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PATENTS 

Chinese Court Issues Landmark Decision Determining a 
FRAND Royalty Rate 
The Shenzhen Intermediate People’s Court recently ruled that the royalties to be paid by Huawei 
Technologies Co., Ltd. for InterDigital Inc.’s 2G, 3G, and 4G standard-essential patents (SEPs) 
should not exceed 0.019% of the actual sales price of each Huawei product.  This appears to be 
the first time that any judicial authority has ruled on the appropriate royalty rate for a FRAND-
encumbered SEP.  The court did not explain how it arrived at the figure. 

The cases began when Huawei brought two suits against InterDigital in Shenzhen Intermediate 
People’s Court.  The first suit alleged that InterDigital had a dominant market position in China 
and the United States in the market for the licensing of essential patents owned by InterDigital, 
and abused its market power by engaging in unlawful practices, including differentiated pricing, 
tying, and refusal to deal.  The second suit alleged that InterDigital failed to negotiate on 
FRAND terms with Huawei. 

With respect to the first suit, the court held that InterDigital violated China’s Anti-Monopoly 
Law by (1) making proposals for royalties from Huawei that the court believed were excessive, 
(2) tying the licensing of essential patents to the licensing of non-essential patents, (3) requesting 
as part of its licensing proposals that Huawei provide a grant-back of certain patent rights to 
InterDigital, and (4) commencing a USITC action against Huawei while still in discussions with 
Huawei for a license.  The court ordered InterDigital to cease the alleged excessive pricing and 
bundling of InterDigital’s Chinese essential and non-essential patents, and to pay Huawei 
approximately 3.2 million USD in damages.  The court dismissed Huawei’s remaining 
allegations, including Huawei’s claim that InterDigital improperly sought a worldwide license 
and improperly sought to bundle the licensing of essential patents on multiple generations of 
technologies. 
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With respect to the second suit, the court determined that, despite the fact that the FRAND 
requirement originated from ETSI’s Intellectual Property Rights policy, which refers to French 
law, InterDigital’s license offers to Huawei should be evaluated under Chinese law.  Under 
Chinese law, the court concluded that the offers did not comply with FRAND.  InterDigital 
intends to appeal both decisions. 

Sources: 
InterDigital Annual Report, available at 
http://ir.interdigital.com/secfiling.cfm?filingID=1405495-13-10&CIK=1405495. 
 
Leah Nylen and Mike Swift, Washington State, Chinese Court Eye Proper Royalty Rates 
for Patents Essential to Industry Standards, mLex (April 4, 2013), available at 
http://www.mlex.com/US/Content.aspx?ID=360997 (subscription required). 

Google, Microsoft, MOSAID, Verizon, and Others File 
Public Comments with the DOJ and the FTC Regarding 
PAE Activities 
March 5th was the last day to submit public comments to the DOJ and the FTC on patent-
assertion entity (PAE) activities.  Forty-six comments in total were filed over the public 
comment period by a range of entities and individuals, including the Consumer Electronics 
Association (CEA), Google Inc., Microsoft Corp., MOSAID Technologies, Inc., IPNav, Verizon 
Communications Inc., and others. 

According to the CEA, PAEs file frivolous lawsuits that harm our economy and innovation.  The 
CEA supports improving the patent system’s overall operation as a long-term objective, and 
passage of the SHIELD ACT (which would create a “loser pays” system for PAEs that assert 
patents that are found to be invalid or where there is no infringement) as an immediate partial 
solution.  According to the CEA, passage of the SHIELD Act will restore marketplace balance to 
decisions about when to litigate patent claims, and the Act “will force PAEs to take financial 
responsibility for their frivolous lawsuits.”  (CEA Comments at 1.)  The CEA also asserted that, 
according to a recent Boston University study, in 2009 the aggregate annual direct costs 
attributed to non-practicing entities (NPEs) was $13.7 billion, and $29.2 billion in 2011.  (Id. at 
2.)  The study further found that 90% of entities sued by NPEs are small and medium-sized 
companies, and that the direct costs of dealing with NPE claims exceeds 10% of total business 
spending on research and development.  (Id.) 

