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REPLY ON THE ISSUES OF REMEDY, THE PUBLIC INTEREST, AND BONDING 

The Funai Respondents and Realtek have submitted responses to the Commission’s 

questions concerning remedy, the public interest and bonding.  In addition, several corporations

have submitted comments on the topic of the public interest.  Complainants LSI Corporation 

(“LSI”) and Agere Systems LLC (“Agere”) hereby respond to those responses stating as follows. 

I. REPLY TO FUNAI RESPONDENTS’ REMEDY AND BONDING SECTION 

The Funai Respondents have submitted a response (“Funai’s Initial Response” or “FIR”) 

to the Commission’s six questions directed to the public interest, as well as sections relating to 

remedy and bond.  Complainants stand by their own response to the same questions in their 

initial response to the Commission’s questions (“Complainants’ Initial Response” or “CIR”), and 

offer the following rebuttal comments to the points raised in Funai’s Initial Response. 

A. Question No. 1: Complainants’ Commitments To Standard-Setting Bodies 

1. Complainants’ Commitments to the IEEE with Respect to the ‘958 
and ‘867 Patents. 

As set forth in Complainants’ Initial Response, Complainants’ predecessors-in-interest

Lucent Technologies, Inc. and Agere Systems Inc. submitted Letters of Assurance to the IEEE 

setting forth their commitments with respect to their WLAN SEPs, that is, their patents that were 

believed to be essential to the practice of the 802.11b, g, and n standards.  (CIR at 16-17 (citing 

CX-1257C (Lucent-IEEE Letter, Apr. 29, 1998); CX-1261C (Agere-IEEE Letter, Jan. 24, 2003); 

CX-1267C (Agere-IEEE Letter, Sep. 13, 2004)).)  The Letters of Assurance state commitments 

with respect to the 802.11a, g, and e standards, although the a and e standards are not at issue in 

this Investigation.  (FIR at 3-4.)1  Regardless of the particular standards at issue, all of 

1  Funai also cites to Complainants’ interrogatory responses and to the testimony of  
, in which Complainants state 

that the ‘958 and ‘867 patents are necessary to practice one or more versions of the IEEE 802.11 
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Complainants’ Letters of Assurance set forth the same commitment – to make available licenses 

to their SEPs on reasonable and nondiscriminatory terms. 

Funai appears to be correct that there “is no dispute” that LSI has RAND obligations and 

“what those RAND obligations are.”  (FIR at 3.)  As set forth in Complainants’ Initial Response, 

Complainants’ Letters of Assurance impose an obligation to negotiate in good faith regarding 

reasonable and nondiscriminatory terms for a license to Complainants’ SEPs.  (CIR at 16 (citing 

In re Certain Elec. Devices, Including Wireless Commc’n Devices, Portable Music & Data 

Processing Devices, & Tablet Computers, USITC Inv. No. 337-TA-794, Comm’n Op. at 52 

(July 5, 2013) (citing N. Star Steel Co. v. United States, 477 F.3d 1324, 1332 (Fed. Cir. 2007))).)

Notably, Funai identifies no other requirements, and, LSI agrees, there are none.  In particular, 

there is no contractual obligation or commitment set forth in Complainants’ Letters of Assurance 

(or imposed by IEEE rules or bylaws) that prevents Complainants from bringing an infringement 

suit seeking injunctive or exclusionary relief.  (Id. at 17.) 

2. Complainants’ Commitments to the ITU-T with Respect to the ‘663 
Patent.

The same comments and agreement between the parties apply to LSI’s RAND 

obligations with respect to the ‘663 Patent.  In particular, as set forth in Complainants’ Initial 

Response, Complainants’ predecessor-in-interest VideoLocus, Inc. submitted a Patent Disclosure 

Form to the Joint Video Team of the ITU-T setting forth its commitment to make available, on 

reasonable and nondiscriminatory terms, licenses to its SEPs essential to the practice of the 

H.264 standard.  (CIR at 16-18 (citing RX-0740 (Winger – Putting a Reasonable) at 6-8; RX-

standards.  (FIR at 3.)  While it is true that the ‘958 and ‘867 patents are in fact essential to the 
practice of these standards, Complainants’ statements to that effect are not evidence of 
Complainants’ commitments to the IEEE or of the RAND-encumbered nature of the ‘958 and 
‘867 patents. 
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1142 (IPR in ITU Recommendations); RX-1141 (Guidelines for Implementation of ITU-T Patent 

Policy)).)  The parties agree that this is the only obligation imposed.2  As with Complainants’ 

commitments to the IEEE, the Patent Disclosure Form submitted to the ITU-T does not impose 

any restrictions on Complainants’ right to redress infringement of their patents, including the 

right to seek an exclusion order from the Commission.  (Id. at 17-18 (citing Wireless Commc’n 

Devices, Comm’n Op. at 52).) 

B. Question No. 2: History Of Negotiations With Respondents 

Funai’s Initial Response mischaracterizes the history of negotiations between LSI and 

Funai in an attempt to support Funai’s assertions that it “negotiated in good faith with LSI  

” and that LSI never made a license offer that complied with its RAND 

obligations.  (FIR at 5.)  But the evidence demonstrates otherwise.   

 

 

 

 

 

  (See CIR at 19-28.)  It was Funai – not LSI – that 

took “zigging and zagging positions,” (FIR at 5), during the parties’ negotiations.  Funai delayed 

 in an attempt to evade its obligation to fairly compensate 

LSI for use of its patent rights – actions that amount to a constructive refusal to negotiate.  (See

2  Funai also again cites to Complainants’ interrogatory responses and to the testimony of  
, in which Complainants state that the ‘663 patent is necessary to 

practice certain profiles and provisions of the ITU-T H.264 standard.  (FIR at 4.)  Again, while 
true, Complainants’ statements to that effect are not evidence of Complainants’ commitments to 
the ITU-T or of the RAND-encumbered nature of the ‘663 patent. 



PUBLIC VERSION

4

CIR at 52.)  As the ALJ correctly found, “the facts presented in this investigation show that the 

failure of the parties to agree to terms for the licensing of the asserted SEPs cannot be attributed 

to Complainants.”  (ID at 359, 360 n. 75 (emphasis added).)  Given this negotiation history, there 

is no legitimate basis for Funai’s unsupported assertion that it “is prepared to accept a FRAND 

offer.”  (FIR at 2.) 

1. Timeline of Negotiations Between LSI and Funai. 

For the Commission’ reference, the timeline on the following page provides a high-level 

summary of the history of licensing negotiations between LSI and Funai  

, including all meetings, offers, counter-offers, and communications relating to those 

negotiations.



PUBLIC VERSION

5

Timeline of Negotiations Between LSI and Funai 
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With respect to the timing and sequence of meetings that took place between the parties, 

Funai’s Initial Response is accurate for the most part.  However, there are several items set forth 

in Funai’s Initial Response that require correction or clarification. 

Funai asserts that the first face-to-face meeting between the parties  

.  (See FIR at 6.)  In fact, the 

meeting that Funai references  

.  It appears that  

 

.  (See Ex. 2 to FIR at LSIAgere837-00425837; see also

Declaration of Kevin M. Bell in Support of CIR (“Bell Decl.”), Ex. 12 (  

) at LSIAgere837-00747725; CX-1190 ( ).)

The first face-to-face meeting between the parties  

.  See CX-0345C (  

) at 42; (Bell Decl., Ex. 8 ( )); CX-1145C 

( ). 

Funai’s Initial Response also incorrectly states certain details of LSI’s licensing 

proposals.3  For example, with respect to LSI’s opening RAND proposal  

, Funai asserts that LSI’s license offer was “  

.”  (FIR at 8.)  In fact, LSI offered  

3  In addition to misstating certain details, Funai’s summary of the parties’ negotiation history 
interjects irrelevant factual assertions regarding the parties’ technical discussions with respect to 

.  (E.g., FIR at 8 (alleging 
); FIR at 10 (alleging LSI  

); FIR at 11 (alleging LSI  
).)  Such assertions are not pertinent to the 

issues at hand with respect to the ‘958, ‘867, and ‘663 patents. 
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.  CX-0331C ( ) at 21, 

30.  Funai appears to have overlooked .  (See FIR at 8-9); 

CX-0331C ( ) at 13-22.  Accordingly, to the extent the 

Commission considers the detailed terms of LSI’s license offers  (and 

Funai’s responses thereto), LSI respectfully requests that the Commission refer to the negotiation 

documents themselves, which are comprehensively itemized by exhibit number in the above 

timeline.4

Funai also takes the position that  

 

.  (FIR at 14, 15.)  In fact, Funai’s  

 

 

.  (Compare Bell 

Decl., Ex. 30 (emphasis in original), with Ex. 37 to FIR.)  Thus, the  

.  Moreover, and 

as noted by Funai, the parties  

 

.  See, e.g., CX-0349C ( ) at 10 (“  

”).  This 

4  Many of the negotiation documents that Funai attached to its Initial Response are identical to 
those attached to Complainants’ Initial Response.  For the Commission’s reference, attached 
hereto as Appendix A is a table that correlates the exhibit numbers used in Funai’s Initial 
Response with those used in Complainants’ Initial Response. 
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, (see Exs. 38-42 to FIR), which as noted in Complainants’ Initial 

Response, (CIR at 28), .5

In addition to the factual inaccuracies noted above, Funai mischaracterizes numerous 

aspects of the parties’ license discussions.  Several of those mischaracterizations are addressed 

below.

2. Funai Mischaracterizes the Parties’ Licensing Discussions; LSI 
Provided Funai with Multiple RAND Offers. 

Funai begins its misleading summary of the parties’ licensing negotiations by noting that 

LSI  

, implying that LSI somehow delayed in providing a license offer, and asserting that LSI 

.  (See FIR at 6-

8.)  But as LSI explained to Funai at the time, LSI’s usual practice in licensing negotiations is  

 

 

.  

(See, e.g., Bell Decl., Ex. 33  ( ) at LSIAgere837-00425830-

32); see also CX-1599C (Waskiewicz DWS) at 9-11, Q&A 41-44.  There is no indication in any 

of the documentary evidence that Funai objected to  

 

.  In fact, the evidence shows that Funai, not LSI, delayed  

 substantive business negotiations regarding a 

license.  (See CIR at 21-25 (Funai  

5  Complainants inadvertently stated in their Initial Response that  
, (CIR at 28); in fact, . 
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)); CX-0341C ( ) at 

10-16 (summarizing business negotiation history); CX-0333C (  

) at 50 (noting that parties  

); (Bell Decl., Ex. 27 (  

) at LSIAgere837-00450498, 501, 505 ( ); 

Declaration of Kevin M. Bell in Support of Complainants’ Reply (“Bell Decl.”), Ex. 69 (

) (  

)). 

Funai also consistently mischaracterizes LSI’s license offers as “demands.”  (FIR at 8, 

10, 11, 12, 13.)  Because LSI recognizes that RAND licensing negotiations necessarily involve a 

process of multiple back-and-forth negotiations, (see CIR at 43-45), each of LSI’s offers  

 CX-0331C (  

) at 2; (Bell Decl., Ex. 35 ( ) at LSIAgere837-

00137866; Bell Decl., Ex. 38 ( ) at LSIAgere837-

00747370); CX-0341C ( ) at 2; (Ex. 31 to FIR at 2); CX-

0349C ( ) at 2.  Thus, LSI’s license proposals cannot be 

described as “demands” or “take-it-or-leave-it” offers. 

Regarding the substance of LSI’s licensing offers, Funai continues its misdirection by 

implying that LSI’s practice  is somehow unreasonable, noting that LSI’s 

multiple RAND offers “ .”  (FIR at 8, 10.)  As 

discussed in Complainants’ Initial Response,  is both typical in 

the industry and generally preferred by both patentees and licensees.  There is nothing inherently 

unreasonable with offering a license  
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.  And, nothing in the ITU-T 

rules or guidelines prohibits or discourages the practice  when a patent 

holder has made a RAND commitment.  See RX-1142 (IPR in ITU Recommendations) 

(“[n]egotiations of [RAND] licenses are left to the parties concerned”); RX-1141 (Guidelines for 

Implementation of ITU-T Patent Policy) at 2-3 (settlement of licensing disputes should be left to 

the parties concerned, consistent with patent policies of other SSOs including the IEEE).

Moreover, Funai points to no evidence that it ever  

.  In fact, the evidence indicates that had Funai  

 

.  (See Bell Decl., Exs. 4 ( ); Bell Decl., 

Ex. 6 ( ).) 

Funai raises issue with the fact that LSI’s license offers were  

 

.  (See FIR at 9, 10, 12 & n. 4.)  But Funai  

 

.  Furthermore, LSI’s  

, and 

accordingly, it is logical and appropriate to  

.  Moreover, LSI’s  
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.  (See, e.g., Bell Decl., Ex. 33 (  

) at LSIAgere837-00425832-33.)  Thus, it is revealing that Funai also takes issue with 

LSI’s , asserting without support or explanation that  “violate[s] 

LSI’s FRAND commitments,” (FIR at 6), when  

 about which Funai also complains. 

Funai asserts that LSI  

.  (See FIR at 10, 12 & n. 4.)  But it is not for 

Funai to dictate from whom LSI chooses to seek a license.  Funai itself is infringing LSI’s 

patents by importing and selling its products within the United States, and the fact that Funai’s 

 is immaterial to 

Funai’s own direct infringement liability.  The fact that LSI could have chosen to pursue licenses 

at the component level rather than at the end product level has no bearing on whether the license 

terms offered to Funai for its infringing end products were reasonable and non-discriminatory.6

C. Question No. 3: Summary Of LSI’s Licenses To Patents In Suit 

With respect to a summary of Complainants’ licenses to the ‘663, ‘958, and ‘867 patents, 

Funai does no more than insert a modified version of a list of licensees that LSI previously 

provided to Funai in its interrogatory responses.  (See FIR at 15-16.)  However, Funai’s 

interrogatory , see RX-

1125C (Comp. 4th Supp. Resp. to Funai 2d Set of ROGs), and therefore the table inserted by 

Funai in its Initial Response  the ‘663, ‘958, and ‘867 

6   
  CX-1599C (Waskiwicz DWS) 

at 55, 58-59, Q&A 223, 231.  Further, it is possible that many of Funai’s component suppliers do 
not manufacture or sell the infringing components within the United States and thus are not 
directly infringing LSI’s patents. 
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patents,  

.  Accordingly, to the extent the Commission 

considers Complainants’ license agreements, Complainants respectfully request that the 

Commission refer to the summary of licenses attached as Appendix B to Complainants’ Initial 

Response.7

Complainants agree with Funai, however, that because each of the  

licenses involving the patents-in-suit  

 

, Complainants’ licenses 

provide limited guidance as to the value of each of the ‘663, ‘958, and ‘867 patents, or as to a 

RAND rate for those patents.  (See CIR at 35-36.)  Other considerations that provide useful 

indicators as to the value of the ‘663, ‘958, and ‘867 patents are set forth in Complainants’ Initial 

Response.  (See CIR at 36-40.) 

1. Funai Failed to Respond to the Commission’s Request to Provide a 
Comparison of the Offers Made to Funai with Offers Made to Other 
Entities Licensed to the ‘663, ‘958, and ‘867 Patents. 

