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Introduction

Imagine you are an inventor. After years of intensive research, you created a breakthrough
technology with the potential to revolutionize the industry. Even better, you received a patent from
the Patent and Trademark Office on your first try. To sell your product, you created a start-up,
limited liability corporation (“LLC”) with a few of your closest friends and some angel investors.
Due to the transformative nature of your technology, you have been inundated with interest from
venture capitalists. You anticipate you will have plenty of funding to get your company off the
ground. Everything is going according to plan. On a whim, you decide to contact the International
Electrical and Electronics Engineers (“IEEE”). You tell the organization you have a game-
changing technology on your hands, and it will be essential to the entire industry. The organization
congratulates you on your momentous achievement and asks if you would like to make your
patented-technology a standard essential patent (“SEP”). This means your patent must be used,
along with others, to comply with an industry set standard. In layman’s terms, this means you get
to become part of the cool-kids club with other industry pioneers like yourself. What could be
better than that?

On the surface, becoming an SEP sounds like a company’s dream come true; a SEP not only means
wide exposure for the company, it also provides a practical guarantee the patent will make sales
and generate revenue. However, as the old saying goes, if something sounds too good to be true,
it usually is. Making a patented technology a SEP has incredibly far-reaching effects on the future
of a company, as well as the industry as a whole. So, before an inventor or business owner signs
on the dotted line, she needs to ask herself a very important question: Is FRAND my friend?

Before any company agrees to make its patented technology an SEP, it must know about FRAND;
the proverbial string upon which an SEP is premised. FRAND is a contractual agreement for a
company to provide “fair, reasonable, and non-discriminatory” licensing terms. The whole process
begins with a standard setting organization (“SSO”). These organizations “create standards for use
in designing and manufacturing technology products.” Microsoft Corp. v. Motorola, Inc., No. C10-
1823JLR, 2013 U.S. Dist. LEXIS 60233, at *11-12 (W.D. Wash. Apr. 25, 2013). These standards
are necessary because many highly sophisticated technologies must interact and work together for
the benefit of the end user (i.e. the customer). To accomplish its objective, SSOs designate certain
patents (“SEPs”) as “‘essential’ if [these patents are] necessary to implement either an optional or
mandatory provision of a standard.” Id. at *27 (W.D. Wash. Apr. 25, 2013). Since hundreds
(perhaps thousands) of SEPs may comprise a single standard, the process of creating a standard is
extremely complicated.

From the industry’s perspective, there are two significant risks associated with SEPs. The first risk
is patent hold-up; this occurs when a SEP owner demands excessive royalties after companies
commit to using the standard. This concern is premised upon the common-sense notion that once
a SEP is incorporated into a standard, the SEP owner will have greater bargaining leverage to
demand a higher rate. Those abiding by industry standards will have no choice but to pay the
higher rate or risk their product being incompatible with other technologies. The second risk is
royalty stacking; this occurs when a standard involves a large number of patents. In this situation,
companies may be forced to pay royalties to all SEP holders, which may become excessive in the
aggregate when all of the SEPs are stacked together. Ericsson, Inc. v. D-Link Sys., 773 F.3d 1201,
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1209 (Fed. Cir. 2014). In combination, patent hold-up and royalty stacking could potentially
bankrupt a company before its product even hits the market. This effectively stalls the industry
because the price of innovation is simply too high.

So, what is the solution? How do you deal with the problems of patent hold-up and royalty
stacking, while trying to institute an industry-wide standard? The smart people working at SSOs
thought they found a way. To facilitate the development of such technology, SSOs “seek
commitments from the owners of SEPs to license their patents to standard-users on [F]RAND
terms.” Microsoft Corp. v. Motorola, No. C10-1823JLR, 2013 U.S. Dist. LEXIS 60233, at *13.

At this stage, agreeing to a FRAND standard seems like a win-win for both the industry and the
individual patent owner. The industry gets assurance technological developments won’t be stifled
by individual patent SEP holders or the cumulative effect of SEP holder royalty rates. In turn, the
SEP owner gets assurance of a large quantity of royalty rates, wide distribution for his/her
technology, and the metaphorical status of getting a seat at the table (i.e. getting to be a part of the
standard making process). Lured in by the dream of big sales and even bigger dollar signs, many
companies are happy to make their patent a SEP. However, the proverbial honeymoon stage of the
SEP process is a short one. Like a shot-gun wedding in Vegas, the actual binding contractual
agreement is the easy part. Determining what actually constitutes a FRAND rate is where things
get tricky.

