
































































































PUBLIC VERSION

Trade of the S. Finance C0mm., 99th Cong. 188 (1986) (statement of Richard C. Witte, Vice
President, Intellectual Property Owners, Inc.). Commission Chairwoman Dr. Paula Stem
confirmed in statements before Congress that “the mere licensing activities of an intellectual
property owner do not constitute a domestic industry” in light of the Wheeled Vehicles and
Gremlins decisions unless the invention is commercialized. See Intellectual Property and Trade
Hearings before the Subcomm. on Courts, Civil Liberties, and the Administration of Justice of
the H Comm. on the Judiciary, 99th Cong. 470-474 (1986).

The legislative history makes clear that Congress’s intent, in amending section 337 in
1988, was to reverse the Commission’s practice of limiting section 337 relief to complainants
that engage in the domestic manufacture of a product practicing the asserted patent or other
intellectual property right. See H.R. Rep. No. 99-581, Pt.1, at 112 (1986) (explaining that the
proposed legislation sought to address the Wheeled Vehiclesand Gremlins decisions). Congress
sought a broader definition of domestic industry, one that would provide access to relief under
section 337 to entities previously excluded. The 1987 House Report therefore states:

The Committee is concerned, however, that in some recent decisions the
Commission has interpreted the domestic industry requirement in an
inconsistent and unduly narrow manner. In order to clarify the industry
standard, a definition is included which specifies that an industry exists in
the United States with respect to a particular article involving an
intellectual property right if there is, in the United States, -

1. Significant investment in plant and equipment;
2. Significant employment of labor or capital; or
3. Substantial investment in the exploitation of the intellectual property
right including engineering, research and development or licensing.

The first two factors in this definition have been relied on in some

Commission decisions finding that an industry does exist in the United
States. The third factor, however, goes beyond ITC’s recent decisions in
this area. This definition does not require actual production of the article
in the United States if it can be demonstrated that significant investment
and activities of the type enumerated are taking place in the United States.
Marketing and sales in the United States alone would not, however, be
sufficient to meet this test. The definition could, however, encompass
universities and other intellectual property owners who engage in
extensive licensing of their rights to manufacturers.

H. R. Rep. No.100-40, Pt. 1, at 157 (emphasis added); see also H. R. Rep. N0. 100-576, at 634
(1988) (Conference Report for the “Omnibus Trade and Competitiveness Act of 1988” also
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using the language “substantial investment in exploitation of the intellectual property right,
including engineering, research and development, or licensing”).

As the highlighted language indicates, Congress was concemed with expanding the
definition of domestic industry to cover domestic activities other than manufacturing that exploit
the relevant intellectual property right. While the legislative history does make passing reference
to the idea that patentees license their rights “to manufacturers,” that was likely the only
licensing model that Congress was aware of at the time. The main point in the passage is not that
Congress wanted to change from a domestic industry definition premised on domestic production
to one based on domestic OR foreign production (the latter of which is nowhere mentioned), but
that it wanted to change from a domestic industry definition premised on domestic production to
one based on domestic production OR other substantial domestic economic activities that exploit
the asserted intellectualproperty right.

Indeed, in the course of debate over the 1988 amendments, Congress gave serious
consideration to proposals, including one supported by the Administration, to eliminate any
domestic industry requirement from section 337. See Intellectual Property Rights: Hearings
before the Subcomm. on Int’l Trade of the S. Finance Comm, 99th Cong. ll-13 (1986) (Finance
Committee Trade Staff Memo to Finance Committee Members) (“Finance Committee Memo”).

