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ABSTRACT
Injunctions for standard-essential patents (SEPs) have been at the center of the antitrust debate for

more than a decade. Yet the limits that EU competition law poses on the SEP holder’s right to
request an injunction remain unsettled. In 2015, the CJEU said that an SEP holder’s request for an
injunction shall not trigger a liability under Article 102 TFEU if, before requesting an injunction,
the SEP holder satisfied specific requirements. However, courts in member states of the European
Union have adopted divergent interpretations of those requirements. Consequently, an SEP
holder’s request for an injunction might trigger a liability under Article 102 TFEU in one member
state but be perfectly legal in a different state. In November 2017, the European Commission issued
a Communication on SEPs that sought to reduce the divergences across member states in addressing
the SEP holder’s use of injunctions. However, because the Communication provides no guidance
for the interpretation of Article 102 TFEU, it might have little ability to mitigate the differences in
the antitrust scrutiny that arose after Huawei. Therefore, even after a long-lasting debate, the
circumstances in which an SEP holder’s request for an injunction violates Article 102 TFEU remain
yet to be defined.

I. INTRODUCTION

Injunctions against infringers of standard-essential patents (SEPs)—patents that are essential for practicing
an industry standard—have been at the center of the antitrust debate for more than a decade. Despite the
long-lasting debate, there seems to be little agreement about the limits (if any) that competition law poses
on the SEP holder’s use of injunction.

The concern typically raised with the SEP holder’s use of an injunction is that the threat of such a
remedy could permit the SEP holder to gain bargaining power over the infringer that could permit the SEP
holder to extract from the infringer unfair license terms.! Led by that concern over an SEP holder’s
opportunism, antitrust agencies around the globe have used provisions of competition law to challenge the
SEP holder’s use of injunctions.? In 2014, for example, the European Commission faulted Motorola, a
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holder of patents essential to the General Packet Radio Service (GPRS) standard, for seeking and enforcing
an injunction in Germany against Apple, a manufacturer of a device that practiced the GPRS standard.® The
Commission said that an SEP holder that has committed to license its SEPs on fair, reasonable, and
nondiscriminatory (FRAND) terms cannot request an injunction against an infringer that “is willing to enter
into a license agreement on such FRAND terms.” It reasoned that “seeking of injunctions can distort
licensing negotiations and lead to unfair licensing terms, with a negative impact on consumer choice and
prices.”® Because the infringer of Motorola’s SEPs—Apple—was willing to have a court determine the
FRAND royalty for the use of Motorola’s SEPs, the Commission found that Motorola was seeking an
injunction against a “willing licensee” ® and thus violated Article 102 of the Treaty on the Functioning of
the European Union (TFEU), the provision of EU competition law that prohibits a dominant company from
abusing its market position.’

However, in July 2015, the Court of Justice of the European Union (CJEU) issued a decision in Huawei
Technologies Co. v. ZTE Corp., in which it rejected the European Commission’s interpretation of Article
102 TFEU.® The CJEU confirmed that, in exceptional circumstances, an SEP holder’s request for an
injunction might constitute an abuse of a dominant position.® Nonetheless, the CJEU said that an SEP
holder’s request would not trigger antitrust liability under Article 102 TFEU if, before requesting an
injunction, the SEP holder (1) has notified the potential licensee about the infringement, (2) has offered to
license its SEPs to the infringer on fair, reasonable, and nondiscriminatory (FRAND) terms, and (3) has
specified in the offer the royalty amount.’® In other words, the CJEU found that an SEP holder that has
committed to license its SEPs on FRAND terms might request an injunction against a “willing” licensee
without such request violating Article 102 TFEU.!
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I explain in this article that, although the CJEU’s decision in Huawei sought to address the divergences
in the interpretation of Article 102 TFEU, it ironically increased, rather than decreased, the differences
among member states. National courts have adopted divergent interpretations of the CJEU’s decision,
particularly with respect to the relevance that the SEP holder’s compliance with the requirements
enumerated in Huawei has for establishing a violation of Article 102 TFEU. For example, German courts
said that only an SEP holder that has complied with the requirements that the CJEU enumerated in Huawei
is not abusing its dominant position and, consequently, is entitled to an injunction. In contrast, the UK
Patents court has adopted a more flexible approach. It found that compliance with the Huawei requirements
will provide a safe harbor for scrutiny under Article 102 TFEU. However, the SEP holder’s failure to
comply with the Huawei requirements will neither establish a violation of Article 102 TFEU nor necessarily
support the rejection of an injunction. Thus, after the Huawei decision, SEP holders face a different scrutiny
under Article 102 TFEU across various states of the European Union.

The European Commission has taken some steps to reduce the divergences across member states in
addressing the use of injunctions for SEPs that arose after Huawei. Specifically, in November 2017, the
Commission issued a Communication Setting out the EU Approach to Standard Essential Patents, which
provided, among other things, suggestions regarding the interpretation of the requirements that the CJEU
enumerated in Huawei.!? However, the Commission made no references to the divergences in the
interpretation of Article 102 TFEU. In fact, the Communication provides little, if any, reference to Article
102 TFEU or EU competition rules more generally. It is thus questionable whether the Communication will
have any role in addressing the differences in the interpretation of Article 102 TFEU that exist after Huawei.
Therefore, even after a decade-long debate, the circumstances (if any) in which an SEP holder’s request for
an injunction amounts to an abuse of a dominant position remain yet to be defined.

In Part 11 of this article, | analyze the CJEU’s decision in Huawei. In Part 111, I examine how courts in
the member states of the European Union have interpreted the Huawei criteria when facing an SEP holder’s
request for an injunction. In Part 1V, | analyze the Commission’s actions after Huawei and explain why
they are unlikely to decrease the differences in the interpretation of Article 102 TFEU

Il. THE HUAWEI DECISION

Article 102 TFEU prohibits “any abuse . . . of a dominant position.”® The article specifies that an abuse
practice might include the following:

(@) directly or indirectly imposing unfair purchase or selling prices or other unfair trading
conditions;
(b) limiting production, markets, or technical development to the prejudice of consumers;
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(c) applying dissimilar conditions to equivalent transactions with other trading parties, thereby
placing them at a competitive disadvantage;

(d) making the conclusion of contracts subject to acceptance by the other parties of supplementary
obligations, which, by their nature or according to commercial usage, have no connection with the
subject of such contracts.*

The list of conducts specified in Article 102 TFEU is not exhaustive, and a dominant company might abuse
its dominant position by engaging in a conduct not explicitly listed in the text.

