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measured the CTE over a temperature range of 23 °C to 45°C.» RX-0583C at Q/A 60—62 (citing
JX-0027C). Fujifilm’s expert, Dr. Wang, testified that the difference between the UTES and
TMA instruments is significant because they apply different types and amounts of tension to the
tape: UTES applies tension in the machine direction while measuring dimensional differences in
the transverse directio'n, while.TMA applies tension in the direction being measured. Id at Q/A
64. For support, Dr. Wang measured the same IBM 3592 Generation 3 tape using both MAC’s
UTES instrument and a TMA instrument, and found thét the UTES measurement resulted in a
- CTE of 9.1 ppm/C whereas the TMA measurement resulted in a CTE of 2.7 ppm/C. Id. at Q/A
66.

The élairﬁs of the ’501 patent do not require a specific instrument or mefhod be used for
measuring the CTE values of the magnetic recording media. Nor dqes the specification inform a
person of ordinary skill in thé art of a specific measurement instrument or method. Fujifilm’s
only evidence of the instrument and method used by the inventor comes from the deposition of
the inventor, but this was not knowledge within the realm of information available to a person of
ordinary skill in the art. See Tr. at 657:5-659:24 (Dr. Wang agreeing that his knowledge of the
instrument, method, conditions, and tension to be applied when measuring the tape examples in
the specification of the 501 patent came ffom the deposition of the inventor). Instead, as Dr.
Wang testified, the *501 patent “presumed [that a person of ordinary skill in the art] knows how
to do CTE measurements.” Id.

A person of ordinary skill in the art would recognize that the CTE values réquir_ed ‘by the
claims would be measured in a way appropriate for the specific magnetic tapes. Here, the LTO
specifications associated with the accused products specify how CTE should be measured, and

the evidence shows that MAC’s UTES instrument and method is the industry standard for
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measuring the CTE values of the accused products. Fujifilm notes that the *501 patent is not.
limited to LTO tapes, which is true. However, a person of ordinary skill in the art may recognize
that different types of tapes may require different types of instruments and methods to meaéure
CTE values, such that a person measuring a non-LTO tape may not follow the guidance of the
LTO specification to determine whether the tape fell within the scope of the claim. Whether
CTE is measured in a way appropriate for the specific tapes is a factual question of infringement.
Cf ADC T e?ecommunications, Inc. v. Switchcraft, Inc., 281 Fed. Appx. 989, 992-993 (Fed. Cir.
2008) (nonprecedential) (holding that, because the claims did not require any particular testing
method for the disputed limitations and the specification lacked clear guidance of a particular
testing method, “[t]he parties’ dispute over the proper testing method is therefore a factual
question that the district court properly submitted to the jury™). -

Regarding Fujifilm’s contention that the UTES instrument and a TMA instrument apply
different types and amounts of tension to the tape, Dr. Bhushan explained that the “tension at
which you make a measurement, as long as it’s below or equal to the drive tension, should have
no bearing on the value of thermal expansion or dimensional stability or hygroscopic expansion.”
Tr. at 328:3-8. And there is no evidence that the amount of tension applied by MAC to the.
accused products was not below or equal to the drive tension. See CRB at 35 (citing to JX-0134
at 3, JX-0128 at 21, 59, JX-0104C at 22, 65, CX-0029C at 22, 65 and CX-0030C at 25, 66, to
explain that the tension magnitude and direction applied by MAC to the accused products Was‘
“well-within the tension used in the normal operation . . . as evidenced by the tension tolerances
set forth in the LTO specifications™). Further, Dr. Wang’s criticisms of the UTES instrument are

of questionable credibility in part because Dr. Wang had “never used a MAC instrument” and
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“never observed a MAC instrument being operated by sofﬁeone else” prior to this investigation.
Tr. at.611:20-612:17. |

As evidence that the UTES instrument used by Sony produced incorrect CTE values,
Fyjifilm put forth its own measurements of the accused products using a TMA instrument that
resulted in values outside of the asserted claims. RIB at 56; RX-0583C at Q/A 115-116, 118 (Dr.
Wang testifying that the Fuyjifilm LTO-4, LTO-5, and LTO-6 were measured using the TMA
instrumeﬁt to have CTE values of 2.7 ppm/C, 1.4 ppm/C, and 3.3 ppm/C, respectively).
However, | as Sfaff notes, Fujifilm’s measurements if its own products are of questionable
reliability because “the testing was performed by a Fujifilm employee[,] Fujifilm’s expert
omitted key information about the testing protocol[,] sample preparations are hof documented or
provided[,] Fyjifilm’s expert did not observe the testing in person[, and] Fujifilm’s expert did not
have extenéive experience using the thermomechanical analyzer used for the measurements.”
SIB at 78 (citing CX-0001C at Q/A 457-479). Sony further points to evidence that the TMA
instrument used by Fujifilm was not properly calibrated. CIB at 77-78 (citing CX-0011C at Q/A
778-781; RX-0202C; Tr. at 366:6-367:23, 623:4-625:16).

The conclusion above that the measurements from the MAC UTES instrument were
reliable further supports Sony’s argument that Fujifilm’s measurements from the TMA
instrument were not reliable. Both experts agreé that the UTES and TMA instruments, if used
correctly, should produce similar CTE values for the same tape, yet the values generated by the
Fuifilm employee using the TMA instrument were significantly different than those of the
professional independent testing firm using the UTES instrument. Tr. at 328:3-8 (Dr. Bhushan),
598:11-17 (Dr. Wang); CX-0001C at Q/A 105-107 (“CTE and CHE are material properties that

are determined by the material itself. It would be like saying that the boiling point of water was
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different depending on if you used a digital thermometer or a mercury thermometer.”), 171-173.
Dr. Wang further agreed that a per’son of ordinary skill in the art could use thé MAC UTES
instrument and method to measure the CTE of a magnetic recording medium. Id. at 611:10-25.
The evidence therefore supports Sony’s contention that the UTES instrument and method was
- appropriate for measuring CTE values of the accused products. |

Based on the evidence and arguments of the parties, I find that Sony has established by a
preponderénce of the evidence that Fyjifilm’s LTO-4, LTO-5, and LTO-6 tape products infringe
claims 1, 2, 4, 5, and 6 of the *501 patent, and that Fuj{iﬁlm’s LTO-5 and LTO-6 tape products
infringe claim 8, so long as those claims are valid.

E. Domestic Industry - Technical Prong

Sony asserts that its LTO-5 tape products and the IBM 3592 Generation 3 (JY, JC) tape
products practice claims 1, 2, 4, 5, 6, and 8 of the *501 patent, and that its LTO-6 tape products
practice claims 1, 2, 4, 5, and 6. -CIB at 83-87; SIB at 79-80. Sony’s expert, Dr. Bhushan, cites.
to and explains the evidence to provide a limitation-by-limitation analysis of how the domestic
industry products practice the asserted claims. CX-0001C at Q/A 608-907.

Fujifilm arg‘ues that Sony failed to prove that the Sony LTO-5 and LTO-6 tapes and the
IBM 3592 tapes do not practice the claims of the 501 patent because “Dr. Bhushan used the
same inappropriate instrument and high stress conditions to measure CTE” and “Dr. Wang used |
~ a TMA to measure the CTE of an IBM 3592 Gen 3 tape at 2.7 ppm/C, which is outside the
claimed range of “from about 5 ppm/C to about 10 ppm/C.”” RIB at 57. These arguments mirror
Fujifilm’s non-infringement arguments and are therefore rejected for the salﬁe reasons as
discussed above. See Section V.D; supra; RRB at 35-36 (“Sony’s DI arguments are
unpersuasive for the same reasons as their infringement analysis.”); SRB at 18 (“Fujifilm relies

on the same arguments that it made in connection with Sony’s infringement analysis . . . these
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arguments fail because the evidence shows that Sony’é testing was appropriate and reliable,
~ whereas Fujifilm’s testing was not.”). |

For the IBM 3592 tapes, Fujifilm argues that the tapes have an operating range of
16-32°C, which does not satisfy the 35-degree temperature range of claim 1. RIB at 57 (citing
Tr. at 338:3-14; CX-ooi 1C at Q/A 404). As Staff notes, Fujifilm failed to assert this argument in
its pre-hearing brief, and it is therefore waived. G.R. 8.2; SRB at 18; see RPB at 86-87.

Accordingly, based on the evidence and the arguments of the parties, I find that Sony
established by a preponderance of the evidence that its LTO-5 tape products and the IBM 3592
Generation 3 (JY, JC) tape products practice claims 1, 2, 4, 5, 6, and 8 of the *501 patent, and
that ité LTO-6 tape products practice claims 1, 2, 4, 5, and 6. The technical prong of the
domestic industry is therefore satisfied, so long as those claims are valid. See 19 U.S.C. §
1337(a)(2) and (3);. Certain Microsphere Adhesives, Process for Making Same and Prods.
Containing Same, Including Self-Stick Repositionable Notes, Inv. No. 337-TA-366, Comm’n
Op., 1996 WL 1056095, at *8 (U.S.I.T.C. Jan. 16, 1996).