As almost any lawyer in any field of law will tell you, the word “reasonable” is also synonymous
with other words like “ambiguity” and “litigation.” Not surprisingly, in recent years, there have
been several high-profile cases concerning the meaning of a “reasonable royalty rate.” It should
be noted, compared to other areas of law, FRAND case-law is fairly undeveloped. In many
respects, this is not surprising; not every patent can qualify as a SEP and even SEPs within the
same standard can be very different. Unfortunately, the cases that have been litigated failed to
produce any bright-line rules for determining FRAND rates, but a few general principles can be
discerned. First, determining a FRAND rate is an extremely fact intensive process. Second, courts
generally agree the value of a SEP must be assessed independently from the value of the standard
itself. Third, not all SEPs should be treated the same because many SEPs differ in value. Fourth,
to prove a proper FRAND rate, a company should have a comparable FRAND rate or something
similar. Fifth, the need for a FRAND rate calculation is ultimately based on the contract between
the owner of the SEP and the SSO.

A. Microsoft Corp. v. Motorola, Inc., No. C10-1823JLR, 2013 U.S. Dist. LEXIS 60233
(W.D. Wash. Apr. 25, 2013).

Microsoft Corp. v. Motorola, Inc. is the foundational case for determining FRAND reasonable
royalty rates. In this high-stakes game of litigation, two heavyweights of the technology industry
were pitted against each other with millions of dollars at stake. In one corner was Motorola, who
owned patents essential to two standards (802.11 and H.264) and agreed to license them on
FRAND terms. In the other corner was Microsoft, who alleged Motorola refused to license its
SEPs on FRAND terms. Litigation ensued to determine the proper FRAND rate for Motorola’s
SEPs, with both Motorola and Microsoft advocating different approaches for calculating FRAND
rates.
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In an unusually long and detailed opinion, Judge Robart laid out his economic guideposts for
assessing FRAND royalty rates. He began by articulating the basic principles behind FRAND and
the nature of the FRAND commitment itself. He noted that a FRAND royalty rate should be
consistent with the promotion of the widespread adoption of the standard put forth by the SSO,
therefore patent holders must be limited to receiving a reasonable royalty based solely on the value
of the patented technology itself, rather than the value of the technology once it has been
incorporated into the standard. This apportionment principle was a key point of emphasis in this
case and the others that followed.

After addressing both Microsoft and Motorola’s proposed approaches, the Court laid out its own
framework for calculating a FRAND royalty rate, adopting a modified version of the Georgia-
Pacific 15 factor test to recreate a hypothetical negotiation between Microsoft and Motorola. See
Georgia-Pacific Corp. v. United States Plywood Corp., 318 F. Supp. 1116 (S.D.N.Y. 1970).
Applying the Georgia Pacific factors in a FRAND context, the Court made the following
observations, changes, and commentary:

 Georgia Pacific Factor 1:
o Georgia Pacific factor 1 examines the royalties received by the patentee for the

licensing of the patent in suit, proving or tending to prove an established royalty.
o In the [F]RAND context, such licensing royalties for a given patent(s) must be

comparable to [F]RAND licensing circumstances.
 Georgia Pacific factor 2:

o Georgia Pacific factor 2 examines the rates paid by the licensee for the use of other
patents comparable to the patent in suit.

o The Court did not expressly address this factor.
 Georgia Pacific Factor 3:

o Georgia Pacific factor 3 examines the nature and scope of the license.
o The Court did not expressly address this factor.

 Georgia Pacific Factor 4:
o Georgia Pacific factor 4 considers the licensor's established policy and marketing

program to maintain his patent monopoly by not licensing others to use the
invention or by granting licenses under special conditions designed to preserve that
monopoly.

o The Court found this factor was inapplicable in the [F]RAND context because the
licensor has made a commitment to license on [F]RAND terms and may no longer
maintain a patent monopoly by not licensing to others, extending to all
implementers of the standard.