In Huawei, the CJEU examined the circumstances in which an SEP holder’s request for an injunction
against an infringer could violate Article 102 TFEU. Through this decision, the CJEU sought to address the
discrepancies between the interpretation of Article 102 TFEU that the European Commission has adopted
in its investigations and the interpretation of Article 102 TFEU that some national courts—Germany, in
particular—have adopted in scrutinizing the SEP holders’ use of injunctions.

A. The Divergent Interpretations of Article 102 TFEU before Huawei

The CJEU’s decision in Huawei arose from a patent infringement dispute between two Chinese companies
in front of the Dusseldorf Regional Court.® In 2009, Huawei—the owner of several patents declared
essential to the Long-Term Evolution (LTE) standard—notified the European Telecommunications
Standards Institute (ETSI), the standard-setting organization (SSO) that developed the LTE standard, that
some of its patents might be or might become essential to practice the LTE standard and committed to
license those patents on FRAND terms. ® In November 2010, Huawei invited ZTE—a Chinese
manufacturer of mobile devices that implement the LTE standard—to negotiate a license for the use of
Huawei’s portfolio of SEPs included in the LTE standard. However, the parties failed to reach an agreement,
and in April 2011, Huawei brought an action for patent infringement against ZTE before the Dusseldorf
Regional Court.}” Huawei asked the court to issue an injunction against ZTE and award damages for patent
infringement.®

The Dusseldorf Regional Court found that to determine whether Huawei was entitled to an injunction,
it had to establish first whether Huawei’s request for an injunction was abusive—that is, if it violated Article
102 TFEU and the equivalent national provision.’® Section 139(1) of the German Patent Act (GPA)
provides that a patent holder may request an injunction against an infringer. German courts have interpreted
that provision as requiring the court to issue an injunction after finding that the defendant has infringed the
patent in suit.?® Nonetheless, in the 2009 Orange Book Standard decision (concerning nonessential patents),
the Bundesgerichtshof—the German Federal Court of Justice—ruled that an infringer could avoid an
injunction if it showed that the patent holder’s request for such a remedy is abusive.?* Consequently, if the
court found that Huawei’s request for an injunction against ZTE was abusive, it would have to deny such a
remedy.

The Dusseldorf Regional Court noted that in the Orange Book Standard decision, the German Federal
Court of Justice said that an infringer could prove that the request for an injunction was abusive only if it
satisfied two requirements: (1) it made an unconditional, binding licensing offer to the patent holder that
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the patent holder “could not reject,” and (2) it informed the patent holder about the number of infringing
devices and provided an adequate security for those devices, typically by placing a royalty payment into an
escrow account. 22 The Dusseldorf Regional Court found that ZTE neither presented an unconditional offer
to Huawei nor provided a security for the alleged infringing devices.? It consequently found that under
Orange Book Standard, Huawei’s request for an injunction would not be considered in violation of Article
102 TFEU.

The Dusseldorf Regional Court observed, nonetheless, that the European Commission had adopted a
different approach in determining whether an SEP holder’s request for an injunction is abusive.?* In the
Statement of Objection that the Commission issued in its investigation against Samsung, for example, the
Commission said that the SEP holder’s request for an injunction is abusive if the SEP holder has committed
to license its SEPs on FRAND terms and the infringer is willing to negotiate a FRAND license.?® The
Dusseldorf Regional Court found that ZTE was willing to negotiate a license agreement with Huawei on
FRAND terms. It consequently found that under the Commission’s interpretation, Huawei’s request for an
injunction would be considered in violation of Article 102 TFEU.%

Because of the divergent interpretations of Article 102 TFEU, the Dusseldorf Regional Court stayed
the proceeding at the national level and, based on Article 234 TFEU, referred a question to the CJEU.
Acrticle 16 of Regulation 1/2003 provides that when ruling in a case involving a question that the European
Commission had previously addressed, a national court cannot apply Article 102 TFEU in a way that would
contradict the Commission’s interpretation.?” However, Article 234 TFEU permits the national court to stay
a national proceeding and petition the CJEU to provide guidance on the correct interpretation of the
provision of the EU treaty in question.?® Therefore, the Duisseldorf Regional Court asked the CJEU to clarify
the circumstances in which an SEP holder’s request for an injunction would violate Article 102 TFEU.

B. The CJEU’s Interpretation of Article 102 TFEU in Huawei

In a decision rendered in July 2015, the CJEU provided guidance for the correct interpretation of Article
102 TFEU.?® The CJEU did not endorse the Commission’s or the German Federal Court of Justice’s
approach, but instead adopted an interpretation of Article 102 TFEU that, in the CJEU’s words, sought to
achieve an appropriate balance between the need to protect market competition and the need to protect the
SEP holder’s rights, including its right to “effective judicial protection.”*

The CJEU first emphasized that the SEP holder’s right to request an injunction is not immune from
scrutiny under EU competition law. The CJEU reiterated the long-established principle that a dominant
company typically does not abuse its position when it exercises its intellectual property right (IPR).3!
However, it added that it is also “settled case-law that the exercise of [a dominant company’s] . . . exclusive
right . . . may, in exceptional circumstances,” constitute a violation of Article 102 TFEU.*? In making that
statement, the CJEU cited cases such as Magill and IMS Health in which the court found that a company
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abused its dominant position by refusing to license its IPR.%In those cases, the CJEU held that a dominant
company’s refusal to license an IPR constitutes an abuse of a dominant position if four conditions are met:
(1) access to the IP is “indispensable,” (2) the refusal to license prevents the “emergence of a new product
for which there was a potential consumer demand,” (3) the refusal to license is not “objectively justified,”
and (4) the refusal to license is likely to exclude “all competition in the secondary market.”3*