Opponents of eliminating the domestic industry requirement argued that such a change would
tum the Commission into a forum where two foreign companies that import products into the
United States, one of which owns a U.S. patent but neither of which engages in meaningful
economic activity in the United States, could adjudicate patent rights. See Intellectual Property
and Trade: Hearings before the Subcomm. on Courts, Civil Liberties, and the Administration of
Justice of the H. Comm. on the Judiciary, 99th Cong. 70 (1986) (statements of Dr. Paula Stern,
Chairwoman, 1nt’lTrade Comm’n) (“We would be the arbiter as to who gets the marketplace
among the importers”). Ultimately, Congress adopted a “middle grotmd,” explaining that:

Although the injury test has been eliminated for intellectual property
rights cases, a complainant must establish that a U.S. industry relating to
the articles or intellectual property right concerned “exists or is in the
process of being established.” This requirement was maintained in order
to preclude holders of U.S. intellectual property rights who have no
contact with the United States other than owning such intellectual property
rights from utilizing section 337. The purpose of the Commission is to
adjudicate trade disputes between U.S. industries and those who seek to
import goods from abroad, Retention of the requirement that the statute
be utilized on behalf of an industry in the United States retains that
essential nexus.

H.R. Rep. No.100-40, Pt. 1, at 156-157 (emphasis added); S. Rep. No. 100-71, at 129; see also
Finance Committee Memo at 11 (“Those favoring retention of the industry requirement argue
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that its elimination would in some cases leave the ITC merely protecting one foreign producer
from another, with no appreciable benefit of U.S. jobs or production capability.”). Thus,
Congress was focused on extending section 337 to protect domestic jobs and economic activity
associated with IP rights, without proof of manufacturing activities, be they domestic or foreign.

In passing the 1988 amendments, Congress listed a number of specific types of entities
that it thought could not meet the domestic industry requirement under pre-1988 Commission
practice, but should be able to do so under the amended definition. These entities included
“universities and other intellectual property owners who engage in extensive 1icensing” (H. R.
Rep. No.l0O-40, Pt. 1, at 157); inventors (133 Cong. Rec. S. 1795 (Feb. 4, 1987) (statement of
Sen. Lautenberg) (“the New York inventor of fibre optic waveguide”)); “the California movie
studio that licenses the Gremlins character” (id.); “a start-up biotech firm” (z'd.);and “universities
and small businesses” (132 Cong. Rec. H. 1784 (April 10, 1986) (statement of Rep.
Kastenmeier)).

Ultimately, the final language adopted by Congress in 1988 is slightly different than the
language quoted in the 1987 House Report noted above. Specifically, the statute has since 1988
provided as follows:

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

(A) significant investment in plant and equipment;

(B) significant employment of labor or capital; or

(C) substantial investment in its exploitation, including engineering,
research and development, or licensing.5 

19 U.S.C. § 1337(a)(3) (emphasis added).

Commission Practice Since the 1988 Amendments

Soon after the enactment of the 1988 amendments, complainants began filing cases
invoking subparagraph (a)(3)(C). In a series of investigations in the 1990s, Commission ALJs
issued decisions holding that a complainant asserting a licensing-based domestic industry under

5 I have been unable to find any information in the legislative history of the 1988 amendments to section 337
that explains why the language quoted in the 1987 House Report (“substantial investment in the exploitation of the
intellectual property right”) was changed to “substantial investment in its exploitation” (the key statutory language at
issue in the present investigation). See H. R. Rep. No. 100-576, at 634. Nonetheless, it would be difficult to
conclude that, by making this change, Congress intended to change the meaning of the statute in a manner that
would undermine the purposes for which the new statutory language was being adopted.
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section 337(a)(3)(C) did not need to show that either it or its licensee practiced the asserted
patent.6 See Certain Microcomputer Memory Controllers, Components Thereof and Products
Containing Same, Inv. No. 337-TA-331, Order No. 6, 1992 WL 811299, at *4 (Jan. 8, 1992),
not reviewed, 57 Fed. Reg. 5710 (Feb. 12, 1992). (“The word ‘its’ before the word ‘exploitation’
in (C) must refer to exploitation of the patent (because it is singular) rather than to exploitation of
‘articles protected by the patent’ (which are plural)”); Certain Dynamic Sequential Gradient
Compression Devices and Component Parts Thereof, Inv. No. 337-TA-335, ID, 1992 WL 12
668881, at *43 (May 15, 1992), not reviewed in relevantpart, 1992 WL 1266888, at *2 (June
15, 1992) (“non-manufacturing activities such as research and development and engineering (as
well as licensing) can be sufficient to constitute a domestic industry. Accordingly, a complainant
in a Section 337 investigation need not manufacture the product covered by the claims of the
patent in order to establish that a domestic industry exists”); Certain Digital Satellite System
(DSS)Receivers and Components Thereof lnv. No. 337-TA-392, ID, 1997 WL 696255, at *8
(Oct. 20, 1997) (“[I]n view of the language of criterion (C) and its legislative history, supra,
complainant has satisfied the domestic industry requirement if complainant has invested a
substantial amount of money to exploit the [asserted] patent. [The ALJ] further finds that the
statute does not require a complainant to manufacture the patented product nor does it require
that a complainant show that a product covered by the [asserted] patent is made by complainant’s
licensees.”), taking no position on domestic industry on review where respondents did not
oppose the ALJ’s domestic industry determination, 62 Fed. Reg. 65285 (Dec. 11, 1997).

