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I. INTRODUCTION

In prior submissions to the Commission, Apple demonstrated (i) why the ALJ was correct to find, 

on the merits, that Apple has not infringed the ’348 patent; (ii) how Samsung made an irrevocable 

commitment to license the ’348 patent to implementers of the UMTS wireless standard, and therefore 

cannot pursue an exclusion order; and (iii) how Samsung granted Intel a license under the ’348 patent to 

sell baseband chips to Apple for incorporation into the accused products.  The Commission’s questions 

bring into focus additional reasons that a remedial order would be contrary to the public interest.   

First, Samsung’s claims against Apple products containing Intel baseband processors cannot 

avoid the fact that these chips never utilize the alleged invention of the ’348 patent, and would operate 

identically if they incorporated the prior art “basic” TFCI encoder in the pre-existing UMTS standard.  

Whatever the legal merits of Samsung’s infringement theory, from a public interest perspective Samsung 

cannot plausibly argue that United States consumers should be deprived of Intel-based iPhones and iPads 

because of a functionality thathas no utility in the accused devices.  Even if it were used, this functionality 

is trivial and accounts for far less than 0.01% of the code in an accused device and approximately 

0.000375% of the UMTS standard.   

Second, Samsung did not even allege, much less prove, that Apple’s more recent iPhone and 

cellular iPad products infringe the ’348 patent.   Those products use baseband processors—the relevant 

component for Samsung’s infringement theory—supplied by Qualcomm.  Samsung chose not to accuse 

Qualcomm chips of infringing the ’348 patent, even though Samsung did accuse those same chips of 

infringing another patent in the case, the ’644 patent.  Having failed to also assert the ’348 patent against 

those Qualcomm chips, Samsung waived its right to do so.  This was understandable:  Samsung 

.1

Third, the ’348 patent is a “declared essential” patent that Samsung irrevocably committed to 

license on fair, reasonable, and nondiscriminatory (“FRAND”) terms—but has done precisely the 

opposite with Apple.

                                                      
1 Given the limits of Samsung’s infringement allegations, any remedial orders could apply only to 
the iPhone 3G, iPhone 3GS, and iPhone 4 (GSM version), and iPad 3G and iPad 2 3G (GSM version). 
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In the event that the Commission overturns Administrative Law Judge Gildea’s correct finding of 

no violation, the only proper course is remand:  the parties’ submissions should be complemented by 

discovery and a hearing on the issues that the Commission has recognized as relevant.  Moreover, 

regardless of whether the Commission remands, the public interest supports tailoring any remedial orders 

to allow for a 5-month delay of implementation and exemption for service, repair, and replacement of 

devices.  But no remedial order should issue, because as ALJ Gildea concluded, no violation exists. 

II. RESPONSES TO COMMISSION’S QUESTIONS 

QUESTION 4. 

Any remedial order would not cover any Apple products other than the iPhone 3G, iPhone 3GS, 

iPhone 4 (AT&T),2 iPad 3G, and iPad 2 3G (AT&T) (the “’348 Accused Products”).  Those products—

which are the only products Samsung accused at the hearing—contain baseband processors sold by Intel.

A remedial order could not properly extend to (a) same generation Apple products that are designed to 

operate on CDMA wireless networks in the U.S. or (b) any later generation Apple products.  Those 

categories of Apple products contain Qualcomm baseband processors.  After taking full discovery, 

Samsung’s final infringement contentions, hearing evidence, and pre- and post-hearing briefing declined 

to accuse products containing Qualcomm baseband processors of infringing any asserted claim of the 

’348 patent.  They do not infringe, and Samsung has waived the right to argue otherwise now.   

Samsung understandably declined to seek an infringement finding with respect to products 

containing Qualcomm baseband processors because 

would have provided Apple a complete defense if 

Samsung were to assert infringement by iPhone and iPad products containing a Qualcomm baseband 

                                                      
2 For consistency, Apple (as Samsung and the Commission did) uses the terms “iPhone 4 (AT&T)” 
and “iPad 2 (AT&T)” to refer to the GSM versions of the iPhone 4 and iPad 2 3G.  Carriers other than 
AT&T operate GSM networks in the United States and currently sell, or plan to sell, the iPhone 4.  For 
example, in 2012, after the close of discovery, two regional GSM carriers began selling the GSM iPhone 
4 (See Ex. A [Boyette Decl.] ¶9; Ex. B [Higgins Decl.] ¶6.)  In addition, T-Mobile plans to begin offering 
the iPhone 4 on its GSM network in April 2013.  (Ex. C [Tallon Decl.] at Ex. 1 [http://www.t-
mobile.com].)  These GSM versions contain Intel baseband processors.  In contrast, the iPhone 4 and iPad 
2 3G containing Qualcomm baseband processors operate on CDMA networks.   
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Samsung is not entitled to remedial orders that apply to products Samsung chose not to accuse or 

to materially identical later products.  All iPhone 5, third and fourth generation cellular iPads, and cellular 

iPad minis are functionally the same as the iPhone 4S with respect to the Qualcomm baseband processor’s 

TFCI encoding functionality.  (Ex. E [Nimmala Decl.] at ¶ 8.)  If there is a remedial order, that order 

should make clear that products containing a Qualcomm baseband processor are exempt.  

A. Samsung Deliberately Chose Not To Attempt To Prove That Any Apple 
Product Containing A Qualcomm Baseband Processor Infringes The ’348 
Patent.

Throughout this Investigation, Samsung has acknowledged that only a subset of Apple’s iPhone 

and cellular iPad products are accused of infringing the ’348 patent.  For example, at the outset, Samsung 

confirmed that products that operate exclusively on CDMA networks (such as the iPhone 4 and iPad 2 3G 

CDMA versions) are outside the scope of its ’348 patent allegations.  (See Tallon Ex. C-2 [8/12/11 Letter 

from Dowd] at 1; Tallon Ex. C-2 [8/25/2011 Letter from Huang].)  For pre-iPhone 4S products, this 

meant that Apple products containing Intel baseband processors (only used in iPhones and cellular iPads 

operating on the GSM network) were within the scope of Samsung’s infringement allegations, and Apple 

products containing Qualcomm baseband processors (used in the iPhone 4 and iPad 2 3G designed for 

CDMA networks) were outside the scope of this Investigation with respect to the ’348 patent. 

On October 4, 2011, Apple launched the iPhone 4S.6  All iPhone 4S products—whether for GSM 

or CDMA networks—incorporate a Qualcomm baseband processor.  (Ex. D [Schafer Decl.] at ¶ 4.)  

Similarly, all later generation iPhones and cellular iPads—including the iPhone 5, the cellular versions of 

third and fourth generation iPad, and the cellular version of the iPad mini—contain a Qualcomm 

baseband processor

.  (Id., Ex. E [Nimmala Decl.] ¶ 8.)  

Id. ¶¶ 4-7.  (The asserted ‘348 claims require encoding 10 bits of TFCI.) 

On December 5, 2011, Samsung served supplemental interrogatory responses adding the iPhone 

4S to the list of Apple products it contended infringe the asserted patents.  (Ex. C [Tallon Decl.] at Ex. 5 

[12/5/11 Letter from Lasher]; id. at Ex. 6 [Samsung Third Supp. Resp. to Apple First Set of Interrogs.].)  

                                                      
6 See Ex. C [Tallon Decl.] at Ex. 4 [http://www.apple.com/pr/library/2011/10/04Apple-Launches-
iPhone-4S-iOS-5-iCloud.html].   
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Commission should conclude that  Apple based on those products and 

should expressly exempt them from any remedial order. 

D. Samsung’s  With Respect To Apple Products 
Containing Qualcomm Baseband Processors. 

Samsung cannot assert infringement by any Apple product containing a Qualcomm baseband 

processor for yet another reason— .  As 

indicated above, 

  (See RX-205C at 3-4 § 5.1.)

. See Transcore, LP v. Electronic Transaction Consultants Corp.,

563 F.3d 1271, 1274 (Fed. Cir. 2009) (

  Recent Supreme Court precedent indicates that exhaustion 

principles do not turn on a territoriality analysis.  See Kirtsaeng v. John Wiley & Sons, No. 11-697, __ 

U.S. __ (U.S. Mar. 19, 2013) (the common law of first sale/exhaustion recognizes no territoriality 

limitation with respect to authorized sales).  Thus, Samsung cannot attempt to avoid exhaustion by 

arguing that 

 Samsung’s patent rights to the Qualcomm baseband processors 

incorporated in Apple’s products.  (Ex. G [Koliander Decl.] at ¶¶ 4-6; Quanta Computers, Inc. v. LG 

Elecs, Inc., 128 S. Ct. 2109, 2115 (2008).  