Funai’s RAND arguments presented to the ALJ were premised on a fundamental flaw—a 

faulty comparison between LSI’s opening license proposal to Funai and the final negotiated 

terms of LSI’s executed license agreements with .  The ALJ correctly agreed 

with Complainants that such a comparison is improper.  (ID at 354-55.)  Accordingly, in 

connection with its public interest inquiries, the Commission requested that the parties “provide a 

comparison of the offers made to Funai…with offers made to [other licensed] entities.”  (Notice 

7  Complainants also note that the table of licensees set forth in Funai’s Initial Response contains 
a record citation to  

 the ‘663, ‘958, or ‘867 patents.  (See FIR at 16.) 
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of Comm’n Determination to Review Final ID at 5 (emphasis added).)  Yet in its Initial 

Response, Funai reverts back to the same faulty arguments that the ALJ rejected, comparing  

 LSI’s opening offer to Funai to  the executed 

 licenses.8  (FIR at 17.)  Funai’s Initial Response offers no comparison, as 

requested by the Commission, between LSI’s opening offer to Funai and Complainants’ offers to 

other entities. 

As set forth in Complainants’ Initial Response, however, Complainants  

, including 

Funai.  (See CIR at 40-41.)   

, see CX-0331C (  

),  

 

.   (See CIR at 40 (citing Bell Decl., Exs. 55-57)); see also

(Bell Decl., Ex. 60 ( )); CX-1209C (  

); (Bell Decl., Ex. 61 (  

)).  Likewise,  

, see CX-0349C (  

),  

8  Funai also continues to erroneously compare  LSI’s offer to Funai 
with  the  licenses, rather than comparing  

, despite the fact that the  licenses, and LSI’s offer to Funai, cover 
different product types.  (See Complainants’ Resp. to Funai Pet. for Review of ID at 88-89.)  
Thus, whether through sloppy drafting or a deliberate attempt to mislead the Commission, 
Funai’s statement that  

 
 (FIR at 17) (emphasis added), is doubly inaccurate, as  

 comparing  LSI’s offer to Funai with  
the executed  licenses.
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  .  (See CIR at 40-41 (citing CX-1084C (  

); Bell Decl., Ex. 59 ( )); see also Bell Decl., Ex. 

60 ( ); Bell Decl., Ex. 61 (  

); Bell Decl., Ex. 67 ( ) at LSIAgere837-

00196112-14; Bell Decl., Ex. 71 ( ) at 

LSIAgere837-00474951-56; Bell Decl., Ex. 72 ( ) at 

LSIAgere837-00475010-15; Bell Decl., Ex. 73 ( ) at 

LSIAgere837-00475177-82; Bell Decl., Ex. 74 ( ) at 

LSIAgere837-00750433-35.)  And notably, although Funai alleges that it was treated differently 

than  opening license offer to  

 offered to Funai.9 Compare CX-0348C ( ) at 

3, and CX-0349C ( ) at 16, with CX-1078C (

) at 19. 

2. LSI’s Prior Relationship with the MPEG-LA AVC Patent Pool is 
Irrelevant. 

Funai asserts, for the first time in this Investigation, that LSI’s previous relationship with 

the MPEG-LA patent pool results in a “continuing obligation to MPEG LA licensees,” including 

Funai, who are entitled to retain their AVC Patent Portfolio Licenses  

.  (See FIR at 17-18.)  However, Funai has provided absolutely no evidentiary support for its 

assertion that  a licensee with an AVC Patent Portfolio 

License .  (See FIR at 18.)  Moreover, even if 

9  This 5% rate is consistent with LSI’s predecessors’ Letters of Assurance to the IEEE. See CX-
1275C (Lucent-IEEE Letter, Apr. 29, 1998). 
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Funai did , 

which it has not shown, there is no evidence that the ‘663 patent was ever included in the AVC 

Patent Licensing Program. See AVC Attachment 1, http://www.mpegla.com/main/programs/

avc/Documents/avc-att1.pdf at 72 (last visited Nov. 11, 2013) (noting that LSI Logic 

Corporation had contributed a single patent, U.S. Patent No. 7,020,200, to the AVC Patent 

Licensing Program).  At most, to the extent that the ‘663 Patent  

, LSI’s only obligation with respect to the 

MPEG LA body is to make licenses to the ‘663 patent available on RAND terms, as set forth in 

Complainants’ Initial Response with respect to the public interest submission of Koninklijke 

Philips N.V (“Philips”).  (See CIR at 66-68.) 

Further, Funai’s assertion that LSI failed to disclose its participation in the MPEG LA 

body during discovery is spurious.  As noted in Complainants’ Initial Response, LSI produced 

numerous documents during discovery that fully disclosed LSI’s prior relationship with the 

MPEG LA AVC pool.  (See CIR at 66 & n.23.)  These included  

 

 

.   (See Bell Decl., Exs. 1, 7, 49-51, 68, 

75.)  Ironically, despite Funai’s contention that Complainants failed to disclose such information, 

Funai’s Initial Response later cites to one of these very documents, produced to Funai by 

Complainants during discovery, in support of Funai’s assertion that patent pooling is common in 

the consumer electronics industry.  (See FIR at 19-20 (citing Ex. 44 to FIR).) 

3. LSI’s  is Irrelevant. 

Funai’s Initial Response to Question 3 makes the assertion that LSI has “  

.”  (FIR at 18.)  This 
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assertion is both irrelevant and untrue.  As noted in Part I.B.2, supra, the fact that Funai’s 

products, or the products of any other end-product manufacturer with whom LSI has engaged in 

license negotiations (such as ), include  is 

immaterial to the end-product manufacturer’s own direct infringement liability.  LSI has no 

obligation to pursue licenses at the component level, or at any other point in the commerce 

stream.  It so happens that  

. See CX-1599C (Waskiewicz DWS) at 55, 58-59 Q&A 223, 231.  But Funai has 

pointed to no evidence that Complainants  

.  See, e.g., CX-1078C ( ) 

at 2 (providing RAND license offer ); CX-1006C (  

) at 9 (LSI states: “  

.”). 

D. Question No. 4: Industry Practice For Licensing 

Funai appears to agree with Complainants that portfolio rather than single-patent 

licensing is typical practice in the consumer electronics industry.  (See FIR at 19; CIR at 45-46.)  

Funai then goes on to assert without support that “[p]articularly for standard-essential patents, 

industry practice is to aggregate the relevant patents from multiple licensors into a single 

portfolio, commonly called a ‘patent pool.’”  (FIR at 19.)  This is not true.  Participation in patent 

pools is voluntary and most patent holders choose to license SEPs outside of a pool.  See, e.g.,

Microsoft Corp. v. Motorola, Inc., No. C10-1823JLR, 2013 WL 2111217, at *74 (W.D. Wash. 

Apr. 25, 2013) (pointing out thin participation in Via Patent Licensing Pool).  For instance, a 

patent holder may choose not to join a pool if its SEPs are of particularly high value, because 

pools typically provide equal compensation for each patent in the pool regardless of the 

importance of individual patents to the standard or to licensees’ products. Id. at *79 to *80.
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Moreover, part of the value of pool membership is a cross-license to the intellectual property of 

the other pool members, and thus a company that has low potential infringement exposure to 

others’ SEPs may find little value in joining a pool. See id. at *81.  Therefore, while patent pools 

do exist in the industry, there is no indication that such pools represent the “industry practice” as 

Funai suggests.10

E. Question No. 5: Determination Of RAND Rate And Licensing Terms 

The Commission specifically requested that all parties provide “specific licensing terms 

for the ‘663, the ‘958, and the ‘867 patents that each believe are reasonable and non-

discriminatory.”  In compliance with the Commission’s request, Complainants provided a high-

level term sheet for Funai that would offer  

.  (App’x D to CIR.)  In contrast, Funai 

provides only a statement that a RAND rate for the ‘663, ‘958, and ‘867 patents is . 

(FIR at 21 (  

).)  Funai offers no other licensing terms 

to assist the Commission.  See Motorola, 2013 WL 2111217, at *3 (“[R]eal-world negotiations 

involving patents committed to the RAND obligation might include layers of complexity beyond 

determining monetary royalty rates.”). 

Moreover, Funai’s unreasonably low royalty rate finds no support in the facts and 

testimony developed during the course of this Investigation.  Funai cites no evidence in support 

of its proposed rate, relying only on RAND royalty rates that have been determined by other 

10  As noted, the Via licensing pool for WLAN patents referenced by Funai has attracted only 
minimal interest, with only five licensors, thirty-five patents, and eleven licensees.  In re 
Innovatio IP Ventures, LLC Patent Litig., MDL Docket No. 2303, Case No. 1:11-cv-09308, 2013 
WL 5593609, at *35 to *36 (N.D. Ill. Oct. 3, 2013).  Respondent Realtek agrees.  (See RIR at 36 
(arguing the Via pool is a “poor benchmark” with little relevance as an indicator of a RAND 
rate).) 
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courts in cases involving different patents, different products, and different parties, as well as on 

the pool rates for the MPEG LA and Via licensing pools.  (See FIR at 21-22.) 

However, the court-determined rates in the Microsoft and Innovatio cases are of little or 

no relevance.  The courts in those cases determined RAND rates specifically for licenses of 

Motorola and Innovatio SEPs, respectively, but did not determine rates for all patents essential to 

either the H.264 or 802.11 standards. See Motorola, 2013 WL 2111217; Innovatio, 2013 WL 

5593609.  Specifically, the RAND rates for Motorola and Innovatio patents were determined 

through the district courts’ detailed analyses using a novel framework that evaluated several 

factors, including the importance of the Motorola and Innovatio patents to the standards at issue, 

and the importance of their patents and the standards to the defendants’ products. Motorola,

2013 WL 2111217, at *3 (“These considerations [were] central to the court’s analysis.”); 

Innovatio, 2013 WL 5593609, at *6, *37 to *39.  Funai has not proffered any such analysis, or 

any evidence as to the factual considerations evaluated by the Microsoft and Innovatio courts, 

with respect to Complainants’ patents at issue in this Investigation.11  Thus, the royalty rates 

determined by other district courts for Motorola and Innovatio patents as applicable to specific 

products of Microsoft and others are not informative as to what rates, terms, and conditions 

would constitute a RAND license for Complainants’ patents and Funai’s products.  (See ID at 

352-53.)

11  In contrast, Dr. Kevin Negus, Complainants’ expert in this Investigation, submitted an expert 
declaration in support of Complainants’ Initial Response that shows that the ‘958 and ‘867 
patents are amongst the most valuable patents infringed by most, if not all, products that 
interoperate with the 802.11 standards.  (Negus Decl. to CIR, ¶¶ 58, 75; see also CIR at 36-39.)
Similarly, Complainants have presented substantial evidence, including the testimony of their 
expert Dr. Glenn Reinman, that there is no commercially feasible way to practice the H.264 
standard without practicing the asserted claims of the ‘663 patent.  CX-1597C (Reinman DWS) 
at 77-90, Q&A 221-255; (see also CIR at 36, 39-40).) 
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Similarly, there are multiple reasons why patent pool rates should not be used as de facto

RAND royalty rates for a given standard. Microsoft, 2013 WL 2111217, at *79 to *82 (“[A] 

pool rate itself does not constitute a RAND royalty rate for an SEP holder who is not a member 

of the pool.”).  Patent pools generally have lower rates than those that can be achieved through 

bilateral, private negotiations, and a rate higher than a pool rate can still be RAND. Id. at *79 to 

*80.  Further, patent pools typically “provide equal compensation for any given patent in the 

pool without regard to the technology of each patent, its merit, its importance, or its contribution 

to the standard.” Id. at *74, *79 to *80.  Thus, because patent pools ignore the value of the 

individual patents being licensed, their usefulness as an indicator of a RAND rate is markedly 

diminished in cases such as this one where the patents at issue are of high value. See (CIR at 36-

40); Innovatio, 2013 WL 5593609, at *36 (declining to rely on Via patent pool as indicator of 

RAND rate because patents at issue were determined to be “of moderate to moderate-high 

importance to the 802.11 standard”). 

For these reasons, Funai’s proposed RAND rates have no rational basis or support.

Complainants respectfully request that the Commission consider  

 proposed by Complainants in Appendix D to their Initial Response.   

 informed by Complainants’ decades of experience successfully licensing the ‘663, 

‘958, ‘867, and other SEPs and non-standard-essential patents to numerous licensees, as well as 

considerations reflecting the high value of the ‘663 patent to the H.264 standard, the high value 

of the ‘958 and ‘867 patents to the 802.11 standard, and the high value of these patents to Funai’s 

products.  (See CIR at 36-40.) 

F. Question No. 6: Constructive Refusal To Negotiate A License 

Funai’s assertions that LSI has “in several ways attempted to gain undue leverage over or 

constructively refused to negotiate a license with Funai” do not stand up to scrutiny.  As set forth 
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in Part I.B, supra, and in Complainants’ Initial Response, (CIR at 19-28, 52), all evidence points 

to the conclusion that Funai constructively refused to negotiate with LSI, as LSI  

, yet 

still could not elicit a reasonable counter-proposal from Funai.  As the ALJ correctly found, “the 

facts presented in this investigation show that the failure of the parties to agree to terms for the 

licensing of the asserted SEPs cannot be attributed to Complainants.”  (ID at 359, 360 n.75.) 

Demonstrating the poverty of its position, Funai argues that Complainants have attempted 

to gain undue leverage merely by “institut[ing] this investigation rather than pursu[ing] Funai for 

infringement in district court.”  (FIR at 22.)  But the premise beneath this argument – that 

exclusionary relief in the ITC is “undue leverage” and should be unavailable to SEP holders with 

RAND commitments – has been rejected by the United States Trade Representative, the 

Department of Justice, and the United States Patent and Trademark Office.  These entities have 

found that exclusion orders should continue to be available for Section 337 violations involving 

RAND-encumbered SEPs, upon consideration of relevant factors specific to the circumstances at 

issue in each case.  See Certain Elec. Devices, Including Wireless Commc’n Devices, Portable 

Music & Data Processing Devices, & Tablet Computers, USITC Inv. No. 337-TA-794, 

Disapproval of USITC’s Determination (Aug. 3, 2013), available at http://www.ustr.gov/sites/

default/files/08032013%20Letter_1.PDF.  .At a minimum, an exclusion order remains an 

appropriate remedy where, as here, a putative licensee “constructive[ly] refus[es] to negotiate . . . 

in an attempt to evade the putative licensee’s obligation to fairly compensate the patent holder.”  

Id. at 2 n. 3.  Moreover, as explained above and in Complainants’ Initial Response, there are no 

contractual obligations or restrictions in Complainants’ commitments to the ITU-T or IEEE that 
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prevent Complainants from seeking injunctive or exclusionary relief against an unwilling 

licensee such as Funai.  See Part I.A., supra.

Funai further argues that Complainants are seeking undue leverage by  

.  (FIR at 

23.)  Without support, Funai asserts that “this practice obscures the values associated with 

individual patents” and “effectively forces  

.”  (Id.)  But Funai 

cannot point to a single instance where Complainants have “forced”  

.  In fact, when 

Funai  

 

.  (See Bell Decl., Exs. 4, 6.)  Nor do LSI’s licensing practices “obscure the value” 

associated with individual patents, as LSI  

 

.  See CX-1599C (Waskiewicz DWS) at 10-12, Q&A 41-44.  The simple fact is that 

portfolio licensing is generally preferable from both a licensee’s and a licensor’s perspective, 

(CIR at 45-46), and Funai concedes that “portfolio licensing is common in the consumer 

electronics industry.”  (FIR at 19.)  Thus,  

 can hardly be considered an attempt to gain undue leverage. 