Google, Blackberry, EarthLink, and Red Hat filed joint comments suggesting that the agencies 
“seriously examine” the outsourcing of patent enforcement by operating companies to PAEs.  
According to Google et al., such “‘privateering’ amplifies the threat to innovation and 
competition already posed by PAEs.”  (Google et al. Comments at 2.)  Specifically, Google et al. 
contend that (1) “operating companies’ outsourcing of patents to PAEs detrimentally alters 
enforcement incentives” (id.); (2) “in some industries, patent outsourcing agreements between 
operating companies and PAEs can threaten royalty stacking and result in exploitation” (id. at 3); 
and (3) “operating companies may combine [these] tactics with contractual commitments 
secured from their PAE surrogates to raise rivals’ costs and thereby harm competition and stifle 
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innovation” (id.).  For example, an operating company might parcel out pieces of a previously-
unified patent portfolio to multiple PAEs pursuant to terms that give the PAEs significant 
incentives to raise rivals’ costs.  According to Google et al., such arrangements (and others) 
between operating companies and PAEs may violate the antitrust laws. 

Microsoft filed comments contending that, although suits by PAEs continue to be a serious and 
growing problem, antitrust policy is not the most appropriate or effective tool for addressing 
most of the challenges posed by the emergence of and increased litigation activity by PAEs.  
Instead, contends Microsoft, appropriate reforms include transparency of patent ownership, 
increased patent quality, and adopting a “loser pays” rule for patent litigation.  Lastly, contends 
Microsoft, “a key consideration in pursuing any reform in this area is the need to preserve a 
vibrant secondary market in patents, allowing companies to sell assets that are not core to their 
business and purchase technologies they need.”  (Microsoft Comments at 5.)  According to 
Microsoft, “PAEs (and patent aggregators more generally) have made significant strides in 
adding liquidity, market clearing, and risk transfer mechanisms to the patent market.  Their 
market participation by serving as ‘ready and willing’ buyers of patents helps manage the supply 
of patents and provides liquidity to the patent market.  Patent intermediaries’ expertise in 
evaluating patent assets also leads to better information, more rational pricing, and lower 
transaction costs in the secondary market.”  (Id. at 5-6.) 

MOSAID filed comments contending that (1) it “is an IP licensing and developing company—
not a litigation company” (MOSAID Comments at 1); (2) it “plays a valuable role in linking the 
developers and users of certain patented technologies” (id. at 2); and (3) its goal is to license its 
patents, not to restrict access to those innovations by industry participants (id.).  MOSAID also 
discussed its September 2011 purchase of Core Wireless and its portfolio of approximately 2,000 
wireless patents, which were originally developed and held by Nokia.  According to MOSAID, 
“Nokia had spent many years and invested billion of dollars in research and development to 
build a substantial patent portfolio in wireless communications.  Core Wireless is now using 
MOSAID’s specialized IP management and licensing model to unlock the monetary value within 
the Core Wireless portfolio.  Under the arrangement with Nokia, Core Wireless independently 
conducts all of the licensing and enforcement efforts.  Nokia, in turn, will share most of the 
revenues associated with the Core Wireless portfolio as these are realized.”  (Id. at 2.) 

IPNav, a patent assertion entity, filed comments supporting increased patent quality and fee-
shifting, but to a true “loser pays” system and “not the sort of bias and lopsided fee-shifting 
proposed by the SHIELD Act.”  (IPNav Comments at 1.)  According to IPNav, it is important to 
distinguish between “white hat” and “black hat” patent monetization.  The former are the 
reputable players in the field, companies that only enforce valid patents where there is clear 
infringement.  The latter use spam-type methods to seek enforcement of weak patents where 
there is dubious infringement, casting a wide net in hopes that at least some targets will pay to 
settle rather than spend the money to defend themselves in litigation.  Lastly, IPNav contended 
that PAEs “provide a valuable service to inventors.  . . . An individual inventor or smaller entity, 
whether it’s a company, university, or NGO, generally does not have the resources or the 
expertise to enforce its patents.  PAEs such as IPNAV play an essential role in providing 
inventors a mechanism to receive compensation for their inventions which could otherwise be 
misappropriated by large companies with impunity.”  (Id. at 1.) 
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Verizon filed joint comments with the U.S. Telecom Association contending that “PAEs exploit 
the patent system’s weakness in a way that generates profits for the PAEs, but threatens to 
undermine the broader patent system and its goals of rewarding innovation without interfering 
with a competitive and efficient marketplace.”  (Verizon Comments at 1.)  According to Verizon, 
the DOJ and the FTC “should encourage courts to take action to deter some of the PAE’s worst 
practices,” including encouraging courts to (1) “prevent subsequent acquirers of FRAND-
encumbered patents from extracting the hold-up value of those patents,” and (2) “reduce the 
costs of patent litigation in order to foster the public good of private challenges to questionable 
patents.”  (Id. at 2.)  Verizon contends that, at the very least, courts should factor in the original 
FRAND commitment when applying the patent law at the remedial stage.  Furthermore, courts 
should view key patent validity issues—such as compliance with the written description 
requirement—as questions of law that can be addressed on summary judgment, and address case 
dispositive issues and the scope of the relief available as early as possible so as to reduce the 
costs of litigation and make it more likely that an accused infringer will litigate.  Lastly, contends 
Verizon, courts should be persuaded to make clear that litigation practices that intentionally and 
unnecessarily drive up costs warrant the imposition of fees under Section 285.  According to 
Verizon, “changes of this sort will help ensure that the costs of patent litigation do not deter 
private parties from pursuing the public good of challenging questionable patents.”  (Id. at 8.) 