In Certain Semiconductor Chips with Minimized Chip Package Size and Products
Containing Same, Inv. No. 337-TA-432 (“Semiconductor Chips”), the Commission was squarely
presented with the issue of whether a complainant is required to show that it or one of its
licensees practices a patent-in-suit in order to find that a domestic industry exists based on
licensing under section 337. ln that investigation, complainant Tessera did not undertake to
show any specific articles practiced the asserted patents. In fact, respondent Texas Instruments
had moved for sanctions on the grounds that Tessera allegedly misled the Commission by

5 During this period the Commission’s ALJs, and eventually the Commission itself, first coined the terms
“economic prong” and “technical prong” with respect to the statutory domestic industry requirement. See, e.g.,
Certain Integrated Circuit TelecommunicationsChips and Products Containing Same, Including Dialing Apparatus,
Inv. 337-TA-337, Order No.44, 1992 WL 811431 (July 22, 1992). The term “economic prong” is loosely used to
refer to the various “investment” requirements set out in section 337(a)(3), while the term “technical prong” is
loosely used to refer to the statutory language in both (a)(2) and (a)(3) referring to “articles protected by the patent,
copyright, trademark, or mask work concemed.” The Commission first used these terms in an opinion in 1996. See
Certain Variable Speed WindTurbines and Components Thereof lnv. No. 337-TA-376, Comm’n Op., 1996 WL
1056330, at *13-14 (Aug. 30, 1996). Since that time, some decisions have said that there is no technical prong
requirement with respect to licensing industries, see, e.g., Certain Semiconductor Chips with Minimized Chip
Package Size and Products Containing Same, Inv. No. 337-TA-432, Order 13 at ll (June 5, 2002), not reviewed,
Notice, 66 Fed. Reg. 58424 (Nov. 21, 2001), while others have said that the technical prong is the requirement that
the licensing activities are actually related to the asserted intellectual property right. See Certain Stringed Musical
Instruments and Components Thereojf lnv. No. 337-TA-586, Comm’n Op., at 14 (May 16, 2008). Despite the
frequent use of these shorthand tenns by the Commission, its AL] s, and parties before the agency, it is important to
note that these terms are not statutory and that it is the statutory language setting forth what is required to establish a
domestic industry that is at issue in this investigation.
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alleging satisfaction of the technical prong of the domestic industry requirement in its complaint,
but then never attempted to offer proof of the existence of an actual article during the
investigation.

On summary determination, the ALJ held that “as a matter of law, a complainant is not
required to show that it or one of its licensees practices a patent-in-suit in order to find that a
domestic industry exists pursuant to 19 U.S.C. § 1337 (a)(3)(C), which pertains to licensing.”
Order 13 at 11 (JLme5, 2002). The ALJ’s analysis considered both the language of the statute
and the legislative history. He concluded that the words “its” in section 337(a)(3)(C) “cannot
refer to the ‘articles’ protected by the patent.” Id at 12. The ALJ reasoned that “[b]ecause of the
singular nature of the word ‘its,’ it must refer to the singular noun ‘patent’ or one of the other
forms of intellectual property, which are all enumerated in the singular.” Id. Although Texas
Instruments petitioned for review, the Commission determined not to review the initial
determination. 66 Fed. Reg. 58424 (Nov. 21, 2001). The initial determination therefore became
the final determination of the agency. Ultimately, the Commission found a violation of section
337.

