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Summerhill Estate Winery’ s
Cellar...............

Summerhill Estate

Hitachi
TN/STN LCD
Seiko Epson STNLED
.................. %
Yo i,
S

TOP Patent Damages,

License(1990—-2001).......covvuiveineiiiiiineennn,

Patent Insurance Policy &

[ ©70 1)

IBM
IBM 1988 2002
IBM 1999 2001

IBM Canon Motorola  Sony
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1) % Summerhill Estate

B.C. Summerhill Estate
( ) Summerhill
Estate 30~-90

Summerhill Estate Winery' s Cellar

Entrance to the Great Pyramid at Summerhill Estate

Summerhill Estate
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(2 Ya

Patent Value
Creation
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VS.
- (Patent Portfolio
Planning) (Disruptive Technologies)
( )
” " (Goods)
( IBM, TI, Philips, HP, Hitachi...
)
2
Y4
!
3
Hitachi’'s Patent
Strategy
2
3 Patent Strategy

4-7
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(Balanced Scorecard)
Hitachi's Patent Strategy

1979 Westinghouse Hitachi  Siemens...
Westinghouse U.S. ITC Hitachi
(circuit breaker)
Westinghouse Hitachi Westinghouse
Ya Westinghouse Hitachi
Hitachi
(electrical power transmission equipment)
Hitachi
Hitachi Westinghouse

Hitachi "Westinghouse ”

Hitachi
__(Strategic Patents) ¥4

Ya Hitachi
Hitachi

Hitachi 1980 2000 ( )

| (1980 ~1985 )
Hitachi
1985

| (1985 ~1990 ) Hitachi
| (1990 ~1995 ) Patent First Hitachi

4-8
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Hitachi
Motorola (microcomputer
market)
| (1995 ~2000 ) Hitachi
Hitachi
Hitachi
Patent Making Easy-to- Basic patents Major patents
improvements | overlook basic |anticipating central to
Strategy toexisting technology social requir world-class
billi patents ement directions| products
ifiionyen (Patent First )
600
517 4
428
400 403
Income 316
200
i patent licenge earningsminuis
patent licenge expenditures.
0 |
1996
10 1980 1985 1990 1995 2000
Opened all patents Patent account went
-200 for licensing into break-even

Source Intellectual Property Policiesfor Twenty-First Centry The Japanese Experience in Wealth Greation
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Hitachi
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TN/STN LCD

TN LCD

STN/TN LCD

STN LCD

Car

Met

Q

Portable

OA

Communication

o
>

Meter

Audio

Health equipment

Industrial/Business

Amusement

Home Appliance

Fixed AV

RadioCasset
CD Payer

MD Player
Watch
Camera

Clock

Fax/Printer

Network Products

Business Phone
TV Phone

Cell Phone

Pager
PDA
Dictionary

ALPS

ICASIO

lciTizEN

SEIKO EPSON|

IGoldentek

HITACHI

Hosiden

Kyocera

Nanox

Nanya Plastic

|[OPTREX

PANASONIC

Philips

Picvue

Rohm

Samsung SDI

SHARP

Sl

Stanley

Three Five

Truly

|[URT

\/ aritronix

\Wintek

Plane Paper Copy

4-12
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Producer

Color STN LCD

Color TFT LCD

Color TFD LCD

SHARP

CASIO

OPTREX

NEC

MATAUSHITA

CITIZEN

SEIKO
INSTRUMENTS

MITSUBISHI

PHILIPS

TOSHIBA

SEIKO EPSON

HOSIDEN

ALPS

KYOCERA

WINTEK

SANYO

Transflectiv| Reflectiv

Transflectiv [Reflectivel

Transmissive

Transflectiv
e

Micro
TFT
LCD

Plasti
c
LCD

SSCT|
LCD

LTPS
OLE

Polymer
OLED

1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999

CEATEC JAPAN 2001

Seiko Epson

GO = NS =

4-13
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(Exclusivity)¥a

(exclusive use)

Patent Strategy

(1)

4-14
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(2 (Way) (Function)
(Result)

3) ( )
(absolute novelty)
(relative novelty)
4) /
®)

(Estoppel)
(Patentability)

4-15
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(Patent

Audit)
1.
2 3.
4. 5
6.
() Ya
10 6 1 2
3. 4
5 ( - ) 6
7 8. 9
10.
1~10
( )
() Ya
10 [ 2.
3. 4
5 6. 7
8 Q. 10

