H R AL E LR B bR, BOEAN (2013 4F) ; ERRIREILD RE (EE, CAFC, 2014
), IEREIEH, AR G T R4S FRAND ¥ 1] % BAS A B0 6 ZE AR [ 25 R ik ), MIIAE 4w fig
FEGHM. ME, (BORAEW (2013) ) HHE, B (EEESEB (2019 ) HEEENER. EE LR
bR R SE [ B SR bR S EORBE AT (NIST) BEGRAT. 5 (FEA (2013) ) [IRE6L—FE, fEXAHIH (GF
Bl (2019) ) o, ZEL A UIBHEN R AR

80 7E Sisvel Jf Wiko & (fE[E, SGMHIXIERE, 2019 ) i, ERiRoR, LhiE 6455 RN
IRE R SR, S RS TR RAVE T [, SRR, St X f i B s
WA ATy, S = — B R R A
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does not promptly express its willingness to obtain a license. On the other hand, some
courts have ruled that implementers should promptly express their willingness to
obtain a license while reserving their right to challenge issues of essentiality, validity,
and infringement of SEPs®!' 8 Thus, from the perspective of minimizing the risk of
injunction, it would be safer for an implementer to express its willingness to obtain a
license at an early stage of the negotiations while reserving its right to challenge
issues of SEP essentiality, validity, and infringement.
KT SEPs HIARHEL AL . A RAEARAU S AEREATIN, W0 RS
B KN RIEHPRBFTER, A2 ET N B—J5im, 5%k
Bt D HE, Lt Nz A RIS AV AT R, (RN OR B XS SEP ik
Tk ARV R e AR . 83 ML, AR M EE S XU ) £
JERFE, St 72 R A SR B A HIRG VT R, [ OR B Hxf SEP
PRUELEENE . AT AR AL ] R S AR, = B2 4

3. Step 3: Specific Offer from Rights Holder on FRAND Terms /

3. 838 TRMAWNE FRAND AERBFEEY
(Overview) / (Fit)

If an implementer has expressed its willingness to obtain a license, the
rights holder may promptly present to the implementer a written offer for a license

on FRAND terms. In addition to indicating its royalty calculation method (refer to

81 In Sisvel v. Haier (Germany, Supreme Court, 2020), the implementer responded to a licensing offer by the
rights holder after one year passed from the offer. The court stated that if the implementer did not reply for several
months, this would mean no interest in the license and that the implementer had no intention to obtain a license.
Also, in the ruling, the court stated that the implementer needs to express its willingness to obtain a license without
claiming any conditions, such as a condition that it would obtain a license only when the court recognizes the
validity of patents and the fact of patent infringement.

82 Huawei v. ZTE (EU, CJEU, 2015).

83 f£ Sisvel Jf Haier 5¢ (T, HmiEl, 2020 4) w1, SEili# £ L MBS VT 2220 — 4R J5 X 1
PEHIRIN . dERESE Y, RSCHE AL N BCA IR, I R R VRT3 Ml St oA SRS 7
AR S35, bR ek, SO T EAE A LA AR SO T RIS A BRI E R,
filtn, R TEE BRI T R B AN L RIR AL 95 SE R A 23R AV ] 1 2% 1

84 Huawei J/f ZTE (BK#, CJEU, 2015 %)
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II1.), the rights holder normally presents specific grounds explaining why the offer
is on FRAND terms. This is done for an implementer to determine whether the
presented terms are reasonable and non-discriminatory.®> 8 Nonetheless, in some
court decisions, the court stated that such obligation would not arise until an

implementer clearly expresses its willingness to obtain a license.®’

U0 R St R R IR SRS VR AL, L AR AT BL LRI [ S Bt 5 AR
FRAND 7K 3R GV Al M 2220 . B 1 BBVl 2 i 55340 (S =
i) LRBONEH 25 B H, #ROUT 4125202 L FRAND /K i
IMRAEREAT VF R [ XARANR DY 1 ARSI g P 388 HE 110 2% 302 75 & BRI 15
Mo 88 89 JUEHE— Sk e, dRBERR, RSN # B i R R IS RSV T
AT, ARG,

For portfolios containing a large number of SEPs, even in cases where a rights
holder presents a royalty offer based on comparable licensing terms accepted by the
market, it may still be helpful for that rights holder to provide an explanation with
specific grounds sufficient for the implementer to determine whether the terms are
reasonable and non-discriminatory.

xR KR SEP IR &, BIAE R AIBUN LTI 3235 32 (AT ELAC VR AT
FA PR MV 260, T MBS NP AT FAREE R RE, 2 DALE St i

85 “Good Faith Negotiation Guidelines for Standard Essential Patent Licenses” of METI provides that the
rights holder should provide specific license terms, including royalties, to the implementer and that, in addition to
explaining how the royalties are calculated, the rights holder should explain that the license terms are FRAND by
using appropriate information such as information concerning third-party licenses, royalty rates of patent pools,
and court cases so that the implementer can objectively understand that the license terms are FRAND.

86 In Philips v. Archos (Germany, district court, 2016), since the royalty calculation method was not included
in the FRAND offer, the right to seek injunctive relief was not upheld.

87 Sisvel v. Haier (Germany, Supreme Court, 2020).

88 ZU A ) R 6 T FVE AT (38 R R AR B L, RSN L ) St 3 i (R LA (4 T 5%
A, BIEVER R, B TRV R SRV RO VESN, BRIBARDEIE MIE S, A RS = VR A B
LRt (AT B R AL RG], MRV AT 450 FRAND (0, DA S 2 6 % 2 W it B AR VF ] 2% 32
FRAND ],

89 7 KA T Archos 2 (BIE , X VLT, 2016 FF ), B T V1 AJ Vi n] 2% 10 TH B 2008 .45 £ FRAND
TLh, FTRATREE AR R A 19 3 3CH

% Sisvel f Haier 2 (fE[H, ikl 2020 )
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XSRS A BT AR .

Such specific grounds may include’!:

X AR PR 2 EH T R AL R 02

(1) An explanation of how the rights holder calculates royalties®* (sufficient for
the implementer to objectively understand that the terms presented satisfy the
FRAND obligation.*® ; or

(2) A list of comparable licenses and their terms, if any,”® (including royalties
paid to, or received from, other companies for equivalent
technologies,royalties by patent pool, etc., which may or may not be disclosed
depending on the terms of confidentiality in licensing agreements with other
companies) (refer to I1.B.3. and II1.A.3.a.).

(1) R RIBN Qe T VR AT 2R AR (8 PALE SRt 20 W BE A P 572 L £
AR FRAND 55, 77); 80
(2) ALV AT R AR B CINRAE R % CROAE ) Hofl 2 =) ST Y

91 For example, rights holders may also be able to present prices of products or components that are used as
the basis of the royalty calculation, the ownership ratio of the rights holders relative to the total number of SEPs
related to the standard, and the date of expiration of patents.

92 filhn, HRIBN T LLHE A D9 vl 2 vk 5L A0 7 o G AN RS, LRI T S AR %
i) SEP BRI FTARLLLS],  DLRE R IR H 3

93 In Sisvel v. Haier (Germany, high court, 2016), the court stated that the rights holder needed to show the
factors that formed the basis of its royalty calculation. (Although this ruling itself was reversed by the Supreme
Court in 2020, this part was not denied.)

94 In NTT DoCoMo v. HTC (Germany, district court, 2016), the court stated that the rights holder needed to
make it possible for the implementer to understand that the offer satisfied FRAND terms based on objective
criteria.o

95 In Sisvel v. Haier (Germany, high court, 2016), the court stated that if there is a license program of the
same quality and scope as the portfolio, it is necessary to make a comparison with that program. (Although this

ruling itself was reversed by the Supreme Court in 2020, this part was not denied.)

96 fE Sisvel YFilF/RE (FEE, ®AIER, 2016 ) 1, LB, LRI T E RS I 2
THHERAIR R (LR — A 51 2020 FEH A bR, (HiX—5Ha3a 5 E).

97 7E£ NTT DoCoMo ¥ HTC & (fB[E, HuiAikbe, 2016 4F) H, iEBERR, LRI T L2
REBSHLMR, 1ZEATFEHE T ZMARMEN] FRAND 23K,

98 1L Sisvel YFiff/RE (FEME, mSERE, 2016 ) H, EBEFRR, WA —MS5HEHFERERAE
RV E , #A BB 5 1200 H T LB (BARIX — 3 AR B 7E 2020 e mi A Be R, (HIX—i5
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(Notes on Rights Holders’ Actions) / ( EFIFNA 1T A9 H)

The following are examples of actions by a rights holder that may increase the

likelihood of the rights holder being perceived as acting in bad faith:
AR 2 AT BEdEnE FIBLNAT AL 9% = i B 5

(1) Seeking an injunction against an implementer who has expressed its
willingness to obtain a license on FRAND terms before offering a license on
those terms, for the purpose of gaining leverage in the licensing
negotiations;”® 1%

(2) Sending letters warning that the rights holder will seek injunctive relief
(cease-and-desist letters) to business partners of an implementer who has
expressed its willingness to obtain a license on FRAND terms, despite
ongoing negotiations'?!;

(3)Presenting an initial offer that is clearly unreasonable given court rulings and

comparable licensing terms, and sticking to that offer during the negotiation

process!%?; or

HERAWEEE .

99 In Realtek v. LSI (U.S., federal district court, 2013), the court stated that seeking injunctive relief before
offering a license on FRAND terms is a breach of contractual obligations. .

100 In Microsoft v. Motorola (U.S., court of appeals for the ninth circuit, 2012), the court stated that seeking
injunctive relief in a related case in Germany before the decision of the U.S. court is “vexatious or oppressive”.

101 In Imation v. One-Blue (Japan, district court, 2015), the court stated that it is an announcement of a
falsehood and falls under unfair competition to notify a customer of the implementer who expresses its willingness
to obtain a license on FRAND terms that the rights holder can seek injunctive relief. .

102 Nonetheless, in Microsoft v. Motorola (U.S., federal district court, 2012), the court stated that since a
FRAND declaration anticipates that the parties will negotiate toward a FRAND license, it logically does not follow
that the initial offers must be on FRAND terms but must comport with the implied duty of good faith and fair
dealing inherent in every contract. Also, in Unwired Planet v. Huawei (UK, high court, 2017), the court stated that
offers in a negotiation that involve rates higher or lower than the FRAND rate, but do not disrupt or prejudice the

negotiation, are legitimate. .
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(4) Not explaining how the royalty is calculated or not demonstrating that the

license offer is on FRAND terms.

(1) fE324t FRAND VFA] 25 F 2/, FREFX T 2 S N EE4, HINETE
VFRAT R A 3R G Zhy; 103 104

(2) M & RIE T £ FRAND Fefill b 3RAS Vi AT 72 I8 1) St o B8 7 s Ak R ik
BEE, RRTRBNEGTFRES K FIEMAIEE) , REIRHAIE
TEREATIO,

(3) $& tH— AR T Bt 1 B R AN ALK Vi AT 2%k B AN & BRI BT 2 AN
FEAE RS H IR I — A 106 Bl

(4) AFEREVE AT P2 i vk 50, BN UE BV TR /2 3% FRAND 7 4 H
iR

4.Step 4: Specific Counteroffer from Implementer on FRAND Terms / 4.55 4

F: LHHEET FRAND AiGRHKREL GRIEANT: 7K

(Overview)/ (&it)

If an implementer disagrees with the proposed FRAND terms presented by a
rights holder, the implementer may provide a FRAND counteroffer. When presenting
such a counteroffer, in addition to indicating the royalty calculation method (refer to
III.), the implementer normally indicates specific grounds demonstrating that its

counteroffer is on FRAND terms. This is done for a rights holder to determine

103 7F Realtek JF LSI % (E[E, BOIBHLX LR, 2013 45) v, kpidgi, 7E4% FRAND 53R L7
A 2R REE SRR G R XS5 .

104 FERCEHORBELE L (GEE, HLIKE BIRER, 2012 4F) o, SEBEROR, (EEENERE Bk
T, EARE R MEK SR T TR B O B

105 £ Imation Iff One-Blue % (HAR, HuJjvkBE, 2015 45) w1, vEBifgH, @1 RIEE LD FRAND
SRV AT B SLHEH 1% 7 BRI A REE S ROF, EREABBES, B TAATFES.

106 81, TERKVFEEFED H R (EE, BOTHIXIERE, 2012 45) #, EBiR/R, T FRAND 5
TR @ L PR HIIA B FRAND VRAT, KU MZ 4 EJF, B3R IA— 2 & FRAND 4K, (HUARF
R AR T E A ) E ARG RS X5 . 534k, T8 Unwired Planet YFHE % (BEE = 45A R, 2017
) 1, EREAEH, TS R T RIS T FRAND 20 5%(H A SR ELE I R R ML), A0,
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whether the presented terms are reasonable and non- discriminatory.'?’

U AR St 3 AN R R B RN H ) FRAND 7R3, WSt 5 o] @47 75 &
FRAND /Kifi N [EL) . SR REAN, B TR s it 505 (20
ML) Ab, SERtEIE TR EARARYE, R S E 4 5 L FRAND 7K AT
(K1, AR TR RIBONEAE P i th I 202 5 G B H AR, 108

Such specific grounds may include:

XL AR Y BT -

(1) An explanation of how the royalty presented by the implementer is calculated
(sufficient that the rights holder can objectively understand that the terms
presented satisfy the FRAND obligation); and

(1) ARSI & e th A VF T SRR iy ok 550 g DM RN BEWS e Mt 2
R FL TR AZ B 23K FT & FRAND & iE) 5 K

(2) A list of comparable licenses and their terms, if any (including royalties paid
to, or received from, other companies for equivalent technologies, royalties by
patent pool, etc. which may or may not be disclosed depending on the terms
of confidentiality agreements) (refer to I1I.B.3. and II[.A.3.a.)

(2) WRA R, S AT HBR AT R AR IR DR 2T AT e 449 i AN
BT RIN A, I R S BRSO 25 FoAth 28 =) BN A 2 w1 3R 45 458 2%
B %) (20 1LB3. fl ILA3.a) .

(Reasonable Amount of Time for Response) / (& FEH[a] /i [E])

107 “Good Faith Negotiation Guidelines for Standard Essential Patent Licenses” of METI provides that the

implementer should provide specific license terms, including royalties, as a counteroffer to the rights holder and
that, in addition to explaining how the royalties are calculated, the implementer should explain that the license
terms are FRAND by using appropriate information such as information concerning third-party licenses15, royalty
rates of patent pools, and court cases so that the rights holder can objectively understand that the license terms are

FRAND.
108 METI [ “Ardi b ZHRIVFOT (W3 MU AR MUE, ot RAR LRIV 263K, BFEVFT
B, AR EFRIBNEGEAY, IFHBR T R T SRR VPR AT 9840, S R i A R =
AR 15, L RIb 7 1T 2 SR RIE B 2 1 503 24 15 RORMRBEVF 1] 46502 FRAND, LU & RIBUN BB 7%
N BLEVF T 263K FRAN
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The reasonable time period from when an implementer receives an offer on
FRAND terms from a rights holder until the implementer presents a counteroffer is
determined on a case by case basis. When the technologies of the SEPs are not
complicated, the implementer may present its counteroffer in a relatively shortperiod
of time. When technological complexity or other issues require a certain amount of
work to prepare a response, it may be deemed reasonable for an implementer to
respond in several months or more.

4 St B B RN FE T FRAND 7K U (4R ACE 2 Ja, Setif 32 Hh I B4
& RN [A] BOR AR Y BAATS DU € « (E SEP BERAR I IS, SEHE# 7] LA
FERE ISR PR IR 1) A B2 Hh S B2 24 o 23R A3 2y B LA i) UG 2 2 AR A M e 1) R
[l NERSF S it 5 ) B B A T A [ S T 2 5 B

Factors that may determine what constitutes a reasonable amount of time to
provide a counteroffer include: the number of patents at issue, the complexity of the
technology, the number and type of products at issue, whether any comparable royalty
rate exists, and whether the parties are negotiating a worldwide license or regional
license (refer to I1.B.1).

TRIE S SCEL B)-E BN R AT RE R R EAE: WA EREE . BRE
RRESE S B R ORISR L S A AR AR ] SR At EERL A AR AT B DAR X
JiRAE BRI X TR (S0 1LB.D)

(Notes on Implementers ’ Actions) / (M2 1T A 197F & FHI0)

The following are examples of actions by an implementer that may increase the
likelihood of the implementer being perceived as acting in bad faith:

PR 2 SE it AT 9 7 1], 32 64T ] E 2 BN S i 2B M Rl AT 9 AT
REME::

(1) Not providing any counteroffer on FRAND terms after a rights holder has

presented specific grounds showing that its proposed licensing terms are
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FRAND'®;
(1) fELEFRIBNSEH T FRAND A% RAUEZ )G, ANLL FRAND 7K i 18
AT AT J E 2 5

(2) Presenting an initial counteroffer that is clearly unreasonable given court
rulings and comparable licensing terms, and sticking to that counteroffer

110.

during the negotiation process''’; or

(2) SRR A R AL 2 2R L, 0 R 4 B R 320,
FEAE VIR R R A B

(3) Not explaining how a proposed royalty is calculated or not demonstrating that
the counteroffer is on FRAND terms.

(3) WA MR M S EA W V] B R E ), A U R E LR AT
& FRAND 7 o

An implementer who does not provide a counteroffer on FRAND terms may not
immediately be viewed as being in bad faith when further discussions are needed to
determine the technical relationship between the subject patents and the standards as
well as the validity of the patents, or when a rights holder does not provide any
specific offer on FRAND terms or the basis thereof.

2 7 D T Ve LU 58 A5 P R L RRT bR #E 22 18] IR AR SGIEE BAS & I
A BT, BE T RIBNKA BARRK FRAND 7 a4 S0, S AR 3& % FRAND
R 1) R LIA 22 SR S AT N

5.Step 5: Rejection by Rights Holder of Counteroffer/Settlement of Disputes
in Courts or through ADR /5.38 5 5. £EFIMN AL REL/EiTEFREE ADR

109 In Apple v. Motorola (U.S., CAFC, 2014), the court stated that an injunction may be justified when an
implementer unilaterally refuses a FRAND royalty or unreasonably delays negotiations to the same effect. In NTT
DoCoMo v. HTC (Germany, district court, 2016), the court granted injunctive relief where the implementer did not
respond or make a counteroffer for 1.5 years after receiving the FRAND offer and six months after the filing of the
court action.