The CJEU alluded to the Magill requirements in the Huawei decision. The CJEU observed that by
refusing to grant a license, an SEP holder could “prevent products manufactured by competitors from
appearing or remaining on the market” and thereby “reserve to itself the manufacture of the products in
question.”®® The CJEU said that because the SEP holder’s FRAND commitment ‘“creates legitimate
expectations on the part of third parties” that the SEP holder will “grant licences on such terms,” an SEP
holder’s “refusal ... to grant a licence ... may constitute an abuse within the meaning of Article 102
TFEU.”%® In other words, the CJEU suggested that when the Magill criteria are satisfied, an SEP holder’s
refusal to license its SEPs on FRAND terms might violate Article 102 TFEU.

However, in defining the circumstances in which an SEP holder’s request for an injunction (rather than
a refusal to license) could constitute an abuse of a dominant position, the CJEU did not refer to the four
Magill factors. Instead, it said that when the parties failed to reach an agreement regarding the FRAND
terms for the use of the portfolio of SEPs, the SEP holder must take specific steps to prevent its request for
an injunction from being considered abusive.*” Specifically, the CJEU said that the SEP holder must notify
the infringer about the infringement and clarify how the product in question infringes the SEPs.*® Next,
“after the alleged infringer has expressed its willingness to conclude a licensing agreement on FRAND
terms,” the SEP holder must present to the infringer “a specific, written offer for a licence” that complies
with the obligations arising from the FRAND commitment that the SEP holder made to the SSO.% The SEP
holder must specify in its offer “the royalty and the way in which it is to be calculated.”*® The CJEU said
that an SEP holder’s request for an injunction will not constitute an abuse of a dominant position if the SEP
holder had satisfied those requirements before requesting an injunction against the infringer.

Curiously, the CJEU said that an infringer that wishes to avoid an injunction must also comply with
specific requirements, although it did not clarify whether competition law, patent law, contract law, or some
other body of law was the basis on which to impose such obligations on the infringer. The CJEU said that
an infringer must first diligently respond to the SEP holder’s offer “in accordance with recognized
commercial practices in the field and in good faith.”*! If the infringer does not accept the SEP holder’s offer,
it should present to the SEP holder a prompt, written counteroffer “that corresponds to FRAND terms.”*?
If the SEP holder rejects that counteroffer, the infringer must provide then an “appropriate security” for the
use of the infringed SEPs “in accordance with recognised commercial practices in the field.”*® The CJEU
said that the infringer might, for example, provide a bank guarantee for the amount specified in the
counteroffer or deposit the offered amount in an escrow account.* The CJEU emphasized that the infringer
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that wishes to avoid an injunction must also avoid delaying practices in negotiating the license for the SEPs
at issue.*®

In sum, the CJEU’s decision clarified that even after committing to license its SEPs on FRAND terms,
an SEP holder may request an injunction against the infringer, including an infringer that is willing to have
a court or an arbitrator adjudicate the FRAND term without such request triggering liability under Article
102 TFEU. Nonetheless, to avoid liability under Article 102 TFEU, an SEP holder should take specific
steps before requesting an injunction.

I11. NATIONAL COURTS’ INTERPRETATION OF THE HUAWEI REQUIREMENTS

Following the CJEU’s decision in Huawei, courts in member states of the European Union have applied
the Huawei criteria when scrutinizing an SEP holder’s request for an injunction under Article 102 TFEU.*
However, some courts have found that only an SEP holder that complies with the Huawei requirements is
not abusing its dominant position and, consequently, is not violating Article 102 TFEU. Other courts have
adopted a more flexible approach; they found that although an SEP holder that complies with the Huawei
requirements will not face a liability under Article 102 TFEU, the SEP holder’s failure to comply with the
Huawei requirements is in itself insufficient to establish an abuse of a dominant position. Thus, the CJEU’s
decision did not eliminate the differences in the interpretation of Article 102 TFEU. Rather the contrary:
even after the CJEU’s decision in Huawei, there is no agreement regarding the circumstances in which an
SEP holder’s request for an injunction would trigger a liability under Article 102 TFEU.

A. German Courts’ Interpretations of the Huawei Requirements

In Germany, the interpretations of Huawei criteria have evolved gradually. In the earlier decisions, German
courts focused their analyses on the infringer’s behavior and issued an injunction whenever they found that
the infringer had failed to satisfy the requirements listed in Huawei. The SEP holder’s compliance with the
Huawei requirements was rarely considered to determine whether the request for an injunction was abusive.
However, the Diisseldorf Court of Appeals reversed that interpretation in January 2016 when it said a court
should first determine whether the SEP holder has complied with the requirements set forth in Huawei and
only thereafter examine the infringer’s behavior.*” Although the Diisseldorf Court of Appeals’ decision was
not binding on courts in other regions, other German courts have followed that approach.*® In addition, in
May 2016, Karlsruhe, the Mannheim Appellate Court, said that a court must determine whether the SEP
holder has extended a FRAND offer before deciding whether to issue an injunction.*® Subsequent
judgments have reiterated the holding that an SEP holder has satisfied the Huawei requirements only if it
had informed the implementer about the infringement and had extended to that implementer a FRAND
offer. Therefore, under the interpretation of the Huawei requirements adopted by German courts, only an
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of GPRS Standard Essential Patents, 1 322 (Apr. 29, 2014).
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the SEP holder must extend a FRAND offer. | 15 U 66/15 16 (Oberlandesgericht Disseldorf Nov. 17, 2016).
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SEP holder that has satisfied the Huawei requirements has not violated Article 102 TFEU and thereby is
entitled to an injunction. | examine below some of the most relevant decisions adopted by German courts
when interpreting the Huawei requirements.

