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: McDermott
What is the ITC? Will& Emery

* Created in 1916 — originally named the U.S. Tariff
Commission for providing studies, reports, &
recommendations on trade

* The ITC was created to protect American commerce

* |nvestigations handled by Administrative Law Judges (ALJS)
= Jurisdiction is limited

— Section 337 Investigations - Principally patents, but also copyrights,
trademarks, trade secrets (dealing with unfair acts in sale of imported
articles)
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McDermott

Number of Instituted Investigations Will& Emery

e Currently on track to institute 40 investigations in 2014
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McDermott

100 Day Pilot Program For Early Resolution vy &Emery

* Designed to test whether earlier rulings on certain dispositive issues could
limit unnecessary litigation, saving time and costs for all parties involved

= Procedure:

— The Commission identifies investigations that are likely to present a dispositive
iIssue and direct the assigned ALJ to rule on that issue early in the investigation

— Expedited fact finding on the dispositive issue undertaken, while all other
discovery may be limited or stayed

— The ALJ will issue an initial determination on the dispositive issue after
conducting an abbreviated hearing

— Becomes final if the Commission does not review it within 30 days

» Since June 2013, only one investigation has been enrolled in this program
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McDermott

Amendments to the Rules Will& Emery

= On April 19, 2013, the ITC published its Final Rules of Practice
and Procedure, which made the following changes:

— Limit the number of depositions

« Complainants, as a group, may take a maximum of 5 depositions per respondent
and no more than 20 fact depositions, whichever is greater

* Respondents, as a group, may take a maximum of 20 fact depositions total
— Limit the number of interrogatories

« Parties may serve no more than 175 interrogatories on another party

— Require parties to provide copies of any settlement or license agreements
that form the basis of motions for termination

— Require parties to justify any proposed redactions to orders or opinions

CONFIDENTIAL 7



McDermott

ITC Requires Domestic Industry Will& Emery

= Section 337(a) of Chapter 19 of the United States Code provides that:

— (3) For purposes of paragraph (2), an industry in the United States
shall be considered to exist if there is in the United States, with respect
to the articles protected by the patent, copyright, trademark, mask
work, or design concerned—

* (A) significant investment in plant and equipment;
« (B) significant employment of labor or capital; or

e (C) substantial investment in its exploitation, including engineering,
research and development, or licensing.
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Changes to the Domestic Industry McDermott
Requirements Will&Emery

One way to satisfy domestic industry requirement:

— Investment in Licensing

* Must be related to the patents in suit
— InterDigital Commc'ns, LLC v. Int'l Trade Comm'n, 707 F.3d 1295 (Fed. Cir. 2013)

» The Federal Circuit reaffirmed its previous position that licensing activities alone are
sufficient to satisfy the domestic industry requirement

* Must be related to a non-accused article protected by the patent
— Certain Computers and Computer Peripheral Devices, Inv. No. 337-TA-841, Comm’n
Op. (U.S.I.T.C., 2014)

» The Commission stated that “we do not interpret the opinion [in Microsoft] to provide a
special, and more lenient, test for licensing-based industries

e Can be satisfied by the investments of the licensees
— Certain Electronic Imaging Devices, Inv. No. 337-TA-850, Comm’n Op. (U.S.I.T.C,,
2014)

» The Commission stated that the domestic industry inquiry under section 337 is not
limited to the activities of the patent owner, but also involves the activities of any
licensees
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Changes to the Domestic Industry McDermott
Requirements (continued) Will&Emery

= Another way to satisfy domestic industry requirement:
— Investment in Research & Development

* Must relate to an article protected by the patent, regardless of whether or
not the article is manufactured domestically or abroad
— Microsoft Corp. v. Int'l Trade Comm'n, 731 F.3d 1354 (Fed. Cir. 2013)

» The Federal Circuit cautioned that “Section 337, though not requiring that an article
protected by the patent be produced in the United States, unmistakenly requires that the
domestic company’s substantial investments relate to actual ‘articles protected by the
patent.” 19 U.S.C. 881337(a)(2), (3)”

» Microsoft failed to meet this requirement by not showing that any Microsoft supported
products actually practiced the patents
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Changes to the Domestic Industry McDermott
Requirements (continued) Will&Emery

= Separate components of a single product can satisfy the domestic
industry requirement
— Motorola Mobility, LLC v. Int'l| Trade Comm'n, 737 F.3d 1345 (Fed. Cir.
2013)

» Microsoft relied on “its operating system” to satisfy the technical prong and the “hardware”
of its mobile devices to satisfy the economic prong

* Not a requirement that the complainant participates in the industry in the
United States for it to exist
— Certain Optical Disc Drives, Components Thereof, And Products
Containing The Same, Inv. No. 337-TA-897, Comm’n Order. (U.S.I.T.C.,
2014)

e The Commission vacated the ALJ’s initial determination and remanded for further
proceedings on its own accord

— The Commission stated that examining the nature of a complainant’s license is only
necessary, if the complainant asserts that a domestic industry is based on its own
licensing activities
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Recent Cases Discussing McDermott
Domestic Industry Will&Emery

Established Domestic Industry
— Certain Consumer Electronics With Display And Processing Capabilities,
Inv. No. 337-TA-884, Initial Determination (Aug. 29, 2014)
« A non-practicing entity satisfied the domestic industry requirement by
licensing activity with Apple, Motorola, and Microsoft

Did Not Establish Domestic Industry

— Certain Audiovisual Components and Products Containing the Same,
Inv. No. 337-TA-837, Comm’n Op. (U.S.I.T.C., 2014)

« Complainant failed to prove that articles that practice the patent exist

— Certain Integrated Circuit Chips And Products Containing The Same, Inv.
No. 337-TA-859, Comm’n Op. (U.S.I.T.C., 2014)

« Complainant failed establish a nexus between the claimed investment and
the asserted patent
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McDermott

Indirect Infringement Will&Emery

* The Federal Circuit held that an exclusion order may not be predicated on
a theory of induced infringement where direct infringement does not occur
until after importation

— Suprema, Inc. v. Int'l Trade Comm'n, 742 F.3d 1350 (Fed. Cir. 2013) reh'g
en banc granted, opinion vacated, 36 ITRD 392 (Fed. Cir. 2014)

= On April 13, 2014, the Federal Circuit granted the petitions for rehearing
En Banc filed by the U.S. International Trade Commission and Cross
Match Technologies, Inc.