4-17



91

Ya

1~10
()
() (Patent White Paper)
?
Y

@ ©
3 NT$ 100million/year 5 5
3NT 50 million/year 4 4
3NT 10 million/year 3 3
3NT 5 million/year 2 2
NT 1 million/year 1 1

@ @
5 330% 5
4 320% 4
3 310% 3
2 35% 2
1 1

®
5 B NT$ 100million/year 5
4 BNT 50 million/year 4
3 BNT 10 million/year 3
2 BNT 5 million/year 2
1 NT 1 million/year 1

@ )
100% 5 F 30% 5
80% 4 E20% 4
60% 3 P 10% 3
40% 2 ® 5% 2
40% 1 0% 1

® ( - )
3 NT$ 100million/year 5 5
3NT 50 million/year 4 4
3NT 10 million/year 3 3
3NT 5 million/year 2 2
NT O million/year 1 1
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15
10

10

)

© NT$5
© NT$10
© NT$50

)
)

)

(¢ NT$100

€1

(-1
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(Disruptive Technologies)

C ) 45%
41%

10%
(Cross-Licensing) 4%

(45%)

(41%)

9

(Barriers to entry)

Defensive
filing

41%

To prevent
manufacture

and sale of
Cross-licensing look-alike
advantage roducts

Source : Corporate Intellectual Property Right Trends, JPO, March 1998

4-20



(Defensive Patent Weapon) (2)
Weapon)

(1)

(@)

(Disruptive Technologies)

91
Ya

1)

(Offensive Patent

(Patent Frontier)
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(Balanced Scorecard)

~ Dave Norton and Robert S.

Kaplan

(Patent Strategy Balanced Scorecard)

()

()

S

()

1. Know-how
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3.
NT(20,000,000[|NT(20,000,000[{NT10,000,000({ NT20,000,000
) ) )
NT800,000 NT800,000 |[ NT1,000,000 || NT1,000,000
NT300,000 NT300,000 NT300,000 NT300,000
1 2 2 2
3 3 3 3
1
1 2 3
3 3 3 3
Know-how
15 15 20 20

4-23
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( NT(20,000,000(NT(22,000,000{ 15 10
) ) )
NT800,000 NT700,000 5 4
NT300,000 NT400,000 5 3
1,2,3
5 5
1 1
10 9
- 2
5 3
3 2
5 3
10 7
15 8
70%
3 2
Know-how 10 7
15 13
1,2,3
— - 5 5
_ 5 |
4 10 8
100 || 76

4-24
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(Patent Portfolio)
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10

(1)
(@)
3)
(4)

(5)

100

40

60

Ya

4-26
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(

(

HP1°
40 60
)
1
) _
e_

50

a1l
Y
1600
80
15 45
25 40

18

90

19 From Ideas to Assets-Investing Wisdy in Intellectual Property ; Edited by Bruce Bermab
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u " 1 MIPAS
MIPAS
on-line
" " MIPAS
()
PCT EPO

M Intellectual Property Policies for the Twenty-First Century : The Japanese Experience in Wealth
Creation ; Hisamitsu Arai ; 1999 pp .33~35
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()

divisional application

continuation-in-part

()

art
Office Action

Estoppel

12 Rembrandts in the Attic ; Kevin G. Rivette, David Kline

Ya

Gillette

13

Appeal

Hitachi

prior

13 patent Strategy The Manager’ s Guide to Profiting from Patent Portfolios ; Anthony L. Miele;

pp.11~16

4-29
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4
2002 4 , Intel 4
Huntsville 3
Intel 1
Intel
HP
1999 Innovation
2000 30% 2001 67%, 5,000
HP 175
1,750 2001 1,750,000
Hale and Dorr L.L.P. Wayne Kennard

IBM 2001
, ) 15%

4-31
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Balanced Scorecard of Patent Litigation

= Notice to Infringer

Negotiation
Peace or War

= Business Objective

= Exclusive vs. Nonexclusive

= Territory
Filing Patent Litigation Prell_tlga'mon
Complaint Strategy Investigation &
& Trial = Expected Business Object Preparation
= Cost / Benefit = Rule 11 Federal Civil
" Discovery =Budget for Money & Resources| Procedure
= Summary judgement

= Pre-suit Opinion Letter
= Privilege = How extensive Damage
= Looking for Mediation
= Trid .
- Apped Mediation &
Settlement = Additional cost in legal fee vs. possible trial outcome
= Georgia-Pacific Factorsfor reasonable roysity

= Are Management ready for
along Haul?