 Georgia Pacific Factor 5:
o Georgia Pacific factor 5 examines the commercial relationship between the

licensor and licensee, such as whether they are competitors in the same territory in
the same line of business; or whether they are inventor and promoter.

o The Court stated this factor does not apply in the [F]RAND context.
 Georgia Pacific Factor 6 and 8:
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o Georgia Pacific factors 6 and 8 examine the importance of the patented invention
to both the licensor and licensee's sales, as well as to derivative and convoyed sales
to the licensee.

o With respect to factors 6 and 8, a reasonable royalty would not take into account
the value to the licensee created by the existence of the standard itself, but would
instead consider the contribution of the patent to the technical capabilities of the
standard and also the contribution of those relevant technological capabilities to the
implementer and the implementer's products. This is because there is substantial
value in the agreed standard itself apart from any contribution of the patented
technology to the standard, and the [F]RAND commitment exists so that SEP patent
holders cannot demand more than they contribute.

 Georgia Pacific Factor 7:
o Georgia Pacific factor 7 examines the duration of the patent and the term of the

license.
o The analysis concerning Factor 7 is greatly simplified in the context of a dispute

over a reasonable royalty for a [F]RAND-committed patent because the term of the
license would equate to the duration of the patent. In many circumstances, this
factor will have little influence on what constitutes a reasonable royalty under the
FRAND commitment.

 Georgia Pacific Factor 9:
o Georgia Pacific factor 9 considers the utility and advantages of the patent property

over the old modes or devices, if any, that had been used for working out similar
results.

o Through this factor, the parties to a hypothetical negotiation under a [F]RAND
commitment would consider alternatives that could have been written into the
standard instead of the patented technology. The focus is on the period before the
standard was adopted and implemented (i.e., ex ante).

 Georgia Pacific Factors 10 and 11:
o Georgia Pacific factor 10 generally relates to the character of the patented invention

and the benefits to those who used the invention. Similarly, factor 11 examines the
extent to which the infringer has made use of the invention and value of that use to
the infringer.

o In the [F]RAND context, both of these factors focus the hypothetical negotiation
on the contribution of the patent to the technical capabilities of the standard and
also the contribution of those relevant technical capabilities to the implementer and
the implementer's products.

 Georgia Pacific Factor 12:
o Georgia Pacific factor 12 looks at the portion of the profit or of the selling price

that may be customary in the particular business or in comparable businesses to
allow for the use of the invention or analogous inventions.

o This factor must be viewed through the lens of business practices involving
[F]RAND commitments. In other words, licensing fees for non-[F]RAND
committed patents customary in a business industry cannot form the basis for
comparison. Instead, factor 12 must look to customary practices of businesses
licensing [F]RAND-committed patents.

 Georgia Pacific Factor 13:
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o Georgia Pacific factor 13 looks at the portion of the realizable profit that should be
credited to the invention as distinguished from non-patented elements, the
manufacturing process, business risks, or significant features or improvements
added by the infringer.

o As with many of the other factors, in the [F]RAND context, it is critical to consider
the contribution of the patented technology apart from the value of the patent as the
result of its incorporation into the standard, the latter of which would improperly
reward the SEP owner for the value of the standard itself. Rewarding the SEP owner
with any of the value of the standard itself would constitute hold-up value and be
contrary to the purpose behind the [F]RAND commitment.

 Georgia Pacific Factor 14:
o Georgia Pacific factor 14 considers the opinion testimony of qualified experts.
o The Court does not explicitly address this factor, but clearly adopts it in the sense

it considered the opinion of many experts in its decision.
 Georgia Pacific Factor 15:

o Georgia Pacific factor 15 considers the amount that a licensor and a licensee would
have agreed upon (at the time the infringement began) if both had been reasonably
and voluntarily trying to reach an agreement.

o The SEP owner and the implementer would consider the [F]RAND commitment
and its purposes in their efforts to reach a license agreement.

