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Washmgton D.C.

In the Matter of

CERTAIN AUDIO PROCESSING Investigation No. 337-TA-1026
HARDWARE, SOFTWARE, AND :
PRODUCTS CONTAINING THE SAME

NOTICE OF COMMISSION’S DETERMINATION FINDING NO VIOLATION OF
SECTION 337; TERMINATION OF THE INVESTIGATION

AGENCY: U.S. International Trade Commission.
ACTION: Notice.

SUMMARY: Notice is hereby given that the U.S. International Trade Commission reverses
in-part and affirms in-part, with additional reasoning, the final initial determination (“ID”) issued
by the presiding administrative law judge (“ALJ”) on October 26, 2017. The Commission also
takes no position on various issues. The Commission finds no violation of section 337 of the
Tariff Act of 1930, as amended, has occurred, and terminates the investigation.

FOR FURTHER INFORMATION CONTACT: Amanda Fisherow, Esq., Office of the
General Counsel, U.S. International Trade Commission, 500 E Street, SW, Washington, DC
20436, telephone (202) 205-2737. Copies of non-confidential documents filed in connection
with this investigation are or will be available for inspection during official business hours (8:45
a.m. to 5:15 p.m.) in the Office of the Secretary, U.S. International Trade Commission, 500 E
Street, SW, Washington, DC 20436, telephone (202) 205-2000. General information concerning
the Commission may also be obtained by accessing its Internet server at http.//www.usitc. gov.
The public record for this investigation may be viewed on the Commission's electronic docket
(EDIS) at http.//edis.usitc.gov. Hearing-impaired persons are advised that information on this
matter can be obtained by contacting the Commission’s TDD terminal on (202) 205-1810.

SUPPLEMENTARY INFORMATION: The Commission instituted this investigation on
October 25, 2016, based on a complaint filed by Andrea Electronics Corp. of Bohemia, New York
(“Andrea”). 81 FR 73418 (Oct. 25, 2016). The complaint alleges violations of section 337 by
reason of infringement of certain claims of U.S. Patent No. 6,049,607 (“the 607 patent”), U.S.

_ ... PatentNo. 6,363,345 (“the *345 patent”), and U.S. Patent No. 6,377,637 (“the *637 patent”). The
“Commission’s notice of investigation named the following respondents:  Apple Inc. of Cupertino,
California (“Apple”); and Samsung Electronics Co., Ltd. of Gyeonggi-do, Korea, and Samsung

Electronics America, Inc. of Ridgefield Park, New Jersey (collectively, “Samsung”). The Office
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previously terminated from the investigation. Order No. 68; Comm’n Notice (Sept. 13, 2017).
All asserted claims of the 607 and *637 patents were also previously terminated from the
investigation. Order No. 37; Comm’n Notice (June 30, 2018); Order No. 31; Comm’n Notice
(May 25, 2017).

On October 26, 2017, the ALJ issued her final ID finding no violation of section 337 by
Apple with respect to the *345 patent. Specifically, the final ID found that Andrea does not have
standing to assert the 345 patent, the accused products do not infringe the 345 patent, and Andrea
has not met the domestic industry requirements,

On November 8, 2017, Andrea and OUII each filed timely petitions for review of the final
ID. That same day, Apple filed a contingent petition for review of the final ID. On November
16, 2017, the parties each filed a timely response to the petitions for review. On November 27,
2017, the private patties filed their public interest comments pursuant to Commission Rule 210.50.
No public interest comments were received from the public.

On January 11,2018, the Commission determined to review the final ID in-part. 83 FR
2670-71 (Jan. 18,2018). Specifically, the Commission determined to review the ID’s findings on
(1) standing, (2) infringement, (3) invalidity, (4) inequitable conduct, and (5) domestic industry.
On January 25, 2018, Andrea, Apple, and OUII each filed a response to the Commission’s notice
of review. On February 1, 2018, the parties each filed respective replies.

Having considered the record in this investigation and the parties’ submissions, the
Commission finds that no violation of section 337 has occurred. The Commission (1) reverses
the ID’s finding on standing and finds that Andrea has standing to assert the *345 patent; (2)
affirms, with additional reasoning, the ID’s finding of no domestic industry; and (3) takes no
position on the remaining issues under review.

The authority for the Commission’s determination is contained in section 337 of the Tariff
Act 0f 1930, as amended, 19 U.S.C. 1337, and in Part 210 of the Commission’s Rules of Practice
and Procedure, 19 CFR Part 210,

By order of the Commission.

Lisa R. Barton
Secretary to the Commission

- Issued: March 22,2018 =
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PUBLIC VERSION

UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C,

In the Matter of

CERTAIN AUDIO PROCESSING | Investigation No. 337-TA-1026
HARDWARE, SOFTWARE, AND
PRODUCTS CONTAINING THE SAME

COMMISSION OPINION
L INTRODUCTION

On October 26, 2017, the presiding administrative law judge (“ALJ”) issued her final
initial determination (“ID”) in this investigation, finding no violation of section 337 of the Tariff
Act of 1930, as amended, 19 U.S.C. § 1337 (“section 337”) by the remaining respondent, Apple
Inc. (“Apple”). Specifically, the ID finds that the Complainant, Andrea Electronics Corp.
(“Andrea”), does not have standing; that the accused Apple products do not infringe U.S. Patent
No. 6,363,345 (“the *345 patent”), the only remaining asserted patent; and that Andrea’s asserted
domestic industry products do not practice the *345 patent, “

For the reasons set forth below, the Commission revérses the ID’s finding on standing
and finds that Andrea has standing to assert the ‘345 patént; affirms, with additional reasoning,
the ID’s finding that the domestic industry products do not practice the ‘345 patent; and takes no
position on the remaining issues under review, including infringement, invalidity, inequitable
conduct, and the economic prong of the domestic industry requirement.

IL PROCEDURAL HISTORY

The Commission instituted this investigation on October 25, 2016, based on a complaint
filed by Andrea of Bohemia, New York. 81 Fed. Reg. 73418 (Oct. 25, 2016). The complaint
alleges violations of section 337 by reason of infringement of certain claims of U.S. Patent No.

1
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6,049,607 (“the *607 patent™), the *345 patent, and U.S. Patent No. 6,377,637 (“the 637
patent”). The Commission’s notice of investigation named the following respondents: Apple of
Cupertino, California; and Samsung Electronics Co., Ltd. of Gyeonggi-do, Korea, and Samsung
Electronics America, Inc. of Ridgefield Park, New Jersey (collectively, “Samsung”). The Office
of Unfair Import Investigations (“OUII”) is also a party in this investigation. The Notice of
Investigation delegated public interest to the ALJ for recommended findings. On May 25, 2017,
the Commission issued a notice terminating the investigation as to the 637 patent based upon
Andrea’s motion to withdraw that patent from the investigation. See Comm’n Notice (May 25,
2017).

On April 24, 2017, the respondents filed a motion for summary determination that claims
1-4 and 8-11 of the *607 patent are indefinite. On June 1, 2017, the ALJ granted the motion-in-
part as an ID. Order No. 35, The ALJ terminated the investigation as to the patent claims she
found to be indefinite. Id. at 17.

On June 8, 2017, Andrea moved for partial termination of the investigation based upon
the withdrawal of its allegations as to the 607 patent. The i‘espondents did not oppose the
motion and OUII supported it. On June 13, 2017, the ALJ iissued an ID granting the motion, but
stating that only “[c]laim 1 remains pending before the Administrative Law Judge” for
termination. Order No. 37 at 1 n.1. In fact, claims 5-7, 12 and 25-37 remained in the
investigation, although Andrea chose not to pursue its allegations as to those claims.

No petitions for review of Order Nos. 35 or 37 were filed. On June 27, 2017, the
Commission determined to extend the deadline for determining whether to review Order No. 35
to July 13, 2017, in oxder to coincide with the Commission’s deadline for review of Order No.

37. See Comm’n Notice (June 28, 2017).
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On June 30, 2017, the Commission determined to review Order No. 37, explaining that
the notice of investigation encompasses claims 1-12 and 25-37 of the 607 patent, and that,
although Andrea chose later not to pursue its allegations as to claims 5-7, 12, and 25-37, the
investigation had not yet been terminated as to those claims. Comm’n Notice (June 30, 2018).
The Commission granted Andrea’s June 8, 2017 motion to terminate the investigation as to all
allegations of infringement relating to the 607 patent, thereby terminating the investigation as to
claims 1-12 and 25-37. Id. The Commission also found that in view of the Commission’s
determination to terminate the investigation as to the *607 patent, Order No. 35 was moot, and
the Commission declined to reach it. Id.

Samsung was terminated from the investigation based on settlement and the Commission
determined not to review the ID. Order No. 68; Comm’n Notice (Sept. 13, 2017).

A Markman hearing was held on April 11, 2017 and the Markman Order issued on June
1, 2017, construing certain claim terms. Order No. 34.

On June 12, 2017, Apple moved for summary determination of noninfringement of the
asserted claims of the *345 patent. Andrea and OUII opposed the motion. On July 28, 2017, the '
ALJ granted the motion in part in Order No. 47. Order No. '47; see 19 CF.R. §210.42(c)(1).
Order No. 47 found that Andrea could not rely on the déctrine of equivalents to prove
infringement of the *345 patent because certain statements in the file history of the patent give

rise to prosecution history estoppel. Order No. 47 at 6, 10-15. The ID thus granted summary

determination of noninfiingement under the doctrine of equivalents. Id. at 15. Order No. 47
denied summary determination as to literal infringement of the *345 patent. Id. at 7-10. No
petitions for review of the 1D were filed and the Commission did not review Order No. 47.

Comm’n Notice (Aug. 29, 2017).
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A four-day evidentiary hearing was held August 21-24, 2017.

On October 26, 2017, the ALJ issued her final ID finding no violation of section 337,
The ALJ)’s ID included her recommended determination on remedy, the public interest, and
bonding. On November 8, 2017, Andrea and OUII filed petitions for review of the ID and Apple
filed a contingent petition for review of the ID.} On November 16, 2017, OUII, Apple and
Andrea each filed responses to the respective petitions for review.*

On January 11, 2018, the Commission determined to review the final ID in-part. 83 Fed.
Reg. 2670-71 (Jan, 18, 2018). Specifically, the Commission determined to review the ID’s
findings on (1) standing, (2) infringement, (3) invalidity, (4) inequitable conduct, and (5)

domestic industry. On January 25, 2018, Andrea, Apple, and OUII each filed a response to the

Commission’s notice of review.> On February 1, 2018, the parties each filed respective replies.*

! Complainant Andrea Electronic Corporation’s Petition for Review of the Initial Determination
on Violation of Section 337 (“Andrea Pet.”); Petition of the Office of Unfair Import
Investigations for Review-in-Part of the Final Initial Determination (“OUII Pet.”); and
Respondent Apple Inc.’s Contingent Petition for Review (“Apple Pet.”).

2 Respondent Apple Inc.’s Combined Response to Complainant’s and OUII’s Petitions for
Review (“Apple Rep.”); Combined Response of the Office of Unfair Import Investigations
Response The Private Parties’ Petitions for Review of the Final Initial Determination on
Violation (“OUII Rep.”); Complainant Andrea Electronic Corporation’s Opposition to
Respondent Apple Inc.’s Contingent Petition for Review (“Andrea Rep.”).

3 Complainant Andrea Electronics Corporation’s Initial Submission regarding Commission
Review of the Initial Determination’s Findings on Standing (“Andrea RBr.”); Respondent Apple
Inc.'s Submission Regarding Standing. Pursuant to the Commission Notice of January 11. 2018
(“Apple RBr.”); and Briet of the Office of Unfair Import Investigations on the Issues under
Review (“QUII RBr.”).

* Complainant Andrea Electronics Corporation’s Reply to Apple’s and Staff's Initial Submissions
regarding Commission’s Request for Additional Briefing on Standing ("Andrea Reply RBr.”):
Respondent Apple Inc.’s Reply Regarding Standing, Pursuant to the Commission Notice of
January 11, 2018 (“Apple Reply RBr.™); Reply Brief of the Office of Unfair Import
Investigations on the Issues under Review ("OUII Reply RBr.”),

%
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III.  PRODUCTS AT ISSUE

A. Accused Products

The accused Apple products contain a “voice processor” software module capable of

invoking noise suppression audio units. NG |

B. Domestic IndursrﬁwwaVr(;;lulcts

Andrea relies on its Segment 300 products to satisfy the ﬁiomestic industry requirement
and identified the specific products that implement VGI‘SiOll; of its PureAudio algorithm,. ID at
81-82. The ID explains that Andrea divides the DI products into six categories and asserts that
.each category practicés or embodies all or a subset of claims 4_11, 13, 14, 17,21, 23, 25, 38-40,
43, 46, and 47 of the *345 patent. Id. at 82, The ID provides a table that identifies the categories
of DI products and the corresponding claim they are asserted to practice. Id.

IV.  OVERVIEW OF THE ’345 PATENT

The 345 patent is entitled “System, Method and Apparatus for Cancelling Noise™ and
issued on March 26, 2002. The *345 patent identifies Joseph Marash and Baruch Berdugo as

inventors,
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Claims 4-11, 13-16, 21, 23-25, 38-40, 43, and 46 are asserted against Apple. Claim 38 is
independent. Claims 4-11, 13-16, 21, 23-25 depend, directly or indirectly, from unasserted
independent claim 1, while claims 39-40, 43, and 46 depend, directly or indirectly, from
independent claim 38. Independent claim 1, which is an apparatus claim, recites:

1. An apparatus for canceling noise, comprising:

an input for inputting an audio signal which includes a noise signal;

a frequency spectrum generator for generating the frequency spectrum

of said audio signal thereby generating frequency bins of said audio

signal; and

a threshold detector for setting a threshold for each frequency bin

using a noise estimation process and for detecting for each frequency

bin whether the magnitude of the frequency bin is less than the

corresponding threshold, thereby detecting the position of noise

elements for each frequency bin.
’345 patent at 9:35-46. Independent claim 38 recites a method for canceling noise similar in
scope to independent claim 1, with the addition of subtracting noise elements from the audio
signal. See id. at 12:4-23. Claim 38 recites:

38. A method for driving a computer processor for generating a noise

canceling signal for canceling noise from an audio signal lep1esenting

audible sound including a noise signal 1eplesent1ng audible noise, said

method comprising the steps of:

inputting said audio signal which includes said noise signal;

generating the frequency spectrum of said audio signal thereby
generating frequency bins of said audio signal;

setting a threshold for each frequency bin using a noise estimation
process;

detecting for each frequency bin whether the magnitude of the
frequency bin is less than the corresponding threshold, thereby
detecting the position of noise elements for each frequency bin; and
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subtracting said noise elements detected in said step of detecting from
said audio signal to produce an audio signal representing said audible
sound substantially without said audible noise. '

The 345 patent discloses a method and apparatus for performing noise cancellation and
reduction using spectral subtraction. *345 patent at 1:19-21. Ambient noise degrades the
performance of speech processing algorithms, such as those used in dictation, voice activation,
and voice compression systems, Id. at 1:24-28. While adaptive beamforming microphone arrays
can cancel directional noise, they are unable to effectively cancel diffused noise. Id. at 1:38-49.
Diffused noise can occur in environments that are highly reverberant. Id. One example of such
an environment is a room that has walls that strongly reflect sounds, so that the reflected sounds
reach the array from an infinite number of directions. Id. at 1:49-52. Another example is the
cabin of an automobile, where noise radiates from the car chassis. Id. at 1:52-54.

“Spectral subtraction” is used to cancel diffused noise. Id. at 1:58-60. Spectral
subtraction is a prior art method in which a voice switch is used to detect non-speech time
intervals. Id. at 1:60-64. The magnitude of the spectral level of the noise is estimated by
measuring the magnitude of the non-speech time intervals detected by a voice switch, and then
the noise magnitude spectrum is subtracted from the signal. Id. The prior-art spectral
subtréction method, however, creates artifacts that reduce the performance of speech algorithms.
Id. at 2:1-5, The prior art method also incorrectly assumes that the voice switch can accurately
detect the presence of speech and locate the non-speech time intervals., Jd. at 2:5-10.

The invention of the *345 patent addresses the shortcomings of the prior art methods by

setting adaptive thresholds for each frequency bin.” Id. at 5:10-14; 6:10-11. As a background,

5 The “frequency bins” are “frequency domain outputs extending between two limiting
frequencies.” Order No. 34 at 34, 1-2.



PUBLIC VERSION

audio signals can be analyzed with respect to time (time-domain analysis) or frequency
(frequency-domain analysis). The same audio signal can be represented in the frequency domain
as frequencies of varying magnitudes. In the frequency domain, a graph of a digital audio signal
can be depicted as a sequence of vertical lines wherein each line's location corresponds to a
specific frequency and each line’s height corresponds to “how much” of that frequency is present
in the digital audio signal.

The 345 patent teaches that the magnitude of each frequency bin is compared to an
adaptive threshold. If the magnitude is below the threshold, it is deemed to be noiseand used to
estimate the noise in the signal. Jd. at 6:48-52. If the frequency bin’s magnitude is above the
threshold, it is deemed not to be noise and is not used to estimate the noise. Id. at 6:52-53, After
the system determines the magnitude of the estimated noise, it can be subtracted from the current
frequency bin’s magnitude. Id. at 6:58-61.

V. ISSUES UNDER REVIEW

A, Standing

The question presented to the Commission is whether Andrea, the patent title owner and
licensor of the *345 patent, has standing to enforce the patent in light of an agreement it entered
into with third party AND34 Funding LLC (“AND34”). Ina pri,(.)r investigation involving
Andrea, the Commission determined that the agreement was nothing more than a non-exclusive
lice;lse. As explained below, the Commission determines, based on the record of this
investigation, that Andrea does have standing to enforce the *345 patent,

1. Legal Requirements of Standing

Commission Rule 210.12 requires that intellectual property-based complaints filed by a

private complainant “include a showing that at least one complainant is the owner or exclusive
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licensee of the subject intellectual property.” 19 C.F.R. § 210.12(a)(7). In determining whether
this requirement is met, the Commission has applied the standing requirement established by
courts in patent infringement cases. See, e.g., Certain Catalyst Components and Catalysts for
the Polymerization of Olefins, Inv. No. 337-TA-307, Comm’n Op. at 13 (June 18, 1990)
(“Catalyst Components”) (“ W]e see little basis for inferring a different standing requirement
under section 337 than the courts have established in patent infringement cases.”); Cerain
Optical Disc Drives, Components thereof,"and Products Containing the Same, Inv. No. 337-TA-
897, Comm’n Op. (Jan. 7, 2015) (“Optical Drives™). Patentees bringing an action for patent
infringement must satisfy constitutional standing and statutory cause of action requirements. See
Vaillancourt v. Becton Dickinson & Co., 749 F.3d 1368 (Féd. Cir. 2014) (applying Supreme
Court decision in Lexmark Int’l, Inc. v. Static Control Components, Inc., 134 S. Ct. 1377, 1386-
88 (2014)); Catalyst Components at 13.

Constitutional standing stems from Article III of the Constitution and serves as a limit on
judicial power. See Lexmark, 134 S. Ct. at 1386, It requires that a plaintiff (1) suffer an injury in
fact, (2) show a proximate causal connection between the inj ury and the defendant’s conduct,
and (3) show that the injury would be redressable by a favorable court decision. See id. (citing
Lujian v. Defenders of Wildlife, 504 U.S. 555, 560 (1992)).° In causes of action involving patent
infringement, the Patent Act is the source of these legally protected interests. See Textile Prod.,
Inc. v. Mead Corp., 134 F.3d 1481, 1483-84 (Fed. Cir. 1998). This is because the Patent Act

creates exclusionary rights with respect to the patented invention, gives rise to the right to sue

¢ Although the Commission is not a part of the judicial branch, as noted above the Commission
has applied the standing requirement established by courts in patent infringement cases in
determining compliance with Commission Rule 210.12(a)(7).
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others for patent infringement, defines the nature of patent infringement, and determines the
party that is entitled to judicial relief. Sicom Sys., Ltd. v. Agilent Tech., Inc., 427 ¥ .3d 971, 975-
76 (Fed. Cir. 2005). Thus, questions of constitutional standing must be guided by the language
of the Patent Act.” See Vaillancourt, 749 F.3d at 1368-70.

The Patent Act creates the legal right to exclude. Arachnid, Inc. v. Merit Indus., Inc.,
939 F.3d 1574, 1578-79 (Fed, Cir. 1991). Specifically, the Patent Act bestows the legal right to
exclude others from making, using, selling, or offering to sell the patented invention in the
United States, or importing the invention. 35 U.S.C. § 154, “Constitutional injury in fact oceurs
when a party performs at least one prohibited action with respect to the patented invention that
violates these exclusionary rights,” Morrow v. MicrosoftCorp., 499 ¥.3d 1332, 1339
(Fed.Cir.2007). Accordingly, constitutional standing in a patent infringement suit depends on
whether a party can establish that it has an exclusionary right in a patent that, if violated by
another, would cause the party holding the exclusionary right to suffer legal injury, See Sicom

Sys., 427 F.3d at 976 (“A nonexclusive license confers no constitutional standing on the licensee
2

7 Historically, courts also evaluated patent ownership under the rubric of “prudential standing”
and required it in addition to constitutional standing for patent infringement claims, In the
Lexmark decision, however, the Supreme Court held that prudential standing cannot limit
Congressional intent and essentially discarded the concept of prudential standing in federal
statutory cases. Lexmark, 134 S, Ct. at 1387-88. The Supreme Court clarified that the proper
analysis is to consider whether the purported plaintiff falls within the “zone of interest”
contemplated by the statutory language of the given statute, here the Patent Act. /d. at 1387,

As such, after Lexmark the focus of a standing analysis remains centered on patent ownership in
light of the language of the Patent Act. The Federal Circuit applied this standard in Vaillancourt
and determined that, in light of Lexmark, standing for patent claims requires a statutory cause of
action. See Vaillancourt, 749 F.3d at 1368-70 (citing Lexmark, 135 S. Ct. at 1386-88). A
statutory cause of action is evaluated by looking to the language of the statute. /d. at 1369-1370
(determining that the statutory language answered standing issues related to a claim brought
under 35 U.S.C, § 141 because the statute solely included patent owners, not former owners).

10
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to bring suit or even to join a suit with the patentee because a nonexclusive licensee suffers no
legal injury from infringement.”).

The Patent Act also identifies who is entitled to judicial relief for patent infringement.
The statute provides that the “patentee” is entitled to bring a “civil action for infringement of his
patent.,” 35U.S.C. § 281, The “patentee” includes the entity to whom the patent was issued and
the “successors in title to the patentee.” 35 U.S.C. § 100(d). Therefore, the patentee — the title
holder — at the time suit is filed will generally have constitutional standing as well as satisfy the
applicable statutory cause of action requirements. See Crown Die & Tool v. Nye Tool & Mack
Works, 261 U.S. 24, 40-41 (1923). Thus, “[t]he essential issue regarding the right to sue on a
patent is who owns the patent.” Aspex Eyewear, Inc. v. Miracle Optics, Inc., 434 F.3d 1336,
1341 (Fed. Cir. 2006). Given that a patent is in effect a bundle of rights which may be divided
and assigned, in evaluating patent ownership courts typically determine whether “a sufficiently
large portion of [the] bundle of rights is held by one individual.” Alfied E. Mann Found. For
Scientific Research v. Cochlear Corp., 604 F.3d 1354, 1360 (Fed. Cir. 2010). That individual is
considered the patent owner, and permitted to sue for infriqgem@nt in his own name, /d.

Typically, Federal Circuit decisions on standing corllcem whether an exclusive licensee
under a license agreement has standing to enforce a patent. When analyzing whether a licensee
has standing to sue on its own for patent infringement, the Federal Circuit considers whether the
patent owner transferred “all substantial rights” to the licensee. If “the patentee has transferred
all substantial rights in the patent to an exclusive licensee . . . the licensee is treated as the
assignee” and as an assignee can sue in its own name such that the patent 6wner “need not be
joined in any action brought on the patent.” Delano Farms Co. v. Cal. Table Grape Comn 'n.

655 F.3d 1337, 1342 (2011) (emphasis added); Mann, 604 F.3d at 1359 (“[ W]here an exclusive

11
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license transfers less than ‘all substantial rights’ in the patents to the exclusive licensee, the
exclusive licensee may still be permitted to bring suit against infringers, but the patent owner is
an indispensable party who must be joined.”).

The Federal Circuit has explained that plaintiffs can be categorized into one of three
general groups for purposes of standing in patent infringement cases: (1) those who can sue in
their own name; (2) those who can sue, if they join the patent owner; and (3) those who cannot
even participate as a party in an infringement suit. Morrow, 499 F.3d at 1339-40.,

In determining the category in which a party falls, courts look to “the substance of the
rights conferred onto that party, not to the characterization of those rights as exclusive licenses or
otherwise.” Id. at 1340 n. 7 (citing Vaupel Textilmaschinen v. Meccania Euro Italia S.P.A., 944
F.2d 870, 874-875 (Fed. Cir, 1991) (“Vaupel”)). Therefore, in evaluating the substance of the
right, a court may find that an exclusive licensee was not afforded sufficient rights to confer
standing; that an assignee transferred away too many rights, thus divesting it of its right to sue; or
that an assignee never received sufficient rights to sue alone.

To determine whether a licensor has transferred “all substantial rights” to the licensee,
courts consider a non-exhaustive list of rights, including: “(i) the nature and scope of the right to
bring suit; (2) the exclusive right to make, use, and sell products or services under the patent; (3)
the scope of the licensee’s right to sublicense; (4) the 1‘eversionarly rights to the licensor
following termination or expiration of the license; (5) the right of the licensor to receive a portion
of the proceeds from litigating or licensing the patent; (6) the duration of the license rights; (7)
the ability of the licensor to supervise and control the licensee’s activities; (8) the obligation of
the licensor to continue paying maintenance fees; and (9) any limits on the licensee’s right to

assign its interests in the patent.” Azure Networks, LLC v. CSR PLC, 771 F.3d 1336, 1343 (Fed.

12
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Cir. 2014) (citing Mann, 604 F.3d at 1360-61), judgment vacated on other grounds, CSR PLC
et.al. v. Azure Networks, 135 S. Ct. 1846, 2015 W1 582818 (Apr. 20, 2015)(“Azure”). 'These are
referred to as the Azure factors.

Contrary to the typical issue addressed in the case law, the investigation before the
Commission presents the converse scenario in which the patent title owner/licensor, Andrea,
seeks to bring suit, In this situation, if the licensee has at best a non-exclusive license, it is
unclear whether the Commission must apply the “al} substantial rights” test and the related Azure
factors to Andrea. However, as explained below, we conclude that Andrea does have standing
regardless of whether we apply the Azure “all substantial rights” test to Andrea,

2. Overview of The Agreements at Issune

Andrea determined to enforce its patents against entities it believed were infringing
competitors and sought funding for its patent enforcement actions. In early 2014, Andrea
executed a Revenue Sharing and Note Purchase Agreement with AND34 Funding LLC
(“AND34”), a special-purpose entity created by Fortress Investment Group LLC (“FIG”), to help

e e

fund Andrea’s patent enforcement activities. RX-0310C. [

I ' hc patics also exeouted a

Common Interest and Nondisclosure Agreement (“Common Interest Agreement”). RX-319C,

FIG/AND34 and Andrea renegotiated the terms of the original agreement and executed
an amended Revenue Sharing and Note Purchase Agreement on December 24, 2014, which is
retroactively effective as of February 14, 2014, RX-0181C (“RSNPA”). The parties also
executed a rider with a new line of credit for this section 337 investigation. RX-0146C (Rider).

The RSNPA requires Andrea to monetize the specified patents, including the ‘345 patent, ™}

13
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t B Wi o 7- o er o 7 I In amending the original Revenue Sharing
and Note Purchase Agreement, the parties rendered null and void the Common Interest
Agreement and Business Plan. RX-0181C.0004 at §§ 2.03, 2.02; RX-0181C.15 (noting that the
amendment agreement replaces and supersedes the original agreement); see also RX-0319C.1 at
“WHEREAS?” clause (noting that the Common Interest Agreement applies to the “Revenue
Sharing and Note Purchase Agreement” that was entered into on February 14, 2014 between
Andrea and AND34).

3. The Commission’s Decision in Investigation No. 949

Prior to the current investigation, in Commission Inv. No. 337-TA-949 (“Inv. 949), a
different ALJ considered whether Andrea had standing to assert the *345 patent and found that
Andrea did have standing. See Certain Audio Processing Hardware and Sofiware and Products
Containing Same, Inv. No. 337-TA-949, Order No. 8: Init. Det. Finding Complainant Andrea
Electronics Has Standing to Assert in This Investigation U.S. Patent Nos. 5,825,898; 6,483,923,
6,049,607, 6,363,345; and 6,377,637 (Jun. 11, 2015). Specifically, the ALJ in Inv. 949
addressed standing from the perspective of the rights received by AND34. The ALJ considered
the agreements between the parties and the record evidence to determine that AND34 was
nothing more than a non-exclusive licensee under the RSNPA. 'Iflle ALIJ concluded that Andrea,
as the owner of the patent, retained standing to assert the *345 patent. The Commission did not
review this determination, See Comm’n Notice (Jul. 13, 2015); 19 C.F.R. § 210.42(h).

4, The ID

The 1D currently under review finds that the standing issue involves determining which
entity is the owner of all substantial rights in the patent, and thus addresses standing from the

perspective of rights retained by Andrea i.e., whether Andrea retains “all substantial rights.”

14
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ID at 7-8. The ID concludes that Andrea lacks standing to bring this suit without joining
AND34. Id at 7, 12. The ID explains that Commission Rule 210.12 requires that intellectual
property based complaints must “include a showing that at least one complainant is the owner or
exclusive licensee of the subject intellectual property.” Id. at 7. The ID observes that the
Commission applies the standing law established by courts in patent infringement cases to
determine whether this requirement is met and notes that the complainant has the burden to
prove standing. /d. In reaching its decision, the ID states:

In this case, there is no dispute that Andrea holds title to the patent.

Merely holding title is not dispositive, however. The courts and the

Commission look beyond title to determine whether the

plaintiff/complainant possess all substantial rights. . . A plaintiff or

complainant who lacks all substantial rights cannot sue without

joining the party or parties who share the rights in the patent, and

when those parties cannot be joined, the case will be dismissed.
Id. at 8-10. The ID further explains that “[t]he doctrine that a plaintiff or complainant must
possess all substantial rights to sue on its own applies not only where there is a license agreement
or other formal transfer of rights, but in other circumstances where patent rights have been
divided or diminished by contractual obligations.” /d. at 10. -

The ID explains that in 2014, Andrea entered into the RSNPA under which Andrea
received substantial funds from financial institutions using AND34 as the collateral agent. Id. at
12 (citing RX-0181C). The ID considered the factors set forth in Azure to determine whether
Andrea transferred substantial rights in the patent. The ID explains that the RSNPA on its face

meets Azure factor number 5, concerning AND34’s right to receive a portion of the proceeds

from litigating or licensing the patent, Id. The ID further explains that Andrea is required to

monetize the 345 patent by seeking to enforce it] | 1d.

The ID contends that these provisions significantly diminish Andrea’s exclusive right as a
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patentee to sue infringers and license the patent. Id. The ID also finds that the agreement
prevents Andrea from developing a product using the patent and that Andrea is severely
restricted in its ability to dispose of or convey rights in the *345 patent. Id. at 13,

The ID also finds that Andrea and AND34 share control over litigation strategy in the
Common Interest Agreement, Id, at 14. The ID explains that this Common Interest Agreement,
RX-319C, refutes Andrea’s assertion that AND34 does not control Andrea’s patent assertion
activities, Id. at 14-15. The ID instead finds that the Common Interest Agreement confirms that
the relationship between Andrea and AND34 is not that of a creditor/lender but is a joint venture
to monetize the *345 patent, Id, at 15, The ID asserts that under the Federal Circuit’s most
recent formulation of the standing criteria, the key factors are the exclusive right to make, use,
and sell, license, and sue accused infringers and Andrea has ceded substantial rights in each of
these vital areas to AND34. Id. at 16.

The ID next addresses Andrea’s arguments and finds them unavailing. Id. Thus, while
Andrea argued that it has standing because AND34 does not have all substantial rights in the
patent, the ID found that this argument improperly focuses on the wrong party. Id. The ID
explains the question is whether Andrea, and not AND34, Has standing. Id. The ID declares that
constitutional standing is not at issue and the appropriaté question here is whether Andrea
satisfies the criteria for standing by possessing all substantial 1‘igf1ts in the patent. Id. at 16-17.

The ID also finds that Andrea and OUII’s reliance on the findings in Inv. 949 is
misplaced since that decision dwelt on the question of whether AND34 has an exclusive or
nonexclusive license to the asserted patents. Id, at 17-18. The ID rejects Andrea’s assertion that
the Commission’s determination in Inv, 949 is dispositive, and notes that the 949 decision does

not address the question of whether Andrea has all substantial rights in the patent, factors the ID
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stated were deemed critical to standing by the Federal Circuit and the Commission. The ID
states that certain facts, for example the Common Interest Agreement between Andrea and
AND34, were not considered in Inv. 949, Id. at 18. The ID also finds that the Inv. 949 decision
does not have any preclusive effect and does not address statutory standing. Id. at 19.
5. Petitions for Review and Response
(a)  Andrea’s Pefition

Andrea argues that the ID improperly ignored the Commission’s prior determination that
Andrea has standing to assert the *345 patent as the sole complainant in Inv. 949. Andréa Pet. at
1-2. Andrea explains that in Inv. 949, the Commission considered Andrea and/or AND34’s
standing to assert the 345 patent pursuant to the RSNPA between Andrea and AND34. Id. at 2.
As is it did before the ALJ, Andrea argues that the decision in Inv. 949 is binding precedent in
this investigation. Id, at 2-3.

Andrea asserts that despite the ID’s findings, the only example of “new” evidence cited
in the ID is the Common Interest Agreement between Andrea and AND34, and contends that the
ALJ in Inv. 949 was aware of this evidence, but denied its Qdmission into the record because he
found it irrelevant to the standing issue. Jd. at 3-4 (discussi;lg the Common Interest Agreement).
Specifically, the Inv, 949 ALJ reviewed the evidence and found that it was irrelevant or so
tangentially relevant and lacking in probative value that the potential prejudice in admitting the
evidence outweighed the benefit of admitting such evidence. Id. Andrea agrees with the Inv. 949
ALPs findings on this issue. Andrea explains that while the ID faults the ALJ and the
Commission for only considering constitutional standing in Inv. 949, it is in fact the 1D in this
investigation that committed legal error by failing to address constitutional standing and instead

skipping to analyzing “all substantial rights.” /d. at 10. According to Andrea, the 11D makes no
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findings regarding exclusivity or non-exclusivity and merely declares that constitutional standing
is not in dispute in this case. Id. Andrea asserts that the RSNPA and “associated documents”
grant AND34, at most, a non-exclusive license to the ’345 patent. /d. Andrea explains that
because AND34 is a non-exclusive licensee that is not injured by infringement, it lacks
constitutional standing to bring or join this investigation, J/d. at 10-11. Andrea notes that the ID
acknowledges that AND34 is not an exclusive licensee, unlike the plaintiffs in the cases upon
which the ID relies. Id. at 14. Andrea argues that neither the ID nor Apple cites a single case
where there is an analysis of “all substantial rights” when a patent owner and a non-exclusive
licensee are involved, Id. at 14-15. Andrea argues that even if all substantial rights are
considered, it has not transferred any substantial rights to AND34. Id. at 15-23.