Source: 
Public Comments, available at http://www.ftc.gov/os/comments/pae/index.shtm. 

PHARMACEUTICALS 

Generic Manufacturer Sues Brand Manufacturer for 
Refusal to Provide Drug Samples 
On April 1, Accord Healthcare, Inc. and Intas Pharmaceuticals Ltd. sued Acorda Therapeutics, 
Inc. and H.D. Smith Wholesale Drug Co. in Florida federal court, alleging that Acorda 
unlawfully refused to sell Accord samples of Amprya, a brand-name multiple-sclerosis drug.  
According to Accord, obtaining samples is necessary for it to receive accelerated FDA approval, 
which requires generic firms to demonstrate that a generic formulation is therapeutically 
equivalent to the brand drug.  Accord alleges that it attempted to purchase samples of Amprya 
both through normal wholesale distribution channels and directly from Acorda at market prices, 
but was unable to do so due to Acorda’s agreements with distributors that prevent such 
distributors from supplying Ampyra samples to generic manufacturers, and Acorda’s refusal to 
sell directly to Accord.  Accord further alleges that “Acorda has controlled an essential 
facility . . . in violation of Section 2 of the Sherman Act” (Compl. ¶ 79), and that Acorda’s 
refusal to sell samples of Amprya “is intended to and will extend its monopoly in the relevant 
market” (id. ¶ 80). 

Sources: 
Complaint, available at http://www.hpm.com/pdf/blog/AMPYRA%20-
%20Accord%20Complaint%20-%20REMS%20Complaint.pdf.  
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Jeff Overly, Generic Co. Lobs Antitrust Suit to Access Brand-Name Meds, Law360 (April 
1, 2013), available at 
http://www.law360.com/competition/articles/429243?nl_pk%20=cd0232d6-572d-43db-
8639-
c26c14eb19db&utm_source=newsletter&utm_medium=%20email&utm_campaign=com
petition (subscription required). 

End-Payors File Reverse-Payments Class Action Against 
AbbVie, Abbot, and Teva 
 
On April 4, United Food & Commercial Workers Union and Midwest Heath Benefits Fund filed 
an antitrust class action on behalf of end-payors against AbbVie, Inc., Abbott Laboratories, Barr 
Pharmaceuticals Inc., Teva Pharmaceuticals USA, Inc., and others in Pennsylvania federal court.  
The suit alleges that the defendants entered into an unlawful reverse-payment settlement that 
amounted to a market allocation agreement.  According to the plaintiffs, the defendants made 
lump sum payments and quarterly payments to Barr (and its successors) for as long as Barr 
delayed launching its generic equivalent of Niaspan.  The plaintiffs further allege that the 
defendants “cloaked their payments behind a spurious agreement and an equally spurious 
promotional agreement,” but that the payments “far exceed the value that Barr provided, and . . . 
the real purpose for making the payments was to induce Barr to refrain from competing” with 
Abbott and AbbVie.  (Compl. ¶ 2.c.) 

Sources: 
Complaint, available at 
http://ia601700.us.archive.org/15/items/gov.uscourts.paed.475297/gov.uscourts.paed.475
297.1.0.pdf.  
 
Bill Donahue, AbbVie, Teva Accused of Pay-For-Delay on Generic Niaspan, Law360, 
April 4, 2013, available at http://www.law360.com/competition/articles/430348/abbvie-
teva-accused-of-pay-for-delay-on-generic-niaspan?article_related_content=1  
(subscription required). 