In addition to the modified Georgia Pacific factors, the Court also considered the problems of
patent hold-up and royalty stacking in its overall analysis. Addressing the potential for patent hold-
up, the Court determined the parties would consider the contribution of the SEPs to the standard
and products adopting the standard. In practical terms, a SEP that is an extremely important part
of the standard would be rewarded with a higher FRAND royalty rate than one of lesser
importance. For example, the Court noted an SEP could be either optional or mandatory to the
implementation of the standard; though a SEP may make a significant contribution to the optional
part of a standard, if a standard implementer does not make use of this optional part of the standard,
the SEP would have little value to that entity. This factor would play a role in hypothetical
negotiations. In regard to the issue of royalty stacking, the Court determined “a [F]RAND
negotiation would not be conducted in a vacuum.” The parties would look to the “overall licensing
landscape” in assessing a royalty rate and would take into consideration the royalty rate of each of
the SEPs. The Court explained that if the aggregate royalty of all the SEPs exceeded the total
product price, this scenario would undermine FRAND’s purpose of widespread adoption because
it would make little economic sense. The countervailing consideration is the necessity to guarantee
SEP owners reasonable royalties for their intellectual property to incentivize them to agree to
FRAND rates.

After articulating its framework, the Court finally proceeded to apply it to determine the proper
FRAND royalty rate for Motorola’s 802.11 SEP portfolio and its H.264 SEP portfolio. The Court
began by examining Motorola's H.264 and 802.11 patent portfolios to determine each portfolio's
importance to its respective standard as well as the importance to Microsoft's products. The Court
then determined a royalty rate and range for Motorola's H.264 and 802.11 patent portfolios based
on certain Microsoft products.
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The Court ultimately issued a decision very favorable to Microsoft, despite favoring Motorola’s
general approach to calculating a FRAND rate. The Court made its decision based on a number of
findings and observations. After painstakingly describing Motorola’s 16 patents related to the
H.264 standard, as well as Motorola’s 24 patents (allegedly) related to the 802.11 standard, the
Court determined a large portion of the patents-at-issue made only limited contributions to their
respective standards. This limited contribution finding favored a lower rate.

The Court also found Microsoft’s comparable FRAND royalty rates more compelling than the
comparable rates submitted by Motorola, noting at least one of Motorola’s requests would raise
stacking issues. Other factors, such as lack of evidence, viable alternatives, and the relevance of
patent pools were also considered. Based on its 627 findings of fact, the Court finally determined
Motorola was entitled to a FRAND royalty rate of 0.555 cents per unit for its H.264 SEP portfolio,
with an upper bound of 16.389 cents per unit and a lower bound of 0.555 cents per unit, and
FRAND royalty rate of 3.471 cents per unit for its 802.11 SEP portfolio, with an upper bound of
19.5 cents per unit and a lower bound of 0.8 cents per unit. This finding was much closer to
Microsoft’s assessment of FRAND royalty rates than Motorola’s.

Due to its comprehensive analysis of FRAND, it is not surprising that Microsoft v. Motorola is
viewed by many legal experts as setting the baseline for other FRAND cases. Though it is clear
any FRAND case involves a fact-intensive analysis, Judge Robart’s opinion provided a useful set
of tools for future courts tackling the immense task of determining a FRAND rate. These tools
include the modified Georgia Pacific factors, apportionment of the value of SEPs, and the need
for comparable FRAND rates. These principles are important because bright-line rules are not
plausible in such a subjective inquiry. Since the outcome of a FRAND case is often dependent on
a great web of interrelated factors and the evidence presented in front of the court, there is always
great uncertainty in FRAND litigation about the outcome of any case.

B. TCL Communications Technology Holdings, Ltd. v. Telefonaktienbolaget LM
Ericsson United States District Court, C.D. California (Decided December 21,
2017) 2017 WL 6611635

This case addressed a long-standing dispute between the parties concerning worldwide licenses to
2G, 3G, and 4G standard essential patents (SEPs) owned by Ericsson. Ultimately, the court held
that none of Ericsson’s previous offers satisfied its obligation to license its SEPs on terms that are
fair, reasonable, and non-discriminatory (“FRAND”). Subsequently, the court then provided its
own calculation of FRAND rates using both its own modified version of the “top-down” approach
and benchmarking against comparable licenses from other firms who are “similarly situated.”
Further, the District Court made significant use of the non-discrimination prong of the FRAND
commitment in determining the FRAND royalty rate. Additionally, the District Court explained
that for non-discrimination purposes, even low end vendors, such as TCL, will be considered
“similarly situated” to high end vendors, such as Apple. Thus, low end vendors can reap the benefit
of the rates that high end vendors can negotiate with SEP holders. TCL v. Ericsson provides
additional case law outlining the legal framework for parties negotiating FRAND licenses.