E. At A Minimum, Remand To Evaluate The Infringement Issue Is Required 
Under The Due Process Clause. 

Finally, in the event that the Commission does not expressly exempt from any remedial order 

Apple products containing Qualcomm baseband processors, it must remand this Investigation to the ALJ 

to hold a hearing on the infringement issues with respect to those products.  Samsung’s unequivocal 

representations that such products are not accused of infringement deprived Apple of any meaningful 

notice or opportunity to be heard.  The issuance of any exclusion order or other remedy that would even 

arguably cover such products without a hearing to determine infringement would violate the Due Process 

Clause of the Fifth Amendment. Marshall v. Lonberger, 459 U.S. 422, 436 (1983) (right to “real notice 

of the true nature of the charge . . .[is] the first and most universally recognized requirement of due 
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3G, iPad 2 3G (AT&T), and iPad 3G.11  Of those, only the iPhone 4 (AT&T) and iPad 2 3G (AT&T) are 

still being sold by Apple in the United States.  Buckley Decl. ¶¶ 6-7.12

The immediate exclusion of the iPhone 4 (AT&T) and iPad 2 3G (AT&T) would adversely affect 

two national carriers, AT&T and T-Mobile, and two regional carriers, General Communication Inc. 

(“GCI”) in Alaska and CT Cube, L.P. (“CT Cube”) in Texas (collectively, the “GSM carriers”).13  These 

four carriers could not offer the iPhone 4 (AT&T), and AT&T could also not offer the iPad 2 3G 

(AT&T).  Because other large national and regional carriers sell CDMA versions of the iPhone 4 and iPad 

2 3G containing a Qualcomm baseband processor, their offerings of Apple products would not be 

similarly constrained.  Accordingly, as the Commission has recognized, see Certain Personal Data and 

Mobile Communications Devices and Related Software, Inv. No. 337-TA-710, Comm’n Op. (Dec. 29, 

2011), remedial orders affecting the ’348 Accused Products would have a substantial adverse impact on 

competitive conditions in the U.S. cellular market.   

The immediate and total exclusion of the iPhone 4 (AT&T) and iPad 2 3G (AT&T) would also 

(a) eliminate an entry-level device for iPhone consumers reliant on the GSM network and (b) eliminate 

the availability of Apple’s service and repair or replacement units for both in- and out-of-warranty 

accused iPhones and cellular iPads.  Commission precedent confirms that such outcomes would adversely 

affect U.S. consumers and that remedial orders should be tailored to alleviate such an impact.  Certain

Personal Data and Mobile Communications Devices, Inv. No. 337-TA-710, Comm’n Op.     

A. The Scope Of Affected Products 

The volume of products that would be affected by any remedial orders relating to the ’348 patent 

is significant.  To date, Apple has sold  iPhone 4 (AT&T) devices and 

iPad 2 3G (AT&T) devices.  (Ex. H [Buckley Decl.] ¶ 7.) 

                                                      
11 Because Question 1 asks about the effect on the public interest of remedial orders relating to “the 
Apple articles alleged to infringe the asserted claims of the ’348 patent,” and because those articles are 
limited to iPhones and cellular iPads with Intel baseband processors, Apple does not address here the 
public interest impact of remedial orders that would cover Apple’s iPhones and iPads with Qualcomm 
baseband processors (i.e., the rest of Apple’s mobile phones and cellular tablets).  In the event that 
Samsung or the Staff raises any question about the identity of the accused Apple products for purposes of 
this question, Apple intends to address the public interest impact of such an order in its reply submission. 
12 Only iPads that are cellular-enabled (the “3G” models) have been accused under the ’348 patent.  
(SSPostHB at 23; ID at 12.)  Apple also sells WiFi-only iPads that do not contain a baseband processor, 
are not cellular-enabled, and have not been accused of infringement.  (Id.; Ex. H [Buckley Decl] at ¶ 11.) 
13 GCI and CT Cube sell the iPhone 4 (AT&T) but not the iPad 2 3G (AT&T).  (See Ex. B [CT 
Cube Decl.] ¶¶ 6-7; Ex. A [GCI Decl.] ¶¶ 9-10.)  T-Mobile will begin selling the iPhone 4 (AT&T) in 
April 2013.  (Ex. H [Buckley Decl.] ¶ 2 n.1; Tallon Ex. C-1.)    
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In 2012,  smartphones were sold in the United States,  of 

which were the iPhone 4 (AT&T).  (Id. ¶¶ 4, 7; Tallon Ex. C-12 [IDC data].)  The iPhone 4 was the fourth 

best-selling smartphone model in the United States in 2012.  (Tallon Ex. C-14 [NPD Group, “iPhone Still 

Leading U.S. Consumer Sales,” Feb. 1, 2013].)   

In 2012,  3G-enabled tablets were sold in the United States, 

of which were the iPad 2 3G (AT&T).  (Ex. H [Buckley Decl.] ¶¶ 5, 7; Tallon Ex. C-13 [IDC data].)  

Also in 2012,  3G- or 4G enabled tablets were sold in the United States,

 of which were the iPad 2 3G (AT&T).  Id.

With this data as a backdrop, we turn to the statutory public interest factors. 

B. Remedial Orders Affecting The iPhone 4 (AT&T) And iPad 2 3G (AT&T) 
Would Adversely Affect The Public Interest.  

Remedial orders that would affect the iPhone 4 (AT&T) and iPad 2 3G (AT&T) would adversely 

affect both competitive conditions in the U.S. cellular market and U.S. consumers.  19 U.S.C. § 

1337(d)(1).  These two statutory public interest factors  warrant tailoring any remedy as discussed in 

response to Question 3. 

1. Competitive Conditions In The U.S. Cellular Market 

The immediate exclusion of the iPhone 4 (AT&T) and iPad 2 3G (AT&T) would adversely affect 

two national carriers, AT&T and T-Mobile, and two regional carriers, GCI in Alaska and CT Cube in 

Texas.  These GSM carriers would not be able to sell the iPhone 4, and AT&T would not be able to sell 

the iPad 2 3G (AT&T), while other large national carriers, including Verizon Wireless, Sprint, Virgin 

Mobile, and Cricket, and fourteen other regional carriers would be able to sell CDMA versions of the 

iPhone 4 and Verizon would be able to sell the CDMA version of the iPad 2 3G.  (Ex. H [Buckley Decl.] 

¶ 9.) 

The immediate exclusion of the iPhone 4 (AT&T) and iPad 2 3G (AT&T) would reduce the 

number of popular Apple models that the GSM carriers can sell.  The ability to offer the Apple iPhone 

and cellular iPad is a significant factor in the competitive positions of the GSM carriers in the wireless 

market.  (Ex. A [GCI Decl.] ¶¶ 9, 11-12; Ex. B [CT Cube Decl.] ¶¶ 6, 9.)  Carriers typically structure their 

portfolios of mobile devices to offer customers a variety of models with a variety of features at a range of 

price points. See Certain Personal Data and Mobile Communications Devices and Related Software, Inv. 
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No. 337-TA-710, Comm’n Op. at 81 (Dec. 29, 2011); Ex. A [GCI Decl.] ¶¶ 8-10; Ex. B [CT Cube Decl.] 

¶¶ 5-7.  Carrier offerings of Apple products are no exception—the AT&T carriers offer the iPhone 4 

(8GB memory), iPhone 4S (16GB, 32GB, or 64GB memory), and iPhone 5 (16GB, 32GB, or 64GB 

memory) at different price points.  (Ex. A [GCI Decl. ¶¶ 10; Ex. B [CT Cube Decl.] ¶¶ 7; Tallon Ex. C-15 

[AT&T iPhone website].]  AT&T also offers the iPad 2 3G, iPad with Retina display (Wi-Fi + Cellular), 

and iPad mini (Wi-Fi + Cellular) at a variety of memory sizes and price points.  (Tallon Ex. C-16 [AT&T 

iPad website].)

The Commission has recognized “the importance of competitive conditions in wireless 

telecommunications services in the United States generally…” and has tailored remedial orders based on 

this public interest concern.  Certain Personal Data and Mobile Communications Devices, Comm’n Op. 

at 80-81.  In that investigation, which also involved mobile phones, the Commission specifically cited the 

Department of Justice’s recognition of the role that T-Mobile and AT&T play in maintaining vigorous 

competition and low prices in wireless telecommunications services:   

Innovation in wireless technology drives innovation throughout our 21st-
century information economy, helping to increase productivity, create 
jobs, and improve our daily lives.  Vigorous competition is essential to 
ensuring continued innovation and maintaining low prices.