(b)  OUII’s Petition

OUII argues that the Commission should review and reverse the ID’s holding that Andrea
lacks standing to assert the *345 patent. OUII Pet. at 4. OUII argues that it is undisputed that
Andrea holds title to the 345 patent and no other party holds exclusionary rights in the *345
patent. Id. OUII explains that this issue was considered in Inv. 949, where the Commission
properly concluded that AND34 is nothing more than a baré licensee. Id. at 5.

OUII notes that courts consider the nine Azure factors to_determine whether a licensee
has received “all substantial rights.” Id. at 5-6. However, OUII explains that Apple does not
allege that Andrea has transferred all substantial rights in the patent to AND34, and therefore
these factors have no bearing as to whether Andrea is the patentee. Id. at 6. OUII asserts that
Apple has not shown and appears not to contend that AND?34 is the owner or exclusive licensee

of the "345 patent. Id. OUII points out that a non-exclusive licensee has no standing to assert a
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patent. Id. at 7 (citing Azure, 771 F.3d at 1344). Therefore, OUH concludes that Andrea is the
only party that has been shown to have standing. Jd.
(©) Apple’s Response

Apple argues that the ID properly determined that Andrea lacks standing to assert the
’345 patent because Andrea transferred substantial rights to AND34, Apple Rep. at 3,
Apple asserts that Andrea avoids the issue whether Andrea has transferred away too many rights
to the *345 patent to AND34, Id. at 12. Apple argues that the Federal Circuit has explained that
the standing analysis must focus on the substance of the rights conferred, not the charaéterization
of those rights. Id. at 16. Apple contends that the RSNPA is a complicated business agreement
that deprives Andrea of substantial rights and places ultimate control over the patents somewhere
between Andrea and AND34. Jd.  Apple argues that Andrea’s agreements with FIG and AND34
dranatically restrict Andrea’s rights in the *345 patent and grant AND34 substantial rights. /d.
at 17. Apple argues that the ID correctly concludes that Andrea has ceded substantial rights
among other things. /d. Apple explains that the ID determined that: (a) Andrea “is required to

monetize the *345 patent by[ - - m ]

|and therefore does not have an
“unfettered right to choose whom to sue and license;” (¢) Andrea cannot collaborate with{ ~ - |
I : () “Andrea is severely restricted in its ability to
dispose of or convey rights in the *345 patent;” and (e) “Andrea and AND34 share control over
litigation strategy.” Id. at 18. Apple explains that the purported assignment from Andrea to
AND34 states unequivocally: “Assignor hereby irrevocably sells, assigns, transfers and sets over
to Assignee the entire right, title and interest in and to the [*345 Patent] . . . for Assignee’s own

use and enjoyment[.]” Jd. Apple argues that even though AND34 has not “accepted” the
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assignment by countersigning the document, there is no legal requirement that a patent
assignment be executed by both the assignor and the assignee. Id. Finally, Apple also argues
that Andrea actually assigned the 345 patent to AND34. Id. (citing RX-2328C.0001). Apple
addresses the various Azure factors to conclude that Andrea does not have all substantial rights in
the *345 patent in view of the RSNPA and Common Interest Agreement. Id. at 17-28

6. The Parties’ Responses to the Commission’s Briefing Question

The Commission determined to review the ID’s findings on standing and asked the
parties to brief the following question:

Is a determination on whether a licensee is subject to an exclusive

~ license necessary to reach the “all substantial rights” analysis? Are
the factors set forth in Azure Networks, LLC v. CSR PLC, 771 F.3d
1336 (Fed. Cir, 2014), judgment vacated on other grounds, CSR
PLC et.al v. Azure Networks, 135 S, Ct, 1846, 2015 W1 582818
(Apr, 20, 2015), relevant to the question of standing raised in this
investigation?

83 Fed. Reg. 2670-71 (Jan. 18, 2018).
(a) Andrea’s Position

Andrea argues that the Federal Circuit has laid out a two-tier approach in analyzing
patent standing:

The first step is to determine whether the license is exclusive or
nonexclusive, because...the licensee[] would have no right to sue,
even by joining [patent owner], under a nonexclusive license
agreement, A finding that the license was exclusive is necessary,
but not in itself sufficient, to find that the licensee has standing to
sue....

Having found that [patent owner] granted [licensee] an exclusive
license, we next need to deterntine the scope of that license grant
in order to decide which party to the agreement was the owner of
the patents-in-suit. If [patent owner] remained the owner, then it
had standing to sue for infringement, If [patent owner] transferred
sufficient rights to [licensee] to render [licensee] the owner, then
[patent owner] was not permitted to sue for infringement, and the
district court properly dismissed the case for lack of standing,
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Andrea RBr. at 1 (quoting Mann, 604 F.3d at 1360 (emphasis added by Andrea)). Andrea asserts
that if the license is non-exclusive under the first step, the court should never reach the “all
substantial rights” step, and thus the Azure factors are not relevant to the question of standing.
Id. Andrea notes that the factors set forth in Azure come directly from Mann, which confirms
that the application of Azure factors is determined within the two-step framework discussed
above. Id.

Andrea explains that a court needs to reach the all substantial rights analysis only when
more than one party has constitutional standing. Andrea Reply RBr. at 9. Andrea asserts that
this principle is confirmed by Morrow, 499 F.3d at 1340, on which Apple relies to support its
argument. Id. at 9-10.

(b)  OUII’s Position

OUII contends that the “all substantial rights” analysis is used to determine whether an
exclusive licensee has standing to assert a patent alone without joining the patentee. OUII RBr.
at 2. OUII argues that this analysis is only applicable to exclusive licensees because it is well
settled that a non-exclusive licensee has no standing to assert a ﬁétent, either with our without the
patentee. Id. Therefore, OUII asserts that a determination on whether a licensee is subject to an
exclusive license is necessary to reach the “all substantial rights” analysis. Jd. OUII contends
that because AND34 is at best a non-exclusive licensee, the Azure factors are not relevant to the
question of standing raised iﬁ this investigation. Id.

OUII argues that the “‘all substantial rights’ analysis is used to determine whether an
exclusive license is tantamount to an assignment, thus allowing the licensee to stand in the shoes
of the patent owner.” Id. at 3 (citing Mann, 604 F.3d at 1358 (“A patent owner may transfer all

substantial rights in the patents-in-suit, in which case the transfer is tantamount to an assignment
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of those patents to the exclusive licensee, conferring standing to sue solely on the licensee.”),
citing Vaupel, 944 F.2d at 873-74). OUII contends that it is undisputed that Andrea holds title to
the *345 patent, Id. at 4. OUII asserts that the Commission found in the Inv. 949, on essentially
the same record for the very same patent, that no other party holds exclusionary rights in the *345
patent. Id. Therefore, OUII argues that Andrea alone has standing to assert the *345 patent. /d.

OUII argues that “Apple does not cite to a single case where a court found that the owner
of a patent who has transferred some, but not all, substantial rights lacked standing. This is not
surprising because it is beyond reasonable dispute that a patentee retains ownership if it grants
less than all substantial rights.” OUII Reply RBr. at 3. OUII asserts that the cases relied upon by
Apple relate to “the question of licensee standing in the absence of the patent owner” and are
therefore not relevant to whether the patent owner has standing. Id.

(0) Apple’s Position

Apple asserts that a determination on whether a licensee is subject to an exclusive license
is not necessary and the Azure factors are relevant to this investigation. Apple RBr. at 1.

Apple argues that the “all substantial rights” analysis cannot be avoided by characterizing
Andrea’s agreement with AND34 as a non-exclusive licens; for three reasons. Id. First, Apple
asserts that black-letter law holds that the all substantiali‘ights inquiry is a proxy for the statutory
requirement that a party bringing an infringement suit have the iﬁterests of a patentee. Id.
(quoting Morrow, 499 F.3d at 1340 n.6). According to Apple, this statutory requirement must
always be satisfied regardless of how the plaintiff characterizes a transfer of rights to a third
party. Id. Second, Apple asserts that the chief authority upon which Andrea relies, Mann,
expressly defers and expresses no opinion on the key question presented here, namely whether a

party has standing to be the sole complainant, and therefore does not provide a shortcut for
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avoiding the “all substantial rights” analysis that Judge Lord properly conducted. Id. at 1-2,
Third, Apple argues that whether a licensee is subject to an exclusive license is merely one factor
in the “all substantial rights analysis,” rather than being a prerequisite to the analysis. Id. at 2,

Apple argues that the Azure factors are relevant to the question of standing in this
investigation because the factors are the Federal Circuit’s “toolkit” for evaluating the rights
possessed by the party asserting the patent. Id. at 9. Apple further asserts that the “all
substantial rights” analysis is necessary regardless of whether the patentee or licensee files suit.
Id. (citing and discussing Mann, 604 F.3d at 1357-58). Apple then addresses the Azure factors
to argue that Andrea lacks standing acting alone. Id. at 11-16.

7. Analysis

In the Inv. 949 1D, the Commission did not review the ALJ’s determination that Andrea
had standing to assert the ‘345 patent, That ID addressed the agreements between the parties and
the record evidence and determined that AND34 was at most a non-exclusive licensee, and
therefore Andrea had standing to sue alone. That ID did not carry out an “all substantial rights”
analysis. However, the ID did consider the agreements at length, including many of the factors
considered in the “all substantial rights” analysis, to conclude that AND34 was at most a non-
exclusive licensee. The instant ID takes the position thét the 949 Investigation did not consider
all of the evidence and that the ID in Inv. 949 did not address statutory standing., despite the

record containing essentially the same evidence.® The instant ID does not address whether

® The record evidence related to standing in the two investigations appears to be substantially the
same, with the exception being the presence of the Common Interest Agreement in the current
investigation See ID at 18 (“There is no mention [in the ALI’s ID in Inv. 949]. for example. of
the common interest agreement between Andrea and AND34.”). However, as mentioned above,
the RSNPA nullified the Common Interest Agreement. RX-0181C.0004 at §§ 2.03; RX-
0181C.15 (noting that the amendment agreement replaces and supersedes the original
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AND34 is an exclusive or non-exclusive licensee, as the Inv. 949 did, and instead considers
whether Andrea retained “all substantial rights” in the *345 patent.

The main point of dispute between the parties is whether Andrea has standing alone or
whether AND34 must be joined as a co-complainant., As part of this dispute, the parties disagree
on whether the Commission should reach an “all substantial rights analysis.” In order to
determine whether Andrea alone has standing, without joining AND34, it must be determined
what entities had various interests in the patent.

The Federal Circuit has explained that the following types of plaintiffs have standing
with respect to patent infringement suits: (1) “plaintiffs that hold all legal rights to the patent as
the patentee or assignee of all patent rights” and (2) exclusive licensees who “hold exclusionary
rights and interests created by the patent statutes[.]” Morrow, 499 F.3d at 1339-40. The Federal
Circuit further explained that, whether the exclusive licensee has received “all substantial rights
to the patent” determines whether the original patent owner or assignee must be joined in the
suit. Id. at 1340; Delano, 655 F.3d at 1342. Notably, the Federal Circuit explicitly excluded
plaintiffs that “hold less than all substantial rights to the patent and lack exclusionary rights
under the patent statutes” as having standing, and found that this “standing deficiency cannot be
cured by adding the patent title owner to the suit.” Morrow, 499 F.3d at 1340-41.

When determining standing, courts look to “the substance of the rights conferred . . . not
[] the characterization of those rights as exclusive licenses or otherwise.” Morrow, 499 F.3d at
1340 n.7; Vaupel, 944 F.2d at 874 75. The critical inquiry is whether the complaining party has

enough rights to be considered the patent owner. Mann, 604 F.3d at 1360. The Federal Circuit

agreement); see also RX-0319C.1 at “WHEREAS?” clause (noting that the Common Interest
Agreement applies to the “Revenue Sharing and Note Purchase Agreement” that was entered
into on February 14, 2014 between Andrea and AND34).
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explained that, in determining whether a party has received sufficient rights to be considered the
owner of a patent, “the nature and scope of the exclusive licensee’s purported right to bring suit,
together with the nature and scope of any right to sue purportedly retained by the licensor, is the
most imboﬁant consideration.” Id. at 1360-61; Azure, 771 F.3d at 1343, “Constitutional injury
in fact occurs when a party performs at least one prohibited action with respect to the patented
invention that violates these exclusionary rights.” Morrow, 499 F.3ci at 1332, 1339,
Accordingly, constitutional standing in a patent infringement suit depends on whether a party can
establish that it has an exclusionary right in a patent that, if violated by another, would cause the
party holding the exclusionary right to suffer legal injury. See Sicom Sys., 427 F.3d at 976 (“A
nonexclusive license confers no constitutional standing on the licensee to bring suit or even to
join a suit with the patentee because a nonexclusive licensee suffers no legal injury from
infringement.”).

There is a legal question as to whether an “all substantial rights” analysis is required in
the present situation if the patent owner granted at most a non-exclusive license. The
Commission is not aware of, nor has any party cited, any in;tancg in which the Federal Ci1’~cuit or
the Commission has applied the Azure “all substantial righté” test to a patent owner/licensor to
determine whether it retains standing to sue after it has granted a non-exclusive license.” We
therefore cannot conclude that we are required to do so in this particular investigation. However,
even if we apply the Azure“all substantial rights” analysis, we conclude that Andrea retained “all

substantial rights” in the patent and has standing, and that AND34 is not a required party.

°In Optical Drives, the Commission addressed whether the licensee had standing to enforce the
asserted patents. Optical Drives, Comm’n Op. at 10-25.
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(a)  AND34is Granted at Most a Non-Exclusive License

Based on a close review and analysis of the agreements between Andrea and AND34,

we find that Andrea has exclusive rights under the RSNPA and has standing to assert the ‘345
patent in this investigation. We also find that AND34 is granted at most a non-exclusive license,
and that Andrea was therefore not required to join AND34 as a complainant in this investigation
to have standing,

Section 2.6 of the RSNPA states:

2.6. Patent License, Effective as of the Closing Date, the Company shall grant to the

Collateral Agent, for the benefit of the Secured Patties, a non-exclusive, royalty fiee,

license (including the right to grant sublicenses) with respect to the Patents, which

shall be evidenced by, and reflected in, the Patent License Agreement. The Collateral

Agent and the Secured Parties agree that the Collateral Agent shall only use such

license following either a Change of Control or an Event of Default arising on

account of the Company’s failure to comply with Section 6.2; provided, that no sub

license granted by the Collateral Agent pursuant to the Patent License Agreement

shall be revocable by the Company, including on the basis that such Change of
Control or Event of Default has been cured.

RX-0181C at §2.6; see also § 4.5 (“Company is the . . . record owner of all right, title and
interest to all of the Patents™). Section 2.6 refers to a license agreement between Andrea and
AND?34, but this license agreement is effective only upon a Change of Control or an Event of
Default due to Andrea’s failure to comply with Section 6.2 of the RSNPA. Moreover, this
license agreement provides AND34 only with a non-exclusive, rqyalty free license granting
AND34 the rights to make, have made, market, use, sell, offer for sale, import, export, and
distribute the inventions disclosed in the *345 patent. Id.; RX-1158C.2 at § 2.1. Nothing else in
the record contradicts this provision, which does not grant AND34 exclusive rights to make, use,
offer for sale, import, export or distribute the inventions. An exclusive licensee must hold some

exclusionary right in the patent in order for there to be legal injury from the act of infringement
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and therefore to have standing to sue for infringement. WidV Solutions LLC v. Morc)l“ola, Inc.,
631 F.3d 1257, 1264 (Fed. Cir, 2010); Mann, 604 F.3d at 1361; Morrow, 499 F.3d at 1343,

Under this same provision, AND34 is given the right to grant sublicenses of the *345
patent, but again AND34 cannot exercise this right unless there is a Change of Control or an
Event of Default. RX-0181C at §2.6. This provision does not give AND34 the right to license
or sublicense the *345 patent at this time.

Under section 6.5.2 of the RSNPA, Andrea also retains control over any infringement
suit. The RSNPA provides “under no circumstances shall the Purchasers or the Collateral Agent
have any right to direct or control the Company’s monetization efforts.” RX-0181C at § 6.5.2.
Thus, AND34 cannot “direct or control” any of Andrea’s patent monetization efforts, including
any litigation. The RSNPA further states in § 9.9: “This Agreement and Documents constitute
the entire understanding of the parties with respect to the subject matter hereof and thereof and
supersede all prior and contemporaneous understandings and agreements, whether written or
oral.” RX-0181C at §9.9. The Common Interest Agreement cannot change these provisions
because the parties expressly noted, when executing the RSNPA;: that the Common Interest
Agreement is not applicable. RX-0181C at §2.03.

Based on the above discussion, we conclude that (1) AND34 has no exclusionary rights in
the asserted patents; (2) AND34 has only a nonexclusive right to make, use, sell, or import
products protected by the asserted patents in the event of a Change of Control or Event of
Default; (3) Andrea has retained, under the RSNPA, the exclusionary right to the asserted
patents; (4) Andrea is the owner of the asserted patents; and (5) as such, Andrea has standing to
assert the "345 patent in this investigation. Because we find that AND34 is granted at most a

non-exclusive license, Andrea was not required to join AND34 as a complainant in this
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investigation to have standing. See Sicom Sys., 427 F.3d at 976 (“A nonexclusive license confers
no constitutional standing on the licensee to bring suit or even to join a suit with the patentee
because a nonexclusive licensee suffers no legal injury from infringement.”).
(b)  Andrea Retains All Substantial Rights

As discussed above, it is unclear whether, in this situation, an “all substantial rights
analysis” is required. However, if it is, consideration of the Azure factors shows that Andrea
retains all substantial rights.
Factor 1: Nature and Scope of the Right to Bring Suit

Section 6.2 of the RSNPA requires that Andrea use its best efforts to diligently pursue

monetization of its patents against the— RX-0118C.0026 at § 6.2;

- ]Hx Tr. at 113:21-114:6.

Section 6.2 of the RSNPA does not require Andrea to sue or threaten to sue th( : l

-

il ]but allows Andrea to satisfy its agreement with attempts to license the patents

through discussion, negotiations, or litigation. Hr. Tr. at 123:16:124:13. In addition, the

T

-and there is nothing that prevents Andrea from pursuing additional infringers that are

—See generally RX-0181C; RX-309C; RX-1158C.3 § 4

(even if AND34 brings infringement to Andrea’s attention, Andrea has “the sole right, at its

RSNPA does not require Andrea to monetize the patent against each of the l :

expense, to bring any action on account of any such infringement”); CX-1890C at 196:19-21
(“Q: Can Fortress or AND34 direct Andrea to file a suit against any particular party or infringer?

A:No.”).
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Andrea alone is in control of its litigation strategy. Under the RSNPA, Andrea is given
the power to make choices about its monetization efforts. RX-0181C.0028 § 6.5 (“For the
avoidance of doubt, under no circumstances shall the Purchasers or the Collateral Agent have
any right to direct or control the Company’s monetization efforts.””). The RSNPA further states
in § 9.9: “This Agreement and Documents constitute the entire understanding of the parties with
respect to the subject matter hereof and thereof and supersede all prior and contemporaneous
understandings and agreements, whether written or oral.” RX-0181C at §9.9. The Common
Interest Agreement, which is no longer incorporated into the RSNPA, does not change these
facts. “Where the licensor retains a right to sue accused infringers, that right often precludes a
finding that all substantial rights were transferred to the licensee.” Mann, 604 F.3d at 1361.

In Diamond Coating Technologies, LLC v. Hyundai Motor America, 823 F.3d 615 (Fed.
Cir, 2016), the Federal Circuit found a lack of standing where the licensor retained significant
control over the enforcement and litigation activities. Diamond Coating, 823 F.3d at 621. Here,
while Andrea is required to pursue monetization of its patents, Andrea identified the potential

targets, Andrea is not limited in how it pursues its monetization efforts, including whether it

" ] Andrea directs and controls its own

approaches targets not on thei - o

litigation activities. Accordingly, on this factor Andrea ilas only ceded a few limited rights in

exchange for monetization funding,

Factor 2: Exclusive Right to Make, Use, and Sell Products or Services Under the Patent
The ID finds that Andrea does not have the right to make, use, and sell products or

services under the patent based on the RSNPA. ID at 13, However, we find that the RSNPA

does not strip Andrea of its exclusive right to make, use, and sell products and services and does

not give AND34 any exclusive right to make, use, or sell products or services.
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Under the RSNPA and Andrea’s existing non-exclusive licenses, Andrea retains the
exclusive right to make, use, and sell products under the *345 patent. See, e.g., RX-0181C.0019
at § 2.6, RX-0181C.0032 at § 6.13; RX-1158C.2 at § 2.1. While § 6.13 limits Andrea from

entering “into any agreement to manufacture and sell any new physical hardware products

covered by the Patents to a_ or to sell any made-to-specification
software covered by the Patents to a_ in each case without prior

writlen consent of the Majority Purchasers,” Andrea can continue to sell its existing products to

anyone and can sell new hardware to entities other than the— RX-

0181C.0032 at § 6.13; Ir. Tr. at 115:5-116:4, Andrea explains that it has earned, and continues

to earn, substantial revenue from the- » 5 !and others via sales and
licensing of its existing products. See, e.g., CX-0002C at Q/A 93-137 (detailing some of

Andrea’s sales and licensing of DI Products and software, including PureAudio, to companies

including!m N _ B « l]); RX-0309C. Andrea further
explains that while theﬂ_f o R

companies (see RX-0309C), Andrea’s current sales are primarily in the markets for ATM/VTMs,

information kiosks, mass transit and automotive communications, home automation, the internet
of things, TV set top boxes, audio and video recording and video surveillance, and robotics. See,
e.g., 1X-0070.8-10. Andreais unrestricted in selling current or new hardware or software
products in these markets. Indeed, the ID finds that the purpése of § 6.13 is simply to protect
AND34’s share of the revenue stream, and not to provide AND34 with any rights in the "345
patent. ID at 13-14, n.8.

AND34 has no present right to practice the *345 patent or grant sublicenses. See. ¢.g.,

RX-0181C.0019 at § 2.6; IX-0019C at 532:8-533:22, 538:1-544:5; I1X-0020C at 553:15-16,
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553:19-20,554:1-12, 554:15-17, 554:19-555:2, 555:5-14, 555:17-556:3, 556:5-6, 556:10-11,
569:13-14, 569:17-20, 569:22-570:8, 570:11-15, 570:18-571:7. In the event of a Change of
Control of Andrea or Event of Default for Andrea’s failure to comply with § 6.2, AND34 may
execute a non-exclusive license agreement, but no such event has occurred. RX-0181C.0019 at §
2.6, RX-0181C.0026 at § 6.2. In Morrow, the Federal Circuit explains that in order for a party to
join as a co-plaintiff, the party must have the right to exclude others from making, using, or
selling the invention in the United States and that future interests in a patent were insufficient to
find an exclusionary interest exists. Morrow, 499 F.3d at 1343,

Thus, Andrea maintains its exclusive right to make, use, and sell the invention of the *345
patent and is restricted only with respect to making, using, or selling in the same business area as
theL *ﬁvi ' | inorder to protect AND34’s revenue stream.

Factor 3: The Scope of the Licensee’s Right to Sublicense

Andrea holds the sole right to license the *345 patent. Section 2.6 of the RSNPA gives
AND34 a non-exclusive license and the right to “sub-license” only if there is a Change of
Control or in the Event of Default, RX-0181C.0002 at §2.§, RX-0181C.0019 at § 6.2, In the
event that there is a Change of Control or Default, the licenée agreement requires that AND34
obtain written approval from Andrea before entering into any sublicense agreement imposing
financial obligations or restrictions on Andrea and it must provide 15 days written notice before
entering into such a sublicense agreement, RX-1158at § 2.2. Accordingly, until there is a
Change of Control or an Event of Default, AND34 has no right to license the *345 patent at all,
let alone sublicense the patent.

The ID finds that § 6.9.1 prohibits Andrea from sublicensing the *345 patent to any

]. ID at 14. However, this finding is in direct conflict with § 6.9.1 of
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the RSNPA and appears to be a misinterpretation of the RSNPA. Section 6.9.1 provides Andrea

with the ability to grant settlements and non exclusive licenses to fi ' e or
others. RX-0181C.0029-30 at §6.9.1. AND34 has no right under the RSNPA 1o be informed of
the negotiations or terms until after execution and cannot control, much less to object to, the
negotiations or terms. See, e.g. id. Inaddition, if Andrea desires to sell the patent, AND34 has a
right of first refusal and must provide written consent to the sale. Id. Otherwise, Andrea may
sell the patent and receive the consideration it bargains for, from either ANID34 or someone else.
Id

Apple argues that Andrea has already assigned the *345 patent to AND34. AppleRep.
Br. at 18 (citing RX-2328C.001). This is not correct because AND34 may only execute this
assignment after a Change of Control or Event of Default based on Andrea’s failure to comply
with §6.2 of the RSNPA. RX-0181C.0035-36 at §7.3. No Change of Control or Event of
Default under §6.2 of the RSNPA has occurred, and therefore no rights have yet transferred to
AND34 under this provision, See, e.g., JX-0020C at 552:12-556:11; Hr, 'Ir. at 124:14-16, 125:7-
126:11.

Factor 4: Reversionary Rights to the Licensor Following Termination or Expiration of the
License

No party addressed this right, and it does not appear to be an issue.

Factor 5: Right of the Licensor to receive a portion of the proceeds from litigation or
Licensing the Patent

Under the RSNPA, Andrea and AND34 share the proceeds from licensing or litigating
the *345 patent pursuant to the terms of the agreement. See, e.g., RX-0181C.00]16-16 at § 2.1
and RX-0181C.0049, .0054-57 definitions of “Revenue Stream,” “Monetization Revenues,™

“Permitted Adjustments,” and “Applicable Percentage”; see 1D at 12. ‘T'here is no question that
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the right to receive a portion of the proceeds from litigation or licensing was transferred to
AND?34 in consideration for funding. However, one party’s economic interest in proceeds of
litigation/licensing alone does not indicate that it holds substantial rights when the other factors
weigh in favor of ownership by the other party. See, e.g., Azure, 771 F.3d at 1344; Vaupel, 944
F.2d at 875 (right to receive infringement damages was merely a means of compensation under
the agreement).
Factor 6: The Duration of the License Right

No party addressed this right, and it does not appear to be an issue.
Factor 7: Ability to Supervise or Control Licensee’s Activities

The ID states that “[w]hether or not AND34 actually controls Andrea’s use of the patent,
it has the right to do so” because “[f]ailure to abide by paragraph 6.2 may result in a default” and
“[u]pon the occurrence of a default, Andrea may be required to relinquish the patents to
AND34.” ID at 14, n.9. The ID’s findings are based on speculation of what will occur if Andrea
defaults, an event that has not occurred.

Under § 6.2 of the RSNPA, AND34 is required to iIAlform'Andrea if it believes that
Andrea is not complying with its obligations to monetize thé patents. JX-0020C at 569:19-
570:13; RX-0181C.0026 at §6.2. However, corporate répresentatives from both Andrea and
AND34 testified that AND34 has no right to control Andrea throﬁgh this or any other provision,
and in fact AND34 has not exercised and states that it has no intention to exercise such control.
See, e.g., Hr. Tr. at 124:14-125:6. Further, § 6.5.2 of the RSNPA expressly states that “under no
circumstances shall [AND34] have any right to direct or control [Andrea’s] monetization

efforts.” RX-0181C.28 at § 6.5.2.
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The ID relies on the Common Interest Agreement to refute the express language of the
RSNPA. ID at 14-15. However, the Common Interest Agreement does not apply to the RSNPA,
See generally RX-0181C. The Common Interest Agreement states that it applies to the
“Revenue Sharing and Note Purchase Agreement” entered into in February 14, 2014, RX-
0319C.1 (first “WHEREAS” clause). However, Andrea and AND?34 later superseded that
Agreement via the RSNPA on December 24, 2014, see RX-0181C, which the IID acknowledges
is currently operative, ID at 12. The RSNPA §9.9 states “[t]his Agreement and the Documents
constitute the entire understanding of the parties with respect to the subject matter hereof and
thereof and supersede all prior and contemporaneous understandings and agreements, whether
written or oral.” RX-0181C.0042 at §9.9. The Common Interest Agreement is not among the
“Documents” that pertain to the ‘345 patent under the RSNPA.

The 1D argues that the Common Interest Agreement “refutes conclusively Andrea’s
assertion that AND34 does not control Andrea’s patent assertion activities.” See ID at 15.
However, on that same page, the ID acknowledges that the RSNPA explicitly states that “under
no circumstances shall AND34 have any right to direct or control [Andrea’s] monetization
efforts. Jd. Under the plain language of the RSNPA and in‘vi’ew of the documents and testimony
in the record, it is clear that AND34 does not have any right to direct or control Andrea’s
monetization efforts. In addition, AND34 has limited rights to réceive information from Andrea
concerning its monetization efforts and expenses. See, e.g., RX-0181C.0026-28 at §§ 6.5-6.6;
IX-0019C at 532:8-533:22, 538:1-544:5; 1X-0020C, 558:22-564:8,.

Factor 8; Obligation of Licensor to Continue Paying Maintenance Fees
Pursuant to § 6.9.2 of the RSNPA, Andrea retains the obligation to pay maintenance fecs

on the *345 patent. See, ¢.g., RX-0181C at § 6.9.2 (“the Company shall, at its own expense, take
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all reasonable steps to pursue the registration and maintenance of each Patent and shall take all
reasonably necessary steps to preserve and protect each Patent™).
Factor 9: Any Limits on the Licensee’s Right to Assign its Interests in the Patent

While the ID concludes that Andrea cannot grant sublicenses to any[ _
i iID at 14), the ID does not actually address this right. As mentioned above, however, §
6.9.1 provides Andrea with the ability to grant settlements and non-exclusive licenses to a
MR Drothers. RX-0181C.0030at §6.9.1. AND34 has no right under the
RSNPA fto be informed of the negotiations or terms until afler execution and cannot control,
much less to object to, the negbtjalions or terms. See, e.g. id. 1f Andrea desires to sell the patent,
AND34 has a right of first refusal and must provide written consent to the sale. Otherwise,
Andrea may sell the patent and receive the consideration it bargains for, from either AND34 or
someone else, /d.

Under §6.2 and §2.6 of the RSNPA, AND34 would be granted a non-exclusive license
only after a Change of Control or an Event of Default under § 6.2 of the RSNPA, and at that
point may sublicense. RX-0181C.0026, .0019 at §§6.2, 2.6. However, no Change of Control or
Event of Default has occurred and thus AND34 currently has no right to sublicense the *345
patent,

In summary, while the RSNPA agreement does have some limited impact on Andrea’s
rights, we find that Andrea has retained all substantial rights in the *345 patent. Considering the
factors above, Andrea (1) has the sole right to bring and control any infringement actions, (2)
must maintain the *345 patent; (3) has control over licensing and litigation decisions. with the
exception that Andrea cannot grant an exclusive license without AND34’s permission; (4) has

the right to make, use, and sell products using the invention of the *345 patent as long as it does
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not sell new products to thcl[

3 I{ and (5) will eventually receive profits
from its monetization efforts. Conversely, AND34 only (1) has the right to a non-exclusive
license in the event of a Change of Control or an Event of Default; (2) has the right to execute a
patent assignment in the event of a Change of Control or an Event of Default; (3) has the right to
receive information on Andrea’s monetization efforts; (4) has the right to receive revenue from
Andrea’s monetization efforts; and (5) has the first right of purchase of the 345 patent. Based
on a consideration of these rights, the evidence establishes that Andrea retains all substantial
rights in the *345 patent. Accordingly, even applying the “all substantial rights” analysis,
Andrea has standing to bring this investigation.'®

B. Infringement of The ’345 Patent

The Commission determined 1o review the 1D findings on infringement. On review, the
Commission takes no position on infringement.

C. Domestic Industry

1. Technical Prong
Section 337 declares unlawful the importation, the sale for importation or the sale in the

United States after importation of articles that infringe a valid and enforceable U. S, patent “only

1% The parties also raise a number of other considerations that purportedly should be taken into
account in assessing standing, such as preventing multiple lawsuits on the same patent against
the same accused infringer. See Andrea Pet. at 23-25; Apple Rep. at 28-31. Here, Andrea is the
sole owner of the 345 patent. Unless there is a Change of Control or an Event of Default under
§ 6.2 of the RSNPA, AND34 cannot bring suit against Apple. While AND34 does have an
interest in revenue from Andrea’s monetization of the *345 patent, as well as other insubstantial
rights, AND34 could not bring an action alone against Apple. Therefore, there is not currently a
possibility of multiple lawsuits on the same patent against the same accused infringer. Second.
while AND34 is entitled to a revenue stream from any monetization of the patents, AND34
explicitly relinquished control of Andrea’s monetization efforts unless Andrea fails to use its
“best efforts” to monetize the patent. Accordingly, we do not find that these considerations
warrant requiring AND34 to have joined this investigation as a co-complainant.
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if an industry in the United States, relating to articles protected by the patent . . . concerned,
exists or is in the process of being established.” 19 U.S.C. § 1337 (a)(2); Certain Ammonium
Octamolybdate Isomers, Inv. No. 337-TA-477, Comm’n op. at 55 (Jan. 2004). Under
Comimission precedent, this “domestic industry requirement” of section 337 consists of an
economic prong (i.e., the activities of, or investment in, a domestic industry) and a technical
prong (i.e., whether complainant’s atticles are protected by the asserted intellectual property
rights). Certain Siringed Musical Instruments and Components Thereof, Inv. No. 337-TA-586,
Comm’n Op. at 12-14, 2009 WL 5134139 (Dec. 2009). The burden is on the complainant to
show by a preponderance of the evidence that the domestic industry requirement is satisfied.
Certain Multimedia Display and Navigation Devices and Systems, Components Thereof and
Products Containing Same, Inv. No. 337-TA-694, Comm’n Op. at 5 (July 22, 2011).

The technical prong of the domestic industry requirement is satisfied when the
complainant in a patent-based section 337 investigation establishes that it is practicing or
exploiting the patents at issue. See 19 U.S.C. §1337 (a)(2); Certain Microsphere Adhesives,
Process for Making Same and Prods. Containing Same, Including Self-Stick Repositionable
Notes, Inv. No. 337-TA-366, Comm’n Op. at 8, 1996 WL 1056095 (Jan. 16, 1996). “In order to
satisfy the technical prong of the domestic industry requirement, it is sufficient to show that the
domestic industry practices any claim of that patent, not necessarily an asserted claim of that
patent.” Certain Ammonium Octamolybdate Isomers, Inv. No. 337-TA-477, Comm’n Op. at 55
(Jan. 2004).

The test for claim coverage for the purposes of the technical prong of the domestic
industry requirement is the same as that for infringement. Certain Doxorubicin and

Preparations Containing Same, Inv. No. 337-TA-300, Initial Determination at 109, 1990 WL
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710463 (May 21, 1990), aff’d, Views of the Commission at 22 (October 31, 1990); Alloc, Inv. v.
Int’l Trade Comm'n, 342 F.3d 1361, 1375 (Fed. Cir. 2003). To prevail, the patentee must
establish by a preponderance of the evidence that the doméstic product practices one or more
claims of the patent. The technical prong of the domestic industry can be satisfied either literally
or under the doctrine of equivalents. See Certain Refiigerators and Components Thereof, Inv.
No. 337 TA 632, Comm’n Op. on Remand at 66 67 (Mar. 11, 2010) (public ver.) (affirming
Final ID’s finding that technical prong was satisfied under the doctrine of equivalents).