= Several Amici Curiae briefs have been filed
= Suprema’s reply brief was filed on 11/21/2014

= Oral arguments are scheduled for 2/5/2015
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Infringement Is Tied to Importation McDermott

Will& Emery

= |In Certain Digital Media Devices, Including Televisions, Blu-Ray Disc
Players, Home Theater Systems, Tablets and Mobile Phones, Components
Thereof and Associated Software, Inv. No. 337-TA-882, Final Determination
(Aug. 6, 2014)
— The ALJ found no violation of Section 337:

* The accused products do not infringe the asserted patents because either: 1) allegations were
based on third party applications that were not installed at the time of importation, or 2) post-
importation activity was required to use the accused functionality

* The domestic industry requirement was not satisfied with respect to any asserted patent
= Commission granted review-in-part of petition to review ‘873 and ‘652 patents:
— Vacated all portions of ID that referred to Suprema

— Maintained finding of no violation because (i) lack of importation due to post-importation
activity is necessary for infringement and (ii) lack of domestic industry

= BHM did not appeal Commission decision
= No substantive activity in co-pending district court actions
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ITC Considers Public Interest Will& Emery

= Can a plaintiff secure an exclusion order when the public interest would be
adversely affected by exclusion of the accused products?

— In five investigations, the President has found that the public interest factors
outweighed the issuance of an exclusion order.

* In Certain Welded Stainless Steel Pipe and Tube, Inv. No. 29, Presidential
Disapproval (1978)

* In Certain Headboxes and Papermaking Machine Forming Sections for the
Continuous Production of Paper, and Components Thereof, Inv. No. 82,
Presidential Disapproval (1981)

* |n Certain Molded-In Sandwich Panel Inserts and Methods for Their Installation,
Inv. No. 99, Presidential Disapproval (1982)

* In Certain Alkaline Batteries, Inv. No. 165, Presidential Disapproval (1985)

e In Certain Dynamic Random Access Memories, Components Thereof and
Products Containing Same, Inv. No 242, Presidential Disapproval (1987)
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ITC Considers Public Interest (continued) Will& Emery

» Recently, the ALJ’s have used the public interest to tailor relief:

— Exempted replacement parts for existing products

e Certain Sortation Systems, Inv. No. 337-TA-460, Final Determination (Oct. 22,
2002) (Bullock)

o Certain Automated Mechanical Transmission Systems, Inv. No. 337-TA-503,
Final Determination (March 17, 2005) (Luckern)

— Exempted all products that were for sale before June 7, 2007

e Certain Baseband Processor Chips, Inv. No. 337-TA-543, Final Determination
(Jan. 3, 2007) (Bullock)

— Delayed implementation of exclusion orders by four months

e Certain Personal Data & Mobile Communications Devices & Related Software,
Inv. No. 337-TA-710, Final Determination (Aug. 24, 2011) (Charneski)
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ITC Considers Public Interest (continued) bl

Will& Emery

» The White House rejected the Commission’s determination to issue an exclusion

order for Samsung’'s FRAND-encumbered standard-essential patent
— Certain Electronic Devices, Including Wireless Communication Devices, Portable

Music and Data Processing Devices, and Tablet Computers, Inv. No. 337-TA-794
Comm’n Op. (U.S.I.T.C., 2013)

» Since the White House’s order, the Commission has handled three investigations

having one or more-FRAND-encumbered standard-essential patents, but seemingly
avoided the issue

— Certain Wireless Devices with 3G Capabilities and Components Thereof , Inv. No.
337-TA-800, Comm’n Op. (U.S.I.T.C., 2014)

 The Commission only focused on the domestic industry issue and did not address FRAND issues
— Certain Audiovisual Components, Inv. No. 337-TA-837, Comm’n Op. (U.S.I.T.C., 2014)
 The Commission found no violation for multiple other reasons and did not address FRAND issues

— Certain Wireless Devices With 3G and/or 4G Capabilities and Components Thereof,
Inv. No. 337-TA-868, Comm’'n Op. (U.S.I.T.C., 2014)

» The Commission only focused on a claim construction issue and did not address FRAND issues
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Jurisdiction Over Electronically McDermott
Transmitted Goods Will&Emery

= The ALJ found a violation by the Respondents for importing

Infringing digital data into the US

— Certain Digital Models, Digital Data, and Treatment Plans for Use, in
Making Incremental Dental Positioning Adjustment Appliances, Inv. No.
337-TA-833, Final Determination (June 14, 2013)

= The Commission affirmed the ALJ’s granting of a cease and desist
order after receiving unanimous support from public comments
that electronic transmissions are "articles" within the meaning of
Section 337

» The Commission decision was appealed to the Federal Circuit
= Several Amicus Curiae briefs were filed urging reversal

= Opposition briefs are due on 1/21/2015
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McDermott

Questions? Will& Emery

Questions?
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