Again, in Certain Digital Processors and Digital Processing Systems,Inv. No. 337-TA
559 (“Digital Processors”), the Commission rejected the notion of an articles requirement for
licensing under section 337(a)(3)(C). In that investigation, complainant Biax argued that it
satisfied the domestic industry requirement based on licensing activities alone. Biax never
established the existence of any specific articles that practiced the asserted patent.

The ALJ disposed of the articles issue explaining that, “[w]hen a complainant relies on
the existence of a licensing program to satisfy subsection (C), the complainant need not show
that it or one of its licensees practices the patent-in-suit in order for the Commission to find a
domestic industry.” ID at 85 (June 21, 2007). ln so doing, the ALJ provided an extensive
discussion of the legislative history of the 1988 amendments. Id. at 88-95. The ALJ concluded
that it was clear that the intent of Congress was to allow entities that were actively licensing their
patents in the United States to be able to avail themselves of the trade remedies offered by
section 337. On review, the Commission determined not to review the pertinent portions of the
ID, thus adopting the ALJ’s ruling on domestic industry, but ultimately found no violation of
section 337 on other grounds. Comm’n Notice at 2 (Aug. 6, 2007).

More recently, in Certain 3G Wideband Code Division Multiple Access (WCDMA)
Handsets, Inv. 337-TA-601 (“3G Wideband Handsets”), the Commission again reaffirmed its
understanding of the statute and legislative history. Similar to Digital Processors, complainant
InterDigital did not undertake to show that any specific articles practiced the asserted patents.
On stunmary determination, the ALJ found the existence of a domestic industry based purely on
InterDigital’s substantial investments in its licensing program. Order No. 20 (Feb. 20, 2009).
Relying on Commission precedent, the ALJ rejected Samsung’s argument regarding an alleged
articles requirement. The ALJ explained that the statute for purposes of licensing “does not
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require a complainant ‘to manufacture the patented product nor does it require that a complainant
show that a product covered by the . . . patent is made by the complainant’s licensees.“ Id. at 4.
The Commission determined not to review, and thus adopted, the ALJ’s initial determination.
Comm’n Notice (July 25, 2008).

The Commission’s longstanding interpretation of section 337(a)(3)(C) with respect to the
requirements for establishing a domestic industry based on licensing stands in stark contrast with
its practice under sections 337(a)(3)(A) and (a)(3)(B), where it has always required a
complainant to prove that it produces “articles” that practice at least one claim of each asserted
patent (or that are covered by an asserted copyright, trademark, or mask work). See, e.g.,
Certain Stringed Musical Instruments and Components Thereof, Inv. No. 337-TA-586, Comm’n
Op., at 13 (May 16, 2008) (“With respect to section 337(a)(3)(A) and (B), the technical prong is
the requirement that the investments in plant or equipment and employment in labor or capital
are actually related to ‘articles protected by’ the intellectual property right which fonns the basis
of the complaint.”).7

In the current investigation, the ALJ’s ID finding that complainant TPL proved it
satisfied the domestic industry requirement is consistent with the 25 years of Commission
practice described above. The ALJ found that TPL maintained an extensive licensing program
with respect to the asserted patents, based on evidence of the activities of

ID at 145-147. The ALJ also found that TPL’s licensing

expenditures were substantial. ID at 155. TPL did not prove and the ALJ did not find that it
produced or that any of its domestic or foreign licensees produced, any article that practiced at
least one claim of the asserted patents, consistent with Commission precedent. See ID at 131. I
agree with the ALJ that this is the correct result.