Id. (citing Complaint ¶ 1, United States v. AT&T et al., No. 1:11-cv-01560 (D.D.C. Aug. 31, 2011)).  The 

Department of Justice has also recognized that, “[d]ue to advantages arising from their scale and scope of 

coverage, each of the Big Four nationwide carriers [i.e., Verizon, Sprint, AT&T, and T-Mobile] is 

especially well-positioned to drive competition, at both a national and local level, in this industry.”  

(Tallon Ex. C-17 [Complaint, United States v. AT&T] at ¶ 3.)  The competition among these carriers 

occurs in areas such as price, plan structure, network coverage, devices, and operating systems.  (Id. at ¶ 

34.)     

Here, certain wireless carriers would be placed at an immediate competitive disadvantage by 

remedial orders, while others would receive an immediate competitive advantage, threatening the 

competitive balance among the “Big Four” nationwide carriers.  The GSM carriers would not be able to 

sell or service the popular iPhone 4 (AT&T), and AT&T would not be able to sell or service the iPad 2 

3G (AT&T), while their competitors would be able to sell and service the CDMA versions of the iPhone 

4 and iPad 2 3G, products that are identical to the ’348 Accused Products but for their baseband 
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processors and networks.  (Ex. A [GCI Decl.] ¶¶ 12-15; Ex. B [CT Cube Decl.] ¶¶ 9-13; Tallon Ex. C-18 

[sample CDMA carrier websites].) 

As discussed in response to Question 3, the adverse public interest impact on U.S. consumers 

could only be alleviated by an appropriate transition period of five months before any remedial orders 

take effect. 

2. U.S. Consumers 

U.S. consumers would be adversely affected by any remedial orders’ elimination of an entry-level 

device for certain consumers and by elimination of Apple’s service and repair or replacement units for 

both in- and out-of-warranty accused iPhones and cellular iPads.   

First, the immediate and total exclusion of the iPhone 4 (AT&T) would adversely affect U.S. 

consumers by eliminating an entry-level device for consumers reliant on GSM technology.   

The iPhone 4 (AT&T) is currently the entry-level Apple mobile phone.  AT&T, GCI, and CT 

Cube offer the iPhone 4 either for free, for $0.01, or for $0.99 in conjunction with a two-year service 

contract.  (Tallon Ex. C-15 [AT&T website]; Ex. A [GCI Decl.] ¶ 10; Ex. B [CT Cube Decl.] ¶ 7.)  T-

Mobile will similarly offer the iPhone 4 (AT&T) as its entry-level Apple mobile phone in certain markets.  

(Tallon Ex. C-1).  For customers who rely on the GSM network, no adequate substitute exists for the ’348 

Accused Products at the same price point.  Other devices available to consumers at comparable price 

points for the GSM network, such as certain Samsung smartphones, are not substitutes for the ’348 

Accused Products because they do not enable access to the large and diverse library of popular software 

applications uniquely available on the accused Apple devices.  (E.g., Tallon Ex. C-19 [Business Insider, 

“10 Great Apps That Are Still Exclusive To The iPhone,” Mar. 23, 2013].)  In addition, the ease of 

interoperability with other Apple devices that is a prominent feature of the iPhone is not available with 

other manufacturers’ smartphones.  For example, the iCloud service, which allows a user to access the 

same software applications (e.g., mail and calendar), photos, songs, and other media from any of the 

user’s various Apple devices, such as the Mac desktop computer, the iPad tablet, and the iPhone, is a 

strong selling point for many consumers.  (Ex. A [GCI Decl.] ¶ 11; Ex. B [CT Cube Decl.] ¶ 10.)  Further, 

if a customer has previously purchased media or software applications for an Apple device (i.e., 

compatible with Apple’s iOS operating system), that customer will not have access to that content on a 

non-iOS smartphone or tablet.  Apple’s licensed later-generation devices (e.g., iPhone 4S and iPhone 5) 
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are substitutes for the iPhone 4 (AT&T), but consumers cannot buy these devices at the same low price 

point.  (Ex. A [GGI Decl.] ¶ 11; Ex. B [CT Cube Decl.] ¶ 10    

Second, remedial orders affecting the iPhone 4 (AT&T), iPhone 3GS, iPhone 3G, iPad 2 3G 

(AT&T), and iPad 3G would adversely affect the millions of existing U.S. consumers of those products 

by eliminating the availability of Apple’s service and repair or replacement units for both in- and out-of-

warranty devices.  As Samsung and the Staff agree, an exemption from any remedial orders for the 

service, repair, or replacement of the previously imported units is appropriate in this investigation.  See

SSRCQ at 46; Staff RCQ at 25.     

Apple is the primary source for authorized service and repair of its iPhones and iPads,  

  (Ex. H [Buckley Decl.] ¶ 20; Ex. I [Lamb Decl.] ¶ 12.)   customers of the ’348 

Accused Products have purchased extended warranties in the form of AppleCare service plans, and Apple 

offers out-of-warranty service and repair as well.  (Ex. H [Buckley Decl.] ¶¶ 16-19; Ex. I [Lamb Decl.] ¶ 

10.)  Customers have made  service requests for the ’348 Accused Products,  

.  (Ex. H [Buckley Decl.] ¶¶ 20-

25.)  Apple  currently maintain inventories of 

valued at , primarily to accommodate service and repair needs of customers.

(Ex. H [Buckley Decl.] ¶¶ 26-30.)  Indeed, Apple is required by law to maintain its U.S. inventories to 

fulfill its warranty obligations, even for years after the warranties expire.  (Id. ¶ 31; Ex. I [Lamb Decl.] ¶ 

13.)  Consumers thus have both (i) warranty expectations under the standard one-year warranty and the 

extended two-year AppleCare service plans and (ii) out-of-warranty service needs.  In analogous cases 

involving mobile phones, the Commission has recognized that the public interest supports an exception 

for service and repair and replacement units.  See, e.g., Certain Mobile Devices, Associated Software, and 

Components Thereof, Inv. No. 337-TA-744, Comm’n Notice (May 18, 2012); Certain Personal Data and 

Mobile Communications Devices and Related Software, Inv. No. 337-TA-710, Comm’n Op. at 73 (Dec. 

29, 2011).   

QUESTION 2. 

A. Products Authorized To Use The Technology Claimed In The ’348 Patent 
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Three groups of currently available third generation and later products are authorized by Samsung 

to use the technology claimed by the ’348 patent:  (1) certain models of Samsung’s own GSM 

smartphones; (2) all Apple iPhone and cellular iPad products that contain a Qualcomm baseband 

processor; and (3) certain smartphones and tablet computers made by other manufacturers that are either 

.   

(1)  As discussed in the response to Question 4, all Apple products that contain a Qualcomm 

baseband processor  under the ’348 patent.  These products include: (a) Apple’s iPhone 4 for 

the CDMA (e.g., Verizon and Sprint) networks; (b) Apple’s iPhone 4S and iPhone 5 for all networks; (c) 

Apple’s iPad 2 3G for the CDMA networks; and (d) the cellular iPad third generation, cellular iPad fourth 

generation, and cellular iPad mini for all networks.  All these products are third generation or later.   

(2)  Samsung’s own products would, of course, be authorized to use the technology claimed by 

the ’348 patent.  Samsung identified a total of 15 of its mobile phones (and none of its tablet computers) 

as domestic industry products practicing the ’348 patent.  (ID at 529-30, 531, 547.)  All 15 of these 

phones are for use on GSM networks (e.g., AT&T Mobility, T-Mobile).  (CDX-27C.6 [DI Product 

Launches by Carrier].)  The ALJ found, however, that none of the 15 phones practices the ’348 patent.  

(ID at 547, 556-57.)  Moreover, these 15 models identified as ’348 domestic industry products represent a 

very small portion of Samsung’s overall sales of mobile phones in the U.S.  According to the data 

compiled by Samsung’s own economic expert, the ’348 domestic industry products accounted for just 

 of all mobile phones sold by Samsung in calendar year 2011, the 

most recent year for which data were available.  (CDX-27C.3 [Domestic Industry Product Sales]; Tr. 

[Mulhern] at 1768:9-25.) 

(3)  Samsung should be in the best position to identify the third category of authorized products – 

those supplied by other manufacturers with either a license under the ’348 patent directly from Samsung 

or using baseband processors provided by Qualcomm or by other licensed chip suppliers.  The license 

information produced by Samsung shows that of the major handset manufacturers, 

y licensed under the ’348 patent directly from Samsung.  (See Ex. J [Donaldson Decl.] at App’x C 

(Summary of Samsung licenses).)  Samsung’s licenses with ,

.  (Id.)  Notably, the most recent smartphone 

market share data for consumer sales shows that, in Q4 2012, Apple had 39% and Samsung 30%, for a 
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combined share of 79% of the U.S. smartphone market. 14  The combined market share of the next three 

manufacturers, Motorola, HTC, and LG, accounted for 19%.15

B. Substitutability Of Products Authorized To Use The Technology Claimed In 
The ’348 Patent 

As discussed in the response to Question 4, the only products accused under the ’348 patent are 

those that contain an Intel baseband processor and are designed for use on a GSM network, such as the 

one operated by AT&T.  The only such products currently being sold by Apple are the iPhone 4 (for 

AT&T) and the iPad 2 3G (for AT&T).  Accordingly, for a consumer who does not depend on the AT&T 

(or other GSM) network, the versions of the iPhone 4 and the iPad 2 3G that contain a Qualcomm chip 

and operate on a CDMA network would be acceptable substitutes.   