1. Saint Lawrence v. Deutsche Telekom

In November 2015, the Mannheim Regional Court applied the Huawei test in Saint Lawrence v. Deutsche
Telekom.® The court focused its analysis on the infringer’s conduct and found that because the infringer
failed to meet the Huawei requirements, the issuance of an injunction was appropriate.

Saint Lawrence was a subsidiary of Acacia Research, a U.S. company whose business focused on patent
assertion. The company held FRAND-committed patents essential to the Adaptive Multi-Rate-Wideband
(AMR-WB) standard.® In 2014, Saint Lawrence brought a patent infringement suit against Deutsche
Telekom, the German telecommunications company and distributor of mobile devices that implemented
the AMR-WB standard, and asked the Mannheim Regional Court to enjoin the infringement.5? In response,
Deutsche Telekom argued that Saint Lawrence’s request for an injunction was abusive and should be denied.
Deutsche Telekom also notified its suppliers of its infringing devices about the litigation, and some
suppliers expressed their willingness to execute a license agreement with Saint Lawrence.>® For example,
HTC said that it was willing to enter into a FRAND license agreement with Saint Lawrence and intervened
in the litigation in support of Deutsche Telekom.>* In March 2015, before the CJEU’s ruling in Huawei, the
Mannheim Regional Court rejected Deutsche Telekom’s defense and issued an injunction that prohibited
Deutsche Telekom from selling the infringing devices.>® However, one month later, Karlsruhe stayed the
injunction, reasoning that pending the CJEU’s decision in Huawei, it was unclear in which circumstances
an SEP holder’s request should be considered abusive.*

In November 2015, the Mannheim Regional Court rendered its opinion on remand, this time applying
the newly determined Huawei criteria.®” The court did not determine whether Saint Lawrence had a
dominant position or whether it had complied with the Huawei criteria.® Instead, it found that both
defendants failed to show that Saint Lawrence’s request for an injunction was abusive. Specifically, the
court found that Deutsche Telekom had never expressed its willingness to obtain a license but merely argued
that the manufacturers of the infringing devices (and not Deutsche Telekom) should enter into a license
agreement with Saint Lawrence.*® The court found that given Deutsche Telekom’s unwillingness to enter
into a license agreement with Saint Lawrence, it was irrelevant whether Saint Lawrence had complied with
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the Huawei requirements.® It reasoned that an SEP holder’s request for an injunction cannot be abusive if
directed toward an infringer that categorically refuses to enter into a license agreement.®!

The court also found that HTC failed to raise a valid defense against Saint Lawrence’s request for an
injunction, because it failed to reply to Saint Lawrence’s offer (which was presented during the litigation)
within a reasonable time. ® The court observed that it took HTC more than three months to confirm that it
was willing to execute a license.® In addition, although HTC had made a counteroffer to Saint Lawrence,
the court found that the offer was not FRAND.® In particular, the court criticized HTC’s failure to specify
a FRAND royalty in its counteroffer and, instead, left that determination to the High Court of England and
Wales.% The court also criticized HTC for failing to provide a security for the infringing devices after Saint
Lawrence rejected the counteroffer.%® Because the court found that both defendants failed to meet the
Huawei requirements, it issued an injunction that prohibited the sale of the infringing devices.®’

2. Sisvel v. Haier

In November 2015, the Diisseldorf Regional Court applied the Huawei test in Sisvel v. Haier.% Like the
Mannheim Regional Court, the Diisseldorf Regional Court focused its analysis on the infringer’s conduct.
On appeal, however, the Dusseldorf Court of Appeals rejected that interpretation and said the court must
analyze the Huawei criteria sequentially by first examining the SEP holder’s conduct and only thereafter
focusing on the infringer’s behavior.

In August 2014, Sisvel, the holder of several patents essential to practice the standards developed by
the ETSI, brought a patent infringement suit against Haier, a Chinese consumer electronics and home
appliance manufacturer of devices that practiced Sisvel’s SEPs,*® asking the court to issue an injunction
and award damages for patent infringement. In response, Haier argued that Sisvel’s request for an injunction
was abusive and should be rejected.” Like the Mannheim Regional Court in Saint Lawrence v. Deutsche
Telekom, the Diusseldorf Regional Court found that it was unclear whether Sisvel held a dominant
position.” Nonetheless, the court found that even assuming that Sisvel was dominant, its request for an
injunction was not abusive.”?

The court found that in 2012, Sisvel notified Haier’s parent company about the infringement and
extended several license offers.” Haier’s parent company rejected those offers™ and presented its first
counteroffer in October 2013.” The court found that after Sisvel rejected the counteroffer, Haier failed to
provide a security for the infringing devices within a reasonable time, as it provided a security only at the
hearing in September 2014—almost a year after Sisvel’s rejection of Haier’s counteroffer. The court said
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that the delay in providing a security for the infringing devices demonstrated that Haier was engaging in
the type of delaying tactics that Huawei prohibits.”® Notably, the court refused to examine whether Sisvel’s
offers were FRAND. It reasoned that providing security in a timely manner is a minimum requirement that
the infringer must meet, regardless of whether the SEP holder’s offer is FRAND.’” Because Haier failed to
meet the requirements set forth in Huawei, the court found that it was unnecessary to determine whether
Sisvel’s offer was FRAND. The court consequently rejected Haier’s FRAND defense and issued an
injunction.”

Haier appealed the decision, and in January 2016, the Diisseldorf Court of Appeals stayed the injunction,
finding that the regional court incorrectly applied the Huawei criteria.”® The Duisseldorf Court of Appeals
said that the Huawei criteria need to be applied sequentially. In other words, it ruled that the court should
first assess whether the SEP holder notified the defendant about the infringement and whether the SEP
holder made a FRAND offer.8° Only then should the court examine whether the infringer has satisfied
Huawei criteria such as extending a FRAND counteroffer, providing an account of the infringing devices,
and providing security in a timely manner.8!