110 See Footnote 53.

111 W 53,
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(Overview) / ()

Generally, negotiations proceed through a process of offer and counteroffer
between rights holders and implementers, but if a rights holder rejects a counteroffer
from the implementer and the parties fail to reach an agreement, and if one or both
parties does not wish for time to go by without agreement being reached, they may be
able to address their dispute in court.''?

R UL, RN T AN St 2 1] LA S A BEAT, IR
BONFE 2645 52 20 v St o 5 0 S 2 20 9 HLAA D5 R se ik e ises, B 2R —J7 8k
W7 A BAEARTE BB EOL P IR PRI IA], 4835 N s A p YR VA SR A ok 113

As an alternative to litigation, the parties may agree to settle their disputes
through Alternative Dispute Resolution (ADR), such as mediation or arbitration.

N F 2t ADR (1 A g sf 855D VRN IRiA i B AL 387 %
KDL o

(Utilization of ADR) / (ADR HIF/)

Since it may be unrealistic for a court to determine the essentiality, validity, and
infringement of dozens, or potentially even hundreds, of SEPs, a rights holder may
choose several of its important patent rights to bring to court. Some argue that the
greater procedural flexibility of ADR such as mediation and arbitration makes it more
effective in terms of promptly settling SEP disputes over a large number of domestic
and international patents.

Tl v Bk i 2 B AN B HOT A SEPs (L E A A RENRBLAT e
PERAILSER, PRI L FIBONE W 2 B B AR IR R . — 2L

112 In Realtek v. LSI (U.S., federal district court, 2013), the court stated that if a putative implementer
refuses to pay what has been determined to be a FRAND royalty, or refuses to engage in a negotiation to determine
FRAND terms, an injunction could be appropriate.

113 #£ Realtek ¥F LSI % ([, BRI ERE, 2013 45 o, ikRefath, WRHEE L& H452
fTEHiE AN FRAND FRevALVFR] 9%, BIEAZ 51E FRAND ZRI0IRA, 54T Re/EdE 4.
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bRt R e SEP G+ A 2K

Unless used as a tool to intentionally delay negotiations or increase cost, ADR
may be a more prompt and more cost-effective approach, compared to a lawsuit.!'*
51n addition, parties have more flexibility in setting their own rules and procedures.
As an example, parties can agree that arbitrators will make decisions only on royalties
for SEPs on FRAND terms, without considering the essentiality and validity of the
SEPs.!'1

Bl AR R A IR R A B R U Ay H 4, BRVFIAMLE, ADR AIfER
BT B T A TR RN Ve A, S AT DA SE A S e R K AR
Fe, an, 242 N A] LR R AR 3 5342 16 SEPs B2 R A i, A ik £ FRAND
ARV T HIVER] 3119,

In particular, an international arbitration process may be used to reach a single
settlement globally as arbitral awards overseas are recognized and enforced under the
New York Convention.

R 9l e T LA Y ] B A e AT R A TRV I LR — SR ke, BRI DA T i el ok
ATUARSE (AL AZ0) A5 B NAHAT .

114 Although forms of ADR such as arbitration may not be quicker and more cost effective than litigation in
every case, there is a view that arbitration has numerous benefits over litigation with respect to efficiency (Benefits
of Arbitration for Commercial Disputes, American Bar Association).

115 For example, in the International Arbitration Center in Tokyo (IACT: established in 2018), arbitrators
and mediators selected from major jurisdictions around the world will resolve international disputes over IP rights
within one year from the official start of the arbitration procedure, unless otherwise agreed by concerned parties.

116 There are many ways parties can structure ADR, including authorizing a neutral (or panel of neutrals) to
decide certain discrete issues or make non-binding recommendations as to those issues.

117 JELEREMIEOLN, M55 ADR TR BEIF A LEIRIASEAR . S B AR &, (HA — RN,
TERURTTHE, IR 2R (RS AL, KRB .

118 B, EARFCER AL GACT: BT 2018 ) , BRAESAAHE, 50 H I 3 2 EEE
Bt DX PRz ) oo D AT 88 e £ A B PP LR 50UR Bl G — S R R EIR P B E B i . 8 R85 TR

119 HHENFLLEE 2 A7 A E ADR, SIFERAPILN (P NN dhesE 5L L8 B i sl 1X
B i R AN L LR L
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Some consider, however, that there are demerits to the use of ADR. For example,
ADR requires prior agreement between the disputing parties, which means that
disagreements over procedures can become protracted; it is difficult to determine the
validity of patent rights through ADR; and the content of ADR is undisclosed and thus
lacking transparency.

AT, AL NN ADR M FHAFAESREG . B0, ADR ZESRG BN 5%

IR R ERE R B BT B i B AE ;s G ADR XE A E L AL
HIA %M H ADR KA ERATTE, SRZEHEL.

Some argue that proposing or accepting the use of ADR could be considered as
evidence of good faith in negotiations, while others regard it as a rather weak
indicator of good or bad faith in most cases. Either way, while the refusal of ADR
options may not immediately be viewed as bad faith, continuing to do so may be seen
as bad faith in some cases.!?

—2 NNy, $RINEESZ ADR BT AT AR 938 SR A BOIEdE, 105 —
S NJUWATERZHUEOL T, B — M 258 )35 B B S48 bR . TIe i Ah 7 X,
HIMELAIEFE ADR F2 /7 7] BEA X LEI B R, (ARSI DL N 4RSI R
ARES B E .

H

(Security Offered by Implementers) / ( HHSZ i Frf L £8)

Under the framework presented in the CJEU decision in the case between
Huawei v. ZTE, the court stated that when an alleged infringer has used SEPs before
concluding any licensing agreements, from the time its counteroffer is refused, the
alleged infringer is required to provide appropriate security in accordance with
recognized commercial practices in Europe, for example by providing a bank
guarantee or by placing the necessary amounts on deposit. It also stated that “[t]he
calculation of that security must include, inter alia, the number of the past act of use

of the SEP, and the alleged infringer must be able to render an account in respect of

120 In Huawei v. Samsung (China, Shenzhen intermediate court, 2018).
121 ERNF=ESR ChE, wIIPgERE, 2018 ) .
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4

those acts of use.” This is based on the idea that it would be contradictory and
therefore unfair for the implementer to assert its willingness to pay the license fee but
actually fail to do so even while using the product.

AR WK VR e Xt He oA f o % S oh TR HE A 2R, R, )RR AL
NAEZEVT VR R B SCRT fE H 1 B v s B8 ) HL S BEA AR 2, R RN AL S
SR AT BRI L S 55 T R = E 0k, Bl (AR AT 48 DR BAE N i ZEE (R <
BERN, MO 8 SEP AT N EE, JF HARE
HR BN AL ZTRE NS WX Le A AT AT B . 7 IR JE T IR — i AR o SR sk
TN PR B R SO VE AT 9 Y, AH S BR B ADLEAE P i N R R, IR T A
, B RAN AR

Although providing such security may be a factor in considering good faith, an
implementer’ s failure to offer security may not necessarily increase the likelihood of
being viewed as bad faith in regions outside Europe, such as Japan and the United
States. There is a view, however, that where an implementer lacks the financial
capability to meet its financial obligations under a license ultimately to be concluded,
the implementer could be viewed as acting in bad faith for not providing appropriate
security.

JERMEZAR IR AT BE 2 BNV BB Z, (BRI ELAN X3,
HARBGSEE, et ARAHHREA —EMagol . AR, F—FM 0L
N, RS B =2 W 55 B8 R B AT H e & BT IR BUR A N BIIM 55 3055, T
2SN A RE 2 RIEIE SR a2 R & =

There is also a view that the provision of security gives both parties the incentive

to negotiate in good faith.

WA — MU AN, SEHHA ORI 34T 3 SR
(Exercise of Right to Seek Injunction) / (224 KK HT1T12)

Around the world, there has been an accumulation of legal precedents

concerning SEP-related injunctions. Most courts have imposed limitations on the
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exercise of the right to seek an injunction against implementers who have responded
in good faith, and have determined that it would be appropriate for a rights holder to
be allowed to exercise its right to seek an injunction when implementers have
responded in bad faith during the negotiation process.

HFREEN, SPMERCEEMR THZE SEP ZELMRHHIB . (X LLH ]
Fr, RZHGERE O 3 R8N St AT A 253 RBUREIN 1 PR, X Tk
FISEARE B Lt E, NN VL MBAT M ZE ] SAE RBGEE 2 1

Nonetheless, grounds for restricting the rights of SEP owners to seek injunctions
vary by country. For example, there have been cases in which the exercise of the right
to seek an injunction was restricted based on, in the United States, the requirements
for seeking injunction, as detailed in the decision by the Supreme Court in the eBay
case and the contractual effects of FRAND declarations to SSOs on third parties'?? ;
in the U.K., the contractual effects of FRAND declarations to SSOs on third parties'??;
in Europe, a violation of the Competition Law by the rights holder’ s abuse of its

dominant position!?*; and in Japan, the rights holder’ s abuse of patent rights.!?®

122 In the United States, in general, an injunction (35 U.S.C. 283) takes into account the four requirements
identified in eBay v. MercExchange (U.S., Supreme Court, 2006). A plaintiff must demonstrate: (1) that it has
suffered an irreparable injury; (2) that remedies available under the common 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. Regarding SEPs, in both Microsoft v. Motorola (U.S., federal district court, 2013) and Apple v.
Motorola (U.S., CAFC, 2014), the court regarded the FRAND commitments to the SSO as a contract between the
rights holder and the SSO for a third-party beneficiary, and did not grant injunctive relief because the rights holder
did not satisfy one of the factors in eBay (U.S., Supreme Court, 2006), namely “that it has suffered an irreparable
injury,” because the contract between the two parties enabled the rights holder to obtain relief via the royalty paid
by the implementer. In Apple v. Motorola, parties’  attitudes toward negotiations are also considered as a factor.

123 In Unwired Planet v. Huawei (U.K., high court, 2017), the court stated that the contractual effect of the
FRAND declaration to an SSO will extend to third parties. This was supported also by the decision of the Supreme
Court in 2020.

124 In Huawei v. ZTE (EU, CJEU, 2015), the court identified the steps that the rights holder must take
before seeking injunctive relief, such as alerting the implementer or presenting a specific, written offer for a
license on FRAND terms. The court held that if the implementer improperly delays after these steps are taken by
the rights holder, an injunction will not violate competition law and seeking injunctive relief will be justified.

125 In Japan, there is no provision that limits an injunction in general, but regarding FRAND encumbered

SEPs, in Apple v. Samsung (Japan, IP high court, 2014), seeking injunctive relief against a person who is willing to
48 /115



A=z

IP ECONOMY Www.ipeconomy.cn

98T, AR IR SEP & RIBUASE & HERBUNIL I AR . B, 2
[ BB 7E cBay P HEAIEI TSSO H FRAND /R 55 = A Bl 244
AR A 29950 SSO 1) FRAND /K05 = A &) 0 0R !
B BB AT P SRR TR SR8 s AR BN R UL
i,

Also, competition authorities in Japan and Europe suggest that demanding an
injunction against an entity that is willing to obtain a license on FRAND terms may
be a violation of competition law. '*The competition authority in the United States
does not agree that this conduct comprises the basis for a competition violation,'’

although it might be reviewed after the change of administration.'3! Attention must be

obtain a license was deemed to be an abuse of rights.

126 7E£[EH, 284 (35U.S.C.283) —fi&# & eBay if MercExchange (3£, HEiERE, 2006 )
i FIPY IR . R R AUEN (1) HIER T IEIRAMIIE . (2) EdEk N AR,
SRR, ARDAMEIZSIE;  (3) HIER IS M L [0 AT, ARt R IESEK (4) KA
RO REAENILRN G R TARHEL E LR, 75 Microsoft VFEEFEE hi (EE, PEFHLIX %55, 2013) 1 Apple
VREEFEZ L (3E[, CAFC, 2014) 1, VEBiHPK FRAND *f SSO MI&#WALFIBAE SSO ZIaf]
FRAS =TI N, IFHBARTELSHT, PIOAEFBAARE eBay (GEH, fmikbi, 2006 )
HEI—ARER, B ez T RERANIDIE ", PO RS XS 5N AN RE W I8 St
ST HORFAFBCA AT B3RS R0E o AR RIFBEFED RS, M AN RAESE R — R,

127 7£ Unwired Planet JF#A% (B2, % kbE, 2017 ) o, %Bidkih, FRAND F#% SSO 1
RO RS =77 IREVABIE 2020 SR HRE 1 3HFFIX— .

128 TEHA, —MEARBIZESMZN, HXT FRAND BAIRMIFAELELF], 7 Apple F—=/E %

CHA, 1P @%ERE, 2014 ) o, W REESRSVFAT IO TR AL Josr =il FRCR .

129 See, for example, Motorola v. Apple (EU, EC, 2014); Samsung v. Apple (EU, EC, 2014); “Guidelines
for the Use of Intellectual Property under the Antimonopoly Act” (The Japan Fair Trade Commission, 2016).

130 Makan Delrahim, then Assistant Attorney General (2017-2021), Antitrust Division, U.S. Department of
Justice (DOJ), stated as a view of the DOJ that “it is just as important to recognize that a violation by a patent
holder of an SSO rule that restricts a patent-holder” s right to seek injunctive relief should be appropriately the
subject of a contract or fraud action, and rarely if ever should be an antitrust violation.”

131 For example, in the U.S., based on the Executive Order on Promoting Competition in the American

Economy issued on July 9, 2021 after a change of the administration, in order to avoid the possibility of widening

anti-competitive market power beyond the scope of patent rights and prevent the abuse of standards-setting process,

the intersection of the intellectual property laws and anti-trust laws would be reviewed, including discussion on

possible revisions to the past Policy Statements on SEPs. In December 2021, new draft Policy Statement was

jointly released by U.S. DOJ, USPTO, and the National Institute of Standards and Technology (NIST) and public
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paid to the future trends of how the authorities in each country respond to this
situation.

BeAh, HARHMER EE AT 55 1) A RRR, X EEIRTS FRAND # A SE
PATALEE AV KRBT e 22 IR FE 4 ik o 19236 [H 3245 A P S8 4 100 224 =) U AN [R) ok
RS R R FE LI, REE RS EREEITHE. B&EY
JB3 6 AR SR T AR 1O PR R R A 5 I 214 ] %

B. Efficiency / B.RAZ

To conduct licensing negotiations smoothly, it is also important to consider
efficiency along with good faith. The following sections address key points that
should be considered for the efficient conduct of FRAND-based negotiations.

NAEBRAIBAEAT, Brag S M aidh, R W Rt EE, LUR
B UWIAE FRAND 7&K iE T, AR BT RAIRIZIE B A HE A

[Factors for Efficient Negotiation] / [ 5 30F ik F.2 B Z K ]

1. Notification of a Timeframe

2. Parties to Negotiation in Supply Chain

[98)

Protecting Confidential Information

b

Choice of Patents subject to Negotiation

5. Geographic Scope of License Agreement

.O\

Patent Pool Licensing

~

Greater Transparency of SEPs
LB AR F RS

comments were requested.

132 i, ZWEEFEPROFERSE (. B, 2014 45 3 ZBIFERSE (K. Bk, 2014
) MRIEREWEAA AR (AN FR SRR, 2016 ) .

133 B, fERE, WR\BUFHREE 2021 4£ 7 H 9 HAAAR (RIFEEZHF 7B L)
DAIBEG K [ 5% G Tl 3 77 B K BIE H G R SURN 5 13 PR b v o) s ek A, o o A R BOE A S ZE TR 1 58
X, AR B AR L RIBCE A A REEAT . 2021 4 12 H, EEENER. EELARE
JE AN [ E AR SHARBE ST (NIST) BEE R AT T HIECR AR SR, ERARE
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1. Notification of a Timeframe / 1IBAIRFHIE (BEAG: 5kHET)

For negotiations to proceed smoothly, it is desirable for the parties to notify each
other of the overall expected timeframe as well as the timeframe required for each of
the stages identified in II.A above.

AEBRFNRR AT, 5 R Read AN 77 TASCILLA Big b ik 2 % i B
I AR .

The negotiation timeframe may vary widely. Factors that may be considered in
setting reasonable expectations for a timeframe may include, but are not limited to:
the number of patents at issue, the complexity of the technology, the number of
different products and types/nature of the products at issue, matters pending in the
courts or patent offices that relate to issues underlying the negotiation (e.g.,
essentiality and validity), and the number of licenses the patent owner has already
granted for the SEPs.

TR L EIRAIN R AT BB WK E R, ARG BT R A A 2 5 &
R, UREART: FNRANRERMERE. BORIEIRE . ASF T i1
B NAERARS G i AN SE L P i AR ST L R T AR R R Tk B B R
FARLR) 22 B B A R SV AR [R) S DA SR MR E 443 SEPs 1

B

In the case that an implementer seeks to secure a relatively long negotiation

timeframe, there is a view that the specific grounds need to be explained to the rights
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holder to gain their understanding.
5 S 5 A DRAE R K YA RR I, A7 2 I A 0 2 1) B RN 15 )
(SEREEPIR/RE S

Naturally, as discussions proceed, there may be events that require the timeframe
to be changed. Nonetheless, discussing and clarifying the expected timeframe early on
can enable both parties develop a shared sense of the likely negotiation timeframe.'**

R, BEERAIMIEERE, AR A A RN RIS L . SR, R
W JELE B 2 AR FIYIRE T ASE U5 BE 8 50 mT R RO AR iR, 139

In particular, with product lifecycles becoming shorter, there is some concern
that prolonged negotiations could prevent the timely recovery of the investment that
would allow for investment in next-generation technologies. Some argue that
protracted negotiations may also lead to engineers and other resources that should
have been channeled into R&D instead being used for negotiations, creating a major
burden.