(a) ThelD

Andrea relied on its Segment 300 products to satisfy the domestic industry requirement
and identified the specific products that implement versions of its PureAudio algorithm. ID at
81 82. The ID provides a table that identifies the categories of DI products and the
corresponding claim they are asserted to practice. Id. at 82. |

The ID addresses independent claims 1 and 38, and determines that the limitations “a
frequency spectrum generator for generating the frequency spectrum of said audio signal thereby
generating frequency bins of said audio signal” (claim 1) and “generating the frequency
spectrum of said audio signal thereby generating frequency Bins of said audio signal” (claim 38)
are not met by the DI products. Id. at 83 91. The ID finds that the other limitations of the
independent claims are met. Id, at 83, 91. |

The ID finds that the asserted claims require a means or a step of generating the
frequency spectrum of a signal so as to generate “frequency bins.” Id. at 83. The ID explains
that the parties agreed that the claimed “frequency bins” are “frequency domain outputs
extending between two limiting frequencies.” Id. (citing Order No. 34 at 1-2). The ID notes that

Apple and OUII argue that the DI products do not satisfy the “frequency bin” limitation because
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the DI products split the audio signal into sub-bands that are in the time domain, not the
frequency domain. Jd.

The 11D explains that it is undisputed that the DI products| B ]

‘ Id. at 83-84 (citing Andrea’s Opposition to Respondents® Motion

for Summary Determination of No Domestic Industry (June 22, 2017), Response to

Respondents’ Undisputed Material Fact No. 12; Hr. Tr. (Delaco) at 320: 1 8-22). The 1D notes
that the *637 patent was filed more than a year after the *345 patent and explicitly discusses the
application that issued as the *345 patent. /d. at 84, The 1D states:

The specification of the’637 patent explicitly discusses the

application that issued as the *345 patent, noting that the method

described in the *345 patent “require[s] complex and

computationally intense I'FT calculations in order to operate on the

data while in the frequency domain,” One of the objects of the

’637 patent is to avoid such complex calculations in favor of “a

simple, yet efficient mechanism, to estimate and subtract noise.”

To attain its objectives, the *637 patent discloses a method that

includes “a band splitter for dividing the digital input signal into a

number of frequency-limited time-domain signal sub-bands.”
Id. (citations omitted). The ID asserts that the sub-bands tatght in the *637 patent are
consistently described as in the time domain. Jd. at 84-85. Indeed, the ID explains that the
invention of the *637 patent claims has an advantage over the prior art that operates in the
“frequency domain.” Id. at 85. The ID finds that the specification of the *637 patent clearly
describes an algorithm that splits the signal into time domain sub-bands, not frequency domain

outputs. Id. at 86. The ID further finds that the DI products split the signals into time domain

bands, not frequency bands as described in the *637 patent. /d.

The D notes that Andre: IR
[ I | But the ID finds that this step, as
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described by the *637 patent, is an intermediate step that does not convert an input signal to its
frequency representation, Id. at 87. The ID relies on teachings in the *637 patent and testimony

regarding the same from Dr. Spencer, Apple’s expert, and others, Id. at 87-89. The ID also finds

that Mr. DeJaco’s identification L.;;;: 77 7 ]I does not show that
the DI products practice the frequency spectrum limitation of the *345 patent. Id. at 89. The ID
rejects Mr, DeJaco’s testimony that the DI products represent a hybrid “time-frequency domain
analysis” concluding that there is no such hybrid analysis in either the *345 or *637 patents. Id.
at 89-90. The ID also rejects Andrea’s suggestion that the *345 and *637 patents operate in some
kind of hybrid time-frequency domain as attorney argument, backed only by unsupported expert
testimony. Id. at 90. The ID finds:

The record evidence points to the clear conclusion that the Andrea

DI products, using the algorithm described in the 637 patent,

generate frequency-limited time domain sub-bands. And these time

domain sub-bands do not meet the frequency spectrum generator

limitations of the *345 patent that require a frequency spectrum

consisting of frequency bins of the audio signal.
Id. The ID concludes that because the DI products do not satisfy the “frequency spectrum
generator” limitation of claim 1 or claim 38, the DI products do not practice any asserted claim

of the *345 patent. Id. at 91.

(b)  The Parties’ Positions

Andrea asserts that the 1D erred in finding that the DI products do not meet the parties’
agreed-upon construction of “frequency bins” because the ID finds that the DI products allegedly
do not generate frequency domain outputs, but rather time domain outputs. Andrea Pet. at 44.
Andrea explains that the sole issue for review is whether the DI products operate in the
frequency domain. Id. at 45. Andrea asserts that the ID’s failure to interpret and apply

“frequency domain” as it is used in the parties’ agreed upon construction of “frequency bins™ is
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clear error. Id. at 48. Andrea further argues that the ID erved in finding that the DI products
0perat¢ exclusively in the time domain and that the ID’s reliance on its finding that the *637
patent does not describe operation in the “frequency domain” is contrary to the record evidence.
Id. a1 48-49. Andrea further asserts that the record establishes that the DI products generate
frequency-limited signals without the time component. Id. Finally, Andrea argues that the
actual evidence establishes that the DI products operate in both the time domain and the
frequency domain. Id. at 50-51.

OUII contends that the ID correctly finds that Andrea did not meet its burden to show
that its DI products satisfy the “frequency bin” limitations of the 345 patent because its products
do not produce frequency domain outputs, but instead sp.lil audio signals into time domain sub-
bands. OUII Rep. at 8-9, OUII asserts that Andrea has admitted that its DI products split audio
signals into time-domain sub-bands using the technique described in the '637 patent, which
describes splitting an audio input signal to generate time domain samples, as opposed to
frequency domain samples. Id. at 9, OUIl argues that Andrea’s contention that the technique
described in the *637 patent produces frequency domain outputs‘appears to be inconsistent with
the statements made in the *637 patent distinguishing its time domain techniques from those
performed in the frequency domain. Jd. at 10. Therefore, OUII asserts that the ID’s findings that
the technical prong is not met is correct. Id.

Apple argues that the 1D properly considered the evidence, in light of the parties’
agreement that “frequency bins” means “frequency domain output extending between two
limiting frequencies,” to find that the DI products do not practice any claim of the *345 patent.
Apple Rep. at 53. Apple explains that Andrea’s challenge is directed solely to whether the 1D

properly weighed the evidence (o find that Andrea’s products create time domain sub-band
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signals and not frequency domain outputs. Id. Apple asserts that “[t]he evidence showed that
the terms ‘frequency domain’ and ‘time domain’ are technical terms that refer to different
mathematical representations of an audio signal.” Jd. at 54, Apple explains that the testimony
from Dr. Spencer and Dr. Kyriakakis supports the ID’s finding that the time domain sub-band
sgnals ercated by o
h i in the DI products are not “frequency bins.” Id. at 54-56. Apple also argues that Andrea’s
definition of “frequency domain” is not supported by the record, Id. at 56-58, Apple explains

f : 7 ] and, thus, it was proper for the ID to consider Andrea’s own

that Andrea and Mr, DelJaco admitted that the DI products{

description of that[L . ‘ when weighing the evidence. Id. at 59. Finally, Apple explains
that Andrea’s argument that its products create a hybrid “time-frequency domain” suffers from
numerous problems. Jd at 60-62.
(¢)  Analysis
The Commission determined to review the ID’s findings on the technical prong of the
domestic industry requirement. The parties’ dispute centers on whether the DI products generate

13

“frequency bins” found in the limitations “a frequency spectrum generator for generating the
frequency spectrum of said audio signal thereby generating frequency bins ‘of said audio signal”
(claim 1)/“generating the frequency spectrum of said audio signal thereby generating frequency
bins of said audio signal” (claim 38). The parties agreed that the term “frequency bins” means
“frequency domain outputs extending between two limiting frequencies.” See e.g., Andrea Pet.
at 45; 1D at 30. Under the parties’ agreed-upon construction of “frequency bins.” these claim

limitations require the generation of “a frequency spectrum” which thereby generates “frequency
£ )

domain outputs extending between two limiting frequencies.”
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An audio signal is an electrical signal that represents a physical sound wave. RX-0005C
(Spencer) at Q/A 15-18 (discussing RDX-0005C.0002-3). Because the audio signal represents
how a sound wave changes over time, Dr. Spencer testified that such a signal is considered to be
in the “time domain.” Id. at Q/A 16. In contrast, a “frequency domain” representation of an
audio signal provides a summary of the frequency content of a frame of the signal, depicting the
amplitude of each frequency that is present in the frame but not the oscillation of that frequency
over time. Id. at Q/A 24-26, 72; Hr. Tr. 746:24-747:9, 753:20-754:3.

Andrea now tries to assert that the experts agreed that a signal is in the “frequency
domain” if “it can be analyzed or processed as a function of its frequency.” Andrea Pet. at 46.
However, Dr, Spencer and Dr, Kyriakakis rejected this interpretation and Andrea takes certain
statements of their testimony out of context. Dr. Kyriakakis testified that the term did not refer
to splitting a signal into frequency components. RX-0003C (Kyriakakis) at Q/A 21, 17. Dr.
Spencer explained that it is possible to split a signal into frequency components without
converting it into the frequency domain but such actions do not generate fiequency bins. RX-
0005C at Q/A 43; see also id. at Q/A 71-74, 42, 44-55, 64. The testimony from Apple’s experts
does not support Andrea’s position and the Commission doés not adopt the position advanced by
Andrea, |

Andrea requested that the Commission review the ID’s findings in part based on the ID’s
reliance on the descriptions of “frequency domain” and “time domain” in the *637 patent, which
is owned by Andrea and also shares a named inventor with the *345 patent. Andrea Pet. 47-51.
While we agree that usually a comparison of the DI products to an unasserted patent is not

appropriate, the ID relied on admissions from Andrea and its expert, Mr. Delaco, that the DI

.

productsy
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i - - R, _as outputting time domain sub-band

signals, 1D at 83-84; Hr. Tr. 320:18-22, 342:5-7 ™ L g e

id. 21:14-16, 321:10-22; Andrea’s Opposition to Respondents’ Motion for Summary
Determination of No Domestic Industry (June 22, 2017), Response to Respondents’ Undisputed
Material Fact No. 12, The '637 patent states that the outputs of the filter bank are time domain
outputs. RX—()OSI at 4:66-5:12, 4:49-51; RX-0005C at Q/A 39-44, 50-51. The 1D)’s reliance on
such admissions from Andrea was proper. Andrea also asserts that the ID improperly discounted
Mr. Delaco’s testimony. However, the ID properly weighed the evidence to reach its findings
and the ALJ was entitled to find some evidence more credible. In addition to comparing the DI
products to the 637 patent, the ID reiied on testimony from Apple’s experts who examined the
DI product’s software code to conclude it operates in the time domain.

The relevant evidence supports the ID’s conclusion that the DI products operate in the
time domain, Dr, Spencer describes at least two processes for splitting an audio signal into
frequency components. The first process uses an FFT, as described in the *345 patent, to convert
an audio signal to the frequency domain by generating frequency. bins. RX-0005C (Spencer) at
Q/A 42-44, 59. Another process, the DFT-SSB filter bank, éeparates the audio signal into
frequency-limited sub-bands that are time domain signais. Id at Q/A 42-47, 50-52, While time
domain sub-bands can be played over a speaker, frequency bins &\111101. See e.g., id at Q/A 27-
28, 54. The frequency components created by each of these processes are different and have
different properties. Id. at Q/A 59, 51, 52, 57, 59. Dr. Spencer also explained that the two
approaches are mutually exclusive, and therefore, if a splitting function outputs time domain sub-

band signals it cannot also generate frequency domain outputs. fd.
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Dr. Spencer analyzed Andrea’s source code and concluded that the DI product-

—splil asignal into time domain sub-band signals, consistent with the

algorithm that is described in the *637 patent and the Crochiere textbook. See e.g., id. at Q/A 63-

—. RX-0005C at Q/A 89-92. As Dr. Spencer explained-

92; see also Compl. Ex. 25 at 13 (Andrea admitlin—

Therefore, Dr. Spencer testified that the DI products do not generate frequency bins, which are
“frequency domain outputs extending between two limiting frequencies.” RX-0005C at Q/A 89-
94; see also id. at Q/A 87-88, 95-100,

Andrea takes issue with the 11)’s findings that the splitter output is not in the frequency

domain. Andrea et at 47-48. As the ID found, Benjamin Faber, an Andrea enginecr,-

62-70,72-79, 81, 85-139. Dr. Spencer explained that splitting signals into sub-bands is a
common operalibn in signal processing, which “generatefs] time.domain sub-band signals
instead of frequency bins.” Id. at Q/A 43, Similarly, Dr. Kyriakakis testified: “It is common in
signal processing to divide a broadband signal into a set of frequency-limited signals that remain

in the time domain. . . . But the signals are not in the frequency domain, because each signal can

' “The operation of the DA-250 product is exemplary of the other DI products. Hr. Tr. 318:17-
319:22 (M. Delaco agrecing [
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still be played over loudspeakers.” RX-0003C at Q/A 21. —
I (< }-0005C at Q/A 93; sce aiso id. at Q/A 92, %4. ||

_. Id. Moreover, Mr. Delaco admitted that he did not

consite Y

he offered his direct testimony, explaining that those processing sleps_
I
337:19-338:3; see also id. at 337:10-338:5. Thus, Mr. Delaco overlooked that_

-. RX-0011 (Cohen) at Q/A 99. Later, Mr. Delaco reluctantly agreed that his opinion

was that the FFT alone creates the frequency bins. Hr. Tr. 333:8-335:4.

Andrea also admitted prior to the hearing that —
- create time domain sub-band signals: (i) through the testimony of its corporate
representative Ben Faber; (ii) in response to Respondents’ Slatemen( of Material Facts
submitted with Respondents® Motion for Summary Determination; and (iii) in its Complaint
when it contended _ that output time domain
sub-bands. See Andrea’s Opposition to Respondents’ Motion for Summary Determination of No
Domestic Industry (June 22. 2017), Response to Respondents’” Undisputed Material Fact No. 12-
e
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). o cxample, Mr. Fober [

JX-0023C (Faber Dep.) 141:3-6 (emphases added). Mr. Faber explained ||| G

R —

JX-0023C 129:4-6 (emphases added); see also id. at 180:16-22, 140:17-141:2, 147:13-18, 184:9-
17, 258:13-16.

Because Andrea’s domestic industry products ||| | | | N
. 5

products do not generate or operate on “frequency bins,” which must be “frequency domain
oulpuls extending between two limiting frequencies.” 'The evidence establishes that both the
T
products do not practice any of the asserted claims of the *345 pz.i.lem. Accordingly, the
Commission affirms the ID’s findings on these limitations with additional reasoning, However,
the Commission does not take a position on whether the limitations of “a threshold detector for
setting a threshold for each frequency bin . .. and for detecting for each frequency bin
whether the magnitude of the frequency bin is less than the corresponding threshold™ (claim
1)/“setting a threshold for each frequency bin using a noise estimation process™ and
“detecting for each frequency bin whether the magnitude of the frequency bin is less than

the corresponding threshold” (claim 38) are met by the DI products.
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2. Economic Prong

The ID’s findings on domestic industry were limited to finding no domestic industry
because the technical prong was not met. The Commission determined to review the ID’s
findings on the economic prong of the domestic industry requirement. The Commission takes no
position on the economic prong of domestic industry.

D. Invalidity

The Commission determined to review the ID’s invalidity findings. The Commission
takes no position on invalidity.

E. Inequitable Conduct

The Commission determined to review the ID’s findings on inequitablé conduct. The
Commission takes no position on inequitable conduct.
VI. CONCLUSION

For the forgoing reasons, the Commission finds that no violation of section 337 has
occurred. The Commission reverses the ID’s finding on standing and finds that Andrea has
standing to assert the ’345 patent; affirms, with additional reasoning, the ID)’s finding that the
technical prong of the domestic industry requirement was 1161 met; and takes no position on the
remaining issues under review, including inﬁ'ingement, ixwalidity, inequitable conduct and the
economic prong of the domestic industry requirement,

By order of the Commission.

et JU—
[ PETR D
Lisa R. Barton
Secretary to the Commission

Issued: April 18, 2018
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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

In the Matter of

CERTAIN AUDIO PROCESSING Investigation No. 337-TA-1026
HARDWARE, SOFTWARE, AND
PRODUCTS CONTAINING THE SAME

NOTICE OF COMMISSION DETERMINATION TO REVIEW-IN-PART
THE FINAL INITIAL DETERMINATION; SCHEDULE FOR FILING
WRITTEN SUBMISSIONS ON THE ISSUES UNDER REVIEW

AGENCY: U.S. International Trade Commission.
ACTION: Notice,

SUMMARY: Notice is hereby given that the U.S. International Trade Commission has
determined to review-in-part the final initial determination (“ID”) issued by the presiding
administrative law judge (*ALJ”) on October 26, 2017, finding no violation of section 337 of the
Tariff Act of 1930, as amended. The Commission requests certain briefing from the parties on the
issues under review, as indicated in this notice.

" FOR FURTHER INFORMATION CONTACT: Amanda Fisherow, Esq., Office ofthe

General Counsel, U.S. International Trade Commission, 500 E Street, SW, Washington, DC
20436, telephone (202) 205-2737. Copies of non-confidential documents filed in connection

“with this investigation are or will be available for inspection during official business hours (8:45
a.m. to 5:15 p.m.) in the Office of the Secretary, U.S. International Trade Commission, 500 E

Street, SW, Washington, DC 20436, telephone (202) 205-2000. General information concerning
the Commission may also be obtained by accessing its Internet server at Artps.//wwie. usitc. gov.

"The public record for this investigation may be viewed on the Commission's electronic docket

(EDIS) at hitps://edis. usitc.gov. Hearing-impaired persons are advised that information on this
matter can be obtained by contacting the Commission’s TDD terminal on (202) 205-1810.

SUPPLEMENTARY INFORMATION: The Commission instituted this investigation on
October 25, 2016, based on a complaint filed by Andrea Electronics Corp. of Bohemia, New York
(“Andrea”). 81 FR 73418 (Oct. 25,2016). The complaint alleges violations of section 337 by

reason of infringement of certain claims of U.S. Patent No. 6,049,607 (“the *607 patent”), U.S.
Patent No. 6,363,345 (“the *345 patent™), and U.S. Patent No. 6,377,637 (“the 637 patent”). The
Commission’s notice of investigation named the following respondents: Apple Inc. of Cupertino,
California (“Apple”); and Samsung Electronics Co., Ltd. of Gyeonggi-do, Republic of Korea, and
Samsung Electronics America, Inc. of Ridgefield Park, New Jersey (collectively, “Samsung”).
The Office of Unfair Import Investigations (“OUII) is also a party in this investigation.




- 1ID. That same day, Apple filed a contingent petition for review of the final ID. On November

. reference to the applicable law and the evidentiary record.

.~ . Persons filing written submissions must file the original document electronicallyonor .~ |

Samsung was previously terminated from the investigation. All asserted claims of the *607 and
’637 patents were also previously terminated from the investigation.

On October 26, 2017, the ALJ issued her final ID finding no violation of section 337 by
Apple for the *345 patent. Specifically, the final ID found that Andrea does not have standing to
assert the "345 patent, the accused products do not infringe the *345 patent, and Andrea has not met
the domestic industry requirements.

On November 8, 2017, Andrea and OUII each filed timely petitions for review of the final

16, 2017, the parties each filed a timely response to the petitions for review. On November 27,
2017, the private parties filed their public interest comments pursuant to Commission Rule 210,50,
No public interest comments were received from the public.

Having examined the record of this investigation, including the ALJ’s final ID, the
petitions for review, and the responses thereto, the Commission has determined to review-in-patrt
the final ID. Specifically, the Commission has determined to review the ID’s findings on (1)
standing, (2) infringement, (3) invalidity, (4) inequitable conduct, and (5) domestic industry.

The parties are'invited to brief their responses to the following question only, with

1. Is adetermination on whether a licensee is subject to an exclusive license necessary
to reach the “all substantial rights” analysis? Are the factors set forth in Azure
Networks, LLC v. CSR PLC, 771 F.3d 1336 (Fed. Cir. 2014), judgment vacated on
other grounds, CSR PLC et.al. v. Azure Networks, 135 S. Ct. 1846, 2015 W1

~582818 (Apr.20,2015); relevant to the question-of standing raised-in this - -
investigation?

The parties are not to brief other issues on review, which are adequately presented in the parties’
existing filings. At this time, the Commission is not requesting written submissions on remedy,
public interest, or bonding.

WRITTEN SUBMISSIONS: Each party’s written submission responding to the above
questions and any response to the initial submissions should be no more than 20 pages. The
written submissions must be filed no later than close of business on Wednesday, January 24, 2018.
Reply submissions must be filed no later than the close of business on Wednesday, January 31,
2018, No further submissions on these issues will be permitted unless otherwise ordered by the
Commission.

before the deadlines stated above and submit 8 true paper copies to the Office of the Secretary by
noon the next day pursuant to Commission Rule 210.4(f), 19 C.F.R. 210.4(f). Submissions
should refer to the investigation number (“Inv, No, 1026”) in a prominent place on the cover page
and/or the first page. {(See Handbook for Electronic Filing Procedures,

2




hitps://www.usitc.gov/secretary/documents/handbook_on_filing procedures.pdf
). Persons with questions regarding filing should contact the Secretary, (202) 205-2000.

Any person desiring to submit a document to the Commission in confidence must request
confidential treatment. All such requests should be directed to the Secretary to the Commission
and must include a full statement of the reasons why the Commission should grant such
treatment. See 19 C.F.R. § 201.6. Documents for which confidential treatment by the
Commission is properly sought will be treated accordingly. All information, including confidential
business information and documents for which confidential treatment is properly sought,
submitted to the Commission for purposes of this Investigation may be disclosed to and used: (i)
by the Commission, ifs employees and Offices, and contract personnel (a) for developing or
maintaining the records of this or a related proceeding, or (b) in internal investigations, audits,
reviews, and evaluations relating to the programs, personnel, and operations of the Commission
including under 5 U.S.C. Appendix 3; or (ii) by U.S. government employees and contract
personnel, solely for cybersecurity purposes.  All contract personnel will sign appropriate
nondisclosure agreements. All non-confidential written submissions will be available for public
inspection at the Office of the Secretary and on EDIS.

The authority for the Commission’s determination is contained in section 337 of the Tariff
Act of 1930, as amended, 19 U.8.C. 1337, and in Part 210 of the Commission’s Rules of Practice
and Procedure, 19 CFR Part 210.

By order of the Commission.

s>

...... Lisa R. Barton .. :
Secretary to the Comm13510n
Issued: January 11, 2018
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INITIAL DETERMINATION ON VIOLATION OF SECTION 337
Administrative Law Judge Dee Lord
(October 26, 2017)
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Ketan V. Patel, Esq., of Sidley Austin LLP in New York, NY; Michael R. Franzinger, Esq.,
Thomas A Broughan, III, Esq., and Lauren C. Cranford, Esq., of Sidley Austin LLP in
Washington, DC; Steven S. Baik, Esq. and Nathan A. Greenblatt, Esq., of Sidley Austin LLP in
Palo Alto, CA

For the Commission Investigative Staff: .
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Pursuant to the Notice of Investigation (Oct. 19, 2016) and Commission Rule 210.42, this
is the administrative law judge’s final initial determination on ViOiﬂtiOl’l and recommended
determinatién on remedy and bonding in the matter of Certain Audio Processing Hardware,
| Software, and Products Containing the Same, Inv. No. 337-TA-1026. 19 C.F.R. § 210.42(a)(1).

For the reasons discussed herein, it is my final initial determination that there is no
violation of section 337 of the Te;riff Act of 1930, as amended, 19 U.S.C. § 1337, in the
importation into the United States, the sale for importation, and/or the sale within the United
States after importation of certain audio processing hardware, software, and products containing

the same by reason of infringement of U.S. Patent No. 6,363,345 (“the *345 patent™).
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The following abbreviations may be used in this Initial Determination:

Tr. Transcript
WS Witness Statement
DWS Direct Witness Statement
RWS Rebuttal Witness Statement
JX Joint Exhibit
CX Complainant’s exhibit
CPX .| Complainant’s physical exhibit

| CDX Complainant’s demonstrative exhibit
RX Respondent’s exhibit
RPX Respondent’s physical exhibit
RDX Respondent’s demonstrative exhibit
CPHB Complainant’s pre-hearing brief
CIB Complainant’s initial post-hearing brief
CRB Complainant’s reply post-hearing brief
RPHB Respondent’s pre-hearing brief
RIB - Respondent’s corrected initial post-hearing brief '
RRB Respondent’s reply post-hearing brief
SPHB Staff pre-hearing brief
SIB Staff initial post-hearing brief
SRB Staff reply post-hearing brief

! Apple filed an initial post-hearing brief on September 8, 2017. As originally filed, Apple’s
initial post-hearing brief included “four references to non-admitted evidence.” Letter from M.
Franzinger to Secretary Barton (Sept. 14, 2017). On September 14, 2017, Apple filed a corrected
version of its post-hearing brief in which the references to non-admitted materials were removed.
Id. References herein to Apple’s initial post-hearing brief are to the corrected version.
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I BACKGROUND

A. Procedural History

The Commission instituted this investigation in response to a complaint alleging
violations of section 337 of the Tariff Act of 1930, as amended, by reason of infringement of
U.S. Patent Nos. 6,049,607 (“the *607 patent™); 6,363,345 (“the *345 patent”); and 6,377,637
(“the >637 patent”). Notice of Investigation (Oct. 19, 2016). The Commission ordered that an
investigatipn be instituted to determine

whether there is a violation of subsection (a)(1)(B) of section 337 in the
importation into the United States, the sale for importation, or the sale within the
United States after importation of certain audio processing hardware, software,
and products containing the same by reason of infringement of one or more of
claims 1-12 and 25-37 of the 607 patent; claims 1-25, 38-40, and 42-47 of the

°345 patent; claims 1-14 of the 637 patent, and whether an industry in the United
States exists as required by subsection (a)(2) of section 337. . . .

Id. at 2. The Commission further ordered, pursuant to Commission Rule 210.50(b)(1), that
the presiding administrative law judge shall take evidence or other information
and hear arguments from the parties or other interested persons with respect to the
public interest in this investigation, as appropriate, and provide the Commission

with findings of fact and a recommended determination on this issue, which shall
be limited to the statutory public interest factors set forth in 19 U.S.C. §§

1337(d)D, (HAD, (@D). . ..

" Id. The Notice of Investigation was published in the Federal Register, instituting the
investigation on Tuesday, October 25, 2016. 81 Fed. Reg. 73418-19 (2016); see 19 C.F.R. §
210.10(b).

The complainant is Andrea Electronics Corporation (“Andrea”). The Noticé of
Investigation named Apple Inc. (“Apple”) and Samsung Electronics Co., Ltd. and Samsung
Electronics America, Inc. (collectively, “Samsung”) as respondents. Pursuant to Order No. 68
(Aug. 22, 2017), Samsung was terminated from the investigatiori on the'basivs of a settlement

agreement. See Comm’n Notice (Sept. 13, 2017). Pursuant to Order No. 31 (May 10, 2017), the
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i;ivestigation was terminated as to the *637 patent based on Andrea’s withdrawal of its
allegations. See Comm’n Notice (May 25, 2017). Pursuant to Order No. 37, the ’607 patent was
terminated in its entirety based on Andrea’s withdrawal of its allegations. See Comm’n Notice
(June 30, 2017).2 On July 28, 2017, 1 gfanted in part Apple’s motion for summary determination
of no infringement, finding that Andrea was precluded under the Festo doctrine from asserting
infringement under the doctrine of equivalents. Order No. 47, unreviewed, Comm’n Notice
(Aug. 29, 2017). A Markman hearing was held on April 11, 2017, and a Markman Order (Order
No. 34) issued on June 1, 2017 coﬁstruing certain claim terms. A four-day evidentiary hearing
was held on August 21, 2017 through August 24, 2017.

B. The Private Parties

1. Complainant

Andrea is the complainant in this investigation. Andrea is a publicly held company with
its corporate headquarters located in Bohemia, New York. Complaint (Sept. 19, 2016), § 7.

2. Respondent

Apple is the remaining respondent in this investigation. Apple is organized and exists
under the laws of California and its principal place of business is located in Cupertino,
California. Apple’s Answer to the Complaint (Nov. 21, 2016), § 25.

C. Witness Testimony

I received testimonial evidence in this investigation in the form of witness statements,

live testimony, and deposition designations.

2 Pursuant to Order No. 35 (June 1, 2017), claims 2-4 and 8-11 of the *607 patent were
terminated from the investigation as being invalid as indefinite. Because Order No. 37,
terminated the *607 patent from the investigation in its entirety, the Commission found that
Order No. 35 had been rendered moot.
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1. Fact Witnesses

Af the hearing, Andrea presented the testimony of Douglas J. Andrea, the president, chief
executive officer, and corporate secretary of Andrea. CX-0001C (Andrea DWS) at Q/A 3; Tr. at
78:4-131:20. Andrea.also called Corisa Guiffre, the vice president, chief financial officer, and
assistant corporate secretary of Andrea. CX-0002C (Guiffre DWS) at Q/A 3; Tr. at 132:1-206:6.
Andrea also called Leonard Shoell, Stephan Auguste, and Benjamin Mahonri Faber. Mr. Shoell
is a senior software engineer at Andrea. CX-0004C (Shoell DWS) at Q/A 3; Tr. at 236:4-258:2.
Mr. Auguste is én electrical engineer and supervisor at Andrea. CX-0005C (Auguste DWS) at
Q/A 3; Tr. at 258:3-281:10. Mr. Faber is an independent contractor who works for Andrea. CX-
0006C (Faber DWS) at Q/A 6, 8; Tr. at 281:24-300:15. Andrea also called David Gough, a third
party witness. Tr. at 664:23-683:3. Mr. Gough had been previously employed as a senior audio
engineer at HP. Tr. at 666:9-13.

Apple called Vasu Iyengar and Michael Jaynes. Mr. Iyengar is an engineering manager
at Apple and manages the team of engineers responsible for telephony signal processing in Apple
products. RX-0009C (Iyengar DWS) at Q/A 3; Tr. at 428:14-446:3. Mr. Jaynes is a financial
manager at Apple. RX-0010C (Jaynes DWS) at Q/A 4; Tr. at 592:3-600:25. Apple also called
John Probst and Joseph Marash as adverse Witnessés. Tr. at 206:17;220:28 (Probst); Tr. at
463:4-522:22. Mr. Probst is the director of product development at Andrea. Tr. at 207:19-21.
Mr. Marash is first named co-inventor on the 345 patent. JX-0001.

2. Expert Witnesses

The private parties also rely on several outside experts to render opinions on
infringement, invalidity, domestic industry, and remedy. Andrew DelJaco is a technical expert

for Andrea, and his testimony was admitted as that of an expert in digital signal processing, with
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a barticular emphasis in noise suppression. CX-OOO7C (DeJaco DWS); Tr. at 302:6-399:5; See
id. at 303:11-23 (expert qualification). Dr. Michael P. Akemann, Ph.D., is an econ_omic expert
for Andrea, and his testimony was admitted as that of an expert in economics, competition, and

intellectual property issues. CX-0008C (Akemann DWS); Tr. at 399:11-427:19; see id. 401:18-
402:3 (expert qualification). Dr. Scott Douglas, Ph.D., is a technical expert for Andrea, and his
testimony was admitted as that of an expért in adaptive signal processing, acoustics, and speech
processing. CX-1888C (Douglas RWS); Tr. at 824:8-839:9; see id. at 825:11-25 (expert
qualification).

Dr. Jordan Cohen, Ph.D., is a technical expert for Apple, and his testimony was admitted
as that of an expert in signal processing, with particular expertise in audio and noise processing.
RX-0011C (Cohen RWS); Tr. 523:6-588:17; id. at 526:10-21 (expert qualification). Dr. Michael
Spencer, Ph.D., is a technical expert for Apple, and his testimony was admitfed as that of an
expert in signal processing, with particular expertise in audio and noise processing. RX-0005C
(Spencer RWS); Tr. at 702:3-777:11; id. at 703:8-25 (expert qualification). Dr. Christos
Kyriakakis, Ph.D., is a technical expert for Apple, and his testiniony was admitted as that of an
expert in signal processing, with parﬁcular expertise in audio signal processing and noise
| processing. RX-0003C (Kyriakakis DWS); ;fr. at 777:25f823:2; id. at 779:19-780:6 (expert
qualification). Dr. Thomas D. Vander Veen, Ph.D., is an economics expert for Apple, and his
testimony was admittec! as that of an expert in the field of economic analysis and intellectual
property matters. RX-0006C (Vander Veen DWS); RX-0008C (Vander Veén RWS); Tr. at

601:3-664:18; id. at 603:1-11 (expert qualification).
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3. Deposition Designations

The private paﬂieé submitted additional testimony through deposition designatior_ls
pursuant to Commission Rule 210.28(g). These include designations from deposition transcripts
of Apple witnesses Arvindh Krishnaswamy (JX-0010C), Lalin Thevarapperuma (JX-0012C),
Vasu Iyehgar (JX-0014C), Sharon Liu (JX-0015C), Michael Jaynes (JX-0016C), Sharon O’Mara
(JX-0018C) and Andrea witnesses Douglas Andrea (JX-0019C), Corisa Guiffre (JX-0020C),

J ofm Probst (JX-0021C), Leonard Shoell (JX-0022C), and Benjamin Faber (JX-0023C). In
addition, during thé hearing, Apple played videotape excerpts from the deposition of third party
witness Thomas J. Kowalski, Esq., Qf the firm Vedder Price P.C., who prosecuted the *345
patent. Tr. at 683:23-694:6. -

II. JURISDICTION

In order to have the power to decide a case, a court or agency must have both subject
matter jurisdiction and jurisdiction over either the parties or the property involved. 19 U.S.C.
§ 1337; Certain Steel Rod Treating Apparatus and Components Thereof, Inv. No. 337-TA-97, |
Commission Memorandum Op., 215 U.S.VP.Q. 229,231 (1981).

A. Subject Matter Jurisdiction

Section 337 confers subject matter jurisdiction on the International Trade Commission to
investigate, and if appropriate, to provide a remedy for, unfair acts and unfair methods of
competition in the importation, the sale for importation, or the sale after importation of articles
into the United States. See 19 U.S.C. §§ 133‘7(a)(1)(B) and (a)(2). Apple does not contest
subject matter jurisdiction, and Apple has stipulated to importing the following accused devices
between January 1, 2016 and May 15, 2017:

e iPhone: iPhone 7 (A1660, A1778, A1779), iPhone 7 Plus (A1661, A1784, A1785),
iPhone 6s (A1633, A1688, A1700), iPhone 6s Plus (A1634, A1687, A1699), iPhone SE
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(A1723, A1662, A1724), iPhone 6 (A1549, A1586, A1589), and iPhone 6 Plus (A1522,
A1524, A1593);

e iPad: iPad Pro (12.9”) (A1584, A1652), iPad Pro (9.7”) (A1673, A1674, A1675), iPad
Air 2 (A1566, A1567), iPad Air (A1474, A1475), iPad mini 4 (A1538, A1550), and iPad
mini 2 (A1489, A1490);

e iMac: iMac 27” (A1419) and iMac 21.5” (A1418);

¢ MacBook: MacBook Air (A1465, A1466), MacBook (A1534), MacBook Pro 15”
(A1707), MacBook Pro 13” (A1706), MacBook Pro 13 (A1708), MacBook Pro
15”(A1398), and MacBook Pro 13” (A1502);

e Apple Watch: Watch (A1604), Watch Series 1 (A1802, A1803), Watch Series 2 (A1757,
A1758, A1816, A1817); and

‘o Apple Headphones: AirPods (B1888).