F.  Invalidity |

Fujifilm contends that (1) the Imation 9840" tape cartridge renders asserted claims 1, 2,
4,5, 6, and 8 invalid under 35 U.S.C. § 102; (2) the Meguro reference renders asserted claims 1,
2,4, 5, 6, and 8 invalid under 35 U.S.C. § 102; (3) the Meguro-2 reference renders asserted

claims 1, 2, 4, 5, and 6 invalid under 35 U.S.C. § 102; (4) the Imation LTO-1 tape medium

13 Fujifilm refers to this product as “Imation 9840 whereas Sony and Staff refer to this product
as “StorageTek 9840.” Sony assigns the “StorageTek 9840 label to the product apparently in an
attempt to distinguish a product measured in 2002 from a product measured within the past year,
which it labels the “Imation BlackWatch 9840 tape. For the reasons discussed below, I reject
Sony’s distinction. I will therefore refer to the product as “Imation 9840, as that is the label that
the party with the burden of proof has chosen to assign.
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renders asserted claims 1, 2, 4, 5, 6, and 8 invalid under 35 U.S.C. § 103 iﬁ view of the |
knowledge and experience of a person of ordinary skill in the art and)or the NSIC Roadmap;
(5) the Imation 9840 tape cartridge renders asserted claims 1, 2, 4, 5, 6, and 8 invalid under
35 U.S.C. § 103 in view of the knowledge and experience of a person of ordinary skill in the art
and/or the NSIC Roadmap; (6) the Imation 9840 tape cartridge renders asserted claim 2 invalid
under 35 U.S.C. § 103 in view of the knowledge and experience of a person of ordinary skill in
the art and Imation LTO-1; and (7) the Takahashi reference renders asserted claims 1, 2, 4, 5, 6,
and 8 invalid under 35 U.S.C. § 103 in view of thé knowledge and experience of a pérson of
ordinary skill in the art and/or the Kobayashi reference. RIB at 58-79. Fujifilm further contends
that the asserted claims are invalid under 35 U.S.C. § 112 for failing to satiéfy the written
description and enab_lement requirements. '* Id. at 86-89.

As -an initial matter, Sony contendé that Fujifilm is estopped from proffering Megura,
Megura-2, Takahashi, Kobayashi, and the NSIC Roadmap as invalidating references in this
investigation because it relied on, or could have reasonably raised, those references when it filed
an inter partes review (IPR) challenge to the *501 patent at the U.S. Patent Office. Under the
estoppel provisions for IPR proceedings in 35 U.S.C. § 315(e)(2), Sony asserts that Fujifilm is

prohibited from asserting these prior art references in this investigation. CIB at 8§7-88 (noting

' Fujifilm also contends that the claims are invalid as indefinite under 35 U.S.C. § 112 because a
person of ordinary skill in the art would not understand, with reasonably certainty, the meaning
of the limitations (1) “dimensional difference from a substrate wafer of an Al,03—TiC bi-phase
ceramic formed from aluminum oxide and titanium carbide of less than 900 microns/meter over
a temperature range of about 35 degrees, and over a relative humidity range of about 70%” and
(2) “said coefficient of thermal expansion being from about 50% to about 150% of the
coefficient of thermal expansion for the substrate wafer.” RIB at 52-54, 79-85. These
contentions are addressed in the claim construction section above. See Sections V.C.2 and 3,
supra.
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that “the PTAB recently issued a Fihal Writteh Decision rejecting Fujifilm’s validity challenge in
Fyjifilm’s IPR proceeding on the *501 patent, finding Claims 1-10 patentable™); id. at 88 n.35
(citing the public version of the ﬁn-al written decision from the PTAB). Staff argues that 35
U.S.C. § 315(e)(2) ohly estops the “petitioner in an inter partes review,” and Staff notes that it
was nbt a petitioner or even a party to the IPR. SRB at 19. Staff is correct. Regardless of
whether 35 U.S.C. § 315(e)(2) estops Fujifilm, as contended by Sony, the statute does ﬁot
prevent Staff from raising the references in this investigatib.n, which it did. Staff’s contentions
that these references invalidate the asserted claims of the ’501 patent must therefore be
addressed."”

Regarding the substance of Fujifilm’s invalidity contentions, Sony ‘disagrees with
Fyjifilm. CIB at 87-100. Sony’s main response regarding anticipation and obviousness appears
to be that the Imation 9840 product, Megura reference, Meguro-2 reference, and Takahashi
reference all fail to expressly or inherently disclose (1) “a biaxially tensilized substrate,” (2) “a
cross web dimensional difference” over the claimed conditions, (3) “a coefficient of thermal
expansion” over the claimed conditions, and (4) “said coefficient of thermal expansion” required
by claim 1. CIB at 88-89. As an initial matter, Sony’s expert appears to rely at least in part on a
construction for “tensilized” that was rejected. See Section V.C.1, supr;l. Soﬁy also appears to
assert that the prior art must disclose CTE and CHE over the entire “a temperature range of about
35 degrees and over a relative humidity range of about 70%” in order to satisfy claim 1. CIB at

. 89 (citing CX-0011C at Q/A 178-185, 260-271, 346-357, 410-421). Sony is correct that: claim 1

1> Additionally, I find below that the *501 pafent is invalid based on the sale and use of a prior art
product before the priority date for the *501 patent. Arguments based on the on-sale bar are not
allowed in IPR proceedings and no estoppel applies to such arguments. See 35 U.S.C. §§ 311(b),
315(e)(2).
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requires a ‘fcross web dimensional difference from a substrate wafer . . . of less than 900
microns/meter over a temperature range of about 35 degrees, and over a relative humidity range
of about 70%.” However, neither the claims nor the specification requires that test
measurements be taken at each degree of temperature or at each percentage po‘int of humidity. If
the prior art diéclqses representaﬁve CTE or CHE measurements that would be understood by
person of ordinary skill in the art to demonstrate the claimed range, it is enough. Cf. ClearValue,
 Inc. v. Pearl River Polymers, Inc., 668 F.3d 1340, 1345 (Fed. Cir. 2012) (holding that a prior art
range of “150 ppm or less” disclosed the claimed “50ppm” limitation because there was “no
evidence demonstrating any difference across the range”); In re Peterson, 315 F.3d 1325, 1329
(Fed. Cir. 2003) (recognizing that a prior art reference discloses a claim ﬁmitation “when the
claimed range and the prior art range do not overlap but are close enough such that one skilled in
the art would have expected them to have the same properties”); see JX-0027C at 73:23-82:5
(Dr. Merton, the inventor of the 501 patent, testifying that CTE of fthe magnetic recording
medium disclosed in the specification is.uniform between 25 to 35 to 45 degrees, and down to 10
degrees, when measured using a constant dew point or humidity level). Sony’s ov_e.rarching
argument is therefore rejected, and its specific argume‘nts for each prior art product or feference
will be addressed below.

Based on the evidence and arguments of the parties set forth above, and in detail in the
following subsections, I find that Fujifilm presented clear and convincing evidence that (1) the
Imation 9840 product renders claims 1, 2, 4, 5, 6, and 8 of the 501 patent invalid as anticipated,
(2) Meguro renders claims 1, 2, 4, 5, 6, and 8 invalid as anticipated; (3) Meguro-2 renders claims
1,2, 4,5, and 6 invalid as anticipated; (4) the Imation LTO-1 product in combination with the

knowledge and experience of a person of ordinary skill in the art and/or the NCIS Roadmap
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fenders élaims 1_,”2, 4,5, 6, and 8 invalid as obvious; and (5) Takahashi in combination with the
knowledge and experience of a pérson of ordinary ékill in the art renders claims 1, 2, 4, 5, 6, and
8 invalid as obvious. I also find that Fujifilm did not present clear and convincing evidence that
the asserted claims of the 501 patent are not enabled or adequately described in the
specification.
1.  The Imation 9840 product anticipates claims 1, 2, 4, 5, 6, and 8.

Fuyjifilm asserts that Imation exclusively manufactured the magnetic recording fnedia and
cartridges for the 9840 product, which was sold to the public starting in the late 1990s. RIB at
58 (citing RX-0003C at Q/A 156; Tr. at 662:.19-22). For evidence of the relevan‘é properties of
the 9840 product, Fujifilm relies on a June 2002 presen_tation by Dr. Merton, the inventor of the
’501 patent, that documents his measurements of the tape, the testimony of Dr. Merton, and
testing done by Fujifilm’s expert within the last year.!® Id. (citing RX-0003C at Q/A 158-160).
Fujiﬁlm’s expert, Dr. Wang, stepped through the evidence to provide a limitation-by-limitation
explanation of how the 9840 product he tested satisfies each limitation of the asserted claims.
RX-0003C at Q/A 296-341.