TCL is a mobile telecommunications vendor that licenses patents from telecommunications
companies like Ericsson. In the 2000s, Ericsson helped to develop the technology that was
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eventually chosen as the standard for wireless communications by the European
Telecommunications Standards Institute (ETSI). ETSI is a standard-developing organization that
adopts globally-accepted technological standards to facilitate compatibility between products and
services in the telecommunications industry. This resulted in Ericsson obtaining SEPs for 2G, 3G,
and 4G wireless technologies. When the relevant standards associated with this wireless
technology was chosen, Ericsson ensured that it would license its SEPs to prospective licensees
on FRAND terms. In 2007, TCL obtained a license to Ericsson’s 2G SEPs that expired in 2014.
Further, in 2011, TCL and Ericsson began negotiating licensees for Ericsson’s 3G SEPs. These
negotiations continued in 2013 with regards to Ericsson’s 4G SEPs. Despite the lengthy
negotiations, the parties were unable to agree on license terms. This led to Ericsson filing a multiple
lawsuits against TCL between 2012 and 2014 in 6 non-U.S. jurisdictions. TCL then
counterclaimed that Ericsson failed to license its SEPs on FRAND terms and additionally filed its
own suit in the United States District Court for the Central District of California seeking a judicial
declaration that Ericsson breached its obligation to offer TCL a license on FRAND terms.

The District Court primarily addressed two issues: (1) whether Ericsson had met its FRAND
obligation in its negotiations with TCL, and (2) whether either of Ericsson’s two final offers prior
to litigation satisfied its FRAND commitments. The 10-day bench trial held that despite Ericsson
negotiating in good faith with TCL, neither of Ericsson’s final offers were on FRAND terms. Thus,
the court preceded to determine the FRAND royalty rate that should apply to the license agreement.

Prior U.S. cases have established that a FRAND royalty must be based on the value of the patented
feature and not any value added by the standard’s adoption of the patented technology. There are
two typical methods used to calculate SEP royalties for patents subject to FRAND commitments.
These methods include (1) Bottom-Up and (2) Top-Down. The bottom-up approach assesses the
value of SEPs in isolation, using comparable license agreements and other various methodologies,
but without significant reference to other patents covering the same standard. However, the top-
down approach determines the aggregate royalty that should be paid for all SEPs covering a
particular standard, and then allocates an appropriate portion of the total to the asserted SEPs. In
this case, the District Court rejected the FRAND methodologies and resulting FRAND royalty
rates proposed by both TCL and Ericsson and instead used its own modified top-down approach.
The District Court explained that this method prevents royalty stacking – a circumstance that
occurs when individual SEP holders each demand a royalty that when combined can be deemed
excessive.

The District Court then analyzed whether Ericsson’s offers to TCL complied with the non-
discrimination prong of its FRAND commitment. In order for a licensor to comply with the non-
discrimination prong, the licensor must not discriminate against “similarly situated” licensees.
When determining which firms and entities are similarly situated, the District Court explained that
the basis for comparison must be all firms reasonably well-established in the world market for
telecommunications products. In particular, the court concluded that an entity that sells most of
its products in a single country must be excluded from the group of entities that are deemed to be
similarly situated. Ericsson argued that Apple and Samsung should not be included in the group
of entities deemed similarly situated because these two entities have a much larger market share
and global brand recognition. However, the District Court rejected that argument and explained
that the non-discrimination prong would have little bite if the largest and most profitable entities
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were excluded from the group of entities classified as similarly situated just because they are in
fact large and profitable. Thus, the District Court found that Apple, Samsung, Huawei, LG, HTC,
and ZTE were all entities similarly situated to TCL.

Further, the District Court established that Ericsson’s licenses to Apple and Huawei were
appropriate benchmarks to use as a comparison for Ericsson’s offers to TCL. This holding is
particularly important because it illustrates that low end vendors will be treated the same as high
end vendors with regards to licensing agreements; thus, low end vendors can benefit from high
end vendors being able to negotiate licensing agreements with potentially higher royalty rates.
After analyzing the complex license agreement offers by Ericsson to TCL, the court concluded
that these offers were vastly different than the rates which Ericsson agreed to accept for licenses
with entities similarly situated to TCL. Thus, Ericsson’s offers to TCL were held to be
discriminatory and noncompliant with its FRAND commitments.