()
1)

Discovery

4-32



Disposition

()

()

1)

()

(3)

91

(Injunction)

(Injunction)

11

4-33
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Rule 11 , Discovery

(4)

()

() : /

Georgia-Pacific Case

(1) ) ?
(@) ?
3)
(4)
(5)
(6)

() : /

(1)

4-3A
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(@)

(b)

(©)

2) (Discovery)

Discovery

.To discover and obtain facts

(@)
(b)
©)
(d)
(€) :
(f)
9) Disposition , (claim

construction hearings) ( summary judgement motions)
1)

26 37
A. Discovery
?

. Infringer's
. Infringer's
" Prior Art
. Infringer's

4-35
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B. Discovery

Claim Construction,

. Best Mode

. Prior Art

C. Deposition

" , : : To answer the
guestion, and only the question, that is to not volunteer information
which is
beyond what is asked for the question

3)

The attorney-client privilege protects from disclosure to others the content of

4-36
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communications made in confidence between an attorney and client where
the client was seeking or receiving legal advice.

(@) ?
. (OR USPTO)

(b) ?

(© ?

Case By Case

(4)

(@)

= Prior Art,

4-37
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(b)

(©)

(5)

CAFC

Ya

Equitable Estoppel Inequitable Conduct

Nonobviousness

A. Prior Art
B. The level of ordinary skill in the art.
C. The different between the art and claim

D.
Best Mode
claim construction.
?
?
( CAFC) , CAFC
() : () ,
District Court , CAFC

4-38
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CAFC
, Brief District Court
?
, CAFC
() Case
(6) /
/
Time/Cost Matrix for Patent Litigation
Accumulated Time/ Months
58
34
i i i
100,000 150,000  1000,000~10,000,000 Cost / USD
(a) Pre-Litigation Investigation 1-6 , $100,000
(b) Notice to Infringer 1

4-39
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()
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Y4
(c) Negotiation 3 : $50,000
(d) Discovery ->Trial , , 1-2  (
Rocket Docky )
$1,000,000-$10,000,000
(e) Appeal 1-2
()
3% Trial, Settle
(Mediation)
1990 2000 ,
$1.2 Billion , 10 milllion
TOP Patent Damages, License(1990-2001)
$1,401,000,000
$1,201,000,000 $1,200,000,000 2 Petent vt

* Litton <--Honeywell

$1,001,000,000

$873,000,000
Polaroid <-- Eastman Kodak

$801,000,000

$700,000,000
Digital <--Intel
$601,000,000
$400,000,000
Pitney Bowes <--HP
$401,000,000 \ 4
A
A
$201,000,000 A 2 i *
A A A
A I'
A A s mg A

A A A
$1,000,000 A s A I N s 436,000,000 A AL, ‘m. M ‘A.

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

, 3

(1) ) ,

Discovery Management Team

4-40
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2) : Probability

(3) Georgia-Pcaific Case Guideline
1.

Settlement Amount = (Expected Value of Winning the Case x
Possibility% — Additional Legal Cost)

3.4.2 Party bear its own attorney fee

441
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Patent Insurance Policy & Cost

| Defense Cost Insurance| Patent Value
TheRisk of
Indemnity I nsurance I nfringement
(Cover Defense Cost
CEEETE =) The Amount
of Insurance
Coverage
Patent Enfor cement
Insurance
(fundingLitigation) Co-Insurance

Guide Line: Not cover the presinsurance infringement known to beneficiary

(1) Defense Cost Insurance:
(2) Indemnity Insurance:
(3) Patent Enforcement Insurance:

HwnN e

4-42
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2001 12,403
19.49%
2,900 19.59
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(

)

)
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| All granted patents |

l

| Patent category |

{

Patent marketing/Seeking out infringers/

finding your potential licensee or purchaser

| Considering al possible factors affecting patent licensing |

| Negotiating & reviewing licensing agreements |

l

Regularly monitoring & administrating licensing agreements |

!