Sony first asserts that Fujifilm failed to prove that the 9840 product was commercially
available during the relevant time such-that it qualifies as prior art. CIB at 90. However,

Fujifilm presented overwhelming evidence to show that the 9840 product was commercially

'® Unlike the measurements of the accused products that Staff noted were “performed by a
Fyjifilm employee[,] Fujifilm’s expert omitted key information about the testing protocol[,]
sample preparations are not documented or provided|[,] Fujifilm’s expert did not observe the
testing in person|, and] Fujifilm’s expert did not have extensive experience using the
thermomechanical analyzer used for the measurements,” the measurements of the Imation 9840
product were performed by “a well-known independent lab, EAG Laboratories” under Dr.
Wang’s direction. SIB at 78; RX-0003C at Q/A 305.
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available af the relevént tirﬁe. JX-0002C at 120:12-21, 230:8-24, 261:1-262:14; Tr. at 661:6-25;
RX-0003C af Q/A 156-157; RX-0328; RX-0330; RX-0337; RX-0338; RX-0360; RX-0379; RX-
0397; RX-0398; RX-0399; RX-0400.

Second, Sony asserts that Fujifilm failed to prové that the “Imation BlackWatch 9840
tapes tested by Dr. Wang for this investigation ére the same as the “StorageTek 9840 tape
measured by Dr. Merton, and therefore have the same relevant properties. CIB at 90-91. Again,
the evidence shows that imation only produced one type of 9840 tape media, all with the same
features, and Sony does not present convincing evidence to show otherwise. | Tr. at 662:19-22;
663:7-11.

‘Thir(.i, Sony asserts that Fujifilm failed to sh;)w that the 9840 product had a biaxially
tensilized substrate. CIB ét 91. The evidence here shows that the 9840 product used a Q11
substrate, which is the same_substrate used in the inventive embodiment of the *501 patent and is
therein described as haviﬁg a biaxially tensilized substrate, and Sony did not present convincing
evidence to call Fujifilm’s evidence into doubt. JX-0027C at 120:12-21, 145:20-22, 213:13-
215:17, 230:25-231; RX-0003C at Q/A 299.

Fourth, Sony asserts that Dr. Merton’s measurements of the 9840 products depicted in his
June 2002 presentation were unreliable because the instrument he used to obtain thos¢
measurements was later réplaced by a more reliablé instrument. CIB at 91-92. Although
médern instruments are more reliabie,‘ the evidence shows that the instrument used by Dr.
Merton was sufficiently reliable to perform the ‘relevant measurements, and the measurements,
even after applying the margin of error, satisfy the claim limitations. RX-0034C at 8 (showing.
the measurement accuracy of Dr. Merton’s machine as 15 ppm, resulting in a measurement of

- 518 ppm + 15 ppm, which falls below the 900 microns/meter limit of claim 1); RX-0003C at
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Q/A 309-314; compare RX-OOO3C at Q/A 308. (Dr. Merton’s measurements showing CTE of 8.4
ppm/C and CHE of 67 pp/%RH) with id. at Q/A 321 (Dr. Wang’s measurements showing
CTE of 8.6 ppm/C and CHE of 6.6 ppm/%RH).

Fifth, Sony asserts that Fujifilm’s measurements of the 9840 product for this
investigation' are not reliable because Dr. Wang failed to apply a correction factor to th¢_ resulting
measurements. CIB at 91. However, Dr. Wang explained that he did apply a correction factor,
which was less than 0.1%. Tr. at 621:12-622:7, 650:21-25.

For claim 2, Sony argues that Fujifilm has not met its burden to establish that the 9840
products satisfy the surface roughnessllimitation because the product measured by Dr. Wang.
“does not derﬁonstrate surface roughness for the StorageTék 9840 tested in 2002 at Imation.”
CIB at 93. As I found above, the evidence shows that the 9840 product measured by Fujifilm for
this investigation reliaBly informs the;f: characteristics- of the 9840 product. Sony makes no
assertion that Dr. Wang’s measurements do not satisfy the “Wyk'o surface roughness of less than
10 nm.” Because I have credited Dr. Wang’s measurements, 1 need not address Fujifilm’s
contention that “the knowledge and expefience ofa [pérson of ordinary skill in the art and/or the
NSIC Roadmap” or the Imation LTO-1 product can be combined with the 9840 product to arrive
at an invention with _the requisite Wyko surface rqughness. See RIB at 75-76.

For the foregoing reasons, Fujifilm showed by clear and convincing evidence that the
Imation 9840 product anticipates claims 1, 2, 4, 5, 6, and 8 of the *501 patent.

2. ‘Meguro énticipates claims 1,2,4,5,6, énd 8.

Japanese Patent Application Number P2001-3412160 published on May 16, 2003, as
Publication Number 2003-141708 (“Meguro”), and lists Katsuhiko Meguro and Masatoshi
Takahashi as the inventors. RX-0124 at 1. Fujifilm and Staff assert that Meguro anticipates

claims 1, 2, 4, 5, 6, and 8 of the *°501 patent. CIB at 62-66; SIB at 87-88. Fujifilm’s expert, Dr.’
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Wang, stepped through the evidence to providel a limitation-by-limitation explanation of how
Meguro satisfies each limitation of the asserted claims. RX-0003C at Q/A 138-140, 214-256.

Sony first argues that Megﬁro does not disclose a “biaxially tensilized substrate,” but
Sony’s argument relies on a construction of “tensilized” that has been rejected. CIB at 93. Sony
next argues that Meguro-only discloses CTE between 23-50°C, not the 35°C range required by‘
claim 1, and a CHE of 50-80 %RH, not the 90% range required by claim 1. Id. at 94. .As
discussed above, the prior art need not disclose measurements at every degree or percentage of
humidity in the claimed range, as long as a person of ordinary skill in the art would understand
that the cross web dimensional difference of the disclosed tape remains linear over those ranges.
See Section V.F, supra. Dr. Wang testified that the temperature and relative humidity ranges
disclosed in Meguro would be understood by a person of skill in the art to demonstrate that the
disclosed tape demonstrates CTE and CHE across the ranges in claim 1, and Sony did not
present any compelling coﬁtrary evidence. RX-0003C at Q/A 239-240. |

Regarding claim 2, Sony argues that Meguro’s disclosure of “center-line surface
roughness average Qf 0.1 to 4.0nm” does not disclose the “Wyko surface roughness of less than
10 nm” limitation. CIB at 94. Sony explains that the surface roughness of claim 2 is that of the
recording medium, whereas the surface roughness of Meguro is only of the nonmagnetic
supporting member. Id.; CX-001 1C at Q/A 286-288. Sony’s expert concludes that “the surface
roughness of the supporting member does not necessarily indicate anything about the surface
roughness of the magnetic recording medium.” CX-0011C at Q/A 289. Although‘Sony’s expert
may be correct in the abstract, the full quote from Meguro that Sony excerpted is that “[t]he

magnetic recording medium according to the present invention is preferable because the surface

has extremely superior smoothness, as indicated by the center-line surface roughness average of
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0.1 to 4.0 nm with the cutoff value of 0.25 mm but preferably within the range of 0.5 to 3.0 nm.” | |
RX-0124 § 0082 (emphasis added). Meguro therefore discloses the limitation of claim 2. |

Regarding claim 6, Sony argues that the thickness of the substrate in Meguro for example
9, which Fujifilm relies on for the disclosure of claim 2, is 62 microns, which cioes not satisfy the
“about 1 to about 10 microns” limitation. CIB at 94. Fujifilm, on the other hand, relies on the
teaching of Meguro that the “thickness of the nonmagnetic supporting member used for a
computer tape is within the range of 3.5 to 7.5 pm (preferably 3 to 7 um).” RX-0124 § 0075.
Meguro’s “computer tape” teaching relied on by Fujifilm is different than the teaching in relation
to example 1 relied on by Sony that a “floppy® disk™ has a thickness of 62 microns, and a person
of ordinary skill in the art would have recognized that the 62 micron substrate of example 1 did
not inform the thickness of the substrate in example 9. Id 9 94. Although Meguro states that
example 9 was “fabricated through the same method as that was used for the working example
6” with some ‘céveats, and that example 6 was “fabricated through the same method used for
Wérking example 1,” nothing in Meguro suggesfs that examples 6 or 9 use the same 62 micron
substrate as example 1. Id. 99 0101, 0104. As Dr. Wang testified, a person of ordinary skill in
the art “would have understood that a magnetic tape medium is much thinner than a magnetic
floppy disk,” that 10 microns was “very thick for the early 2000s,” and that a thickness greater
than 50 microns would have been impossible. RX-0003C at Q/A 254. Megurq therefore
discloses the limitation of claim 6.

| Accordingly, for the foregoing reasons, Fujifilm showed by clear and convincing
evidence that the.Meguro anticipates cléims 1,2,4,5, 6, and 8 of the *501 patent.
3. Meguro-2 anticipates claims 1, 2, 4, 5, and 6.
United States Patent Application Number 10/413,510 was published on December 4,

2003, as Publication Number 2003/0224213 (“Meguro-2"), and it lists Katsuhiko Meguro and
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Masatoshi Takaﬁashi as the inventors. RX—0366 at cover page. Fujifilm and Staff assert that
Meguro anticipates claims 1, 2, 4, 5, and 6 of the *501 patent. CIB at 66-68; SIB _ét 88-89.
Fujifilm’s expert, Dr. Wang, stepped through the evidence to provide a limitation-by-limitation
explanation of how Meguro satisfies each limitation of the asserted claims. RX-0003C at Q/A
147-149, 257-295. |

For the same reasons as with Meguro, Sony argues that Meguro-2 does not disclose a
“biaxially tensilized substrate” or CTE and CHE values across the entire ranges claimed by the
’501 patent. CIB at 95-96. These same arguments have been rejected above.