Rl 2 i A A AR RN, R AIIIIAL A W] e S i R I
BB RIBNTCIE B [BIOR — AEARTF R B A . 5%, BA NN, K
19 A1 AT R 3 BRI R G A A Sk 82 224 F A9 B0 B4 FH TR A, AT
J R AH

Meanwhile, when the negotiation timeframe is unreasonably short, there is some
concern that due to the lack of sufficient time to appropriately evaluate the essentiality

and validity of patents and the terms of license, implementers are forced to agree

134 While the overall negotiation timeframe will vary by case, some suggest as a rough reference to what
timeframe needed for prompt completion might look like that complex cross licenses with vast portfolios might
complete in 12 months, one-way licenses with fewer SEP families at stake in 9-12 months, and simple one-way
licenses with a few patents in 6-9 months. Others, however, do not like the idea of any numerical benchmark for

negotiation timeframes.

135 EAR AT PR YA 8] 2 RN SR 5, A N SO 578 R T 5 I (B HEZR AR 25 00, il
L5 ZAEFIHE WA BARBOX R A R BITRELE 12 N H N5, 8/ SEP FIR I B A 9-12 /4
HW5ER, PR E LR ] R [ R AUE 6-9 N H A SEML 53— I, A AN B AR % T POA I 1] 2R
IRy S
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licensing terms one-sidedly claimed by rights holders. Also, some argue that certain
licensing terms may cause price hike of products and negatively impact the adoption
and use of standard technologies.

[FIIS), 4R FII (AL AS & BB AR RTINS, A NFH O B TR = 2 8 R IS ] R 24 1
PPAl BRI VF ] 25 R 1 B B A 2, S 2 90 [R) BRI R N 57 T 22
REVFAT 46k b, A ANFeH, FEEVFn & 30nT e R EU= kg Lk, I
X b A 5 A P R FH AR A F 7= A= 7 T 52 o

While some consider that notifying the estimated length of time for licensing
negotiations may increase the likelihood of that party being perceived as acting in

good faith, others suggest that not doing so will not necessarily be perceived as bad

faith.
HIRA NI REZBGRF R IR A] 5E 2 BN gelon 38 AT 8 al fedt, =
WA H A NN A BRI TG I [ EA— € 2 BB EAT .

/

2. Parties to Negotiation in Supply Chain / 2.8 8% A 2 F 4k
(Overview) / (Fid)

With the spread of IoT, the use of standards has become more common. One
issue often arising during negotiations is which entities in the manufacturing supply
chain should be parties to licensing negotiations (e.g., component suppliers versus
end-product manufacturers). There may not be a problem in selecting the parties to a
negotiation as long as the parties can agree based on industry practices. Problems may
arise, however, if, for example, a component installed in the end product implements a
SEP.

BEE VIR A 8 K, AR R SR . AEBRA TP B — NG,
e i) 3 A I PRI IR — A T AR A LA R AR A IR L) 1 4 2 A (8] 4an 221 14 B g B
AR AT G R ) o A RBBR A AR RG], R 2 T R i )
SRINT,  BIANAERS BT f 2877 i U 2 F SE it SEP I 2 7 Az )l

While the level of the main parties to negotiations should be determined on a
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case by case basis, in the interests of, for example, making license management easier,
rights holders generally tend to want to conclude license agreements with the
end-product manufacturer. '*® On the other hand, the end-product manufacturer tends
to want the supplier that has the most technical knowledge on the subject component
to be the party involved in negotiating and concluding the licensing agreement. This
tendency is especially evident in industries where the general practice is for the
supplier to accept a patent indemnification agreement that puts the burden of licensing
fees on the supplier.

BIRFBCR A F AR 2 N 2 AR S s S B g , (BN L IR 5 8 P4%
B, R NG i) 0 5 246 7 i 1) 36 PR 25T AU 3R . 13755 — T THD, A WL 257
ot f) X8 TR Ay BEAE 2 A 5 4G B 22 OR RR B R B2 3 R D9 AU 4 45 V]
RS, ATk, XAESICHBIE, KOy A2 BB % 32 L A
A O, AR R ARV ] SR 4. .

(Implementer Who Will be the Party to Licensing Negotiations) / (#2251 £ F)
)L Tt #)

In general, the rights holder is in the position to decide with which party in the
supply chain it signs an agreement, e.g., end-product manufacturer, component
manufacturer, or sub-component manufacturer.

— I E , BB E 5 B i — A B R 4 S5 AL, i an
AT ER . FAHIER . MR AHIE RS

136 While some argue that the reason that rights holders want to negotiate with end-product manufacturers is
that they hope they will be able to gain more royalties that way, just as licensing rates change according to the
basis of calculation (refer to III.A.2.), licensing rates too change according to where the main parties to the
negotiation stand in the supply chain (lower for end- product manufacturers and higher for component suppliers),
leading some parties to suggest that negotiating with end-product manufacturers does not necessarily produce
more royalties.

137 B L AL RIBNAY B 5 5 287 i & R R A B B R RS AR A4y B2 AR AT TRE % LI A 75 23k
HEZ VTSR, BB T EIERT SR VR SRR A (SR LA2) , BRAUSRR RS A 2
S 5INPT E (RZ&7 MG R BRI R R A S A ) A L, SBECLai Il
RET G R EAT WAL IR P T 2 VFR] 9%
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Meanwhile, there is some debate globally on whether FRAND-encumbered SEPs

should be licensed to anyone who desires to obtain such a license.!?® 13

Jy— 77T, A RO H FRAND KK SEP, /&7 RAZ AT TS B4
BN, TEREBR ERA Gy, 140 14

There are some end-product manufacturers that consider it discriminatory and
contrary to FRAND commitments if the rights holder refuses to grant a license to the
supplier manufacturing the component when it requests a license. On the other hand,
some consider it inappropriate for the end-product manufacturer to refuse negotiations
when the rights holder requests it to obtain a license. In recent years, in some
countries, the court recognized cases in which rights holders may negotiate with

142

end-product manufactures as the party to the licensing negotiations.'*> %3In one of

138 The idea that rights holders must license all entities wishing to obtain licenses regardless of the level in
the supply chain is commonly referred as “license to all.” On the other hand, the idea that the FRAND declaration
is not a requirement for licensing to all parties using standard technology but is rather a mechanism to ensure that
those who want to use standard technology can access that technology is commonly referred as “access for all.”
Further, some argue that “access for all” means that it is enough to ensure access to standard technologies and does
not require access to a license. This opinion is said to conflict with the idea of “license to all.”

139 In 2015, the Institute of Electrical and Electronics Engineers (IEEE) amended its patent policy to state
that rights holders should be willing to make licenses available to anyone who requests a license. Objections to this
amendment have been made by rights holders (IEEE-SA Standards Board Bylaws (2015)). Also, in Apple v.
Samsung (Japan, IP High Court, 2014), the court held, regarding the language of the ETSI’s IPR policy, that the
FRAND declaration is not literally deemed a firm license grant because, compared with other possible wordings,
the expression is not definitive and contemplates further actions by the declarant.

140 B FIRUN L IR AL G5 v REAF B S A AN TR A2 A7 B o B D08 — A 2 0 R I A AR — PR O
"license to all". 53—75 1, FRAND & &5 #\ AR FFARZR G A A AR AESOR IO 2 33, T2 i PR AR
FIFARAER AR 9 AT DA B AR N, —BFR N access for all". B4k, —28 A<l NERAT LG 1)
WA RS AREROR T 288 1, JF EATESEVIE.  JE XA 5 < pra AVER] i A%
R

141 5%, 2015 FRE YL T2 (EEE)YBE L AR, BUA LT MBS EREHI A N IH
FRRER, KT XFIAE, SEP AR ASEH KT HIE W, (IEEE-SA Standard Board Bylaws 2015). B4k,
£ SERF =R (HA, MBI SHERE, 2014 4 o, RN, KT ETSI AR BUECR 5,
FRAND 7 HIJfR N7 i RO E VRT3 T, RO S HAL W RERITE T A LE, 2RI RIER, I
J& T BN — 224730

142 Examples include Nokia v. Daimler (Germany, District Court of Munich, 2020) and Sharp v. Daimler
(Germany, District Court of Munich, 2020), and Conversant v. Daimler (Germany, District Court of Munich, 2020).
For example, in Sharp v. Daimler, since the end- product manufacture claimed that the rights holder should grant a
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these cases, the referral was made to the CJEU, seeking preliminary ruling as to
whether they had an obligation to license suppliers on a priority basis.'** Nonetheless,
since the initial litigations reached settlement, the referral was withdrawn, and the
CJEU did not provide any views in this regard. Meanwhile, there are some cases in
which suppliers conducted negotiations as the party and obtained a license.!#’
R S G A, AR AR 246 17 1 36 27 1) 46 L ey AU V)
iE, A Hidije FRAND /&if. —J51i, —2 AN, LRIBONE R R4
i G P IRAF VF TN, e 7 Wb I R TR LB R R ANE 2 1o ITAEK, £ —LE[E
o AEBE AN T B MBIV al iR A — 7 5 e 287 i i1l R g AT B H Y
Fffo MOWTEE L — AN, [ RREABESR AL 1A, EORAIBECEAR TR S
A SRS IA BN R AR I MSIRE N, B R IVRRIE ARG, B
I dnl, RRELERE A B IR AT W RIS, A N R — AT IR

license to the supplier manufacturing the component, the court determined that the end-product manufacture had
no intention to obtain a license. Also, the court stated that the rights holder had no obligation to grant a license to
all of the component manufactures and that it would be enough to set so-called have- made rights to ensure access
to the patented technologies.

143 In Continental v. Avanci (U.S. District Court of Northern Texas, 2020), it was claimed that the patent
pool violated the antitrust laws because it granted a license only to the end-product manufacturer. The court held
that the patent pool did not violate the antitrust laws because each company that joined the pool was allowed to
grant a license individually.

144 In Nokia v Daimler (EU, CJEU, 2021), the referral was made to the CJEU as to whether there is an
obligation to license suppliers on a priority basis, but the referral was withdrawn later.

145 In July 2020, for a portfolio covering automobile parts, Huawei was reported to obtain a license from

Sharp. Also, in September 2020, it was released that u-blox obtained a license from Sisvel.

146 EHIOFEHE T REMS (FEE, 5582, 2020 4£) 1 B REMY (EE, 38R
TR, 2020 4F) A Conversant VRERARE) (ME[E, %eJe BHTERE, 2020 45) o filln, 7EEEFE
ARZE Y, ER TR T A 1 PR AN L 1 3 i LA O BERE R B TR AT, VR A E e i
BRIV bAh, ERRERH, BRIBNEE L& MR ARG s 7o, ARREmMEne
5E AR AR IR SR A3 BRI BR .

147 #£ Continental ¥¥ Avanci % CGEME, ETFEHMNILHHXERE, 2020 4 o, FBEHREFE X
TIRZEWNE, BONEAL AL SRR T AR, BRSBTS, NI E
b i 2 R R LA SRR TV AT

148 FEVEIETRRUREIR (R, RRINARE, 2021) o, FIRRIVEBLIRAS 7T R A LSS vEmr
LR A, ARIZ A G R A A
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In addition, some argue that if the essential part of the patented invention is used
only in the components provided by the supplier, it is appropriate for the supplier to
be the party to the licensing negotiations. Others argue that if the standards are for the
end product, and when the essential part of the patented invention contributes to the
end product, it is appropriate for the end-product manufacturer to be the party in
licensing negotiations.

i, AR A WL R A B B B A Jo 3 70 R P AE L B SR Bh i =
fE B, BB R R R AACR A AR E S, [N, A 8 AR E A
R B B A B A R B 2 7 i DR U P e 87 i A3 R A AR BRI Y
TR & 2 .

In any case, since there is a risk that injunctive relief against infringement may
be granted against entities regardless of whether they are suppliers or end-product
manufacturers if no entity in the supply chain obtains the license, all supply chain
entities need to be aware of the status of conclusion of licensing agreements.

ANEAT, DIERE R N A — A SRR BIIRAUN, AN AR
B B 27 i ) 3 P R 2 BT AR BT AR A 554 B RS A7 1E BT
SCARHR AL AR T RIRBR AR

(Arguments from the Standpoint of Number of Players) / (#55EH ik FXT 5.2 X +5 th
)

Some argue that having the end-product manufacturer involved in negotiations is
most efficient, in that the licensing negotiations can then cover all the components
contained in a product and consequently minimize the number of necessary
negotiations as well as reduce negotiation costs, while also avoiding issues such as

discrepancies in the licensing terms between suppliers.'*

149 2020 £ 7 H, #5RIE, LRNEREZTIHM=MAE HHPGE T ESEFT . o, 2020 £ 9 A,
u-blox 3K75 7 Sisvel [FIFA],

150 One view is that where SEPs are not limited to a component (i.e., a portfolio of SEPs covering more than
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On the other hand, others suggest that there may also be cases in which including
suppliers in the negotiations is more efficient, such as when a small number of
suppliers are supplying components to a large number of end-product manufacturers,
and the rights holders can minimize the number of negotiations by conducting
licensing negotiations with such suppliers.'?

F—Ji, HAt— L NN, FERAIP AL RO IR A ) B FE S AR
1 /D KA B g i) KB A 257 it ) 3 ) B B AR I, RN T DU I S X e it
B HEAT BRABORFIRIS B R AR 13

(Arguments from the Standpoint of Exhaustion and Double Earnings) / (X F//# /8 &
7 ] 52 3 R I 1 2 T )

It is generally considered that when a product that is protected by a patent is
placed legitimately on the market by a rights holder or a licensed implementer, the
patent is exhausted, so the rights holder may not exercise its rights against someone

who has purchased the product.!>* In this connection, if a rights holder concludes

just one component), it may be unnecessarily complicating to include component suppliers in negotiations because
that will result in splitting up or sub-categorizing the portfolio.

151 47— F 2, WA SEP ARF— A4 (R4 SEP A AU S —ANFME) , AALERA
HRS TR T RE 2R R AL EI R AL, PR 2 FECR SEP H & 70 180 i1 142K

152 When standard technologies are incorporated in components provided by supplier, some argue that
conducting licensing negotiations with the supplier can reduce the transaction costs from the perspective of the
number of players. That is because the entire portfolio can be comprehensively licensed to the supplier.

153 LOERR SR h B S AR UERCR I, B NV NS 5EHEMEERSE, SO T T
WA LAREARAT Gy A s 3 R AN it 2 5 #0 W] A4 AL 45 (L N2 7

154 In the United States, when a component manufacturer has a patent license and an end product
incorporating the licensed component is sold, it may not be possible to obtain a royalty from the end-product
manufacturer because the patent is exhausted by the first sale of the component (Quanta v. LG (U.S., Supreme
Court, 2008)). That is, a sold component may exhaust patents to a larger product when the component
“substantially embod[ies] the essential features of the patent when the only reasonable and intended use [of the
component] is to practice the patent [in the larger product].” On the other hand, in Apple v. Samsung (Japan, IP
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licensing agreements with multiple suppliers within a single supply chain, some are
concerned that it may become unclear which right has been exhausted, and could
more readily lead to the issue of double earnings by the rights holder or underpayment
to the rights holder. Others argue that such issues may be avoided by conducting
licensing negotiations with the end-product manufacturer.!*
RN BRI ORI 277 b, BB RN BREAALSE it A E A S 3 AT
e, BABEIERR, BRBAS TN ZIZ NTIEATERA] o SR,
BRBNT — AN, 5 BB 6 4F S5 IR BRI, WE— N ECRIFE R A1
ANERE, WAl RERE 5 B L BN BT AT 9% mont L RN ST I A i 1]
A, A RN R 7 3 T RBEAT BB H, 5 AT DAGE G X A ] 7, 157

Another view, however, is that end-product manufacturers face difficulties in
ascertaining the status of licensing agreements concluded upstream and in identifying
a double-earnings issue, and therefore that the involvement in negotiations of those
parties manufacturing components included in the technical scope of patent rights is

valuable in terms of avoiding the double-earnings issue.

High Court, 2014), the court stated that when rights holders sell components (indirectly-infringed goods) used only
for manufacturing the end product (a patented product), the patent is exhausted while when a third party is
manufacturing the end-product using that component, the patent is not exhausted for the act of the manufacture
and the use and assignment of the patented product, and the patent rights are enforceable, other than a case in
which an implied license is allowed.

155 In Sharp v. Daimler (Germany, District Court of Munich, 2020), the component manufacture did not use
all the patents, and all patents of the portfolio were not exhausted at the level of the component manufacture.
Therefore, from the perspective of using the license fees more effectively, granting a license to the end-product

manufacture is said to be supported.

156 (ERE, MEEHIEF A ERIAOF L AE AT R 27 i R, AT RE TR R &
77 G R AL SRAF VT R 8%, B R CAOZ Z 5 — O 5 I #8/2 (Quanta v. LG, USA Supreme Court
2008), ALY, 2" b SR K B ARRAE ) ZE A R A R T A A FH B = i rp S 1%
I, T T el L RFE R B K0P M. S —J7TH, 7E Apple IF=E R (HA, IP Mm%k
Bi, 2014 ) o, R, SLEFBHE BN TR RLE 0 CERP=RD MAM GaBRABR D
B, 245 =05 FZR I I R 24 = B, FIASUAR DR i i DA B R 7= it (¥ A5 R T R, B RIRCRT
LAERHIBAAT, (HIE BRRVERRARVFE.

157 7£ Sharp v. Daimler ({8, %EJ@BHT7vERT, 2020 F) —Xrh, ARG IEARMEHTE S F,
I B A AW FTE LRI REARNE EHAR . Bk, WSEH ZObAE VT 2h (6 R E, 8 3 3HF
LT G R B TR
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(Arguments from the Standpoint of Technical Knowledge) / (MFZA N2 1 2 #E 3

Some argue that where an end-product manufacturer without detailed knowledge
of the technologies involved is the main party to the negotiation, they will need to
coordinate with all their suppliers throughout the negotiation process, which may
lengthen the process and also push up the cost. Accordingly, they argue that it may be
more efficient for those suppliers of technologies that fall within the scope of the
patent claims, who consequently have the necessary technical knowledge, to be party
to licensing negotiations.

A LNy, WRAS BA TS B3R B PRGN R VR R S 287 il 1) 38 7o A2 TR 1)
FESHT;, WAEBENRAERES, A0TSR m st R, X
Al RE S SRR AN AR G I EAS . R, ABATIA A, o I8 ey 8 & 37 SR I3
BN IR AL, BALEREARFIR, RS 5RBOGRAIT e EA .