Evaluating whether the licensing agreements should be terminated |

(Gold Patents) :

(Silver Patents) :

(Bronze Patents) :

4-44
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()

() (Patent Marketing
1)
2) (patent fairs)
3) Patent Cybermarket
-Market
yet2.com
P&G, DuPont, Dow, Honeywall, NTT, TRW, Toyota, the Battle Memorial
institute
yet2.com

(4) (Patent Brokers)

4-45
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()
(6)
Patent Licensing Strategy
| All granted patents |
| Core or basic patents | | Non-core, improved but used patents | | Non-core and unused patents |
L | ] L * *
i L Cross-licensing Sel '_' ”9_
—— —— Alliance/Partnership Assigning
| Aggressive Licensing | Advertise Licensing /Joint Venture donating
Provide support or know-how

I ! }

| Licensing without litigation | | Licensingwithlitigation| | Litigation | May need to
enforce with
l litigation
| Negotiated royalties | | 1%t licensees get lower rates | Reasonableroyalty
Lost profits
Increased Damanges
Interest & Attorney
Fees

Gold patents

4-46




(1)

(@)

3)

(4)

(Silver Patents)

(Alliance)

(Bronze Patents)

91

(Joint Venture)

4-47
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(5)

(6)

(7)

(8)

No. of US patent received
N
o
o
o

Ya

--1BM

BM

IBM R&D expenditures compared to patent

IBM

1993 1994 1995 1996 1997 1998 1999 2000

Year

4-48

6000

5000

4000

3000

2000

1000

1990

IBM

I patent

—®—R&D
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IBM IBM
IBM
IBM
2002 IBM 30000
100000
IBM 1988 2002

Effect of patent royalty payments on operating income at IBM

=
[72]
5
2 2500 16%
E 14%
@ 2000 |
@
= 12%
£

0,
> 1500 | 10%
E; 8%
>
£ 1000 0
s 6%
£ 4%
0

& 500 f
2 2%
g Ll mmBA | i L I I
DCC_S 1988(1989(1990119911992 199311994 (1995(1996|1997]| 19981999 |20002001/2002

= pint & Rity Pmts 50 | 150|170 | 260 | 270|390 | 510 | 646 | 886 | 1010]1140(1350|1600/1800|2088

—— % of Operating Income 1% | 2% | 2% | 6% | 8% | 9% [10% | 7% |[10% | 11%| 12% | 14% | 14% | 15%| 15%

IBM
IBM
IBM
IBM
3400 IBM

4-49
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(Book Value of Patent Rights)

20
12 12 20 (Design
Patent 14
1 2 3. 4
(How about the Patent Value?)
Fairfield Resources International Inc. 2001
3% 1999
1 1 1993 6
83.33% 2001 1 3
10%
40% 50% 10%
IBM 1992
IBM 842 1993
1993 2001 IBM 19,000 IBM

450
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420 IBM

IBM 2001
7.4 51 12.5 2000
15 1999 12.7
Cambridge University Press 1
18.7 18.7
IBM Canon Motorola  Sony
1995
5 Motorola
2001 14.4%
1995 1996 1997 1998 1999 2000 2001
IBM 5.8% 6.1% 6.2% 6.2% 6.0% 6.1% 6.2%
Canon 6.5% 6.5% 6.7% 6.9% 7.6% 7.0% 7.5%
Motorola 8.1% 8.6% 9.2% 9.8% 11.1% 11.8% 14.4%
Sony 5.9% 5.2% 4.9% 5.9% 6.3% 6.1% 6.1%
(Patents vs. Profit Margin)
IBM 1999 2001
IBM 1999 2001
1999 2000 2001
628 915 736
646 590 515
1,274 1,505 1,251
87,548 88,396 85,866
17,795 18,131 19,171
20.3% 20.5% 22.3%

4-51
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Canon Motorola

Sony

IBM Canon Motorola  Sony
1990~2001
1999 2000 2001
IBM 21,667 20.3% 20.5% 22.3%
Canon 17,205 6.7% 8.8% 9.7%
Motorola 11,787 4.3% 5.4% -6.1%
Sony 10,990 3.6% 3.3% 1.9%
1998~2001
1999 2000 2001 1999 2000 2001
2,365 18.94%| 41.46%)| -8.67%| 9.17%| 5.67%| 13.30%
2,301 7.95% 6.12% 4.67% 2.08% 1.48%| 1.41%
2,012 35.44%| 36.42%| 13.78%| 3.27%| 4.33%| 8.46%
1,020 4.50%| 2.72%| 1.96%| 1.95%| 1.09%| 1.43%
623 15.81%| 21.56%| -49.39%| 9.00%| 12.22%| 32.02%
2001

(Patents Valuation)
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(Patents Value Creation)

(Pyramid Model of Patents Value Creation)