Funai then goes on to voice concerns regarding the effects of royalty stacking.  (FIR at 

23.)  However, while royalty stacking may be an over-arching policy concern with respect to 

SEPs generally, this general concern is not evidence of any specific attempts to gain undue 

leverage on the part of LSI.  Moreover, the possibility of patent “hold-out” presents an equally 
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serious policy concern.  A company should not be permitted to constructively refuse to negotiate 

regarding the terms of a RAND license, unreasonably prolong negotiations and force the 

prospective licensor to turn to the courts for enforcement of its SEPs, all the while evading its 

obligation to fairly compensate the SEP-holder for use of the patented technology.  Such 

behavior poses a threat to the patent system and to the effectiveness of standards-setting bodies 

such as the ITU-T and the IEEE, as patent holders may no longer participate in the standard-

setting process or contribute their patents to a standard if they believe that they will not be able to 

receive full and fair value for RAND-encumbered patents. 

Finally, Funai asserts that “alternatives to the technology of [the ‘663] patent existed” and 

that “the value of the ‘663 patent is less than what LSI portrays it to be.”  (FIR at 24.)  For this 

proposition, Funai relies on the flawed testimony of its economic expert Dr. Gregory Leonard, in 

which Dr. Leonard opined that Complainants overvalue the ‘663 patent because  

 represents an alternative technology. See RX-0009 (Leonard DWS) at 38, Q&A 205.  But 

Dr. Leonard, who is not a technical expert, reached this erroneous conclusion by 

misapprehending the testimony of .  In fact,  are 

directed toward two different technological problems, and not by any stretch of imagination is 

 an alternative technology to the ‘663 patent. See CX-1644C (Richardson RWS) 

at 169-70, Q&A 535-541; (ID at 354). 

Funai has presented no credible arguments that Complainants have attempted to gain 

undue leverage or engage in patent “hold-up.”  Moreover, as detailed above, Funai has engaged 

in patent “hold-out” by constructively refusing to negotiate with LSI regarding the terms of a 

RAND license.  Therefore, under the principles set forth by the United States Trade 
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Representative, public interest concerns relating to SEPs do not preclude the issuance of 

remedial orders in this case. 

II. REPLY TO RESPONDENT REALTEK’S RESPONSE TO THE COMMISSION 
ON REMEDY, BONDING, AND THE PUBLIC INTEREST 

Respondent Realtek has offered a response (hereinafter, “Realtek Initial Response” or 

“RIR”) to the Commission’s six questions directed to the public interest and a short section 

relating to remedy and bond.  LSI stands by its own response to the same questions, and herein 

responds to those points raised by Realtek. 

A. Question No. 1: Complainants’ Commitments To Standard-Setting Bodies 

With respect to LSI’s commitments to the IEEE for the ‘958 and ‘867 patents, LSI has 

acknowledged that it is subject to those commitments made by LSI’s predecessors-in-interest in 

which LSI agreed to negotiate in good faith to provide reasonable and non-discriminatory terms 

to potential licensees.  This commitment to the IEEE is set forth in those Letters of Assurance to 

the IEEE. See CX-1257C (Lucent-IEEE Letter, Apr. 29, 1998); CX-1261C (Agere-IEEE Letter, 

Jan. 24, 2003); CX-1267C (Agere-IEEE Letter, Sep. 13, 2004).  By each Letter of Assurance, 

LSI stated it “is prepared to grant a license to an unrestricted number of applicants on a 

worldwide, nondiscriminatory basis and reasonable terms and conditions.”  CX-1261C (Agere-

IEEE Letter, Jan. 24, 2003).  This is the extent of LSI’s “contract” with the IEEE.  As noted in 

Complainants’ Initial Response, there are no contractual limits in either the Letters of Assurance 

or the record generally in which LSI either agreed to, or the IEEE imposed, a condition by which 

LSI is prevented from seeking injunctive relief.  (CIR at 16-17.)

Realtek points to no other language from the Letters of Assurance or from IEEE 

publications to support any conclusion that LSI is barred from seeking injunctive relief as part of 

its RAND commitments.  The majority of Realtek’s response to the Commission’s first question 
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is directed to whether LSI has a “contract” with the IEEE and whether LSI has a commitment to 

negotiate in good faith.  (RIR at 2-5.)  While LSI may not necessarily agree that is commitments 

to the IEEE in its Letters of Assurance created a “contract,” LSI has never denied the existence 

of its commitments to the IEEE, nor has it denied its duty to negotiate and to provide RAND 

terms, thus rendering the majority of Realtek’s response on Question No. 1 moot.12  And even if 

there is a contract, the evidence in record before the Commission does not support the conclusion 

that LSI violated the contract.  There is no evidence in the record that its commitments to the 

IEEE bar LSI from seeking injunctive relief against Realtek.  Moreover, the record reflects that 

LSI’s attempts to negotiate in good faith have been stymied by Realtek, who has refused to 

negotiate with LSI.  (See CIR at 28-32.)

Instead of pointing to contractual limits in the record, Realtek relies on policy statements 

that imply that a party holding SEPs may be prevented from seeking injunctive relief.  (RIR at 

3.)  These policy statements are not contractual obligations imposed on a SEP holder as part of 

any commitment to the standards-setting body.  Moreover, the policy statements cited by Realtek 

from both the United States Trade Representative (“USTR”) and the United States Patent and 

Trademark Office do not foreclose a holder of SEPs from obtaining an exclusion order.  (RIR at 

3.)  For example, the Policy Statement on Remedies for Standards-Essential Patents Subject to 

Voluntary F/RAND Commitments at 7-8 (January 8, 2013), which is cited by the USTR, 

acknowledges that “[a]n exclusion order may still be an appropriate remedy in some 

circumstances, such as where the putative licensee is unable or refuses to take a FRAND license 

12 Realtek takes liberties with its characterization of the ruling in the Microsoft case, stating that 
“an unreasonable offer violates a patent holder’s RAND obligations.”  (RIR at 6.)  Microsoft has 
no such holding, nor does any law exist for such a proposition.  Were it the case, every offer of 
every license negotiation involving a SEP could end up in court if one party perceives a single 
offer from the other party as “unreasonable.”   



PUBLIC VERSION

25

and is acting outside the scope of the patent holder’s commitment to license on FRAND terms.”  

As established in Complainants’ Initial Response, Realtek overtly refuses to negotiate with LSI 

regarding a RAND license to LSI’s SEPs.  Therefore, there are no contractual limitations that 

preclude LSI from seeking an exclusion order with respect to LSI’s SEPs.

B. Question No. 2: History Of Negotiations With Respondents 

LSI stands by its summary of its attempts to negotiate with Realtek  

, as set forth in Complainants’ Initial Response, which shows that Realtek 

has elected not to engage LSI, or its predecessors-in-interest, in negotiation for a license to the 

‘958 and ‘867 patents.  (CIR at 29-35.)  Moreover, the Administrative Law Judge (“ALJ”) 

looking at the evidence in the record found that “  

.”  (ID at 356.)  In the Initial 

Determination, the ALJ summarized the negotiations between the LSI and Realtek, and properly 

concluded that a “[l]ack of evidence in important areas of Realtek’s case, and Realtek’s refusal to 

negotiate with Complainants undercut its arguments that Complainants breached their RAND 

obligation under the theory of breach of contract/promissory estoppel.”  (ID at 358.)   

Now, in its statement on the issues of public interest, Realtek seeks to introduce evidence 

that the ALJ stated was missing from Realtek’s presentation during the hearing on the merits.  

While such arguments represent a transparent attempt by Realtek to remedy its failures in the 

evidentiary record, the supposed evidence cited by Realtek does not change the fact that it “twice 

refused to negotiate” with LSI, a refusal that continues to this day. 

1. Realtek’s  Attempts to 
Negotiate.

In Complainants’ Initial Response, LSI explains that  
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 offering Realtek a license  

.  (CIR at 30-31.)   

, as noted by the ALJ in the 

Initial Determination.  In its statement to the Commission, Realtek seeks to excuse its dilatory 

behavior  by misconstruing  

.  (RIR at 8, citing CX-1075C ( ).)  This 

 

 

.  CX-0415C (  

) at 1.   

 

 

  CX-1075C (  

).  As the ALJ found: “Realtek then failed to  

 

.”  (ID at 356.)  Realtek’s 

own witnesses admitted during the hearing that Realtek  

.  Chen Tr. 1278-1282. 13

Therefore, no matter how Realtek seeks to spin its unwillingness to engage Agere in good-faith 

13 Part of Realtek’s gamesmanship in refusing to negotiate involves  
 

 Realtek claimed that it .  
Yet as noted in Realtek’s Statement,  

.  (RIR at 7.)  In the same evasive vein, 
Realtek now states that “there is no evidence Realtek  

.”  (Id. at 8.)  Yet,  
.  (Bell Decl., Ex. 63 ( ) at LSI3451-0025926.) 
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negotiations , the record reflects that “Realtek refused to negotiate with 

Complainants.”  (ID at 356.)14

2. Realtek Refuses to Negotiate with LSI  

As set forth in Complainants’ Initial Response, following LSI’s  

, LSI provided Realtek with , initial RAND WLAN 

proposal, which included a proposed license to the ‘958 and the ‘867 patents.  (CIR at 32.)  LSI 

provided its proposal   .  CX-1006C (  

).  To date, Realtek has not responded to this  opening 

proposal,  

Realtek.  (Id. at 32-34.)  Instead of engaging LSI on the proposal, Realtek elected to sue LSI in 

four separate actions around the world.  (Id. at 34.)  As noted by the ALJ, Realtek “ignored LSI, 

and thus refused to negotiate.”  (ID at 357.) 

Realtek now claims that it    

 for actions filed in the Northern District of 

California.  (RIR at 9.)  First of all, Realtek never relied on  in 

its case before the ALJ.  In direct testimony, neither of Respondents’ RAND experts even 

mentioned , for any purpose.  Only after cross examination did Respondents belatedly 

attempt to bring  into the record, an effort which the ALJ properly denied.  Kerr Tr. 

2057:22-2063:11.  Second, the  

14 In its concluding comments on , Realtek seeks to absolve itself 
from its ensuring  of willful infringement by opining that “there was no reason for Agere 
to  Agere abandoned its assertions against 
Realtek.”  (RIR at 8.)  First, Agere did not   Rather, it  

.
Second, Realtek would have no idea of Agere’s  
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  RX-2839C 

( ).  LSI  

   counter-proposal or some constructive 

engagement.  (CIR at 34, n. 7.)  .15

In addition, Realtek now seeks to introduce new arguments that LSI’s  

.  (RIR at 

10.)  This argument is based on discovery obtained during the Northern District of California 

proceeding but never introduced in the hearing.  LSI does not dispute that  

 

 

 

 

  (RIR at Ex. 1.)   

  (Id. at Ex. 7 (“  

 

”).)  In the , it is clear that Realtek sought to abuse  

 

15 Realtek further asserts that it engaged with LSI during the ALJ’s mandatory settlement 
conferences conducted during the course of the Investigation.  (RIR at 9.)  Realtek, however, 
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(RIR, Ex. 7, emphasis added.)  Finally, with respect to Realtek’s comment that it  

, LSI made an offer that  

 

 from LSI, as alleged by Realtek.  If Realtek  

 not a reflection on LSI’s conduct.16

C. Question No. 3: Summary Of LSI’s Licenses To Patents In Suit 

1. Realtek’s Summary of LSI’s Licenses is Factually Flawed. 

In Appendix B to Complainants’ Initial Response, LSI provided the Commission with a 

summary of all licenses to the ‘663, the ‘958 and the ‘867 patents granted by LSI (or its 

predecessors) to any entity.  Each of the  licenses involving the patents-in-

suit .  In most 

instances, the licenses  

.  Moreover, there is  

 

16 With respect to the October 7, 2013, mediation in the Northern District of California 
proceeding, LSI stands by its description of the events in the statements, as supported by the 
Declaration of Warren Waskiewicz.  Realtek  

.  Hence, even in the context of Court-managed negotiation, Realtek 
remained consistent in refusing to .
Instead, Realtek would  
occurred at a time when Realtek’s  

 before the mediator. 
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, based on the negotiations with the relevant 

parties.   

 

  Additionally, many of the 

licenses  

.  Specific details of each may be found 

within the text of the license.  

Realtek’s statement purports to provide a summary of LSI’s licenses, based on a review 

by Realtek’s expert Mr. Paul Carmichael.  (RIR at 12.)  Realtek’s summary, however, includes 

factual errors, examples of which are included below.  Therefore, to the extent the Commission 

considers the terms of the LSI’s licenses, LSI respectfully requests that the Commission refer to 

LSI’s list of licenses (Appendix B) or the licenses themselves. 

As an example of the factual errors found in Realtek’s summary, Realtek refers to  

 LSI Logic Corporation, which was a 

predecessor-in-interest to LSI Corporation, but historically is unrelated to Agere Systems LLC.  

(RIR at 13 (citing RX-1133C, RX-1748C, RX-1750C, RX-1751C).)  LSI Logic Corporation did 

not merge with Agere, the owner of the ‘958 and ‘867 patents, until 2007,  

.  Hence, 

Realtek’s inclusion of  in its summary is irrelevant and misleading.  (For 

example,  

 the merger with Agere.)   

As a further example, Realtek references  

.  (RIR at 14 (citing RX-
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1320C).)  As  

.  The relevant,  

 was included in LSI’s Appendix B.  The  

 

, can be found at CX-0034C.

As a final example of factual errors in Realtek’s summary, Realtek alleges that LSI did 

not produce complete copies of .  

Specifically, Realtek claims in its summary that “  

 

”  (RIR at 15.)  This is false; LSI produced the 

complete agreement with a Bates-number of LSIAgere837-00672770.  For the  

agreement, Realtek claims that the copy of the agreement is “incomplete,” which is false.  (RIR 

at 17.)  The complete agreement  is available in the record at CX-

0694C.  As a result of these examples of factual errors, not all of which are discussed herein, LSI 

respectfully requests that the Commission ignore Realtek’s summary of licenses and instead 

focus on the summary provided by LSI as Appendix B to Complainants’ Initial Response, or 

refer to the licenses themselves. 

2. Realtek’s Summary of LSI’s Offers is Factually Flawed. 

Realtek states that “the evidence shows that  

 the respondents in this investigation.”  (RIR 

at 24.)  This is false.  In addition to its summary of its licenses, in Appendix C to the 

Complainants’ Initial Response LSI provided a summary – and citation to the record – of its (or 

its predecessors’) initial offers to entities currently licensed to the ‘663, the ‘867 and/or the ‘663 

patents, and a comparison of those initial offers to the LSI’s initial offers to Realtek and Funai.
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This summary demonstrates that Realtek’s statement is false.  For example,  

, see CX-1006C 

( ),  

, and each of those entities has successfully negotiated  

 licenses that includes the ‘867 and ‘958 patents. See Declaration of Kevin M. Bell in 

Support of CIR (“Bell Decl.”), Ex. 59 ( ) at 

LSIAgere837-00476947-52; CX-1084C ( ) at 86-88.

In addition,  

, see CX-1007C ( ),  

, each of which has 

taken a license that includes the ‘867 and ‘958 patents. See Bell Decl. Ex. 52 (  

); Bell Decl. Ex. 53 ( ); CX-1508C 

( ) at 8; CX-1078C (  

) at 19.  LSI  potential licensees with 

whom license negotiations are ongoing, and thus are not reflected in Appendix C. See, e.g., Bell 

Decl., Ex. 60 ( ) (  

 

); CX-1209C ( ) (  

); Bell Decl., Ex. 61 ( ) (  

 

). 