Conversely, there is also a suggestion from the perspective of rights holders
wishing to negotiate with end-product manufacturers that it is possible to acquire
information on the technical content from the suppliers without involving them in the
negotiations.

R, WEMBNBIFHEERE, & — NGRS &4 i p gk
WH, BOYBIEALA S 5iRA, WA A BB 8 SRS R AR A&
DEEPSNS

(Sharing the Burden of Licensing Fees) / (14 7] 7 51 1.2 7})

When the rights holder requests payment of licensing fees after the product is
sold, how this payment burden should be distributed within the supply chain

sometimes becomes an issue.
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There are certain industries in which a patent indemnification agreement may be
concluded whereby the supplier shoulders the payment of licensing fees. In such
situations, even when the license fee negotiated by the end-product manufacturer as
the party is excessive and disproportionate to the price of the component, the supplier
may be requested to bear the burden.'8

A Lk 2 L AR PN, BEOROE BT SOl 9%, AERXA S B0 T
AR P e 24 7 it i3 A DR SE AR T R B VF 7 3, A AT RE S A IR AN A A EE

A R SR AL B R SO IS A A

To avoid such a situation, some patent indemnification agreements exempt SEPs.

158 There has been a ruling that where suppliers party to patent indemnification agreements do not meet their
obligation to provide end-product manufacturers with the necessary documents, etc., they should shoulder part of
the licensing fee paid by the end-product manufacturer to the rights holder. In Softbank v. Kanematsu (Japan, IP
High Court, 2015), the terms of the sales contract between the supplier and the end-product manufacture stipulated
a provision that “when  a dispute arises between the supplier and a third party due to IP rights infringement on
goods, the supplier will settle the dispute at its expense and by its own responsibility, or will cooperate with the
end-product manufacturer not to cause any inconvenience to the manufacture. The court found that there was a
reasonable causal relationship between the supplier's violation of this provision and the amount of damages
equivalent to the license fee paid by the end-product manufacturer to the patentee. However, at the time when the
end-product manufacturer paid the license fee, while there was no immediate risk of a lawsuit including an
injunction demand, the end-product manufacturer neither confirmed the existence of infringement, nor asked the
basis of calculation of the license fee and did not consider restraining the supplier. As a result, the end-product
manufacturer was found to be at fault with regard to the occurrence of damages. As a result of offsetting the fault,
the supplier's burden was limited to a part of the payment amount which the end-product manufacturer paid to the
patentee.

159 AIRBEARINA D SR T RS X0 & UG £ S0 1) 4 240 7 AN AT 1) e 2877 W i 3 7o 2 b S0 55
I SLS5 s TUIAAT R 22 AR L f 2877 i 13 7o AN PRI B 20 2 AL B H (Softbank v.Kanematsu (AR B 7 5 2
FEBE, 20150 O o PERIRG 5 R i I8 R 2 1B A5 A R 26 OURE - Bt NE R 5 5 = AR AL o it R
BT A LS 0T, ERIRTRS B SR, IR EAT 95T, BORSIC & B 27 il I 7 AN 5 1 I SR (T A
o EBEINY, BESRTE SOZ I E 5 B 27 il i1 75 170 B RN SAST BROAR 22 T AT 98 A 46% T i 22 T[]
A LTIMEIR X R SAT, 7L GBI R ST ATV T SR, AR A7 E 040 4 4 BER 16 1 1 L B VR 1
RS, AE R 247 it 3 7R BE BOA BN R B AR, A R RS . VRT3, IR 5 8 R it
R o PRIE, BReZ87™ G RO E AR T AR DT A B TR T, R R SR AR TR
77 it 1 3 7R AT 4 BN B TS R
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Some argue that, in order to avoid an excessive burden on suppliers, licensing fees
should be apportioned out across the supply chain according to the essential parts of
the invention within the scope of the patent claim.

NG I AE L, 9255 B WA SEPs FFERAE LRI 2R A IR R ob. H
NN, O 7 G2 P BTG o K fH, AR L AR SRITGE Y 1) B
TEHR Iy, AEBAPENEE T BB .

Others suggest that it may be reasonable to incorporate in a patent
indemnification agreement a provision to exempt the supplier from responsibility to
pay the licensing fee if the supplier was not given the chance to be involved in the
licensing negotiations. Some have also suggested that it might be reasonable to
include a provision that exempts suppliers from the responsibility to pay more than an
amount corresponding to the price of the component. Another opinion is that if
suppliers are required to shoulder licensing fees, the price for their components should
reflect the technical value of the SEP.

WA —LeE WAR Y, R EERL T, AR BB A RIS 5
AP, bRt 6T R SO Al B SRR 2 SO R S 3. AL IR L,
A LAE B AN — T RE , Sl it B3 o AR AH A A A AR S A DA 55—
M EFE, WERBE G B ORAR AL B, A AT A A0 4% B2 12 S B SEP ]
BARME

3.Protecting Confidential Information / fR{FHLEFBE (FFENR: FRZH)

(Overview) / (Fit)

A confidentiality agreement (non-disclosure agreement) ensures that information
that is sensitive from a business or technical perspective and that is disclosed during
negotiations is not disclosed in turn to a third party. By concluding a confidentiality
agreement, the parties may find it easier to disclose sensitive information, thus leading

to a more efficient licensing negotiation.
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On the other hand, a party should take care in the wording of a confidentiality
agreement to avoid the risk of being prevented from presenting information later in
court as proof of good faith negotiations.

F—Ji T, HENIERIT IR E O, NE R ORE PR R, DABE SRR
FEVRBE EAT 938 ik A SR B4 i e B L Frg JXURS: o

(Confidential Information of the Implementers) / (SCil & HIHL %15 KD

Potentially confidential implementer information might include business- related
information (e.g. market forecasts and sales information, etc.), and technical
information about the implementer’s products that is not publicly available.

S E LR B AT REELEE 5 LS5 HE S 1R B (T i TR A B 45 B
), PR T SEHEE T R ATFHIRORAE S .

If the rights holder exercises SEPs over products or methods of manufacture not
open to the public, an implementer may want to consider whether to disclose
proprietary technical information (such as blueprints of semiconductors or software
source code) in order to counter effectively the specific grounds for infringement
presented by the rights holder.

AP AR AE A B R N 1702 AT TR 7 it B3 7R AT A AR 0 L
BRI, SEt nl REA B2 2% L8 2 15 B ML BOARAS B (- S e v e s A I
ARRS),  DUMEA RO B L AR N R BAR R .

By contrast, if the allegedly infringing product which is the subject of the
negotiations is one which the rights holder can obtain to assess whether there is an
infringement of its patents, such as a general-purpose mechanical invention, it may be
apparent from inspection of the product whether it practices the patent(s), and the

disclosure of confidential technical information by the implementer may not be
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required.

FEZTS, W RAE RIS G AR AU o2 R B E U B, AR
A NAT LLIE S A7 b e 15 SEME LR, SR AL L R SRR IR A Sk
Jiti o T REAN T A R AL HORAE B

/

When the subjects of discussion are centered on the correspondence between
patent claims and the standard documents, there may be cases where the implementer
does not need to disclose confidential technical information regarding the product.

T VR R 32 AR AR A BRI SRR HE SO 22 TR) XS Mok 28 I, St
AR B LR E R

(Confidential Information of Rights Holders) / ZFIX A HIPL 15 £

Potentially confidential rights holder information might include an explanation
of claim terminology and the corresponding sections in the standard documents (refer
to II.A.1.), and the terms of comparable licenses, such as the rate or the amount used
to explain and support a FRAND offer.

TR AE bR e 0 B M REA N BINLE (S S AT B8 0055 R BUM 2R AT B R AN A
AR A RS 4y GE S0 ILALD TR AN S 2l 20 B4 A0 1) 25 AU
FRAND ¥F 7] 263K 6

(Provisions for a Confidentiality Agreement) / {RZ DX HIHAE

When concluding a confidentiality agreement, the following are examples of

provisions that may be discussed depending on the circumstances of each negotiation:

FEZEAT PREE IO, DATR A& m] DU BRI 10 15 DL B 10 25 o 11«

(1) Which information needs to be kept confidential

(2) Who will receive confidential information

(3) How will confidential information be marked

(4) Whether orally communicated information will be covered

(5) The duration of the agreement
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(6) Whether information can later be used in litigation as a defense
(7) The duration of the confidentiality obligation
(8) Information exempted from confidentiality (information within the public

domain and legitimately acquired information, etc.)

(1) WRELfs 75 T s

Q) W EIL L

(3) WL B iRR T

(@) R kA 1S

(5) PSR

(6) 1% L LAJG R 75 LEVRA P IR HE

(7) 478 S5 IR

(8) TEART I CASEATBR P O A A LT 5 B2

“Good Faith Negotiation Guidelines for Standard Essential Patent Licenses” of
METI provides, as the norms to be followed by rights holders and implementers, that
the rights holder should not preclude the implementer from disclosing the information
provided by the rights holder to the suppliers, attorneys, patent attorneys, etc., if the
implementer needs their knowledge to proceed with its own licensing negotiations. '’

METI () (Frifedb £ L RVF Rl 38 FR AR R D) €, 1FNL AR SL it #
IS H RV, AN A N B L S it 24 BN S B )45 JE 4 4 A A2 7
B BACEENGE, QRS =R E A AT AR AT B SRV RR A 1o

(Maintaining Confidentiality of the Process, Content, and Result of the Licensing
Negotiations) / (X PF Al iIRFYFILFE . A BHEGRIRE )

The parties may also consider setting forth confidentiality provisions applicable
to the process, content, and result of the licensing negotiations. On the one hand, facts

such as what kind of information has been disclosed at what point in a series of

160 Good Faith Negotiation Guidelines for Standard Essential Patent Licenses (METI, Japan, 2022)
161 trAE LI LRIV ERIRATER (HAZH L, 2022 )
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negotiations is often important in reading other parties’ thinking on and approach to
business and to patents, and parties often want complete confidentiality, to the extent
that even the existence of a resulting license agreement is confidential, so as to ensure
against, for example the deliberate choice of only certain parts of the negotiation
proceedings for disclosure.

U7 245 NI T L2 FE ) 3l F VTR A R . AR N SR IR 26K
— 5T, SRS, U — RVIGRA T RSB BB R 1 AME R, T
FoAth 25 77 00 i b AT B R R RBE B VR AR B2, i BB AR A 2 e e IR
XF T i A B VF AT BN A CE B DR, DURA DR AN 2 H IO IR R IR P i 25

SEFR > BEAT LR 1T

On the other hand, often the existence and the content of the licensing agreement
are not treated as confidential so that the agreement may be assessed as a “comparable
license” in the future. The parties may want to consider, in view of the above, for
example, whether all terms and the existence of an agreement will be confidential,
whether only its monetary terms will be confidential, or whether only sales volume
information (e.g., past sales) will be confidential, etc.

T 07, VFRT O AEAE AN SN A A0 W AL L, D P CRT RE
FEARRBEPEAL g “PTHEEI” o 8T EIRENL, &7 8HEANATRET 25K,
n, ST A R AR R R, 2 R SRR IR, B
et AEHEER (W, dEIHERHD REE.

4.Choice of Patents Subject to Negotiation / YER X R L )£ F

Whether licensing negotiations are conducted on a portfolio basis or by patent is
determined by the parties on a case by case basis. SEP licensing negotiations are often
conducted as portfolio negotiations from the standpoint of a comprehensive
settlement.

VFRR AR DL R AL & D9 A IE 2 A A A o SERtEEAT, B 005 AR 3
HAARGOUE.  NEHARR AR, brfiab ZRAVE a5 E F DL A4
HIE.
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When rights holders possess a large number of SEPs, however, the parties may
discuss limiting the subject of the negotiation to “representative” patents so as to
streamline the negotiation process. When doing so, there is a view that it may be
desirable for the parties to explain the reason for selecting the patents as
representative.

B, BEMBNME REIRHEL ZLRII, X7 AT P 1R 15 A i 32 AR
HfE AR BA L, URMGIRARE . XM, MRy, X
7 W] e AR IR PR L R E AR AL IR A

As an example, in a case involving several hundred SEPs, the parties may hold
discussions on just part of those patents deemed the most valuable, or select random
samples to efficiently assess the total value. They might also independently categorize
the patents into tiers, analyze the top few from each tier to get an idea of the topology
of the overall portfolio’s quality, and get together to compare results. In such cases,
one view is that concluding all licensing agreements, including those SEPs that were
not the subject of discussion, as a single package is an efficient approach in terms of
administration.

Blhn, 2 KBCa MR ERA ST, 2 FAA LR RN
AW E IR LR, BEE R R HLUOR: LA ROt il i . X7 35
NIETT LR bl b E A R & A L A DL E AR AR HEREAT 202K, b — 4
SLERAPHMERIRT LI A, DUAIWE L R AE, eS8 BB R AR
TEOLT , —FOU A, G &5 BT VF AT IS CRL R IR 8 g R 8 AR T b 2B ),
TN — DRI R A E BTk,

The parties may also discuss whether the negotiations will include non-SEPs in

addition to SEPs.!1®2  While it is up to the parties to choose which particular patents

162 It should be kept in mind that licensing negotiations where rights holders seek to cover non-SEPs in
addition to SEPs do not conflict with the “tying” of competition law, provided that rights holders do not use their
market power to coerce payment for non-SEPs. There is a view that portfolio licensing can be efficient under
competition law principles and that such licensing efficiencies have the potential to outweigh competition concerns
associated with tying. (U.S. Dep’t of Justice and Federal Trade Commission, Antitrust Guidelines (2017))
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will be included, it may, for example, be efficient to include in the negotiation a
commercially essential patent (a patent for which there exists a technical alternative
but which is practically inescapable due to cost/performance issues)!® or non-SEPs.
There are also cases of licensing through frameworks whereby implementers can
choose which SEPs they wish to license. !

XT3 3 P CATT AR5 4 2 75 4 A 5 v a0 B M 22 AP ARt B 0], 165 ]
72 UG SRR AR EE AT € LA, BT DAE R AR R AR Rl b i 2L (A
FEBAREATT A8t T A/ B ) FUSE B AN R 8 G (1 6D 1S B AR A o 22
BRI WA RER AR . HeAh, WA SR PRME S EAT VE AT B 00, SEBtE mT DAk
FAATI A BVF AT B hR i s B A, 167

5.Geographic Scope of Licensing Agreement!®® / £ 0] HipS #4538 FF 1¢°

With regard to the geographic scope of a license, parties generally consider

whether a license will be limited to particular regions or globally applicable. When

163 Certain SSOs explicitly rule out the concept of commercial essentiality in their IPR policies, defining
essentiality solely on a technical basis (patents covering a technology must a technical or engineering matter).

164 For example, in some patent pools, SEPs are divided into basic functions and options, and the
implementer can choose the scope of the SEP which they wish to license.

165 B0, RN T SRAEFRAE L LA 2 S g AR AR 0 LR VR AN 5 584000
87 KPR, RIERRE T AR E T3 SR b S A AR B FRfEL B A AR
W, R T8 ik U, A5 VP AT AT DR AT R0, IF HOX R rT R A ml e S8 B ARG IS 4 i . (3
FH RNEMAMBA A &R e, EWTEH (2017 ) )

166 J:28 SSO & H AR BUBUE I HHERR 7 Rk RIS, AFEHOARTE A b5 SO EE (R
#IARMEFDIR AR TIEFHID

167 Biltn, fE—LeLRihrh, FrfEub B RIBERI T NFEADIREREIN, Sl n] DA $At A1 B2 v ol
IR A0 B2 R P Vi L

168 There are various discussions about courts setting licensing terms globally. In Unwired Planet v. Huawei
(U.K., Supreme Court, 2020), since the ETSI’s IPR Policy assumes global licensing terms, the U.K. court stated
that it has jurisdiction to set FRAND licensing terms globally. Meanwhile, in TCL v. Ericsson (U.S., federal
district court, 2017), the court set the licensing terms globally, because of the fact that the TCL, the implementer,
had already agreed to allow the court to set global licensing terms.

169 K TR /e ERIEHE A W E VAT 6K IR Z M2 HE. £ Unwired Planet FHNR (9EH, &
FbE, 2020 ) W, HIF ETSI BIRIR P BUOBFCR A BRIV R 263, DRI L [l vk e 7 W HL A UL 4 Bk
WiE FRAND VR %K. [AlIF, 8 TCL &R CGEE, BIRMXikEE, 2017 4) o, JEbfE
AIRVEE A E T %K, FOASLiiE TCL C& R AVRER IR E 23RV %5
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setting the geographic scope, the parties may want to consider on a case by case basis
whether the implementer is producing or selling products in multiple regions
throughout the world, as well as how many patents the rights holder holds and the
strength thereof, in those jurisdictions.

FT VRIS 2% 07 I8 275 8 VR AR IR TR e s X I8 2 e ki
Flo S NAEBCOE ISR, 7] REEARYE BARNG I 5 B sL it ¥ & A R A
WX AR B 7 i, ASCR RIS IZ £ XA A 1 B S

Some argue that, given the international distribution of ICT and other standard
technologies, it would be more efficient to address SEPs in all countries and regions
in which an implementer may produce and/or sell its products in future in addition to
those countries and regions where it currently does so.!”® There is also a view that
global licensing agreements allow easier and more efficient license management, as,
for example, they do not require agreements to be amended if the implementer
expands its business geographically. Others argue that an implementer may well
conclude a licensing agreement covering only those countries or regions where it is
operating or has a concrete plan to operate.

AW TR, T ICT MUEABARAE SR E B A, St 2 ABAEAT
AR AT BEAE 7 A 5 L i [ SR X T 5 A v B2 B R IR N R o 17
A MO RNy, A ERVFR P SovF BE A M A ROV R E B, filtn, 4n2R
S E HA FE X Xy L 5%, BANIATR E i, 5, WA
WA HE S AR AT A 2 21T O o FLHE 8 B0 BRIz B TH R E S b X
NIV E

Also, there are some cases of global licenses granted on different licensing terms

170 In Unwired Planet v. Huawei (U.K., high court, 2017), the court found it reasonable to address SEPs in
all countries and regions in which the implementers currently produce and/or sell and/or may do so in future. This
was supported also by the decision of the Supreme Court in 2020.