The Federal Circuit’s InterDigital Decisions

The Federal Circuit has recently addressed the requirements for establishing a domestic
industry based on licensing under section 337(a)(3)(C) in its decisions in InterDigital I and

7 The Commission has never issued an opinion definitively ruling on whether a complainant asserting the
existence of a domestic industry tmder section 337(a)(3)(C) based on engineering or research and development
must, as a matter of law, prove that it produces an article that practices at least one claim of the asserted patent. As a
practical matter, it is difficult to imagine how a complainant could show that it had made a substantial investment in
the exploitation of a patent through engineering or research and development other than by showing that it spent
resources to develop a product using the relevant technology. Thus, it is not surprising that complainants routinely
offer such proof. Nonetheless, from a purely legal standpoint, one could argue that it is sufficient, but not necessary,
to prove the existence of “articles” to demonstrate the existence of a domestic industry based on research and
development or engineering.
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InterDigital II. InterDigital Commc’ns, LLC v. Int ’l Trade Comm ’n,690 F.3d 1318 (Fed. Cir.
2012) (“InterDigilal I”); InterDigital C0mmc’ns, LLC v. Int ’l Trade Comm ’n, 707 F.3d 1295
(Fed. Cir. 2013) (“InterDigital I1”). For the reasons discussed below, I believe my decision in
this investigation is consistent with the Federal Circuit’s holdings in its InterDigital opinions.

The InterDigital decisions arose out of Certain 3G Mobile Handsets and Components
Thereof, Inv. 337-TA-613 (“Mobile Handsets”). In Mobile Handsets, similar to the current
investigation, complainant InterDigital alleged a domestic industry based on licensing under
section 337(a)(3)(C). Before the ALJ, InterDigital moved for summary determination that it
satisfied the domestic industry requirement based solely on its investment in licensing activities
in the United States. InterDigital did not Lmdertaketo show that any specific articles, including
any licensee products manufactured abroad, practiced the asserted patents. In response to
InterDigital’s motion, respondent Nokia argued that the motion should be denied because a
complainant seeking protection under the statute must show the existence of an article protected
by the patent for licensing-based domestic industries. See Order No. 42 (July 27, 2009).

The ALJ granted InterDigital’s motion finding the existence of a domestic industry under
section 337(a)(3)(C) based purely on InterDigital’s substantial investments in licensing. Id.
Relying on Commission precedent, including Semiconductor Chips and 3G WidebandHandsets,
the ALJ rejected Nokia’s argument regarding an alleged articles requirement. Id. at 17. The
ALJ explained that the statute for purposes of licensing “does not require a complainant ‘to
manufacture the patented product nor does it require that a complainant show that a product
covered by the . . . patent is made by the complainant’s licensees.”’ Id. at 5. The Commission
determined not to review the ALJ’s initial detennination, which therefore became the final

determination of the agency. Comm’n Notice (April 9, 2009).

On appeal, the Federal Circuit’s initial panel opinion, InterDigital I, affirmed the
Connnission’s domestic industry finding. See InterDigital I, 690 F.3d at 1329 (“The
administrative lawjudge held that InterDigital’s activities satisfied the domestic industry
requirement, and we agree.”) (emphasis added). Citing Digital Processors and 3G Wideband
Handsets, the Court explained that “the Commission has consistently ruled that a domestic
industry can be found based on licensing activities alone.” Id. at 1330. The Court also noted
that “[i]f there were any ambiguity as to whether the statute could be applied to a domestic
industry consisting purely of licensing activities, the Commission’s consistent interpretation of
the statute to reach such an industry would be entitled to deference under the principles of
Chevron.” Id. Because the Federal Circuit affimred the Commission, stated that the

Commission’s statutory interpretation was entitled to Chevron deference, and approvingly noted
the Commission’s long practice of not requiring proof of the existence of articles, I understand
InterDigital I to hold that a domestic industry Lmdersection 337(a)(3)(C) can be supported by
substantial investments in licensing activities alone without proof of the existence of any articles.
Id. at 1329.
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In response to Nokia’s petition for panel rehearing or rehearing en banc, the Federal
Circuit subsequently issued a supplemental opinion, InterDigital II, in support of its decision in
InterDigital I. See 707 F.3d 1295 (Fed. Cir. 2013). That opinion, however, contains a number of
passages that are difficult to reconcile either with each other or with the Court’s ultimate
decision to uphold the Commission’s domestic industry determination. Some language suggests
that the Court intended to impose an “articles” requirement for licensing under section
337(a)(3)(C), in addition to sections 337(a)(3) (A) and (B). For example, the Court stated:

The Commission and the court construed those phrases to define the
subject matter that is within the statute’s protection. With respect to
subparagraph (A) of paragraph 337(a)(3), the “significant investment in
plant or equipment” that is required to show the existence of a domestic
industry must exist “with respect to the articles protected by the patent” in
question. That requirement will typically be met if the investment in plant
and equipment is directed at production of articles protected by the patent.
Similarly, with respect to subparagraph (B) of paragraph 337(a)(3), the
“significant employment of labor or capital” that is required to show the
existence of a domestic industry must exist “with respect to the articles

protected by the patent.” That requirement will likewise typically be met
by a showing that significant labor or capital is being expended in the
production of articles protected by the patent. Applying the same analysis
to subparagraph (C) of paragraph 337(a)(3) produces a parallel result that
is consistent with the Commission's and this court's statutory construction:
The "substantial investment in [the patent's] exploitation, including
engineering, research and development, or licensing” must be “with
respect to the articles protected by thepatent, ” which means that the
engineering, research and development, or licensing activities must
pertain toproducts that are covered by thepatent that is being asserted.
Thus, just as the “plant or equipment” referred to in subparagraph (A)
must exist with respect to articles protected by the patent, such as by
producing protected goods, the research and development or licensing
activities referred to in subparagraph (C) must also exist with respect to
articles protected by thepatent, such as by licensingprotected products.
This accords with the common description of the domestic industry
requirement as having two “prongs”: the “economic prong,” which
requires that there be an industry in the United States, and the “technical
prong,” which requires that the industry relate to articles protected by the
patent.

12



PUBLIC VERSION

707 F.3d at 1297-98 (emphasis added).

In a similar marmer, the Court also stated the following, which could be interpreted to
54endorse an articles” requirement for licensing-based industries:

The only question is whether the [sic] InterDigital’s concededly
substantial investment in exploitation of its intellectual property is “with
respect to the articles protected by the patent.” That requirement is
satisfied in this case because the patents in suit protect the technology that
is, according to InterDigital’s theory of the case, found in the products that
it has licensed and that it is attempting to exclude.

Id. at 1299.

However, the Co1.ut’sInterDigital II opinion also includes language that indicates that the
Court was actually rejecting an “articles” requirement for a domestic industry premised on
licensing under section 337(a)(3)(C). Notably, the Federal Circuit explained that, as it had done
in the initial panel opinion, it was interpreting section 337(a)(3)(C) consistent with Commission
precedent. 707 F.3d at 1298 (“As noted in the panel opinion in this case, the Commission has
consistently construed subparagraph (C) in that manner.”). In fact, the Court cited Digital
Processors and Semiconductor Chins as being “consistent” with its ruling. Id. (noting that the
Federal Circuit was “adopting the same statutory interpretation” as the Commission). As
described above, those investigations clearly held that there is no “articles” requirement for a
licensing-based domestic industry.

Further, when the Court stunmed-up its view and set forth its holding, the Court stated
the following, which does not appear to impose an articles requirement:

It is not necessary that the party manufacture the product that is protected
by the patent, and it is not necessary that any other domestic party
manufacture the protected article. As long as the patent covers the article
that is the subject of the exclusion proceeding, and as long as the party
seeking relief can show that it has a sufficiently substantial investment in
the exploitation of the intellectual property to satisfy the domestic industry
requirement of the statute, that party is entitled to seek relief under section
337.

Id. at 1303-O4.

Taken together, I find that the language of InterDigital II is, when viewed as a whole,
ambiguous on the issue of an “articles” requirement. That being said, in my view the better
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reading of the InterDigital opinions is that they do not bind the Commission to requiring an
articles requirement for licensing-based industries under section 337(a)(3)(C). That view is the
only one that is consistent with the Federal Circuit’s ultimate decision to uphold the
Con1mission’sdetennination of the existence of a domestic industry where lnterDigital did not
allege, and the Commission never found, any specific articles that practiced the asserted patents.
It also squares with the fact that the Federal Circuit stated that it was acting consistent with
Commission precedent, granting the Commission Chevron deference, and citing Commission
investigations where the Commission held that there was no articles requirement for licensing.