Because the District Court concluded that Ericsson’s offers to TCL were not in compliance with
FRAND, the District Court proceeded to determine the appropriate FRAND royalty rate for TCL’s
desired license. When calculating this royalty rate, the District Court used both the top-down
method as well as the comparable licenses that were used in the non-discrimination analysis.
Ultimately, the District Court determined that the royalty rate for the U.S. should be 0.164% for
2G SEPs, 0.300% for 3G SEPs, and 0.450% for 4G SEPs. Also, the District Court held that TCL
must pay Ericsson approximately $16.5 million for past unlicensed sales. Lastly, an appeal was
filed by TCL in the Federal Circuit on March 29, 2018; thus, the ultimate outcome of this case is
still pending.

Both Microsoft v. Motorola and TCL v. Ericsson establish frameworks for assessing FRAND
terms. As the first U.S. court to set FRAND royalty rates for SEPs, the District Court for the
Western District of Washington employed a modified version of the Georgia-Pacific factors which
courts have used to calculate “reasonable royalty” damages in patent infringement actions when
resolving the case in Microsoft v. Motorola. As in TCL v. Ericsson, the court in Microsoft v.
Motorola explained that a FRAND commitment should be interpreted to limit a patent holder to a
reasonable royalty on the economic value of the patented technology in isolation and not with
regards to the value associated with the incorporation of the patented technology into the standard.
Although both District Court decisions only represent the view of the Western District of
Washington and the Central District of California, and thus are not binding on other district courts,
high U.S. courts, or courts in other jurisdictions, both decisions have and will impact the legal
framework applied when determining if a party has complied with its FRAND commitment and
calculations of appropriate royalty rates for SEPs subject to FRAND. In particular, TCL v. Ericsson
represents the growing trend of using top-down royalty calculation as well as both large firms and
small firms making the same product to all be classified as similarly situated entities when
performing the non-discrimination analysis. Although TCL v. Ericsson provides additional case
law regarding FRAND determinations, much of the decision rested on the particular facts of the
case. Thus, future case holdings and particularly, the result of the appeal filed in the Federal Circuit
following the District Court’s decision in TCL v. Ericsson, will illustrate whether the conclusions
the court adopted in TCL v. Ericsson will become the standard.
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C. Apple Inc. v. Qualcomm Inc. No. 3:17-cv-00108-GPC-MDD, 2017 U.S. Dist.
LEXIS 145835 (S.D. Cal. Sep. 7, 2017)

The dispute between Apple and Qualcomm is rooted in the concept of the “FRAND
commitment.” The European Telecommunications Standards Institute (ETSI) is one of the most
influential standard setting organizations (“SSO’s”) in the cellular communications industry. As
a part of its Intellectual Property Rights (“IPR”) Policy, ETSI requires any of its members that
own a standard-essential patent (“SEP”) to make such licenses available on fair, reasonable and
non-discriminatory (“FRAND”) terms, hence the “FRAND commitment.” Patents are
considered SEPS if the patented technologies assist products within an industry in working
together. Qualcomm currently holds thousands of SEPs that relate to 3G and 4G cellular
communication standards and are thus classified as those that should be licensed under the
“FRAND commitment.” However, Qualcomm has never had a licensing agreement with Apple.
Apple had been utilizing Qualcomm’s SEPs by depending on the licensing agreements between
Qualcomm and the manufacturers that produce Apple’s iPhones and iPads. Because of this, in
2016, Qualcomm contacted Apple and made offers to negotiate a direct licensing agreement.
Apple rejected Qualcomm’s offers and then filed suit claiming that the offers were non-FRAND.

Apple filed suit against Qualcomm in January 2017. As part of the suit, Apple sought
declarations of no patent infringement on fifty-three counts relevant to eighteen of Qualcomm’s
patents. In the event the court found that Apple’s technology infringed on Qualcomm’s patents,
Apple asked the court to set a FRAND royalty rate for those same patents. Apple also listed
three steps they felt were necessary to determine the reasonable royalty rate: 1) Determine
whether the market demand for the device is driven by the cellular functionality; 2) Identify the
smallest component that can be sold; and, 3) Apportion the value of the smallest component
within the entire device. Additionally, Apple filed numerous foreign actions against Qualcomm,
including a specific FRAND related claim filed in the United Kingdom urging the court to
require Qualcomm-United Kingdom to offer a direct license to Apple-United Kingdom In
response to the numerous actions filed by Apple, Qualcomm filed counterclaims arguing that the
FRAND royalty terms that Qualcomm offered to Apple were for their global portfolio of SEPs,
and thus, settling the case within the United States would also settle any foreign lawsuits as well.
As an alternative, Qualcomm also moved for an anti-suit preliminary injunction against Apple to
enjoin all the foreign actions, contending that Apple’s foreign actions are a part of the dispute
already brought forth by the United States parent company. Qualcomm’s motion for an anti-suit
injunction was denied.