171 7E£ Unwired Planet if*R (B[, S4B, 2017 45 —RH, EBCATESSHE H grd:r=f
SCEH B R/ ECRE R T REX RS i A [ XA X A BE bR L ZEL AR SRR . iRmVEREAE 2020 SFHITE
SRR — R
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for different regions.!”?

PEAh, A — LR ERVF AT EAS [F) 3 X DAAS R VR AT 260 T RO oL 17

If the implementer is producing and/or selling its product in multiple regions,
there is a view that where the implementer requests a licensing agreement for patent
rights only in such specific countries/regions with consideration to the specific
circumstances of the patents in each, care should be taken to prevent this from turning
into a delaying tactic in the negotiations.

N SRS it 2 10 DXCAE 7 B A L e ST i X R S T X AT X
BRNZEAT VR AT OMSLNS, B3R5 18 21X Lo [ SR RS E R BAR S O, /e
7 R 5 7 LA s g ) v R A SE AR

(Reference: International Jurisdiction) / Z%: [HErE#E

Regarding the geographical scope of licensing agreements, we will introduce a

jurisdiction of international litigations of SEPs.

R VF RS, A TR A Z AR e 22 L [ B YR8 B AL

Patent rights are independent in each country, and in applying the Patent Law to
patent rights, the principle of territoriality may be appropriate. For jurisdiction of
international litigations, whether or not the jurisdiction is appropriate shall be
determined, apart from the territoriality principle. In this regard, for example, in the

EU, the courts in each country must determine the validity and infringement of patent

172 In Unwired Planet v. Huawei (UK, high court, 2017), the court found that licenses granted on FRAND
terms are global, while taking regional differences into consideration, it showed different royalty rates among
different markets. In TCL v. Ericsson (U.S., federal district court, 2017), the court divided regions into the United
States, Europe, and the rest of the world and set the royalty rates globally. It should be noted that certain entities
disagree with the authority of a court to set license terms outside of its jurisdiction when one of the parties
questions whether it is within the court’s authority to set such terms.

173 7£ Unwired Planet v. Huawei (£, @%b, 2017 45) —%, EBHAELL FRAND 4%
TRV RERTER), E5 &R X 2 R R, B BRI AR T B A RR R AT 28 3. 78 TCL
VAR (GEE, BOHHITTERE, 2017 ) —Zd, RER BRI AL E L RRPHAE A AR, I
SRR N BOE R VR AT B . ROZIER S, 2 — T BUBEA R & 5 A RS E LSRRI, LSk
PRAN ) ik e A A FL A ¥ BB 2 AN e P AT 2% 3K
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rights in an EU country.'” Meanwhile, in some court rulings, the court in a country
can decide licensing fees for SEP portfolios, even though the portfolios contain
foreign patents.!” 91

BMBAEREA E K HGE AL, BAER B MIBCE L RERS, s 5 )
AR A TG o X T E PR R A BB, B s AL, R B RS RiE 2.
FEX TG T, IR, B 1 S92 e 000 250 7 R B L 8 2 AL A 5 A
ZBUEDL . TR, AEIELEVA AR, — AN E S BVE B T LAk E bR v b
MAEGHVERT oA, BEXANHE LGS INE LR 17817

Meanwhile, when the results of litigations and the enforcement of court ruling in
foreign countries are recognized to have certain impacts on litigations in other
countries, orders to prohibit launching and continuing litigations and enforcing

judgments in foreign countries (Anti-Suit Injunction) are issued in some cases. '3 181

RIS, A S FEYRIA 25 RAMNE B R I PAT I HAR E K YRR — 52 i
I, AERLEEIG L T = N BRI AL AP E SRR A GRS YRR A PAT PR [ A &0 192183

174 For example, in the EU, based on Article 24 (4) of the EU Rule 1215/2012, the courts in the registered
countries are said to have jurisdiction on the validity of patents. Since this is also applied to defenses of patent
invalidation in infringement litigations (GAT v. Luk (EU, CJEU, 2006)), infringement litigations are to be
conducted in countries where the patent rights were registered.

175 Unwired Planet v. Huawei (U.K. Supreme Court, 2020).

176 i, 7ERCH, MRAERCEEMN 12152012 M55 24 5655 (4) 3K, JEBEmE S RRER N & A
BERAEHEN . f TR td i T RERA T L AT TR (GAT v. Luk (EU, CJEU, 2006)) , [tz
BUUFVAREAE L R 1 [ AT

177 OPPO v. Sharp (China, Shenzhen Intermediate Court, 2020). This ruling was supported by the Supreme
People’s Court in 2021.

178 Unwired Planet JFHA% (SE Eikbe, 2020 ) .

179 OPPO YrE 5 ChE, WIIPEE, 2020 ) o Z#EHRT 2021 F45 25 A RIEBE IS -

180 In 2020, for example, ASI was granted in following cases; Huawei v. Conversant (China, Supreme
People’s Court, 2020), Xiaomi v. InterDigital (China, Wuhan Intermediate Court, 2020), ZTE v. Conversant (Chine,
Shenzhen Intermediate Court, 2020), OPPO v. Sharp (Chine, Shenzhen Intermediate Court, 2020), Samsung v.
Ericsson (China, Wuhan Intermediate Court, 2020)

181 Regarding ASI, there are various activities such as the request of consultations from the EU to China in
the dispute settlement process of the WTO and attention should be paid to the future trends.

182 i, £ 2020 4, ASI fELL MHOL MR T5 HNYF Conversant ([, i ARk, 2020),
INKF InterDigital CFFE, B AHBE, 2020) , H2%YF Conversant CHE, I ZIERE, 20200 , OPPO
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However, in some cases, an order to further prohibit ASI in the foreign country
(Anti-ASI) is issued,'®* and by claiming ASI, the court determined to be in bad
faith. '8

HE, fEREAEOLT, KA PERIESE AST 654 (Anti-ASD
180 JF HaEa 29K ASI, VB A HAA e, 1

Regarding the international jurisdiction, some argue that ASI could restrict the
exercise by rights holders of their exclusive rights and create barriers to legitimate
trade and early settlement is desirable.

KFEBREEER, —L AN, ASI o] G2 R & RBNATHE L LB/,
HNEEA G W BT, F R E AT

6.Patent Pool Licensing'®® / & Fjh#Z A%

In patent pools, wide participation by rights holders and implementers may
produce licensing terms that balance the interests of both, which may boost the
efficiency of licensing negotiations compared to individual bilateral negotiations
amongst multiple parties.

LR, LRBNMSE G 1)) 22 50 Re 2 4 T # X007 F 2 I vF AT
Fak, BRI Z AR HMIGARFLL, XA R s vl iR A I RR

Where a rights holder participates in a patent pool, the general practice is for that

rights holder to approach licensing negotiations with implementers through the body

RELE (RE, ®Y b9k, 2020 F) , ZEFEVAS (hE, RPYERE, 2020 )
183 XTF ASI, £ WTO M5 umfi e FErp, A RREE A b [ 528 R R 1 SR SR - My 8l B e Rk

184 For example, InterDigital v. Xiaomi (India, Delhi High Court, 2020), and IP Bridge v Huawei
(Germany, District Court of Munich, 2021).

185 InterDigital v. Xiaomi (Germany, District Court of Munich, 2021).

186 i1, InterDigital /K CEIRE, {8 &L, 2020 ) F1 IP Bridge VFfEAN (fEE, ZFEEH
W7 RE, 2021 )

187 InterDigital VF/INK (EEE, %8 Bk, 2021 4F)

188 Refer to I11.A.3.a.(c) on the licensing terms for pooled patents.

189 RTFEHERMAFAT &K, HSH LLA3.a(c).
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managing the patent pool.
FEENRANSHERMEEO S, —RE R AN IE T E B R L
14 5 St A BEAT VAT H

Additionally, patent rights that are registered in a pool are normally checked to
some extent for essentiality by a third party. Although this does not necessarily
guarantee essentiality, it is expected that it may lead to greater SEP transparency.

BEAL, A Rt o A FUBGE W A — B R b i B =7 o L i
BATH A, BARRIFABIRBEGRIEZ LA “ 27, ERHE A e s T80
HE R B2 SR AIE L .

On the other hand, there are some cases where standard-related licensing issues
cannot be resolved in one patent pool, such as where there are rights holders granting
licenses individually, where there are multiple patent pools, or where there are
companies holding other patents such as commercially essential patents.

T J7 M, SR IL T, ARHEA SC A VE AT )R TVA LR — AT R R A R
B0 L MBI T VP ] AFAE 2L MRS A 2 7 R 1 i b s 25 R
o H At A

Some point out that patent pools do not necessarily improve efficiency if rights
holders who grant licenses individually participate in the patent pool, as this may
cause double royalty earnings on the part of such rights holders. Because of this, some
patent pools establish mechanisms to prevent double royalty earnings.!

ANIEH, WRCLPMBT T ERMBNES 5 R, LRbA—E
PEEVFAIRCR, PO A RE & H X L B AV o] S AR IS oL 1B
Rogtnt, — SRR S 1k XCE VR AT 2R AR AL o

190 For example, in the case that an implementer already has a licensing agreement with a rights holder,
there are agreements whereby the royalty amount that is already allocated to the rights holder is subtracted from

the royalty amount set for the pool.

191 ftn, fEsLitid 4 SHARE ATl B T, A idiE, CaNmetirls
A NHIVE ] 3 gt O st B RO VF AT SR g2
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Implementers aiming to resolve disputes through cross licensing must bear in
mind that this will not be possible with bodies managing patent pools that are not
implementing the invention. There is also a view that patent pool participation does
not rule out cross licensing, and that an implementer can simply pay the royalties of
those pool members with which it does not have a cross licensing agreement.!*?

P, T B AR B AT VR AT AR S W SE s T 5, T R B A
M RIHUR FFEAN T B AT ], B AR AS TV LSS BARBOR MR R 8. 384 —
RN, Z5BRIBIHAHRERA XFAT, SLii R SOAHOH 2538 58 TLARIL
PR R R A VF AT < BT, 193

7.Greater Transparency of SEPs / #&FFrfE 05 L F )33 BE 14

Enhancing transparency in regard to the essentiality and validity of SEPs leads to
more efficient licensing negotiations. The European Communication expects SSOs to
promote the development of databases with information on SEPs.!** It also expects
rights holders to provide information on SEPs to SSOs, so the SSOs can then update
their information.

P i 5 bR e B M b EAE 5 R AR R B W 3 BUE R BCR R VR AT
WA BGMIEEA S SSO (LT A B & hnvH b B FE BB B, SR B
A B BRI LIS F) SSO R BLH AR e L EEFEE, LUE SSO AT LA H

B55.

With SSOs building up databases and widely providing information on SEPs, it
will become easier for rights holders to obtain the necessary documents when

presenting offers for licensing negotiations or FRAND licensing terms. It will also

192 In some patent pools, an agreement is concluded between two companies after the allocated amounts are
paid.

193 FERLLE R, FESAS M IAIEHVE, PIZR AT A2 .

194 The European Communication urges SSOs to improve the quality of their SEP database in order to

enhance transparency on SEPs and refers to launching a pilot project on the standard essentiality of SEPs.
195 WCHIB(E 2L SSO Fit ey Hobrifl b B M B AR i, AR mbr b EL R HEWIRE, 53]
JABN— AR T AR HE L B FbR L B ) T H .
74/ 115



Az

www.ipeconomy.cn

become easier for implementers to obtain information on SEPs related to relevant
standards.

BEE SSO AL ARHE LS B A EHE I SR b i ZEL R A A5 B
BRBNAESE VAT R B FRAND VAT 5% 3K SR 5 SR AG 0 B S0 . SE it
AR R ) ARG S AN SRR HE L EE L M5 1

On the other hand, there is also a view that rights holders may need to be
compensated for the cost of boosting transparency and the possibility of their own
patents being deemed inessential or invalid that is inherent in enhancing SSO
databases, so as not to reduce the motivation to participate in standardization.

IR, AN, BIESE SSO MbrHEL ELABHRE 5, LA
LR T v 0 R34 P 7 0 BRAR , AR RT E A B T oA BN R A o 22
LR E WO E AR B BACH e N TR RIAR R, 75 BEERAT — € 4D
s U PR R R 2 SR AL AR AR -

Royalty Calculation Methods / 1. ¥R i+8 773 (B AR RS

I11.

As mentioned earlier, there are two aspects of FRAND: (i) the negotiation
process itself and (ii) the terms of a license. This chapter will address the second
aspect of FRAND.

WIFTATIA, FRAND GFEMWATIH: (D WALEARLS, UL G VA%
o ARFIGHEIA FRAND K58 AN JiTH .

FRAND licensing terms include not only royalties but also non-monetary aspects
such as cross-licensing, but because there are no established criteria for reasonable
and non-discriminatory royalties in SEP licensing negotiations, the parties often
disagree on the appropriate FRAND terms.

FRAND VFA] S5k BB VR AT 3%, I AHEAC XA AT S AR S T T N &
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Therefore, this chapter will address royalty calculation methods in detail, based
on standard practices and the framework indicated by past court rulings. It should be
noted, however, that this Guide only identifies issues that may be considered in
relation to calculation methods and does not direct any particular way for parties to
arrive at a specific royalty rate or amount. Royalty rate calculation methods should be
determined flexibly by the parties on a case by case basis, and the calculation methods
outlined in this chapter may not necessarily be used.

PRIk, A TR AR A B v S A1 AT ATV B B R RO ME SR, PR R VF ] 3% (11 55
Jiide AHZE, BEMERRE, ARSI TR AT S RS RS Y R
FFARIR I 2 FNIEREARVE ] S R B AR R € 7 e VAT SR T8
RN A RYE BRSO RIS E, A2 KRR E IR T E 0%

A. Reasonable Royalties / A.& P {4 0] 3%

1. Basic Approach / 1.JE4 ik

Royalties reflect the value that the patent has contributed to the product and
therefore is obtained by:

VER] B S 1 RS 7= i A EH R SR EL, PRI, VRRTBR S 1B B
RIFHIE A

(1) Royalty base (Calculation base) x (2) Royalty ratio (Rate)
(1) YFAr#esdy GFEEED x () WarshlhE (3%

This approach may also be applied to the calculation of SEP royalties. There has
been intense discussion, however, on issues such as how to handle the value added
after a technology has been incorporated into a standard, how to identify the

calculation base, and how to calculate the royalty rate. These issues are discussed

76 /115



A=z

IP ECONOMY Www.ipeconomy.cn

further below. 1

XA TR AT AN - Fn v s BB AV AT SR TS, AR, X e b B
IR BANANRRHE G B AnAAT e T SRR DL S o] vk SV R B R A ]
B, S FAAFAEA A 18 . XL ) S A T SR — iR, 17

(Value Added after Incorporation into a Standard) / (YA FrilE /e HIEE )

There is a view that SEP royalties should reflect only the value of the patented
technology before the standard is widely adopted in the market (generally called “ex
ante”). This is based on the idea that, when a technology is being considered to form
part of a standard, it is selected from multiple technological options, while once it is
incorporated into the standard, it is used only out of necessity to adhere to the
standard.'®

A EIN, bRt s B VR R] 2% N =4 A S A AR AERE T 37 ) T2 K 22 iy

CHEFERN “HRT” D) BHBEAME. ZXRFETLUTEE, £ IEARYH
JEAEN— TR HER) —F I, BN Ak SR T Bk R, T — BN
bRt EAAE LIS ST AZARERITE DL T A i . 1

Based on this premise, there are cases where the royalty is assessed at a point in
time before the standard is widely used and set promptly after the standard is
announced, then kept at that level regardless of the success or failure in the markets of
the products implementing the SEPs.

X RN, FAAERPERIGOL: P r] BRAEARHER S V2 R FH AT — I A
€, EPRHEAATZJa SLEVE , I HLIC IR SRR #E L6 B4 R B fh A T 3 _E 1Y
JRIBC,  VF R B A ORFFAEIX — 7K T

196 For example, U.S. courts often apply the fifteen Georgia-Pacific factors (referred to as “GPF”) for
calculating the royalty. With FRAND-encumbered SEPs, modified GPFs have been adopted. (Microsoft v.
Motorola (U.S., federal district court, 2013))

197 fltn, 35 EE G % 1E ] Georgia-Pacific [N 3 (“GPF”) #4297, XIF 17 FRAND 4K
PrE LR, SR TESUER GPF.  GRURIFEEFER R (SR, BORHLIX AR, 2013 45))

198 See Ericsson v. D-Link (U.S., CAFC, 2014).

199 %, Ericsson v. D-Link (U.S., CAFC, 2014).
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On the other hand, there is a view that the “ex ante” approach is not practical in
calculating the damages for infringement of patent rights because the amount of
damages should incorporate the value of the patented invention at the time of
implementation, and a part of such value is created by the technology successfully
becoming the standard. Furthermore, there is also a view that it is inappropriate to
adopt the “ex ante” approach because it would lead to the profit from standardization
being distributed only to implementers and not to rights holders.?*

FH—Ji, AW RIAA, ETH AR MBS H ISR, R AT
HITVEABA FTERAEE, B 35 I AN 24 00 2 L ) AR St {8, 1
X —WMEPH — B2 B BRI BOR PTG K. AN, iAW RN,
KSR B R R AME 21, BN 2 S EhR AL B A R 23 Be 25 br e S it
&, AR EERAFA N 20

2. Royalty Base (Calculation Base) / 2.5+ %% Z ¥ (GHEE$D

(Calculation Base for Amount of Damages in Patent Infringement Litigations*’?)

! CERIRBRA A U R 1 57 2487 )

In the U.S., as for the calculation base of damages equivalent to a reasonable

implementing fee in infringement litigations for patents, including SEPs, debate has

200 In Unwired Planet v. Huawei (UK, high court, 2017), the court stated that the rights holder could
appropriate some of the value that is associated with the inclusion of the technology into the standard and the value
of the products using the standards.

201 7£" Unwired Planet v. Huawei"$¢ (JE[H, &5LRE, 2017 45) v, kBefath, BOFIREA ANRTRL Y
A G REBARGYNFRAEAR S 8 73 (LA P B A B 7= i B 4L

202 In many cases, the price of “components” is assumed to be “SSPPU” while the price of “end product” of
the supply chain downstream is assumed to be “EMV.” Nonetheless, in reality, since components are not saleable,
end products can be SSPPU in theory. Also, since patent claims are for end products, inventions are being worked

only in end products from the wording. As a result, in some cases, end products can be considered as SSPPU.