In November 2016, the Dusseldorf Court of Appeals provided guidance regarding the steps that the
SEP holder should take to satisfy the Huawei requirements.® It reiterated that the SEP holder must notify
the infringement about the infringement, although it said that the “infringement notice” does not need to
include claim charts.®® The infringer should then clarify without delays whether it is willing to execute a
license agreement on FRAND terms: the court said a simple statement will typically satisfy this
requirement.3* The SEP holder must then extend a FRAND offer in a written form.®® In extending the offer,
the SEP holder must clarify the methodology that it applied to determine the royalty fee and must provide
all information necessary to determine that the offer is FRAND. The court also said that to comply with the
nondiscrimination requirement, the SEP holder must offer comparable license conditions to its licensees; if
the SEP holder treats some licensees differently, it should provide an explanation for the different
treatment.®® To demonstrate compliance with the nondiscrimination requirement, the SEP holder might
have to submit license agreements executed with third parties.®” The court said that although the SEP holder
should typically extended the offer before filing a lawsuit against the infringer, a FRAND offer made during
litigation might be sufficient to satisfy the Huawei criteria.®

In March 2017, the Dusseldorf Court of Appeals examined Sisvel’s offer and found that it failed to
comply with the FRAND requirement. In particular, the court found that the offered terms were
discriminatory and that the SEP holder was unable to justify the difference in license terms included in the
offer to the infringer and the license terms contained in the agreements it executed with third parties.® The
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court consequently concluded that Sisvel’s request for an injunction was abusive and refused to grant such
a remedy.*

3. Saint Lawrence v. Vodafone

In March 2016, the Dusseldorf Regional Court applied the Huawei criteria again in a dispute between Saint
Lawrence and Vodafone, a German mobile operator, for the alleged violation of Saint Lawrence’s patents
essential to the AMR-WB standard.® The case resembled the lawsuit that Saint Lawrence brought against
Deutsche Telekom before the Mannheim Regional Court. As in the case against Deutsche Telekom, HTC
was a supplier of the infringing devices and intervened in the litigation to support the defendant in the case
against Vodafone. On this occasion, the Disseldorf Regional Court applied the Huawei criteria sequentially,
although it examined only in a cursory manner whether Saint Lawrence’s offer was FRAND.

The Disseldorf Regional Court first analyzed the SEP holder’s conduct. It said that it was unclear
whether Saint Lawrence had a dominant position but added that even if one were to assume that Saint
Lawrence was dominant, its request for an injunction could not be considered abusive.®? The court first
observed that Saint Lawrence failed to notify Vodafone and HTC about the infringement before filing a
legal action.®® Nonetheless, because Saint Lawrence filed the action in 2014 before the Huawei judgment,
the court said it would be inappropriate to impose Huawei’s notification requirement on Saint Lawrence.**
The court said that in such “transitional cases,” it was sufficient for Saint Lawrence to file the infringement
action and thereafter notify VVodafone about the infringement.

Next, the Dusseldorf Regional Court found that Saint Lawrence extended a FRAND offer to the
defendant.®® The court did not examine in detail what a FRAND royalty would be for the use of Saint
Lawrence’s SEPs, but it said there was no evidence to conclude that Saint Lawrence’s offer to Vodafone
was not FRAND or that the offered royalty was excessive.% In reaching its conclusion, the court relied on
the information about the license agreements that Saint Lawrence executed with other companies and found
that the offer to Vodafone and HTC comported with Saint Lawrence’s established licensing practice.”” The
court also found that, as required by Huawei, Saint Lawrence provided sufficient information regarding the
way in which it calculated the proposed royalty.%® The court said that to satisfy this requirement, it is
sufficient to present the basic considerations that the SEP holder took into account when determining the
offered royalty.®® In addition, the court rejected the claim that Saint Lawrence violated its FRAND
commitment by offering a worldwide license rather than a license only for Germany. It reasoned that license
agreements for SEPs are typically concluded on a worldwide basis, and therefore, Saint Lawrence’s practice
comported with the industry practice.
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The court next found that both VVodafone and HTC failed to meet the Huawei requirements and were
consequently unable to raise a valid defense against an injunction. The court found that Vodafone failed to
reply to Saint Lawrence’s offer in a timely manner, given that it gave its response five months after
receiving the offer.1% The court also found that VVodafone neither made a counteroffer nor provided security
for the infringing devices.'2 With respect to HTC, the court observed that HTC made a counteroffer but
found that its offer was insufficient to meet Huawei’s requirements because it was limited to the infringing
devices sold in Germany.% In addition, HTC neither rendered account of the infringing devices nor
provided security in a timely manner.1%* Because both defendants failed to meet the Huawei requirements,
the court issued an injunction.1® In sum, the Dusseldorf Regional Court applied the Huawei criteria
sequentially and found that the issuance of an injunction was appropriate.

4. Pioneer v. Acer

In January 2016, the Mannheim Regional Court granted an injunction to Philips, the holder of
FRAND-committed patents essential to the DVD standard, in a legal action against Acer, a Taiwanese
manufacturer of electronic devices.'® On appeal, however, Karlsruhe stayed the injunction, reasoning that
the court did not determine whether the SEP holder’s offer was FRAND. Karlsruhe ruled that a mere
superficial analysis of the offer was insufficient to determine that the SEP holder satisfied the Huawei
requirements. Instead, Karlsruhe said the court should examine whether the SEP holder’s offer was actually
FRAND.

On the first instance, the Mannheim Regional Court said that it was unclear whether the SEP holder
held a dominant position but found that it was nonetheless evident that the request for an injunction was
not abusive.’%” In particular, the court said that Pioneer extended an offer to the infringer and found no
evidence to conclude that the offer failed to comply with the FRAND commitment. It found that notifying
about the infringement and extending a FRAND offer during the litigation was sufficient to satisfy the
Huawei requirements.'% In addition, the court said that the SEP holder must present to the infringer an offer
that is sufficiently specific so the infringer can accept the offer.2® It added, however, that Huawei did not
require the court to determine whether the SEP holder’s offer was FRAND. It added that such a requirement
would impose on the courts a complex and time-consuming task.*° The court said it was sufficient instead
to determine that the SEP holder’s offer did not clearly contradict the FRAND requirements.*'! The court
found that in the dispute between Pioneer and Acer, there was no evidence that the SEP holder’s offer was
not FRAND.? It thus concluded that the SEP holder satisfied the requirements that the CJEU set forth in
Huawei.