Accordingly, for the foregoing reasons, Fujifilm showed by clear and convincing
evidence that the Meguro anticipates claims 1, 2, 4, 5, and 6 of the *501 patent.

4. The Imation LTO-1 product in combination with the knowledge and

experience of a person of ordinary skill in the art and/or the NCIS Roadmap
renders claims 1, 2, 4, 5, 6, and 8 invalid as ebvious.

The Imation LTO-1 product, also referred to as the Ultrium Generation 1 product, is
identified in the *501 patent as a prior art magnetic recording medium manufactured by Imation.
JX-0002 at 10:60-66. The NCIS Roadmap is a document titled “Magnetic Tape Storage
Roadmap February 2002” that was published by National Storage Industry Consortium
(“NSIC”), as noted above in the background description of the *501 pa.tent.‘ JX-0115; RX-0003C
at Q/A 150. NCIS was, at the time of the Roadmap, “a leading consortium of more than 50
companies and universities in the field of magnetic tape.” RX-0003C at Q/A 151-155. Fuwifilm
specifically relies on the section of the NSIC Roadmap titled “Recording Media Technology”
that discusses optimizing linear density, track density, and layer density of magnetic media to
increase tape capacity and performance. Id. at Q/A 154. Fujifilm’s expert, Dr. Wang, stepped

through the evidence to provide a linlitation-by-limitation explanation of how the Imation LTO-1
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product in combination with ‘the knowledge and experiencé of a person of ordinary skill in the art
and/or the NSIC Roadmap satisfies each limitation of the asserted claim. Id. at Q/A 352-386.

As explained in the *501 patent, the inventor changed “the substrate used in a magnetic
recording medium, Ultrium® Gene_ration 1, commercially available from Imation Corp., from a
tensilized polyethylene naphthalate to a polyethylene naphthalate film having been biaxially'
tensilized.” JX-0002 at 10:60-66. In other words, the *501 patent teaches that the LTO-1
product was not biaxially tensilized as required. by claim 1. See CX-0001C at Q/A 511
According to Dr. Wang, the NSIC Roadmap discloses the same biaxially tensilized substrate
used by the inventor of the 501 patent for the invention. RX-0003C at Q/A 359 (citing JX-0115
at Table 12 (NSIC Rbadmap); JX-0027 at 198:5-199:12 (deposition transcript of Dr. Merton);
JX-0002 at Table 1).

Sony does not appear to dispute the disclésure of the NSIC Roadmap, but does disbute
that a person of ordinary skill in the art would motivated-to':use the disclosure of the NSIC
Roadmap to change the medium in the Imation LTO-1 product in a way to make the claimed
invention. CIB at 98. Sony’s expert, Dr. Bhushan, expléins that such a combination would
make the LTO-1 tape inoperable for its intended purpose of “interchangeability and performance
with LTO-1 certified drives” because of the “strict and numerous requirements . . . as set forth in
the LTO-1 format specification.” CX-0011C at Q/A 506-514. Dr. Bhushan’s explanation
presupposes that a person of ordinary skill in the art would not alter an LTO-1 product if such an
alteration would make the product non-compliant with the LTO-1 format specification.
However, there is no evidence that a persoﬁ of skiH in the art motivated to “improve the
dimensional stability of a magnetic recording medium” (see RIB at 73) would only consider the

LTO-1 format specification to the exclusion of a different or new format specification. Indeed,
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the NSIC Roadmap. appears format-agnostic. See JX-0115 at 2 (refeniﬁg generally to “linear
tape recording formats™). The evidence therefore shows that a person of ordinary skill in the art
would be motivated to combine the biaxially tensilized substrate disclosed in the NSIC Roadmap
with the LTO-1 product to improve the dimensjonal stability of the tape. See RIB 'at 73 (citing
RX-0003C at Q/A 353). |

Sony next argues that Dr. Wang improperly relies on the inventor’s testimony,
impermissible hindsight, and incorrect claim interpretation. CIB at 98. Sony, however, fﬁils to
identify the supposed error in Dr. Wang’s évaluation of the inventor’s testimony. Sony also
never states what impermissible hindsight or incorrect claim construction Dr. Wang applied.
Similarly, Sony asserts that “Dr. Wang fails to demonstrate how ‘thi‘s combination renders [the
dependént] claims obvious and [that] Dr. Wang’s proposed combinations are improper” v/vithout
explaining the shortcomings in Dr. Wang’s analysis. Id. Fujifilm has put forth clear and
convincing evidence, and I decline to make Sony’s rebuttal argumeﬁts for them. As the Seventh
Circuit observed in its now familiar maxim, “[jJudges are not. like pigs, hunting for truffles
burie.d. in briefs.” United States v. Dunkel, 927 F.2d 955, 956 (7th Cir.1991). |

Accordingly, the evidence shows that the combination of the Imation LTO-1 product
with the NSIC Roadmap discloses each limitation of the asserted claims, and that a person of
ordinary skill in the art would have been rﬁotivated to make this combination.

Sony argues that secondary considerations of non;;)bviousness pféclude finding that the
combination-of the Imation LTO-1 prpduct with the NSIC Roadmap renders the asserted claims -
obvious. CIB at 100; Sony speciﬁcaily asserts that t_he.“knowledge at the ti;ne taught away from
the *501 invention” such that a person of ordinary skill in the art would not f‘consider matching

CTE and CHE of compesite recording media to standard Al-TiC, as required by the 501
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invention.” Id. (emphasis in original). Sony explains that the knowledge at the time wés that
“substrate properties dominate tape properties” so that “it was desirable to match the CTE of the
substrate to the standard Al-TiC substrate CTE (7ppm/C)” instead of matching the CTE of the
tape to the Al-Tic substrate. Id. (emphasis added). To support its assertion, Sony points to the
NSIC Roadmap, which states that “it is desirable to match thermal expansion of the tape
substrate with that of the head substrate.” Id. (citing CX-0011 at Q/A 675 (citing JX-0115 at 13-
14)). However, the NCIS Roadmap also states that the “physical properties of both the substrate

and the magnetic/nonmagnetic layers affect the properties of a tape and should be taken into

account” and that “the goal is to match thermal expansion of the tape in the TD to that of the
head substrate.” JX-0115 at 13, 14 {emphasis added). |

Sony also points to the “Richards™ publication that states that “mechanical properties of
tapes are dominated by substrate properties.” Id. (citing CX-0011 at Q/A 676 (citing RX-0127 at
5)). The Richards pﬁblication states that “the best that a tape designer can do is try to match the
thermal expansion of the head.” RX-0127 at 5. Sony’s evidencg 1s not a “clear discouragement”
of matching the CTE and CHE of the tape-.to the AL-TiC substrate. See Santarus, Inc. v. Par
Pharm., Inc., 694 F.3d 1344, 1356 (Fed. Cir. 2012).

Accordingly, Fujifilm has shown by clear and convincing evidence that the combination
of the Imation LTO-1 prodﬁct with the knowledge and experience of a person of ordinary skill in
the art and/or the NSIC Roadmap renders invalid as obvious claims 1, 2, 4, 5, 6, and 8 of the
’501 patent.

S. Takahashi in combination with the knowledge and experience of a

person of ordinary skill in the art renders claims 1, 2, 4, 5, 6, and 8 invalid
as obvious. ‘ -

Japanese Patent Application Number P2000-311769 published on April 26, 2002, as

Publication Number P2002-123928 (“Takahashi”).and lists Takahashi Masatoshi and Doshita
117



PUBLIC VERSION

Hioaki as inventbré. RX-0123 at 1. United States Patent Application Numbér 10/203,346
publilshed on June 12, 2003, as Publication Number 2003/0108775 (“Kobayashi”) and lists
Ieyasu Kobayashi, Shinji Muro, and Hirofumi Murooka as inventors. RX-0378 at cover page.
Fyjifilm only asserts that Kobayashi is part of an invalidating combination in the event that
Sony’s proposed construction of “tensilized” is adopted, which it is not. RIB at 78-79; see
Section V.C.1, supra. Therefore, only the combination of Takahashi with the knowledge and
experience of a person of ordinary skill in the art is effectively asserted as an invalidating
combination. Fuyjifilm’s expert, Dr. Wang, stepped through the evidencé to provide a limitation-
by-limitation explanation of how the imation LTO-1 product in combination with the knowledge
and experience of a person of ordinary skill in the art satisﬁés each limitation of fhe asserted
claims. RX-0003C at Q/A 165-213, 449-456.
| Sony argues that a person of ordinary skill in.the art would not modify Takahashi to use

Kobayashi’s “biaxially oriented polyester film” because such a person would not “merely swap”
~ substrates because substrate selection can affect performance. CIB _'at 99." However, Sony does
not dispute that Takahashi discloses a “biaxially tensilized substrate” if its untimely construction
of “tensilized” is rejected. CRB at 42-43. Thus, there is no need to rely on Kobayashi for that
limitation.