203 EVFZRENHLR,  “HEH7 MMM E N “SSPPU, 1 ERIAE T UiF 1 e 47 i R A B e
“EMV”. SR, SEbr b, TR ER), B, HA&PMAERS EAT DU SSPPU. T H, T
BRIBUCRIEE RSB e 4™ ), IR L&, R RERZ i TR, ik, ERLERHT, &4™
dn Al LA N & SSPPUL
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) 204 205 or

centered on whether the smallest salable patent practicing unit (“SSPPU”
the entire market value (“EMV”) 2%should be adopted. 2°7 208 209 Also in countries
other than the U.S., debate has centered on whether the price of component or
theprice of end product should be adopted as calculation base for damages in patent
infringement cases.?!”
FERE, X TAELTH CEFEARAELEL ] ARBF1A oA 215 2 S 3
T 2 B TH SR, 4R 0 B AR AR R SR ] /D T A B R R S i B T
( “SSPPU”) 2!! 212, L ESEHBA T IZHME (“EMV?) 213, 214 2AS26[ERELERR

204 In Cornell Univ. v. Hewlett-Packard (U.S., District Court, 2009) in which an infringement case was
disputed over non-SEP patents, SSPPU was introduced, as the smallest unit of calculation base related to patent
technologies should be selected so that excess damage amounts would not be calculated under the jury system.
Nonetheless, in most court rulings in the U.S., when there are sufficient comparable licenses, the courts determined
that royalties were evaluated by comparable licenses ahead of SSPPU. (CSIRO v. Cisco (U.S., CAFC, 2015)).

205 In In re Innovatio (U.S., federal district court, 2013), the rights holder’s portfolio included the patent
claims for the entire devices including a Wi-Fi chip, and the court stated that considering the substance of the
invention, a Wi-Fi chip is the calculation base for royalties as the SSPPU. In Virnetx v. Cisco (U.S., CAFC, 2014)
the court stated that “[w]here the smallest salable unit (SSU) is, in fact, a multi-component product containing
several non-infringing features with no relation to the patented feature..., the patentee must do more to estimate
what portion of the value of that product is attributable to the patented technology.”

206 In CSIRO v. Cisco (U.S., CAFC, 2015), the court stated that if a party can prove that the patented
invention drives demand for the accused end product, it can rely on the end-product’s entire market value (EMV)
as the royalty base.

207 In LaserDynamics v. Quanta (U.S., CAFC, 2012), the court stated that it is generally required that
royalties be based on the SSPPU approach, citing the concept of “the smallest salable infringing unit” in Cornell
University v. Hewlett-Packard (U.S., federal district court, 2009), but stated that if it can be shown that the
patented feature drives the demand for an entire multi- component product, the entire product (EMV) could be
used as the royalty base, and rights holders may be awarded damages as a percentage of revenues or profits
attributable to the entire product.

208 In HTC v. Ericsson (U.S., US District Court, 2019), the court stated that the ETSI’s IPR Policy neither
requested nor excluded royalties to be calculated based on the SSPPU approach.

209 The U.S. Department of Justice (DOJ), in its statement released in September 2020, stated that although
the IEEE’s IPR Policy was said to recommend the SSPPU approach as royalty base, royalties were set based on the
price of end products in the actual licensing negotiations and that concerned parties should not be prevented from
using licenses in such ways. Also, the DOJ stated that in the context of FRAND, there is no only correct method as
royalty calculation method. Nonetheless, there is a possibility that this Statement might be revised in accordance
with the Executive Order issued on July 9, 2021.

210 In court rulings, such as Nokia v. Daimler (Germany, District Court of Munich, 2020), Sharp v. Daimler
(Germany, District Court of Munich, 2020), Conversant v. Daimler (Germany, District Court of Munich, 2020), the
court determined that the price of end products should be royalty base.

211 EFES/RKHJFEEL /AT (Cornell Univ.Hewlett-Packard) (3% [E X %R, 2009 4£) 1, —535&
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The view that the SSPPU should be royalty base, i.e., calculation base, is based
on the concept that if a SEP technology is used only in the component that is the
SSPPU, the price of that component to which the SEP is considered to contribute
should be the calculation base. Meanwhile, the view that the EMV should be the
calculation base is based on the concept that the SEP technology is considered to
contribute to the function of the whole end product and to drive demand for the

product, and the price of the whole end product will be the calculation base.

W NARAE B 9 F2 5 2 0 T S 2Rl (RITHSEEEE0 AU R 2 T IR

TARbr e L ELRIRBGE S, SSPPU Jiik#5I M, BN R T EIL RS LRI E A SR vH SR B
ANFLARL, AT B G TE B E [ R T R AR I . Rk, EREMRZHER A, 4
TE R 5 RIVF AT i, VEBE AV AT 22 2V m] TS

212 f£ Innovation (SEEBFRXERE, 2013 4) —Zr, LHBAWEFHEGESE T B Wi-Fi &
TE AR B RIRCRI R, VAR A, BRBIRKAMYR, Wi-Fi 515 SSPPU & LF 2k (i Sk
fil.  7E Vimetx JRIFL (EE, CAFC2014 %) —Fh, EBAEY, <X RARNMIEFRIT (SSU) SLbr L
M ZN G LREARTRMAREAEAR W ZEAE= ... B FIB AU 2 ) AR R4 1% i
AME A 2R T LR,

213 1£ CSIRO YA} (SE[H, CAFC.2015 %) ZE, kBedRill, WIR—J7 REWSUEN] &R A B HES T
BABEBURZ " SO TR, %77 WM R 2™ i (K2 B T 3 0 (B4R D9 it e kil

214 7£ LaserDynamics Jf Quanta (35, CAFC,2012 4E) —%h, ERiFn, BB T, B
VFAI BRI T SSPPU J5vEME, RG] 7R /RRF RS CGEE, BORXIERE, 2009 4) —Zrh<f/
A R S IS, (RIkRE RN, WAL RESEIE W1 FIRFIE RSN T X BN 2 410 S K 7SR, I aT A
PR = SR RV RC/E P SR AR, I B RN AT DA% AT U9 i T8 AN 7= N SRR 1 1 4 B
RIFIEA

215 7€ HTC FRLA5 (EEMIX LR, 2019 4F) —%h, B4R,  ETSI AR BB BEA 2
SRADAHEBRARYE FRAE 06 B LR A T A BT VE V] 3

216 & [E AVETITEH 2020 47 9 H RA IS B g, RAEHERR TEEE BCHTRF=RUECE Y LK SSPPU
FPBAE N VEAT BRER, EVE R SR TE SERR VR IR A R AR e 2R IR E (K, S REPH LR 6% 5 BLIX
P SV RTUE . BhAh, RNEERIETEH, 7 FRAND TS 5N, REEME— ERRF T it & 57k, R
UL, AP A REARYE 2021 4F 7 A 9 H R AT B ST IET .

217 FEERE RO, Bl is BT AR 2 (1 [ 5 e X R, 2020 )« B RS EIR (4
[ 588 B X ERE, 2020 4F) AIF3 SRR I B S (TRIESEJE X VERE, 2020 4F) , kBt B AR &
7= i AN T S A

80/ 115



A 2

e, RIAR — Db e b B L FIEARDUH T8 T hnie s B8 R 5 R (w1,
T B RN A A A% R 0 ) 2 B 0 A% N 2 T SR AR, A
N EMV NSRRI 2 2 TR RO, BN SEP HORX E#A
B 2877 b D RENTE DRI FHESAS 7 il (7 3K T BE A B 2877 il B I A R A i
IR

www.ipeconomy.cn

(Calculation Base in Licensing Negotiations) / (i A iR AHI 11 FZ 40

As stated above, while the SSPPU and EMV are approaches devised by the US
courts in calculating damages equivalent to a reasonable implementing fee in patent
infringement cases, they could also be used as a reference to determine reasonable
royalties in actual licensing negotiations. In some licensing negotiations, for example,
the price of “components” is assumed to be “SSPPU” while the price of “end product”
of the supply chain downstream is assumed to be “EMV.”

WNRTFA, SSPPU A EMV 52 3¢ AR £E L MHR B S s ik i T 554 2
T A B St B A I A, ABAESEBR VR RR M, SSPPU Al EMV tH ]
DMENHE PP RI RS % . B, E—SyFaliRAd, <M s
€N SSPPU, 1M “Be 287 it (T i Bt ML EE I AR HBUE N EMV,

There are many cases in which the rights holder has insisted that the EMV
should be used as royalty base, from the view point that the SEP technology
contributes to the function of the entire end product and drives product demand.
Likewise, there are many cases in which the end-product manufacturer has insisted
that the SSPPU should be used as royalty base, from the view point that the
contributions of the SEP technology are confined to just a portion or component of the
overall end product.

W2 RZE T, BRBNESF AT, PARAE ZEL R AR A 5 277
DhREAE tH oTmR I FHESD ™ S R SR I A BER, N2 LA 20 (EMV) 11T
DAkt FIREL, EVFZ R, MARHEL ZLREOR R DTk R T8 A R 2%
P B Py B R o B R, % S i 3 P IR R, 2 AR B
BRI BoelE it P Akt

\m!
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In the days when debate focused on cellular phones, where communication
technology was central to functionality, many parties supported the use of EMV as
royalty base. The emergence of products such as smart phones and connected cars for
which communications technology accounts only for a part of the product’s functions,
however, has raised debate over the use of SSPPU or EMV as royalty base.

MR PRSI BRI, EERARR THLIIRERIZ G, W2 NSCR
i EMV AEME ] 2 ik aiti.  HA2, MBERORRA &7 Dhae— &0 R e Tl
AR A5 i I BLSUR 1 R T SSPPU I EMV VRN VF R] 9744tk
Frif,

(Approach to the Calculation Base) / (i€ 11 ZHZ 1T 77724

A feature shared by both approaches (SSPPU and EMV as calculation base) is
the attempt to use the approach as the calculation base according to where the
contribution of the essential part of the SEP lies. '3

PR (SSPPU Al EMV {EONTHELRME) ML FRIRFIER, ARl R YEr
HE BRI BB 7 I SRR £, 3 IO iR i B ke . 21

In addition, the SSPPU and the EMV methodologies are not the only possibilities
for considering a royalty base. The point is that a suitable calculation base for each
individual case should be considered.

tE4k,  SSPPU Al EMV JFiE AN % & 1 F P S H (i ne — T RER T ik, oK
B N AZN RN BARTE DL 8 — DN G IE AT R

For example, some argue that when the essential part of the SEP technology
supports the operation of functions of a device larger than a chip and contributes to
the functions of the device beyond the chip itself, using the price of the chip as the

SSPPU may not reflect the real value provided by the SEP technology.

218 In Ericsson v. D-Link (U.S., CAFC, 2014), the court stated that the ultimate reasonable royalty award

must be based on the incremental value that the patented invention adds to the end product.
219 f£ Ericsson U D-Link (U.S., CAFC,2014 ££) — %, KBedRi, SR H L VFR] 9 At T4 7
R B KT e 27 it T Y R T AL
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On the other hand, other suggest that when the contribution of the essential part
of the SEP technology is confined to the chip itself and the chip is independent and
has an objective market value, the price of the chip may be deemed appropriate as the
calculation base.

T J7 M, AR IR, A hRE L LR EAR R OB 0 A DR A PR T
FALS, OR BAMSNE I BRAA Wi m B, w DU R i A Dy T S 2l
BONES .

Even when the SEP technology goes beyond a particular chip, there is a view
that the SSPPU is an effective starting point for discussion in accumulatively and
elaborately analyzing the product portions to which the SEP technology contributes.
This view emphasizes that the basis of the calculation should not exceed the scope of
the contribution of the essential part of the SEP technology for which a license is
being sought.

IS8 5 A 1 00 B MR H A s SO VB BB L T, ARy, i R
FR LR I b A B RO ol 7 il 20, il 2L FIH S5 — A
AR IR R o XA R SR I, SRR RN 258 L O S R VE AT AR v 0 2L
BRI ZHR 3 e ol

Contrarily, there is an approach using the EMV as the starting point of discussion
and determining the calculation base by multiplying the end product by the ratio of
the contribution to the end product of all the SEPs that cover the technical standard.??

FHSCHL, AEAE—F O, AR EMV 9T e e ., I Hal i 5 287 i
e AT 75 12 3 AR AR AE BT A o 4 00 25 R FR) DT RS B 24 7 il FRD BE R R 58 B

220 In Apple v. Samsung (Japan, IP high court, 2014), because the design, use interface, camera, audio
function, etc. contribute to the product in addition to the wireless communication function, the court stated that the
basis of the calculation should be multiplied by the rate that it is deemed was contributing to the product by
complying with the standard (contribution rate).
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There is a view that if the EMV is used as calculation base, it may lead to a high
calculation base with a fixed rate, resulting in a high royalty. Conversely, there is
another view that if the SSPPU is used as calculation base, it may reduce the base
with a fixed rate, resulting in a low royalty.

A M AN, WARAEH EMV EyTH RS, wT R & 8 e SR it
FHBCR R, WIS EAREIVEFRE . AR, SMO RN, IR E
SSPPU 1ENTHIRIEAL, ] R Js/b [ %€ PR I THSRIE AL, Wi S SUB AR R ¥ AT
%%,

Some argue, however, that when the calculation base is small, the rate will be
high, while a large calculation base causes the rate to be low, selecting the calculation
base not directly relevant to the resulting royalty amount in theory.

IR, —Se NFdd, At REEBUN, PR, mitEREERSE R
%, BT EIAERG S R AR VR R R A R AR

3.Royalty Rate / 3. AT 8¢ CEHIE A A BRFRED

(Approaches to Rate Determination) / (#2115 7772)

Of the many different approaches to determining an appropriate royalty rate, two
frequently identified in court decisions are (i) determining the royalty rate, by
independently evaluating the value of individual SEPs (bottom-up approach); and (ii)
calculating the share in the calculation base of the contribution of all SEPs for a given
standard and then allotting a share to individual SEPs (top-down approach).

FEVF 22 AN R B 7 3 406 T S R U7k, PR o 7R e ) o P e i o
()38 1 JH N7 DAL BN SEPs B MK B 2 8 T 3 R (R ) B3R S G S

221 EERF=E (HA, MRFRGESERE, 2014 ) —%d, BFdir. RS, #1583k, &
DIRESS . BRICZIEAE DhREMEXT ™ A TR, VEBEAR, TR IE A N 3fe DA BRI <7 bR AE TN 7 i A 5T
BRAIE . (BT .
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SEP X THeE bR ERI DTN E, BB 24N SEP(E L1 Fi%).

These two approaches are not contradictory. Both approaches may be combined
to calculate the rate so as to ensure a more reliable rate through comparison of the

results.???

CLE PR E I AR B JE K IR )6 B3R 3RS 2 R I EL L, A
Mt ERLE mR R . 22

When there is an existing comparable license, some argue for referring to it,??*
whereas others argue for taking the top-down approach that first considers the
contribution of all SEPs even in that situation.

A UIANAE T OB AT BB AL 2 2, IR L2 N2 R E L. 22
SRR — UV N RIELE LG BT, 58562 R SEP 4K 5Tk, Ik H] Top down
Bt E.

a. Bottom-Up Approach/a. H F_LiE

In the bottom-up approach, the value of individual SEPs might be evaluated by,
for example, referring to comparable licenses. Specifically, examples of comparable
licenses to be referred to include those of patents owned by the same rights holder and

patents owned by others essential to the same standard or a similar standard.

fEH N LT, A SEP [ v] LUB I S 2 KB VF R Il . H

222 In Unwired Planet v. Huawei case (UK, high court, 2017), while adopting a bottom-up approach, the
court double-checked whether royalty stacking has occurred with a top-down approach. This was supported also
by the ruling of the U.K. Supreme Court in 2020.0n the other hand, in TCL v. Ericsson case (U.S., federal district
court, 2017).), while adopting a top-down approach, the court double-checked with a bottom-up approach.

223 Unwired Planet v. Huawei(¢ [, m257ERt, 2017 4F), EFEFRK Bottom up %, 78FIH Top down
IEWIARE 5 KA Royalty Stacking(VFRI $¢4Ed). 53— J7 1, TCLv. Ericsson(3e[H, BRFHEL, 2017 ), %
Kt K H Top down 7%, FFHF|H Bottom Up AT A -

224 In Laser Dynamics v. Quanta (U.S., CAFC 2012), the court stated that actual licenses for the patented
technology are highly probative as to what constitutes a reasonable royalty for those patent rights, because such
actual licenses most clearly reflect the economic value of the patented technology in the marketplace.

225 LaserDynamics v. Quanta(3£[H, CAFC, 2012 4F), T HEA 1L FIFATS 2 i fit B i S 5 ) &%
IR SAHETEAR, I BRA B RO T8 & AU W & BEVE AT 9% B ik de
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The following are examples of factors that have been considered in court cases
and practice in determining whether a license is comparable:

BUEBE BB S5 W2, P E 75 D Al EL B B SCIS (1425 RE R 2K m] 47 28
T

(1) Whether the license is for the same or similar patents,

(2) Whether the license covers unrelated technology or different products??°,

(3) Whether the license has a similar fee structure (e.g., lump-sum or running
royalty)

(4) Whether the nature of the license is the same in terms of exclusivity??’

(5) Whether the license applies to similar territories (e.g., a regional or global
license)

(6) Whether the terms of the license are widely accepted

(7) Whether the license has been achieved through a court settlement or through
normal negotiations

(8) How recent the license is, and

(9) Whether the licensee has a sufficient negotiating strength to enable balanced
negotiations.

(DB 5 A — B L AA 5

)BT 5 T R IR I BOR B At 7 it 228

B)IRABUEA BA ARSI AT B2 (19 40— AL B B AT AT )

/

226 In ResQNet v. Lansa (U.S., CAFC, 2010), the court stated that the trial court should not rely on unrelated
licenses to increase the reasonable royalty rate above rates more clearly linked to the economic demand for the
claimed technology.