For consumers who depend on the AT&T (or other GSM) network, however, the iPhone 4 and 

the iPad 2 3G versions that operate only a CDMA network would not be acceptable substitutes.  A 

consumer may be dependent on a particular network based on the available quality of reception, or 

because of contractual service term requirements.  For those customers, there is no substitute for the 

accused devices at the same price point.  Apple’s licensed later-generation devices (e.g., iPhone 4S and 

the cellular iPad with Retina Display) are potential substitutes for the accused devices, but consumers 

cannot buy these devices at the same low price point as the accused devices.  (See Ex. C [Tallon Decl.] at 

Ex. C-20 [iPhone Model Comparison] ; Ex. A [Boyette Decl.] at ¶¶ 9-12; Ex. B. [Higgins Decl.] at ¶ 7.)   

Other devices available to consumers at comparable price points for a GSM network, such as certain 

Samsung smartphones, will not be substitutes for the accused devices for many consumers because they 

do not enable access to the large and diverse library of software applications available on the accused 

Apple devices.  (Ex. A [Boyette Decl.] at ¶ 11; Ex. B. [Higgins Decl.] at ¶ 10.) Further, other 

manufacturers’ smartphones do not offer the interoperability with Apple devices that is a prominent 

feature of the iPhone.  With an iPhone, a consumer can access files, music, and photos through the iCloud 

service that have been stored by the user on the user’s Mac desktop computer or iPad tablet.  (See Ex. C 

[Tallon Decl.] at Ex. C-21 [iCloud on Apple iOS Devices].)  Likewise, a customer may have previously 

purchased media or software applications for another Apple device, and that content may not be available 

                                                      
14  Ex. C [Tallon Decl.] at Ex. C-14 [NPD Group, “iPhone Still Leading U.S. Consumer Sales,” Feb. 
1, 2013]. 
15 Id.
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to the user on the Samsung smartphone (or other device).  A Samsung phone or tablet would not be an 

acceptable substitute for those customers.   

QUESTION 3. 

Any remedial order based on the ’348 patent should be tailored in three ways to avoid harm to the 

public interest. First, it should expressly exempt Apple iPhones and cellular iPads that contain a 

Qualcomm baseband processor.  Second, its effective date should be delayed for five months in order to 

permit affected carriers and their suppliers time to transition to alternative products.  Third, any remedy 

should contain an exception for the service, repair, or replacement of previously imported products. 

A. Any Remedy Should Expressly Exempt Apple iPhones And iPads 
Containing A Qualcomm Baseband Processor.  

As discussed in the response to Question 4, the Apple iPhones and cellular iPads that contain a 

Qualcomm baseband processor are licensed under the ’348 patent, and Samsung did not accuse them of 

infringement.  To avoid any possible confusion, any remedy should expressly carve out Apple products 

containing a Qualcomm baseband processor.    

The original Apple iPhone revolutionized and redefined the smartphone category, and the iPhone 

continues to be the market leader.  In the fourth quarter of 2012, the iPhone accounted for 39% of the 

consumer sales of smartphones in the United States, with the iPhone 5, the iPhone 4S, and the iPhone 4 

taking the first, third, and fourth places, respectively, among the five top-selling smartphones.16  For the 

year 2012 as a whole, Apple sold  iPhones.  (Ex. H [Buckley Decl.] at ¶ 10.)   

Similarly, Apple’s iPad revolutionized the computer industry by creating a new product category, 

tablet computers, and remains the market leader.  In calendar 2012, Apple had sales of 

iPads, of which  were cellular-network-enabled, representing nearly  of the  

cellular tablet computers sold in the U.S.  (Ex. H [Buckley Decl.] at ¶¶ 5, 11.)     

Any confusion over the applicability of a remedial order to the market-leading iPhones and 

cellular iPad computer tablets has the potential for causing a significant adverse impact on consumers and 

on competition.  Confusion over the scope of the order that resulted in preventing continued importation 

of the iPhones or cellular iPads, or delays in scheduled deliveries, would harm consumers by 

                                                      
16  Ex. C [Tallon Decl.] at Ex. C-21 [NPD Group, “iPhone Still Leading U.S. Consumer Sales,” Feb. 
1, 2013]. 
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unnecessarily restricting supply of the highly popular iPhone and iPad products.  Likewise, such artificial 

restrictions on supply of Apple’s leading products would negatively impact competition.   

Accordingly, any exclusion order based on the ’348 patent should expressly exempt the Apple 

iPhones and cellular iPads that contain a Qualcomm baseband processor:  the iPhone 4 (CDMA version); 

the iPhone 4S; the iPhone 5; the iPad 2 3G (CDMA version); the third and fourth generation cellular 

iPads; and the cellular iPad mini.  See Certain Power Supply Controllers and Products Containing Same,

Inv. No. 337-TA-541, Limited Exclusion Order, at 3 (Aug. 11, 2006) (expressly listing and excluding 

products from scope of exclusion order).  This simple tailoring would prevent harm to consumers and 

competition without prejudicing the lawful scope of the order.     

B. The Effective Date Of Any Remedy Should Be Delayed By Five Months To 
Allow Affected Carriers And Suppliers Time To Transition To New 
Products. 

As recognized by the Commission previously and as previously suggested by the Staff in this 

Investigation, a delayed effective date for any remedial order may mitigate the adverse impact on 

consumers and competitive conditions in the U.S. economy.   

If the Commission determines to issue a remedy in this investigation, it should delay the effective 

date of the order by a period of five months, to allow Apple and the affected cellular service providers a 

transition period to adjust to the order.  (See Ex. A [Boyette Decl.] at ¶ 14; Ex. B. [Higgins Decl.] at ¶ 13.)  

See also Personal Data and Mobile Communication Devices and Related Software, Inv. No. 337-TA-710, 

Comm’n Op. at 78-83 (Dec. 29, 2011) (delaying effective date of exclusion order by 4 months); Staff CQ 

at 44 (suggesting a delayed effective date of 4-6 months).   

The provision of a transition period is particularly appropriate here.  To date, there has been no 

finding of infringement to support a Section 337 remedy.  To the contrary, the ALJ’s Initial 

Determination, issued over six months ago, found no infringement and no violation of Section 337.  

Accordingly, neither Apple nor any of its customers have had a reason to expend the significant time and 

resources that would be involved in transitioning to alternative products.  Indeed, without an infringement 

finding, it would not be possible to determine what measures to take to avoid infringement concerns with 

alternative products.   

In addition, an order excluding the accused Apple products, all of which are designed exclusively 

for use on GSM networks, would disproportionately impact the GSM network carriers, AT&T Mobility, 
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T-Mobile (scheduled to start selling the iPhone on April 12, 2013), and two regional carriers, GCI and CT 

Cube, L.P.  The uneven impact of a remedial order would adversely impact competitive conditions in the 

cellular market.  A transition period of at least five months would help to mitigate that negative impact on 

the public interest. 

C. Any Remedy Should Contain An Exception For Service, Repair, And 
Replacements. 

The Commission has recognized in other cases involving mobile phones and other products that 

the public interest weighs in favor of a service and repair exception to prevent disruption to the domestic 

business operations of innocent third parties and consumers. See Certain Mobile Devices, Associated 

Software, and Components Thereof, Inv. No. 337-TA-744, Comm’n Op. at 21-22 (June 5, 2012); Certain

Personal Data and Mobile Communication Devices and Related Software, Inv. No. 337-TA-710, 

Comm’n Op. at 72-73 (Dec. 29, 2011); see also Certain Liquid Crystal Display Devices, Inv. No. 337-

TA-631, Comm’n Op. at 27 (July 14, 2009) (“the public interest weighs in favor of an exemption to allow 

importation of service and replacement parts”).  Such an exception is also necessary here to avoid 

harming consumers who have previously purchased any of the accused Apple iPhones and iPads. 

Apple provides a standard one-year hardware warranty for the accused iPhones and iPads against 

defects in materials or workmanship.  (Ex. I [Lamb Decl.] at ¶ 4.)  Customers may also extend their 

hardware service and support coverage to two years by purchasing an AppleCare+ Service Plan.  (Id. ¶¶ 

6-9.)  In addition, Apple provides out-of-warranty service.  (Id. ¶¶ 10-11.)   