The court proceeded to examine the infringer’s behavior and found that the infringer failed to meet the
Huawei criteria. The court found that Acer’s counteroffer was not FRAND. Specifically, it faulted Acer for
limiting its offer to Germany. The court said that Acer’s offer did not comport with the existing business
practice in which the parties typically execute licensing agreements that are worldwide in scope.** The
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court also faulted Acer for limiting its offer to the patent in suit rather than the entire portfolio of SEPs.**
In addition, it found that Acer failed to provide security for the infringing devices.'*® The court concluded
that Acer failed to raise a valid defense and issued an injunction.

However, in May 2016, Karlsruhe rejected the regional court’s decision, reasoning that a mere
superficial assessment of whether the SEP holder’s offer is FRAND is insufficient to determine whether
the SEP holder complied with the Huawei requirements.!!” Karlsruhe said that the first Huawei criterion
explicitly requires the court to determine whether the SEP holder’s offer is FRAND and that the infringer’s
obligations are triggered only after the SEP holder has complied with such obligation.'® Put differently,
the implementer has no duty to extend a counteroffer, provide an account or the infringing devices, or
provide security for those devices until it has received a FRAND offer from the SEP holder.

B. The UK Patents Court’s Decision in Unwired Planet v. Huawei

The UK Patents Court adopted a different interpretation of the Huawei criteria than the German courts did.
In April 2017, Justice Colin Birss rendered his opinion in Unwired Planet v. Huawei (currently under
appeal), in which he examined, among other things, whether the SEP holder’s request for an injunction
violated Article 102 TFEU.?° He said that an SEP holder that fails to satisfy the Huawei requirements does
not necessarily abuse its dominant position. He reasoned that Huawei merely offers a safe harbor to those
SEP holders that comply with the requirements enumerated by the CJEU. Yet he said that the failure to
satisfy the Huawei requirements neither automatically shows an abuse of a dominant position nor
necessarily supports the rejection of an injunction. Thus, an SEP holder that requests an injunction against
an infringer faces a more lenient antitrust scrutiny in the United Kingdom than in Germany.

1. The SEP Holder’s Dominant Position, a Request for an Injunction, and an Above-FRAND Offer

The legal dispute arose in 2014, when Unwired Planet—the holder of several patents essential to practice
the Global System for Mobile (GSM) communication, Universal Mobile Telecommunications Service
(UMTYS), and LTE standards—brought an action for patent infringement against several manufacturers of
mobile devices, including Huawei.*?* Unwired Planet asked the UK Patents Court to award, among other
things, an injunction against Huawei.'?? In response, Huawei argued that Unwired Planet’s SEPs were
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invalid, nonessential, and not infringed, and that Unwired Planet’s negotiating conduct violated Article 102
TFEU.1?

In addressing allegations about abusive behavior, Justice Birss first analyzed Unwired Planet’s market
power and found that Unwired Planet had a dominant position in the market “for licensing each SEP
individually.” 124 He found that Unwired Planet had a 100 percent market share in the relevant market.'?
He said that (1) Unwired Planet’s contractual obligations arising from its FRAND commitment and (2) the
implementer’s refusal to enter into a voluntary license agreement (a practice that he defined as patent
holdout) constrained Unwired Planet’s ability to exercise its market power in the relevant market.'?
Nonetheless, he found that neither of those circumstances was sufficient to rebut the presumption that a
company that holds 100 percent of the relevant market is dominant.!?’

Justice Birss next examined whether Unwired Planet abused its dominant position and found that it did
not. He rejected the argument that Unwired Planet violated Article 102 TFEU by engaging in “premature”
litigation—that is, by requesting an injunction before satisfying the requirements that the CJEU enumerated
in Huawei.'?® He acknowledged that Unwired Planet failed to fulfill the Huawei requirements before
initiating a legal action against Huawei, but found that that failure was insufficient to prove an abusive
behavior.1?

Justice Birss reasoned that Huawei had only two definitive implications for an SEP holder’s antitrust
liability under Article 102 TFEU. First, if an SEP holder complies with its requirements set forth in Huawei
before requesting an injunction, then the request for an injunction will not violate Article 102 TFEU.**
Second, an SEP holder’s request for an injunction might be abusive under Huawei if directed against an
infringer that had received no notice about the existence of the SEPs in suit.**! Justice Birss found that
Unwired Planet’s request for an injunction did not fall under any of the two scenarios. When Unwired
Planet filed a legal action before the UK Patents Court, Huawei had “sufficient notice” about Unwired
Planet’s SEPs, given that it had previously licensed those same SEPs from Ericsson, which later transferred
the SEPs to Unwired Planet.**? Thus, Unwired Planet’s request for an injunction could not automatically
be considered in violation of Article 102 TFEU.13 However, because Unwired Planet’s conduct “did not
comply with every aspect of the [Huawei] scheme,” Unwired Planet’s request could not “automatically be
immune from an allegation of abuse.”* Justice Birss said that for cases that fall outside the two clear
scenarios, the CJEU decision in Huawei did not provide clear guidance regarding the scope of Article 102
TFEU.® He added that in those cases, the court must examine the specific circumstances of each case to
determine whether there has been an abuse of a dominant position.'%
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After examining the facts of the case, Justice Birss concluded that Unwired Planet’s request for an
injunction was not in violation of Article 102 TFEU.®” Unwired Planet made an offer to Huawei a few
weeks after initiating the litigation, which, in Justice Birss’s view, indicated Unwired Planet’s willingness
to license its SEPs to Huawei.™® Justice Birss acknowledged that Unwired Planet’s request for an injunction
was “intended to apply pressure” in the negotiation with Huawei and other infringers.'*® However, he
guestioned whether such a request had the ability to have a significant effect in a negotiation with a
sophisticated company like Huawei.'*® He emphasized that the infringer might be able to gain bargaining
power through other litigation strategies such as challenging the validity and infringement of the SEPs in
suit.*! He observed that Huawei’s main argument was that Unwired Planet’s request for an injunction was
abusive because it was filed before Unwired Planet extended a FRAND offer to Huawei. He rejected such
an argument, finding that it was based on a very narrow reading of Huawei.!#?