227 In Lucent v. Gateway (U.S., CAFC, 2009), the court stated that GPF3 (exclusive or nonexclusive) is
applicable as a consideration factor.

228 ResQNet v. Lansa(3k[E, CAFC, 2010 %), %BEh A AEH T8 HANIE 24 19 BEAT 1) & RS2 AU
TR B T
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(HIBIA T HEAB 220 72 1540 ]

()BT AT 3 T ZABL X (51 oy DX sl A s e 452490
(OIRBUFRA R 2 %52

(TYIRBUH AL 28 RV i 3K BRAT A B e 1 — iR )

(8) Bl A AL L g e

(O BIBUE 2 15 B 2 LLAERE X SRR H R B0

(a) Comparable Licenses Held by the Same Patent Holder / (a) FH [F]— % AL
Fr A 2 AT B AR AL

In practice, it is often difficult to identify existing licenses that are identical or
sufficiently similar to a potential license under discussion. On the one hand, when
existing licensing agreements were concluded under circumstances that differ from
the parties’ present circumstances, the existing licenses may generally be referenced
when the parties determine the royalty rate if they can account for the differences,but
the effectiveness of such references may vary depending on the level of

difference.?3023!

FE52 55 BN E DAL PN 18 Z AR5 3 25 IR U 15 58 S SRADUR AR =4 TR Xk
(K, 20 25 AR A BAE 5 LI AR RN, 0 SR 2 552 W] DAt HZ AN [R) AL
WO — B R 120 2R SN W] EE AL, RN PE VRl SR 2 2%, AL
MR E L ST EHREBE R A FREE AL .

When there are great differences between the circumstances of an existing

license and present circumstances and it is difficult to reasonably account for such

229 Lucent v. Gateway(F[H, CAFC, 2009 4F), b\ A GPF3(HEM sk At T 36 F 2% e R 2.

230 In Ericsson v. D-Link (U.S., CAFC, 2014), the court stated that allegedly comparable licenses may cover
more patents than are at issue in the action, include cross-licensing terms, cover foreign intellectual property rights,
or, as here, be calculated as some percentage of the value of a multi-component product.

231 In Virnetx v. Cisco (U.S., CAFC, 2014), the court stated that the “degree of comparability” of the license
agreements is applicable as a consideration factor.

232 Ericsson v D-Link(3X [, CAFC, 2014 %), iEBt\ eSS ZHLAER] M AT R ML RMGHER, W
BB R B U SR LN, —HA LN EAMNE LR E R R WIIANE . 1] Virnetx v.
Cisco(32[H, CAFC, 2014 %), JABfig thHRU” aTLUERERE " RO IR .
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differences, it may then be difficult to consider the existing license as being

comparable and it will have less value in determining an appropriate royalty rate.?*3

1117 =43 25 A S BUAE R DL 73 AR, B 2338 0 LS BRI AN A 22 Ak
I, e DL E 25 25 A3 BON AT LU AL, LT D 38 4V A 2% R I 19 2 5 4y
HIRBAG - 2

(b)Comparable Licenses Held by Third Parties / (b) i1 25 = N T 45 2 7] L #¢
AL

In referring to the existing licensing terms of third parties who hold SEPs for the
same standard, it may be possible to calculate an appropriate rate by comparing the
number of SEPs owned by the rights holder to those held by the third party and
multiplying the ratio obtained.

A NS R bR KRB = NPT Z SEP Vi al IRBUEZ I 6L, U
A EEE L MBI 1) SEP #i 51%58 = NPTl 1) SEP #& , fi3fe_bi% SEP
HE el S AR D) B VR R] 2R

In this case, the rate may be adjusted taking into account the value of the specific
SEPs. It should also be noted that some third parties inflate the number of SEPs
through divisional patent applications.

FEHWAIBIE T, JRA5ERFE SEP KIUHE M M . HFEEHE AL
T s H oL R FIE K5 K SEP $i& .

Some view the limited availability of comparable licenses held by third parties
and the difficulty of evaluating other parties’ portfolios as standing in the way of

making comparisons of licensing terms.

Ak, INE B = NPT 2 a] BB A 5 S5, HyPO & A 24

233 In Laser Dynamics v. Quanta (U.S., CAFC 2012), the court stated that the propriety of using prior
settlement agreements to prove the amount of a reasonable royalty is questionable. On the other hand, there are

some arguments that licenses in litigation could also be referred to as comparable licenses.

234 LaserDynamics v.Quanta(3E[E, CAFC, 2012 4F), ¥EBe I AEYFIA B RS BAE N AT FL R AL
Hy—J7 M, 78E = AR YRA T BT AT R AT LA
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A A R AE, WO DABEAT SRR BB = L
(c)Patent Pools / (c) % F|ith

As a reference in determining a FRAND rate, parties may compare the rate
charged by a patent pool for the same standard. It may be possible to calculate an
appropriate rate by comparing the number of SEPs owned by the rights holder to
those of the patent pool and multiplying the ratio obtained..

5 R AR AE RS A < L AT T 2R 22 e A ELE, R AT AE 9 U E FRAND
AR I BRI (B E . BRI AT (1) SEP X bt RIUA% ) DO ik J5E L L )
M 2 RS bR AERURS (1 DTBREE i, AT ESRAE LMI i 2 B T AIAL
NG 1) SEP X0 A7 1R RIURS (14 7 R 88 L 2 Rt 2 2 R A7 vEE RIS (14 D7 Ak 82 SR MK
I, U R ESRAE L R IR 2 T

It may also be necessary to note that, in some patent pools, a relatively low
royalty is set as a result of taking into account the fact that negotiations, contracts, and

the management of royalties are streamlined in many patent pools.?*®

BEAt, TR T R T RERUUIE SR RH . RL) . V] 3 AE AR T T A AR
e, TE BRZ VRl B o 23

The licensing terms of a patent pool are not always comparable. The coverage
rate and licensing record of the patent pool may be considered to assess whether there
is comparability.?*’

o, TR R A SRR AT R AR SR PT LA 2 o IR L Rt 1Y)
FRERAF R TN R LLRES , N —FF25 8 LA 2 IR 5 R 5 AUL R F RN ZIE

235 In Microsoft v. Motorola (U.S., federal district court, 2013), the court concluded that the royalty was
triple the pool royalty.

236 Microsoft v. Motorola(3E[E, BEFSHuBE. 2013 5), ERBEEE 2 WA F N R EF T 320 3 5.

237 In Microsoft v. Motorola (U.S., federal district court, 2013), the court stated that the problem with using
patent pools as the de facto RAND royalty rate is that the patent-counting royalty allocation structure of pools does
not consider the importance of a particular SEP to the standard or to the implementer’s products as the court’s
hypothetical negotiation requires.
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238

There may also be cases where the patent pool situation differs from that of
licenses negotiated bilaterally because the rate is set by multiple rights holders. It
should also be noted that some rights holders are inflating SEP numbers through
divisional patent applications.

SR R Y 9 A W] REAN ] T — B XU AR IR, 111 H 2 HeE AN
PITsesE , ORZIE L MRN8 #5170 B FRIE /K SEP & MIHURE 5 DL«

b.Top-Down Approach / b. Top-Down ¥
(Overview) / (Fi2)

Determining an appropriate rate by calculating the ratio of the contribution of all
the SEPs for the standard in the calculation base is generally known as the top- down
approach. In this approach, the aggregate royalty rate is calculated as the extent of the
contribution of all SEPs to the standard (total royalty rate for all SEPs that cover the
standard), then allotted to individual SEPs.>*

THEAETH R A T 2 B SR HEA SSH) SEP 22 STk EL B LAAS & D) RGP ]
W W1 EITVE— RN Top down . M2 LA S AREAR S B A SEP 1) 51
WA VU B (R 2 R E R I AT SEP 2 VPRI 38 3 R 2 &) tF S B vrnl 3R, 20
Fo &= SEP o 240

238 Microsoft v. Motorola(ZE [E, B, 2013 4F), VLB EFIMAES de facto RAND ¥ 1] % 9k
I, PR AR VF AT 9 2 B A3 A DA RGBT 220 1 RF 58 SEP X v B R VA I AR M A S e
Z Ml B S

239 In Apple v. Samsung (Japan, IP high court, 2014), the court adopted a top-down approach and set the
aggregate royalty rate at 5% for 3G based on the claims of the parties. In addition, in TCL v. Ericsson (U.S.,
federal district court, 2017), the court set the aggregate royalty at 5% for 2G/3G and at 6% or 10% for 4G. In
Huawei v. Conversant (China, Nanjin Intermediate Court, 2019), the court adopted the top-down approach and
indicated a formula to determine the royalty rate of SEPs (the aggregate royalty rate in the specific industry in
China x the contribution rate of one SEP family).

240 Apple v. Samsung(H A%, &M EFe, 2014 4F), ERET X5 ARESK, KA Top down EH H 3G
() SRARVF R B R0 5%, W4k, TCL v. Ericsson(GR [, BHMBE, 2017 4F), JABC#EE R 2G/3G I VFR]
WRAEN 5%, 4G WA 6% 10%.
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(Avoiding Royalty Stacking) / (& 917 1] i HES:)

Determining an appropriate rate by calculating the ratio of the contribution of all
the SEPs for the standard in the calculation base is generally known as the top- down
approach. In this approach, the aggregate royalty rate is calculated as the extent of the
contribution of all SEPs to the standard (total royalty rate for all SEPs that cover the
standard), then allotted to individual SEPs.

G ZHCRIBNA B ESR VAT 2RI, WATRE R RAED VPRI R &, S
SETt AR ER 2 A m ) A R, e — )UK A [ Royalty Stacking | (V0] 9 HEE),
FEAE 5 A — bR HEA R SEP H E B MBI A RIS OL T AT BE 2 A 2R 1 ] L

When many rights holders individually demand royalties, there may be cases in
which each royalty “stacks up,” making the cost for practicing the standard
excessively high. This is called royalty stacking, and is an issue that may occur when
there are many rights holders that hold SEPs for the same standard.

i1 Top down i W (K 4y BL 5 AR HEAR R K B 47 SEP [ otk Ve H/E N SR 2 |
PR, T R mlEEr r] S HE S r) . NIRRT, TR Bottom up 41, —
FFAIH Top down 7%, X FAS B2 75 A& AL VF AT 9 HE B ] UG BT 1

While some parties believe that royalty stacking is occurring in practice, others
suggest that there is no concrete proof of this.

SRS TVFA] SRS — AR, TPAIERMTTHEN, —T WL E
RAEZH, T3 T7 WA IFIEH SERR R A2 i) BARIE SR

4.0ther Factors to Consider in Determining Rates / 4.4 & %% 3 {f) H.Ah % /&

SES

In addition to the calculation base and the rate described above, other factors
may also be considered in practice, as identified below.
Bran b AT mvh R S PR AN, MR R A HoAth sE 58 R &= — %
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a.Number of Licensees that Agreed to the Royalty Rate / a.$ 5% % ¥F 7] 3% %%
BIBRPEZHE

The more licensees have agreed to a particular rate, the easier it may be to show
that it is an established royalty rate and FRAND. Therefore, the number of existing
licensees may be taken into consideration.

PRSP P] B R R AUE 2 B, W 7% VF AT 3R S AL . i
WARRE Z BB V] N BoRiZ VAl R R B NG H BRI .

On the other hand, some point out that the number of licensees may not be
relevant in the initial phase of licensing activities.

F 7, IR E LR AR AGE SR B BEAF I pUE BRI
TZHE Lo

b.Scope of License?*! /b ZNKIHEREBIEE 24

In determining the appropriate royalty, the parties may also consider whether
there is a restriction on where or to whom to sell the products.

BRIV o5 B AR L 7 A A DX e Sz H R 7 A P PR
BN R A BV AT TN 2 BRI R .

c.Essentiality/Validity/Infringement of Patent / c. ER| N FME. B #
AT Aedk

If a patent turns out to be inessential to a standard or invalid, or if there is no
infringement, there is normally no need to obtain a license for the patent in order to
implement the standard. An implementer, however, may make a business judgement
to sign licensing agreements, even if it not convinced of essentiality, validity, or
infringement, because of the risks and costs of litigation, or in view of future

implementation of the standard. In such cases, the implementer may seek a suitable

241 Corresponding to GPF3.
242 X}V GPF3
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discount to the royalty.

FEL R IR SEARAE T 20 R R SE it I AR T B AR IO
St I TG EEAFFAN o SR B 24 553 TR A TR A 18 S B R e 2
R WA AT REE, H T2 8 2R A I RS 5 2% B DL SOBR RIS 1) A e s
MiERER, RENIZ BT REL) . RIEMAE RN, ST IR ] 2R 5 2 AN
ORZ RN ETE (TR

The number of existing patents changes over time. Where there are patent rights
which expire, patent rights which are acquired or divested, or patent rights which are
newly registered, the number of patents subject to licensing will change.

S MR B (8] AR, SR 2 e A 22 LR T
SEH BT UG BB TR, IR Z LA BUR = B 2 g

d.Value of Individual Patents / d./]> 5| &F| FI 4 HE

Since the value of individual SEPs is inherently different, in calculating an
appropriate royalty, sometimes weights are used rather than a simple ownership ratio
to reflect the value of individual patents more accurately.?*? In such cases, some argue
that patents that are extremely important to the standard should command a higher
rate, while patents that are less important should command a lower rate. Others
suggest that patents that have been inflated through divisional patent application
should command a lower rate.

3 & SEP RIUMEA A, S TS0 S H V] 2, FLSEIR AN AL
Bl L SEP A LL], T2 Nz Al B AT AT 55, DA{SE 58 1R 3
SR ERBIGHE o 2400 o bk 5 355 BRI L], HARN A, X

243 In In re Innovatio (U.S., federal district court, 2013), for example, the rights holder’s patents were all of
moderate to moderate-high importance to the standard, and therefore warranted a higher rate as compared to other
patents essential to the standard. In Unwired Planet v. Huawei (UK, high court, 2017), the court allowed both
parties to call expert witnesses to weigh the value of each patent. In Apple v. Samsung (Japan, IP high court, 2014),
the court took patent weighing into consideration in determining that the contribution of the patent subject to
litigation was not large.

244 BUNSE In re Innovatio(GE[H, BASHLFE, 2013 )R, EFRINAERIRNZ EFIXTTFFruE R A+
FERE SR EEM, Mo Rk R H A SEP A 85 9 R 1E Unwired Planet v. Huawei(F[E, &Lk, 2017
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PRUETT 5 B ZAE AN R R, H A RN . 53 75 s RIS T & A,
HAOMERN BRI A .

In cases where the parties involved find it not practical to accurately analyze the
value of individual patents, however, the value of individual patents is treated as equal

(pro rata).®

SR DRI IE A M 20 B A 0 B R AN B I A G, IR BLKE & AN B R N S5
(Pro Rata) 1M B % . 24

e.Negotiating History / e.i% A 12

The negotiation history between the parties is another factor that influences the
determination of an appropriate royalty. If there is no difference in the royalty agreed
with an implementer who has engaged in negotiations in good faith and that with an
implementer who has acted in bad faith, there will be little incentive to negotiate in
good faith. From that perspective, one approach is to give a suitable discount to a
licensee who concludes a license soon after receiving a license offer, or one who
requests a license before an offer is made.

S B (P PO RE N PR B =4 V] SRR IR R R 22— o 45 0 3 R M 5
it 5 AR5 R B S e S SR [R) BV R 2, UG 15 AL 2 St 2 1E AT 3
WA 2005, MR THRBCEL )G, BBV fF T N, gy T IR E
29T, B 33 BRI St AR XS A3 41 o

lﬂ%

In this way, the length of the negotiating period for an implementer compared to
that for other implementers in similar situations may be a factor in determining an

appropriate royalty. There is a possibility that an implementer who delays or impedes

), VEB VIR H XU7R TH LA A ) A HE L RKIEN . {E Apple v. Samsung(H A,
WE ke, 2014 8)—5, EBX LR EEVEIT TR, IFANZIRRN R LM R EEE A .

245 In addition, one royalty allocation method is based on the number of technologies adopted among
contributions at the standard formulation stage, not the number of declared patents. This method can eliminate the
influence of non-essential patents.

246 BV SR 0 BT IET 5 A AN SR RSO N JEAE, 1702 DR HESESZ R B iR FH
BORBCEONIEAE, W THERR AR ZEL AR o
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negotiations will pay a substantially higher royalty.

[FIEE, S0FTAH R 0 B St 2, FLR PN ] A, TR O PR 1 24 VF Al 2
M5 RN R . e b, SRR A H R A SE G, P RE 75 A8 H s 4 A0 ¥ 7]
%

Likewise, the royalty may become higher after a lawsuit has been initiated, as
compared to a case in which the parties came to an agreement in the negotiations. In
license negotiations, a rights holder may offer pre-litigation licensing rates at a
discount. This indicates that once litigation starts, what is considered a reasonable
royalty may become higher.

BeAt, H—RAR AR 2 R E LR IEARES, AT G 41T E RS 4
FIVF AT 28R B B ML RIS =, LABUN T IR VA BT R RESR tHVF 7T 2%
Irin, WIRER— BRRITIR S, ATE BRIV A SR g e o 2V

On the other hand, some argue that because FRAND terms require rights holder
to license SEPs to a wide range of parties, it is not suitable to give discounts to parties
acquiring licenses early, or to demand high royalties from parties who delayed
negotiations or took the rights holder to court.

F—J7 M, 7R FRAND /& VEZ R L MBI Z S SEP, O AL HL
PR A0 B B SE IR R A S8 IR R R A 3 SR L BV ] 2 5%
FHAE N LB .

B. Non-discriminatory Royalties / FTEBEARFRI % CBliE A 7. A0

SEP holders can demand royalties at FRAND terms from implementers, but
those royalties have to be non-discriminatory. There are disputes regarding what
constitutes non-discriminatory.