Ordinarily, anti-suit injunctions are typically granted to prevent a contractual breach, as a court
can only grant the anti-suit injunction with respect to a valid agreement. More specifically, there
are a limited amount of circumstances where a court will grant an anti-suit injunction to prevent
litigation in foreign courts. In such situations, courts will consider not only the totality of the
circumstances, but also consider comity, the interest of the parties, and the need to exercise
caution when involving itself in ongoing foreign proceedings. Ultimately, a court will grant the
anti-suit injunction if the interests of justice require it.

Qualcomm hinged their motion for an anti-suit preliminary injunction on the Microsoft Corp. v.
Motorola, Inc., case, arguing that the injunction was necessary so that the district court could
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resolve the global FRAND issues. However, the differences between Microsoft and this case
were enough for the court to determine the situations were not similar enough to produce the
same holding. As noted, anti-suit injunctions are based in contractual relationships. Further, a
FRAND violation is a breach of the contract between the SSO and the owner of the SEP. In
Microsoft, the court enjoined Motorola because Motorola was the party with the binding
agreement to the SSO. As such, that same contract dictated Motorola’s obligation to make a
FRAND offer to Microsoft. In comparison, in this case the court said, “Apple, unlike Motorola
and Qualcomm, has made no binding commitment that limits the relief that it may seek or how it
may enforce that relief. Whereas Qualcomm’s negotiations with Apple are constrained by its
contractual obligations to ETSI, Apple is free to decline or accept Qualcomm’s offer regardless
of whether it complies with FRAND.” Apple Inc. v. Qualcomm, Inc., No. 3:17-cv-00108-GPC-
MDD, 2017 U.S. Dist. LEXIS 145835, at *10 (S.D. Cal. Sep. 7, 2017). Qualcomm was the party
with the contractual agreement with ETSI and therefore contractually obligated to offer a
FRAND license to Apple or be in breach.

Another reason the court in Microsoft enjoined Motorola is because Microsoft was able to show
that the domestic issues/claims were functionally similar to the foreign issues/claims, and
therefore, interfering with foreign proceedings was appropriate. Qualcomm contended that the
injunction was necessary because the court’s determination on Qualcomm’s global FRAND
obligation would be binding to the foreign entities. This argument failed because the court was
unable to find any relation between Qualcomm’s obligations under the contract with ETSI and
the causes of action raised by Apple under foreign laws. Additionally, Apple argued that the
foreign claims are based on Qualcomm’s foreign patents and thus grounded in foreign patent
law. As such, any decision made by the U.S. court would have no right in a foreign jurisdiction.
Lastly, in Microsoft, the court found that the dispute between the parties was a private one.
However, this case implicated public concerns. To that end, the court agreed that Qualcomm’s
contractual obligation to ETSI was global. Qualcomm’s licensing practices have previously
been investigated by foreign entities, resulting in violations and fines. Concerns about violations
of anti-monopoly laws in their licensing practices have been raised by the Federal Trade
Commission. More recently, Qualcomm settled with Taiwan’s antitrust regulator for $93 million
over issues with its patent licensing. These issues assisted with the court’s decision to not
involve itself in foreign matters.

While Microsoft is considered a leading case for FRAND determinations, this case provides a
clearer view of the parameters that need to be established prior to a FRAND royalty rate
calculation. The court’s approach to determine whether an anti-suit injunction was appropriate
helped to establish whether a global FRAND calculation was even needed, and further, whether
the same calculation would be relevant for any foreign claims. Lastly, this case also highlights
that the solution to disputes about FRAND rates in licensing agreements begins with the
contractual relationship between the SSO and the owner of the SEP.