Justice Birss also found that the offers that Unwired Planet ultimately extended to Huawei were above
FRAND but did not find evidence of a violation of Article 102 TFEU. He reasoned that the “boundary of
what is and is not a FRAND rate is different from the boundary of what is and is not an unfair price contrary
to Art 102(a).”**® He said that an offer that is FRAND will, by definition, not violate Article 102 TFEU,
but that an offer that is above FRAND is not necessarily “excessive” within the meaning of Article 102
TFEU.' He added that “only an offer which is so far above FRAND as to act to disrupt or prejudice the
negotiations themselves . . . will fall foul of Art 102(a).”**® Justice Birss found that although the rates
contained in Unwired Planet’s offers were several times higher than a FRAND rate, they could not
“prejudice” the negotiation between the parties in such a way that the Unwired Planet’s negotiating conduct
should be considered abusive.'*® He reasoned that Huawei was “a large and sophisticated organisation, used
to negotiating telecommunications licences and not unfamiliar with patent litigation.”*#’ Justice Birss thus
rejected Huawei’s contention that Unwired Planet’s above-FRAND offer “involved an attempt to impose
an unfair selling price” in violation of Article 102 TFEU.14®

2. A FRAND Injunction

Justice Birss determined the FRAND terms (including the FRAND royalty) for the use of Unwired Planet’s
SEPs and concluded that the facts of the case supported the issuance of an injunction. He observed that
Unwired Planet wished to execute a worldwide license with Huawei.'*® He found that such request was
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reasonable, given that “portfolio licensing is [a] common industry practice.”**® He also said that such
request had “efficiency benefits” because it “saves transaction costs for both licensors and licensees and
obviates the need to determine a royalty on a patent by patent basis.”**! (Justice Birss acknowledged that
his conclusion contradicted the approach that the European Commission adopted against Motorola, where
it criticized Motorola for insisting on a worldwide license with Apple.t>? Nonetheless, Justice Birss refused
to follow the Commission’s approach and said that licensing of a global basis was appropriate.) Justice
Birss observed that Huawei was refusing to enter into a worldwide license and was insisting, instead, on a
license limited to the United Kingdom. He said that in those circumstances, the court did not have the
authority to set the terms for a worldwide license against Huawei’s will.’>® He emphasized, nonetheless,
that Huawei was infringing on Unwired Planet’s SEPs and that it did not have a license for the use of
Unwired Planet’s SEPs.’ In those circumstances, “[a]n injunction ought to be granted,” Justice Birss
said.**®

Justice Birss ultimately decided not to grant an injunction on the date he issued the judgment®*® and
granted the remedy on June 7, 2017.%" On that occasion, he reiterated that although “[t]he grant or refusal
of an injunction is an exercise of the court’s discretion[,] . . . when the holder of an intellectual property
right has established infringement and a threat and intention to infringe in [the] future, an injunction will
normally be granted.”**® Nonetheless, Justice Birss refused to issue a final injunction and granted instead
what he called a “FRAND injunction,”**® which “restrain[s] infringement of the relevant patent(s) but . . .
will cease to have effect if the defendant enters into that FRAND license.”'®° In contrast to a final injunction,
a FRAND injunction also would permit the parties to come back to the court after the license expires.
Regardless of those differences, Justice Birss confirmed (as German courts did) that an SEP holder that has
committed to license its SEPs on FRAND might be able to obtain an injunction against an infringer.

V. THE EUROPEAN COMMISSION’S ROLE AFTER HUAWEI

The European Commission has remained involved in issues related to SEPs even after the CJEU decision
in Huawei. Nonetheless, the Commission seems to have changed the tools that it uses in addressing issues
related to SEPs. Importantly, the Commission seems to have taken a step back in using EU competition law

150. 1d. 1533.

151. 1d. 1 526; see also Id. 543 (“Unwired Planet’s portfolio today is (and in 2014 it was) sufficiently large and has sufficiently
wide geographical scope that a licensor and licensee acting reasonably and on a willing basis would agree on a worldwide licence. They
would regard country by country licensing as madness. A worldwide licence would be far more efficient. . . . The real inefficiency of
country by country licensing is the effort required to negotiate and agree so many different licences and then to keep track of so many
different royalty calculations and payments. No rational business would do this if it could be avoided.”).

152. 1d. 1 551-52.

153. 1d. 1 794 (“Were it not for the fact that Huawei did not engage with the terms of the worldwide draft, | would have been able
to hand down this judgment with the worldwide terms fully settled. That has not proved possible.”).
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156. 1d. 1 794.
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158. 1d. 1 25.

159. 1d. 1 20.
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161. Id. § 21. Justice Birss reasoned that “in English law when the court grants final relief a party is not entitled to come back to
court in [the] future even if circumstances change.” However, the situation ought to be different in the context of SEPs, Justice Birss
said. Id. He observed that the license that Unwired Planet and Huawei were seeking to execute would expire in December 2020 before
some of Unwired Planet’s SEPs expire. 1d. 1 22. Justice Birss found that after the license expires, both parties should be able “to return
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at this point that Unwired Planet would be entitled to an injunction, but there is also no reason to assume that the injunction should be
categorically rejected. Id. § 21. Therefore, Justice Birss determined that a FRAND injunction should remain in place until the parties
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as a tool for addressing the SEP holder’s use of injunction. After Huawei, SEP holders have continued to
request injunctions against infringers. Yet the European Commission has not initiated any procedure against
SEP holders under Article 102 TFEU. Rather, issues related to SEPs seem no longer to be among the
Commission’s priorities with respect to antitrust enforcement.62