JX-0024C (Amended Joint Stipulation Regarding Importation and Inventory Between Andrea
and Apple (Aug. 18, 2017)); see also RIB at 15 (“Apple does not contest the importation and in
rem aspects of the Commission’s jurisdiction in this investigation.”).

v Thué, I find that the Commission has subject matter jurisdiction over the articles accused
in this investigation under secfion 337 of the Tariff Act of 1930. See Amgen Inc. v. Int’l Trade
Comm’n, 565 F.3d 846, 854 (Fed. Cir. 2009) (“In this case, the Commission had jufisdiction asa
result of Amgen’s allegation that Roche imported an alticlé ... covered by the claims of a valid
and enforceable United States patent.”).

B. Personal Jurisdiction

Applé responded to the Complaint and Notice of Investigation, participated in the
investigation, appeared at hearings, and submitted pre- and post-hearing briefs. Thus, I find that
Apple has submitted to the personal jurisdiction of the Commission. See Certain Miniature
Haucksaws, Inv. No. 337-TA-237, USITC Pub. No. 1948, Initial Determination at 4, 1986 WL
379287, *1 (Oct. 15, 1986), unreviewed in relevant part, Comm’n Action and Order, 1987 WL |

450871 (Jan. 15, 1987).
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C. In Rem Jurisdiction

- The Commission has in rem jurisdiction over the accused products by virtue of Apple’s
concession that they have been imported into the United States. See Sealed Air Corp. v. U.S.
Int’l Trade Comm ’'n, 645 F.2d 976, 985-86 (C.C.P.A. 1981) (holding that the ITC’s jurisdiction
over imported articles is sufficient to exclude such articles).

III. STANDING

Apple argues that Andrea iacks standing to bring this suit without joining AND34
Funding LLC (“AND34”), a collateral agent for investors that gave money to Andrea in a
common plan to monetize Andrea’s patent portfolio, including the *345 patent. See RX-1158C,
at 0001 9 1; RX-0181C, Schedule I(a). For the reasons discussed below, I agree that Andrea
lacks standing to assert the ’345 patent as the sole complainant in this investigation, and I find
that there is no violation of section 337 on that .ground.

A. Legal Standards

Commission Rule 210.12 requires that intellectual property based complaints “include
a showing that at least one complainant is the owner or exclusive licensee of the subject
intellectual property.” 19 C.F.R. § 210.12(a)(7). In determining whether this requirement is
met, the Commission has applied the standing law established by courts in patent
infringement cases. See Certain Catalyst Components and Catalysts for the Polymerization
of Olefins, Inv. No. 337-TA-307, Comm’n Op., 1990 WL 710614, at *15 (June 7, 1990) (“[W]e

)

see little basis for inferring a different standing requirement under section 337 than the courts
have established in patent infringement cases.”). A complainant bears the bﬁrden to prove

standing. Certain Semiconductor Chips with Minimized Chip Package Size and Products

Containing Same, Inv. No. 337-TA-605, Initial Determination, 2008 WL 5626937, at *10, *14
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(December 1,2008) (citing Ortho Pharm. Corp. v. Genétics Institute, Inc., 52 F.3d 1026, 1033
(Fed. Cir. 1995)), reviewed on other grounds, Comm’n Op., 2009 WL 1520119 (May 20, 2009).
The standing issue involves determining the owner of all substantial rights in the patent. .
See Certain Optical Disc Drives, Components Thereof, And Products Containing the Same
(“Optical Disc Drives”), Inv. No. 337-TA-897, Comm’n Op. at 4-10 (Jan. 7, 2015).3 In this
case, there is no dispute that Andrea holds title to the patent. Merely holding title is not dispositive,
however. The courts and the Commission look beyond title to determine whether the
plaintiff/complainant possess all substantial rights. See, e.g., Diamond Coating Techs., LLC'v.
Hyundai Motor America, 823 F.3d 615, 618 (Fed. Cir. 2016) (stating that the question is
whether the plaintiff/transferee received “all substantial rights in the patents-in-suit or, instead,
_ whether [the transferor] retained substantial rights™). A plaintiff or complainant who lacks all
substantial rights cannot sue without joining the party or parties who share the rights in the
patent, and when those parties cannot be joined, the case will be dismissed. See Alps South,
LLC v. Ohio Willow Wood Co., 787 F.3d 1379, 1383 (Fed. Cir. 2015) (holding that plaintiff
lacked standing where license agreement limited the “right to ‘develop, make, have made, use,
sell, offer to sell, distribute, lease, and impoft’ products covered” by. the patent); Pi—Nei Int’l,
Inc. v. Focus Bus. Bank, Case No. 5:12-¢v-04958-PSG, 2015 WL 1538259 at "f4 (N.D. Cal.

Apr. 6, 2015) (“Pi-Net therefore lacks legal capacity to maintain these actions because it does

3 There were two initial determinations in the 897 investigation that ultimately resulted in the
entire investigation being terminated for lack of standing. Optical Disc Drives, Comm’n Op. at 5
(June 15, 2015). Onreview of the first ID, the ALJ’s decision on standing was affirmed with
respect to some patents and remanded with respect to others. Optical Disc Drives, Comm’n Op.
at 3 (Jan. 7, 2015). On review of the ALJ’s decision on remand, the Commission approved the
ALJ’s analysis concerning lack of standing with respect to the remaining patents and terminated
the investigation. Optical Disc Drives, Comm’n Op. at 5 (June 15, 2015). In the remainder of
this discussion of standing, “Comm’n Op.” refers to the January 7, 2015 decision.
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not hold “all substantial rights’ to the asserted patents . . . .”) (citing Morrow'v. Microsoft
Corp., 499 F.3d 1332, 1340-41 (Fed. Cir. 2007)); Optical Disc Drives, Comm’n Op. at 11
(“[I]n section 337 investigations based on patent infringement all parties necesséry to establish
the standing requirement must be joined.”) (citing Alfred E. Mann F ounddtion for Scientific
Research v. Cochlear Corp., 604 F.3d 1354, 1360 (Fed. Cir. 2010)). What matters, moreover,
is not the label that is attached to one party or the other, but the substance of the rights in the
patent held by each party. Optical Disc Drives, Comm’n Op. at 9 (citing Morrow v. Microsoft
Corp, 499 F.3d 1332, 1340 n.7 (Fed. Cir. 2007). See Diamond Coating, 823 F.3d at 618 (“We
have ﬁot allowed labels to control. . . .”).* |

In Azure Networks v. CSR PLC, the Federal Circuit enumerated a non-exhaustive list of
factors to be considered to decide whether a plaintiff has standing to sue under the Patent Act.

1) the nature and scope of the right to bring suit;

2) the exclusive right to make, use, and sell products or services
under the patent;

3) the scope of the licensee's right to sublicense;

4) the reversionary rights to the licensor following termination or
expiration of the license;

A

5) the right of the licensor to receive a portion of the proceeds
from litigating or licensing the patent;

6) the duration of the license rights;

7) the ability of the licensor to supervise and control the licensee's
activities; '

* As the Federal Circuit explained, a patent “is, in effect, a bundle of rights which may be
divided and assigned, or retained in whole or part.” Vaupel Textilmaschinen KG v. Meccanica
Euro Italia SPA, 944 F.2d 870, 875 (Fed. Cir. 1991).
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8) the obligation of the licensor to continue paying maintenance
fees; and

9) any limits on the licensee's right to assign its interests in the
patent.

771 F.3d 1336, 1343 (Fed. Cir. 2014) (citing Mann, 604 F.3d at 1360-61), judgment vacated on
other grounds, CSR PLC et.al. v. Azure Networks, 135 S. Ct. 1846, 2015 WL 582818 (Apr. 20,
2015). The Federal Circuit continues to cite Azure in analyzing patent standing, see Diamond
Coating T echnblogies, LLC v. Hyundai Motor America, 823 F.3d 615, 620 (Fed. Cir. 2016),
and the Azure factors were adopted by the Commission in the §97 investigaﬁon. See Optical
Disc Drives, Comm’n Op. at 10.

The case law shows that standing issues have arisen in a variety of factual contexts.’
The doctrine that a plaintiff or complainant must péssess all substantial rights to sue on its own
applies not only where there is a license agreement or other formal transfer of rights, but in
other circumstances where patent rights have beeh divid_ed or diminished by contractual
obligations. Thus, in Enhanced Security Research,. LLC v. Juniper Networks, Inc., the district
court held that a plaintiff who entered into a “purchase Agreement” with a litigation
finance/investment firm gave away too many rights to sustain standing on its own. Case No.
09-871-JJF, 2010 WL 2898298, at *1-5 (D. Del. }July 20, 2010), aff’d per curiam, 433 Fed.

Appx. 902 (Fed. Cir. June 14, 20 1.1). The investment firm’s authority “to make decisions

> As the Circuit stated in Mann, regardless of the direction of the transaction, the pertinent
question is whether the plaintiff/complainant has sufficient rights to enforce the pateént. Mann,
604 F.3d at 1359 (“Typically, we are confronted with cases in which an exclusive licensee sues
an accused infringer, and we must decide whether the licensee has been granted rights sufficient
to confer standing. This case presents a converse scenario in which the patent owner seeks to
bring suit, requiring us to determine whether the patent owner transferred away sufficient rights
to divest it of any right to sue.”).

10
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concerning licensing and assignments, whether to initiate enforcement proceedings and/or
“settlement discussions, how to conduct litigation, and the approval of any.settlements”
deprived the plaintiff of standing to sue. Id.

Similarly, in Optical Disc Drives, the Commission terminated an investigation for lack
of standing because the complainant/assignee did not possess all substantial patent rights. The
Commission explained that “in evaluating the substance of the [plaintiff/complainant’s] right, a
court may find that an exclusive licensee was not afforded sufficient rights to confer standing;
that an assignee transferred away too many rights, thus divesting it of its right to sue; or that an
assignee never received sufficient rights to sue alone.” Optical Disc Drives, Comm’n Op. at 9.

- The Commission cited Certain Defices with Secure Commc’n Capabilities, Components
Thereof, and Products Containing Same, Inv. No. 337-TA-818, Order No. 15,2012 WL
7857467, at *1-2 (Jul. 18, 2012), wheré the “ALJ found that, although complainant obtained
rights to a patent pursuant to an agreement, it lacks standing to sue in its own name because it
lacked all substantial rights.” Id. at 9. The Commission noted that the ALJ found that the
licensor “ ‘retain[ed] the right to review and object to any proposed license, assignment, or
settlement involiling’ the patent, and retained ‘an equity interest in any proceeds from
licensing’ the patent and proceedings from related litigation.” Id. at 9-10. The Commission
terminated the 818 investigation based on lack of patent standing. Id. at 10.

The factors pertinent to the Commission’s decision in Optical Dz’sc_ Drives were the
nature and scope of the complainant?s rights to bring suit, the scope of the complainant’s right
to sublicense, the non-party’s right to receive a portion of the recovery infringement suits, the
non-party’s ability to supervise and control the complainant’s activities, and the nature of any

limits on the complainant’s right to assign its interest in the patent. Id. at 17-18. The question

11
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that must be decided in this case, therefore, is whether Andrea has retained all substantial rights
in the asserted patents or whether, like the complainant in the 897 investigation, Andrea has
transferred substantial patent rights to AND34. For the reasons discussed below, I conclude
that Andrea lacks all substantial rights due to the restrictions set forth in its agreements with
AND34.

B. Applying Standing Analysis to Andrea

In 2014, Andrea entered into a revenue sharing and note purchase agreement (the
“revenue sharing agreement”) under which Andrea received substantial funds from financial
institutions using AND34 as the collateral agent. The currehtly operétive revenue-sharing
agreement is RX-0181C.° The revenue-sharing agreement on its face and in all of its particulars
meets Azure factor number 5, concerning the right “to receive a portion of the proceeds from
litigating or licensing the patent.” AND34 unquestionably has the right to receive a portion of
the litigation and licensing proceeds related to the patent. See RX-0181C at 0016-17, 9 2.1.2.

Further, under the revenue-sharing agreement, Andrea is required to monetize the 345
patent by seeking to enforce it against leading mobile device companies, — See
RX-0309C; Tr. 113:14-114:8.7 This requirement significantly diminishes Andrea’s exclusive
right as patentee to sue infringers and license the patent. Andrea may enforce the patent against

others not named in RX-0309C, but it must sue (or threaten to sue) the entities listed there. See

6 A rider to the revenue sharing agreement dated August 10, 2016 increases the funding of
Andrea’s patent monetization efforts but does not materially change the pertinent terms of the
parties’ agreement. See RX-0146C.

’ The listed companies are

. RX-0309C.

12
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RX-0181C at 0026, § 6.2. Similarly, Andrea must license to those entities, if they agree to take a
license as a result of Andrea’s enforcement efforts. %ile this provision does not prevent
Andrea from enforcing the patent against other parties, it deprives Andrea of the unfettered right
T[O choose whom to sue and license to by requiring that the patent be enforced against the listed
companies. See Azure factor number 1 (nature and scope of the right to bring suit); Diamond
Coating, 823 F.3d at 621 (finding lack of sténding where non-party “retained significant control
over [plaintiff’s] enforcement and litigation activities”).

In addition, if Andrea wished to engage in a collaboration with one of the 22 companies
listed on RX-0309C to develop a product using the patent, it could not do so. With réspect to the
[l icading mobile device companies listed, Andrea is contractually obligated to monetize the
patents, not to develop them. See RX-0181C at 26, § 6.2 (“The Company shall. use commercially
reasonable efforts to pursue the monetization of the Patents, and shall use best efforts to
diligently pursue the monetization of the Patents through pursuit of Monetization Revenues from
the Potential Business Partners . . . .”). Andrea’s potential “business partners” are the companies

listed in RX-0309C. Monetization activities are limited to “any activities necessary or desirable

to generate revenue . .. by means | EEGEGEING_—————
I+ RX-0181C at 0054 (definition of

“Monetization Activities”). Indeed, Andrea is barred expressly under the revenue-sharing
agreement from practicing the *345 patent to manufacture or sell certain products to the targets
of the monetization program without AND34’s consent. Id. at 0032, 96.13; Tr. 114:16-115:4,

115:20-116:6 (“I would have to get consent for anything new.”).?

8 Paragraph 6.13 of the agreement states: “Agreements with Potential Business Partners. The
Company shall not enter into any agreement to manufacture and sell any new physical hardware

13
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Andrea is severely restricted in its ability.to dispose of or convey rights in the 345
patent. Paragraph 6.9.1 of the revenue sharing agreement states: “Dispositioné. The Company
shall not make any Disposition of any Patents other than (i) entering into settlement agreements
or non-exclusive licensing arrangements with respect to the patents in connection with the
performance of its obligations under Section 6.2....” RX-0181C at 0029, 1 6.9.1. Andrea’s
right to sublicense the patents is subject to many conditions dictated by AND34. See id. at 0030,
16 91 (prohibiting sublicenses to any Potential Business Partner); see also Azure factor number
3 (scope of the right to sublicense). Thus, Andrea has ceded to AND34 not only significant
control over the assertion of the patent, but also‘ over the use of the patented technology. See
Azure factor number 2 (exclusive right to make, use, and sell products or services under the
patent). |

Andrea and AND34’s protestations fthat AND234 does not control Andrea’s use of the
>345 patent are unavailing in light of paragraph 6.2 and other pertinent provisions of the revenue-
sharing agreement. Whether or not AND34 actually controls Andrea’s use of the patent, it has
the right to do so under the legally binding revenue-sharing agreement.9

In addition, Andrea and AND34 share control over litigation strategy. Exhibit RX-0319C

is a “Common Interest and Nondisclosure Agreement” (the “common interest agreement”)

products covered by the Patents to a Potential Business Partner or to sell any made-to-
specification software covered by the Patents to a Potential Business Partner, in each case
without the prior written consent of the Majority Purchasers (as determined in their sole and
absolute discretion).” The purpose of this provision is to protect AND34’s patent revenue
stream. Tr.at 116:7-14.

? Failure to abide by paragraph 6.2 may result in a default. Upon the occurrence of a default,

Andrea may be required to relinquish the patents to AND34. See RX-0181C at 0026, § 6.2, at
0035, 9 7.3; RX-2328C (patent assignment executed by Andrea).

14
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between the “Parties,” which are Andrea and AND34 (RX-0319C at 0001, preamble).‘ This
document refutes conclusively Andrea’s assertion that AND34 does not control Andrea’s patent
assertion activities. The common interest agreement recites that “one or more of the Parties, or
others on its behalf, may assert certain intellectual property rights owned or licensed by one or
more of the Parties” and that “each of the Parties has a common interest” in the agreement
between Andrea and AND34 and “in determining courses of action, in preparing litigation’
strategies and in the assertion” of the intellectual property rights. RX-0319C at 1. The common
interes‘g agreement states further that “the Parties desire to participate in a common strategy with
respect to their.assertion of the Intellectual Property Rights against other entities.” Id. No more
than this agreement is required to confirm that AND34 controls “the nature and scope” of
Andrea’s right to bring suit, Azure factor number 1, and has the ability to supervise and control
Andrea’s activities with respect to the *345 patent, Azure factor number 7. See RX-0319C at
0003, § 8 (“Common interest information obtained pursuant to this Agreement shall be used
solely in connection with the Parties’ joint pursuit of the Common Interest . . .”).

This agreement confirms further that the relationship between Andrea and AND34 is not
merely that of creditor/lender, but rather is in the nature of a joint venture to monetize the 345
patent,' in which both parties participate and in which Andrea is substantially powerless to act
without the acquiescence of AND34. The common interest agreement also gives the lie to »the
self-serving statement in paragraph 6.' 5 of the revenue sharing agreement that “under no
circumstances shall [AND34] have any right to direct or control [Ahdrea’s] monetization

efforts.” RX-0181C at 0028, §6.5."

19 1n addition to the provisions discussed above, Apple points to several paragraphs of the
revenue-sharing agreement that restrict Andrea’s ability sell or assign the patents. See RIB 21-

15
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Under the Federal Circuit’s most recent formulation of the standing criteria, the key
factors are the exclusive right to make, use, and sell, to license, and to sue accused infringers.
Diamond Coating, 823 F.3d at 619. As discussed above, Andrea has ceded substantial rights in
each of these vital areas to AND34, to such an extent that it cannot be considered the sole owner
of the patent for standing purposes.

C. Andrea’s arguments are unavailing.

Andrea asserts that it has standing because AND34 does not have all substantial rights
' in the patent. See CRB at 5 (“The question is whether AND34 has obtained all substantial
rights, which it has not.”). Andrea’s arguments focus4on the wrong party. The issue is whether
Andrea, the complainant, has standing, not whether AND34 has standing. That one party lacks
standing does not mean that another party necessarily has standing. Where rights are divided,
it is quite possible that neither party possesses all substantial rights. See Aspex Eyewear, Inc. v.
Miracle Optics, Inc., 434 F.3d 1336, 1344 (Fed. Cir. 2006) (“Even though the lawsuit was
properly Brought in the name of the owner of the patent, we must still determine whether the
action as brought by appellants included all necessary parties.”). In such a case, as discussed
above, neither of the partiés can sue without joining the other.

Andrea cites Mann fér the proposition that the question is either/or—either the licensor or
the licensee has standing. CRB ét 4.. But the particular quotation from Mann that Andrea relies
on relates to the concept of constitutional standing, see Luminara Worldwide, LLC'v. Liown

Electronics Co. Ltd., Case No. 14-cv-3103 (SRN/FLN), 2015 WL 11018002 at *10 (D. Minn.

22. Such provisions on their own could be indicative of nothing more than a lender’s desire to
secure its collateral, and I do not rely upon them in reaching the decision that Andrea lacks
standing.

16
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Apr. 20, 2015) (discussing the requirement for demonstrating the transfer of legal title to a patent
as “constitutional standing”), while the question in the case before me is whether Andrea, which
is without dispute the patent’s legal owner, satisfies the statutory criteria for standing by
possessing all substantial rights in the patent. See Optical Disc Drives, Comm’n Op. at 10
(!isting the Azure factors as determinative).''

Andrea asserts that AND34 does not possess the right to direct Andrea’s litigation
activities and that the relationship between the parties is merely that of a borrower and lender.
CRB at 3-4. As described above, however, the contractual provisions of the revenue-sharing
agreement and the common interest agreement extend far beyond the terms and conditions that
are sufficient to secure collateral.

Andrea and Staff rely on fhe decision in the 949 investigation. Their reliance is
misplaced for several reasons.

First, the 949 decision dwells on the question whether AND34 has “an exclusive or
nonexclusive liqense to the asserted patents.” Certain Audio Processing Hardwdre and Software
and Products Containing the Same, Inv. No. 337-TA-949, Initial Determination at 7 (June 11,

2015) (unreviewed). This is part of the standing inquiry, but it is not the question that

! The statutory standing criteria formerly were regarded as prudential considerations. See
Luminara, 2015 WL 11018002 at *10. As noted by the Commission in Optical Disc Drives,
Comm’n Op. at 4, the Federal Circuit in Vaillancourt v. Becton Dickinson & Co., 749 F.3d 1368,
1368-69 (Fed. Cir. 2014), recognized that the Supreme Court in Lexmark Int’l, Inc. v. Static
Control Components, Inc., 134 S.Ct. 1377 (2014) had “clarified that some issues often discussed
in ‘standing’ terms are better viewed as interpretations of a statutory cause of action.” There is
no suggestion in any of the case law that the considerations formerly labeled “prudential” have
been eliminated from standing analysis, and the Federal Circuit, the courts and the Commission,
as discussed above, have continued to apply them. See Diamond Coating, 823 F.3d at 620; Alps
South, 787 F.3d at 1382 (“[W]e must also satisfy ourselves that in addition to Article III
standing, the plaintiff also possessed standing as defined by § 281 of the Patent Act.”); Optical
Disc Drives, Comm’n Op. at 4.

17
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determines whether Andrea has all substantial rights in the patents. As noted abové, the question
of whether a license is exclusive or non-exclusive goes to legal title (i.e., constitutional standing),
which is not in dispute in this case. The 949 decision’s discussion of whether AND34 is an
exclusive licensee does not address the matter in dispute here: does Andrea, the patent’s titular
owner, have all substantial rights? See Optical Disc Drives, Comm’n Op. at 11 (“Specifically,
the ALJ correctly noted, ‘[g]iven that rights contained in a patent may be conferred separately on
different entities, the criticallinquiry is whether the complaining party has’ enough rights to be
considered the patent ownér.”). The statutory standing question must be addressed to complete
the analysis of vstanding under the Patent Act. See id. at 4 (stating that complainants under
section 337 “must satisfy constitutional standing and statutory cause of action requirements for
the Commission to hear their claim™). -

“The 949 decision does not fully address the legal factors deemed critical to standing by
the Federal Circuit and the Commission. Further, pertinent facts relevant to the statutory
standing criteria, discussed above, are not addressed in the 949 decision. If these facts even were
in the record, they were not considered. There is no mention, fér example, of the common
interest agreement between Andrea and AND34. As discussed, the facts in this record
demonstrate that Andrea shares revenues derived from litigating or licensing the patents with
AND34, that Andrea must seek to enforce the patents in litigation and licensing activities and is
not free to choose whom to target in its patent enforcement efforts, that Andrea cannot license to
any of the leading companies in its field except pursuant to the joiht monetization program that
binds Andrea to AND34, that Andrea cannot make or sell certain products to the industry leaders
without AND34’s consent, that Andrea cannot sublicénse except subject to the terms of the

revenue-sharing agreement, that Andrea cannot dispose of the patents except as directed by the
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revenue-sharing agreement, and that Andrea cannot determine litigation strategy or assert
intellectual property ﬁghts independently of AND34, its strategic partner. These fa(;ts cannot be
ignored, given their criticality to the standing factors identified in the case law.

Staff asserts that, “Andrea can only lose standing by transferring owﬁership of the ’345
patent to another party.” SRB at 8. This assertion contradicts black Ietter.law requiring a
complainant to show not only legal title but possession of all substantial rights, in order to
establish standing. Under the law, including under Commission precedent, Andrea plainly does
not need to transfer ownership to divest itself of standing. It can lose standing by giving up
substantial rights in the patent to another party, without giving up legal ownership.

Staff maintains that, “The Cofnmission [has] determined that Andrea has standing to
assert the 345 patent.” SIB at 8. But Staff does not argué, nor could it, that the 949 decision is
res judicata or has aﬂy preclusive effect on this case, in which different parties make different
arguments and present different evidence.'? The 949 decision did not address statutory standing
and makes no mention of the critical facts that demonstrate that Andrea lacks standing to
prosecute the *345 patent on its own. As discussed above, these critical facts preclude Andrea

~ from asserting the 345 patent without joining AND34.

12 The doctrine of res judicata “provides that when a court of competent jurisdiction has entered
a final judgment on the merits of a cause of action, the parties to the suit and their privies are
thereafter bound ‘not only as to every matter which was offered and received to sustain or defeat
the claim or demand, but as to any other admissible matter which might have been offered for
that purpose. . . . The judgment puts an end to the cause of action, which cannot again be
brought into litigation between the parties upon any ground whatever, absent fraud or some other
factor invalidating the judgment.” C.LR. v. Sunnen, 333 U.S. 591, 597 (1948) (emphasis added);
see also VastFame Camera, Ltd. v. Int’l Trade Comm’n, 386 F.3d 1108, 1115 n. 2 (Fed. Cir.
2004) (“[T]his is not a case where any form of preclusion is appropriate. Vastfame was not a
party to the Initial Investigation before the Commission and, thus, did not have a prior
opportunity to raise the invalidity issue it now seeks to present.”).
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IV. TECHNOLOGY AND PATENT AT ISSUE
A. Technological Background

Sound is the propagation of vibrations through a medium, such as air. CX-0007C
(DeJaco DWS) at Q/A 13. A soundwave can be picked up by a microphone by causing the
diaphragm in a microphone to vibrate. /d. The diaphragm is connected to an electrical circuit,
and the diaf)hragm’s vibration causes fluctuations in the voltage in the circuit. /d. When plotted

against time, the fluctuations in voltage provide an analog representation of the sound wave.

fAnalog Signal~

-1 : ‘ ; - -
~-10 -8 -6 -4 -2 0 2 4 6 8 10

CDX 4.002C (excerpt); CX-0007C (DeJaco DWS) at Q/A 13-14

An analog representation can be converted to digital by sampling it at various points.

‘Discrete Time Signal

e
0 :
I I

|' |” ‘h -

CDX 4.002C (excerpt); CX-0007C (DeJaco DWS) at Q/A 13-14
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The sound waves shown above represent a single frequency. Audio signals, however, are

typically composed of multiple frequencies forming a complex waveform.

Complex Wave

L

Time

Amplitude'

RDX 3.4C; RX-0003C (Kyriakakis DWS) at Q/A 14

Audio signals can Be analyzed with respect to time (time-domain analysis) or frequency
(frequency-domain analysis).- When a signal is plotted against time, as it is in the graph above, it
is being analyzed in the time domain. In the time domain, changes in the signal’s amplitude are
shown over time. RX-0003C (Kyriakakis DWS) at Q/A 17-18. A signal in the time domain is a

representation of the actual physical sound wave as it changes over time, which can be picked up

by a microphone or played over a loudspeaker. /d.

Audio signals can also be analyzed in the frequency domain, as well as the time domain.

Id. at Q/A 15, 17. In order to analyze a signal in the frequency domain, the time domain signal is
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transformed into a representation of the frequency components contained in the signal within a
givenvtime window. Id. at Q/A 19. In the figure below, two simple wave forms depicting single

frequencies are transformed from the time domain to the frequency domain.

Time Domain Frequency Domain

+ 100 Hz

*s

Amplitude
sl

, @) rommnemasas

S

Amplitude

100 Hz

-

|

Y 1000 Hz

Amplitude
L
v
=
3 .
[1]
Amplitude

<

RDX 3.10C; RX-0003C (Kyriakakis DWS) at Q/A 19

The vertical arrows in the histograms on the right represent the amplitude of the signal at each
frequency. Id. A complex wave comprised of multiple frequency components will have
multiple values in the frequency domain, each value representing the amplitude of a different

frequency component appearing in the signal during a given time window.
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Time Domain Broad Band Signal Frequency Domain

W \’\/ :>o F'Jq‘illls'ls““f

RDX 3.11C; RX-0003C (Kyriakakis DWS) at Q/A 19

Ampiitude

Amplitude

One common method of converting a signal from the time domain to the frequency domain is the

Fourier transform. RX-0003C (Kyriakakis DWS) at Q/A 19.

Another method for processing signals is to split the signal into a series of time-domain .

sub-bands as shown in the top graph on the right in the figure below.
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Time Domain Band-Limited Signals
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o Frequency Bins

RDX 3.15C; RX-0003C (Kyriakakis DWS) at Q/A 19

B. The ’345 Patent

The *345 patent is the sole remaining patent in this investigaﬁon. The 345 patent is
entitled “System, Method and Apparatus for Cancelling Noise™ and issued on March 26, 2002,
from an application filed on February 18, 1999. JX-0001. The 345 patent identifies Joseph
Marash and Baruch Berdugo as inventors. d.

1. Claims

Andrea is asserting that Apple infringes claims 4-11, 13-16, 21, 23-25, 38-40, 43, and 46
df the *345 patent. Andrea is also asserting that its domestic industry products practice claims 4-
11,13, 14, 17, 21, 23, 25, 38-40, 43, 46, and 47. Claims 4-11, 13-17, 21, and 23-25 depend from

unasserted independent claim 1; claims 39, 40, 43, 46, and 47 depend from asserted independent
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claim 38. Claim 1 and its dependents are apparatus claims; claim 38 and its dependents are
method claims.
Claim 1 recites:

An apparatus for canceling noise, comprising:
an input for inputting an audio signal which includes a noise signal;

a frequency spectrum generator for generating the frequency spectrum of said
audio signal thereby generating frequency bins of said audio signal; and

a threshold detector for setting a threshold for each frequency bin using a noise
estimation process and for detecting for each frequency bin whether the
magnitude of the frequency bin is less than the corresponding threshold, thereby
detecting the position of noise elements for each frequency bin.

JX-0001 (“345 patent) at col. 9:35-46.

Claim 4 requirés that the threshold detector be able to set the threshold for each
frequency bin with the bin’s current minimum value of magnitude, which is derived from the
bin’s future minimum value of magnitude. Id. at col. 9:54-60. Claims 5-11 place limitations on
the determination and setting of the current and future minimum values of magnitude. /d. at col.
9:61-col. 10:18. Claim 13 requires a “subtractor for subtracting said noise elements estimated at
said positions determined by said threshold detector from said audio signal to derive said audio
signal substantially without said noise.” Id. at col. 10:25-29. Claims 14-16 place limitations on
the subtractor. Id. at col. 10:30-38. Claim 17 further requires “a residual noise processor fbr
reducing residual noise” after the signal is processed by the subtractor. /d. at col. 10:39-43.
Claim 18 places limitations on the residual noise processor. Id. at col. 10:44-54. Claim 21
requires “an estimator for estimating a magnitude of each frequency bin.” Id. at col. 10:55-57.
Claim 23 requires a “smoothing unit” for smoothing the es\timated magnitudes. /d. at col. 16:63-

65. Claim 24 places limitations on the smoothing unit. /d. at col. 10:66-col. 11:4. Claim 25
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requires “an adaptive array comprising a plurality of microphones for receiving” the audio
signal. Id. at col. 11:5-7. The limitations of claims 38-40 and 42-47 are method steps, but are

otherwise similar to the limitations found in claims 1, 4, 5, 13, 14, 17, 21, 23, and 25.

2. Specification

The specification of the *345 patent discloses a method and apparatus for performing
noise cancellation and reduction using spectral subtraction. ’345 patent, col. 1:19-21. Ambient
noise degrades the performance of speech processing algorithms, such as those used in dictation,
voice activation, and voice compression systems. /d. at col. 1:27-28. While adaptive
beamforming microphone arrays can cancel directional noise, they are unable to effectively
cancel diffused noise. Id. at col. 1:38-45. Diffused noise occurs in environments that are highly
reverberant. Id. at col. 1:49-52. One example of such an environment is a room that has walls
that strongly reflect sounds, so that the reflected soundé reach the array from an infinite number
of directions. Id. at col. 1:49-52. Another example is the cabin of an automobile, where noise
radiates from the car chassis. /d. at col. 1:52-54.

“Spectral subtraction” is used to cancel diffused noise. Id. at col. 1:58-60. Spectral
subtraction is a prior art method in which a voice switch is used to detect non-speech time
intervals.‘ Id. at col. 1:60-64. The “Background of the Invention” section of the ’345 patent
describes the prior art method of spectral subtraction disclosed in “Suppression of Acoustic
Noise in Speech Using Spectral Subtraction,” by Steven F.vBoll (“Boll”) (RX-0056). 345 patent
at col. 1:64-col. 2:1.

In the method disclosed in Boll, a digital signal is converted from the time domain to the
| frequency domain by a Fast Fourier Transform (“FFT”). RX-0056 at 0004 (“The DFT of each

data window is taken and the magnitude is computed. Since real data are being transformed, two

26



PUBLIC VERSION

| data windows. can be transformed using one FFT [].”) and Fig. 3 (“FFT”); see also RX-0003C
(Kyriakakis DWS) at Q/A 36; 345 patent at col. 2:11-14 (“More particularly, the noise
magnitude spectrum is estimated by performing an FFT of 256 points of the non-speech time - |
intervals and computing the energy of each frequency bin.”j. Boll then eétiﬁates the noise
present in each frequency bin and subtracts the estimated noise. RX-0056 at 0004 (“The spectral
subtraction method requires an estimate at each frequency bin of the expected value of noise
magnitude spectrum . . . . ©) and Fig. 3 (“Compute Magnitude” and “Subtract Bias”); see also
’345 patent at col. 2:29-31 (“Thé noise magnitude spectrum is then subtracted from the signal
magnitude.”); RX-0003C (Kyriakakis DWS) at Q/A 36. After the subtraction process, residual
noise is removed from the frequency bin and the signal is converted back to the time domain
using an Inverse Fast Fourier Transform (“IFFT”). RX-0056 at 0003 (“G. Noise Residual
Reduction™), 0005 (“After bias removal rectification residual noise removal and nonspeeéh
signal suppression time waveform is reconstructed from the @odiﬁed magnitude corresponding
to the center window.”), and Fig. 3 (“Reduce Noise Residual” and “IFFT”); see also 345 patent
at col. 40-42 (“An IFFT process is then performed on the complex data to obtain the noise free
-time domain data.”); RX-0003C (Kyriakakis DWS) at Q/A 36.

Although the patent describes the method disclosed in Boll as providing “good results for
stationary diffused noises that are not correlated with the speech signal,” it identifies several
deficiencies. 345 patent at col. 1:64-2:1, col. 2:45-58. One of the criticisms is that the method
relies on a vo_iée switch to accurately identify non-speech time intervals, which is “difficult to
achieve or obtain in real time systems.” Id. at col. 2:5-10. The voice switch detects the presence
of speech by measuring the energy level and comparing it to a threshold. Id. at col. 2:49-51. If

the threshold is too high, some voice time intervals might be incorrectly identified as non-speech
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time intervals, resulting in voice distortion, especially in poor signal-to-noise ratio cases. Id. at
col. 2:51-54. Conversely, if the threshold is too low, there will be a risk that non-speech
intervals will be too short to generate an accurate estimate of the noise. /d. at col. 2:55-58.