When defective iPhones and iPads are returned by customers, they are examined to assess the 

repairs required.  For all but a few types of repairs, the units are 

.  (Id. ¶ 12.)  Apple maintains an inventory of refurbished products specifically for 

service and repair.  (See Ex. H [Buckley Decl.] at ¶¶ 26-31.)  As of March 2013, Apple held 

of the accused products in inventory in anticipation of future repair requests for these products, with 

.  (Id.)      
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licenses Samsung had granted to its UMTS portfolio to confirm that any offer did not discriminate against 

Apple, and to determine whether Apple had any rights through Samsung’s other licenses.  Id.

Samsung refused to specify terms for a license to its UMTS declared-essential patents on either a 

portfolio basis or individually for the patents asserted against Apple, or to provide information about its 

existing licenses, first claiming that Apple needed to provide “additional information” about the license 

requested, and later claiming that it could only offer terms subject to a Non-Disclosure Agreement 

(“NDA”).  (CX-0389C (May 13, 2011 letter); Tallon Ex. C-23 (June 3, 2011 letter).)  On June 22, 2011, 

Apple reiterated its request that Samsung disclose its FRAND rates without confidentiality restriction, 

consistent with Samsung’s obligation not to discriminate against particular licensees of its UMTS 

portfolio, but agreed in principal to a limited NDA.  (Tallon Ex. C-24 (June 22 letter).) 

2. Second Phase: Samsung’s Extreme Demand for 2.4% of ASP

Finally, on July 25, 2011, after six separate letters from Apple requesting a FRAND license to 

Samsung’s patents (CX-1592C, Tallon Exs. C-24 – C-28 (Letters dated: May 9, 2011; May 17, 2011; 

May 27, 2011; June 22, 2011; July 18, 2011); see also CX-0389C and Tallon Ex. C-23 (June 3, 2011 

letter), Samsung made an offer.  (CX-1589C.)  Samsung offered to license its UMTS portfolio (including 

the ’348 patent) in exchange for royalties of 2.4% of the sales price of “each relevant end product.”  (CX-

1589C.)  This offer—made nearly three months after Apple first requested a FRAND license and only 

after Samsung filed its complaint—was manifestly inconsistent with Samsung’s FRAND commitments. 

3. Third Phase:  
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 Apple’s methodology was not a litigation-driven tactic that Apple created solely for purposes of 

dealing with Samsung.  Rather, Apple had already made a submission to ETSI outlining why FRAND 

requires recognition of (1) a common royalty base for the functionality of the standard and (2) a royalty 

rate reflecting a pro rata ownership of essential patents within the industry-wide total of such patents.  

(Tallon Ex. C-31 [ETSI Apple submission, Mar. 20, 2012]; see also Tallon Ex. C-32 [Apple contribution 

to International Telecommunication Union on FRAND, Jan. 24, 2013].) 

In August 2012, Apple won a jury verdict in the Northern District of California that Samsung had 

infringed multiple Apple patents and trade dress, and also that Apple did not infringe the five Samsung 

asserted patents, including two declared-essential UMTS patents.  (Watrous Decl. ¶ 9.)  At trial, Samsung 

made the remarkable claim that it was entitled to 2.4% of Apple’s net sales revenue based on alleged 

infringement of just these two patents—and indeed, that Samsung would be entitled to 2.4% of ASP or 

more for even a single declared-essential patent.  (See Tallon Ex. C-22 at 3156:6-3160:2 (Prof. Teece 

stating that the range of damages he calculated for infringement of a single SEP would be, on the high 

end, more than Samsung had requested for its full portfolio).) 

Samsung’s extreme demand was mooted by the verdict of noninfringement, and the jury further 

determined that Samsung’s patents could not be asserted against Apple’s products because Intel’s sales of 

baseband processors to Apple were licensed under Samsung’s patents and therefore exhausted Samsung’s 

rights.  Although the court overturned the exhaustion verdict post trial, the court explicitly held (in 

contrast to the ALJ’s ruling (ID at 508-11)) that the only missing element from Apple’s exhaustion 

defense was infringement of Samsung’s patents.  See Order at 36, Apple Inc. v. Samsung Elecs. Co., No. 

11-cv-1846 Dkt. No. 2220 (N.D. Cal. Jan. 29, 2013).   
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Indeed, Samsung’s flurry of December activity was not enough to remove the scrutiny of the 

European Commission, which on December 21, 2012, issued a preliminary determination that Samsung 

had violated European antitrust law in its use of declared-essential patents against Apple.  The European 

Commission investigation is ongoing. 

On February 28, 2013, a Japanese court held one of Samsung’s declared-essential patents 

unenforceable based on Samsung’s licensing misconduct.  (Tallon Ex. C-36.)  The court found that 

Samsung had violated its obligation to negotiate in good faith because “in spite of Apple’s repeated 

requests, Samsung did not provide any information necessary for Apple to determine whether or not 

Samsung’s Licensing Proposal or Apple’s licensing proposal complies with FRAND terms (such as 

information regarding license agreements for essential patents between Samsung and other companies) 

and never offered a specific counter proposal to the licensing terms offered by Apple.”  (Id. at 93.)  The 

court noted that Apple, by contrast, had “a clear intent to be granted a license on FRAND terms,” (id. at 

90), demonstrated by Apple’s detailed offer to license the three asserted Japanese patents (using 

methodology analogous to Apple’s portfolio-wide proposal in April 2012, and to its Dutch offer in 2011).  

(Id.)  Finally, in finding Samsung’s conduct to be “an abuse of rights,” the court noted that Samsung had 

also sought an injunction based on its declared-essential patent and disclosed that patent to ETSI long 

after adoption of the standard.  (Id. at 93-94.) 
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.  Of the twenty-eight declared-essential patents 

Samsung has asserted against Apple that have reached a conclusion—either by court decision or Samsung 

withdrawal—Samsung has failed twenty-five times, with seventeen patents found not infringed or invalid, 

and Samsung dropping another eight patents prior to a decision.  The one patent found infringed in the 

Netherlands was found not infringed in Germany.  Similarly of the two patents found infringed in Korea, 

one was found not infringed in the United States.18  In sum, Samsung has succeeded against Apple on 

only 10% of its declared-essential patents.  Consistent with these outcomes, third-party groups that have 

studied the essentiality of declared-essential patents have found that Samsung over-declares at a very high 

rate.  For UMTS, a report prepared by Fairfield Resources International concluded that only 15% of 

Samsung’s declared-essential patents and applications were actually essential, compared with 28% across 

the industry.  (Tallon Ex. C-37 [Fairfield Resources International, Inc., Review of Patents Declared 

                                                      
18  In most jurisdictions, each of Samsung’s declared-essential patent assertions decided to date have 
failed, including the Northern District of California (3 patents not infringed, 1 of those also invalid), the 
ITC (two patents found not infringed by the ALJ), Japan (1 patent unenforceable), Germany (3 patents not 
infringed), and the United Kingdom (3 patents invalid).  Even in jurisdictions where some of Samsung’s 
claims have succeeded, half or more of their claims have failed.  In Korea, the court found infringement 
of two patents (including the Korean counterpart to one of the patents found not infringed in the Northern 
District of California), but also found two other patents invalid.  In the Netherlands, the court found one 
patent infringed (the German court found the same patent not infringed), but found two others not 
infringed and a fourth invalid.   
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Essential to WCDMA December 2008, Jan. 6, 2009], at 23, 1.)  

) 

Because the Samsung declared-essential portfolio has been subjected to scrutiny in courts and 

third-party studies and repeatedly found lacking, the strength of the Samsung “declared” portfolio 

necessarily must be reduced to reflect the actual results.  These results demonstrate that Samsung’s actual

share of essential patents is lower than Samsung had declared, and its proportional share of standards-

related royalties should fall accordingly.  Samsung has refused to acknowledge this. 

QUESTION 6. 
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technical value (including by comparison to alternatives) rather than any artificial value attributable to 

standardization.  See Apple Inc. v. Motorola, Inc., 869 F. Supp. 2d 901, 913 (N.D. Ill. 2012) (Posner, J.) 

(“The proper method of computing a FRAND royalty starts with what the cost to the licensee would have 

been of obtaining, just before the patented invention was declared essential to compliance with the 

industry standard, a license for the function performed by the patent.  That cost would be a measure of the 

value of the patent qua patent.”); Federal Trade Commission, The Evolving IP Marketplace 23 (Mar. 