Nonetheless, the Commission has remained involved in the SEPs context through mechanisms. In April
2017, for example, the Directorate General for the Internal Market, Industry, Entrepreneurship and SMEs
published a document that sought to “inform stakeholders about the Commission’s work” related to SEPs. 163
The Commission said that it launched an initiative that seeks to offer (1) “best practices recommendations
to increase transparency on SEP exposure,” (2) “guidance on the boundaries of FRAND and core valuation
principles,” and (3) “guidance complementing existing jurisprudence on enforcement in areas such as
mutual obligations in licensing negotiations before recourse to injunctive relief, portfolio licensing and the
role of alternative dispute resolution mechanisms.”*®* In November 2017, the Commission then issued a
Communication Setting out the EU Approach to Standard Essential Patents—a document that, among other
things, provides “additional guidance” regarding the interpretation of the requirements that the CJEU
enumerated in Huawei.'®

In particular, the Communication provided recommendations for determining whether the SEP holder
has complied with the Huawei requirements, including whether the SEP holder has extended an offer on
FRAND terms. For example, the Communication suggests that when negotiating a license for SEPs, the
infringer should receive from the SEP detailed information for determining both the relevance of the SEP
portfolio and assessing whether the SEP holder’s offer complies with the FRAND requirements.'®® The
Communication acknowledges that “[t]he concrete requirements may vary according to the individual case,”
but suggests that the SEP holder provides to the infringer the necessary information for (1) assessing “the
essentiality [of the SEPs] for a standard,” (2) identifying “the allegedly infringing products,” and
(3) evaluating “the proposed royalty calculation and the nondiscrimination element of FRAND.”*¢7

In addition, the Communication lists the “IP valuation principles” that, in the Commission’s view,
should be taken into account when defining the licensing terms for SEPs. 1% For example, the
Communication states that the FRAND royalty should “bear a clear relationship to the economic value of
the patented technology,”*® “ensure continued incentives for SEP holders to contribute their best available
technology to standard,” and “avoid royalty stacking.”*”® The Communication also says that a FRAND
royalty “in principle should not include any element resulting from the decision to include the technology
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AND SOCIAL COMMITTEE AND THE COMMITTEE OF THE REGIONS ON COMPETITION PoLICcY 2015 (2016) [hereinafter ANNUAL
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EUROPEAN ECONOMIC AND SOCIAL COMMITTEE AND THE COMMITTEE OF THE REGIONS ON COMPETITION POLICY 2014, at 5 (2015)
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in the standard,”*™ a suggestion that contradicts the approach that Justice Birss adopted in Unwired
Planet.}’? In addition, the Communication determines that “[t]he non-discrimination element of FRAND
indicates that right holders cannot discriminate between implementers that are ‘similarly situated,””*"
although it does not clarify how that principle should be applied in practice.

However, the Communication provides little guidance (if any) for identifying the cases in which an
SEP holder’s request for an injunction constitutes an abuse of a dominant position in violation of Article
102 TFEU. That is, the Communication does not clarify whether, once established, the SEP holder’s failure
to comply with the Huawei requirements should automatically trigger a liability under Article 102 TFEU
(as German courts have found) or whether a more flexible approach (as the one adopted in the United
Kingdom) should be applied. In fact, the Communication provides no analysis of Article 102 TFEU or of
EU competition law more generally. The Communication even explicitly states that it “does not bind the
Commission as regards the application of EU rules on competition, and in particular Articles 101 and 102
of the Treaty on the Functioning of the European Union (TFEU).”*" Thus, although the Communication
might help to harmonize the courts’ approach in interpreting the individual requirements enumerated in
Huawei, it might have little ability to address the differences in the interpretation of Article 102 TFEU that
exist among member states after Huawei.

It is also worth noting that when discussing the SEP holder’s use of injunctions, the Communication
makes no reference to competition law. Rather, it says that in deciding whether to issue an injunction,
national courts must respect Article 3(2) of the Directive 2004/48/EC of the European Parliament and of
the Council on the Enforcement of Intellectual Property Rights.'”® The article provides that remedies for
patent infringement shall “be effective, proportionate and dissuasive and shall be applied in such a manner
as to avoid the creation of barriers to legitimate trade and to provide for safeguards against their abuse.”’
The Communication states that “[g]iven the broad impact an injunction [for SEPs] may have on businesses,
consumers and on the public interest, particularly in the context of the digitalised economy, the
proportionality assessment needs to be done carefully on a case-by-case basis.!’” Those statements clearly
indicated the Commission’s intention to continue scrutinizing the SEP holder’s use of injunctions. However,
the reference to the IPR Enforcement Directive suggests that the Commission would do so by invoking
other legal tools than Article 102 TFEU.

In sum, although the Commission took some steps to harmonize the approach toward injunction SEPs,
it did little to address the differences in the interpretation of Article 102 TFEU. Of course, the differences
in the interpretation of Article 102 TFEU across member states are not in itself problematic. Regulation
1/2003 did not preclude member states from adopting in their territory stricter national laws regarding
unilateral conducts.”® Nonetheless, it is interesting that despite the long-lasting debate and a CJEU decision
that sought to harmonize the divergences, the circumstances in which an SEP holder’s request for an
injunction should trigger a liability under Article 102 TFEU remain yet to be defined.
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V. CONCLUSION

The limits (if any) that EU competition law poses on the SEP holder’s right to request an injunction remain
unsettled. The CJEU said in Huawei that an SEP holder’s request will not trigger an antitrust liability if,
before requesting an injunction, the SEP holder satisfies specific requirements. However, courts in member
states of the European Union have adopted divergent interpretations of those requirements, and as a result,
an SEP holder that requests an injunction will face a different antitrust scrutiny across member states of the
European Union. In 2017, the European Commission issued a Communication on SEPs that sought to
reduce the divergences across member states. However, because the Communication relies on tools other
than competition law, it might have little ability (if any) to reduce the differences in the interpretation of
Article 102 TFEU that exist after Huawei.
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