The purported invention of the 345 patent seeks to eliminate the need for a voice switch
by “determining the non-speech segments using a separate threshold detector for each frequency
bin.” Ié’. at col. 3:29-31. The threshold detectors detect the positions of the noise elements by
determining whether frequency bins of the input signal are less than a corresponding threshold.
Id. at col. 3:31-37.

C. Level of Ordinary SKkill in the Art

Andrea asserts that a person of ordinary skill in the art of the *345 patent would have had
“(1) an undergraduate degree in computer science, electrical engineering, computer engineering,
or a similar degree, with introductory course work in digital signal processing and approximately
three years of experience in developing and implementing digital signal processing algorithms
and systems; or (2) a master’s degree in computer science, electrical engineering, computer‘
engineering, or similar degree with a focus on digital signal processing and approximately one
year of experience in developing and implementing digital signal processing algorithms and
systems.” CX-1888C (Douglas RWS) at Q/A 14. Apple’s expert ai)plied Andrea’s definition of
the level of ordinary skill in the art. RX-0003C (Kyriakakis DWS) at Q/A 121. Staff argues that
there is no basis for departing from the level of ordinary skill adopted in the 949 Investigation,
and argues that a persori of ordinary woﬁld have had “(1) a Bachelor's degree in electrical
engineering or aielated field with two to thfee years of practical experience with digital signal
processing algorithms and systems; or (2) a Master's degree in electrical engineering or a related

field with a specialty in digital signal processing.” SIB at 14.
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As noted by Staff, the differences between Andrea’s proposed definition of the level of
ordinary skill and that which was adopted in the 949 Investigation, “does not appear to héve any
bearing on the issues to be decided in this investigation;” Id. Given the subject matter of the
’345 patent, I find that Andrea’s proposed definition of the level of ordinary skill is appropriate.

D. Claim Construction

The Markman order construed the term “magnitude of the frequency bins” in claims 1
and 38 to mean “amplitude of the frequency bins.” Order No. 34 at 48. As noted in the
Markman order, however, the step of “ ‘detecting for each frequency bin whether the magnitude
of the frequency bin is less than the corresponding threshold’ ” may be performed using “an
estimate of amplitude.” Id. (quoting ’345 pétent at col. 9:42-45 (claim 1), col. 12:16-17 (claim
38)). The Markman order further found that the limitations “threshold detector for setting a
threshold for each frequency bin using a noise estimation process” in claim 1 and “setting a
threshold” in claim 38 were not subject to § 112, § 6 and that no construction was necessary for
either limitation. Id. (quoting ’345 patent at col. 9:41-42 (claim 1), col. 12:13-14 (claim 38)). |
The limitations “subtractor for subtracting said noise elements eétimated at said positions
determined by said threshold detector from said audio signal to derive said audio signal
substantially without said noise” in claim 13 and “subtracting said noise elements detected in

“said step of detecting from said audio signal to produce an audio signal representing said audible
sound substantially without said audible noise” in claim 38 were found not to be indefinite. Id.
(quoting *345 patent at col. 10:25-29 (claim 1), col. 12:20-23 (claim 38)). The term
“substantially,” which appears in both limitations, was construed to mean “largely, but not

wholly.” Id.
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In addition to the terms construed in the Markman order, the parties agreed that the term
“frequency bins” in claims 1 and 38 patent means “frequency domain outputs extending between

two limiting frequencies.” Id. at 1-2.

V.  INFRINGEMENT

Andrea asserts that the accused Apple products literally infringe claims 4-11, 13-16, 21,
23-25,'38-40, 43, and 46 of the *345 patent. Claims 4-11, 13-16, 21, and 23-25 depend from
independent claim 1. Claims 39, 40, 43, and 46 depend from independent claim 38. Claims 1
and 38 have similar limitations, and the parties’ contentions with respect to each limitation are
addressed below. |

A. Legal Standards

Section 337(a)(1)(B)(i) prohibits “the importation into the United States, the sale for
importation, or the sale within the United States after importation by the owner, importer, or
consignee, of articles that — (i) infringe a valid and enforceable United States patent or a valid
and enforceable United States copyright registered under title 17.” 19 U.S.C. §1337(a)(1)(B)(i).
The Commission has held that the word “infringe” in Section 337(a)(1)(B)(i) “derives its legal
meaning from 35 U.S.C. § 271, the section lof the Patent Act that defines patent infringement.”
Certain Electronic Devices with Image Processing Sys., Components Thereof, and Associated
Software, Inv. No. 337-TA-724, Comm’n Op. at 13-14 (Dec. 21, 2011). Under 35 U.S.C. §
271(a), direct infringement of a patent consists of making, using, offering to sell, or selling the
- patented invention without consent of the patent owner.

“An infringement analysis entails two steps. The first step is determining the meaning
and scope of the patent claims asserted to be infringed. The second step is comparing the

properly construed claims to the device accused of infringing.” Markman v. Westview
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Instruments, Inc., 52 F.3d 967, 976 (Fed. Cir. 1995) (en banc), affd, 517 U.S. 370 (1996)
(citation omitted). Infringement must be proven by a preponderance of the evidence. SmithKline
Diagnostics, Inc. v. Helena Labs. Corp., 859 F.2d 878, 889 (Fed. Cir. 1988). A preponderance
of the evidence standard “requires proving that infringement was more likely than not to have
bccurred.” Warner-Lambert Co. v. Teva Pharm. USA, Inc., 418 F.3d 1326, 1341 n.15 (Fed. Cir.
2005).

A complainant must prove either literal infringement or infringement under the doctrine
of equivalents. Literal infringement requires the patentee to prove that the accused device
contains each and e%/ery limitation of the asserted claim(s). Frank’s Casing Crew & Rental
Tools, I;qc. v. Weatherford Int’l, Inc., 389 F.3d 1370; 1378 (Fed. Cir. 2004). “If even one
limitation is missing or not met as claimed, there is no literal infringement.” Elkay Mfg. Co. v.
EBCO Mfg. Co., 192 F.3d 973, 980 (Fed. Cir. 1999). Literal infringement is a question of fact.
Finisar Corp. v. DirecTV Group, Inc., 523 F.3d 1323, 1332 (Fed. Cir. 2008).

B. Accused Products

The accused Apple products contain a “voice processor” software module capable of

invoking noise suppression audio units. | N
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Apple Product Asserted Claims

iPhone 7; 4-11, 13-16, 21, 23-

iPhone 7 plus 25, 38-40, 43, 46

Watch Series 2 4-11, 13-16, 21, 23,
24,38-40, 43

MacBook Pro 4-11, 13-16, 21, 23-

15 (J80); 25, 38-40, 43, 46

MacBook Pro

137 (J79, J130)

iPhone 6s; 4-11, 13-16, 21, 23-

iPhone 6s Plus; 25, 38-40, 43, 46

iPhone SE

iPad Pro 4-11, 13-16, 21, 23-

(12.97); 25, 38-40, 43, 46

iPad Pro

0.7,

iMac 277

iMac 21.5”

iPhone 6; 4-11, 13-16, 21, 23-

iPhone 6 Plus 25, 38-40, 43, 46

iPad Air 2; 4-11, 13-16, 21, 23-

iPad mini 4; 25, 38-40, 43, 46

MacBook;

MacBook Pro

13” (J52)

Watch Series 4-11, 13-16, 21, 23~

1, Watch 25, 38-40, 43, 46

iPad Air; 4-11, 13-16, 21, 23-

iPad mini 2; 25, 38-40, 43, 46

MacBook Air;

MacBook Pro
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115" (J145)

AirPods 4-11, 13-16, 21, 23-

25,38-40, 43, 46

Andrea’; expert, Mr. DeJaco, analyied the relevant source code for each of the accused
Apple products to find evidence of infringement for each limitation of the asserted claims. CX-
0007C at Q/A 9. The parties do not generally dispute Mr. DeJaco’s analysis of how the products
function, but Apple disputes the application of Mr. DeJaco’s analysis to the claim language of
the *345 patent for several critical limitations, as discussed below.
C.  Independent Claims 1 and 38
1. “an input for inputting an audio signal which includes a noise signal”
(claim 1)/“inputting said audio signal which includes said noise
signal” (claim 38) '
There is no dispute between the parties that the accused products include an input fér
inputting an audio signal.’> Mr. DeJaco identifies these inputs in his witness statement. CX-

0007C at Q/A 68-75, 278, 303-307, 321, 342-346, 373, 401-403, 487.

2. “a frequency spectrum generator for generating the frequency
spectrum of said audio signal thereby generating frequency bins of
said audio signal” (claim 1)/“generating the frequency spectrum of
said audio signal thereby generating frequency bins of said audio
signal” (claim 38)

Claims 1 and 38 require a means for or step of “generating the frequency spectrum of
said audio signal thereby generating frequency bins of said audio signal.” ’345 patent at col.

9:38-40 (claim 1), col. 12:11-12 (claim 38). Mr. DelJaco identifies || | G

Il in cach of the accused products, and Andrea contends that || generate a

'3 There is also no dispute regarding infringement with respect to the preambles of claim 1 and
claim 38, which do not appear to be limiting.
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frequency spectrum that infringés this claim limitation. CX-0007C at Q/A 76-85, 27'9, 308-311,
322, 347-350, 374, 404-412, 488.
a. Time Domain and Frequency Domain

The parties agreed that the term “frequency bins” in claims 1 and 38 means “frequency
domain outputs extending between two limiting frequencies.” Order No. 34 at 1-2. Apple
argues that the Apple AirPods do not infringe this limitation because they I

I k1B at 49; RRB at 24. Apple’s only

evidence regarding the AirPods is a statement from Apple engineer Vasu Iyengar that -
_ Tr. at 444-45. Andrea relies on Mr. DeJaco’s analysis
of the AirPod source code, where he identifies [ that generates the claimed frequency bins.
CX-0007C at Q/A 404-12. Apple does not explain why Mr. DeJaco’s analysis is wrong and does
not identify any particular source code or other evidence that demonstrates how |||
—. Mr. Iyengar’s conclusory statement,
standing alone, does not adequately refute Mr. DeJaco’s expert testimony. On this récord, I find
that Andrea has carried its burden to show that all of the accused products, including the
AirPods, include a frequency spectrum generator that generates “frequency bins” as required by
the asserted claims.

b. “said audio signal”

Apple further argués that the “audio signal” identified by Andrea in the accused products
is not the signal that is used to generate a frequency spectrum and frequencyvbins, as required by
the claim language. RIB at 48. Apple contends that the audio signal generated by the
microphones in the accused products is transformed into a different §ignal through various

filtering operations before it is converted into a frequency spectrum. Id. In particular, Apple
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points to | NN
I R <-0011C (Cohen RWS) at Q/A 103. Andrea argues that pre-

pfocessing of the audio signal is compatible with the claims, pointing to a passage in the
specification stating: “the signal is derived from a microphone signal that has been processed
through an analog front end, A/D converter and a decimation filter.” 345 patent at col. 4:53-56.
The specification describes other additional processing of the audio signal: “In another
embodiment, the input is taken from the output of a beamformer or even an adaptive
beamf(;rmer.” Id. at col. 4:56-58. Apple argues that _
B v ich s different from the decimation filters and beamformers
described in the specification. RRB at 23-24.

Apple’s interpretation of this limitatié)n is not supported by the claim languagé or
speciﬁcatipn. The claims refer to the “frequency spectrum of said audio signal,” and there is no
reason to read this limitation to preclude intermediate signal processing of the audio signal.
Apple presents evidence that the || | | | |} in the accused products is different from the
processing disclosed in the specification, but Apple does not explain why this distinction matters
in the ‘context of inﬁingement. Moreovér, as Staff points out, there is no dispute that the accused
I - the accused products would infringe even under Apple’s
interpretation if that input signal were identified as the claimed “audio signal.” SIB at 20.

Accordingly, there is no basis for non-infringement based on the “audio signal” limitation.
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3. “a threshold detector for setting a threshold for each frequency bin . .
. and for detecting for each frequency bin whether the magnitude of
the frequency bin is less than the corresponding threshold” (claim
1)/“setting a threshold for each frequency bin using a noise estimation
process” and “detecting for each frequency bin whether the
magnitude of the frequency bin is less than the corresponding
threshold” (claim 38)

Claims 1 and 38 require a means for or step of setting a threshold for each frequency bin
and detecting bwhether the “magnitude” of a frequency bin is less than a correspondiné threshold.
’345 patent at col. 9:41-47, col. 11:16-18. Andrea re‘lies on Mr. DeJaco’s analysis of Apple’s
noise suppression algorithms as evidence that the accused products infringe this limitation. CX-
0007C at Q/A 86-169, 280-81, 312-315, 323-24, 351-367, 375-76, 413-439, 489-90. Apple
argues that the accused products do not satisfy these limitations\ because the noise estimators in
the accused products use power—not magnitude—to perform any threshold detection. RIB at

'26-27. In addition, Apple argues that the claims’ recital of “the corresponding threshold”

requires a binary determination of a single threshold to determine whether noise is present, but

the |
I, /. ot 27.

a. Power and Magnitude

As discussed above, the claim term “magnitude of the frequency bins” was construed to
mean émplitude of the frequency bins, noting that this limitation may be satisfied by the use of
an estimate of amplitude. Order No. 34 at 48. It is undisputed that all of the accused products -
use a measurement of power, computed by a sum-of-squares calculation, in the accused |
threshold detecting step. CIB at 14-17; RIB at 27. The parties also do not dispute that there is a
mathematical relationship between power and amplitude, where power is amplitude squared.

CIB at 14-17; RIB at 31; SIB-at 17.
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Andrea contends that power is an estimate of afnplitude that meets the threshold detector
limitation. CIB at 14-17. Andrea cites evidence in the 345 patent specification where the term
“energy” is used in the context of threshold detection:

In the present invention, a separate adaptive threshold is implemented for each

frequency bin 302. This allows the location of noise elements for each bin

separately without the examination of the overall signal energy. The logic behind

this method is that, for each syllable, the energy may appear at different frequency

bands. At the same time, other frequency bands may contain noise elements. It is

therefore possible to apply a non-sensitive threshold for the noise and yet locate

many non-speech data points for each bin, even within a continuous speech case.

The advantage of this method is that it allows the collection of many noise

- segments for a good and stable estimation of the noise, even within continuous
speech segments. '

’345 patent, col. 6:10-22. The *345 patent also uses the term energy when describing a prior art
process where “the noise magnitude spectrum is estimated by performing an FFT of 256 points
of the non-speech time intervals and computing the energy of each frequency bin.” Id. at col.
2:11-14. Andrea relies on the testimony of its expert, Mr. DeJaco, that the term “energy”\is a
synonym for the sum-of-squares computation of power. CX-0007C at Q/A 107. Apple |
disagrees with this opinion, contending that energy is a different quantity that represents power
over time. RRB at 15 (citing RX-0003C (Kyriakakis WS) at Q/A 58; RX-2551C (Iyengar WS)
at Q/A 87)). Although Andrea cites some evidence that the term “energy” is used to mean
something similar to power, the cited passages in the *345 patent do not appear to use “energy”
to refer to a specific measurable quantity, such as power. The *345 patent uses the language
“corﬁputing the energy of each frequency bin” in reference to the priorvart method disclosed in
Suppression of Acoustic Noise in Speech Using Spectral Subtraction by Steven F. Boll (“Boll”),
and this article uses the term “energy” to genérically describe the level of a signal, rather than to
refer to any specific quantity. Boll describes mathematical computations of “magnitude” that are

consistent with the *345 patent but only uses “energy” in a more qualitative sense, describing
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“low energy speech” and “high energy frequency bins” without referencing magnitude, power, or

any other specific quantity. JX-0122 at 0003. The use of the term “energy” in the specification

~ of the 345 patent is consistent with its more qualitative use in Boll, and it does not support a
change in the construction of “magnitude” to include either Andrea’s or Apple’s definitions of
energy.

As set forth in the Markman Order, the asserted claims use the term “fnagnitude,” which
h.as a specific and well-established meaning that would be known to a person of ordinary skill in
the art. See Order 34 at 34-40. There is no evidence that the inventors sought to re-define the
term “magnitude” through their use of “energy” or any other language in the specification, and
the construction set forth in the Markman Order remains the one “that stays true to the claim
language and most naturally aligns with the patent's description of the invention.” Renishaw
PLC v. Marposs SOciéta’ per Azioni, 158 F.3d 1243, 1250 (Fed. Cir. 1998). Andrea has not
identified any compelling evidence to expand the scope of this term beyond its ordinary
meaning, which corresponds to the amplitude of the frequency bins.

Even without any change in claim construction, Andrea and Staff argue that this claim
limitation is satisfied by comparing power to a threshqld because there is a mathematical
relationship between power and magnitude/amplitude: poWer is amplitude squared. CIB at 15-
17; SIB at 17-19. On cross-examination, Apple’s expert, Dr. Cohen, admitted that power goes
up when amplitude goes up, and power goes down when amplitude goes down. Tr. at 546.
Moreover, simple algebra can show that if the magnitude of a frequency bin is less than a
particular threshold value, then the power of that frequency bin would be less than the threshold

value squared. Id. at 550-51. It is undisputed that power can be used to perform.the same

function as magnitude (detecting noise elements for each frequency bin) in substantially the
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same way (comparing the level of the sighal to the threshold) to achieve the same result (setting
a new threshold for noise when the level is below the threshold). RRB at 10-11. But this is the
test for the doctrine of equivalents, which was precluded on summary determination based on
prosecution history estoppel. Order No. 47 (July 28, 2017) at 10-15, unreviewed by Comm’n
Notice (Aug. 29, 2017). |

Andrea must prove literal infringement, which requires that “every limitation set forth in
a cléim must be found iﬁ an accused product, exactly.” Southwall Techs., Inc. v. Cardinal IG .
Co., 54 F.3d 1570, 1575 (Fed. Cir. 1995); see also Krafi Foods, Inc. v. Int'l Trading Co., 203
F.3d 1362, 1370 (Fed. Cir. 2000) (“A claim is literally infringed when the accused device
literally embodies each limitation of the claim.”). The claim language requirés “detecting for
each frequency bin whether the magnitude of the frequency bin is less than the corresponding
threshold.” 345 patent at col. 9:41-47, col. 11:16-18. Accordingly, literal infringement requires
a literal comparison of magnitude to a threshold. The accused products cannot literally infringe
this limitation without an explicit calculation or estimation of magnitude.

There is no dispute that the accused products use power, not magnitude, to make any
threshold comparison. Andrea admits that the nﬁmerical values associated with power and
magnitude are different. CRB at 11‘. Nevertheless, Andrea argues that power is an “estimate” Qf

“magnitude in the context of the *345 patent. CIB at 14-17. This is not consisteﬁt with the
specification’s efiamples of estimation, however, which use simplified mathematical calculations
to estimate the same underlying quantity. See 345 patent af col. 5:36-44 (“The straight forward
apprdach is to estimate the magnitude. . . . In order to save processing time and complexity the
signal magnitude (Y) is estimated by an estimator 204 using an approximation formula instead . .

..”), 5:49-55 (describing a smoothing method that averages magnitudes of neighboring bins).
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Power is not an estimate of magnitude but a different quantity that is measured using different
units; Dr. Kyriakakis explained that magnitude is measured in volts while powér is measured in
watts. RX-0003C at Q/A 58. Apple identifies numerous other differences between power and
magnitude, particularly in the context of scaling, subtraction, and ratio operations. RIB at 30-36.
Andrea argues that these distinctions between power and magnitude do not make a difference in
the context of the threshold comparison claimed in the *345 patent. CRB at 11-14. This
’ar‘gument appears to rely on an “insubstantial differences” test that would prove infringemeﬁt
under the doctrine of equivalents, which was precluded by Order No. 47. See Mylan Institutional
LLC v. Aurobindo Pharma Ltd., 857 F.3d 858, 866-67 (Fed. Cir. 2017) (recognizing that “the
Supreme Court set out two frameworks for evaluating equivalence—the familiar [function-way-
result] test . . . and the insubstantial differences test (whether the accused product Or process is
substantially different from what is patented).” (citing Graver Tank & Mfg. Co. v. Linde Air
Prod. Co., 339 U.S. 605 (1950)). Power may be equivalent to magnitude in the context of the
>345 patent, but Andrea cannot refute Apple’s evidence showing that power and magnitude are
literally different quantities. Accordingly, noﬁe of the accused Apple products literally infringe
this limitation.

b. Binary Comparison

Apple further contends that the threshold detector limitation requires a binary

comparison, and the accused products do not infringe because they perform a ]

— to determine the presence of noise. RIB at 39-47.

Apple relies on Dr. Cohen’s analysis of the noise suppression algorithms in the accused products.

RX-0011C at Q/A 62-87. For the products that use the ||| | [ [ S, D:. Cohen
found that the algorithm could be represented as || | | | GcGccNNEGEGEEEEEEEEEEEEE
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B /. ot Q/A 66; RDX-0011C.026. For the products using the | N ENEENEN
I, ;. Coten identificd I
I (- Q/A 68; RDX-0011C.0030. Dr. Cohen also
found that /|
— Id. at Q/A 72; RDX-0011C.0033. With respect to the
noise estimation algorithms in the AirPods, Dr. Cohen found that e

I /. at Q/A. 75; RDX-

0011C.0035-.0036."
Andrea does not dispute Apple’s interpretation of the claims requiring a binary
comparison, but there is a dispute regarding Dr. Cohen’s analysis of the accused products. To

show the presence of a binary comparison, Andrea relies on Mr. DeJaco’s analysis of the source

code for the [N
B CIB at 23-26, 142-150, 163-169. Mr. DeJaco identifies | NGcGcGcGcGGN——
I CX-0007C at Q/A 117-125.

Mr. DeJaco identifies | N N NEEE
B - QA 142-15/0, 163-169. Andrea concedes that Apple performs
|
I CRB at 19. Andrea

s Apple also identifies a " that allegedly does not infringe this

limitation but instead uses

.’ RIB at 49. Apple does not clearly identify which accused
products use this detector, however, and Andrea does not appear to accuse this detector of
infringement.

41



PUBLIC VERSION

makes the same argument with respect to the | N N NEEEEE
—. Id. at 19-20. Staff similarly argues that the accused products infringe
I S1B ot 19-20; SRB at 6-7.

I agree with Andrea and Staff that there is infringement of this limitation by the I

R \ir. DeJaco has

identified comparisons to a threshold in each of these algorithms whereby the noise estimate is

updated when the compafison is below the threshold. For the —
B o< <!, ncither Andrea nor Staff offer any rebuttal t6 Dr. Cohen’s
analysis of the source code showing that _
_. Accordingly, Andrea has failed to show that these algorithms

infringe the claim limitation requiring that the threshold detector “detect[] for each frequency bin
whether the magnitude of the frequency bin is less than the correspondirig threshold, thereby

detecting the position of noise elements for each frequency bin.” ‘Although these algorithms do

not infringe this limitation, |
I <o this is not an independent basis for non-

infringement for any particular product.

4. “a subtractor for subtracting said noise elements” (claim
13)/“subtracting said noise elements detected in said step of detecting”
(claim 38)

Claim 13 is a dependent claim that requires “a subtractor for subtracting said noise
elements estimated at said positions determined by said threshold detector from said audio signal

to derive said audio signal substantially without said noise.” ’345 patent at col. 10:25-29. Claim
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38 includes a “subtracting” step with similarrlimitations. Id. at col. 12:20-23. Andrea relies on
the analysis of Apple source code by Mr. DeJaco as evidence for infringement of these
.limitations. CX-0007C at Q/A 214-228, 282, 317, 325, 369, 377, 462-466, 491. Andrea appears
to have carried its burden, and Apple does not raise any specific non-infringement arguments
with respect to this limitation. Nevertheless, the accused products do not infringe claim 13 or
claim 38 because these products do not literally infringe the threshold detector limitation, as
discussed above. |

D. Dependent Claims

In addition to claim 13, Andrea asserts infringement of dependent claims 4-11, 14-16, 21,
23-25, 39, 40, 43, and 46 of the *345 patent. CIB at 39-46. Andrea relies on Mr. DeJaco’s
analysis of Apple source code for evidence of infringement of these limitations. CX-0007C at
Q/A 170-286, 316-329, 368-381, 440-498. Although Apple does not raise any distinct non—l
inffingement arguments with respect to these claims, the accused pfoducts cannot infringe the
additional limitations of these claims, which require using the “magnitude” of the frequency
bins. Moreover, there is no infringement of any dependent claim be;:éuse these products do not
literally infringe the threshold detector limitations éf the independent claims.

Accordingly, the accused Apple products do not infringe any of the asserted claims of the
’345 patent.

VI. INVALIDITY

Apple contends that the claims at issue are invalid as anticipated or obvious. RIB at 72-
73. Specifically, Apple argues that claims 1, 13, 14, 21, and 38 are anticipated by U.S. Patent
No. 6,035,048, entitled “Method and Apparatus for Reducing Noise in Speech and Audio

Signals,” to E. Diethorn (“Diethorn”) (RX-0047) and that claims 1, 13, 21, and 38 are anticipated
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by the paper “Noise Estimation Techniques for Robust Speech Recognition” by H.G. Hirsch et

al. (“Hirsch”) (RX-0064). Apple further argues that if power is found to be an estimate of

amplitude, as argued by Andrea, U.S. Patent No. 5,550,924, entitled “Redﬁction of Background

Noise for Speech Enhancement,” to Helf et al. (“Helf”) (RX-0040) anticipates claims 1, 4-7, 9-

11, and 21. Apple asserts that the dependent claims at issue are rendered obvious by the

anticipatory references in combination with one or more of the following secondary references:

the article “An Efficient Algorithm to Estimate the Instantaneous SNR of Speech
Signals” by R. Martin (“Martin 93”) (RX-0071);

the article “Spectral Subtraction Based on Minimum Statistics” by R. Martin
(“Martin 94”’) (RX-0070);

the paper “Suppression of Acoustic Noise in Speech Using Spectral Subtraction”
by S. .Boll (“Boll”) (RX-0056);

U.S. Patent 5,706,395, entitled “Adaptive Wiener Filtering Using éDynamic
Suppressioh Factor,” to Arslan e al. (“Arslan”) (RX\-OO43); |

the paper “Magnitude Approximations for Microprocessor Implementation” by
W. Adams ef al. (“Adams”) (RX-0053); and

U.S. Patent No. 5,459,683, entitled “Apparatus for Calculating the Square Root of

the Sum of Two Squares,” to M. Uesugi et al. (“Uesugi”) (RX-0038).

For the reasons discussed below, I find that none of the claims at issue are anticipated by

or obvious in view of the prior art cited by Apple.

A

Legal Standards

It is the respondent’s burden to prove invalidity, and the burden of proof never shifts to

the patentee to prove validity. Scanner Techs. Corp. v. ICOS Vision Sys. Corp. N.V., 528 F.3d
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1365, 1380 (Fed. Cir. 2008). “Under the patent statutes, a patent enjoys a presumption of
validity, see 35 U.S.C. § 282, which can be overcome only through facts supported by clear and
convincing evidence. . ..” SRAM Corp. v. AD-1I Eng ’g,‘ Inc., 465 F.3d 1351, 1357 (Fed. Cir.
2006); see also Microsoft Corp. v. i4i Ltd. P’ship, 131 S. Ct. 2238, 2242-2253 (2011) (upholding
the “clear and coﬁvincing” standard for invalidity).

The clear and convincing evidence standard placed on the party asserting an invalidity
defense requires a level of proof beyond the preponderance of the evidence. Although not
susceptible to precise definition, “clear and convincing” evidence has been described as evidence
that produces in the mind of the trier of fact “an abiding convictioﬁ that the truth of a factual

_contention is ‘highly probable.”” Price v. Symsek, 988 F.2d 1187, 1191 (Fed. Cir. 1993) (quoting
Buildex, Inc. v. Kason Indus., Inc., 849 F.2d 1461, 1463 (Fed. Cir. 1988)).

1. Anticipation

Pursuant to 35 U.S.C. § 102," a patent claim is invalid as anticipated if:

(a) the invention was known or used by others in this country, or patented or
described in a printed publication in this or a foreign country, before the invention
thereof by the applicant;

(b) the invention was patented or described in a printed publication in this or a
foreign country or in public use or on sale in this country, more than one year
prior to the date of the application for patent in the United States;

(e) the invention was described in (1) an application for patent, published under
section 122(b), by another filed in the United States before the invention by the
applicant for patent or (2) a patent granted on an application for patent by another
filed in the United States before the invention by the applicant for patent; -

(2)(2) before such person’s invention thereof, the invention was made in this
~country by another inventor who had not abandoned, suppressed, or concealed it.

15 As explained in the revision notes and legislative reports in 35 U.S.C.A. § 100 (May 13,
2015), the language of 35 U.S.C. § 102 that was effective prior to the America Invents Act
controls in this Investigation.
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35 US.C. § 102 (2008). “A patent is invalid for anticipation if a single prior art reference
discloses each and every limitation of the claimed invention. Moreover, a prior art reference
may anticipate without disclosing a featlire of the clairﬁed invention if that missing characteristic
is necessarily present, or inherent, in the éingle anticipating reference.” Schering Corp. v.
Geneva Pharm., Inc., 3/39 F.3d 1373, 1377 (Fed. Cir. 2003) (citations omitted). -

2. Obviousness

Even if a patent is not invalid as 35 U.S.C. § 102, it may still be invalid as obvious under
35 U.S.C. § 103 if the differences between the claimed subject matter “and the prior art are such '
that the subject matter as a whole would have been obvious at the time the invention was made to
a person haVing ordinéry skill in the art.” 35 U.S.C. § 103(a) (2008).' “Obviousness is a
question of law based on underlying questions of fact.” Scanner T echg. , 528 F.3d at 1379. The
underlying factual determinations include: “(1) the scope and content of the prior art, (2) the
leve'l of ordinary skill in the art, (3) the differences between the claimed invention and the prior
art, ‘and (4) objective indicia of non-obviousness.;’ 1d. (citing Graham v. John Deere Co. .of
Kansas City, 383 U.S. 1, 17-18 (1966)). These factual determinations are often referred to as the
~ “Graham factors.” |

The critical inquiry in determining the differences between the claimed invention and the
prior art is whether there is a reason to combine the prior art references. KSR Int’l Co. v. Teleflex
Inc., 550 U.S. 398, 418-21 (2007). In KSR, the Supreme'Court rejected the Federal Circuit’s
rigid application of the teaching-suggestion-motivation test. While the Court stated that “it can

be important to identify a reason that would have prompted a persén of ordinary skill in the

1 See supra, n. 15.
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relevant field to combine the elements in the way the claimed new invention does,” it described a
more flexible analysis. Under KSR, determining whether there was an appareﬁt reason to
combine references, a court can “look to interrelated teachings of multiple patents; the effects of
demands known to the design community or present in the marketplace; and the background
knowledge possessed by a person having ordinary skill in the art.” Id. at 418. However, “the
analysis need not seek out precise teachings directed to the specific subject matter of the
challenged claim, for a court can take account of the inferences and creative steps that a person
of ordinary skill in the art would employ.” Id. Since KSR, the Federal Circuit has announced
that, where a patent challenger contends that a patent is invalid for obviousness based on a
combination of prior art references, “the burden falls on the patent challenger to show by clear
and convincing evidence that a person of ordinary skill in the art would have had reason to
attempt to make the composition or device . . . and would have had a reasonable expectation of
success in doing so.” Pharqutem T hgrapeutics, Inc. v. ViaCell, Inc., 491 ¥.3d 1342, 1360 (Fed.
Cir. 2007). |

In addition to demonstrating that a reason exists to combine prior art references, the
challenger must demonstrate that the combination of prior art references discloses all of the
limitations of the claims. Hearing Components, Inc. v. Shure Inc., 600 F.3d 1357, 1373-1374 -
(Fed. Cir. 2010) (abrogated on ot;her grounds by Nautilus, Inc. v. Biosig Instruments, Inc., 134
S.Ct. 2120 (2014)) (upholding finding of non-obviousness based on the fact that there was
substantial evidence that the asserted combination of references failed to disclose a claim
limitation); Velander v. Garner, 348 F.3d 1359, 1363 (Fed. Cir. 2003) (explaining that a
requirement for a finding of obviousness is that “all the elements of an invention are found in a

combination of prior art references”).
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B. Priority Date

The *345 patent issued on March 26, 2002 from an application filed on February 18,

1999. JX-0001. Accordingly, the 345 patent is entitled to a priority date of February 18, 1999,

C. Prior Art Status of References

Andrea does not dispute that the references relied upon by Apple are prior art under 35
| U.S.C. § 102. Compare RIB at 73 (noting that there is no dispute that the references are prior

art) with CRB at 33-47 (not diSputing Apple’s represéntation).

Diethorn issued on March 7, 2000, based on an application filed on June 18, 1997 and is
prior art under 35 U.S.C. § 102(e). RX-0047 at 0001. Hirsch was published in the Proceedings
of the IEEE International Conference on Acoustics, Speech, and Signal Processing in 1995 and is
prior art under 35 U.S.C. § 102(a) and (b). RX-0064 at 0001. Martin 93 was published in 1993
by the Internationél Speech Communications Association as part of the Proceedings of
Eurospeech and is prior art under 35 U.S.C. § 102(a) and (b). RX-0071 at 0001. Martin 94 was
published in Signal Processing VII: Theories and Applications in 1994 and is prior art uﬁder 35

U.S.C. § 102(a) and (b). RX-0070 at 0001.

Helf issued on August 27, 1996 based on an application filed on March 13, 1995 and is
ﬁrior art under 35 U.S.C. § 102(a), (b), and (e). RX-0040 at 0001. Boll was published in the
IEEE Transactions on Acoustics, Speech, and Signal Processing in 1979 and is prior art under 35
U.S.C. § 102(a) and (b). RX-0056 at 0001. Arslan issued on January 6, 1998 based on an
application filed on April 19, 1995 and is prior art under 35 U.S.C. § 102(a), (b), and (). RX-
0043 at 0001. Adams was published in October, 1983 by the IEEE and 1s prior art under 35

U.S.C. § 102(a) and (b). RX-0053 at 0001. Uesugi issued on October 17, 1995 based on an
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application filed on July 20, 1994 and is prior art under 35 U.S.C. § 102(a), (b), and (¢). RX-

0038 at 0001.

D. Anticipation

Apple argues that claims 1, 13, 14, and 38 are anticipated by Diethorn and that claims 1,
13, 21, and 38 are anticipated by Hirsch. Apple further argues that under Andrea’s interpretation
of the “magnitude” limitations, Helf anticipates claims 1, 4-7, 9-11, 21, 38-40, and 43? For the
reasons set forth below, I find that the references do not anticipate any claim.