Moreover, misleadingly, Realtek continues to seek to equate terms of LSI executed 

licenses (which were the product of  back-and-forth negotiations  
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) to LSI’s  offer to Realtek.  Appendix C reflects the fact that LSI 

 

 

, consistent with LSI’s RAND obligation to provide non-

discriminatory license terms to its SEPs.  CX-1599C (Waskiewicz Direct Witness Statement) at 

27-28, Q&A 115-116.  Through the give-and-take of negotiation, as the needs of the prospective 

licensee are made clear, the shape of the license will develop and take form.  As reflected in the 

Appendix B,  

 

 LSI believes it is able to maintain fairness and consistency in its licensing program 

and, importantly, a faithful adherence to the principle of non-discrimination that is embodied in 

the RAND commitment.  Such an approach can only operate effectively, however, with willing 

licensees.  Realtek never has been a willing licensee, which prompted the ALJ, looking at the 

entire record, to conclude that there exists a “failure to agree to terms for the licensing asserted 

SEPs [that] cannot be attributed to Complainants.”  (ID at 359.)   

A. Question No. 4: Industry Practice For Licensing 

In response to the Commission’s request for a discussion of the industry practice for 

licensing patents involving similar technology, LSI offered a thorough discussion of the 

challenges faced by entities in licensing such patents.  (CIR at 43-51.)  Complainants’ Initial 

Response identifies numerous issues at play in licensing patents in this area, including (a) a 

negotiation process with a near-universal need for multiple discussions between the parties, (b) 

licensee preference for portfolio licensing rather than single patent licensing, (c) licensor 

preference for system-level licenses, (d) issues related to the term of the license, and (e) the 

prevalence of various forms of consideration.  (Id.)  In contrast, Realtek merely states that there 
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is no industry practice other than evidence that parties “may negotiate licenses to portfolios of 

patents.”  (RIR at 25.)   

Moreover, Realtek contends that the “industry practice for licensing patents involving 

technologies similar to the technologies in the ‘663, the ‘958, and the ‘867 patents” can be found 

by reviewing the results of litigation, specifically the Microsoft Corp. v. Motorola Inc. and the In

re Innovatio IP Ventures, LLC litigations.  (RIR at 25-26.)   

, the industry practice is to negotiate and seek to reach an agreement, and not to 

litigate over the appropriate royalty rate of a RAND-encumbered patent. The Microsoft case and 

the Realtek N.D.Cal. case are unprecedented attempts to inject judicial oversight into what 

historically have been private licensing negotiations.  In addition, while pointing to litigation as 

some sort of norm, Realtek offers no context for these litigations: Realtek does not explain the 

patents at issue in either litigation, how these patents relate to the patents at issue in this 

Investigation, or compare the parties to LSI and/or Realtek.  As such, the two litigations cited by 

Realtek do not represent industry practice for licensing similar technology to the patents in suit.

B. Question No. 5: Determination of RAND Rate And Licensing Terms 

LSI agrees with Realtek that the only forum in which a RAND rate for the ‘958 and the 

‘867 patents is at issue is in the parallel proceeding in the Northern District of California.  On 

June 29, 2012,    

, Realtek filed a lawsuit in the United States District Court 

for the Northern District of California in which it seeks determination of a RAND rate for the 

‘958 and the 867 patents.  That case is presently scheduled for trial on February 10, 2014.  To 

date, a RAND rate for the ‘958 and the ‘867 patent has not been determined.  LSI further notes 

that while the district court found a breach of LSI’s commitments to the IEEE based on the 

supposed fact that LSI filed the Complaint in this Investigation before sending a proposal to 
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Realtek, the district court has not determined whether LSI’s    was either 

unreasonable or discriminatory. 

1. Realtek Failed to Provide “Specific Licensing Terms” for the ‘958 and 
‘867 Patents 

The Commission specifically requested that all parties provide “specific licensing terms 

for the ‘663, the ‘958, and the ‘867 patents that each believe are reasonable and non-

discriminatory.”  In compliance with the Commission’s request, LSI provided a high-level term 

sheet for both Funai and Realtek that provides  

.  (CIR, Appendices D &E.)  In contrast, 

Realtek only provides a statement that it would  

 

.  (RIR at 26).  Realtek offers no other licensing terms to assist the Commission.  This 

is yet more evidence that Realtek is not a willing licensee. 

2. Realtek’s Proposed Royalty Rate is Based on Unreliable Facts and 
Expert Opinion Not Offered During this Investigation 

Realtek’s unreasonable royalty rate finds no support in the facts and testimony developed 

during the course of this Investigation.  Instead, all evidence cited by Realtek in support of its 

royalty rate is presented in expert reports taken from the Northern District of California 

proceeding.  (RIR at 26-38.)  As found by the ALJ, during the course of this Investigation, 

“Realtek has not offered evidence showing which terms might constitute a RAND offer or 

license.”  (ID at 357.)  The lack of evidence during the hearing was specifically cited by the ALJ 

as a reason for finding that Complainants did not breach their RAND obligations:  “Lack of 

evidence in important areas of Realtek’s case, and Realtek’s refusal to negotiate with 

Complainants under its argument that Complainants breached their RAND obligation under 

theory of breach of contract/promissory estoppel.”  (ID at 358.)  Now, in its briefing on public 
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interest, Realtek seeks to supplement the otherwise closed record with expert opinions not 

previously disclosed in this Investigation. 

For example, Realtek seeks to rely on an unsworn report served in the Northern District 

of California proceeding by Dr. Gregory Leonard.  Dr. Leonard served as Funai’s expert during 

this Investigation but provided different testimony.17  Realtek also relies heavily on the report of 

Dr. Matthew Shoemake (also without a sworn declaration), a witness never disclosed in this 

Investigation.  Realtek offers no explanation as to why it could not have developed this 

testimony during the course of the Investigation.  Moreover, the opinions of Drs. Leonard and 

Shoemake that Realtek cites in its statement have not been tested in court; trial in the Northern 

District of California proceeding is not scheduled to begin until February 10, 2014, and the 

district court has not passed judgment on the usefulness of this testimony with respect to the 

appropriate royalty rate.  As such, the opinions of Drs. Leonard and Shoemake are tardy and 

unreliable, and should not be considered by the Commission. 

3. Realtek’s Supposed RAND Royalty Rate is Not Supported by the 
Facts

Should the Commission consider the unsworn reports of Drs. Leonard and Shoemake 

attached to Realtek’s statement, their opinions do not stand up to scrutiny.  First, Realtek 

contends, without citation to law or citation of evidence, that the ‘958 patent and ‘867 patents 

have low value because they  

  (RIR at 28.)  Even if  

, it is a complete fabrication to suggestion that  

, such as the ‘958 and ‘867 patents.  In short, this 

untested and uncorroborated testimony is worthless. 

17 Realtek did not provide a sworn declaration from Dr. Leonard, and only attached Dr. 
Leonard’s report to its statement.  (RIR, Ex. 2.) 



PUBLIC VERSION

37

In contrast, Dr. Kevin Negus, LSI’s own expert in this Investigation, submitted an expert 

declaration in this proceeding in support of Complainants’ Initial Response that shows that the 

‘958 and the ‘867 patent are amongst the most valuable WLAN patents, infringed by most, if not 

all, products that interoperate with the 802.11 standards. (Negus Decl., at ¶¶ 58, 75.)

Second, Realtek contends that  

.  (RIR at 28, n. 6.)  Realtek’s comparison makes no sense.  LSI does 

not contend that the ‘958 patent and the ‘867 patent cover the entirety of the 802.11 standard – 

instead, the value of these patents is derived from relative value the patents compared to other 

patents infringed by the same products.  As Dr. Negus notes, the ‘958 and ‘867 patents are 

amongst the most-valuable patents related to the 802.11 standard.18

a. Realtek Incorrectly States That Alternatives to the ‘958 Patent 
Existed at the Time the 802.11b Standard was Adopted. 

Beyond its reliance on the flawed  measurements of 

“value,” Realtek’s new evaluation of the ‘958 patent relies on Dr. Shoemake’s analysis that 

concludes that the ex-ante value (i.e., before adoption in the standard) of the ‘958 patent is nearly 

zero.  (RIR at 28-32.)  Dr. Negus’s recitation of the history of the adoption of the 802.11 

standard, and the role that the technology disclosed in LSI’s patents played in the process, 

directly refutes Dr. Shoemake’s opinions. 

Realtek contends that alternatives to the CCK technology existed at the time of adoption 

of the 802.11b standard.  (RIR at 29.)  This is false.  As discussed in detail by Dr. Negus, each of 

the proposals was rejected in voting by the 802.11 Working Group based on technical 

inadequacies in that proposal – including the proposal of LSI’s predecessor, Lucent.  (Negus 

18 Even if  was relevant, which it is not,  

  Realtek’s own  
underestimates the “value” of the ‘958 and the ‘867 patent . 
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Decl., at ¶¶ 30-37.)  As a result of the rejection of each of the proposals, Lucent Technologies 

and Harris Corporation worked together to create a joint proposal that solved the issues identified 

by the 802.11 Working Group.  (Negus Decl., at ¶¶ 49-54.)  Lucent’s CCK functionality formed 

the heart of this proposal. Id.  In fact, Carl Andren of Harris Corporation testified on behalf of 

Respondents during the hearing in this Investigation, specifically acknowledged that the CCK 

contribution to the joint proposal solved the key problems and led to adoption of the Lucent-

Harris proposal by the 802.11 Working Group.  (Negus Decl., at 52; Andren, Tr. 887, 891-92, 

894-5, 915-19) 

Moreover, the PBCC mode mentioned by Realtek in its statement could not be 

considered an alternative to CCK at the time of adoption of the 802.11b standard.  As Dr. Negus 

describes, PBCC could not have been adopted because the technology required a modification of 

FCC 15.247 rules of operation at 2.4GHz, a rule change that did not occur until three years after 

the standard was adopted.  (Negus Decl., at ¶ 43.)  Indeed, if Dr. Shoemake had testified in this 

Investigation, the evidence would show that  

 his position today. 

Finally, Realtek implies (without any citation or justification) that “had the Working 

Group known that Complainants would threaten adopters of infringing with injunctions, 

excessive royalty demands, and discriminatory preferences in licensing practices, it could have 

adopted alternative technologies” to the ‘958 patent.  (RIR at 29.)  Rather than evidence, this is a 

host of false premises followed by rank speculation.  No court, including the ALJ in this 

Investigation, has found that LSI’s licensing practices are discriminatory, or that its royalty 

demands are excessive.  Further, there is no evidence in the record of LSI ever denying a license 

to the ‘958 or ‘867 patents to any party who wanted one.  In contrast, LSI has licensed these 
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patents .  Finally, as explained by Dr. Negus, the record reflects 

that the Working Group rejected every other proposal on technical merits.  (Negus Decl., at ¶¶ 

30-37.)  The only proposal that had viability was the Lucent/Harris proposal that actually was 

adopted – driven by the contributions of LSI’s predecessor, Lucent.   

b. Realtek Incorrectly Argues that Alternatives Existed to the 
Technology from the ‘867 Patent that was Adopted in the 
Standard.

Realtek also is incorrect in claiming that alternatives existed to the alleged “power save 

modes” that Realtek claims to be the key contribution of the ‘867 patent to the 802.11 standard.

The ‘867 Patent relates to synchronization in a WLAN, and none of the independent claims at 

issue in this Investigation recite any limitation that is dependent on “power saving modes.”  

Furthermore, because the ‘867 Patent is directed towards synchronization of products that 

implement the 802.11 timing synchronization function (or “TSF”), the value of power savings is 

not directly related to the value of the ‘867 Patent.  (Negus Decl., at ¶ 72.)  Rather, adoption of 

the technology taught in the ‘867 Patent was a key enabler in retaining a CSMA-based MAC 

layer in 802.11.  CSMA delivers significant performance advantages in a WLAN compare to 

other alternatives regardless of whether a particular device implements power saving modes.  

(Negus Decl., at ¶¶ 72-76).  For example, none of the independent claims 20, 26, 34, 47 or 49 

recite any limitation referencing a “receiver ‘waking up’ at specific times.”  Thus, an allegedly 

non-infringing alternative wherein a device determines “its own time to wake” is not relevant.  

Moreover, the 802.11 standard provides no option for any compliant device to omit the timing 

synchronization functionality.  Therefore, there is no evidence that alternatives to the TSF 

function disclosed in the ‘867 patent existed at the time of adoption of the 802.11 standard. 
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c. Realtek’s Unrelated, Unproduced License with Third-Party 
 is Not an Appropriate Comparable License 

Realtek’s proposed royalty rate for LSI’s ‘958 and ‘867 patents is not based upon any of 

the  licenses that LSI entered into as part of its licensing program.  Realtek’s expert 

rejected all of those licenses as comparable.  Instead, the rate is based on Realtek’s own license 

with third-party .  That license has not been produced in this Investigation, received no 

review or testimony during the course of the Investigation, and is only discussed here because 

Realtek selected it as a comparable license in the Northern District of California proceeding.  No 

court has heard testimony on the license, and thus there is nothing but the unsworn report of Dr. 

Leonard to support the conclusion that the Realtek’s license with  is the appropriate 

comparable license.19

Realtek’s license with  does not represent an appropriate comparable royalty 

rate for the ‘958 and the ‘867 patent for at least two reasons. First, the  license can 

arguably represents a comparable license only if a fact finder were to determine that the ‘958 and 

the ‘867 patents have no value to the standard.  As discussed above, Realtek failed to provide 

compelling evidence during the hearing, and now in its statement, that the ‘958 and the ‘867 

patents have little value to the standard.  Dr. Shoemake’s opinion (if considered) is rebutted by 

Dr. Negus’s opinions about the history of the adoption of the 802.11 standard, and Realtek’s 

alternative measures of value ( ) are flawed.  As LSI’s long-

standing practice of licensing its patents reflects, the ‘958 and ‘867 patents bring considerable 

value to the 802.11 standard.  Therefore, the  license is not an appropriate comparable. 

Second, the  license cannot be an appropriate comparable license as Realtek 

makes no effort to identify how the patents licensed under this license compares to the ‘958 and 

19 Realtek elected to not even attach its license with  to its Statement, thus depriving 
the Commission the opportunity to examine the license for itself. 
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the ‘867 patent.   

, but that is where Realtek’s analysis stops.  (RIR at 33-

34.)  Realtek does not identify the types of technology included with the  patents, how 

such patents provide value to the 802.11 standard, or how LSI, Realtek and  compare 

as the licensing parties.  Instead of offering such evidence or comparison, Realtek only focuses 

on the fact that this license ultimately results in a low per unit royalty rate, which, after all, is the 

only fact that Realtek cares about.  Thus, the  license is not an appropriate comparable 

license.20

d. LSI Does Not Rely On the Report of its Expert in the Northern 
District of California. 

Finally, Realtek expends great effort in addressing LSI’s  

 in the Northern District of California proceeding.  (RIR at 

35-38.)  The , is inapplicable 

here as LSI’s own licensing term sheet offers a reasonable and non-discriminatory rate and terms 

for  the ‘958 and the ‘867 

patents.  (CIR, Appendix E.)