Sony also argues that Takahashi does not disclose CTE and CHE values that compass the
entire rangés claimed by the ’501 patent, but this argument has been rejected above. 1d at 43;
see Section V.F, supra.

To the extent that Sony intends its statement that “Takahashi fails to disclose all the
limitations of the Asserted Claims” to preserve arguments not articulated, it does not. I decline

to make Sony’s arguments for them. See Independent Towers, WA v. Washington, 350 F.3d 925,
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| 929 (9th Cir. 2003). (“We decline, however, té sort [through] the noodles in search of [the
plaintiff’s] claim.”).

Finally, as explained above, Sony’s argument that secondary considerations of non-
infringement teach away from the combination has been rejected.' See Section V.F.4, supra.

Accordingly, Fujiﬁ_lm has shown by clear and convincing evidence that thé combination
of Takahashi with the knowledge and experience of a person of ordinary skill in the art renders
invalid as obvious claims 1; 2,4,5, 6, and 8 of the 501 patent. |

6. Fujifilm did not pr;ove by clear and convincing évidence thaf the

specification of the ’501 patent does not adequately describe the asserted
claims.

Fujifilm advances two arguments thét all of the asserted claims of the *501 patent are
invalid for laék of written description. CIB at 86. |
| First, Fujifilm asserts that claim 1 and dependent claim 8 include limitations dfawn to
broad ranges, but tﬁat the specification describes only a single example within those claimed
ranges. See id. From that assertion, Fujifilm summarily concludes, without any supporting
citation, that a person of ordinary skill i the art “would have understood that a single example is
fnsufﬁcient to support that the inventor had possession of the entire claimed range.” Fuwjifilm’s
conclusion is flatly at odds with controlling precedent from the Federal Circuit, which states that
“[a] claim will not be invalidated on section 112 grounds simply because the embodiments of the
specification do not contain examples explicitly covering the full scope of the claim Ianguage.”:
Falko-Gunter Falkner v. Inglis, 448 F.3d 1357, 1366 (Fed Cir. 2006) (quoting LizardTech, Inc. |
v. Earth Resource Mapping, Inc., 424 F.3d 1336, 1345 (Fed. Cir. 2005)). Fujriﬁl-m’s attempt to
distiliguish Falko-Gunter Falkner based on lcomparing the paﬂiculaf claimns at issue there from
the claims of the *501 patent is unpersuasive. See CRB at 44. Fujifilm cannot, by presenting an

undeveloped written description argument, shift onto Sony a burden to show that the asserted
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claims satisfy the written description requirement of § 112. The asserted claims are presumed to
be valid, and thus to satisfy all the requirements of § 112. Here, the conclusory assertions in
Fujifilm’s briefing, and the single conclusory question and answer pair of its expert, Dr. Wang,
do not amount do not amount to clear and convincing evidence that any of the asserted claims
fail to satisfy the written description requirement of § ,1 12. RIB at 86 (citing RX-0003C at Q/A
527).

Fujifilm’s second written description argument appears to be contingent in nature.
Particularly, Fujifilm argues that, “under Dr. Bhushan’s interpretation of the claim, the ’501
Patent discloses no embodiments that meet the claim limitations and fails to describe the claimed
invention in sufficient detail that a POSA can reasonably conclude that the inventor had
possession of the claimed invention.” RIB at‘ 86 (citing RX-OOO3C at Q/A 528). Thé underlying
reasoning is that, during the deposition of the inventor of the *501 patent, he disclosed that the
“singl’e’s embodiment example disclosed in the ‘501 Patent was not measured-ﬁnder” testing
conditions that Sony’s expert, Dr. Bhushan, indicated were necessary to determine infringement.
See id. (citing JX-0027, 73-75, 78; CX-0011C at Q/A 337, 734). Fujifilm then appears to reason
that, because the inventor did not measure the properties that appear in the table presented withv
example 1 of the *501 patent according to the protocol presented by Dr. Bhushan, example 1
cannot provide written description support for the asserted claims. See id.

Fujifilm’s second written description argument, like its first, is unpersuasive.
Particularly, Fujifilm’s argument strays from the relevant test for written descﬂption, WhiCh;aSkS
“whether the disclosure of the application relied upon reasonably conveys to those skilled in the
art that the inventor had possession of the claimed subject matter as of the filing date.” Ariad

Pharms., Inc. v. Eli Lilly & Co., 598 F.3d 1336, 1351 (Féd. Cir. 2010) (en banc). Instead,
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Fujifilm presents extrinsic evidence, in the form of inventor testimony, that the properties
reported for example 1 in the *501 patent were obtained via a method that might not be suitable
to establish infringement. In so doing, Fujifilm, and its expert, fail to address what a person of
ordinary skill would understand from the *501 patent’s actual disclosure. Moreover, Fujifilm’s
argument erroneously suggests that, because the inventor’s measurement methods may not
suffice to show infringement, the embodiment he disclosed in the *501 patent would not indicate
to a person of ordiﬁary skill that he possessed the invention claimed therein. That conclusion
simply does not follow. Accordingly, Fujifilm has also failed to prove, by clear and convincing
evidence, that any aSéerted claim of the *501 patent lacks wriften description based on its second

argument.

7. Fujifilm did not prove by clear and convincing evidence that the
asserted claims are not enabled. ' S

Fujifilm argues that all assertéd claims of the >501 patent are invalid for lack of
enablement. RIB at 87; Howevéf, Fujiﬁlﬁi’s briefing falls well short of establishing invalidity
due to lack of enablement by clear and convincing evidence. Particularly, neither Fujifilm in its
briefing, nor its expert in his testimony, address the underlying factors that govern the
enablement inquiry. Compare In re Wands, 858 F.2d 731, 737 (Fed. Cir. 1988) with RIB at 87-
88 and RX-0003C at Q/A 529-531. While it is possible that some portion of the two pages of
Fujifilm’s briefing and three question and answer pairs from Fujifilm’s expert may read on one
or more of the eight factors that inf_o_nﬁ whether a disclosure would reduire undue
experimentation, the Commission is not in the business of completing a party’s arguments for |
them. As Staff comrectly notes, “[a] patent is presumed valid, and, as the challenger,‘ it is
Fujifilm’s ‘burden to show by facts supported by clear and convincing evidénce that the patent

was not enabling.”” SIB at 98 (citing U.S. v. Telectronics, Inc., 857 F.2d 778, 785 (Fed. Ciur.
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1988);) Cephalo_n; Inc. v. Wats.c_m'Ij’harmaceuticajls, Inc., 707 F.3d 1330, 1339 (Fed. C1r 2013)
(“Watson had the burden to show by way of testimony of- documentary evidence the amount of |
experimentation needed”)). Here, the conclusory assertions in Fujiﬁlm’s brief and its expert’s
witness statement, which are ambiguous at best in their relation to the factors underlying a proper
undue experimentation detennination, do.not amount to clear and convincing evi_dence of a lack
of enablement. Accordingly, I find that Fujifilm has failed to establish, by clear and convincing
evidence, that any of the asserted claims are invalid for lack of enablement. |

VI. U.S. PATENT NUMBER 6,674,596

United States Patent Number 6,674,596 is entitled “Metﬁory In Cassette Has Use
- Restriction Recorded In Reaci—Only Memory.” JX-0001 at cover page (’596 patent). The patent
1ssued from Appﬁcation Number 09/524,909, and claims priority to Japanese Patent Appiication
Number P11-072042 having a date of March 17, 1999 Id Tt issued .on' January 6, 2004, and
lists Yoshihisa Takayama és the sole inven‘tor and Sony Corporation as the assignee. Id.

The *596 patent c_laims a tape drive for reading from and writing to a specific type of tape
cassette that ﬁas solid-state memory in addition to a inagnetic tape. Id. af Abstract. The solid-
state memory, which is also referred to as nonvolatile memory on remote memory chip 4 shown
in figure 3A of the *596 patent, below, can store management information such as “manufacture
information and serial number information of each tape cassette, the tape width and length, the
tape material, information relevant to a record of using recorded data in each partition, user
information, and the like,” which “are used for management of the wdting/reéding to)from the
inagnetic tape 3."" Id. at 4:6-30, figure 3A; see also id. at 4:48-55, figure 3B (showing the

nonvolatile memory on a contact chip instead of a remote chip).
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iccording t « the 596 patent, the solid-state memory can ilow the fecording media to
function as a write-once read-many (“WORM”) storage device. Id. at 1:35-37, 17:19-18:65.
The *59 ) patent des ribes éther WORM storage device : that existe 1 at the time of the invention,
such as compact disks, but asserts that it was not pssible to prevent re-writing of data on
magneti : tapes befo e the mmvention. /d. at 1:12-43.