1. Diethorn does not anticipate claims 1, 13, 14, and 38 of the 345
patent.

The purported invention disclosed in Diethorn “relates to the use of digital filtering
techniques to improve the audibility or intelligibility of speech or other audio-frequency signals
that are corrupted with noise.” RX-0047 at col. 1:6-9. Figure 2 shows the “signal flow through

various processing stages™ of an exemplary embodiment. Id. at col. 4:1-3.
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FIG. 2
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RX-0047 at Fig. 2

In Figure ‘2, audio signal (x(i)) is converted into.a plurality of sub-bands (c (k, m)) by Subband
Analysis block 40. Id. at col, 4:30-36. Signal Estimation block 50 generates a signal estimate (s
(k, m)) for each sub-band. Id. at col. 4:32-33. If speech is present, the signal estimate represents -
the sigr;al level corresponding to the speech. Id. at col. 4:33-36. Noise Estimation block 60
calculates a noise estimate (n (k, m)) for each sub-band. Id. at col. 4:37-38. The noise estimate
represents the stationary component of the corrupted signal, which is assumed to correspond to
the background noise. Id. at col. 4:38-41. |
Narrow-Band Deflection block 70 and the Broad-Band Deflection block 80 calculate a
narrowband deflection (d (k, m)) and a broadband deflection (D (k, m)), respectively, for each

sub-band. Id. at col. 4:42-55. Both the narrowband and broadband deflections are derived from
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the signal estimate and the noise estimate. Id. at col. 4:45-46. The narrowband deflection is the
signal-to-noise ratio for a given sub-band, whereas the broadband deflection is an average ofthe
narrowband deflections of a range of sub-bands centered around a given sub-band. d. at col.
7:8-17. Lumped Deflection block 90 calculates a lumped deflection (PH (k, m)) from the
narrowband and broadband deflections. Id. at col. 4:56-57. The lumped deflection indicates the
presence of speech when speech is indicated by either by the narrowband or broadband
deflection. Id. at col. 4:57-60. |

Gain Computation block 100 calculates a sub-band gain (g (k, m)) for each sub-band. /d.
at col. 4:63-64. Typically, if speech is likely present in a sub-band, a sub-band gain of 1 will be
applied; if speech is not likely to be present, a sub-band gain of less than 1 will be applied. Id. at
col. 4:64-67. At block 110, each sub-band time series is modified with its respective sub-band
gain (g (k, m)). Id. at col. 5:6-7. At block 120, the modified sub-bands are recombined into full-
band signal. Id. at col. 5:8-10.

Andrea and Staff argue that Diethorn does not anticipate claims 13 and 38 because it does
not disclose a system tﬁat has a means for or performs the step of subt.racting the detected noise
elements from the audio signal sb as to generate a signal that is “substantially” without noise.
RX-0001 at col. 10:25-29 (claim 13), col. 12:20-23 (claim 38). In support of their argument,
Andrea and Staff rely on the testimony of Andrea’s expert Dr. Douglas, who testifies that
because the “system of Diethorn does not guarantee that the gain value is less than 1 when noise
values are detécted, ... Diethorn does not teach a system that includes a subtractor that subtracts
said noise elemenfs.” CX-1888C (Douglas RWS) at Q/A 289, 325. Although Dr. Douglas does
not elaborate on.this testimony, it appéars to be based on the premise that the gain value for a

sub-band can be set to 1 and, if so set, noise will not be removed from the sub-band. RX-0047 at

51



PUBLIC VERSION

col. 4:64-67. The claims, however, do not require that all ﬁoise be removed through the
subtraction process, only that the resulting audio signal be “substantially” noise free. RX-0001
at col. 10:25-29 (claim 13), col. 12:20-23 (claim 38). ‘Although Dr. Douglas is correct that the
gain value can be set to 1, it is only set at 1 if it is determined that speech is likely present in the
sub-band. Id. at col.4:63-67. Otherwise the gain value is set to less than 1 and noise is removed
from the sub-band. /d. Doing so allows Diethorn to satisfy the claim language requiring the
géneration of a substantially noise free audio signal. RX-0047 at col. 1:6-9 (“This invention
relates to the use of digital filtering techniques to improve the audibility or intelligibility of
speech or other audio-frequency signals that are corrupted with noise.”), col. 3 :49;52 (“I believe
that through the use of my invention, noise in the speech channels of various kinds of
telecommunication equipment can be efficiently reduced, and improved subjective audio quality
can.thereby be efficiently achieved.”).

Staff also argues that Diethorn is nét an anticipatory reference because it does not
disclose “frequency bins” as required by the claims. Diethorn teaches that the audio signal being |
processed is first converted into a plurality of “sub-band[s].” Id. at col. 4:30-33. Diethorn
explicitly refers to the sub-bands as frequency bins:

Each frequency bin output from the DFT represents one new complex time-series

sample for the sub-band frequency range corresponding to that bin. The

bandwidth of each bin, or sub-band time series, is given by the ratio of sampling
frequency to transform length.

Id. at col. 6:1-6 (emphasis added). The “frequency bins” of Diethorn, however, are not the
claimed “frequency bins.” As discussed above, the parties agreed to a construction for the
claimed frequency bins that requires them to be frequency domain outputs. In contrast, the sub-
bands disclosed in Diethorn are the same as the frequency-limited time domain si gnals disclosed

in *637 patent.
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Specifically, Diethorn teaches that the “preferred sub-band analysis technique is based on
a perfect reconstruction filter bank using the discrete Fourier transform (DFT) filter bank
method.” RX-OO47 at col. 5:20-22. Diethorn notes that the DFT (Discrete Filter Bank) filter
bank method is “described in detail in R. E. Crochiere and L. R. Rabiner, Multirate Digital
Signal Processing, Prentice-Hall, Englewood Cliffs, N.J. ... at Chapter 7, ‘Multirate Techniques
in Filter Banks and Spectrum Analyzers and Synthesizers,’ pages 289-400.” RX-0047 at col.
1:53-61, col. 5:22-25. Similarly, the 637 patent teaches tl'lat the frequency-limited time domain
signals can be generated using a “generalized DFT filter bank using single side band modulation
...as aescribed, for example, in ‘Multirate Digital Signal Processing,” Ronald E. Crochiere,
" Prentice Hall Signal Processing Series.” RX-0051 at col. 4:66-col. 5:7. As argued by Apple and
discussed in more detail below in the context of domestic industry, the outputs of the DFT filter
bank disclosed in the *637 patent are in the time domain, not the frequency domain:

The ’637 specification explicitly states that the outputs of the DFT-SSB filter
bank algorithm are time domain sub-bands:

[1]t is preferred that the generalized DFT filter bank using single
side band modulation be employed . . .. In essence, the band
splitting processes, for example, 8 input points at a time resulting
in 16 output points each representing 1 time domain sample per
frequency band.

RIB at 59 (quoting RX-0051 at col. 4:66-col. 5:12) (emphasis in original); see also RIB at 10-11
(arguing that the outputs of a DFT filter bank are in the time domain, not the frequency domain).
Accordingly, the sub-bands disclosed in Diethorn are not the claimed frequency bins for the

same reasons that the frequency-limited time-domain signal sub-bands of the *637 patent are not.
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2. Hirsch does not anticipate claims 1, 13, 21, and 38.

Hirsch discloses a method for “estimating the goise spectra or the noise characteristics for
noisy speech signals.” RX-0064 at 0001."7 In the disclosed method, an incoming audio éignal is
split into sub-bands, and an “adaptive threshold” is set for each sub-band. /d. In order to set the
adaptive thresholds, noise estimate (N,) is calculated for each sub-band. Id. A sub-band’s noise
estimate (N,) is a weighted sum of the sub-band’s past magnitude values. Id. A sub-band’s
adaptive threshold is obtained by multiplying the noise estimate (N,) by an overestimation factor
(B): BN,. Id Each sub-band’s current magnitude (X;) is compared to the corresponding
adaptive threshold: X;.BN,. Id. Ifthe comparison yields a positive value, the sub-band is
deemed to contain speech. Conversely, if the comparison yields a negative value, the sub-bandﬂ
is deemed to contain noise. /d. When a sub-barlld containing speech is encountered, the system
stops estimating noise (N,) for that sub-band:

When the actual spectral component X;(k) exceeds this threshold this is R

considered as a rough detection of speech and the recursive accumulation [of N;]

is stopped. The accumulated value is taken as an estimation for the noise level at -
this time.

Id. at 0001.

Andrea and Staff argue that becguse the adaptive threshold is not updated after the onset
of speech, “Hirsch fails to disclosé the ‘threshold detector’ of claim 1, since the noise estimate is
never updated based on the detection of the position of noise elements in a frequency bin, and
‘instead a predetermined threshold is used.” CIB at 80; see also SIB at 29. Claim 1, however,

only requires that the threshold detector detect the position of noise elements for each frequency

17 Althbugh Hirsh discloses two methods for estimating noise in a signal, Apple is only relying
on the one described herein.
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bin by (1) setting a threshold for each frequency bin using a noise estimation process and (2)
detecting whether the magnitude of the frequency bin is less than the conespoﬁding threshold.
’345 patent at col. 9:41-46. It does not require that the threshold detector update the thresholds
for the frequency bins after speech is detected. The technique disclosed in Hirsch satisfies the
“threshold detector” limitation of claim 1 because it détects the position of noise elements in
each sub-band by setting a threshold for each sub-band using a noise estimation process and
determining whether the sub-band’s magnitude is less than the threshold. 18

Staff raises an additional argument with regard to Hirsch. Although Hirsch teaches that
the incoming audio signal is split into sub-bands, it does not describe the sub-bands as being in
the frequency domain. As Staff notes, “[i]t is possible that Hirsch contemplated using a filter
bapk, such as that described by Crochiere, that would not satisfy the ‘frequency spectrum
generator’ or ‘frequency bins’ limitations of the claims.” SIB at 29. As discussed above in the
context of the *637 patent and Diethorn, the DFT filter bank taught in Crochiere yields
frequency-limited sub-bands that are in thé time domain, not the frequency domain. Such sub-
bands are not frequency bins because they are not “frequency domain outputs.” Order No. 34 at
1-2. |

The only evidence identified by Apple or its expert that the sub-bands disclosed in Hirsch
correspond to the claimed frequency bins is a reference in Hirsch to “FFT based spectral
analysis.” RX-0003 (Kyriakakis DWS) at Q/A 359. Although Hirsch teaches that “[a]verage

spectral components are calculated as [a] sum over all frames of a[n] FFT based spectral

'8 Relying on the testimony of its expert, Apple argues that Hirsch’s noise estimation process
will restart after the onset of speech “[w]hen the bin magnitude falls back below the adaptive
threshold.” RX-0003C (Kyriakakis DWS) at Q/A 352. This testimony, however, is entitled to
no weight because it is conclusory and is unsupported by the disclosure of Hirsch.
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analysis,” there is no evidence that one of ordinary skill in the art at the relevant time would 'ha.ve
interpreted this statement to mean that the sub-bands are in the frequency domain. RX-0064 at
0002. The reference to “FFT based spectral analysis” encompasses DFT filter banks, which
output sub-bands in the time domain, not the frequency domain. As explained in Apple’s post-
hearing brief, a DFT filter bank uses an FFT to generate time domain sub-bands. RIB at 10-11
(“Even though an FFT is performed in the middle of this process, the process does not create
frequency bins; the additional processing results in outputting sub-bands that are time domain
signals.”).

Neither Apple nor Dr. Kyriakakis address why one of ordinary skill in the art would have
interpreted Hirsh’s disclosure of “FFT based spectral analysis™ as a reference té something other
than a DFT filter banl;. Crochiere, the reference cited by both Diethorn and the *637 patent as
disclosing DFT filter banks, was published in 1983—twelve years before the publication date of
Hirsch. RX-0059 at 0004. Diethorn, which was filed only two years after the publication of
Hirsch, reports that “using the discrete Fourier transform (DFT)'ﬁlter bank method” was-already

| “well known in the art.” RX-0047 at col. 5:2.0-24. Accordingly, as of the publication date of
Hirsch, it is likely that a person skilled in the art would have been aware that sub-bands can be
generated using DFT filter banks. Accordingly, I find that Applé has failéd to meet its burden of
establishing that Hirsch discloses the‘ claimed frequency bins.

3. Helf does not anticipate claims 1, 4-7, 9-11, 21, 38-40, and 43.

The invention disclosed in Helf “relates to a device for reducing the background noise of
“an input audio signal.” RX-0040 at col. 1:39-40. In the device disclosed in Helf, input signal 1

is split into 20 millisecond frames by framer 2.
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Each frame is combined with the last 12 milliseconds of the preceding frame to generate
windowed frames having durations of 32 milliseconds. RX-0040 at col. 4:3-6. After being |
multiplied by multiplier 6, the windowed frames are converted into the frequency domain by
FFT 8. Id. at col 4:12-14. In order to suppress noise in the signal, attenuator 12 modifies the
magnitude of the spectral components of the frequency domain components of the windowed
frame using the final frequency component gain function generated by noise suI;pression spectral
modifier 30. Id. at col. 4:38-41.

Noise suppression spectral modifier 30 generates the final frequency gain function from

estimate of background noise obtained from background noise estimator 20. Id. at col 4:18-22.
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Using the background noise estimate, Global Speech Versus Noise Detector 32 classifies each
frequency bin with a confidence level that reflects the probability that a particular frequency
component is primarily noise or primarily an audi;) signal. /d. at col. 4:22-30. Based on these
confidence levels, the gain for each frequency band is dgtermined by Local Speech Versus Noise
Detector 34. Id. at col. 4:30-31.

After the final frequency component gain .function is applied to the frequency
components of the windowed frame by attenuator 12, the frequency components are converted to
the time domain by IFFT 14. Id. at col. 4:42-44. The resulting frame of noise-reduced signal is
multiplied by window at multiplier 16. Id. at col. 4:44-45. The multiplied .frame is overlapped
and added to the previous frame by adder 18 to derive 20 milliseconds of output signal. Id. at
col. 4:45-49.

It is undisputed that the device disclosed in Helf examines the frequency bins’ power, not
their magnitude, to determine whether the frequency bins contain noise or speech. RIB at 8
(“Helf operates on signal power, not magnitude, which is a different attribute.”). As discussed
above with respect to the accused products, examining power does not satisfy the magnitude
limitations of claims 1 and 38. See, supra. Accordingly, Helf does not satisfy the “magnitude”
limitations of claimé 1 and 38. RIB at 74 (“Helf also anticipates claims 4-7, 9-11, 13-14, 21, 38-
40, and 43 if Andrea’s contentions, e.g., that power is an estimate of amplitude, are accepted. . . .
As explained above, however, the use of poWer does not fall within the scope of the claims

because power is neither émplit_ude nor an estimate of amplitude.”).

Apple argues that “[a] person of ordinary skill in the art would have understood that
Helf’s operations could be performed either on signal magnitude or signal power without any

change in the underlying functions” and “would have understood how to adapt Helf’s equations
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based on the power of a frequency bin to instead calculate the bin’s magnitude using signal
magnitude . . . without.undue experimentation.” RIB at 82 (citations omitted). This, however, is
an obviousness argument, not an anticipation argument. Moreover, it fails as an obviousness
argument because Apple does not identify a reason as to why one of ordinary skill in the art
would have so modified Helf.

E. Obviousness

Apple also contends that the dependent claims at issue are obvious in view of Diethorn,
Hirsch, or Helf in combination with one or more secondary references. Apple divides the
asserted claims into various categories and subcategories. The chart below identifies the claims

in each category and subcategory and the corresponding prior art combinations.

Category Subcategory | Claim(s) Prior Art Combinations
Minimum 4-7,9-11 | (1) Diethorn or (2) Hirsch in combination with
Tracking ‘ e Martin 93 or
Claims ' e Martin 94

8 (1) Diethorn,(2) Hirsch, or (3) Helf in
combination with
e Martin 93 or
e Martin 94
Spectral Subtraction 13 (1) Diethorn or (2) Hirsch in combination with
Subtraction e Bollor
Features . e Arslan
Filter 14 (1) Diethorn or (2) Hirsch in combination with
Multiplication e Bollor
e Arslan 4
Wiener Filter | 15,16 | (1) Diethorn or (2) Hirsch in combination with
e Boll
e Arslanor
Residual 17 (1) Diethorn or (2) Hirsch in combination with
Noise Boll
Reduction
Magnitude 21 (1) Diethorn or (2) Hirsh in combination with
Estimation : e Adams
e Uesugi
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Smoothing 23 (1) Diethorn in combination with
e Adams or
e Uesugi-
(2) Hirsch alone or in combination with
e Adams or
o Uesugi
24 (1) Hirsh aloné and in combination with
e Diethorn,
e Boll in view of Martin 93, or
e Arslan either alone or in view of Martin 93
(2) Hirsh in combination with Adams or Uesugi
and in further combination with
e Diethorn,
e Boll in view of Martin 93, or
e Arslan either alone or in view of Martin 93
Microphone 25 (1) Diethorn or (2) Hirsch in combination with
Array e Martin 93 or
_ e Martin 94
Method claims 39 (1) Diethorn or (2) Hirsch in combination with
e Martin 93 or
' e Martin 94
40 (1) Diethorn or (2) Hirsch in combination with
e Martin 93 or
e Martin 94
43 (1) Diethorn or (2) Hirsch in combination with
e Martin 93 or
e Martin 94
46 (1) Diethorn or (2) Hirsch in combination with
Martin 93
47 (1) Diethorn or (2) Hirsch in combination with

Boll

For each obviousness combination, Apple relies on Diethorn, Hirsch, or Helf as the primary

reference to provide the limitations of independent claims 1 and 38. The other references are

secondary references that Apple relies upon to provide the additional limitations required by the

dependent claims. As discussed above, the primary references fail to disclose one or more

limitations of the independent claims. Apple does not argue that the secondary references

provide the limitations of the independent claims that were missing from. the primary references.
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Accordingly, the proposed obviousness combinations fail to disclose all of the limitations of the

asserted dependent claims.

VII. UNENFORCABILITY
A. Inequitable Conduct

Apple argues that the *345 patent has been rendered unenforceable because the named
inventors Joseph Marash and Baruch Berdugo deceived the U.S. Patent and Trademark Office
(“PTO”) into allowing the claims of the ’345 patent by withholding Hirsch, Martin 93, and

Martin 94. RIB at 113-14.

1.. Legal Standards

“Inequitable cpnduct is an equitable defense to patent infringement that . . . bars
enfrorcement of a patent.” Therasense, Inc. v. Becton, Dickinson and Co., 649 F.3d 1276, 1285
(Fed. Cir. 2011). Importantly, “[u]nlike validity defenses, which are claim specific, ineduitable
conduct regarding any single claim renders the entire patent unenforceable.” Jd. at 1288 (citation
omitted). Accordingly, inequitable conduct relating to an unasserted claim renders an asserted
claim unenforceable. Id. Inequitable conduct arises when “the applicant misrepresent[s] or
omit[s] material information with the specific intent to deceive the PTO.” Id. at 1287. “Intent
and materiality are separate requirements,” and should ‘be analyzed indepehdently of each other.

Id. at 1290. Both elements must be shown by clear and convincing evidence. Id. at 1287.

The “specific intent to deceive” requirement is not satisfied by a “misrepresentation or
omission [that] amounts to gross negligence or negligence under a ‘should have known’
standard.” Id. at 1290 (Kingsdown Med. Consultants, Ltd. v. Hollister Inc., 863 F.2d 867, 876
(Fed. Cir. 1988)). Instead, it must be shown that “the patentee acted knowingly and deliberately

with the purpose of defrauding the PTO.” Id. “In a case involving nondisclosure of information,
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clear and convincing evidence must show that the applicant made a deliberaté decision to
withhold a known material reference.” Id. (quoting Molins PLC v. Textron, Inc., 48 F.3d 1172,
1181 (Fed. Cir. 1995) (quotation marks omitted). Because direct evidence of deceptive intent is
rare, circumstantial evidence can be relied upon to show intent. /d. An accused infringer relying
upon circumstantial evidence to show deceptive intent must show that “the specific intent to
deceive . . . [is] ‘the single most reasonable inference able to be drawn from the evidence.” ” Id.
(quoting Star Scientific Inc. v. R.J. Reynolds Tobacco Co., 537 F.3d 1357, 1366 (Fed. Cir.
2008)). The evidence “must be sufﬁcient to require a finding of deceitful intent in the light of
all the circumstances.” Id. (quoting Kingsdown, 863 F.2d at 873) (emphasis added by t.ﬁe
Thermasense court). Therefore, if “multiple reasonable inferences . . . may_be drawn, intent to

deceive cannot be found.” Id. at 1290-91.

A misrepresentation or omission is material if the PTO would have not have allowed a
claim “but for” the misrepresentation or omission. Id. at 1291. A withheld reference is but-for
material if the PTO would not have allowed a claim had it been aware of the undisclosed priof :
art. Hence, in assessing the materiality of a withheld reference, the court must place itself in the
shoes of the PTO. Id. at 1291-92. As such, the court “should apply the preponderance of the
evidence standard and give claims their broadest reasonable construction.” Id. Therefore, even
if it is found that a claim is not rendered invalid by a withheld reference, fhe reference may still
be material because it would have blocked the claim under the PTO’s claim construction and

evidentiary standards. Id. at 1292.
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2. Discussion
a. - Hirsch is not material.

As a threshold ma&er, in order to prove inequitable conduct, Apple must show that prior
art references allegedly withheld by Mr. Marash and Dr. Berdugo are material. Regeneron
Pharm., Inc. v. Merus N.V., 864 F.3d 1343, 1351 (Fed. Cir. 2017) (“The first sfep in an
inequitable conduct inquiry is determining whether the patentee failed to disclose but-for
material.information to the PTO.”). The materiality of the Martin references hinges upon the
materiality of Hirsch. Apple contends that the Martin references in combination with Hirsch
render certain dependent claims of the *345 patent obvious. RRB at 56. As discussed above, in
these combinations Apple relies on Hirsch to supply the limitations of independent claims 1 and
38 and relies on the Martin references to supply the additional limitations of the dependent

claims.

As discussed above, Apple asserts that Hirsch anticipates independent claims 1 and 38. I
find that Hirsch did not anticipate indepeﬁdent claims 1 and 38 because Apple has not shown by
clear and convincing evidence that Hirsch discloses the claimed “frequency bins.” See supra.
Although Apple failed to show by clear and convincing evidence that Hirsch anticipates
independent claims 1 and 38, this finding is not dispositive of the question of materiality.

T herasen;ve, 649 F.3d at 1292. In the anticipation analysis, the parties’ agreedfupon construction
for the term “frequency bin” was applied and Apple was required to show that Hirsch anticipated
the asserted claims by clear and convincing evidence. Determining whether the PTO would have
allowed the claims in view of Hirsh, requires applying the PTO’s claim construction standard
(broadest reasonable construction) and the PTO’s standard for finding claims unpatentable

(preponderance of the evidence). Therasense, 649 F.3d at 1292.
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The first issue that must be resolved is whether the construction of “frequency bin”.
applied in the anticipation analysis is different than the construction that the PTO would have
applied during prosecution. Regeneron, 864 F.3d at 1351 (“As with an invalidity analysis, the
first step in determining but-for materiality of a reference is determiniﬁg the scope of the claims
at issue. Thus, the couﬁ must first determine the broadest reasonable construction of the claims
that the PTO would have applied during prosecution.”). In finding that Hirsch did not disclose
the 'claimed “frequency bins,” I applied the term’s agreed-upon construction: “frequency domain
outputs extending between two limiting frequencies.” Order No. 34 at 1-2. None of the parties
argue that the PTO would have applied a different construction. Accordingly, I will apply the

agreed-upon construction in order to determine whether Hirsch is material.

The next step is to determine whether Hirsch discloses the claimed “frequency bins”
undef the PTO’s preponderance of the evidence standard. Regeneron, 864 F.3d at 1351. I find
that even under the PTO’s preponderance of the evidence standard, a reasonable examiner would
have allowed the claims of the 345 patent over Hirs-ch. As discussed above, Hirsch teaches that
the incoming signal is decomposed into sub-bands, but does not indicate whether thé sub-bands
are in the frequency domain. Neither Apple nor its expert have pointed to any evidence showing
that one of ordinary skill in the art would have interpreted Hirsch’s disclosure of sub-bands as
anyfhing other than time-domain sub-bands generated by a DFT filter bank. The complete
absence of such evidence makes it impossible to conclude that the sub-bands disclosed in Hirsch

are more likely than not in the frequency domain.

In support of its argument that Hirsch is material, Apple points to the Patent Trial and
Appeal Board’s (“PTAB”) decision to institute inter partes review (“IPR”) of the *345 patent.

The PTAB found that Apple “has established a sufficient basis to institute trial on the issue of
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whether claims 1-3, 12, 13, 21, 23, and 38 are anticipated by Hirsch.” JX-0144 at 0006. The
PTAB aiso found that Apple’s petition had established a sufficient basis to institute trial on
whether Hirsch in combination with other references, including Martin 93, rendered claims 4-11,
13-25, and 39-46 obvious. fa’. at 0011-12. In deciding to institute the IPR, the PTAB necessarily
found “that there is a reasonable likelihood” that Apple will prevail with respect to at least one of
the claims under review. 35 U.S.C. § 314(a). Apple argues that this finding supports its

contention that Hirsch is material. RIB at 116.

The PTAB’S finding that there was a reasonable likelihood that Apple will prevail on at
least one claim, however, is not a finding that Apple has demoﬁstrated materiality by a
preponderance of the evidence. Initiation of [PR proceedings is no guarantee that the PTAB will
find a patent invalid. As the Federal Circuit explained in TriVascular, Inc. v. Samuels, 812 F.3d
1056, 1068 (Fed. Cir. 2016), “there is a significant difference between a petitioner’s burden to
establish a ‘reasonable likelihood of success’ at institution, and actually proving invalidity by a
preponderance of the evidence at trial.”. The PTAB’s finding that Apple has a “reasonable
likelihood of success” is a preliminary decision that was made “without the benefit of a full
record.” Id.; see also In re Magnum Oil Tools International, Ltd., 829 F.3d 1364 (Fed. Cir.
2016) (“[Blecause of the ‘significant difference’ between the standards of proof at institution and
trial during an IPR, see TriVascular, 812 F.3d at 1068, it is inappropriate to shift the burden to

the patentee after institution to prove that the patent is patentable.”) (footnote omitted).

In its order instituting the IPR, the PTAB accepted Apple’s argument that Hirsch’s
reference to an “FFT based spectral analysis” discloses the limitation “generating the frequency
spectrum of said audio signél, thereby generating frequency bins of said audio signal.” JX-0144

at 0006-7. This preliminary decision was made without the benefit of a complete record. For
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instance, the PTAB did not have Apple’s post-hearing brief before it, in which Apple
distinguishes sub-bands generated by DFT filter banks from the claimed “frequency bins.” RIB
at 9-12. Moreover, in its preliminary response, Andrea did not argue that Hirsch does not

disclose “frequency bins.” Andrea will have the opportunity to do so in its response. '’

b. Apple failed to establish that Mr. Marash and Dr. Berdugo
withheld the references with the intent to deceive the PTO.

Assuming arguendo that Hirsch and the Martin references are material,'Apple has failed
to show by clear and convincing evidence that they were withheld by Mr. Marash and Dr.
Berdugo for the purpose of deceiving the PTO. As Apple notes in its post-hearing brief, Mr.
Marash and Dr. Berdugo “unquestionably knew of the references” during the prosecution of the
’345 patent. Mr. Marash’s and Dr. Berdugo’s knowledge of the references is unquestionable
because they openly and publicly acknowledged the references. Dr. Berdugo co-authored three
papers citing and discussing Hirsch and the Marti‘n references that were published during the

pendency of the 345 patent’s application:

e “Speech Enhancement for Non-Stationary Noise Environments,” Signal
Processing, Vol. 81, No. 11, Nov. 2001, pp. 2403-2418 (“Speech Enhancement
article”) (RX-0225) at 0001 (discussing Hirsch (reference [11]), Martin 93

(reference [13]), and Martin 94 (reference [94]);

' Of course, Andrea may elect not to raise this argument in the IPR. In its domestic industry
contentions, Andrea argues that

runs counter to the argument that
Hirsch does not disclose the claimed “frequency bins” because the sub-bands disclosed in Hirsch
can be generated . A party’s current litigation strategy, however, cannot
transform a reference that is not otherwise material into a material reference. :
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e “Spectral Enhancement by Tracking Speech Presence Probability in Subbands,”
Proc. JSC’01, Kyoto, Japan, 9-11, April 2001, pp. 95-98 (“Spectral Enhancement
article”) (RX-0141C) at 0002 (discussing Hirsch (reference [6]) and Martin 94

(reference [9]); and

‘e “Noise Estimation by Minima Controlled Recursive Averaging for Robust
Speech Enhancement,” IEEE Signal Processing Letters, Vol. 9, No. 1, Jan. 2002
(“Noise Estimation article”) (RX-0431) at 0001(discussing Hifsch (reference [3])

and Martin 94 (reference [6]).

During the pendendy of the ’345 patent, Mr. Marash received copies of these papers and
had them posted on Andrea’s website. See, e.g., RX-0140C at 0001-2 (email identifying the
Speech Enhancement, Spectral Enhancement, and Noise Es;timation articles as papers that should
be published on Andrea’s website). In December 2001, Mr. Marash gave a presentation to
General Motors Corporation that included four slides describing one of these papers (the Speech

Enhancement article). Tr. 494:17-496:21 (Marash); RX-0873C at 0032-35.

IfMr. Marash and Dr. Berdugo were attempting to deceive the PTO ‘by withholding the
Hirsch and Martin references, they presurﬁably would not have gone out of their way to
broadcast both the references themselves and thc_sir familiarity with them. Such conduct is
inconsistent with Apple’s theory that Mr. Marash and Dr. Berdugo were withholding the

references in order to deceive the PTO.

As evidence of intent to deceive, Apple points to Mr. Marash’s alleged inequitable
conduct with respect to U.S. Patent No. 6.198,693 (“’693 patent”) (RX-0218) and the conduct of

the prosecuting attorney Thomas Kowalski in this investigation. For the reasons discussed
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below, I find that Apple has failed to show that Mr. Marash committed inequitable conduct wifh
respect to the *693 patent, and I find that Mr. Kowalski’s conduct does not evidence that either

Mr. Marash or Dr. Berdugo committed inequitable conduct with respect to the *345 patent.

i. Apple failed to show that Mr. Marash committed
inequitable conduct with respect to the 693 patent.

The *693 patent is entitled “System and Method for Finding the Direction of a Wave-
Source Using an Array of Sensors” and issued on March 6, 2001 from an application filed on
April 13, 1998. RX-0218 at 0001. Mr. Marash is the *693 patent’s sole named inventor. Id.
Apple alleges that Mr. Marash committed inequitable conduct with respect to the *693 patent by
failing to identify the authors of a paper as co-inventors in order to avoid sharing rights in the
patent .with other companies and individuals. RIB at 121-22. The baper at issue is “On
Direction Finding of an Emitting Source from Time Delays” (the “Direction Finding paper”)
(RX-0210C) by Dr. Berdugo, Miriam Doron, Judith Rosenhouse, and Halm Azhari. Other than
Dr. Berdugo, none of the other co-authors were employed by Andrea or its sub51d1ary, Lamar.
RX-0210C at 0001. In support of its contention, Apple points to eXcerpts in the 693 patent that

appear to have been copied from the Direction Finding paper.

Although the *345 patent incofporates the 693 patent by reference, Apple is not arguing
that the alleged inequitable conduct with respect to the *693 patent infects the *345 patent, so as
to render it unenforceable. Tr. at 65:15-20. Rather Apple is arguing that Mr. Marash’s alleged
misconduct with respect to the *693 patent evidences Mr. Marash’s intent to deceive the PTO
with respect to the *345 patent. RIB at 122 (“The conclusive evidence of Mr. Marash’s
egregioue misconduct in obtaining his *693 patent—which he applied for less than a year before

filing the *345 patent application—shows that he had no qualms about deceiving the PTO for his
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personal gain.”). Apple further argues that Dr. Berdugo acquiesced to Mr. Marash’s alleged -
fraud with respect to the 693 patent, and that his écquiescence “shows that Mr. Berdugo was

also willing to deceive the PTO for his and his employer’s personal gain.” Id.

As discussed below, I find that the portions of the paper incorporéted into the *693 patent
relate to the technological background of the 693 patent, rather than the novel aspects of the
claimed invention. I further find that the paper’s co-authors did not make an inventive
contribution to the subject matter claimed by the *693 patent and that Mr. Marash did not commit

inequitable conduct with respect to the *693 patent.

(A) Portions of the 693 patent were copied into the
’693 patent application without attribution.

Excerpts of the *693 patent closely mirror excerpts from the Direction Finding paper. For -

example,
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The time delay between any two sensors is equal to the
projection of the distance vector between them along the K
vector divided by the sound velocity] Thus, the "ﬂvector can
be expressed as follows:

T =-(RK)/c I

RX-0218 at col. 7:60-64

The time delay between any two sensors is equal to the
profection of the distance vectur between them along the k
vector divided by the sound volocity.| Consequently, the de-
lay|vector can be expressed as follows:

¢’ Re= R & . (3)
Tl

RX-0210C at 0002

Compare RX-0218 at col. 8:50-67 with RX-0210C at 0002. The application that led to the >693
patent was filed on April 13, 1998. RX-0218 at 0001.2° The Direction Finding paper was
submitted for publication on February 20, 1998, almost two months before filing date of the
’693 patent. RX-0210C at 0001. Moreover, drafts of the paper existed as early as August 12,

1997. RX-0167 at 0116. It is uncontroverted that Mr. Marash had access to the Direction

20 Apple also identifies lines 22-28 of column 8 as being copied from the Direction Finding
paper. Although this excerpt appears to have been copied from the Direction Finding paper,

the *693 patent clearly indicates the original source of this material by citing to “Applied
Optimal Estimation, the MIT Press, p. 103 by Arthur Gelb (“Gelb”), which is similarly cited in
the Direction Finding paper. Compare RX-0218 at col. 8:22-28, 8:50-67 with RX-0210C at
0002. Whether he should have cited the Direction Finding paper in addition to Gelb, Mr Marash
clearly was not seeking to take credit for the material.
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' Finding article prior to its publication. At the time, Mr. Marash was president of Lamar Signal
Processing and the authors thanked “Lamar Signal Processing Israel for provi'ding the facilities
and for their assistance in performing the experiments.” RX-0210C at 0007. Mr. Marash

admitted at the hearing that he had access to the paper before its publication. Tr. at 513:2-6.

Given the similarity between the excerpts and Mr. Marash’s access to the article, I find

that the excerpts from the *693 patent were copied from Direction Finding paper.

(B) The copied portions of the Direction Finding
paper do not show that the paper’s authors are
co-inventors of the 693 patent.

Apple points to the copied portions of the Direction Finding paper to show that Mr.
Marash failed to ideritify the paper’s authors as co-inventors of the 693 patent. RIB at 122. |
Under 35 U.S.C. 102(f), a patent is required to accurately list the correct inventors of a claimed
invention. Pannu v. Iolab Corp., 155 F.3d 1344; 1349 (Fed. Cir. 1998). In order to be joint

inventors, the authors of the Direction Finding paper must have

(1) contribute[d] in some significant manner to the conception or reduction to
practice of the invention, (2) ma[d]e a contribution to the claimed invention that is
not insignificant in quality, when that contribution is measured against the
dimension of the full invention, and (3) do[ne] more than merely explain to the
real inventors well-known concepts and/or the current state of the art.

Id. The copied portions of the Direction Finding paper do not show that the paper’s authors

made an inventive contribution to the subject matter claimed by the 693 patent. .