2011) (“FTC, IP Marketplace”), available at http://www.ftc.gov/os/2011/ 03/110307patentreport.pdf 

(“Courts should cap the royalty at the incremental value of the [FRAND-encumbered] patented 

technology over alternatives available at the time the standard was chosen.”); Joseph Farrell et al.,

Standard Setting, Patents, and Hold-Up, 74 Antitrust L.J. 603, 659 (2007) (“the consensus view among 

economists [is] that FRAND should be based on ex ante technology competition”).   

Although a detailed inquiry into the ex ante value of a patented technology is the most precise 

way to calculate a FRAND royalty rate, this detailed inquiry may not always be feasible.  Certain basic 

FRAND principles are always applicable, however: (1) the royalty base on which the rate is to be applied 

must correspond to the standardized functionality; (2) the level of the royalty rate itself must recognize 

the aggregated royalty burden imposed by the full collection of declared-essential patent holders.19

1. The Royalty Base For Standard-Essential Patents Should Be The 
Standardized Functionality. 

It is black-letter patent law—not only for FRAND, but for general calculation of reasonable 

royalties—that the royalty base must be limited to the features allegedly covered by the patents, rather 

than the entire product in which those features are housed. See LaserDynamics, Inc. v. Quanta Computer, 

Inc., 694 F.3d 51, 67 (Fed. Cir. 2012) (“Where small elements of multi-component products are accused 

of infringement, calculating a royalty on the entire product carries a considerable risk that the patentee 

will be improperly compensated for non-infringing components of that product.”); see also id. at 68 (“It is 

                                                      
19 FRAND also has implications for injunctive/exclusionary relief and forum selection.  A party 
making a FRAND commitment agrees to limit itself to money damages and disclaims the right to seek 
injunctive relief or an exclusionary order.  See Apple, Inc. v. Motorola, Inc., 869 F. Supp. 2d at 913-14 (“I 
don’t see how, given FRAND, I would be justified in enjoining Apple . . . unless Apple refuses to pay a 
royalty that meets the FRAND requirement”).  Accordingly, if the parties cannot negotiate a FRAND 
royalty rate, the appropriate forum to set a rate is a district court, which has the authority to award money 
judgments.  E.g., Microsoft Corp. v. Motorola, Inc., 2012 WL 4827743, at *9 (W.D. Wash. Oct. 10, 
2012) (setting bench trial to receive evidence on RAND rate).



33 

not enough to merely show that [the patented technology] is viewed as valuable, important, or even

essential to the use of the [accused product]”) (emphasis added). 

2. The Royalty Rate For Standard Essential Patents Must Recognize 
What The Aggregate Royalty Burden Would Be If All Essential 
Patent Holders Took The Same Approach. 

A FRAND rate is limited by the cumulative royalty an implementer of the standard must pay to  

practice all patents declared essential to the standard.  If a patentee seeks a royalty of 0.75% of the 

average selling price of the device for a single declared essential patent and there are 200 declared 

essential patents, the royalty rate would be 150% of the price of the device.  No standard can encourage 

adoption if the cumulative cost of implementing it becomes prohibitively expensive.  Prohibitive royalties 

deter new entrants and reduce competition.  (See Donaldson Decl. ¶¶ 37-44.)  

* * * 

As Mr. Donaldson explains—based on his long experience negotiating licenses for patents 

subject to FRAND commitments—a proper approach to setting a FRAND rate after the fact is to use a 

company’s proportional share of patents declared essential to the relevant standard to determine its 

portion of a reasonable aggregate royalty burden.  (Donaldson Decl. ¶¶ 174-77.)  That reasonable royalty 

is then applied to the proper royalty base, namely, the cost of a baseband processor, which is the 

component in the device that supports the standardized functionality.  (Donaldson Decl. ¶¶ 101-110.) 

B. Determination Of A FRAND Rate For The ’348 Patent 

Applying these FRAND principles to the ’348 patent compels the following conclusions:  

1. Ex Ante Technical Considerations 

First, the alleged invention of the ’348 patent is wholly superfluous to the operation of the 

accused products and, ex ante, could have been excluded from them.  

  (Akin Decl. ¶¶ 7-8; Davis Decl. 

¶¶ 2, 7, 43, 53; Stark Decl. ¶¶ 4, 119-122.)  Thus, even if the Commission finds (incorrectly) that the 

firmware in those processors constitutes an infringing apparatus, there is no dispute that, ex ante, the prior 

art “basic” TFCI encoding scheme could have been standardized, yielding the identical result as the 

“extended” TFCI encoding scheme described in the specification of the ’348 patent for up to 6 bits of 

TFCI information.  (Davis Decl. ¶¶ 29-30, 48, 42-53; Stark Decl. ¶¶ 21-25.)  The availability of a royalty-
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free prior art alternative would have driven the reasonable royalty close to zero, if not zero.  (Donaldson 

Decl. ¶¶ 149-150.)

Second, even if Samsung’s infringement allegations were well-founded (and they are not), the 

patent would cover only the tiniest portion of the UMTS cellular standard; would not cover the many 

other standards supported by advanced mobile devices like the iPhone and iPad; and would not cover the 

non-standardized technology that is the critical source of value in such devices.  Dr. Nils Rydbeck, 

former Chief Technical Officer at Ericsson—where he spearheaded the development of Ericsson’s 

original smartphones—explains the relative importance of the constituent elements of a modern mobile 

device, and concludes that the ’348 patent covers (at most) a minute fraction of one category of 

technology (cellular standardized functionality) within such a device   (Rydbeck Decl. ¶¶ 103-110.)  In 

total, the accused portion of the UMTS standard accounts for about 0.0000375% of that standard.  (Stark 

Decl. ¶¶ 89-108.)  And Samsung only contributed to a portion of that 0.0000375%.  (Id. at ¶¶ 98-99.)  

That technology is a relatively unimportant portion of the UMTS standard that has not received any 

significant mention in the press or other publications regarding the UMTS standard.  (Id. at ¶¶ 82-88.)  In 

any ex ante, pre-standardization license negotiation, no reasonable party would pay significant royalties 

for such a patent. 

Third, even as to the sliver of UMTS functionality that Samsung claims the patent covers (and 

which the accused products have no need to use)—i.e., the ability to encode 10 bits of TFCI 

information—there were viable alternatives to the ’348 patent.  Specifically, the 3GPP could have opted 

to use the prior art extended TFCI encoding scheme proposed by Nokia to 3GPP in 1998.  (Davis Decl. ¶¶ 

65-66, 54-59; Stark Decl. ¶¶ 53-68.)  In real world applications, it is unlikely that the extended TFCI 

encoding scheme of the ‘348 patent would have provided any meaningful performance improvement over 

the prior art Nokia extended TFCI encoding scheme.  (Stark Decl. ¶¶ 52-63.)  Moreover, to the extent 

there were any performance advantages in Samsung’s extended TFCI encoding scheme, they were de

minimis and were offset by benefits of the Nokia proposal that Samsung’s lacked.  (Id. ¶¶ 64, 68.)

Accordingly, the incremental value of the ’348 patent at the time of standardization would have been zero 

or, at most, a de minimis royalty. 

2. Royalty Base, Royalty Rate, And Non-Discrimination Considerations 

Against this backdrop, the core FRAND royalty principles can be applied as follows: 
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(Tallon Ex. C-39 [1st Expert Report Hillebrand & Partners on FRAND, April 13, 2007], at ¶ 34; see also 

Tallon Ex. C-40 [Re-amended Defence and Counterclaim of Samsung, Telefonaktiebolaget LM Ericsson], 

at ¶ 80B-80C (Samsung stating that sales price of handsets will “increasingly [be] determined by 

extraneous features that do not relate to the [UMTS] licensed telecommunications technology, such as 

photo and video cameras, games, colour screens, mp3 players, and radio.”).)  

  (Tallon Ex. 41 [2nd Expert 

Report on Ericsson’s Cross-License Offer to Samsung, Apr. 13, 2007], at ¶ 28.) 

Significant areas of non-standardized technology in the modern smartphone include its design 

(the look and feel of the hardware), the user interface (such as touch-screen technology), operating 

system, available software (e.g., applications available in iTunes), the processing power of the central 

processing unit, cameras, entertainment (such as audio and video playback), available memory (including 

to store media content), display (clarity and size), battery life, and navigation/GPS.  (Rydbeck Decl. 

¶¶ 51-71.)   

Further, even when it comes to standards, UMTS is just one of many that are relevant to modern 

smartphones, including Wi-Fi used for wireless local area networking and Bluetooth used for hands-free 

devices and interacting with Bluetooth-compatible systems.  (Id. ¶ 72.)  The end result of all this non-

standardized technology and standardized technology applicable to the modern smartphone is that there is 

significant relevant intellectual property.  Indeed, one study estimates that there are more than 250,000 

active U.S. patents that might be relevant to smartphones.  (Id. ¶ 73 (citing RPX Corp., Registration 

Statement (Form S-1), at 59 (Sept. 2, 2011).) 