IBM 12 1987
100 Texas Instruments  Lucent Canon Sony Hitachi
0.1
15 20 15 2.0

453
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1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
1 Toshiba | Toshib [ Canon IBM IBM IBM IBM IBM IBM IBM IBM IBM
957 a 1,106 1,085 (1,298 | 1,383 1,867 1,724 2,685 2,756 2,886 | 3411
1,014
2 Hitachi [Mitsubishi | Toshiba | Toshiba | Canon [ Canon | Canon Canon Canon NEC NEC NEC
935 %6 | 1,020 | 1,040 | 1,096 [ 1,087 | 1,541 | 1,381 | 2011 | 1,842 | 2,020, | 1,953
3 Canon | Hitachi | Mitsubishi [ Canon [ Hitachi | Motorola | Motorola NEC NEC | Canon | Canon | Canon
923 927 957 1,038 976 1,012 1,064 1,095 1,639 1,795 1,890 | 1,877
4 | Mitsubishi| Kodak | Hitachi | Kodak GE NEC NEC | Motorola |Motorola| Samsun | Samsun | Micron
899 863 951 | 1,007 | 970 | 1,005 | 1,043 | 1,058 | 1,542 g g 1,643
1,545 1,441
5 GE | Canon GE GE  |Mitsubishi [ Mitsubishi [ Hitachi | Fujitsu Sony Sony | Lucent [Samsun
810 | 823 | 937 932 970 973 963 903 1445 | 1410 | 1411 | 9
6 Fujitsu GE IBM [ Mitsubishi | Toshib | Toshiba | Mitsubishi [ Hitachi [ Samsun [ Toshiba [ Sony [ Matsushit
784 | 809 | 842 926 a 969 934 903 g 1,200 | 1,385 | , 2,
968 1,308 '
7 Kodak | Fujitsu| Kodak | Hitachi | NEC | Hitachi | Toshiba | Mitsubishi | Toshiba | Fujitsu [ Micron | Sony
736 731 775 912 897 910 914 892 1,237 1,193 1,304 | 1,363
8 us IBM | Motorola [ Motorola | Kodak | Matsushit| Fujitsu | Toshiba | Fujitsu | Motorola | Toshiba [ Hitachi
Philips 679 658 729 888 a 869 862 1,232 1,192 1,232 | 1,271
666 854
9 IBM US | Fujitsu | Matsushit| Motorol [ Kodak [ Sony Sony Kodak | Lucent [Motorola [Mitsubishi
644 | Philps | 640 a a 772 855 859 1,145 | 1,152 | 1,196 | 118
650 712 837
10 Siemens | Motorol | Matsushit Fujitsu [ Matsushit GE Matsushit Kodak [ Mitsubishi [ Mitsubishi Fujitsu | Fujitsu
511 a a 632 2 758 a 795 1,092 | 1054 | 1147 | 1,166
613 608 841
99,455 |107,25( 108,156 | 110,540 | 114,56 114,864 | 122,953 | 125,884 | 166,801 | 170,265 | 176,349 (184,17
9 4 2
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(1)

(@)

3)

(4)
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1. )

2, )

3.

4, Yy (2002 10 )

5, (2002 9 )

6. Yy (2001 12 )
7. ( Y (1999 10 )

8. From ideas to assets investing wisely in intellectual property, Bruce Berman
(ISBN
0-471-40068-8), 2002.
9. Rembrandts in attic: unlocking the hidden value of patents, Kevin G. Rivette
&
David kline (ISBN 957-476-045-6), 2000.
10. Technology licensing : corporate strategies for maximizing value / edited
by
Russell L. Parr, Patrick H. Sullivan, New York : Wiley, c1996
11. Intellectural property policies for the Twenty-first Century: The Japanese
Experience in Wealth Creation, Hisamitsu Arai (1999)
12. Rembrandsts in the Attic; Kevin G. Rivette, David Kline
13. Patent Strategy The Manager’ s Guide to Profiting from Patent Portfolios;
Anthony L. Miele; pp. 11~16
14. Patent Strategy for Researchers and Research Managers; H. Jackson
Knight; Sec.
Edi.
15. Patent & High Technology Licensing Practising Law Institute
16.1BM 1999 to 2001annual report, Company’ s Notes to Consolidated
Financial Statement
17.USPTO Releases Annual List of Top 10 Organizations Receiving most
Patents of 2001&2000
18. 1.Patent Litigation, by Laurence H. Pretty
19. Patent Litigatio strategies handbook, by Gary Hoffman
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