L; The \sserted 596 Patent Claims

Sony asserts claims 1,2, 3,4, 5, 6,7, 8,9, 10, 11, 12, and 13 of the *596 patent in this

mvestig tion. Asserted claims 2, 3,'6', 7,and 8 depend on independent claim 1, asserted claim 4
depends on claim 3, and asserted claim 5 depends oﬁ cl im 4. Asseted claims 10, 11, 12, and 13
depend m independ :nt claim 9. These claims provide:

1. A tape drive apparatus comprising;: -
tape d 1ve means for running a magnetic tape and writing/reading
information to/from the magnetic tape, w erein the mignetic tape is
enclos:d in a tape cassette;
memo y drive means for reading and writing manage nent information by
performing a predetermined communication process /ith a memory,
wherein the memory is included in the tape cassette for storing the
management nformation for managing th : writing/re «ding of information
to/fro 1 the magnetic tape by the tape driv2 means;
a use-recognition information detector for detecting from the memory use-
recog ition information designating a use for the tape cassette; and
a cont oller for controlling an operation of the tape drive means based on
the use-recognition information detected by the detector,
wherein the use-recognition information 1 : stored in a read-only area in
said memory.

% %k % %k %k

2. The tape drive apparatus according to claim 1, wherei 1, when said
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controller controls the tape drive means for writing data to the magnetic
tape, said controller controls said tape drive means to use a last writing
position on the magnetic tape as a writing start position.

% %k %k %k ok
The tape drive apparatus according to claim 1, wherein said controller
controls the tape drive means to write an identification information of the
tape cassette stored in said memory together with write data on the
magnetic tape.

R ‘* *
The tape drive apparatus according to claim 3, further comprising;:
an identification-information comparator for comparing the identification
information stored in said memory and the identification information
written on the magnetic tape.

* %k %k %k %k
The tape drive apparatus according to claim 4, wherein said controller
controls the operation of the tape drive means based on a result of a |
comparison of the identification information comparator.

* 3k ok ok o3k
The tape drive apparatus according to claim 1, wherein said controller
performs data reading based on the use-recognition information detected
by the detector.

d ok sk ok ok
The tape drive apparatus according to claim 1, wherein said memory
comprises a read-only area and a rewritable area. '
The tape drive apparatus according to claim 1, wherein said memory drive
means comprises interface means for transmitting data between the
memory and the memory drive means.

‘ 5k 4 k %

A tape drive apparatus comprising:
tape drive means in which, when a tape cassette including a magnetic tape
is loaded, said tape drive means runs the magnetic tape and writes/reads
information to/from the magnetic tape; _
memory drive means in which, when the tape cassette includes a memory
for storing management information for managing the writing/reading of
- information to/from the magnetic tape, said memory drive means reads or
writes the management information by performing a predetermined
communicating process with the memory;
a first identification-information detector for detecting first identification
information of said tape cassette stored in said memory;
a second identification-information detector for detecting second
identification information of said tape cassette stored on the magnetic
tape; :
identification-information determining means for determining whether the
first and second identification information detected respectively by the
first and second identification-information detectors coincide with each
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other; _
a controller for executing only a particular operation based on a result of a

determination by said identification-information determining means.
* %k & % % :

10. The tape drive apparatus according to claim 9, wherein when said
controller controls the tape drive means for writing data to the magnetic
tape and said controller further controls said tape drive means to use a last

writing position on the magnetic tape as a writing start position.
) % ok ok ok ok

11. The tape drive apparatus according to claim 9, wherein said controller
controls the tape drive means to write on the magnetic tape an '
identification information of the tape cassette stored in said memory, as

well as to write data on the magnetic tape.
K %k %k %k ok

12. The tape drive apparatus according to claim 9, wherein said controller

performs data reading based on the use-recognition information.
* sk ok ok ok :

13.  The tape drive apparatus according to claim 9, wherein said memory
comprises a read-only area and a rewritable area.

JX-0001 at 21:21-22:43.

B. Level of Ordinary Skill in the Artv
Sony, Fuj ifilm, and Staff largely agree on the level of a person of ordinary skill in the art
as of the date of the ’596 invention, with only slight differences 1n their proposals that do not.
affect the substantive analysis in this .investigation. CIB at 105 (citing CX-0003C at Q/A 132-
138); RIB at 90 (citing RX-0004C at Q/A 60-66; CX-0003C at Q/A 136); SIB af 99 (citing CX-
0003C at Q/A 132-133; RX-0004C at Q/A 63). Given the evidence of the record cited by the
private parties and Staff, and that the parties’ positions would not be changed or materially
altered under either of the proposed definitions, I find that a person of ordinary skill in the art can
be either of the following:
1. A person with “a bachelor’s degree in mechanical engineering, electrical engineering, or
a closely related field, and at least two to three years of experience in the field of

magnetic tape systems. A person with less education but more relevant practical
experience (or vice versa) may also meet this standard.” CX-0003C at Q/A 133.

2. “[A] person with a bachelor’s degree in mechanical engineering, electrical engineering,
or a closely related field, and two to three years of experience in the field. of magnetic
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tape systems. A person with less education but more relevant practical experience may
also meet this standard.” RX-0004C at Q/A 63.
C. Claim Construction and Indefiniteness

The parties agreed upon the constructions of the folloWing terms:

1. “management information” as “[mJanufacture information, serial number information,
the tape width and length, the tape material, information relevant to a record of using
recorded data in each partition, user information, and other information that can be used
in the managing of the writing/reading of data to/from the magnetic tape”;

2. “identification information” as “[iJnformation that can be used to identify”’; and

3. “identification-information determining means [for determining whether the first and
second identification information . . . coincide with each other]” as “Function:
determining whether first and second identification information coincide with each other
/ Structure: system controller 15, and equivalents.”

Joint Motion for Leave to File Second Amended Joint List of Proposed Claim Terms, Exhibit A
at 1-2 (May 25, 2018); Order No. 39 (June 29, 2018) (granting motion). Accordingly, I adopt the
agreed-upon constructions for the purposes of this investigation.

The parties also agree that the following limitations are not governed by 35 U.S.C.
§112,96:

“a controller for controlling an operation of the tape drive means based on the use-
recognition information detected by the detector”™;

“controller [that] controls the tape drive means for writing data to the magnetic tape [and
said controller further] controls said tape drive means to use a last writing position on the
magnetic tape as a writing start position”;

“controller [that] controls the tape drive means to write an identification information of
the tape cassette stored in said memory together [as well as to / with] write data on the
magnetic tape”;

“controller [that] controls the operation of the tape drive means based on a result of a
comparison of the identification information comparator”;

“controller [that] performs data reading based on the use-recognition information
[detected by the detector]”; and

“a controller for executing only a particular operation based on a result of a determmatlon
by said identification-information determining means.’
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Id at 2-4. Accordingly, these lumitations wili not be treated as means-plus-function limitations
for the purposes of this iﬁvestigation.
The parties assert a displﬁe over seven claim terms in the *596 patent:
1. tape cassette; |
2. use-recognition information;
3. read-only area;
4. writing/reading, writes/reads and to/from;
5. a) tape drive means for running a magnetic tape and writing/reading information to/from
the magnetic tape [claim 1],
b) said tape drive means runs the magnetic tape and writes/reads information to/from the _

magnetic tape [claim 9];

6. memory drive means [for reading and writing/that reads or writes] management
information by performing a pred‘etermined communication process with a memory; and

7. interface means for transmitting data [between the memory and the memory drive
means/of the management information].

Id. at 5-9.

Notwithstanding the parties’ assertions, only th'ree‘groups of terms require construction
for resolution of this vinvestigation: _(I‘)V“tape- casseﬁe,” (2) “writing/reading,” “writes/reads,”
“to/from,” and (3) “memory dxive means [for reading and writing/that reads or writes]
management information by performing a predetermined communication process with a
memory.” The construction of the other terms do not affect any issue in this investigation, and
therefore the terms need not be construed. See Vivid Techs., Inc. v. American Sci. & Eng’g, Inc.,
202 F.3d 795, 803 (Fed. Cir. 1999); Vanderlande Indus. Nederland BV v. Int’l frade Comm.,

366 F.3d 1311, 1323 (Fed. Cir. 2004).
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1. “tape cassette”
The term “tape cassette” appears in asserted independent claims 1 and 9 and dependent
claims 3 and 11, and is incorporated by dependency into asserted claims 2,4,5,6,7,8, 10, 12,

- and 13. The parties propose the following constructions for this term:

Sony . o Fujifilm E - | Staff :
housing with magnetic tape housing with magnetic tape | Construction of this term is
wound around two reels unnecessary. If construction is

required, however, this term
should be construed as
“housing with magnetic tape.”

Joint Motion for Leave to File Seéond Amended Joint List of Proposed Claim Terms, Exhibit A
at 5 (May 25, 2018).