Further, I believe my view is the better reading given that the Court did not remand the
issue of domestic industry to the Commission even though it remanded the issue of patent
infringement after the Court modified the Commission’s claim constructions. See InlerDigital I,
690 F.3d at 1330 (“Because the Commission erred in constniing the claim terms ‘code’ and
‘increased power level’ and in finding, based on those claim constructions, that Nol<ia’sproducts
do not infringe InterDigital’s patents, we reverse the administrative law judge’s detennination of
non-infringement and remand for further proceedings.”). If there were an articles requirement,
the Federal Circuit should have remanded the question of whether any articles satisfy the Court’s
new claim constructions, as it did with the question of patent infringement. See Alloc, Inc. v.
Int ’l Trade Comm ’n, 342 F.3d 1361, 1375 (Fed. Cir. 2003) (“The test for satisfying the ‘technical

prong’ of the industry requirement is essentially the same as that for infringement, i.e., a
comparison of domestic products to the asserted claims.”).8 Instead, the Court affinned the
Commission’s domestic industry findings.

The Federal Circuit’s later-issued decisions in Microsofi‘ Corp. v. Int ’l Trade Comm ’n,

731 F.3d 1354 (Fed. Cir. 2013), and Motiva, LLC v. Int ’l Trade Comm ’n, 716 F.3d 596 (Fed. Cir.
2013), do not change my view. Neither of those cases squarely addressed the technical prong
requirement for licensing-based industries alleged to exist under section 337(a)(3)(C). Motiva
addressed the question of whether alleged investments in licensing sufficed to establish that a
domestic industry was “in the process of being established.” See 716 F.3d at 600-01. Microsoft,
on the other hand, holds that there is an articles requirement for a research-and-development
based domestic industry under section 337(a)(3)(C). 731 F.3d at 1361-62. As noted above in
footnote 7, there are substantial reasons for differential proof requirements for industries based
on licensing and those premised on investment in research and development. In particular, while
a license to a particular patent ties expenditures to exploitation of that patent, generally it would
be diflicult to tie engineering or research-and-development efforts to a particular patent (as
opposed to a general field of technology) without demonstrating that the patent is actually
practiced, which, in tangible form would require the existence of an article. Further, one cannot

B To put it another way, the only way to conclude that the InlerDigital opinions on their own impose an
articles requirement for licensing-based industries is to accept that the Federal Circuit misunderstood Commission
precedent, misunderstood the facts that were in front of it with respect to InterDigital’s asserted domestic industry,
and assumed that the Commission had found articles protected by the patents, when it had not done so.
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“exploit” an “article” through licensing. Rather, one “exploits” a “patent,” or other intellectual
property, through licensing.

Conclusion

When Congress amended section 337 in 1988 to add section 337(a)(3)(C), it made very
clear its intent to enable certain specific categories of IP rights holders to pursue claims under the
statute. These entities included inventors, small businesses, universities, start-ups, and licensing
service industries. See S. Rep. No. 100-71, at 129; H. R. Rep. No.100-40, Pt.1, at 157; 133
Cong. Rec. S. 1795 (Feb. 4, 1987) (statement of Sen. Lautenberg); 132 Cong. Rec. H. 1784

(April 10, 1986) (statement of Rep. Kastenmeier). Today, all of these actors would fall within
the broad category of “non-practicing entities,” a tenn which, along with “patent assertion
entity” or “patent troll,” was not in usage at the time. Under the statutory interpretation that the
Commission has consistently followed since 1988 and which I follow in this investigation, all of
the types of non-practicing entities singled out by Congress as deserving of protection from
infringing imports under section 337 can, upon an appropriate evidentiary showing, satisfy the
domestic industry requirement.9 If, however, section 337 is interpreted to impose an “articles”
requirement on complainants seeking to establish a domestic industry under subsection (C), the
likely effect is to advantage speedy infringers and well-financed patent assertion entities, at the
expense of inventors, small businesses, and start-ups.'0

