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Qualcomm Antitrust Investigation
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Qualcomm: Dust Settled for Now

* NDRC decision: issued on February 10; publicized
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Qualcomm: Key Outcome

* Fine: 6.88 billion RMB ( USD$962 million,
approximately 8% of Qualcomm’s annual sales
revenues in China)

* Conclusion: Qualcomm has dominant position in
the market of wireless communication standards
SEPs and baseband chips and has abused such
dominant position.
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Qualcomm: Key Outcome

e Conducts found to be abuse of market dominant
position:

— Unfair and excessive royalties: charging for expired
patents, mandate free reverse licensing, etc.
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— Tying non-SEPs with sales of SEPs
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— Attaching unreasonable conditions to the sales of
baseband chips

—  CHFENBIT ARG TG BN, RS B A G A ... 26 5 A T
T EIH] G FNHITCLe bt ZELFINL G AT A BRI G R a] %, (H 25 FN A C i ] 2297
UE TR ZRYTF N BTSRRI AT 1 5P 1 75 B 2 b B
FUHF ] FEANGEEZFAT PRGOS BH L, LA P77 8 TR, il 7 1 e o
AT G EAEHF R ERF AR, i v NAE & .

#ACIChina



Qualcomm: Key Outcome

e NDRC demands:

— Patent list provided for licensees to avoid royalties
for expired patents

— No mandate for reverse licensing against the
licensees’ free will or without paying unreasonable
consideration

— SEP royalties charged basing on 65% of the end
smartphone wholesale price

— No tying sales or unreasonable conditions attached
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Qualcomm: Aftermath

e Questions left open:

— What if licensees are willing to grant reverse license
in order to maintain and take shelter under the
Qualcomm umbrella?

— Would 35% off on royalties make a fundamental
difference?

— Who would be the next Qualcomm?

— Would it be easier to make cellphones? Or rather,
without the Qualcomm protection umbrella, would it
be even harder to access the smartphone market?
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Microsoft/Nokia Merger Control Review
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Microsoft/Nokia: Merger Control Review

« MOFCOM Decision: issued and publicized on

April 8, 2014.
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Microsoft/Nokia: Competitive Analysis

Microsoft: Purchase Nokia's hardware business

Competitive Analysis :

e Capacity - upstream SEPs and Non-SEPs of android phones
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* Motivation - entering mobile terminal manufacturing market
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* Licensing is the major barrier to market access

* Influence on Chinese smartphone market
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Microsoft/Nokia: Competitive Analysis

* Nokia: Preserve critical patent portfolio including SEPs
* Competitive Analysis :

e Capacity - powerful mobile communication SEPs
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* Motivation - rely on interests from royalties
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 Potential licensees cannot defense
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* Licensing is the major barrier to market access
* Influence on Chinese smartphone market
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Microsoft/Nokia: Legal Issues

* Will Microsoft charge Unfair and excessive
royalties?

— SEPs? only a small number!
— De Facto SEP

* Will Nokia become a giant patent troll?
— Domain market position: Huawei vs IDC

— Motivation: no worry on counter claim
— Unfair and excessive royalties?
— Abide the FRAND principles? m [ 14)
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Microsoft/Nokia: Key Outcome

* Approved with additional restrictive conditions

e Microsoft:

— No seeking injunctions or exclusion orders on SEPs against the
smartphones manufactured by enterprises in China.

— The royalty rate cannot be higher than that before this merger.

* Nokia:
— Abide the FRAND principles.

— No enforcement of injunctions on SEPs against “licensees in

good faith”
“licensees in good faith” : willing to licensing negotiation.
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