The core dispute between the parties is whether a “tape cassette” must have two reels, or
if a tape with a single reel can satisfy the limitation. The language of the claims only requires the
tape cassette to enclose the magnetic tape, and does not specify a limit to the number of re.els the
cassette may or may not contain. See JX-0001 at 21:24.‘ Nor does any party argue that the
specification limits a tape cassette to two reels. RRB at 48; CIB at 106; CRB at 47; SIB at 102.

Fujifilm’s argumeht instead starts with the premise that the plain and ordinary meaning of
“tape cassette” requires two reels, and that the specification does not expand the ordinary
meaning of “tape cassette” to encompass a single-reel housing. RRB at 48. To estabiish that the
plain and ordinary meaning of “tape cassette” requires two reels, Fujifilm attempts 'to.
differentiate the term “cartridge” from the term “cassette.” Fujifilm argues that “cartridge” 1s a
reel-ambiguous genus whereas “cassette” is a specific two-reel speciés. RIB at 92; RRB at 48.
As evidence, Fujifilm points to the hearing transcript from the 337-TA-1050 investigation, which
is not part of the record in this investigation, the testimony if its expert on direct and cross

examination, technical books and articles, and dictionary definitions. RIB at 92-93 (citing Tr. at

128




PUBLIC VERSION

741:19-742:7 (“Cartridgé 1s a superset, if you will, more expansive than a cassette. Cassette is
limited to two feels, in my opinion”); RX-0004C at Q/A 163-180 (discussing RX-0214 to RX-
0220); CX-0411 at 4 (defining a cassette as having “reels which are driven on their axis”); RRB
at 48-49 (citing RX-0216 at 147, 149). For example, Fujifilm cites a textbook published in 1999
entitled “Magnetic Recording: The First 100 Years” has the section heading “Cassette (Two
Reels) or Cartridge (One Reel).” RX-0214 at 186.

Sony counters that the *596 patent uses “cartridge” and “cassette” interchangeably, not as
a genus and species. CIB at 106 (citing JX-0001 at 9:50-55, 14:23-28, 20:3-18, figure 23; CX-
0003C at Q/A 273-276; CX-0013C at Q/A 130). Sony then argues that cartridges were
understood to have one or more reels, and by implication so were cassettes. Id As evidence,
Sony points to the cross-examination testimony of Fujifilm’s expert, an inventor of the ’596
patent, dictionary definitions, Fujiﬁlm’s asserted prior art, and Fujifilm’s patent applications.
CIB at 47-48 (citing Tr. at 742:1-7; JX-0081C at 29:17-30:9, 33:4-37:13; CX-0410; CX-0411;
CX-0412; CX-0413; RX-0211; RX-0212; RX-0224 at 1:16-17; CX-0413 at [0008]). For
example, a U.S. Patent Application listing Fuyjifilm as the assignee that publishéd as
2003/0025021 states that “magnetic tape cassettes are available in two types . . . the second type
comprising magnetic tape wound around a single reel which is also housed fotatably in the case
(this is a so-called one-reel type).” CX-0413 at [0008]. As to Fujifilm’s evidence that shows a
cassette would be understood as limited to two reels, Sony argues that those sources “are largely
irrelevant b_ecause they define analog A/V cassettes” instead of cassettes in general. Id. (citing
CX-0013C at Q/A 131-132).

I find the specification uses “cartridge” and “cassette” interchangeably. For example, the

specification states that “when writing is performed using the tape cassette 1 . . . a cartridge
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serial number stored in the remote memory chip 4 as identification information of the tape
cassette 1 is written in the data area A1 ....” JX-0001 at 9:50-55 (emphasis added). Similarly,
the specification also states that: “a serial number that is ASCII-based 32-character information
is stored as a cartridge serial number, and the code number of the manufacturer of the tape
cassette 1, which is a manufacture identifier, is stored as manufacturer ID.” JX-0001 at 14:23-28
(emphasis added). In addition, in the Object and Summary of the Invention section, when
describing this same operation, the specification refers to “tape cassette’s serial number” rather
than “cartridge serial number,” again suggesting the interchangeability of “cartridge” and
| “cassette.” JX-0001 at 2:48-56; see id. at 4:21-25, 20:44-49. While Fujifilm is correct that such
language could be consistent with a definition of caﬂridge that is a superset of cassette, the better
reading is that the specification does not make such a distinction.

Moreover, the extrinsic evidence and associated expert testimony cuts both ways. The
evidence relied on by Fujifilm largely supports the understanding that the cassette being
discussed had two reels, and the evidence relied on by Sdny largely supports the understanding
that a cassette was deﬁned based ofl it having a magnetic tape within in, not based 6n the number
of reels.

The inve_:ntion described and claimed in the 596 patent is not concerned with the number
of reels in the tape cassette. Nor does the evidence show that a person of ordinary skill in the art
would understand the ’596 patent to be directed to only those housings that have two reels.
Accordingly, the term “tape cassette” is construed to mean “housing with magnetic tape” and

does not require a particular number of reels.

130



PUBLIC VERSION

2. “writing/reading,” “writes/reads,” and “to/from”
The terms “writing/reading,” “writes/reads,” and “to/from” appear in asserted
indepehdent claims 1 and 9, and are incorporated by dependency into asserted claims 2, 3, 4, 5,

6,7,8,10,11, 12, and 13. The parties propose the following constructions for these terms:

Sony L N Fujifilm L S Staff v : :
plain and ordinary meaning, | mndefinite Construction of this term is
1.e., “writing or reading, writes unnecessary. If construction is
or reads, and to or from, required, however, this term
respectively” should be construed with its

plan and ordinary meaning,
which is the claim language
itself.

Alternatively, this term should
be construed as “writing or
| reading,” “writes or reads,”
and “to or from, respectively.”

Joint Motion for Leave to File Second Amended Joint List of Proposed Claim Terms, Exhibit A
at 6 (May 25, 2018).

Thus, the question is whether these terms are indefinite. Fujifilm argues that the terms
are indefinite because a person of ordinary skill in the art would not have known what the
forward-slash (*/””) in the term refers to. RIB at 96-97. For example, in claim 1, Fujifilm asserts
that such a person would not have known whether the limitation “tape drive means for running a
magnetic tape and writing/reading informatioxi to/from the magnetic tape” requires a tape drive
that can write to and read from a magnetic tape, or a tape drive that can only write to or read
from a magnetic tape. Id. |

“Definiteness is to be evaluated from the perspective of someone skilled in the relevant
art . . . at the tume the patent was filed.” Nautilus, Inc. v. Biosig Instruments, Inc., 134 S. Ct.

2120, 2128 (2014). In order to be sufficiently definite, the “claims, viewed in light of the
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specification and prosecution history, [must] inform those skilled in the art about the scope of the
invention with reasonable certainty.” Id. at 2129.

The specification uses the forward-slash convention to describe reading and writing
functionality. For example, the specification describes an interface for “writing/reading to/from
the nonvolatile memory to a tape streamer drive” and then ‘_‘writing and reading management
information concerning data writing to and data reading from the nonvolatile memory” so that
“the operationé of writing to and reading from the magnetic tape 3 can be efficiently performed.”
JX-0001 at 4:3 1';39 (emphasis added). The specification also uses the forward-slash convention
in other contexts as an “and” or an “inclusive or.” For example, the specification describes
“loading/unloading” as “loading and unloading.” Id. at 4:40-47. Indeed, it wbuld make little
sense if a tap¢ drive could perform only one of th¢se functions. The spe_:ciﬁ_cation similarly
describes a “éompression/decompression circuit” that can perform both compression and
decompression functionality. Id. at 7:3-20, 7:50-57.

Further, as Sony and Staff point out, the extrinsic record is replete with evidence that a
forward slash was a well-known and widely-used coﬁvention in the magnetic storage field. See
CIB at 112; SIB at 107-108. For example, Fujifilm’s own marketing literatufe and patent filings,
and the patent filings of Fujifilm’s expert, use the forward slash to indicate reading and writing
capabilities. Tr. at 780:6-19 (Fujifilm’s expert testifying that “full read/write capability” in a
Fujifilm document “refers to the tape drive being capable of reading and writing the identified
media”), 783:14-25 (Fujifilm’s expert testifying that he used the phrase “read/write channel” in a
patent application on which he is listed as an inventor), 784:5-16 (same), 784:14-785:20
(Fujifilm’s expert testifying that he used the phrase “[t]he controller 42 provides a control signal

to a R/W channel circuit 44 during read/write operations” in a patent on which he is listed as an
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inventor), 787:14-78.8‘:2 (Fujifilm’s expert festifying that a patent assigned to Fujifilm uses the
phrases “read/write of data” and “read/write controller”), 788:5-789:8 (Fujiﬁlm’é expert
testifying that a patent assigned to Fujifilm uses the phrases “read/write device” and “the present
invention related to a cartridge memory read/write device reading/writing data signals of a
cartridge memory”), 789:9-791:2 (Fujifilm’s expert testifying that a patent application assigned
to Fuyjifilm uses the phrase “reéding/writing data from/to said first memory,” although the claims
issued without the slashes).