In the “ideal” production-driven licensing model, an inventor receives a patent for his
imiovation. The inventor then needs to either raise frmds to develop his patented technology into
a marketable product or products, or to license his patent to another entity more capable of doing
so. After appropriate licensing or funding, additional work is needed to develop a product that
practices the invention and bring that product to market. All of this takes time. During this time,
which can vary widely depending on the technology and market conditions, the inventor or start
up has not yet produced an “article” covered by its patent and therefore, l11'1d€1'the Cornmission’s
analysis, cannot satisfy the domestic industry requirement. Meanwhile, a speedy infringer,
which gets its infringing product to market in the United States before the inventor or start-up
succeeds in doing the same, can now import with impunity under section 337, making it less
likely that the inventor’s product will ever make it to the market and trigger the right to seek
relief under the statute.“ See Intellectual Property Rights: Hearings before the Subcomm.on

9 A complainant seeking to establish a domestic industry based on its investments in licensing must establish
that its investments relate to exploitation of the asserted intellectual property right, that its investments relate to
licensing, and that its investments occurred in the United States. See Certain Multimedia Display and Navigation
Devices and Systems, Components Thereof and Products Containing Same, Inv. N0. 337-TA-694, Comm’n Op., at
7-13 (Aug. 8,2011).
1° This demonstrates why it is important not to equate the ability to prove the existence of “articles” with a
production-driven licensing scenario and the absence of such articles with a revenue-driven licensing scenario.
While that may be the case, it is not always true.
1' One could argue that the term “article” in section 337 is not necessarily limited to an article in full
commercial production, but could be interpreted by the Cormnission in some future hypothetical case to include a
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Int’! Trade of the S. Finance Comm., 99th Cong. 188 (1986) (statement of Richard C. Witte,
Vice President, Intellectual Property Owners, Inc.) (“Some industries built on new technologies
may never be established if patent owners cannot fend off foreign free riders.”).

By contrast, a well-financed patent assertion entity with a large portfolio of revenue
driven licenses could meet the domestic industry requirement by relying on the “articles”
produced by one or more of its licensees either in the United States (under subsection (A)) or
outside the United States (under subsection (C) coupled with proof of its own substantial
licensing activities).

Because I do not believe that Congress intended to leave this gap in section 337’s
availability as a remedy to the very entities the 1988 amendments were designed to help, I
dissent from the Commission’s finding that TPL was required to establish the “technical prong”
of the domestic industry requirement in order to show a domestic industry based on licensing
activities under section 337(a)(3)(C).

product at some earlier stage in the development process —e.g., a test model, prototype, or computer design. Until
this question of statutory interpretation has been presented to the Commission for decision and to the Federal Circuit
for review in some future case, it is speculative to assume that a factual showing of less than commercial production
could satisfy the asserted “articles” requirement. Moreover, while such a broad interpretation of “articles,” if
adopted, could narrow the window between when an inventor receives a patent and embarks upon a production
driven licensing course, and when it has proceeded far enough along that course to satisfy the domestic industry
requirement, it would not eliminate the gap entirely, because even getting to the stage of having a prototype takes
time and money.

One could also argue that start-ups or inventors who cannot demonstrate the existence of a domestic
industry may nonetheless be able to show an industry “in the process of being established.” Such a showing would
again depend upon both the Commission and its reviewing courts accepting evidence of prototypes or other pre
production activities as proof that the inventor or his licensee is “actively engaged in steps leading to the
exploitation of the intellectual property” such that the domestic industry requirement will be satisfied “within a
reasonable period of time.” H. Rep. 100-40, Pt.l, at 157-158; see also Certain Stringed Musical Instruments and
Components Thereofi Inv. No. 337-TA-586, Comm’n Op., at 13 (May 16, 2008). Again, even under the
interpretation most favorable to the inventor, there is likely to be some time period during which the inventor is
investing in the exploitation of its IP right, but has not yet crossed a threshold that entitles it to the protections of
section 337.
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