For these reasons, it is critical to isolate the value contributed by the UMTS standard to the device 

from other elements.  See Uniloc USA, Inc. v. Microsoft Corp., 632 F.3d 1292, 1318-19 (Fed. Cir. 2011).  

The appropriate component on which to base a FRAND rate is, at most, the baseband processor. 

Second, the royalty rate for the ’348 patent should reflect that patent’s proportional share of the 

total UMTS functionality.  This is consistent with both Federal Circuit precedent and established 

licensing practices. See Lucent Techs., Inc. v. Gateway, Inc., 580 F.3d 1301, 1332 (Fed. Cir. 2009) (a 

court must identify “the portion of the realizable profit that should be credited to the invention as 
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distinguished from non-patented elements [or patents held by others], the manufacturing process, business 

risks, or significant features or improvements added by the infringer”) (quotation marks omitted); 

(Donaldson Decl. ¶¶ 174-177; see also Tallon Ex. C-39 at ¶ 25.)  

Samsung is just one of many companies that have declared patents essential to the UMTS 

standard—and if Samsung’s approach of  were correct, each of 

these patent holders could demand the royalties Samsung has demanded.  One study found that through 

2008, the patents declared essential to the UMTS standard were assigned to more than 50 separate 

companies.  (Tallon Ex. C-37 at 23-24.)  

An illustration of the potential problems is Samsung’s 

  Then, on top of that exorbitant royalty, owners of other 

patents essential to other standards (such as Wi-Fi) could charge similarly excessive royalties.  Both 

economics and simple common sense dictate that such a result is not FRAND. 

Third, a ’348 patent license must be non-discriminatory.   Again, Samsung’s 

demands to Apple provide an example of what not to do.  

3. Numerical Calculation of Proper ’348 Patent FRAND Rate 

Mr. Donaldson has applied the FRAND principles set out above to determine a FRAND rate for 

the ’348 patent as follows: 
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First, based on a study published by Fairfield Resources International in 2009 (“Fairfield 

Report”) that examined patents declared essential to UMTS through December 2008, he found that 

Samsung had declared 103 of the approximately 1,889 patent families that have been declared essential to 

WCDMA and related standards.  (Donaldson Decl. ¶ 175 (citing Tallon Ex. C-37 at 23).)  That is, 

Samsung had 5.45% (103/1,889) of the declared-essential UMTS IPR.  

Second,

Third, to find the per-patent rate,  by Samsung’s 103 UMTS declared-essential 

patents, which equals .  Accordingly, a FRAND rate for the ’348 patent is, at most,  

per Apple device.  This rate would be equally available to any standards implementer, on a non-

discriminatory basis. 

To the extent that the Commission finds a Section 337 violation for the ’348 patent—and it 

should not, for all the reasons the ALJ concluded and Apple previously briefed—then any exclusion order 

should expressly not apply to products for which Apple paid such a royalty.  

C. Samsung May Not Change Its Terms Based On Entry Of A Remedial Order 

If Samsung’s FRAND terms spelled out in its response to Question 7 were to change based on the 

entry of a remedial order, it would be a naked attempt to use the hold-up power of the standard and would 

not be FRAND.  Seeking to take advantage of the “hold-up” value conferred by the standard has been 

widely criticized by courts and regulators, and even by Samsung in its litigation against Ericsson.  As 

Judge Posner explained. “[T]he purpose of the FRAND requirements . . . is to confine the patentee’s 
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royalty demand to the value conferred by the patent itself as distinct from the additional value—the hold-

up value—conferred by the patent's being designated as standard-essential.”  Apple Inc. v. Motorola, Inc.,

869 F. Supp. 2d at 913;  Microsoft Corp. v. Motorola, Inc., --- F.Supp.2d ---, 2012 WL 1669676, at *10 

(W.D. Wash. May 14, 2012) (“[A] negotiation where [the licensor] must either come to an agreement or 

cease its sales throughout the country . . . fundamentally places that party at a disadvantage.”).  Similarly, 

a Department of Justice official recently explained that once a “standard becomes established, switching 

in some cases becomes difficult and expensive,” which in turn “creates the potential for patent holders to 

take advantage of that market power by engaging in one form of what is known as patent hold-up, such as 

by excluding a competitor from a market or obtaining an unjustifiably higher price for its invention than 

would have been possible before the standard was set.”  Oversight of the Impact on Competition of 

Exclusion Orders to Enforce Standards Essential Patents: Hearing Before the S. Comm. on the Judiciary, 

112th Cong. (2012) (statement of Joseph F. Wayland, Acting Assistant Att’y Gen., Antitrust Div.) at 3-4, 

available at http://www.justice.gov/atr/public/testimony/284982.pdf. 

Just weeks ago, Samsung itself emphasized (in its case against Ericsson) that the FRAND 

commitment is “essential” to prevent such opportunistic hold up: 

if the FRAND undertaking is given and the standard is adopted 
incorporating such owner’s intellectual property right, all rival 
technologies are effectively eliminated from the market and the incentive 
to develop additional rival technologies is effectively curtailed.  As such, 
the effectiveness of the FRAND undertaking is essential to preventing 
the SEP holder from overcharging the market for the standardized 
technology.

(Tallon Ex. C-43 [Samsung’s Answer, Ericsson Inc. v. Samsung Electronics Co., Ltd., No. 6:12-cv-895 

(E.D. Tex. Mar. 18, 2013)] at 35 (emphasis added)).   

Because a FRAND offer cannot incorporate the hold-up power of standardization, Samsung could 

not do just that by revising its offer should the Commission issue an exclusionary remedy. 

QUESTION 8. 
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a cell phone with UMTS telecommunications capability . . . .”  Apple Inc. v. Motorola, Inc., 869 F. 
Supp. 2d 901, 913-14 (N.D. Ill. 2012) (emphasis in original). 

“Implicit in such a sweeping promise is, at least arguably, a guarantee that the patent-holder will not 
take steps to keep would-be users from using the patented material, such as seeking an injunction, but 
will instead proffer licenses consistent with the commitment made.”  Microsoft Corp. v. Motorola, 
Inc., 696 F.3d 872, 885 (9th Cir. 2012); see also Microsoft Corp. v. Motorola, Inc., No. 1:10-cv-1823 
(W.D. Wash. Nov. 30, 2012), ECF No. 607, slip op. at 13-15 (dismissing Motorola’s claim for an 
injunction on patents for which it had made a RAND declaration because that commitment meant 
“Motorola cannot demonstrate irreparable harm”). 

(b) Licenses granted under the FRAND commitment are non-
exclusive and provide no competitive advantage to the 
licensee. 

Further, the FRAND obligations means that the “nature and scope of the license, as exclusive or 

non-exclusive” (Factor 3) favors a lower royalty.  A FRAND license is a non-exclusive license and 

indeed, is the most non-exclusive license possible, because there is a commitment to license all 

implementers on equivalent terms.  Apple would thus gain no competitive advantage over anyone else 

from a license to the ’348.  (Donaldson Decl. ¶¶ 120-122.) 

The geographic scope of a license solely to the ’348 patent would be the United States.  

(Donaldson Decl. ¶ 122.)  By contrast, as reflected in Apple’s and Samsung’s licenses for SEPs, it is 

common to grant worldwide rights.  A geographic limitation to the United States would have the effect of 

decreasing the reasonable royalty when compared to rates in comparable licenses with worldwide scope.  

(Id.)

(c) The FRAND commitment prohibits discrimination. 

As noted above, FRAND licenses—by definition—must be “non-discriminatory.”  That 

requirement eliminates the IPR holder’s ability to consider the commercial or competitive relationship 

with the licensee (as addressed by Factor 5).   

(d) Standard setting depends on broad use. 

Finally, Factor 11 considers the “extent to which the infringer has made use of the invention; and 

any evidence probative of the value of that use.”  Typically this factor would increase the value of a 

reasonable royalty, but not so with a FRAND commitment, where it decreases the rate. 

First, the intent of the FRAND commitment is to spur widespread use and adoption of the 

standard through low FRAND rates.  As Samsung’s ETSI experts explained in prior litigation with 

Ericsson, the “
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”  (Tallon Ex. C-39 at ¶ 24.)  The FRAND bargain ensures that this goal can be achieved—

the SEP owner accepts, as a quid pro quo for standardization of its IPR, that although it will only be able 

to charge a FRAND rate, it will receive access to a much broader market.  (Tr. [Walker] at 1349:3-

1350:7.)  Samsung recently affirmed this point: 

An intellectual property owner whose technology is selected as part of 
the standard and undertakes to license on FRAND terms benefits from 
the incorporation of its protected technology into the standard by 
collecting FRAND compensation from a larger market than they would 
otherwise have enjoyed. . . .