20 Realtek seeks to buttress its opinion by pointing to a royalty rate determined for certain 
WLAN patents in the Microsoft v. Motorola litigation.  (RIR at 34.)  The Microsoft decision 
itself makes clear that it cannot be applied to other, unrelated cases such as this.  At the outset, 
the court in Microsoft made clear that RAND does not specify a single rate, but rather that 
RAND royalties comprise a range.  Microsoft Corporation v. Motorola, Inc., No C10-1823JLR, 
2013 WL 2111217, at *1 (W.D. Wash. Apr.25, 2013).  Further, the court found that the RAND 
range should be informed by the value the patents contribute to the standard: “Importantly, the 
court determines that the parties in a hypothetical negotiation would set RAND royalty rates by 
looking at the importance of the SEPs to the standard and the importance of the standard and the 
SEPs to the products at issue.” Id. at *3.  In other words, standard essential patents are not 
created equally; one must assess the value contributed by the individual patents at hand and not 
treat those patents as interchangeable. See also id. at *20 (“Thus, a patent that is extremely 
important and central to the standard would reasonably command a higher royalty rate than a less 
important one.”). Realtek completely ignores the fact-specific nature of royalty determination in 
Microsoft and makes no effort to tie the facts of Microsoft to the facts of this case. 
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In the Northern District of California proceeding, LSI’s rebuttal expert, Dr. Anne Layne-

Farrar,  

 

.  (RIR, Ex. 4 at ¶ 170(c).)  Dr. Layne-Farrar states:  “  

 

.”21

(Id.)  In response to the Commission’s question, and consistent with its belief that  

, LSI’s identification of 

RAND terms for Realtek  

.

e. Realtek Misconstrues the Record and the Opinions of LSI’s 
Expert in the Northern District of California Proceeding. 

To the extent necessary, LSI addresses Realtek’s statements that misconstrue the opinions 

of Dr. Layne-Farrar.  First, Realtek states, without justification or support, that LSI’s license with 

 Dr. Layne-

Farrar in the Northern District of California proceeding, represents patent-holdup and “not an 

arms-length transaction reflecting a RAND royalty.”  (RIR at 35-36.)  There is no basis for 

Realtek’s statement.  When  

 

.  CX-1078C ( ).   

 yet,  did not sue for breach 

of RAND commitments.  Instead,  negotiated.   

21 Earlier in the same report, Dr. Layne-Farrar stated that “  
.”  (RIR, 

Ex. 4, at ¶ 143.)
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 discussions and, ultimately, 

 negotiated a reasonable and non-discriminatory license agreement  

 the ‘958 and ‘867 patents.  CX-0035C (  

).  This is not an unusual experience, as evidenced by the fact that  

license agreements involving the three LSI SEPs in this investigation,  

.

There is not a shred of evidence in the record that LSI and  license represents patent 

hold-up or that LSI and  did not engage in arms-length negotiation. 

Second, with respect to the Via Licensing pool, Dr. Layne-Farrar  

 

 the Via Licensing pool.  For example, Dr. Layne-Farrar  

 

 

.  (RIR, Ex. 4, at ¶¶ 78-82.)  Dr. Layne-Farrar,  

 

. (Id. at ¶ 83.)  To that end, Dr. 

Layne-Farrar  the Via Licensing 

pool.

In her analysis , Dr. Layne-Farrar  

.  For example, Dr. 

Layne-Farrar  
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.  (Id. at ¶¶ 113-115.)  Dr. Layne-Farrar  

.  (Id. at ¶¶ 122.)   

, Dr. Layne-

Farrar  the Via Licensing 

pool.  (Id. at 62, n. 148.)   

 Dr. Layne-Farrar  

 

.  (Id. at, ¶¶ 122-129.) 

Finally, Dr. Layne-Farrar does not  

.  From the outset, Dr. Layne-Farrar states that a “  

 

 

.”  (Id. at ¶ 117.)  , Dr. 

Layne-Farrar  

. Id.   

 

  (Id. at 60-61, n. 140-144.)  Dr. 

Layne-Farrar also  

 

.  (Id. at 85- 88.)

Despite Realtek’s complaints to the contrary, Dr. Layne-Farrar also  
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. Specifically, Dr. Layne-Farrar states as follows: 

Dr. Leonard  
. As discussed above, this 

approach fails to  
. As a result,  is a flawed method 

 
. As 

noted earlier, RAND licenses in the industry  
. As such,  

 
 Moreover, the  

 the Via Licensing patent pool  
 
 

 
 

 This method, however,  

 
Dr. Leonard’s  

 approach. 

(Id. at ¶¶ 137-139 (emphasis added).)  Thus, because , in her 

expert opinion, to , Dr. 

Layne-Farrar  

 the 

value of the ‘958 and the ‘867 patents  

. 

f. LSI’s  
in the Northern District of California Proceeding. 

Finally, LSI’s current offer of RAND terms to Realtek, as reflected in Appendix E of 

Complainants’ Initial Response, is consistent with its position in the Northern District of 

California proceeding.  On October 7, 2013, LSI and Realtek conducted a court-ordered 

mediation with Magistrate Judge Paul Grewal in the Northern District of California.  (See 
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Declaration of Warren K. Waskiewicz (“Waskiewicz Decl.”) at ¶¶ 3-5.)  During the conference, 

Realtek,  (via the magistrate judge):  

 

 

.  (Id. at ¶ 8.)  In other words, not only does 

Realtek refuse to pay LSI any royalty – let alone a reasonable royalty – for using the technology 

claimed in LSI’s ‘958 and ‘867 patents.  But Realtek  

 seeking to enforce its patents before the International Trade Commission 

following Realtek’s refusal to engage in licensing negotiations.22  (Id.)  After  

 

 

 

 

.  (Id. at ¶ 9.)  Realtek . 

Now, in response to the Commission’s inquires, LSI offers  

 

 

 in the Northern District of California proceeding.  (CIR, Appendix E.)  Thus, LSI 

22 Considering that LSI has  
companies that have licensed these and its other WLAN patents over the years, Realtek’s 

 
 

 LSI’s offers to license the patents-in-suit.  Id. at ¶ 10.
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 offer Realtek a license on reasonable and non-discriminatory 

terms, while Realtek  license to LSI’s patents.

C. Question No. 6: Constructive Refusal To Negotiate A License 

LSI has not engaged in patent holdup or applied undue leverage against Realtek.  As laid 

out in detail in Complainants’ Initial Response, the opposite is true:  Realtek is engaged in 

“patent hold out,” that is continuing to infringe valid patents without making any serious effort to 

secure a license.  LSI established that while Realtek professed itself a “ ” in the 

district court,  

 

.  In other words, Realtek is not willing to 

negotiate anything; Realtek is only willing to enter a license after litigation, a position that is 

completely antithetical to the purpose of standards bodies in erecting the RAND framework.  

(CIR at 52-54.)  This attitude of recalcitrance is precisely why LSI’s efforts,  

, have proven utterly futile.  Realtek has refused to negotiate a 

license and unabashedly has chosen to file lawsuits seeking to threaten and coerce LSI.  The ALJ 

agreed, finding that  Realtek has refused to negotiate with LSI.  (ID at 

356.)

This evidence is relevant to whether section 337 remedies with respect to SEP patents 

would be detrimental to competitive conditions in the U.S. economy because the evidence 

underscores the threat that “patent hold out” presents to effective standards-based licensing 

programs like the IEEE’s 802.11 standard and ITU-T’s H.264 standard.  While the legal (and 

public sentiment) pendulum currently is swinging strongly in favor of diminishing the rights of 

patent holders, the fact is that companies like Realtek, who are prospective licensees, pose a 

threat to the patent system.  Claiming harm from “patent hold up” and “patent stacking,” but with 
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no evidence of either, Realtek would have the Commission create a rule that exclusion orders 

could never be available in cases involving SEPs.  This would be a fine rule for entities that 

create no intellectual property or that “innovate” by copying the inventions of others.  As Realtek 

is attempting here, such companies would be able to reject whatever RAND proposal they 

receive, file suit claiming a RAND violation, and tie up the prospective licensor for several 

years, all the while using the licensor’s patented technology. 

Moreover, Realtek’s complaints that LSI have applied “undue leverage and engaged in 

patent hold up” do not stand up to scrutiny.  (RIR at 39-43.) First, there are no contractual 

provisions that prevents a SEP patent holder from seeking injunctive relief against an unwilling 

licensee, particularly when the licensee refuses to negotiate as found by the ALJ in this 

Investigation. See Part II.A, supra.  Second, LSI provided what it believed to be a RAND 

proposal .  No court has determined that 

LSI’s    is unreasonable or discriminatory, and  

 licenses.  The  

 four separate litigations,  

.  Thus, the ALJ is correct in 

finding that there is a “failure to agree to terms for the licensing asserted SEPs [that] cannot be 

attributed to Complainants.”  (ID at 359.) 

As described above and evidenced in testimony and documents presented to the ALJ, 

Realtek has refused to negotiate toward a RAND license.  Under existing law, and for sound 

reasons of public policy, an exclusion order remains a form of relief available to patent holders, 

especially given the facts of this case.  The Commission is authorized to enforce the patent rights 

of all patent holders, and holders of SEPs are no exception.  None of the statutory public interest 
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factors overcomes the strong showing that an exclusion order is the only appropriate remedy in 

this Investigation. 

III. COMPLAINANTS’ RESPONSE TO RESPONDENTS’ STATEMENTS 
REGARDING REMEDY AND BOND 

A. Remedy

1. Limited Exclusion Order 

a. Limited Exclusion Orders Covering All Infringing Products, 
Regardless of Model Number, are Appropriate. 

Realtek and Funai request the Commission to deviate from decades of practice and issue 

an exclusion order that (a) specifically identifies products found to infringe and (b) specifically 

carves-out products that were not accused.  (FIR at 42-43; RIR at 48-9.)  Contrary to 

Respondents’ proposition, “Commission practice is to direct remedial orders to all products 

‘covered by’ the asserted claims as to which a violation has been found, not to limit the orders to 

only those specific models selected for the infringement analysis.” Mobile Telephone Handsets, 

Wireless Communication Devices, and Components Thereof, Inv. No. 337-TA-578, Final Initial 

and Recommended Determinations at 255-56, 2007 ITC LEXIS 1451, *386-*387 (Dec. 12, 

2007); see Hardware Logic Emulation Systems and Components Thereof, Inv. No. 337-TA-383, 

Comm’n Op. at 16, 1998 ITC LEXIS 138, *31-32 (Mar. 31, 1998). 

“The Commission has always issued its orders in terms of ‘infringing’ products, and has 

always intended them, as in this case, to prohibit future importation or sale of products which 

were not specifically adjudged infringing in the violation proceeding, but do in fact infringe.” 

Certain Erasable Programmable Read Only Memories, Components Thereof, Products 

Containing Such Memories, And Processes For Making Such Memories, Inv. No. 337-TA-276, 

1991 ITC LEXIS 1331, *15 (Aug. 1, 1991).  Indeed, the Commission has consistently held that 

exclusion orders should not be limited to specific models, because any such limitation “merely 
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invites an unscrupulous respondent to change the model numbers to circumvent the order.” 

Certain Agricultural Vehicles and Components Thereof., Inv. No. 337-TA-487, 2004 ITC LEXIS 

247 (Jan. 13, 2004) (citing Certain Cellular Radiotelephones and Subassemblies and 

Components Parts Thereof, Inv. No. 337-TA-297, Commission Opinion at 5 (Aug. 29, 1989)).   

Furthermore, to the extent that Respondents believe that certain products should not be 

subject to an exclusion order, then they may avail themselves of Commission Rules 210.76 and/or 

210.79, which provide that a party may petition the Commission to modify or rescind an order (19 

C.F.R. § 210.76) or may request that the Commission issue an advisory opinion as to whether its 

product is subject to the order (19 C.F.R. § 210.79).  Thus, the Commission has regulatory 

safeguards that are available to Respondents to prevent the enforcement of an exclusion order 

against products that are proven not to infringe.

Respondents have not offered any evidence or compelling reason to deviate from the 

Commission’s long-standing practice and, accordingly, a limited exclusion order covering all of 

Respondents’ infringing products, regardless of model number, is appropriate. Certain 

Agricultural Vehicles and Components Thereof., Inv. No. 337-TA-487, 2004 ITC LEXIS 247 

(Jan. 13, 2004).  Furthermore, procedural safeguards, like a certification provision and the 

Commission’s ability to issue advisory opinions (Commission Rule 210.79), alleviate any 

potential risk to legitimate trade. 

b. A Limited Exclusion Order Covering Funai’s Infringing 
Downstream Products is Appropriate. 

From January 2011 through October 2012, Funai imported into the United States, sold for 

importation into the United States, and sold after importation into the United States accused 
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downstream products, .23  Accordingly, an EPROM analysis is not 

required24, and the Commission should issue a limited exclusion order covering Funai’s 

infringing products.  19 U.S.C. § 1337(d)(1). 

Although an EPROM analysis is not required in light of Kyocera, even if such an analysis 

is performed, as Funai advocates, the evidence and testimony clearly establish that the equities 

weigh in overwhelming favor of including downstream products in the limited exclusion order. 

i. EPROM Factor 1: Qualitative and Quantitative Basis. 

Qualitative Basis 

Funai’s attempts to marginalize the qualitative value of the infringing chips to the 

infringing downstream products (FIR at 27-33) are contrary to the record, and properly rejected 

by the ALJ in the RD.  (RD at 6.)  It is well settled that, if the infringing article constitutes a 

large portion of the qualitative value of the downstream product, as it does in this Investigation, 

exclusion of the downstream product is appropriate.  (RD at 6); Certain Baseband Processor 

Chips and Chipsets, Transmitter and Receiver (Radio) Chips, Power Control Chips, and 

Products Containing Same, Including Cellular Telephone Handsets (“Baseband Processors”),

Inv. No. 337-TA-543, Comm’n Op. on Remedy, the Public Interest, and Bonding at 36-37 (June

23 RX-008C.0031(Vander Veen Stmnt) at Q.120; JX-0030C (Sept. 26, 2012  Dep.) 
at 80:20-95:14 and (Jan. 16, 2013  Dep.) at 12:14-15:19, 18:6-23:6, 29:16-30:18, 
44:8-93:2, and 96:8-124:25; JX-0037C (Sept. 26, 2012  Dep.) at 18:23-25:15, and 36:10-
45:10; RPX-001C; RPX-004C; RPX-005C; RPX-006C; RPX-007C; RX-2463C at Responses to 
Interrogatory No. 1.
24 See Certain Semiconductor Chips Having Synchronous Dynamic Random Access Memory 
Controllers and Products Containing Same, Inv. No. 337-TA-661, Comm’n Op. (Aug. 10, 2010) 
(no EPROM analysis); Certain Optoelectronic Devices, Components Thereof, and Products 
Containing Same, Inv. No. 337-TA-669, Comm’n Op. (July 26, 2010) (no EPROM analysis);
Certain Cast Steel Railway Wheels, Processes for Manufacturing or Relating to Same and 
Certain Products Containing Same, Inv. No. 337-TA-655, Comm’n Op. (Mar. 19, 2010) (no 
EPROM analysis) 
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19, 2007); Certain Condensers, Parts Thereof and Products Containing Same, Including Air 

Conditioners for Automobiles, Inv. No. 337-TA-334, Comm’n Op. at 18 (September 10, 1997).   