SEP )& MFN AT LA ) S it 2 22 R AR I FRAND 7K i H VP A] 2%, (EVF AT 30
e OB, TR AT A fe T2 AT 1 WA AE S+

247 LaserDynamics v. Quanta(3£ &, CAFC, 2012 ), ERigH RVFARIERIMEARR, FAT@®REA
IERARRI A 2, SRR R ARV B BRI AR AR AT 3 1 o
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1. Concept of Non-Discrimination / JoBAL K B % ik

Although FRAND licensing terms have to be non-discriminatory, this does not
mean that all potential licensees must obtain licenses at the same royalty rate and
amount. Some argue that it is instead considered to mean that similarly situated
licensees should not be treated differently.?**Factors in considering whether licensees
are similarly situated include whether the standard technology is used in the same way,
the level of the company in the supply chain, and the geographic scope of the
licensees’ business activities. >* 2°0On the other hand, in some court rulings, the court
determined that even if favorable licensing terms are provided to some licensees, it
may not be discriminatory under certain conditions. 23! 2%

H IR FRAND $BEEAF A0 TR, (EIXIFAS M T AN L 23
LUK [R] B4 Bl 2 LRI IR AL . — 28 NINTy, 3K S M A D9 A2 AR L B AL
NPLZA T ZEIIIEF o 2275 SR T AL T FAARBL I PR 2R s hr RO

248 In TCL v. Ericsson (U.S., federal district court, 2017), regardless of whether it generally distorts the
development of competition or standards, even if the implementer is alone, the court stated that it is discriminatory
if the difference in the royalty rates causes damage.

249 In TCL v. Ericsson (U.S., federal district court, 2017), the court concluded that the following factors
could be considered in determining whether two companies are similarly situated: the geographic scope of the
companies, the licenses required by the companies, and sales volumes. The court also concluded that the following
factors should not be considered in determining whether two companies are similarly situated: overall financial
success or risk, brand recognition, the operating systems of their devices, and the existence of retail stores.

250 With regard to the issue of whether or not the FRAND rate should be a range, in Microsoft v. Motorola
(U.S., federal district court, 2013), the court determined an upper and lower bound of the FRAND range for
Motorola’s SEP portfolio. In Unwired Planet v. Huawei (UK, high court, 2017), the court determined that each
region has only one FRAND royalty rate apiece. In Unwired Planet v. Huawei (UK, EWCA, 2018), however, it
was held that a number of sets of terms may be FRAND in a given set of circumstances.

251 In Sisvel v. Haier (Germany, Supreme Court, 2020), the court ruled that the right holder was allowed to
provide a license to some licensees in their favorable licensing terms, if it could be objectively justified.

252 In Unwired Planet v. Huawei (U.K., Supreme Court, 2020), the court stated that considering the process
of formulating the ETSI’s IPR Policy, the rights holder did not have any obligation to grant a license in terms
equivalent to the most favorable terms for licensees. (The court also stated that the non-discrimination limb was
not hard-edged, but general.)

253 {£ TCL v.Ericsson (E[H, BORHXIERE, 2017) &, TitH2ESHMEHEbrME R E, BE
S R INE — N, VEBE MR R U SR R0 5 ] S B i A
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By PR 77 2L TR, 2 7R AL o R 8 L M B R . 0 > 53
T, FE B R, R, B e e e AR VT
St FENLSAE T A AR R . o

2. Royalties for Different Uses / /A~ [E FH & 7] %%

In an IoT era, ICT is being used in various industries, and some rights holders
consequently argue for different royalty rates and amounts for the same standard
technology according to the particular use of that technology in the end product.

FEVIIR A IRAR, BT AR AT S B AEE BRI A LR 2R
B 23 ity o [R]— AR HEBOR A9 52 PRI 8 A R FRIVF AT 3 RN g 401

Specifically, in the ICT field, there is a view that it is not discriminatory for a
rights holder to apply different royalties for the same standard technology for products
that fully utilize the functions of the technology (e.g., high-speed, high capacity; low
latency) and those that only use some of the functions of the technology (e.g., massive
Machine Type Communications).

HARTM S, 15 SATEE BORGUH, A L3 T RIBOT T FRE R bR
BOR, e MHZBORTIRER) = i (BN, mi. mAE. IRIEE) PR H]
AR — LL T RE R o A R VR AT 2% (1007 SOF AR B (Biltn, KL 25

254 #¥ TCL v.Ericsson (FEEBIRHLXIERL, 2017) o, VEBEICNTERGE PR A 72 5 BA FU AL
FHELL R R E: AR U AR ENEBGE D A& VAR, TERE R AR R T
FMALET, AREELLTFE R BRI S I sAR: . A E . K& IR R Gl R &5 A TE .

255 5T FRAND 252 75 B &t — N0 B (11 &, 7F Microsoft v.Motorola (3% [l IR I X %:BE, 2013
), VEBEHE T EEFTE RS 44 SEP 2 FRAND i [ _EBRAI R . 7F Unwired Planet v.Huawei %%
(EE, w5k, 2017) o, VEBEHE SN HLX A —> FRAND ¥F] 9% 2. A1, 7£ Unwired Planet v.
Huawei 5¢ ([, EWCA,2018) 1, JEBEUCATERFERRL T, # TFEFKFH A HEZ FRAND ],

256 fE Sisvel v. Haier & (fE[E, fmikBi, 2020 45) o1, EBEh, WRERM ERSEE, NWavr
BRI LU H A T A VF ] 2 A ) — Sl VF o] A SR BEVF T

257 #£ Unwired Planet v. Huawei 3¢ (32, fmikle, 2020 4F) o1, ERiER, %IEF ETSI AR
BB (b i A2, LRI AT 55 A4 T X 4 VF il N R 2k 3 T (EBeiedg i, 3F
B A R, TR —RrERE) .
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On the other hand, some implementers argue that the same royalty rates and
amounts should be applied for the same standard technology regardless of the means
by or extent to which it is used.

F i, B SE Y, ANE RHARR T BUE AR HEROR B A FI AR vEEROR
BITRRRRE, A F RO bR RO B 2238 Y T4 [R] A AT 3l R0 0

Specifically, they argue that if different rates and amounts are allowed according
to the means of utilization of a technology, it could lead to the value created by
downstream inventors being allotted to rights holders, running counter to the “ex
ante” principle.

BARTE, AT IRIE AR 848 75 300 SCVFAS R 2% A 800, 7T RE
XIECNF RPN RIS MES D BL g TRIBON, X5 “FHHT (ex ante) 5N
ERTIEL

Tg

In addition, there is one view that where suppliers are granted licenses based on
SSPPU, because the application of the suppliers’ components is unknown, it can be
difficult to apply different royalties depending on the end-product.

A, AR VCHTEHE TR R B T SSPPU SR AUIIEIL T, BTk te
Ty 2L B0 S FH O AN B, BT AR AR 5 2 ) 7 il 13 FH A ) B 9 7 9%

C. Other/ HAth

There are several methods for paying royalties, and different methods will be

selected depending on the circumstances.

A JUR SR RT SR 759%, RIS 1 DL R AN R T

1. Fixed Rate and Fixed Amount / [E & F|Z M E & &8

There is a fixed royalty rate and a fixed royalty amount. A fixed royalty rate is

determined as a ratio of the price of the whole product and the price of product
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components. It is necessary for implementers to know the price of products at all
times when the price fluctuates according to market conditions, involving complicated
procedures.

A 1] 58 A ZEVF T R I 78 < AVE AT 2, [ e R 23R 2 DA i B AR A AN A
W HRARRE o AR R T 16 DLIB B 5 St 5 0 2R I 2902 7 i R A7 4% A
T B T SR B0 2 45

In order to reduce such complications, in practice, a method of deciding on a
fixed amount of royalties per unit regardless of fluctuations in the price of a product
may be used. Although it then becomes relatively simple to collect royalties in such a
case, when the price of a royalty-bearing product varies over time, this may result in
the royalties on product prices becoming too high or low for implementers.

N T Y XA 2 SEBR_E AT DU AN R8P it i 30 T R i A ]
SE B AUVE T B AT i o VB AR R DL WO R B R i 5, ELFiE A5 I 1] ) 2t
Ji&, 7 SO R SZ T BE N TR T AR AL I, AR b A A% VR AT 2%, X SEJE 11 5

i S S SO RS U 18
2. Lump-Sum Payment and Running Royalty Payments / & 0% ¥F 7] 3% fl
RN BIVFA] 2R

There are lump-sum payments and running royalty payments for paying royalties.

258

VFAL 2R BSOS 5 2R S VF R] 9 SORT RIS R VE R 2 S A 290

For lump-sum payments, there are advantages in being able to avoid the risks of

non-payment of royalties and the burden of monitoring whether the technology is

258 In Lucent v. Gateway (U.S., CAFC, 2009), the court stated that a running royalty is risky to rights
holders because such a royalty is subject to the sales of the implementer, while a lump-sum payment does not
require monitoring of sales. On the other hand, the court stated that a lump-sum payment has the benefit of being
easy to calculate but may not accurately reflect the value of the patent to the technology.

259 1£ Lucent v. Gateway (3EE, CAFC, 2009) 1, iEBifath, XRRFIFAEE S, Fah A o
AR, BEOYRX AR A] 352 ) T SeiE A &, T — VEVE R ST A & . S —J5 i, kB,
—RNEVF R SRR T 5 T bR, (H AT RETCVE R S kT A HOR B -
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being used. At the same time, with the royalty fixed and paid before the future sales
performance of the implementer’s product (the actual usage of the technology in the
market) has been established, royalties may in hindsight be too high or too low.
Consequently, where both the rights holder and the implementer seek to conclude a
lump-sum royalty agreement, they generally set terms that take into consideration
predicted product sales.

Xt B VR R] 3, HAT BENEIRE G AN STV AT B AR RS DA S A% AR 1545
A2 A0, [RIIN, R AR E S 7 i AR SR Bk Bt (BORAETTT )
ERSERMERITEOL) 2 BT B HRE VR AT 2 RS, v R] Al Rl s s k.
PRI, 2R T RN AR SE2 it 1 ik P s s BBV ] B 3L, TR A AT T3 Y 2 AR
i TIN5 ot )0 B 1 0 11 B8 2% K

For running royalty payments, although it is possible to calculate royalties that
reflect the actual usage of the technology, this adds the cost of monitoring to make
sure the amount to be paid will increase or decrease appropriately in response to
changes in sales.

XS RVER] 3%, BN W] RETH B S RS OR SEBRE I L MIPF R 2%, (EDN
A OREESAS ) < A0 2 it o 8 A AR BT 22 1 o el D T B 1 M AR

3. Past Component and Future Component / 2= F2H BT R SR T 4 AR

Royalties paid by those implementing SEPs from the past into the future can be
calculated by considering both past and future implementation. In such cases,
different formulas are used to calculate past and future royalties. For example, there
are cases where the past royalty component has been calculated as a lump sum while
the future component is calculated using a fixed-rate running formula.

M2 B K RI SE it SEPs 1M A B VE AT 2, AT 2% g aod 3 25 AR SR P S it
HIE LR B AERXAEDL T, S AASE A2 2R TR AR KA V] 5. 1]
ann, ARSI 2 VE R SR GRS o C AT RN RV, T AR SR ARG 23
A ] 2 A ZR I AT A AR
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4. Volume Discounts and Cap (Paid-up) / FEHIF LR (245" paid-up")

As an incentive to large-scale implementers, a discount rate may be applied for
royalty payments over a certain level, or a ceiling set for royalty payments.

VR RISt 5 A AT 58 SO IS s 8 409 iV RT 2 m] BEA Al i
HIAT N, BRI BCE VR AT 3 B RR A SOAT T 3.

Postscript / Bii (BIiEANG: B2

Why has the Japan Patent Office engaged with the issue of SEP licensing
negotiations? A year ago, it was proposed that JPO look into the introduction of an
administrative adjudication system to determine SEP licensing terms. We concluded
that a system based on implementer petitions would upset the balance between rights
holders and implementers. We were also concerned that introducing such a system
would send the wrong message at home and abroad that JPO is dismissive of rights
holders' concerns.

Nt 2 HARVET E W J0 5 SEP ¥R AR FIAH IS Ir) jL2— 4R, A AN
JPO W78 5 NAT BUE PR il B LA 8 SEP VRl 253k . AT R, XFE—Fhdk
THOR S 1 K10 5 B BB 3T BBOR AN S i 22 18] 7445 o 3RAT THE.C
ROIBEIXFERIHI R, 2x2a N AR JPO TSMBUF N YRR R B

How, then, could we address implementers’ concern that the smooth introduction
of new technologies could well be blocked depending on the way in which SEPs were
exercised? Our answer was to provide information that would help implementers
without experience in this field to engage in licensing negotiations more effectively
and efficiently, forestall disputes, and achieve early dispute resolution.

TR B el i R AR St ROFEAE, - BRFTr BRI 5] AW RE2 Al SEP f)izg
PRI 52 B FHAS 2 AT BB S 2 TRBHE B, 35 B EIX — S A 250 R 52
i EAH RS SRR, Tl R Rk 4 .

From fall 2017 through to spring 2018, we sought the views of experts here and
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abroad to gain a sense of the debates underway around the world. There was no way
to absorb such a massive amount of constantly evolving information. We decided to
concentrate on setting up the most open process we could manage to garner a broad
range of information and opinions, identify the key issues, and present these in a
balanced and straightforward manner.

M 2017 SERKZER] 2018 4EFZE, JAMER 1 E NI KA E N, LLT 5
FIIEAEBEAT BT 18 o BATA AT BEMRAC AN L e K I ANWTE AR 15 2 . AP e 4R
FORG JTE L NRATBE A TFRIRE 7, DABRAT) 2 (45 BN L, g D B 1)
PA—F-P- i A0 B 1) 7 S0 e

This Guide was compiled by a small team in a limited amount of time, and is
consequently far from perfect. Our presentation of both sides of the debate may also
be difficult to follow in some places, but it does reflect the heat of the discussion and
the lack of convergence over certain points.

AFEFE A AN BRI TRl N 9 5 1Y, PRI AR 5E 56 . RS EE ]
b, SREHIFRIR A AT BEXS G XU M AT R 2, EE RS R 1 A
FEJERIAE S L8 1] | > —Sik

That convergence will eventually emerge as technologies and markets continue
to evolve and cases of dispute resolution accumulate, while new issues too will
inevitably emerge. We look forward to updating this Guide as appropriate with
reference to advice from experts here and abroad.

B SR I I AN A e« Ay ik O =G0 AN TR 2R AR 22 1) 0K A5 L
—EERISE IR, IR ) AN AT R G b o . ARG Z2E H N AL K
I, RN AR

Naoko Munakata

Commissioner

(June 5, 2018)
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Postscript of the Revision / 21T I %

Postscript will be added here.
Bt SR A INAE X B

Reference /| % NE

<Japan>

RHET &R

2018 46 A 5 H

Kiyoshi Mori Commissioner

(2022)

& Mori & i

(2022)

- Apple v. Samsung (Japan, IP high court, 2014) Case No. 2013 (Ne) 10043

- Imation v. One-Blue (Japan, district court, 2015) Case No. 2013 (Wa) 21383
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- Softbank v. Kanematsu (Japan, IP high court, 2015) Case No. 2015 (Ne) 10069

<U.S.>

- Apple v. Motorola (U.S., CAFC, 2014)

Apple, Inc. v. Motorola, Inc., 757 F.3d 1286 (Fed. Cir. 2014), overruled on other
grounds by Williamson v. Citrix Online, LLC, 792 F.3d 1339 (Fed. Cir. 2015).

+ CSIRO v. Cisco (U.S., CAFC, 2015)

Commonwealth Scientific and Indus. Research Organization v. Cisco Sys., Inc.,

809 F.3d 1295 (Fed. Cir. 2015).

» Continental v. Avanci (U.S. District Court of Northern Texas, 2020)

Cornell University v. Hewlett-Packard (U.S., federal district court, 2009)

Cornell University v. Hewlett—Packard Co., 609 F.Supp.2d 279 (N.D.N.Y. 2009).

- eBay v. MercExchange (U.S., Supreme Court, 2006)

eBay Inc. v. MercExchange, LLC, 547 U.S. 388 (2000).
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* Ericsson v. D-Link (U.S., CAFC, 2014)

Ericsson, Inc. v. D-Link Systems, Inc., 773 F.3d 1201 (Fed. Cir. 2014).

* Fujitsu v. Netgear (U.S., CAFC, 2010)

Fujitsu v. Netgear, 620 F.3d 1321 (Fed. Cir. 2010).

* Fujitsu v. Netgear (U.S., CAFC, 2010)

* In re Innovatio (U.S., federal district court, 2013)

Innovatio IP Ventures, LLC Patent Litigation, No. 11-c-9308, 2013 WL5593609
(Oct. 3, 2013).

+ LaserDynamics v. Quanta (U.S., CAFC, 2012)

LaserDynamics, Inc. v. Quanta Computer, Inc., 694 F.3d 51 (Fed. Cir. 2012).

* Lucent v. Gateway (U.S., CAFC, 2009)

Lucent Technologies, Inc. v. Gateway, Inc., 580 F.3d 1301 (Fed. Cir. 2009).
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* Microsoft v. Motorola (U.S., federal district court, 2012)

Microsoft Corp. v. Motorola, Inc., 864 F. Supp. 2d 1023 (W.D. Was. 2012).

* Microsoft v. Motorola (U.S., court of appeals for the ninth circuit, 2012)

Microsoft Corp. v. Motorola, Inc., 696 F.3d 872 (9th Cir. 2012)

* Microsoft v. Motorola (U.S., federal district court, 2013)

Microsoft Corp. v. Motorola, Inc., No.c-10-1823JLR, 2013 WL 2111217 (W.D.
Was. Apr. 25, 2013).

* Quanta v. LG (U.S., Supreme Court, 2008)

Quanta Computer, Inc. v. LG Elecs., Inc., 553 U.S. 617 (2008).

- Realtek v. LSI (U.S., federal district court, 2013)

Realtek Semiconductor Corp. v. LSI Corp., 946 F. Supp. 2d 998 (N.D. Cal.
2013).
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- ResQNet v. Lansa (U.S., CAFC, 2010)

ResQNet.com, Inc. v. Lansa, Inc., 594 F.3d 860 (Fed. Cir. 2010).

* TCL v. Ericsson (U.S., federal district court, 2017)

TCL Comm. Tech Holdings, Ltd v. Ericsson, No.8-14-cv-00341 (C.D. Cal. Dec.
21,2017).

* Therasense v. Becton (U.S., CAFC, 2011)

Therasense, Inc. v. Becton, Dickinson and Co., 649 F.3d 1276 (Fed. Cir. 2011)
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