An intellectual property owner thus makes these FRAND commitments 
based on the understanding that it will only receive FRAND 
compensation for the intellectual property used. 

(Tallon Ex. C-43 at ¶¶ 39-40 (emphases added).)   

Second, as addressed above, the FRAND commitment prohibits hold up based on the value of the 

standard.  Accordingly, when negotiating a license to the ’348 patent, Samsung would not be able to 

advocate a higher rate based on the extent to which Apple is alleged to have used the patent, which if 

Samsung’s assertion of essentiality is correct, would be coextensive with Apple’s implementation of the 

standard generally.  Of course, Samsung could receive more money from Apple based on the extent of 

Apple’s use of the standard but that would only affect the number of units to which the royalty rate is 

applied, not the amount of the rate itself. 

* * * 

In sum, the FRAND commitment restricts the licensor’s right to exploit its patent as it could 

normally do absent such a commitment.  The consequence of these restrictions is to decrease Samsung’s 

bargaining leverage and, consequently, the reasonable royalty that Samsung would be able to seek from 

Apple for a license to the ’348 patent. 

2. Timing of Negotiation 

In the typical Georgia-Pacific analysis, the relevant time of negotiation is just prior to 

infringement.  But as described above, for determination of a FRAND rate, the relevant period is prior to 

standardization.  It is at that time that the comparison should be made that is called for by Factor 9, of the 

“utility and advantages of the patent property over the old modes or devices, if any, that had been used for 

working out similar results.” 
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Here, as already explained, there were viable, unpatented alternatives to Samsung’s ’348-related 

proposal at 3GPP, which would lower the reasonable royalty significantly.  Indeed, 

  (Donaldson Decl.  ¶¶ 149-150.)  

  (Stark Decl. ¶¶ 52-58; Davis Decl. ¶¶ 54-59, 65-66.)

  Further, even for devices that 

encode 7, 8, 9, or 10 bits of TFCI (if there are any such devices), Samsung’s improvement in encoding 

extended TFCI over the performance of Nokia’s prior art extended TFCI encoder was, at most, de

minimis, and probably non-existent in real world applications.  (Stark Decl. ¶ 52; Davis Decl. ¶¶ 61-71.)  

Indeed, there were several advantages that the prior art Nokia extended TFCI proposal had over 

Samsung’s ‘348 patent proposal, including that the Nokia proposal was able to correct more errors under 

some circumstances and was 16 times faster to decode than Samsung’s ‘348 patent proposal.  (Id. ¶¶ 67-

71.)  Thus, Samsung’s patented technology offered no advantages over the prior art (at least for devices 

encoding only 6 bits of TFCI information) and actually had some drawbacks over the prior art. 

3. Appropriate Royalty Base 

As addressed above, the appropriate royalty base for calculating a FRAND rate for the accused 

devices is, at most, the baseband processor that implements the UMTS functionality, which is a small 

component of the accused products.  Even within the baseband processor, the ’348 patent plays only a 

marginal role.  Those facts fits with the considerations addressed by Factors 6 (promotion of other 

products), 8 (profitability of the patented product), 10 (nature of the patented invention), and 13 (amount 

of profit that should be credited to the invention).   

Starting with Factors 8 and 13, for the reasons discussed above, the “patented product” for which 

profitability should be assessed is the baseband processor, which constitutes a small fraction of the 

components in the accused devices.  (Rydbeck Decl. ¶¶ 28(e), 111; Stark Decl. ¶¶ 109-118.)   
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  TFCI encoding is not a prominent feature of the UMTS standard and occupies only four lines in 

the 500-page seminal textbook on 3G.  (Stark Decl. ¶ 84.)  Neither TFCI encoding nor the inventors of 

the ’348 patent are mentioned in any technical or industry publications about 3G.   (Stark Decl. ¶¶ 87-88.)  

Accordingly, there is no evidence that the ’348 patent is responsible for any popularity or profitability of 

the baseband processors.  Indeed, to the extent that the ’348 is actually standardized and a mandatory 

component of the standard, by definition it would not be differentiating and could not be responsible for 

giving Intel (or Apple) a competitive advantage over other competing products.   

In terms of the broader UMTS standard, extended TFCI encoding is only relevant to a very 

limited portion of the functionality, and is irrelevant to the vast majority of the functions described in that 

standard.  (Stark Decl. ¶¶ 89-97; Rydbeck Decl. ¶¶ 103-110.)  Further, extended TFCI encoding is just 

one of numerous different types of control bits transmitted within the network and represents nothing 

more than a routine engineering solution.  (Rydbeck Decl. ¶ 109.)  In fact, the portion of the standard 

relating to TFCI encoding accounts for just 0.000375% of the text of the UMTS standard.  (Stark Decl. 

¶ 97.)  And, in fact, Samsung contributed only a portion of this minor section of the standard.  (Id. ¶¶ 98-

99.)   

The minimal role that the ’348 patent plays in the accused devices—if essential, infringed, valid, 

and enforceable, which it is not—mandates that an equally minimal amount of the profitability of those 

devices would be appropriate as a reasonable royalty.  The lack of commercial impact of the ’348 patent 

is consistent with the fact that the ’348 patent is, at most, an incremental advance with very small 

performance benefits over preexisting technology, including the Nokia extended TFCI encoding scheme 

proposed to 3GPP that Samsung purported to improve upon.  (See Factor 10; Stark Decl. ¶¶ 52-80.)  In a 

real-world application, it is unlikely that the extended TFCI encoding scheme of the ’348 patent would 
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have provided any meaningful performance improvement over the prior art Nokia extended TFCI 

encoding scheme.  (Stark Decl. ¶ 68.)   Moreover, the extended TFCI encoding scheme of the ’348 patent 

provides no performance advantage over the numerous other prior art encoding schemes available for 

decades that perform the same encoding function.  (Id. ¶¶ 69-76.)  

Likewise, because non-standardized, product-differentiating functionality drives consumer 

demand for the accused products, the ’348 patent cannot be responsible for “promoting sales of other 

[Apple] products” such as iTunes sales or accessories.  (See Factor 6; Donaldson Decl. ¶¶ 129-132.)  

Moreover, there is no evidence that any consumer would have based a purchasing decision on TFCI 

encoding (indeed, that any consumer would even have been aware of this aspect of the standard). 

4. Appropriate Royalty Rate 

FRAND royalties are traditionally very low to encourage widespread adoption and new entrants.  

See Factor 12 (“the portion of the profit or of the selling price that may be customary in the particular 

business”).  That fact is underscored by numerous public statements by Samsung and other industry 

participants about capping aggregate royalty rates at reasonable levels (often 5 to 7% of ASP).  (See, e.g.,

Tallon Ex. C-45 [Hearing Transcript, In re Certain 3G Wideband Code Division Multiple Access 

(WCDMA) Mobile Handsets and Components Thereof [InterDigital v. Samsung, No. 337-TA-601 (I.T.C. 

July 8, 2008)] at 91 (cumulative royalty rate should be “about 5 percent”); Tallon Ex. C-40 at ¶ 80.4.6 (a 

5-7 percent cumulative royalty rate for GSM-compliant products “represents an upper bound to a fair 

cumulative royalty rate for a licensee with no significant intellectual property to cross-license.”); Tallon 

Ex. C-46 [Press Release, Nokia Corp., Nokia Advocates Industry-Wide Commitment to 5% Cumulative 

IPR Royalty for WCDMA (May 8, 2002)] (“setting a target for cumulative royalty rates for WCDMA 

patents at 5% will further promote the growth of the mobile industry, support sustainable competitive 

business opportunities, and usher in a new and exciting era of mobile services and applications”).)  

Samsung recently affirmed that a party that has declared its IPR essential “will receive only FRAND 

compensation.”  (Tallon Ex. C-43 at ¶ 40 (emphasis added).) 

. See Factor 2 (“the rates paid by the licensee 

for the use of . . . comparable” patents). 

  (Watrous Decl. ¶ 5.)  Moreover, as summarized in Mr. Donaldson’s declaration,
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There has been no showing in this investigation that the value of the ’348 patent would in any 

way merit a deviation from this industry-wide custom of agreeing to extremely low per-patent FRAND 

rates.  To the extent Georgia-Pacific factors are relevant to determination of a FRAND royalty for the 

’348 patent, those factors strongly support Mr. Donaldson’s conclusions as to an appropriate rate. 

* * * 

Of course, for all the reasons found by the ALJ and discussed in Apple’s earlier briefing—e.g., 

the technical problems with Samsung’s allegations; 

; and the standards 

misconduct (both as to FRAND and untimely disclosure) that renders Samsung’s patents unenforceable—

Apple should not have to pay any royalty at all.
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