As it did before the ALJ, Funai again ignores the sworn testimony of Complainants’ 

technical experts, supported by the record evidence, to suggest that the infringing chips provide 

no qualitative value to the infringing downstream products.  (FIR at 31-33.)  Indeed, the RD 

notes, and Complainants’ technical experts testified, the asserted ‘958, ‘867 and ‘663 patents are 

standards-essential patents that are required in order for the accused downstream products to 

perform the 802.11 IEEE WiFi standard and H.264 ITU-T standard, respectively.  CX-1643C 

(Negus Rebuttal Witness Statement) at 4, Q&A 7, 10, Q&A 51; CX-1597C (Reinman Direct 

Witness Statement) at 77, Q&A 221.  The asserted ‘958, ‘867 and ‘663 patents are standards-

essential patents that are required in order for the accused downstream products to perform the 

802.11 IEEE WiFi standard and H.264 ITU-T standard, respectively.  CX-1643C (Negus 

Rebuttal Witness Statement) at 4, Q&A 7, 10, Q&A 51; CX-1597C (Reinman Direct Witness 

Statement) at 77, Q&A 221.  Likewise, Complainants’ expert witness, Dr. Acton, testified that 

using the technology described in the ‘087 patent simplifies video decoder systems, thus 

reducing the total memory needed for and cost of such systems in multimedia devices, such as 

Funai’s Blu-Ray disc players.  CX-1594C (Acton Statement) at 12-15.  Funai completely ignores 

this testimony. 

Funai, instead, elects to (again) rely on its economic expert, Vander Veen, to suggest that 

the infringing chips provide no qualitative value to infringing downstream articles.  However, 

even Vander Veen opined that, with respect to Funai’s downstream products, only  of Funai’s 

US sales were for downstream WiFi products but those products generated  of the 

total revenue from sales of all accused downstream products.  RX-008C (Vander Veen 
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Statement) at Q&A No. 90.  If WiFi functionality provided no qualitative value, the why would 

such products (a) be sold in the United States and (b) represent  of the total revenue of sales 

of infringing downstream products.  Clearly, including WiFi functionality in Funai’s accused 

downstream products significantly adds to their qualitative and quantitative value.  (CX-1642C 

(Kerr Rebuttal Statement) Q. No. 19.) 

Accordingly, when the qualitative value of the accused semiconductor chips and chipsets 

is compared to the value of the Funai’s downstream consumer electronics products, this factor 

weighs heavily in favor of excluding the downstream consumer electronics products.  Id.

Quantitative Basis 

Funai again suggests that the only proper analysis under the first EPROM factor is to 

compare the cost of the mass-produced semi-conductor chip to the end sales price of Funai’s 

downstream consumer electronic product.  (FRPIB at 28-31.)  As set forth below, Funai’s 

assertions lack merit as they are based on the testimony of a discredited witness, Vander Veen, 

and on rejected evidence.  Moreover, assuming arguendo, Vander Veen’s testimony was based 

on evidence in the record, the flawed opinion actually supports issuance of limited exclusion and 

cease and desist orders covering Funai’s products given the substantial qualitative value of the 

infringing chip to the downstream product.  (RD at 6.) 

As a threshold matter, Funai’s reliance on Vander Veen is “misplaced,” as his testimony 

employs the same flawed analysis that he used (and was rejected by the ALJ) in Certain

Semiconductor Chips and Products Containing Same, Inv. No. 337-TA-753, Initial and 

Recommended Determination at 372-3(Mar. 2, 2012) (finding reliance on Vander Veen for 

quantitative analysis misplaced).  There, Judge Essex found Vander Veen’s testimony under 

EPROM Factor 1 “suspect” because of Vander Veen’s:
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(1) use of inflated pricing information; (2) failure to distinguish certain downstream 

products (e.g., motherboards, server cards, hard drives, etc.) that are imported without being 

incorporated into larger downstream products (e.g., computers, servers, etc.); and (3) assumption

(without evidentiary support) that certain products for which he lacked pricing information can 

be treated the same as other products for which limited pricing information was provided. 

Certain Semiconductor Chips, Inv. No. 337-TA-753, at 372 (record citations omitted) 

(emphasis added).  Apparently, having not learned his lesson from the Semiconductor Chips 

Investigation, Vander Veen attempts to use the same flawed analysis here. 

Indeed, Vander Veen’s analysis is unreliable and should not be considered because it is 

based almost entirely on a rejected exhibit (RX-1728C)25 and incomparable pricing information 

(e.g., price of a mass produced chip compared to the sales price of an end user consumer 

electronics product).  When rejected exhibit RX-1867C is taken out of the equation, Funai does 

not and cannot offer any credible quantitative analysis because there is no evidence establishing 

the cost of the mass-produced infringing chips.   

Moreover, even if there was any admitted evidence relating to the value of chip, which 

there is not, Vander Veen’s opinion lacks credibility because the economic value of a complex 

product is not measured by comparing the cost of a mass-produced chip to the retail sales price 

of a downstream product.  CX 1642C (Kerr Rebuttal Statement) at 9-10, Q&A No. 15.  As Funai 

manufactures the accused downstream products, Vander Veen could and should have compared 

the cost of the chips to the cost of the downstream goods sold.  Instead, as in Semiconductor

Chips, Vander Veen used inflated pricing information, which does not factor out the profit and/or 

25 See Order No. 85. 
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labor and manufacturing costs that go into the final sale of the downstream product, in order to 

artificially lower the relative value.  See CX 1595C (Kerr Statement) at 108-109 (Q. No. 422). 

In any event, even under Dr. Vander Veen’s flawed and improper analysis, which is 

based in large part of a rejected exhibit (RX-1867C),  of the value of the downstream 

sales price is quantitatively significant. See Certain Electrical Connectors and Products 

Containing Same, Inv. No. 337-TA-374, USITC Pub. No. 2981, Comm’n Op. on Remedy, the 

Public Interest and Bonding, 1996 WL 1056313, at *8-12 (July 1996) (issuing downstream 

exclusion order where infringing component comprised 2-3% of downstream product). 

Accordingly, as in Semiconductor Chips, Vander Veen’s opinion suffers from fatal 

evidentiary and practical defects and Respondents’ reliance on such “suspect” testimony is 

“misplaced.”  Certain Semiconductor Chips, Inv. No. 337-TA-753, at 372.  The RD, therefore, 

correctly found that EPROM Factor 1 weighs in favor of excluding downstream products made 

by or for Funai. 

ii. EPROM Factor 2: Identity of the Manufacturer of the 
Downstream Products. 

Funai admits that  the downstream products at issue.  

Accordingly, as the RD found, because  

, there is no impediment to issuing an exclusion order covering 

downstream products.

iii. EPROM Factor 3: Incremental Value to Complainants 
of the Exclusion of the Downstream Products. 

The RD correctly found that “[w]ith respect to the third EPROMs factor (incremental 

value), the record shows that it strongly favors the inclusion of downstream products.”  (RD at 

7.)  Even though Funai’s expert, Vander Veen, agreed that Complainants will receive some 

benefit from an exclusion order covering downstream products, Funai, again, asserts otherwise.
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In order for Complainants to receive any value from relief issued in this Investigation, an 

LEO that covers infringing downstream products is necessary.  See CX 1595C (Kerr Statement) 

at 12, 107, Q&A Nos. 53, 418.  This is because the accused semiconductor chips and chipsets are 

not imported in any significant amount except as a component in Funai’s consumer electronic 

products.  CX 1595C (Kerr Statement) at 105, Q&A No. 418.  Indeed, Funai’s expert Vander 

Veen testified that, from January 2011 through October 2013, Funai has imported and sold in the 

United States  accused downstream products.  RX-008C.0031(Vander 

Veen Stmnt) at Q&A No. 120.  There is no evidence whatsoever as to the volume of components 

Funai has imported, if any. See RX-0008C (Vander Veen Statement) at Q&A No. 103 

(admitting that “ ”).   

It is not appropriate to assess whether Complainants’ or their licensees’ sales will 

increase if the downstream products are covered by the exclusion order, as Respondents again 

advocate.  As the Commission held in Certain Baseband Processors, “[f]irst, to engage in such 

an analysis would be tantamount to reintroducing the injury requirement that Congress removed 

from the statute for patent infringement cases in 1988.  Second, the right to exclude has a value 

which is not considered in this analysis.  The right is given in order to spur innovation.” Certain

Baseband Processors, Inv. No. 337-TA-543, Comm’n Op. at 63.  Indeed, this principle was 

recognized in the Senate Report issued during consideration of the 1988 amendments to Section 

337 S. Rep. 100-71 at 128-29 (1987) (“The importation of any infringing merchandise derogates 

from the statutory right, diminishes the value of the intellectual property, and thus indirectly 

harms the public interest.”)  In any event, as Dr. Kerr and Mr. Vander Veen testified,

Complainants licensees would expect an increase in sales of their licensed products if an 

exclusion order covering Funai’s infringing downstream products is issued.  CX-1595C (Kerr 
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Statement) at Q&A No. 429; CX-1642C (Kerr Rebuttal Statement) at Q&A No. 41; RX-0008C 

(Vander Veen Statement) at Q&A Nos. 116-117 (Vander Veen acknowledging that at least 

licensee  could expect an increase in sales of licensed products). 

An LEO against downstream products also provides Complainants with the indirect 

benefit of  

 licensing negotiations with potential licensees.  CX-1645C (Waskiewicz 

Rebuttal Statement) at Q&A Nos. 56-63.  Although Complainants  

, Complainants  

 downstream 

products. Id.  Moreover, Complainants  

, and a finding 

of infringement and relief against Respondents’ downstream products would benefit 

Complainants’ domestic licensing industry.  CX-1645C (Waskiewicz Rebuttal Statement) at 

Q&A Nos. 56-57.  Effective enforcement of the Asserted Patents necessarily requires including 

the downstream products in the LEO.  CX-1645C (Waskiewicz Rebuttal Statement) at Q&A 

Nos. 56-63.  Exclusion of the infringing products strengthens the value of the Asserted Patents to 

Complainants, Complainants’ domestic licensing activities, and their licensees.  Id.

Accordingly, EPROM Factor 3 weighs heavily in favor of a downstream exclusion order.  

Indeed, an exclusion order that does not include Funai’s infringing downstream consumer 

audiovisual products provide no relief at all to Complainants or their  licensees.  

See Certain Display Controllers, Inv. No. 337-TA-481/491 at 62-64; See e.g., Certain Integrated 

Circuit Telecommunication Chips, Inv. No. 337-TA-337 at 30-31; Certain Electrical Connectors

and Products Containing Same, Inv. No. 337-TA-374, USITC Pub. No. 2981, Comm’n Op. on 
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Remedy, the Public Interest and Bonding, 1996 WL 1056313, at *11-12 (July 1996); Certain

Power Supply Controllers, Inv. No. 337-TA-541 at 9; Certain Audio Processing Integrated 

Circuits, and Products Containing Same, Inv. No. 337-TA-538, Final Initial and Recommended 

Determinations (June 1, 2006).   

iv. EPROM Factor 4: Incremental Detriment to 
Respondents of the Exclusion of Downstream Products. 

In considering EPROM Factor 4, the Commission must “distinguish between detriment 

related to a respondent's sales of infringing articles and its sales of non-infringing articles.”

Certain Baseband Processors, 337-TA-543, Comm’n Op. at 69.  As the Federal Circuit has held, 

“[o]ne who elects to build a business on a product found to infringe cannot be heard to complain 

if an injunction against continuing infringement destroys the business so elected.” Windsurfing

Int’l Inc. v. AMF, Inc., 782 F.2d 995, at 1003 (Fed. Cir. 1986).  Accordingly, the Commission 

generally gives “little if any weight” to detriment occurring as to respondents’ sales of infringing 

articles, absent unusual circumstance.  Certain Baseband Processors, 337-TA-543, Comm’n Op. 

at 69. 

Funai may experience a detriment from the exclusion of its infringing downstream 

consumer electronics products; however, the detriment is the consequence of infringing behavior 

and thus should not be given any weight. Id.  There is no reason not to exclude Funai’s accused 

downstream products.  Funai would be able to continue to import and sell non-infringing 

electronics devices or accessories.  Any potential harm to Funai can be lessened by the inclusion 

in the exclusion order of a certification provision requiring Funai to certify to Customs that its 

consumer electronics products or accessories coming into the United States do not contain 

infringing semiconductor chips and/or chipsets.  See Electrical Connectors at 14-15; Certain

Microsphere Adhesives, Inv. No. 337-TA-366, Comm’n Op. (Jan. 16, 1996).  Also, in order to 
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mitigate the effects of an exclusion order, Funai could seek an alternative non-infringing  

 source for semiconductor chips and chipsets and/or take a license to the Asserted 

Patents.

Accordingly, as the RD correctly recommended, “this factor does not weigh heavily 

against the inclusion of downstream products in an exclusion order because it is not possible to 

tell from Funai’s arguments how much of the detriment would exist exclusively as a result of its 

own infringement, or how much could be diminished through a certification provision.” (RD at 

8.)

v. EPROM Factor 5: Burdens Imposed on Third Parties 
Resulting From Exclusion of Downstream Products. 

An order excluding Funai’s infringing consumer electronic products from the United 

States market would benefit many of Complainants’ third-party licensees of the Asserted Patents 

and would have little, if any, impact on U.S. consumers.  Indeed, as Complainants have 

established, due to the products of Complainants’ third party licensees and others, the availability 

of numerous substitute consumer electronics products in the U.S. market should prevent any 

shortages from occurring.  See Certain Display Controllers With Upscaling Functionality and 

Products Containing Same, Inv. No. 337-TA-481 (consolidated with 337-TA-491) Comm’n Op., 

2005 WL 996252 at *32 (Feb. 4, 2005) (the burden on third parties is eased by the availability of 

non-infringing [products]).  The result of consumers switching to non-infringing alternative 

electronics products would benefit legitimate competitors and Complainants’ licensees.   

Funai ignores the benefit a downstream exclusion order would have on third-party 

licensees and, instead, suggests that an LEO excluding its downstream electronic products would 

harm U.S. consumers who own infringing products because Funai would be prevented from 

honoring their warranties.  (FIR at 37.)  Absent presenting copies of its Owner Manuals, Funai 
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still provides absolutely no evidence that any customer has asked for or received replacement 

parts/products, or that Funai has imported any products or parts for warranty purposes.

Moreover, as explained below, .  

Thus, Funai .

Accordingly, this factor weighs in favor of extending an exclusion order to cover Funai’s 

downstream consumer electronics products. 

vi. EPROM Factor 6: Availability of Alternative 
Downstream Products Without Infringing Components. 

It is not disputed that there are numerous available non-infringing substitutes for Funai’s 

electronics products, including those manufactured and/or imported by third party licensees of 

Complainants.  (CX-1642C (Kerr Rebuttal Statement) at Q. Nos. 47-60 (identifying numerous 

alternative sources of downstream products, including licensees of the asserted patents.); RX-

0008C (Vander Veen Statement) at Q. No. 146 (admitting that there are alternative sources of 

non-infringing downstream products.).)  The market for consumer electronics products is highly 

competitive in the United States.  Because alternatives to Funai’s downstream consumer 

electronics products do exist, Funai’s downstream products can be safely excluded without 

harming third parties.  This factor weighs in favor of extending the LEO to cover Funai’s 

downstream products.  (RD at 8.) 

vii. EPROM Factor 7: Likelihood Downstream Products 
Contain Infringing Component.