All of the copied excerpts from the Direction Finding paper relate to determining the
sound’s direction by using the time delay in the detection-of a sound bétween microphones. The
’693 patent does not purport to claim that the use of time delays between microphones to
determine a sound’s direction is novel. The *693 patent expressly acknowledges that such

“techniques were known at the time of the invention. RX-0218 at col. 2:6-26. As an example of
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one such prior art method, the 693 patent discusses at length the paper “Voice Source
Localization for Automatic Camera Pointing System in Videoconferencing” by Hong Wang and
Peter Chu (“Voice Source paper™). Id. at col. 2:6-62. The Voice Source paper was published in
April 1997, four months before the earliest draft of the Direction Finding paper. Id. at col. 2:7-
14. The D.irection Finding paper itself acknowledges that determining the direction of a sound
source by estimating the time delay between two microphones was a “common approach” that
had been developed decades before either the Direction Finding paper or the 693 pafent
application. RX-0210C at 0001 (citing papers published in 1976, 1979, and 1981). It is not
credible that Mr. Marash intended to claim such well-known techniques, or that the examiner—
who is deemed to have “scientific competence in the field[] in which [he] work[s]”—would have
interp;eted the *693 patent application as claiming these well-known techniques. In re Berg, 320
F.3d 1310, 1315 (Fed. Cir. 2003). At most the copied excerpts show that Mr. Marash relied on
the Direction Finding paper to “explain . . . well-known concepts and/or the current state of the
art.” Pannu, 155 F.3d at 1349. Aécordingly, the copied excerpts do not show that the authors of

the Direction Finding paper are co-inventors of the 693 patent.

(C)  The authors of the Direction Finding paper are
not co-inventors of the 693 patent.

Although they generally relate to using the time-delay between microphones to determine
the direction of sound, the techniques disclosed in the *693 patent and the Direction Finding
paper are significantly different. Because of their dissimilarity, I find that the authors of the

Direction Finding paper did not make an inventive contribution to the 693 patent.

The direction-finding technique disclosed in the *693 patent is a two-step process in

which the approximate direction of a sound received by a microphone array is first determined
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and then the approximate direction is used to determirie the precise distance. *693 patent at col.
13:3-7 (“a precise-direction finder . . . for finding the precise direction of the wave source by
further processing the signals representing the waves based on the approximate direction”). A

microphone array used in a preferred embodiment of the 693 patent is shown in Figure 2.

28

21
1

FIG. 2

RX-0218, Fig. 2

Microphones 22-27 are mounted on the array’s periphery, and microphone 28 is mounted on the
upper, center of the array. RX-0218 at col. 4:47-56. Each peripheral microphone is paired with

an adj acent peripheral microphone. Id. at col. 5:62:-col. 6:6. For each pair of microphones, the

73




PUBLIC VERSION

difference (if any) in the phase of the sound received by the two microphones is determined. Id.
at col. 6:31-34. The appfoximate direction corresponds to the pair in which the phase difference
between the two microphones is smallest. Id. at col. 6:34-38; see also at col. 12:66-col. 13:2
(claim 1) (“an approximate-direction finder . . . to find the approximate direction of the wave

source in terms of a sensor pair selected among the sensors ).

The pair of microphones corresponding to the approximate direction is selected to serve
as the focal point for a “sector.” Id. at col. 6:34-38. The sector consists of the selected
microphone pair, one of the two peripheral microphones that are adjacent to the selected pair,
and the upper, center microphone. Id. at col. 6:49-52. Of the two peripheral microphones
adjacent to the selected péir, “the one with a higher zero-delay cross correlation” is selected for
the sector. Id. at col. 6:49-54. The microphones selected for the sector are used to determine the

precise direction of the sound.

Unlike the *693 patent, the Direction Finding paper does not disclose a two-step process
for determining the precise direction of a sound. Rather it discloses two alternative methods for
determining the directiqn of a sound. The time delay direction finding (“TDDF”) algorithm -
determines the direction of sound using the “estimated time delays between the array elements
(referred to as the time delay vector).” RX-0210C at 000 1‘. While the article teaches an
“optimal” method for estimating the time delay vector, it cautions that the optimal estimate is not
easily obtained in “practical applications.” Id. As an alternative, a “suboptimal” estimate of the
tfme delay vector can be used. Id. The optimal estimate and the sub-optimal estimate are
substitutes for each other, not complemeﬁts. If one could implement a system using the optimal

‘time-delay estimate there would be no reason to use the sub-optimal time-delay estimate.

Accordingly, although Apple argues the sub-optimal estimate corresponds to the 693 patent’s
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“approximate direction” and the optimal estimate corresponds to the *693 patent’s “precise
direction,” there is no suggestion in the Direction Finding paper that the results from using the
suboptimal time-delay estimate can be honed into a more precise estimate using the optimal

time-delay estimate.

Further, the method for calculating the sub-optimal time-delay vector estimate—which
Apple and its expert, Dr. Kyriakakis, identify as corresponding to the 693 patent’s technique for
determining approximate direction—is not determined by selecting the pair of rﬁicrophones with
the least phase difference between the microphones. The suboptimal time-delay vector is
determined by estimating the “time delays between the first sensor relative to all the other
sensors in the array.” RX-0210C at 0009. In order to illustrate the difference between the

methods, reference is made to the microphone array depicted in Figure 2 of the *693 patent.
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1

FIG. 2

21

RX-0218, Fig. 2

wave source in terms of a sensor pair selected among the sensors ).

i
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As discussed above, the *693 patent teaches pairing each peripheral microphone with an adjacent
peripheral microphone. RX-0218 at col. 5:62-col. 6:6. In the Figure 2 example, pairing the |

, adjacent peripheral microphones results in three pairs, e.g., 22-23, 24-25, and 26-27. The
approximate direction of the sound source is determined by identifying the pair of microphones
in which there is the least phase difference, e.g., 22-23. Id. at col. 6:34-38; see also at col. 12:66-

col. 13:2 (claim 1) (“an approximate-direction finder . . . to find the approximate direction of the
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In contrast, the Direction Finding paper teaches that, in order to determine a sound’s
direction using the suboptimal time-delay vector, a microphone in the array is selected as a
refer\ence microphone and is used to form pairs with each of the other microphones. RX-0210C
at 0009. For example, if Iﬁicrophone 22 is selected as the reference microphone, it will be used
to form five pairs from the remaining peripheral microphones: 22-23,22-24, 22-25,22-26, and
22-27. In addition, microphone 22 would be paired with upper, central microphone 28 to form a
sixth pair of microphones (22-28). Accordingly, in this example determining the suboptimal
time-delay vector utilizés twice as many microphone pairings as the approximate-direction
method. Additionally, of the nine pairs of microphones used. in the two methods, only one is
common between the two methods (22-23). Moreover, the suboptimal-time-delay-method does
not estimate the direction of the sound by idéntifying the microphone pair that has the least phase
difference, but uses all of the time-delay vectors derived from the microphone pairs to calculate

an overall time délay vector. Id. at 0002.

Given the dissimilarity between the techniques disclosed in the Direction Finding paper
and the *693 patent, I find that the inventors did not contribute to the inventive subject matter of
the *693 patent and that Mr. Marash did not commit inequitable conduct by failing to identify

them as inventors.

il Mr. Kowalski’s conduct does not show that Mr. Marash
or Dr. Berdugo committed inequitable conduct.

Mr. Kowalski prdsecuted the *345 patent while at the firm Frommer Lawrence & Haug
LLP (“FLH”). JX-0001. On September 22, 2010, Mr. Kowalski left FLH and went to Vedder
Price P.C. (“Vedder”), where he is currently a partner. Tr. at 691:6-14. As reflected in a number

of orders, Mr. Kowalski was not cooperative in responding to third-party discovery propounded
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in this investigation. Order No. 20 (Mar. 17, 2017) (denYing Mr. Kowalski and Vedder’s motion
to quash subpoenas ad testificandum and duces tecum); Order No. 25 (Apr. 25, 2017) (ordering
Andrea to secure the cooperation pf Mr. Kowélski and Vedder); Order No. 43 (July 21, 2017)
(granting Mr. Kowalski’s motion to quash hearing subpoenas); Order No. 44 (July 21, 2017)
(imposing sanctions against Andrea regarding the usé of Mr. Kowalski’s deposition). In
respohse to the respondents’ subpoenas, Mr. Kowalski and Veddef initially represented that the
prosecution files relating to the patents had not been transferred to Vedder from FLH. Tr. at
691:6-15. Mr. Kowalski admitted that this representation was false and that Vedder had in fact
received files from FLH that were responsive to the respondents’ subpoenas. Id. at 693:8-11.
Apple argues that this misrepresentation “is consistent with an attempt to cover up Andrea’s
inequitable conduct in procuring the *345 patent,” and that “Mr. Kowalski’s willingness to
prevaricate also establishes that the named inventors found a copacetic partner for their

misconduct.” RIB at 123.

Apple’s argument is undermine‘d by the fact that Mr. Kowalski and Vedder corrected
their original misrgpresentation and produced the documents that Vedder received from FLH that
were responsive to the respondents; subpoenas. Tr. at 693:2-17. While it is true that Mr.
Kowalski was unable to provide a credible explanation for the initial response, it also that true
Mr. Kowalski and Vedder amended their initial response and produced the documents. Tr. at
693:8-11 (“After we realized that this statement was not entirely correct, there was, indeed,

review and I understand produce— production of documents from what was delivered to us from
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FLH.”).2! If Vedder and Mr. Kowalski’s initial response was part of a “cover-up,” as alleged by

Apple, there is no explanation as to why Mr. Kowalski and Vedder abandoned the cover-up.

B. Equitable Estoppel

Apple argues that Andrea’s suit is baﬁed by eqﬁitable estdppel. RIB at 125-26. The
basis for Apple’s equitable estoppel defense is an “MFi Development License” that Apple
granted Andrea on July 29, 2014 (RX-0404C). In thé license, Andrea “represents and warrants
that (i) it has no knbwledge that any product of Apple, or any of its Affiliates, infringes any

‘patent owned or controlled by” Andrea. RX-0404C at 0003. Before it was terminated, the
license automatically renewed in July 2015 and July 2016. Apple argues that automatic renewals
reaffirmed Andrea’s initial representation that it was unaware that Apple’s products infringed its
patents. RIB at 125. Apple argues that “[h]ad Andrea either brought an earlier suit or corrected
its fepresentations regarding Apple’s alleged infringement, Apple would have had an opportunity
to implement alternative solutions years earlier and avoided any potential need to implement

design arounds for the later launched Apple Watch and Apple AirPods products.” Id. at 125-26.

1. Legal Standards .

In order to prove that Andrea’s suit is equitably estopped, Apple must establish that

(1) the patentee, through misleading conduct (or silence), leads the alleged
infringer to reasonably infer that the patentee does not intend to enforce its patent
against the alleged infringer; (2) the alleged infringer relies on that conduct; and
(3) the alleged infringer will be materially prejudiced if the patentee is allowed to
proceed with its claim.

21 Although Mr. Kowalski claimed that the initial response to Apple’s subpoenas was based on a
misimpression on the part of him and Vedder that the scope of Apple’s subpoenas was
commensurate with the scope of an earlier subpoena by Dell, Mr. Kowalski testified that he
“didn’t even know what is in the Dell subpoena.” Compare Tr.at 693:12-17 with id. at 693:24-
694:5. ‘
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High Point SARL v. Sprint Nextel Corp., 817 F.3d 1325, 1330 (Fed. Cir. 2016) (quoting Radio

Sys. Corp. v. Lalor, 709 F.3d 1124, 1130 (Fed. Cir. 2013)) (internal quotation marks omitted).

2. Discussion

Even if Apple could have “reasonably infer[red]” from the MFi Development License
that Andrea did not intend to enforce the *345 patent against Apple when the agreement was
signed in July 2014, Andrea provided explicit notice that Apple was infringing Andrea’s patenfs
in May 2015. Complaint, Exhibit 8; see JX-0019C (Andrea Dep. Tf.) at 37-38. Apple does not
identify any evidence that it relied on Andrea’s representation in the MFi Development License
when implementing its noise suppression algorithms. Moreover, the time elapsed between thé
May 2015 notice and the September 2016 ﬁling of the complaint was more than endugh time for
Apple to implement its purported design arounds. See RX-0009C (Iyengar WS) at Q/A 6-8, 11-

13. Apple thus cannot carry its burden on equitable estoppel.

VIII. DOMESTIC INDUSTRY

Andrea contends that its activities relating to the development apd delivery of its
Segment 300 products satisfy the domestic industry requirement undey subsections (A), (B), and
(C) of Section 337(a)(3) (19 U.S.C. § 1337(a)(3)(A)-(C)). |

A. Legal Standards

In patent-based proceedings under Section 337, a complainant must establish that an
industry “relating to the articles protected by the patent . . . exists or is in the process of being
established” in the United States. 19 U.S.C. § 1337(a)(2). Subsection (3) of Section 337(a)
provides: |

For purpéses 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
concerned —
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(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.

19 U.S.C. § 1337(a)(3). The domestic industry (“domestic industry” or “DI”’) requirement of
Section 337 consists of an “economic prong” and a “technical prong.” Certain Stringed Musical
’Instruments and Components Thereof (“St‘ringed Musical Instruments”), Inv. No. 337-TA-586,
Comm’n Op. at 13, 2009 WL 5134139, at *10 (April 24, 2008).

Under the technical prong, “the Commission examines whether the industry produces
articles covered by the asserted claims.” Alloc 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.” /d. The compiainant fnust establish that it practiées at least one claim of the
asserted patent. Certain Point of Sale Terminals and Components Thereof, Inv. No. 337-TA-
524, Order No. 40 at 17-18 (April 11, 2005).

Under long-standing practice and in accordance with section 337(a)(2)’s express
requirement that a domestic industry in the United States must relate to the “articles protected by
the patént,” and section 337(a)(3)’s requirement that a domestic industry be established “with
respect to the articles protected by the patent,” the economic prong requires that significant br
substantial expenditures be allocable to an article that practices the patent. Certain Integrated
Circuit Chips And Products Containing The Same (“Integrated Circuit Chips”), Inv. No. 337-
TA-859, Comm’n Op. at 47-51 (Aug. 22, 2014).

B. | Domestic Industry Products

Andrea relies on its Segment 300 products to satisfy the domestic industry requirement,
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. identifying specific products that implement versions of its PureAudio algorithrﬂ (the “DI
products™). Andrea divides the DI products into six catégories and asserts that each category
practices or embodies all or a subset of claims 4-11, 13, 14, 17, 21, 23, 25, 38-40, 43, 46, and 47
~ of the *345 patent. The table below identifies the categories of DI products and the

corresponding asserted claims.

DI Products ’345 Patent Claims

DA-250 Products 4-11, 13, 14, 17, 21, 23, 25, 38-40, 43, 46, and
e DA-250 (all customers) 47

e DA-250 II (all customers)
e DA-250 F (all customers)
e DA-250 Q (all customers)

Windows Products 4-11, 13,14, 17, 21, 23, 25, 38-40, 43, 46, and
e Array-2S (all versions) 47

¢ Audio Commander (version for

Windows)

e Samson

ADSP-21xx Products 4-11, 13, 14, 21, 25, 38-40, 43, and 46

o Clever Devices Public Transit
e DA-350 (all customers)

Teaklite Products | 4-11, 13, 14, 17, 21, 25, 38-40, 43, 46, and 47
¢ Bosch Speech Group

iPhone/iPad Products 4-11, 13, 14, 17, 21, 25, 38-40, 43, 46, and 47
e iPhone/iPad Apps

Audio Software Products for Mac 4-11, 13, 14, 17, 21, 25, 38-40, 43, 46, and 47
¢ Audio Commander (version for
Mac)

C. Technical Prong

Andrea asserts that the DI products literally practice all or a subset of claims 4-11, 13, 14,
17,21, 23, 25, 38-40, 43, 46, and 47 of the *345 patent. CIB at 46-75. Claims 4-11, 13, 14, 17,
21, 23, and 25 depend from independent claim 1. Claims 39, 40, 43, 46, and 47 depend from
independent claim 38. Claims 1 and 38 have similar limitations, and the parties’ contentions

with respect to each limitation are addressed below.
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1. Independent Claims 1 and 38

a. “an input for inputting an audio signal which includes a noise
signal” (claim 1)/“inputting said audio signal which includes
said noise signal” (claim 38)

\

There is no dispute between the parties that the DI products include an input for inputting

an audio signal.”> Mr. DeJaco identifies these inputs in his witness statement. CX-0007C at Q/A
1228-1273.

b. “a frequency spectrum generator for generating the frequency

spectrum of said audio signal thereby generating frequency

bins of said audio signal” (claim 1)/“generating the frequency

spectrum of said audio signal thereby generating frequency
bins of said audio signal” (claim 38)

The asserted claims require a means or step of generating the frequency spéctrum ofa
signal so as to generate “frequency bins.” ’345 patent at col. 9:38-40 (claim 1), col. 12:11-14
(claim 38). The parties agreed that the claimed “frequency bins” are “frequency domain outputs
extending between two limiting frequencies.” Order No. 34 at 1-2. Apple and Staff argue that
the DI products do not satisfy the “frequency bin” limitation because the DI products split the
audio signal into sub-bands that are in the time domain, not the frequency domain. RIB at 49-50;
SIB at 22-24.

It is undisputed that the DI products _ an
audio signal using the technique described in US Patent No. 6,377,637 (RX-0051, the “*637
patent”).,23 See Andrea’s Opposition to Respondents’ Motion for Summary Determination of No

Domestic Industry (June 22, 2017), Response to Respondents’ Undisputed Material Fact No. 12

22 There is also no dispute regarding the technical prong with respect to the preambles of claim 1
and claim 38, which do not appear to be limiting.

2 As noted above, the 637 patent was originally asserted in this investigation but was
terminated pursuant to Order No. 31 (May 10, 2017). See Comm’n Notice (May 25, 2017).
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(indicating that it is undisputed that “Andrea’s produbts split an audio signal using the technique
described in the *637 patent”); see also Tr. (DeJaco) at 320:1 8-22.2* The application for the *637
patent was filed more than a year after the application for the *345 patent, and the named
inventor of the *637 patent ié Baruch Berdugo, one of the co-inventors of the *345 pateﬁt. RX-
0051. The specification of the *637 patent explicitly discusses the application that issued as the
’345 patent, noting that the method described in the 345 patent “require[s] complex and
computationally intense FFT calculations in order to operate on the data while in the frequency
domain.” RX-0051 at col. 2:56-59 (referring to “U.S. patent Ser. No. 09/252,874,” which issued
as the °345 patent). One of the objects of the *637 patent is to avoid such complex calculations
in favor of “a simple, yet efficient mechanism, to estimate and subtract noise.” Id. at col. 3:4-8.
- To attain its objectives, the *637 patent discloses a method that includes “a band splitter for
- dividing the digital input signal into a number of frequency-limited time-domain signal sub-
bands.” Id. at col. 3:22-24.

The detailed description of the invention of the *637 patent describes a band splitter that
generates 16 frequency-limited time domain sub-bands. RX-0051 at col. 4:49-5:52. Figure 1

illustrates an overview of the noise cancellation system taught by the *637 >patent.

24 There are no relevant differences among the DI products with respect to the split function. See
Tr. (DeJaco) at 318-319.
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’637 patent (RX-0051) at Figure 1

Thé system shown in Figufe 1 receives a digital audio signal at input 102. 1d. at coi. 4:34-35.
The signal is then passed through band-splitter 104, which “divides the signal into 16 time
domain sub-band signals Yn (YO-YIS).” Id. at col. 4:49-51. Each sub-band is processed by a
separate noise processor (106n) that “reduce[s] the noise signal in each sub-band while
maintaining the source (voice) signal.” Id. at col. 4:51-54. The noise-free sub-bands are then
recombined into a single output signal by recombiner 108. Id. at col. 4:57-61. Throughout this
process, the sub-band signals are consistently described in th¢ ’637 patent as time domain
signals. See, e.g., id. at 4:50 (““16 time domain sub-band signals™), 5:11-12 (“16 output points
- each representing 1 time domain sample per frequency band”). In the detailed discussion of the

recombiner, the ;peciﬁcation notes that “both the input and output are time domain signals.” Id.

at col. 7:17-20. The ’637 patent explicitly claims an advantage over prior art that operates in the
| “frequency domain.” See id. at 7:43-50 (“It will be appreciated that the present invention

processes input data on a continuous basis in groups of as few as 8 data points 202. This
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provides a throughput advantage over related art systems that process in the frequency domain
and musf wait until sufficient data points, for example 1024, are accumulated before performing
FFT processing.”).

The specification of the *637 patent clearly describes an algorithm that splits the signal
into time domain sub-bands, not frequency domain outputs. Joseph Marash, one of the named
invéntors of the *345 patent, admitted that the *637 patent “is done in the time domain,” while

“[t]he other one [*345 patent] is done in the frequency domain.” Tr. at 484-485. Andrea’s

contract engineer, Benjamin Faber, also admitted that ||| | GccIEGINGNEEEE
_. JX-0023C (Faber Dep.) at 129:3-6. Apple’s expert, Dr.
Michael Spencer, analyzed the source code of the Andrea DI products to confirm that the |
I - sional into sub-bands in the time domain using the technique
described in the *637 patent. RX-0005C at Q/A 62-139. Dr. Spencer explained that splitting
signals into sub-bénds is a common operation in signal processing, which ;‘generate[s] time
domain sub-band signals instead of frequency bins.” RX-0005C at Q/A 43; see also RX-0003C
(Kyriakakis RWS) at Q/A 21 (“It is common in signal processing to divide a broadband signal
into a set of frequency-limited signals that remain in the time domain. . . . But the signals are not
in the frequency domain, because each signal can still be played over loudspeakers.”). Staff
‘agrees with Apple that the Andrea DI Products cannot generate the frequency domain outputs
required by the claims of the *345 paten;c, based on the description of the algorithm in the *637
patent. SIB at 22-24. In the context of this evidence, I agree with Apple and Staff that the
frequency-limited time domain sub-bands of the Andrea DI products, as described in the *637

patent, cannot meet the frequency bin limitation of the 345 patent.
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Rather than pointing to the time domain sub-bands as the claimed frequency domain

representation, Andrea identifies _
_. Andrea relies on Mr. DeJaco’s analysis of the _
used in the DI products, where he identifies certain I o c2tions.
CX-0007C at Q/A 1274-1325. Mr. Delaco points to || NG
I, /. at Q/A 1277;

see also id. at Q/A 1283, 1299, 1303, 1307, 1311, 1325. As disclosed in the *637 patent,
however, the FFT is only an intermediate step O.f the splitting function that splits the signal into
sub-bands. In this splitting process described in the 637 patent, the FFT does not convert an
input signal to its frequency representation—there a.re‘ several cc;mplex processing steps both

before and after the FFT, depicted in Figure 2:

87



PUBLIC VERSION

102 Input BAND SPLITTER
vi - 200 (104)
Collect8 |
Points 202
. Complex filter
128 Points Delay \/%04 { Coefficient (128 points)

16 Complex Multiply
POiﬁ 128 Point Buffer

16 points
T X
210

T,

v

: 16 point time A
Modulation aliasing sequence |3,
coefficients ¢
cyclic buffer < 220 p—
VA
I ¢ 216
8 X} Complex Multiply
| 218
Real(*) A
Ve > 222

16

16 point output  f
F ST S S S S
Yo Y15

FIG. 2

RX-0051 at Fig. 2. The specification of the *637 patent describes these processing steps:

In more detail, the input signal 102 is collected as 8 input points 202 that are
stored in a 128 tap delay line 204 representing a 128 point input vector which is
multiplied via a multiplier 206 by the coefficients of a 128 point complex _
coefficient pre-designed filter 208. The 128 complex points result vector is folded
by storing the multiplication result in the 128 point buffer 210 and summing the
first 16 points with the second 16 points and so on using a summer 212. The
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folded result, which is referred to as an aliasing sequence 214, is processed
through a 16 point Fast Fourier Transform (FFT) 216. The output of the FFT is
multiplied via a multiplier 218 by the modulation coefficients of a 16 point
modulation coefficient cyclic buffer 220. The cyclic buffer which contains, for
example, 8 groups of 16 coefficients, selects a new group each cycle. The real
portion of the multiplication result is stored in the real buffer 222 as the requested
16-point output 224.

Id. at col. 5:15-31. This sub-band splitting algorithm does not generate the “frequency spectrum
of said audio signal,” even in the intermediate FFT step. As explained by Dr. Spencer, the FFT
“does not operate on a raw set of audio samples. Instead, it operates on the complex time
aliasing data sequence, that was generated by windowing the input signal and then folding into a
shorter sequence.” RX-0005C at Q/A 93. The windowing and time aliasing thus transform the
signal in a particular way to use the FFT as part of the process of splitting the signal into 16 sub-
bands. The output of the FFT consists of intermediate values that are not frequency domain
outputs representing a frequency spectrum of the audio signal. The *637 patent,makes this
distinction explicitly in the context of an inverse FFT (IFFT), explaining that “[t]he process goes
through an Inverse Fast Fourier Transform (IFFT) process but both the input and output are time
domain signals.” RX-0051 at col. 7:17-20. Although an FFT or IFFT can be used to convert
signals between the time domain and the frequency domain, that is not how these proc;esses are
being used iﬁ the *637 patent or the Andrea DI products. Mr. DeJaco’s identification of - '
Il in the source code does not show that the DI products practice the frequency spectrum
limitation of the *345 patent.

In the face of this evidence, Andrea argues for a more flexible interpretation of the
frequency domain and the' time domain. Mr. DeJaco offers testimony that the Andrea DI
products represent a hybrid “time-frequency domain analysis.” CX-0007C at Q/A 15. There is

no reference to this type of hybrid analysis in the *345 or *637 patents, however, which make
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explicit distinctions between the frequency domain and the time domain. The _’345 patent’ . -
describes signals‘ that “are converted to the frequency domain through an FFT (Fast Fourier
Transform) processer” and an “Inverse Fourier Transform on the complex noise free data to
provide 512 time domain points.” *345 patent at col. 5:10-12, 5:21-24. The 637 patent, in
contrast, seeks to avoid “complex and computationally intense FFT calculations in order to
operate on the data while in the frequency domain.” RX-0051 at col. 2:56-59. When describing
an inverse FFT used to recombine its sub-bands, the *637 patent emphasizes that “both the input
and output are time domain signals.” RX-0051 at col. 7:17-20. Andrea’s suggestion that the
’345 and *637 patents operate in some kind of hybrid time-frequency domain is attorney
argument backed only by unsupported expert testimoﬁy. The record evidence points to the clear
conclusion that the Andrea DI products, using the algorithm described in the *637 patent,
generéte frequency-limited time domain sub-bands. And these time domain sub-bands do not
meet the frequency spectrum generator limitations of the *345 patent that require a frequency

spectrum consisting of frequency bins of the audio signal.?®

25 Andrea raises a few additional arguments in its post-hearing brief that do not appear to have
been disclosed in its pre-hearing brief. In particular, Andrea argues that because both the *345
and ’637 patents describe similar noise estimation processes, the methods disclosed in both
patents must operate in the frequency domain. CIB at 56-64. As part of this argument, Andrea

- appears to point to a different part of the source code for the Andrea DI products, arguing that
the magnitude of each sub-band, —, is a frequency domain
representation of the signal. Id. at 57-58. This is not consistent with Andrea’s pre-hearing brief,
however, where Andrea’s infringement contentions relied on Mr. DeJaco’s analysis and pointed
to the — See CPHB at 293-297. To the extent
that Andrea is attempting to advance a new argument based on the magnitude of each sub-band
that is used in the threshold detection step, this theory is barred pursuant to Ground Rule 8.2.

See Order No. 2 at 14 (“Any contentions not set forth in detail as required herein shall be deemed
abandoned or withdrawn”). Even if Andrea’s theory had been properly disclosed, it is
incompatible with the claim language, which references the “frequency bins” and the “magnitude
of the frequency bin[s]” as two separate quantities. See *345 patent claim 1, claim 38.

Moreover, the magnitude of each frequency bin is used in the “threshold detector” limitation,
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c. “a threshold detector for setting a threshold for each frequency
bin . . . and for detecting for each frequency bin whether the
magnitude of the frequency bin is less than the corresponding
threshold” (claim 1)/“setting a threshold for each frequency
bin using a noise estimation process” and “detecting for each
frequency bin whether the magnitude of the frequency bin is
less than the corresponding threshold” (claim 38)

Claims 1 and 38 require a means for or step of setting a threshold for each frequency bin
and detecting whether the “magnitude” of a frequency bin is less than a corresponding thrc?shold.
’345 patent at col. 9:41-47, col. 11: 16-18. Andrea relies on Mr. Delaco’s analysis of Andrea’s
source code as evidence that the DI products practice this limitation. ‘CX-OOO‘7VC at Q/A 1326~
1343. There is no dispute from the other pafties that these products practice this limitation.

2. Depehdent Claims

There are no disputes between the parties regarding domestic industry for the limitations
of the asserted dependent claims, but because none of the DI products satisfy the “frequency
spectrum generator” limitation of claim 1 or claim 38, there is no DI product that practices any
asserted claim of the ’345 patent.

D. Economic Prong

The statute’s protections “apply only if an industry in the United States, relating to the
articles protected by the patent . . . exists or is in the process of being established.” 19 U.S.C.
§1337(a)(3) (emphasis added). As discussed with respect to the technical prong,' Andrea has
failed to demonstrate that it makes or ever has made a product that practices the claims of the

’345 patent. Nor does the record contain evidence that Andrea expends or has expended any

which is separate from the “frequency spectrum generator” limitation. /d. The fact that similar
threshold detectors are used in the *345 patent and the *637 patent only shows that the DI
products practice the “threshold detector” limitation. Andrea must prove that the DI products
practice each limitation of the claims, and it has not carried its burden to show the DI products
generate the claimed frequency spectrum. '
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sums on developing a product that practices the *345 patent. Andrea’s evidence relates to the
product that practices the ‘637 patent, which is not asserted in this investigation. In the absence
of any expenditures relating to a domestic industry article that practices the frequency spectrum

generator limitations of the *345 patent, Andrea fails to satisfy the economic prong.

IX. REMEDY & BONDING

Andrea seeks a limited exclusion order (“LEO”). In the event that a violation is found, I
recommend that an LEO should be issued. Andrea also seeks a cease and desist order “(CDO”)
against Apple based on significant inventories in the U.S. of allegedly infringing products.

A. Public Interest and Remedy

If the Commission determines that there is a violation of section 337, it must also
determine whether any proposed remedy would have an adverse effect on the public interest. In
this investigation, the Commission has ordered that “the presiding administrative law judge shall
take evidence or other information and hear arguments from the parties or other intelﬁested
persons with respect to the public interest in this investigation, as appropriate, and provide the
Commission with findings of fact and a recommended determination on this issue, which shall

be limited to the statutory public interest factors set forth in 19 US.C. §§- 1337(d)(D), (H(D), (g)(D).
Notice of Investigation, 81 Fed. Reg. 73418-19 (Oct. 25, 2016) ‘at 2. The statutory public intefest
factors are (1) the public health and welfare; (2) competitive conditions in the U.S. economy; (3)
U.S. production of articles that are like or directly competitive with those that are the subject of

- the investigation; and (4) United States consumers. Id. at 1337(d)(1). There have been very few

instances in the history of the Comlﬁission where the public interest factors were deemed to

preclude implementation of the statutory penalties for violation. See Spansion, Inc. v. Int’l Trade
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Comm’n, 629 F.3d 1331, 1360 (Fed. Cir. 2010) (public interest discussion appropriately focused
on “some important health or welfare need”).

Andrea says the public interest factors (“national security or life and death) would not be
affected by an LEO, and that Apple could easily design around or disable infringing components
of its products within about three months. CIB at 139. Andrea maintains that its proposed
remedy would have no adverse effect on the public interest because the evidence shows that
Ap‘plAe’s loyal customers would wait to purchase non-infringing Apple products during the period
of any re-design. Other consumers could purchase products made by different manufacturers.
Andrea maintains that the features of Apple products that relate to public health and welfare
could be supplied by competitors and wqﬁld remain available to existing users. Andrea argues
that there is no evidence U.S. jobs would be lost if an LEO were issued.

Apple maintains that any remedy should be delayed to allow it to redesign its products
~and to permit the sale of existing products to avoid waste. Apple asserts that an LEO, if issued,
should include exceptions for warranty, refurbishment and government use, and should include a
certification provision. Apple points to the widespread applications and volume of sales of its
devices and maintains that competitors’ products would not readily fit “the Apple ecosystem.”
RIB at 144. Apple maintains that its products could not easily be replaced, even with other
Apple products. In support of its arguments, Apple points to Certain Microprocessors,
Components Thereof, & Prods. Containing Same (“Microprocessors”), Inv. No. 337-TA-781,
Initial Determination, 2012 WL 6883205 (Dec. 14, 2012).% Apple challenges the evidentiary

basis for many of Andrea’s assertions concerning the likely effect of an exclusion order.”’

26 Apple asserts that the ALJ in the 781 investigation found that an exclusion order against
Apple’s desktop and laptop computers would significantly damage the public interest, negatively
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Apple asserts that any remedy should be tailored to lessen possible burdens on

consumers. Specifically, Apple seeks time to implement an alternative to the accused software.
|
|
] Apple says it would not save time to disable the accused algorithm
rather than replacing it. Apple requests that any remedy permit the sale of existing products with
a software update. |

It is established that there is a massive market for Apple products in the United States ’and
that exclusion of Apple products from the U.S. market, even for a relatively short time, would
have a signiﬁcént impact not only on Apple and its employees but on consumers, merchants, and
institutions that rely on Apple products. See Tr. 409:8-11 (Apple sells' approximately 15 million
iPhones in a quarter); RX-0010C (Jaynes at Q/A 8-11) (Apple employs about 80,000 persons in
the U.S., another 450,000 are employed by Apple’s U.S.-based suppliers, and an estimated 1.5
million U.S. jobs are attributable to Apple’s “ecosystem™); RX-1581. Given the widespread

reliance on Apple products in the healthcare industry, the education industry, and the U.S.

business community generally, see Tr. 422:19-423:12; RX-0006C (Vander Veen Q/A 16-25, 35-

affect competitive conditions in the U.S. personal computer market, and adversely affect U.S.
consumers. Apple omits mention of the fact that the ALJ concluded nevertheless that it was “not
clear” whether the Commission should order exclusion of all the infringing products and
recommended a delay in the entry of an exclusion order “by at least nine months.”
Microprocessors, 2012 WL 6883205 at *173-174.

27 Apple cites the EPROMs factors as support for its arguments, but the EPROMs factors do not
apply in this factual setting. The EPROMs analysis sometimes is applied to determine whether
products beyond those accused in an investigation should be excluded because they contain
infringing articles. In this case, the patent itself does not cover any separate article of commerce,
so any exclusion order must apply to Apple products that practice the patent. See SIB at 50
(citing Certain Integrated Circuit Devices and Prods. Containing the Same, Inv. No. 337-TA-
873, Order No. 54 (Feb. 19, 2014)).
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36), it is not implausible that health and welfare services could be disrupted and adverse
consequences for the public interest could ensue. While it is true that Apple’s competitors might
be able to step in to replace some excluded Apple products, see CX-0008C at Q/A 36; CX-
1889C at Q/A 12; Tr. at 420:14-22, it also is true that the competitors’ products might not fill the
needs of consumers with investments in Apple’s particular computing environment. See Tr. 288:
11-289:16-18. In light of these facts, I recommend that any remedy, including an LEO, be
delayed for a period of three months to one year to permit Apple to respond to the finding of
~ infringement and implement an alternative. In addition, I recommend that any LEO include
exceptions for warranty, refurbishment, and government use, as well as a certification provision.
I also find that Apple maintains significant inventory in the U.S., see JX-0024C,
Appendix D, and I recommend that a CDO be issued to prevent Apple from selling infringing
products. I agree with Apple that the CDO should permit the sale of products after the
implementation of an appropriate software update that is downloaded upon first use by the
consumer.