End-Payors File Antitrust Class Actions Against Shire 
Concerning Adderall 
 
On April 2, consumers in Florida and Pennsylvania filed class actions in federal court against 
Shire LLC and Shire U.S., Inc., alleging that Shire:  (1) filed sham patent infringement lawsuits 
against two generic manufacturers in order to prevent them from developing a generic version of 
Adderall XR; (2) entered into unlawful reverse-payment settlements with the generic 
manufacturers, under which the generic manufacturers were paid to delay entry; and (3) entered 
into requirements contracts with the generics manufacturers, which it subsequently breached, 
allowing Shire to maintain a 40% market share for Adderall XR and to raise the price of its brand 
name drug following the availability of a generic version of the drug.  According to the plaintiffs, 
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Shire can offer no justification for breaching its requirements contracts, and the shortage was 
created by Shire in order to increase the brand name market for the drug. 

Sources: 
Complaint, Monica Barb v. Shire US, Inc. (S.D. Fl.), available at 
http://articles.law360.s3.amazonaws.com/0429000/429648//mnt/rails_cache/https-ecf-
flsd-uscourts-gov-doc1-051112030447.pdf. 
 
Complaint, Allyson Netwall v. Shire U.S., Inc. (E.D. Pa.), available at 
http://articles.law360.s3.amazonaws.com/0429000/429648/Pennsylvania%20adderall%20
suit.pdf. 
 
Melissa Lipman, Shire Faces Consumer Antitrust Claims over Adderall, Law360,  
April 2, 2013, available at 
http://www.law360.com/competition/articles/%20429648?nl_pk=cd0232d6-572d-43db-
8639-
c26c14eb19db&utm_source=newsletter&utm%20_medium=email&utm_campaign=com
petition (subscription required). 

UPCOMING PROGRAMS 
 

International Licensing Issues in the U.S., EU, Brazil, and 
Canada 
April 23, 2013 
Noon-1:15 PM Eastern 

In this third program of a series of joint programs hosted by the Intellectual Property and 
International Committees, panelists will explore licensing issues in Brazil, Canada, the EU, and 
the U.S. Panelists from the FTC, the EC, and private practice, including a former enforcer from 
CADA, will provide an overview of existing law and discuss new developments such as the EC’s 
current review of its Technology Transfer Block Exemption Regulation and Guidelines.  The 
program will also include hypothetical questions aimed at providing a comparative analysis of 
the different jurisdictions. 

To register and receive dial-in information, please visit 
http://www.americanbar.org/content/dam/aba/marketing/20130423_at13423.pdf 

Antitrust and Patent Assertion Entities:  The DOJ-FTC 
Joint Workshop 
May 7, 2013 
12:00-1:15 Eastern 

In December 2012, the DOJ and FTC held a joint workshop on patent-assertion entity (PAE) 
behavior.  The DOJ and FTC also solicited comments from the public, which were submitted 
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through April 5, 2013.  In this program, panelists from the DOJ, FTC, in-house, and private 
practice will discuss the recent joint workshop and public comments, as well as explore the legal 
theories concerning PAE activity through a series of hypothetical scenarios. 

To register and receive dial-in information, please visit 
http://www.americanbar.org/content/dam/aba/marketing/20130507_at13507.authcheckdam.pdf 

Identifying Antitrust Issues in IP Matters 
May 22, 2013 
Noon-1:15 PM Eastern 

In this second of a two-part series of joint programs hosted by the ABA Section of Antitrust Law 
and the ABA Section of Intellectual Property Law, panelists from the government, in-house, and 
private practice will discuss how to identify possible antitrust issues in intellectual property 
matters.  Topics will include acquisitions, enforcement, and standard setting. 

To attend via teleconference, please register at  
http://www.americanbar.org/content/dam/aba/marketing/20130522_at13522.authcheckdam.pdf  

International Licensing Issues in the U.S., India, and Japan 
June 19, 2013 
9:30-10:45 AM Eastern 

In this joint program hosted by the Intellectual Property and International Committees, panelists 
from the FTC, in-house, and private practice will explore licensing issues in the U.S., India, and 
Japan.  The program will include an overview of existing law and new developments, as well as 
hypothetical questions aimed at providing a comparative analysis of the different jurisdictions. 

To attend via teleconference, please register at 
http://www.americanbar.org/content/dam/aba/marketing/20130619_at13619.authcheckdam.pdf 

A special thanks to Debbie Bellinger and Jaime Owens 
for their weekly contributions to tidBITS. 
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