The likelihood of Funai’s downstream consumer electronics products containing 

infringing semiconductor chips and/or chipsets is very high and there is little risk that legitimate 

third party products or Funai products other than the infringing downstream products would be 

excluded.  This is because Funai  in 

this investigation.   JX-0030C (Sept. 26, 2012  Dep.) at 51:10-16 (“…  
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”); CX 1595C (Kerr Statement) at 11 (Q. No. 

428).  Funai attempts to escape from the testimony of its corporate representative through the 

uncoroborated testimony of its paid expert, Vander Veen.  (FRPIB at 38-39.  After presiding 

over the hearing, reviewing the record, and reading the parties’ post-trial briefs, ALJ Shaw 

correctly rejected this attempt to conclude that, with a certification provision, the seventh 

EPROM factor weighs in favor of issuing an exclusion order covering downstream, products.    

viii. EPROM Factor 8: Opportunity for Evasion of the 
Exclusion Order if it Does Not Include Downstream 
Products.

The Commission has stated that purpose of the EPROM Factor 8 analysis is to evaluate 

the likelihood of whether, without the issuance of downstream relief, infringing articles will be 

imported despite the issuance of an exclusion order.  Certain Baseband Processors, Comm’n Op. 

at 107 (June 19, 2007). 

Where an infringing article was imported in a stand-alone form prior to an 
investigation, and a Commission order excludes only the infringing article itself, 
then the subsequent incorporation of such article into a downstream product prior 
to importation would constitute an evasive act for purposes of our EPROMs
analysis.  If instead, however, there is a pre-existing practice whereby virtually all 
infringing articles are incorporated into downstream products prior to importation, 
then the continuation of that practice would not constitute evasion for purposes of 
EPROMs Factor 8.  Although Factor 8 would be inapplicable under such 
circumstances, the same facts would be germane to our analysis under Factor 3 
(incremental benefit of downstream relief to complainant).   

In the present investigation, virtually all infringing Qualcomm chips are imported 
only after being incorporated into downstream products.  We consider Factor 8 to 
be inapplicable, therefore, and give the factor no weight in our analysis. As 
described above, however, we give due weight to the operative facts in our 
analysis of Factor 3.

Id. at 107-108. 

In some past investigations, we reached a different conclusion, finding that where 
the infringing article is routinely incorporated into a downstream product prior to 
importation, then Factor 8 favors downstream relief.  E.g., Power Supply 
Controllers [Inv. No. 337-TA-541] at 9.  In our discretion, we clarify our practice 



PUBLIC VERSION

62

under EPROMs, in order that our analysis under Factor 8 is not redundant of our 
analysis under Factor 3.

Id. at 108, n 402. 

In the instant Investigation, virtually all of the infringing semiconductor chips and 

chipsets are imported only after being incorporated into Funai’s downstream consumer electronic 

products.  (RD at 9.)  Pursuant to the direction provided by the Commission in Certain Baseband 

Processor Chips, in cases such as this, Factor 8 is inapplicable and, if any weight is to be given 

to this factor, it should be in favor of issuing an exclusion order that covers all of the Funai 

Respondents’ infringing products. Id.

ix. EPROM Factor 9: Enforceability of Exclusion Order by 
United States Customs and Border Protection. 

Contrary to Funai’s assertions otherwise, a limited exclusion order covering all of Funai’s 

infringing downstream consumer electronic products would not be difficult for U.S. Customs to 

enforce.  (RD at 9.)  This is because Funai knows and can readily identify which of its products 

contain the accused semiconductor chips and chipsets and can provide a list of those model 

numbers to Customs.  JX-0030C (Sept. 26, 2012  Dep.) at 51:10-16 (“…  

”); CX 1595C (Kerr Statement) at 111 (Q. 

No. 428).  Funai can also certify which of its products do not contain the infringing 

semiconductors so that Customs will have certainty in enforcing the LEO.  This factor weighs in 

favor of extending the LEO to include downstream products.  (RD at 9.) 

Accordingly, as recommended by the ALJ, the Commission should issue a permanent 

limited exclusion order that excludes not only infringing chips but also Funai’s infringing 

downstream products that contain infringing chips.  There is virtually no risk to legitimate trade, 

and only an order excluding Funai’s downstream products will provide full and effective relief to 

Complainants (and their numerous licensees) from Respondents’ infringing activities.
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c. The Commission Should Issue a Cease and Desist Order 
Against Funai 

Funai, again, asserts that there is absolutely no evidence in the record that it maintains 

any inventory in the United States of accused products.  (FIR at 40-2.)  Such an assertion 

blatantly lacks merit and is contradicted by the record.26

As an initial matter, no specific quantity or volume of inventory need be shown for a 

cease and desist order to issue.  Cease and desist orders are appropriate where the complainant 

establishes that respondents maintain significant inventories of infringing products in the United 

States. See Certain Hardware Logic Emulation Sys. and Components Thereof, Inv. No. 337-TA-

383, U.S.I.T.C. Pub. 2089, Comm’n Op. at 26 (Mar. 1998).  It is well settled that a single 

infringing product may constitute “sufficient inventory” for purposes of a cease and desist order.  

Id. Moreover, “Commission precedent does not require a precise accounting of inventories to 

justify issuance of a [cease and desist order].”  Certain Electronic Digital Media Devices and 

Components Thereof, Inv. No. 337-TA-796, Comm’n Op. at 108 (2013).   

In any event, it is not disputed that, from January 2011 through October 2012, Funai 

imported into the United States, sold for importation into the United States, and sold after 

importation into the United States accused downstream products, .27  It 

is also undisputed that Funai maintains multiple warehouses to store inventory of its products in 

at least the following states:  

26 That Funai would make such a statement, given the record, is perhaps an example of the 
“unscrupulous respondent” referenced by the Commission in Certain Agricultural Vehicles and 
Components Thereof., Inv. No. 337-TA-487, 2004 ITC LEXIS 247 (Jan. 13, 2004). 
27 (RX-008C.0031(Vander Veen Stmnt) at Q.120; JX-0030C (Sept. 26, 2012  Dep.) 
at 80:20-95:14 and (Jan. 16, 2013  Dep.) at 12:14-15:19, 18:6-23:6, 29:16-30:18, 
44:8-93:2, and 96:8-124:25; JX-0037C (Sept. 26, 2012  Dep.) at 18:23-25:15, and 36:10-
45:10; RPX-001C; RPX-004C; RPX-005C; RPX-006C; RPX-007C; RX-2463C at Responses to 
Interrogatory No. 1.)
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(RD at 11.)  The sworn deposition testimony of Funai corporate representatives established that 

Funai Corporation stores  of imported products in 

inventory .  P&F USA, Inc. stores 

 of imported downstream products in inventory  

.  (RD at 10 (citing JX-0030C (Jan. 16,2013 

 Dep.) at 41-42; JX-0037C (Jan. 18, 2013  Dep.) at 39-41).)   

 Notwithstanding the foregoing undisputed facts, Funai claims that none of its domestic 

inventory is of accused products and, thus, no cease and desist order should issue.  Funai, 

apparently, failed to review its corporate representatives’ sworn testimony or the record before 

making these statements.  In addition to admitting that Funai imported and sold over 

 of accused goods, Messrs.  and  testified that Funai maintains 

commercially significant inventory of all of Funai’s products at its domestic warehouses, and 

sells such inventory directly to customers.  JX-0030C (Jan. 16,2013  Dep.) at 41-42; 

JX-0037C (Jan. 18, 2013  Dep.) at 39-41. RPX-4 and RPX-6 are detailed spreadsheets 

showing the importation, storage and sale of at least some of Funai’s  accused 

products in the United States.  RPX-4C and RPX-6C.  With respect to columns  

 In RPX-4C and RPX-6C, Mr.  testified that such 

columns identified  

.  More specifically, Mr.  testified: 

Q. The next column says “ .” Do you see that? 
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A. Yes. 

Q. What information is conveyed in that document? 

A.  

Q. What do you mean by “ ”? 

A.  

 

JX-0030C (Jan. 16, 2013  Depo) at 21:2-20.  In other words, each imported accused 

product identified in RPX-4C and RPX-6C  

.   

 Accordingly, in light of the record evidence, Funai maintains a commercially significant 

inventory of infringing downstream products in the United States and a cease and desist order 

must issue. Certain Hardware Logic Emulation Sys. and Components Thereof, Inv. No. 337-

TA-383, U.S.I.T.C. Pub. 2089, Comm’n Op. at 26 (Mar. 1998) (issuing cease and desist order 

where evidence of a single infringing product).

B. Bond 

The Commission should adopt the ALJ’s recommendation that the bond for any 

importation or sale in the United States after importation of infringing products during the 

Presidential review period should be  of the entered value of the infringing article.

Respondents haphazardly assert that either (a) no bond issue; (b) a bond of  of the chip be 

issued; or (c) a bond of  per unit for the Wi-Fi chips and  per 

unit of the ‘663 chips.  Such assertions lack merit.   

Contrary to Respondents’ assertion, Complainants have presented volumes of evidence 

showing Complainants’ negotiations with numerous companies to reach a reasonable royalty to 

license the asserted patents.  Each executed license, however, is different and, accordingly, a 
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bond based on a standard royalty rate is not possible.  Likewise, Respondents cannot rely on 

Complainants’ license agreements (or a recent district court decision) that involves other parties, 

facts and issues to blindly assert that a standard reasonable rate is known.  Indeed, at least with 

respect to Complainants’ licenses, such assertions are, at best, disingenuous because each such 

license was a result of Complainants and their licensees’ good faith negotiations.  Respondents, 

on the other hand, have rejected or ignored Complainants’ good faith efforts to negotiate a 

reasonable royalty rate that covers the asserted patents.

Accordingly, it is appropriate for the Commission to set the bond at  of entered 

value of the product, or such other reasonable rate as may be established. 

IV. COMPLAINANTS’ RESPONSE TO PUBLIC INTEREST STATEMENTS FILED 
BY NON-PARTIES INTEL/CISCO AND BARNES & NOBLE 

LSI stands by its statement on the public interest, in particular its belief that the 

Commission should not deviate from its practice of issuing exclusion orders when a violation of 

the Section 337 is found.  (CIR at 56-68.)  LSI responds herein to the joint statement on public 

interest filed by non-parties Intel and Cisco (“Intel/Cisco”), and the separate statement filed by 

non-party Barnes & Noble.  Intel/Cisco’s statement contends, without comment on the facts of 

this Investigation, that no party, except in limited circumstances, should be able to seek an 

exclusion order on SEPs that are subject to RAND commitments.  On the other hand, Barnes & 

Noble’s statement offers little in the way of helpful commentary on the issue of public interest.

Instead, Barnes & Noble seeks to air out alleged grievances towards LSI that it claims to have 

collected over years of negotiation and litigation with LSI.

At a general level, Intel/Cisco and Barnes & Noble do not argue that an exclusion order 

in this Investigation would impact the Commission’s traditional concerns of public interest: 

public health, safety, and welfare.  Neither statement addresses the concern that U.S. consumers 
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would directly be impacted due to a lack of availability of the accused products.  Instead, 

Intel/Cisco and, to a lesser extent Barnes & Noble in its self-serving statement, adopt 

Respondents’ general position that public interest concerns for commitments made to standard-

setting organizations outweighs the need for an exclusion order in this case or in any case 

involving SEPs subject to RAND commitments.  The Commission, however, should not deviate 

from its practice of issuing exclusion orders when a violation is found, particularly when the 

respondent, such as here, refuses to engage in negotiations for a RAND license.28

A. Intel/Cisco’s Proposed Limitations On Exclusion Relief Are Not Supported 
By Law And Are Impracticable For The Industry 

At the heart of Intel/Cisco’s statement is its contention that exclusionary relief should no 

longer be available to a holder of SEPs subject to a RAND commitment, except in the most 

limited of circumstances, because the holder’s commitment to a standard-setting organization 

waived the right to seek injunctive/exclusionary relief.  (Intel/Cisco Statement at 1-2.)  LSI 

disagrees with Intel/Cisco for at least two reasons.

1. An SEP Patent Holder Does Not Relinquish its Right to Seek an 
Exclusion Order by its RAND Commitment 

First, the holders of SEPs have not “waived [their] right[s] to exclude prospective RAND 

licenses from practicing the SEPs exchange for RAND royalties.”  (Intel/Cisco Statement at 2.)  

The language of a SEP holders’ statement of assurance to a particular standard-setting 

28 LSI agrees generally with the positions set forth by non-party InterDigital in its submission on 
the issue of public interest.  The language of the declaration submitted by a patent holder to an 
SSO defines the scope of this commitment.  These commitments do not prevent a patent holder 
from seeking injunctive relief against an alleged infringer.  Removing by retroactive fiat the 
ability of a patent holder to seek such relief is unfair and counter-productive.  Moreover, the 
issue of reverse patent hold-up or “patent hold out,” i.e. the potential licensee who refuses to 
negotiate in good faith, is a real issue, as demonstrated in the facts of this Investigation.  
Removing injunctive relief from a patent holder’s bundle of rights could exacerbate the issue of 
unwilling licensees, which could, in turn, dissuade patent holders from engaging in the standard-
setting process from the outset.   
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organization defines the terms of this commitment.  As a specific example, and as discussed in 

detail in Complainants’ Initial Response and above, the language of LSI’s commitments to the 

IEEE does not include any requirement that LSI relinquish its right to sue for injunctive relief, 

and certainly contain no language that LSI breaches a contract by filing such a suit before 

making a RAND proposal.  Specifically, and with respect to the IEEE, Agere’s Letters of 

Assurance stated with regard to both the ‘958 and ‘867 patents that it was “prepared to grant a 

license to an unrestricted number of applicants on a worldwide, nondiscriminatory basis and on 

reasonable terms and conditions to comply with the [Proposed] IEEE Standard” and that it would 

“make available on a non-exclusive basis, under reasonable terms and conditions that are non-

discriminatory, licenses to patents and patent applications.” See e.g., CX-1261C (Agere-IEEE 

Letter, Jan. 24, 2003).  Neither LSI nor Agere made any commitment to the IEEE that it would 

relinquish its rights to request an injunction or ITC exclusion order. 

At least one court has looked directly at the terms of SEP holder commitments and held 

that the language of the commitments control.  In particular, without an explicit provision, the 

patent holder does not forego its right to seek injunctive relief.  Thus, late last year, the U.S. 

District Court for the Western District of Wisconsin, in a RAND case similar to the present 

Investigation, found that any relinquishment of a federal patent right (e.g., the right to seek an 

injunction) by contract must be made clear and unambiguous.  See Apple, Inc. v. Motorola 

Mobility Inc., No. 11-cv-178-bbc, 2012 WL 5416941, *14-15 (W.D. Wisc. Oct. 29, 2012).  The 

court found that “[t]here is no language in either the ETSI or IEEE contracts suggesting that 

Motorola and the standards-setting organizations intended or agreed to prohibit Motorola from 

seeking injunctive relief.  In fact, both policies are silent on the question of injunctive relief.” Id.