B. Bond

The amount of a bond during the 60;day Presidential review period, if any, must be -
“sufﬁcient to protect the complainant from any injury.” 19 U.S.C. § 1337(j)(3). Andrea argues
that a reasonable royalty rate for the *345 patent can be calculated based on its sthware license
agreement with Samsung, in which the parties agreed to a I
for the use of one of Andrea’s software products. JX-0038C at 7; CX-0021C. Apple maintains
that Andrea does not sell consumer electronics products that compete with Apple’s products and
would not lose sales during any Presidential review period, and therefore no bond should be

imposed. Apple maintains that if a bond is imposed, it should reflect lower rates in other Andrea
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agreements licensing the ‘345 patent. Andrea questions whether these other agreements are
appropriate comparators.

I agree with Staff that a reasonable rate is the ||| | j qJJJEE in the Samsung license
agreement.

X. CONCLUSIONS OF LAW

Based on the foregoing, and the record as a whole, it is my final initial determination that
there is no violation of section 337 of the Tariff Act of 1930, as amended, 19 U.S.C. § 1337, in
the importation into the United States, the sale for importation, and/or the sale within the United
States after importation of certain audio processing hardware, software, and products containing
the same by reason of infringement of U.S. Patent No. 6,363,345 (“the *345 patent™).
| This determination is based on the following conclusions of law:

a. The Commission has subject matter jurisdiction over this investigation, in personam
jurisdiction over Apple, and in rem jurisdiction over the accused Apple audio processing
hardware, software, and products containing same.

b. There has been an importation into the United States, sale for importation, or sale within
the United States after importation of the accused Apple audio processing hardware,
software, and products containing same. '

c. Andrea does not have standing to assert the *345 patent without joining another party.

d. The accused Apple products do not infringe claims 4-11, 13-16, 21, 23-25, 38-40, 43, and
46 of the *345 patent. o

e. Claims 1,4-7,9-11, 13, 14, 21, and 38 of the 345 patent are not invalid as anticipated.

f  Claims 4-11, 13-17, 21, 23-25, 39, 40, 43, 46, and 47 of the *345 patent are not invalid as
obvious.

g. The ’345 patent is not unenforceable due to inequitable conduct or equitable estoppel.

h. A domestic industry has not been shown to exist in the United States as required by
subsection (a)(2) of section 337.

I hereby certify the record in this investigation to the Commission with my final initial
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determination. Pursuant to Commission Rule 210.38, the record further comprises the
Complaint and exhibits thereto filed with the Secretary, theMarkman order, and the exhibits
attached to the parties’ summary determination motions and the responses thereto. 19 C.F.R.
§ 210.38(a).

Pursuant to Commiséion Rule 210.42(c), this initial determination shall become the
determination of the Commission 45 days after the service thereof, unless a party files a petition
for re;/iew pursuant to Commission Rule 210.43(a), the Commission orders its own review
pursuant to Commission Rule 210.44, or the Commission changes the effective date of the initial
determination. 19 C.F.R. § 210.42(h)(6).

Within ten (10) days of the date of this Initial Determination, each party shall submit to
the Administrative Law Judge a statement as to whether or not it seeks to have any portidn of
this document deleted from the public version. See 19 C.F.R. § 210.5(f). A party seeking to
have a portion of thg: order deleted from the public Vgrsion thereof must attach to its submission a
copy of the order with red brackets indicating the portion(s) asserted to contain confidential

business information.?® The parties’ submissions under this subsection need not be filed with the

28 To avoid depriving the public of the basis for understanding the result and reasoning
underlying the decision, redactions should be limited. Parties who submit excessive redactions
may be required to provide an additional written statement, supported by declarations from
individuals with personal knowledge, justifying each proposed redaction and specifically
explaining why the information sought to be redacted meets the definition for confidential
business information set forth in Commission Rule 201.6(a). 19 C.F.R. § 201.6(a).
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Commission Secretary but shall be submitted by paper copy to the Administrative Law Judge
and by e-mail to the Administrative Law Judge’s attorney advisor.

SO ORDERED.

Dee LAl

Dee Lord
Administrative Law Judge
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Lisa R. Barton, Sedretary
U.S. International Trade Commission

500 E Street, SW, Room 112
Washington, DC 20436
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Goutam Patnaik, Esq. ‘ [[] Via Hand Delivery
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Washington, DC 20005-2004 ] Other:

On Behalf of Respondent Apple Inc.:

Ching-Lee Fukuda [] Via Hand Delivery
SIDLEY AUSTIN LLP ’ ¢ Via Express Delivery
787 Seventh Avenue [ Via First Class Mail
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UNiTED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

In the Matter of

CERTAIN AUDIO PROCESSING Investigation No. 337-TA-1026
HARDWARE, SOFTWARE, AND '
PRODUCTS CONTAINING THE SAME

NOTICE OF COMMISSION DECISION NOT TO REVIEW AN INITIAL
DETERMINATION GRANTING IN PART A MOTION FOR SUMMARY
DETERMINATION OF NONINFRINGEMENT

AGENCY.: U.S. International Trade Commission.
ACTION:  Notice.

SUMMARY: Notice is hereby given that in the above-captioned investigation the U.S.
International Trade Commission has determined not to review the presiding administrative law
judge’s (“ALJ”) initial determination (“ID”) (Order No. 47), which granted in part a motion for
summary determination of noninfringement.

FOR FURTHER INFORMATION CONTACT: Sidney A. Rosenzweig, Office of the
General Counsel, U.S. International Trade Commission, 500 E Street, S.W., Washington, D.C.
20436, telephone (202) 708-2532. Copies of non-confidential documents filed in connection
with this investigation are or will be available for inspection during official business hours (8:45
a.m. to 5:15 p.m.) in the Office of the Secretary, U.S. International Trade Commission, 500 E
Street, S.W., Washington, D.C. 20436, telephone (202) 205-2000. General information
concerning the Commission may also be obtained by accessing its Internet server
(https://www.usitc.gov). The public record for this investigation may be viewed on the
Commission's electronic docket (EDIS) at https.//edis.usitc.gov. Hearing-impaired persons are
advised that information on this matter can be obtained by contacting the Commission’s TDD
terminal on (202) 205-1810.

SUPPLEMENTARY INFORMATION: The Commission instituted this investigation on
October 25, 2016, based on a complaint filed by Andrea Electronics Corp. of Bohemia, New
York (“Andrea”). 81 Fed. Reg. 73418 (Oct. 25, 2016). The complaint alleges violations of

" section 337 of the Tariff Act of 1930, as aniended, 19 U.S.C. § 1337 by reason of infringement =~~~ =~~~

of claims 1-25, 38-40, and 42-47 of U.S. Patent No. 6,363,345 (“the *345 patent), as well as
certain claims from U.S. Patent No. 6,049,607 (“the 607 patent”) and U.S. Patent No. 6,377,637
(“the *637 patent”). The Commission’s notice of investigation named the following respondents:
Apple Inc. of Cupertino, California (“Apple™); Samsung Electronics Co. of Gyeonggi-do, Korea;
and Samsung Electronics America, Inc. of Ridgefield Park, New Jersey (collectively,



“Samsung”). The Office of Unfair Import Investigations is also a party in this investigation. On
May 25, 2017, the Commission issued a notice terminating the investigation as to the *637 patent,

" - and on June 30, 2017, the Commission issued a notice terminating the investigation as to

the *607 patent.

On June 12, 2017, Apple moved for summary determination of noninfringement of the
asserted claims of the *345 patent. On June 22, 2017, Andrea and the Commission investigative
attorney filed oppositions to the motion. On June 27, 2017, Apple filed a reply.

On July 28, 2017, the ALJ granted the motion in part as the subject ID (Order No. 47).
See 19 C.F.R. § 210.42(c)(1). The ID finds that Andrea cannot rely on the doctrine of
equivalents for infringement of the *345 patent because certain statements in the file history of
the patent give rise to prosecution history estoppel. Order No. 47 at 6-7, 10-15. The ID thus
granted summary determination of noninfringement under the doctrine of equivalents. Id. at 15.
Order No. 47 denied summary determination as to literal infringement of the *345 patent. Id. at
7-10. That denial of summary determination is an order not now before the Commission. See 19
C.F.R. § 210.42(c)(1).

No petitions for review of the ID were filed. The Commission has determined not to
review the ID.

The authority for the Commission’s determination is contained in section 337 of the
Tariff Act of 1930, as amended, (19 U.S.C. § 1337), and Part 210 of the Commission’s Rules of
Practice and Procedure (19 CFR part 210).

By order of the Commission.

ohas>

Lisa R. Barton
Secretary to the Commission

Issued: August 29, 2017
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UNITED STATES INTERNATIONAL TRADE COMMISSION

Washington, D.C.

In the Matter of

CERTAIN AUDIO PROCESSING Inv. No. 337-TA-1026
HARDWARE, SOFTWARE, AND B ‘
PRODUCTS CONTAINING THE SAME

ORDER NO. 47: GRANTING-IN-PART AND DENYING-IN-PART APPLE’S
MOTION FOR SUMMARY DETERMINATION OF NON-
INFRINGEMENT OF THE ’345 PATENT

(July 28,2017)

On June 12, 2017, Respondent Apple Inc. (“Apple”) filed a mofion for summary
determination of non-infringement of U.S. Patent No. 6,363,345 (“’345 patent™) (Motioﬁ Docket
No. 1026-43) (“Motion” and “Memorandum”). According to Apple, in reaching his opinion that
the accused Apple devices litgrally infringe the asserted claims, Complainant Andrea Electronics
Corporation’s (“Andrea”) expert applied a construction of “magnitude” that had been rejected in
the Markman order. Apple also argues that prosecution history estoppel bars Andrea from
relying on the doctrine of equivalents (“DOE”) to show that the “magnitude” limitations of the
asserted claims are satisfied. On June 22, 2017, Andrea filed its opposition to Apple’s motion
(“Opposition”). On the same day, the Office of Unfair Import Investigations (“Staff”) filed a
response opposing Apple’s motion (“Staff’s Response™). On June 27, 2017, Apple filed a reply
in support\of its motion.

For the reasons set forth below, Apple’s motion for summary determination of non-
infringement is hereby DENIED with respect to literal infringement and GRANTED with respect

‘to infringement under the DOE.
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I. BACKGROUND
A. Andrea’s Infringement Allegations

Andrea is asserting independent claims 1 and 38 against Apple.! These claims require a
means for or step of detecting whether the “magnitude” of a frequency bin is less than a
threshold. ’345 patent, col. 9:41—46 (claim 1), col. 12:16-19 (claim 38). During claim
construction proceedings, the parties disputed the meaning of the term “magnitude.” Andrea
argued that the term referred to a signal’s “level,” while Apple contended that the term referred
to the signal’s “amplitude.” See, generally, Order No. 34 (Jun. 1, 2017) at 34-40. Respondents |
Samsung Electronics Co., Ltd., and Samsung Electronics America, Inc., (collectively,
“Samsung”) and Staff argued that no construction was necessary, although Samsung indicated
that it believed that Apnle’s proposed construction was correct. Id. at 34-35. I found that the
term “magnitude” means “amplitude,” which includes estimates of amplitude. /d. at 39-40. I
further noted that, although “Respondents [sought] to distinguish magnitude and amplitude from
other measur‘es, such as power and signal-to-noise ratio,” it was “premature to decide whether
the use of any alternative measure or estimate of amplitude may fall within the scope of the
claims, either literally or under the doctrine of equivalents.” Id. at 38 n. 16.

On May 23, 2017, a week before the Mdrkman order issued, Andrea served the report of
its expert Andrew DelJaco. In his report, Mr. DeJaco opines that the accusedApple products
infringe the “magnitude” limitations of claims 1 and 38 both literally and under the DOE.
According to Apple, Mr. DeJaco’s opinion fhat the products literally infringe is based on

Andrea’s proposed construction of “magnitude,” which was rejected. Id. at 34-40.

! In their papers, the parties fail to identify the dependent claims that are being asserted against
Apple. There is, however, no dispute that the asserted dependent claims depend from either
claim 1 or claim 38.
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B. Prosecution History

The application that led to the 345 patent contained 49 application claims. ’345 Patent
Application at APL-ITC1026-230897.2 Ultimately, application claims 1 and 39 issued as claims
1 and 38, respectively. Apple’s prosecution history estoppel argument turns on the third office
action, in which the examiner rejected the pending claims under 35 U.S.C. § 112.

As originally drafted, application claims 1 and 39 required an apparatus or method for
cancelling noise from an audio signal by: (1) converting the audio signal into a series of
frequency bins and (2) detecting whether each frequency bin is within a “said threshold.” Id. at
APL-ITC1026-00230922, APL-ITC1026-00230928. The apblication claims did not recite a
means for or step of setting the “said threshold” and were rejected under paragraphs 1 and 2 of
35 U.S.C. § 112. Third Office Actioﬁ at APL-ITC1026-00231021-22.°

To overcome the rejections, the applicants amended the claims to require “setting a
threshold for each frequency bin using a noise estimation process.” Response to Third Office
Action (Sept. 28, 2001) at APL-ITC-1026-0231033, APL-ITC-1026-0231036. The applicants
also amended the claims to‘require detecting whether the “magnitude” of each frequency bin is
less than the corresponding threshold. Id. Prior to this amendment, the claims required detecting
‘whether the “frequency bin”—not the magnitude of the frequency bin—was within a threshold.
1d. The applicants sta£ed that the changes were not made “for the purpose of patentability within
the meaning of 35 U.S.C. sections 101, 102, 103 or 112,” but rather were “made simply fdr

clarification and to round out the scope of protection to which Applicants are entitled.” Id. at

2 Relevant portions of the 345 patent’s file history are attached as exhibit 1 to Apple’é motion.

3 The Leahy-Smith America Invents Act, Pub. L. No. 112-29, 125 Stat. 784 (2011) (“AIA”) re-
designated paragraphs 1 and 2 of 35 U.S.C. § 112, as subsections (a) and (b). During the
prosecution of the *345 patent, the examiner applied the pre-AIA version of 35 U.S.C. § 112.
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APL-ITC-1026-0231030. The examiner allowed the amended claims. Notice of Allowance

(Oct. 10, 2001) at APL-ITC-1026-0231040-41.

C. The Accused Products

The accused Apple products use digital sigﬁal processing software to perform noise
suppression. Memorandum at 5 (citing Dejaco Expert Report at 50-51).* The software estimates
the noise iﬁ an audio signal and then rémoves the noise. /d. (citing DeJaco Expert Report at 58,
64, 69, 95, 103, 111, and 282-83). | KGN
—.' Id. at 6 (citing transcript of Qing Yang’s May 4, 2017 deposition at 17:2-
182
Deposition Tr. of Dr. Andrew Singer (“Singer Tr.”) at 20:8-12 ([ GGcI_GIzINININGEE
|
| _); Expert Report of Dr. Andrew Singer (“Singer Report”) at 193 n. 3
(—); Understanding Digital Signal Processing,
Richard Lyons (i
—).6 In certain contexts, — See,

e.g., Singer Report at § 193.

* Excerpts of the report of Andrea’s expert Andrew DeJaco are attached as exhibit 2 to Apple’s
motion and exhibit N to Andrea’s opposition.

> The deposition transcript of Qing Yang is attached as exhibit 3 to Apple’s motion.

S Dr. Singer is an expert witness for Samsung. Excerpts of his deposition transcript and expert
report are attached as exhibits L and M, respectively, to Andrea’s opposition. Excerpts of Lyons
are attached as exhibit 7 to Apple and Samsung’s initial Markman brief.
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II. APPLICABLE LAW .
A. Summary Determination

Commission Rule 210.18 governing summary determination states, in part:

The determination sought by the moving party shall be rendered if

pleadings and any depositions, answers to interrogatories, and admissions

on file, together with the affidavits, if any, show that there is no genuine

issue as to any material fact and that the moving party is entitled to a

summary determination as a matter of law.
19 C.F.R. § 210.18(b). By analogy to Fed. R. Civ. P. 56(a), in deciding whether to grant
summary determination the evidence “must be viewed in the light most favorable to tﬁe party
opposing the motion . . . with doubts resolved in favor of the nonmovant.” Crown OEeraz‘ions
Int’l, Ltd. v. Solutia, Inc., 289 F.3d 1367, 1375 (Fed. Cir. 2002) (citations omitted); see also
Xerox Corp. v. 3Com Corp., 267 F.3d 1361, 1364 (Fed. Cir. 2001) (“When ruling on a motion
for summary judgment, all of the nonmovant’s evidence is to be credited, and all justifiable
inferences are to be drawn in the nonmovant’s favor.”). “Issues of fact are genuine only “if the
evidence is such that a reasonable [fact finder] could return a verdict for the nonmoving party.””
Crown Operations Int’l, 289 F.3d at 1375 (quoting Anderson v. Liberty Lobby, Inc., 477 U.S.
242,248 (1986)). The trier of fact should “assure itself that there is no reasonablc version of the
facts, on the summary judgment record, whereby the nonmovant could prevail, recognizing that
the purpose of summary judgment is not to deprive a litigant of a fair hearing, but to avoid an
unnecessary tr-ial.” EMI Group N. Am., Inc. v. Intel Corp., 157 F.3d 887, 891 (Fed. Cir. 1998)
(citations omitted). “In other words, ‘[sJummary judgment is authorized when it is quite clear
what the truth is,’ [citations omitted], and the law requires judgment in favor of the movant. based

upon facts not in genuine dispute.” Paragon Podiatry Lab., Inc. v. KLM Labs., Inc., 984 F.2d

1182, 1185 (Fed. Cir. 1993).
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B. Prosecution History Estoppel

Présecution history estoppel is a “rule of patent construction” that requires claims to be
interpreted in light of the application claims “that have been cancelled or rejected.” F esto Corp.
v. Shoketsu Kinzoku Kogyo Kabushiki Co., 535U.S. 722,733 (2002) (“Festo. VIIT?) (quoting
'Schriberv—Schroth Co. v. Cleveland Trust Co., 31'1 U.S. 211, 220;221 (1940)) (ciuotation marks
omitted). Prosecution history estoppel arises from “a narrowing amendment made to comply
with any provision of the Patent Act, includingv§ 112.” Festo Corp. v. Shoketsu Kinzokﬁ Kogyo
Kabushiki Co., 344 F.3d 1359, 1366 (Fed. Cir. 2003) (“Festo IX). “A rejection indicates that
the patent examiner does not believe the original claim could be patented,” and the patentee’s
“decision to forgo an appeal and submit an amended claim is taken as a concession that the
invention as patented does not reach as far as the original cléim.” Festo VIII 535 U.S. at 734.
Accordingly, while the DOE “allows the patentee to claim those insubstantial alterations that
were not captured in drafting the original patent claim,” the patentee cannot rely on the DOE to
capture subject matter surrendered during prosecution. Id. at 733.

Deterfnining whether prosecution history estoppel applies is a two-step process. The first
step is determining whether the afnendment at issue was a narrowing amendment. Fesfo LX, 344
F.3d at 1366 (citing Pioneer Magnetics, Inc. v. Micro Linear Corp., 330 ¥.3d 1352, 1356
(Fed.Cir.2003)). The second step is determining whether the narrowing amendment was made
for a substantial reason relating to patentability. /d. If the reasoﬁ for the narrowing amendment
is not apparent from the prosecution history, it is presumed to have been made for a “substantial
reason relating to patentability.” Warner—]enkinson Co. v. Hilton Davis Chemical Co.\, 520 U.S.
33 (1997); see also, Festo IX, 344 F.3d at 1366-67.

After it is determined that prosecution history estoppel applies, the scope of the subject

matter surrendered by the patentees must be determined. Festo IX, 344 F.3d. at 1367. Thereisa
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presumption that the patentee “surrendered all territory between the original claim limitation and
the amended claim limitati;)n.” Festo VIII, 535‘ U.S. at 740. This presumption, however, can Be
rebutted if the patentee can show that (1) the equivalent at issue was unforeseeable at the time of
the application, (2) the rationale underlying the amendment bears no more than a tangential
relatio‘n to the equivalent in question, or (3) there was “some other reason suggesting thét the
patentée could not reasonably be expected to have described the insubstantial substitute in
ciuestion.” Id. at 740-41.

Questioﬁs relating to the application and scope of prosecution history estoppel are
questions of law. Festo LX, 344 F.3d at 1368.

III. DISCUSSION

A. Apple is not entitled to summary determination of no literal
infringement.

Apple argues that it is entitled to summary determination of no literal infringement
because Andrea’s expert Mr. DeJaco does not provide an opinion in his report on whether the
accused Apple products literally infringe the asserted claims under the construction of
“magnitude” adopted in the Markman order. In the Markman order, I found that “magnitude”
meant “amplitude,” including estimates of amplitude. Order No: 34 at 40. In response, Andrea
argues that Mr. DeJaco provides opinions that support its contention that the Apple products
satisfy the magnitude limitations of claim 1 and 38 under the construction of magnitude adopted
in the Markman order.

As discussed above, the accused Apple products perform noise cancellation _

_ Andrea points to two portions of Mr. DeJaco’s expert report,
wheein he opines tha [N
In s0 doing— N 1. D<aco implicitly



PUBLIC VERSION

—. "The first opinion cited by Andrea occurs in the context of

- Mr. DeJaco’s DOE analysis:

B (Scc, c.o., *345 Patent, col. 2:60-62.)

DelJaco Expert Report at 137. The second opinion occurs in the context of Mr. DeJaco’s
infringement analysis of claim 21. Claim 21 depends from claim 1 and requires “an estimator
for estimating a magnitude for each frequen.cy bin.” ’345 patent at col. 10:55-57. Mr. DeJaco
opines that the Apple products estimate a magnitude for each frequency bin, as required by claim
21,
B’ D<aco Expert Report at 176-77. | R
O s

Respondents’ Initial Markman Brief at 37 (noting that magnitude is the square root of the sum of
the square of the real and imaginary components of a frequency domain output).

Apple argues that Andrea cannot rely upon these opinions to show literal infringement of
claim 1 and 38, beéause these opinions are presented in the context of Mr. DeJaco’s DOE
analysis and his infringement analysis of claim 21. Reply at 3-4. Although this may limit the
scope of Mr. DeJaco’s expert testimony at hearing, in opposition to a motion for sumfnary
determinétion Andrea is allowed to cite any eviden.ce that is consistent with its infringement
‘contentions. Apple does not assert that Andrea failed to timely disclose its contention that the
accused products literally infringe the magnitude limitation because I
_ Accordingly, Andrea can rely on the ;:ited opinions from Mr. DelJaco’s expert report

to support its contention that there is a genuine issue of material fact on literal infringement.

/
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Apple also argueé that Mr. DeJaco’s opinions do not raise a genuine dispute of material
fact because they are conclusory and unsupported. Reply at 8-10. Andrea, however, points to
evidence that supports Mr. DeJaco’s opinions. For instance, Andrea argues that the *345 patent
uses the terms ||| | | | | . (- spccification explains how a
signal is broken down into frequency bins, so that the “magnitude” for each frequency bin can be
estimated. ’345 patent, col. 5:35-36. The estimated frequency magnitude is then used to
estimate noise. Id. at col. 5:55-60. After this description, the patent touts the invention
accordingly:

In the present invention, a separate adaptive threshold is implemented for
each frequency bin 302. This allows the location of noise elements for
each bin separately without the examination of the overall signal energy.
The logic behind this method is that, for each syllable the energy may
appear at different frequency bands.

345 patent, col. 6:10-15. Apple argues that the patent does not state that the invention ||| |l

I R co'y ot 1. Whil the

portion of the patent cited by Andrea does not explicitly state that the invention ||| | ]
I ¢ vicvcd in the light most favorable to Andrea, it can be so interpreted.
This portion of the specification is congistent with Mr. DeJaco’s opinion that _
_, which is sufficient to create a genuine dispute of material fact.

Andrea also points to Samsung’s expert Dr. Singer, who testified at his deposition that,
whil
Singer Deposition Tr. at 74-15-75:3. Although Dr. Singer was not testifying about the accused

Apple products and does not identify the “JIR in which he believes that ]
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_ when viewed in the light most favorable to Andrea, Dr.
Singer’s testimony supports Mr. DeJaco’s opinion that ||| | | G Ry

at13.
Based on the foregoing, I find that there is a genuine issue of material fact as to whether
the accused products literally infringe the asserted claims of the *345 patent.

B. Apple is entitled to summary determination of no infringement under the
DOE.

The patentees amended the claims to require “detecting for each frequency bin whether
the magnitude of the frequency bin is less than the corresponding threshold.” Response to Third
Office Action at APL-ITC-1026-023 1033, APL-ITC- 1 026-0231036. Apple contends that this
amendment bars Andrea from relying on the DOE to show that the accused Apple products |
satisfy .the magnitude limitation. Determifling whether Andrea is so estopped is a three-step
process.

The first step is determining whether the amendment is a narrowing amendment. Festo

IX, 344 F.3d at 1366. As initially drafted, the claims only required detecting “whether a

7 Andrea also cites the declaration Dr. Bertrand Hochwald and the report of Dr. Christos
Kyriakakis in support of its contention that ||| | | | | | . D:. Hochwald
submitted a declaration in support of Apple’s petition to the PTO for inter partes review of U.S.
Patent No. 6,377,637 (the “’637 patent”). In his declaration, Dr. Hochwald, who is not appearing
as a witness in this investigation, opines that a prior art reference disclosing

_ anticipated claims of the 637 patent. Opposition Exhibit P (Hochwald Decl.) at
28. The claims of the 637 patent, however, do not contain a magnitude limitation. See *637
patent, col. 8:19-col. 10:19. As such, Dr. Hochwald’s opinion does not support Andrea’s
position that ||| | | . D:. Kyriakakis is Respondents’ expert in this
investigation. Even when viewed in the light most favorable to Andrea, the portion of Dr.
Kyriakakis’s expert report cited by Andrea does not support the contention that _

. Opposition Exhibit R (Kyriakakis Expert Report) at.§ 335. Rather the
cited portion of the Dr. Kyriakakis’s expert report supports the proposition that one of ordinary
skill in the art could . This proposition is
uncontested by Apple. Reply at 13-14.

10
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respective frequency bin is within [a] threshold,” without specifying what characteristic o_f the
frequéﬁcy bin must be cOmpared to the threshold. *345 Patent Application at API-ITC1026-
00230922, API-ITC1026-00230922. As amended, the claims specify the frequency bin
characteristic that must be used for the comparison: magnitude. Response to Third Office
Action at APL-ITC-1026-0231033, APL-ITC-1026-0231036. Thus, the amendment is a
narrowiﬁg amendment.

Andrea does not contest that the amendment is a narrowing amendment. See, generally,
Opposition at 16-24. Staff, hoWever, contends that the amendment is not a narrowing
amendment, but a clarifying amendment that does not give rise to prosecution history estoppel.
Staff Response at 5. Staff’s assertion is conclusofy and unexplained.i The case cited by Staff in
support of the proposition that clarifying amendments do not give rise to prosecution history
estoppel—fntendis GMBH v. Glenmark Pharm. Inc., USA, 822 F.3d 1355~(Fed. Cir. 2016)—is
instructive.

In Intendis, the Federal Circuit found that the “record demonstrates that the amendment
to the dependent claims was a clarifying amendment” and did not trigger prosecution history
~ estoppel. 822 F.3d at 1365. At issue were two dependent claims that had been amended to
fequire a concentrétion of lecithin of greater than 0%. Id. Because the independent claims from
which the amended claims depended explicitly required a concentration of lecithin of greater
than 0%, the applicants argued that the amendment was a clarifying amendment, not a narrowing
amendment. d. (“Since the dependent claims must limit the Vindependent claims, the meaning is
clear that zero amounts are not included.”) (quoting J oiht Appendix at 4387) (intefnal quétation
marks omitted). Thus, the amendment only made an implicit requirément explicit. ‘Staff does .

not explain why application claims 1 and 39, as originally drafted, already implicitly required the

11
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magnitude limitations added through améﬂdment. Accordingly, I find that the amendment
adding the magnitude limitafions was lif‘niting, not clarifying.

The second step in the prosecution history estoppel inqujry 1s determinihg whether the
amendment was made for a substantial reason relating to patentability. Festo IX, 344 F.3d at
1366. According to Andrea, the amendment relied upon By Apple was not made for a substantial
reason relating to patentability because it was not made in response to the examiner’s rejections.
In the third office action, the examiner rejected applicatioﬁ claims 1‘ and 39 because they
required detecting whether a frequency bin was Wit.hin a threshold, but did not recite a means for
or step of setting thé threshold. Third Office Action (Jun. 28, 2001) at APL-ITC1026-00231021-
22. On arelated note, the examiner also rejected applicat.ion claim 39 because-there was
insufficient antecedent basis for “said threshold.” /d. In response, in addition to amending the
pending claims to add the magnitude limitations, the patentees amended the claims to require a
threshold to be set using a noise estimation [;rocess and to provide an antecedent basis for “said
threshold” in application claim 39. Response to Third Office Action at APL-ITC-1026-0231033,
APL-ITC-1026-0231036. In arguing that the examiner’s rejections had been overcome, the
applicants did not explicitly rely on the newly added magnitude limitations, but on the fact that
* the amended claims now explicitly required a “step/means for setting the threshold” and that the
antecedent basis issue had been corrécted. Id. at APL-ITC-1026-0231030-32.

Even assuming that Andrea is correct and the patentees did hot add the magnitude
limitations to overcome the examiner’s rejections, it does not mean that the amendments were
not made for a substantial reason relating to patentability. Voluntary amendments—those not
required by the examiner or made in response to a rej eétion by an examiner for a stated reason—

can be made for a substantial reason relating to patentability so as to give rise to prosecution

12
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history estoppel. Festo Corp. v. Shoketsu Kinzoku Kogyo Kabushiki Co., 234 F.3d 558, 568
(Fed. Cir. 2006) (en banc) (“Festo IV”’), vacated by Festo VIII, 535 U.S. at 742, reinstated in
relevant part, Festo IX, 344 F.3d at 1366. A narrowing amendment is presumed to have been
made for a substantial reason relating to patentability. Festo LX, 344 ¥.3d at 1366-67(“When the
prosecution history record reveals no reason for the narrowing amendment, Warner—Jenkinson
presumes that the paténtee had a substantial reason relating to patentability. y ") (citing Warner-
Jenkinson, 520 U.S. at 33). In order to rebut this presumption, Andrea “must show that the
reasén for the amendment was not one relating to patentability.” Id. Andrea has not met this
burden. Although Andrea argues that the amendments were not‘ made in response to the
examiner’s rejection, it does not identify a credible reason for the amendment.

In an attempt to identify some rationale unrelated to paténtability, Andrea points to the
boilerplate language that the patentees included with their amendment stating that the changes
were not being made “for the purpose of patentability within the meaning of 35 U.S.C. sections
101, 102, 103 or 112,” but rather were being “made simply for clarification and to round out the
scope of protection to which Applicants are entitled;” Response to Third Office Action at APL-
ITC-1026-0231033, APL-ITC-1026-0231036 at APL-ITC-1026-0231030. Andrea argues that .
this language shows that the applicants added the magnitude limitation for a reason unrelated to
patentability, viz., to clarify and round out the scope of the claims. This language, however, is
entitled to no weight. “If overcoming prosecution history estoppel were as simple as including
such boilerplate language with each arhendment, the doctrine would be eviscerated.” Split Pivot,
Inc. v. Trex Bicycle Corp., 987 F.Supp. 2d 838, 874 n. 18 (W.D. Wis. 2013), aff’d 585 F. App’x
1011 (Fed. Cir. 2011). The vacuity of the boilerplate language in the instant case is

demonstrable. Although the boilerplate language states that the amendments are not being made

13
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“for the purpose of pafentability within the meaning of 35 U.S.C. scctioﬂs 101,102, 103 or 112,”
Andrea concedes that at least a portioﬁ of the amendments were made to overcome the
examiner’s rejections under 35 U.S.C. § 112. Opposition at 22 (“Instead, Andrea’s other
amendments adding the step of setting a threshold and curing the lack of antecedent basis related.
to patentabilify.”).

| The thifd step in a prosecution history inquiry is determining the scope of the estoppel.
Festo IX, 344 F.3d. at 1367. Because the magnitude limitation was added in a narrowing
amendment that was made for a substantial reason relating to patentability, the applicant is
presumed to have “surrendered all territory between the original claim limitation and the
amended claim limitation.” Festo VIII, 535 U.S. at 740. Andrea does not dispute that the
surrendered subject matter would include ||| Sce. generally, Opposition at 16-
24.% Andrea attempts to rebut the presumption, arguing that the rationale for the ém_endment
was only tangentially related to the alleged equivalent, because it was based on the rejected
claims’ failure to recite a means for or step of setting a threshold. Id. at 23-24.

Andrea made the opposite argument when addressing whether the amendment was made
for a substantial reason relating to patentability, but if Andrea concedes that the addition of
“magnitude” to the claims was made to overcome the examiner’s rejection, then rationale for the
amendment is directly related to the alleged equivalent. As discussed above, Andrea does not
identify any alternative rationale for the addition of the magnitude limitation, and I thus find that

Andrea has not shown that the equivalents at issue are tangential to the rationale for the

* This assumes that | |

I s Andrea contends with respect to its literal infringement allegations—then
prosecution history estoppel would be irrelevant, because
. Order No. 34 at 48 (finding that “magnitude” includes estimated

amplitude).

14
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amendment. See Festo LX, 3>34 F.3d at 1371-72 (“Because the prosecution history reveals no
reason for the ‘magnetizable’ afnendment, and because Fesfo still identifies no such reason,
Festo has not shown that the rationale for the ‘magnetizable’ amendment was only tangential to
the accused equivalent. We therefore conclude that Festo cannot satisfy the ‘tangential’ criterion
for the aluminum sleeve equivalent.”) (citation omitted). Andrea amended its claims to require
“magnitude,” and is therefore precluded under Festo from asserting infringement under é theory
that _ under the doctrine of equivalents.

IV.  CONCLUSION

For the foregoing reasons, I hereby DENY Apple’s motion for summary determination of
no infringement (1026-043) with respect to literal infringement and GRANT Apple’s motion
with respect to infringement under the DOE.

This order is being issued with a confidential designation, and pursuant to Ground Rule
1.10, each party shall submit to the Administrative Law Judge a statement as to whether or not it
seeks to have any portion of this order deleted from the public version within seven (7) days.

See 19 C.F.R. § 210.5(f). A party seeking to have a portion of the order deleted from the public
version thereof must attach to its submission a copy of the order with red brackets indicating the
portion(s) asserted to contain confidential business information.9 The parties’ submissions under

this subsection need not be filed with the Commission Secretary but shall be submitted by paper

? Redactions should be limited to avoid depriving the public of the basis for understanding the
result and reasoning underlying the decision. Parties who submit excessive redactions may be
required to provide an additional written statement, supported by declarations from individuals
with personal knowledge, justifying each proposed redaction and specifically explaining why the
information sought to be redacted meets the definition for confidential business information set
forth in Commission Rule 201.6(a). 19 C.F.R. § 201.6(a).

15
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~ copy to the Administrative Law Judge and by e-mail to the Administrative Law Judge’s attorney

advisor.
SO ORDERED.

Dee Ldrd
Administrative Law Judge

16
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