Judge Barbara Crabb, looking at the same IEEE assurances as those made by LSI in the present 
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action, concluded that “in light of the fact that patent owners generally have the right to seek 

injunctive relief both in district courts, 35 U.S.C. § 283, and in the International Trade 

Commission, 19 U.S.C. § 1337(d),” “any contract purportedly depriving a patent owner of that 

right should clearly do so.” Id.  As a result, the court found that “Motorola did not breach its 

contracts simply by requesting an injunction and an exclusionary order in its infringement 

actions.” Id.   Similarly here, Intel/Cisco are incorrect that SEP holders have contracted away 

their rights to seek injunctive relief.29

2. Intel/Cisco’s Exceptional Circumstance for Seeking Exclusionary 
Relief is Too Narrow and Unsupported by Law and Policy 

While Intel/Cisco assert that an exclusion order should be unavailable to holders of SEPs, 

they still allow of a narrow exception: SEP holders may seek an injunctive relief against an 

unwilling licensee, but only after the unwilling licensee has rejected a royalty rate determined by 

a final, non-appealable judgment of a district court or a royalty rate determined by binding 

arbitration.  Not only is Intel/Cisco’s circumstance impracticable, it is not supported by the law 

and the policy makers who have recently addressed this issue. 

On a consistent basis, courts and policy makers have concluded that injunctive relief, 

such as an exclusion order, is available to holders of SEPs in the face of an unwilling licensee.  

Moreover, there is no requirement that the a patent holder must chase an unwilling licensee, who 

has already refused to negotiate, through the costs of expensive and protracted litigation to reach 

29 Intel/Cisco cites to Tessera, Inc. v. ITC for the proposition that there are limited circumstances 
in which a party may seek an injunction or exclusion order after a patentee commits to license its 
SEPs on RAND terms.  (Intel/Cisco Statement at 7-8)  Tessera actually stands for the principle 
that non-payment of licensing royalties does not make an otherwise-licensed sale unauthorized, 
and has nothing to do with the rights of holders of SEPs.  646 F.3d 1357, 1369-71 (Fed. Cir. 
2011), cert. denied, 132 S. Ct. 2707 (2012).  In Tessera, the Court upheld the ITC ALJ’s ruling 
that the patentee could not seek an injunction or exclusion order after licensing their patent 
because “patent exhaustion is triggered ‘by a sale authorized by the patent holder.’” Id. at 1369 
(citing Quanta Computer, Inc. v. LG Elecs., Inc., 553 U.S. 617, 636 (2008)). 
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the point where the unwilling licensee just rejects the court- or arbitrator-determined royalty rate.  

For example, Judge Posner stated last year that “I don’t see how, given FRAND, I would be 

justified in enjoining Apple from infringing the ’898 unless Apple refuses to pay a royalty that 

meets the FRAND requirement.” Apple, Inc. v. Motorola, Inc., 869 F. Supp. 2d 901, 914-15 

(N.D. Ill. 2012) (emphasis added).  Other courts have similarly recognized that injunctive relief 

is available for standard-essential patents where an infringer refuses to take a license.  See, e.g.,

Microsoft Corp. v. Motorola, Inc., No. C10-1823JLR, 2012 WL 5993202, at *7 (W.D. Wash. 

Nov. 30, 2012).  Still other decisions have acknowledged that there is no categorical ban on 

injunctive relief for holders of SEPs. See, e.g., In re Innovatio IP Ventures, LLC Patent Litig.,

921 F. Supp. 2d 903, 916 (N.D. Ill. 2013) (noting that the question of whether a RAND 

obligation precludes an injunction is “muddled” and “the subject of substantial, often 

contradictory, academic commentary.”) (citing articles).  Injunctive relief thus remains part of 

the bundle of rights afforded to patent holders, including for SEPs where infringers refuse to 

accept licenses.  The Commission is authorized to enforce the patent rights of all patent holders, 

and SEPs are no exception.

Intel/Cisco also cites the United States Trade Representative’s disapproval of the 

Commission’s exclusion order in Inv. No. 337-TA-794, Certain Electronic Devices, Including 

Wireless Communication Devices, Portable Music and Data Processing Devices, and Tablet 

Computers.  (Intel/Cisco Submission at 2.)  As an initial matter, this was the first executive 

disapproval of a Commission exclusion order on policy grounds since 1987, and thus the 

disapproval was a rare occurrence that should not affect Commission practice.  Further, there is 

nothing in the U.S. Trade Representative’s letter indicating that every exclusion order in an 

Investigation involving SEPs will be vetoed.  In fact, the letter explicitly leaves in place the 
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availability of exclusion orders for SEPs.   

After affirming the importance of intellectual property rights and the role of the 

Commission in protecting and enforcing those rights, the USTR letter makes clear that the 

Commission retains its authority to issue exclusion orders concerning SEPs, provided that the 

public interest is protected.  (Letter from Michael B.G. Froman, U.S. Trade Rep., to Irving A. 

Williamson, U.S.I.T.C. Chair, at 3 (Aug. 3, 2013).)  The USTR letter emphasized that “[t]he 

Commission is well-position to consider these issues in its public interest determinations.”  Id.  If 

the U.S. Trade Representative had been taking the position that the public interest bars an 

exclusion order in any Investigation involving SEPs, he would not have included these 

statements. 

Nor does the “Policy Statement” referred to in the U.S. Trade Representative’s letter and 

in Intel/Cisco’s Submission support a blanket prohibition on exclusion orders for SEPs.

Intel/Cisco cites a passage from the Policy Statement speculating that an injunction or exclusion 

order may be inconsistent with the public interest in certain cases involving SEPs.  But the basis 

for this statement makes clear that this concern has limits.  In particular, the Policy Statement 

states:

A decision maker could conclude that the holder of a F/RAND-encumbered, 
standards-essential patent had attempted to use an exclusion order to pressure an 
implementer of a standard to accept more onerous licensing terms than the patent 
holder would be entitled to receive consistent with the F/RAND commitment—in 
essence concluding that the patent holder had sought to reclaim some of its 
enhanced market power . . . . 

(“Policy Statement on Remedies for Standards-Essential Patents Subject to Voluntary F/RAND 

Commitments” issued on January 8, 2013, by the U.S. Department of Justice and U.S. Patent & 

Trademark Office at 8.)  But this speculative statement relates to hypothetical situations that

have already occurred.  The Policy Statement’s concern that a patent holder may pressure a 
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licensee to accept unreasonable licensing terms does not indicate that LSI will do so here.  As the 

ALJ recognized in the Initial Determination, Complainants have abided by their RAND 

obligations and will continue to do so.30  To force, as Intel/Cisco advocates, SEP holders to chase 

unwilling licensees through litigation to a non-appealable judgment or in binding arbitration 

award  before allowing injunctive relief does not support the public interest; instead, such a 

policy rewards entities who refuse to engage in good-faith negotiations with SEP holders.

Thus, under prevailing statutory law and Commission precedent, it is the standard 

practice for the Commission to issue an exclusion order to protect United States companies from 

violations of their intellectual property rights.  The Commission is empowered by Congress to 

protect United States intellectual property rights by excluding from importation products that 

violate those rights.  The only statutory remedy available to the Commission to protect these 

rights is an exclusion order.  As is evident from the fact that the Commission routinely issues 

exclusion orders when a violation is found, the fact that only two exclusion orders have been 

disapproved by the U.S. Trade Representative on policy grounds in the last twenty six years, and 

the fact that only three exclusion orders have been rescinded on public policy grounds (all under 

a prior statutory framework), the Commission’s exclusionary power is critical in protecting 

intellectual property rights.

B. Barnes & Noble’s Self-Serving Statement Does Not Address Public Interest 
Concerns And Should Be Ignored 

In contrast to Intel/Cisco’s statement, Barnes & Noble ignores the public interest 

concerns and instead seeks to smear LSI by referencing a long-running dispute between two 

parties.  To the limited extent Barnes &Noble’s self-serving statement is relevant, LSI responds 

herein.

30 The ALJ rejected all of Respondents’ defenses that were premised on Complainants’ alleged 
breach of their RAND obligations.  (ID at 351-59.) 
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1. LSI and its Predecessors Have Contributed Substantially To 
Technologies At Issue 

Barnes & Noble opens its statement by claiming that LSI is nothing more than a “patent 

assertion entity” that has “contributed nothing to those products.”  (Barnes & Noble Statement at 

1.)  Other than seeking to use the term “patent assertion entity” as a smear against LSI, this 

comment has little relevance to the questions of public interest raised by the Commission, and it 

is factually incorrect because LSI predecessors contributed to the development of, and made 

products utilizing, the technologies at issue in this investigation.  In the Initial Determination, the 

ALJ correctly determined that LSI met the domestic industry requirements under Section 337, 

and now the Commission seeks answers to specific questions regarding public interest.  (ID at 

328.)  Barnes & Noble’s spiteful statements have no relevance to the Commissions’ questions on 

public interest. 

LSI contributed greatly to the technologies that underlie the accused products in this 

Investigation.  The ALJ correctly concluded that the patents at issue in this investigation were all 

developed in-house, or by LSI’s direct predecessors.  (ID at 319.)  Moreover, as discussed in 

detail in Complainants’ Initial Response, LSI and its predecessors contributed important 

technologies to the standards at issue in this Investigation.  (CIR at 37-40.)  For example, the 

inclusion of the disclosure of the ‘663 patent in the H.264 Standard means that there is no 

commercially feasible way to practice the H.264 Standard without practicing the asserted claims 

of the ‘663 patent.  CX-1597C (Reinman WS) at Q&A 221-255.  As such, practicing the asserted 

claims of the ‘663 patent is critical to nearly all HD-video products, including such consumer 

mainstays as Blu-ray disc players and “smart” televisions that stream high-definition video.  CX-

1644C (Richardson WS) at Q&A 499-500.  This technology was developed by LSI’s 

predecessor.  
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As a separate example, Dr. Negus explained in his declaration that “WLAN products 

with transmitters and receivers compatible with the 802.11b standard exhibited dramatically 

improved performance compared to original 802.11 standard compatible products.”  Negus Decl. 

at ¶ 54.  “This caused exponential growth in sales of “WiFi” compatible products and by 2001, 

802.11b had such a dominant market share that HomeRF disbanded even though it had 

succeeded in changing the FCC 15.247 rules and building 10 Mb/s products.”  Negus Decl. at ¶ 

54.  As such, Dr. Negus concludes that “the ‘958 Patent is amongst the very few most valuable 

patents infringed by most, if not all, products that interoperate with 802.11 standards.”  Negus 

Decl. at ¶ 58.  The ‘958 patent was developed by LSI and Agere’s predecessor, Lucent 

Technologies.  Thus, Barnes & Noble makes baseless accusations that LSI provides no value to 

the accused products.  

Not only did LSI’s predecessors contribute to the development of WiFi as described 

above, its predecessor Agere made products employing the technology.  From development of 

WiFi technology until as late as 2004 Agere was a supplier of WiFi equipment and chips.  LSI’s 

business has evolved from its roots in WiFi, but it is disingenuous to ignore LSI’s strong history 

in the development and sale of WiFi products.   

Barnes & Noble makes baseless accusations that LSI provides no value to the accused 

products, but it ignores LSI’s technical, inventive contributions and its past role as a market 

participant.  Accordingly, Barnes & Noble’s spiteful comments should be disregarded as they 

offer nothing of substance to aid the Commission in finding answers to its questions. 

2. The Negotiation and Litigation History of LSI and Barnes & Noble 
Has No Bearing on the Commission’s Questions on Public Interest. 

After falsely smearing LSI as a company, Barnes & Noble then spends the majority of its 

statement making one-sided allegations about a long and complicated negotiation and litigation 
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history between the two companies, none of which is relevant to the Commission’s questions.  

First, Barnes & Noble claims that LSI has pursued litigation despite being presented with 

“substantial, legitimate non-infringement, invalidity, and unenforceability positions with regard 

to the asserted patents.”  (Barnes & Noble Statement at 2.)  Obviously LSI disagrees with Barnes 

& Noble’s statements as the parties litigate these positions to this day.  No court yet has passed 

judgment on whether any of Barnes & Noble’s positions are substantial or legitimate, nor has 

any court passed judgment on whether LSI’s licensing positions are “hold-up,” “egregious,” or 

that the fees it seeks “far exceed any reasonable value of the patents,” to use some of Barnes & 

Noble’s loaded language.

Moreover, Barnes & Noble ignores the fact that after  in which LSI sought to 

engage Barnes & Noble in negotiations, it was Barnes & Noble who filed the first litigation, 

seeking to render ten of LSI’s patents invalid or unenforceable.  (Barnes & Noble Statement at 2-

3.)  The rest of the litigation history represents a hard-fought litigation between two companies 

with resources to continue the fight.  While LSI could highlight numerous instances in which it 

believed that Barnes & Noble acted unreasonably in negotiation or in litigation, it does not do so 

here because such allegations are irrelevant to the Commission’s questions.   

It is not until the end of its statement that Barnes & Noble finally gets to the point – 

Barnes & Noble believes LSI is demanding excessive royalty fees of Barnes & Noble (without 

discussing what those are) and it further believes that “[i]ssuance of an exclusion order in this 

Investigation would run counter to the interests and industries the statute was designed to 

protect.”  (Barnes & Noble Statement at 4-5.)  Neither has merit. 

In its considerable briefing to both the ALJ and the Commission, LSI has explained the 

mechanics of, and the theories underlying its extensive licensing program for the asserted patents 
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and has shown that LSI acts reasonably in engaging companies, the vast majority of which are 

able to reach a license without litigation.  These facts do not need to be recited here.  As to 

Barnes & Noble’s second allegation, LSI established that its domestic industry meets the 

requirements of an exclusion order under Section 337 is appropriate.  The ALJ found a sufficient 

domestic industry worthy of protection, and LSI urges the Commission to find the same.  As 

Complainants have met and exceeded all the factual and legal requirements for domestic 

industry, Barnes & Noble’s self-serving statement should not dissuade the Commission from 

entering an exclusion order as appropriate.   

V. CONCLUSION 

For the foregoing reasons, and those reasons set forth in Complainants Initial Response, 

Complainants submit that the appropriate remedy in this Investigation is a limited exclusion 

order directed to all accused products of the named Respondents.  In addition, the Commission 

should issue cease and desist orders directed to Funai’s inventory.  No public interest factors 

weigh against the appropriate remedy, and a bond of  should be entered during the period of 

Presidential Review. 
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U.S. International Trade Commission 
500 E Street SW 
Washington, DC 20436 
Email: cathy.chen@usitc.gov 
 
Via E-Mail

The Honorable David P. Shaw 
Administrative Law Judge 
U.S. International Trade Commission 
500 E Street, SW, Room 317-O 
Washington, DC 20436 
 
Via Hand Delivery (2 copies) 
 

Patricia E. Chow 
Attorney-Advisor 
Office of the Administrative Law Judges 
U.S. International Trade Commission 
500 E Street SW 
Washington, DC 20436 
Email: patricia.chow@usitc.gov 
 
Via E-Mail 

Elizabeth A. Niemeyer 
Finnegan, Henderson, Farabow, 
  Garrett & Dunner, LLP 
901 New York Avenue, NW 
Washington, DC  20001 
Email: Realtek-837@finnegan.com 
 rszz-Realtek-837@ReedSmith.com 
 
Via E-Mail 
 
Counsel for Respondent Realtek Semiconductor 
Corporation 

Paul Devinsky 
McDermott Will & Emery LLP 
500 North Capital Street, NW 
Washington, DC 20001 
Email: FunaiLSIITC@mwe.com 
 QEFunai-837@quinnemanuel.com  
 
Via E-Mail 
 
Counsel for Respondents Funai Electric 
Company, Ltd., Funai Corporation, Inc., P&F 
USA, Inc., and Funai Service Corporation 

 
s/ Stephannie Stover  
Stephannie Stover 

 

64566341V.1 