Fujifilm focuses on the cross-examination testimony of Sony’s expert, Dr. Mowry, to
support its position. RIB at 98-99. Dr. MoWry testified that the best interpretation of the
forward-slash is that it is neither an “and” nor an “or, but it is “an association of writing of
information to the magnetic tape, reading information from the magnetic tape.” Id. at 98
(quoting Tr. at 439:19-23). However, he then went on to testify that “inclusive ‘or’ is probably
the besf way to interpret this claim language if we need to replace the slash™ and that “inclusive
or ... [is] very close to the concept.” CX-0003C at Q/A 363; Tr at 439:24-440:2. Fuyjifilm has
not established that a person of ordinary skill in the art would not understand what a forward-
slash nieans in the context of the ’596 patent. ‘Fujiﬁlm has therefore not met its burden to
establish that claims 1 and 9 are indefinite. See Nautilus, 134 S. Ct. at 2130 n.10.

Accordingly, Sony’s proposed construction is adapted, with the understaﬁding that the
term “or” in Sony’s construction is an inclusive or (sometimes written as “and/or”), not an
exclusive or. See CIB at 113 n.42. “Writing/reading” is construed as “writing or reading,”

writes/reads” is construed as “writes or reads,” and “to/from” is construed as “to or from.”

133



PUBLIC VERSION

3. “memory drive means”

The memory drive means limitation appears in asserted independent claims 1 and 9 from
which claims 2-8 and 10-13 respectively depend.” As discussed in more detail below, this term
is relevant fo Fujiﬁlrﬁ’s prior art defenses.

All parties agree that the claimed “memory drive means” should be construed as a means-
plus-function limitation pursuant to ‘35 U.S.C. § 112, q 6, and all parties agree that the function
of thé means is reading and writing management information, which is information that can
control whether the tape can be written to or not. The dispute arises over the structure disclosed
in the ’596 patent that corresponds to the function. The parties propose the following

constructions for this term:

'7 Although the memory drive means term is recited differently in each of independent claims 1
and 9, the parties do not contend that the differing recitations affect the determination of whether
SCSI buffer controller is a corresponding structure required for all of the embodiments of the
memory drive means. :
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Sony’s Proposed
Construction

Fujifilm’s Proposed
Construction

Staff’s Proposed
Construction

This limitation 1s governed
by 35US.C. §11296.

Function: reading and writing
management information by
performing a predetermined
communication process with
a memory

Structure: System Controller
15 of Figure 1 with SCSI
Bufter Controller 26 and
Remote Memory Interface 30
of Figures 1 and 2 (for tape
cassettes with remote
memory chips) or
predetermined connector part
of 9:10-20 (for tape cassettes
with contact memory) and
their equivalents

This limitation is govemned
by 35U.S.C. §11296.

Function (claim 1): reading
and wniting management
information

Function (claim 9): reads or
writes the management
information

Structure: System Controller
15 of Figure 1 with SCSI
Buffer Controller 26 and
Remote Memory Interface 30
of Figures 1 and 2 (for tape
casseftes with remote
memory chips) or
predetermined connector part
of 9:10-20 (for tape cassettes
with contact memory) and
their équivalents

This limitation 1s govemed
by35US.C.§11296.

Function: reading and writing

management information by
performing a predetermined
communication process with
a memory

Structure: System Controller

15 of Figure 1 with SCSI
Buffer Controller 26 and
Remote Memory Interface 30
of Figures 1 and 2 (for tape
cagsettes with remote
memory chips) or
predetermined connector part |
of 9:10-20 (for tape cassettes
with contact memory) and
their equivalents

Joint M ition for Le wve to File Second Amended Joint .ist of Prop »sed Claim Terms, Exhibit A
at 7-8 (' Tay 25, 2013).

‘o understa 1d the dispute over the corresponding structuce, it helps to know that all
parties agree the *596 patent discloses two embodiments of the invention. See CIB at 109; RIB
at 95. In both e ibodiments, the tape cassette has a memor - that contains management
information. In one embodiment, the memory on the cassette is called a “remote memory” and it
communicates with the drive wirelessly. JX-0001 at 7:59-8:9. In another embodiment, the
memory on the cassette is called the “contact memo y” and it communicates with the drive
through contact pins. Id. at 9:10-20. As can be seen from the abo /e table, the parties generally

agree that the struture corresponding to the “mem ry drive eans” includes SCSI buffer
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co_ntroller 26. See RIB at 94; see also CIB at 109; SIB at 106. The parties disbute, however,
~ whether the‘ SCSI buffer controller 26 is corresponding structure in both the remote memory
embodiment and the contact memory embodiment. See CIB at 109; RIB at 95.

Sony and Staff contend that SCSI buffer controller 26 is a corresponding structure for the
memory drive means for both the remote and contact memory embodiments. CIB at 109-110;
SIB at 106; SRB at 23-24. According to Sony and Staff, SCSI buffer controller 26 is directly
involved with the function performed by the memory drive meaﬁs for both embodiments, i.e.,
reading and writing management information. CIB at 109-110; RRB at 23-2:1. Sony and Staff
each contend that the SCSI buffer controller 26 is necessary structure and thus corresponds
(along with other components) to the recited memory drive means for all embodiments covered
by the asseﬁed claims.

Fujifilm asserts that SCSI buffer éontroller 26 is not part of the memory drive means in
the contact memory embodiment for two reasons. RIB at 95. First, Fujifilm argues that the
contact memory embodiment disclosed.in the 596 patent does not describe or depict the use of
SCSI buffer controller 26 for reading and writing management information. RIB at 95-96; RRB
at 52. Fujifilm contrasts this lack of ekpress disclosure by pointing out that Figure 1 of the *596
patent expresély illustrates the remote memory embodiment in which remote memory chip 4
communicates with system controller 15 by way of remote memory interface 30 and SCSI buffef

controller 26:
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RIB at 95.

Second, Fujifilm points out that the *596 patent states that system controller 15 may
“diréCﬂy access” the contact memory in the contact memory embodiment. RIB at 95-96 (citing
| JX-0001 at 9:18-20); RRB at 52 (citing same). Fujifilm argues that SCSI buffer controller 26 is
not a co responding structure be‘céuse it is not “required” or “needed” for writing fo or reading
from th: memory n the contact memory embodim :nt given tiat contact memory can be
“directly” accessed 1y system controller 15. RIB at 96; RRB at 52.

I assessing means-plus-function claims, “[s]tructure disclosed in the specification
qualifies as ‘corres ronding structure’ if the intrinsic evidence cl :arly links or associates that
structure to the func :iQn recited in the claim.”. Williamson v. Citrix Online, LLC, 792 F.3d 1339,
1352 (F :d. Cir. 201 ). Thus, the issue here is whether he *596 patznt clearly links or associates

SCSI b ffer controller 26 with the functions perfor ed by the memory drive means in the
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contact memory embodiment. That issue is difficult to resolve because the ’596 patent
disclosure is open to alternative interpretations.

In particular, the *596 patent explains that in the contact memory embodiment, the
terminals of contact memory are “electrically connected” to system controller 15 such that
system controller 15 can “directly access” contact memory:

By connecting the connector part to the terminal part 106, the five
terminals of the contact memory, 105A, 105B, 105C, 105D, and
105E are electrically connected to the system controller 15. This

enables the system controller 15 to directly access the conmtact
memory 104 of the loaded tape cassette 1.

See JX-0001 at 9:10-20. This disclosure is ambiguous. The disclosure could be understood to
mean that system conﬁ‘éller 15 1s electrically connected to contact memory without the need for
intervening components, but there 1s no express disclosure of which intervening components
could be eliminated. Fujifilm contends .t'h_at the passage means there is no need for the
intervening SCSI buffer controller 26, but it might just as well mean that there is no need for
remote memory interface 30, for example.

The parties’ experts disagree as to the correct interpretation of this disclosure. Sony’s
expert, Dr. Mowry, testified that SCSI buffer controller 26 is part of the tape drive hardware
irrespective of the memory type. S'ee CX-0003C at Q/A 388-393. Accordingly, “there needs to
be a SCSI buffer controller, which will deal with the differing data transfer speeds between the
tape drive’s system controller énd the host computer, on the one hand, and the system controller
and the memory, on the other.” Id. at Q/A 390. Fujifilm’s expert, Dr. Messner, testified that a
SCSI buffer is only needed for temporary data storage when data is being moved from one
region to another in order to acéouut for speéd mismatch. RX-0004C at Q/A 237. According to
Dr. Messner, thére would be no speed mismatch, and therefore no need for a SCSI buffer, in the

contact memory embodiment. /d.
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What is disclosed by a patent‘ speciﬁcation is a question of fact, and I find that the
evidence of record favors interpreting the SCSI buffer controller as corresponding structure for
the memory device means in the contact memory embodiment.'"®  See In re Hayes
Microcomputer Prods., Inc., 982 F.2d 1527, 1541-43 (Fed. Cir. 1992); Ranpak Corp. v.
Storopack, Inc., 168 F.3d 1316 (Fed. Cir. -1 998) (unpublished) (holding that the determination of
the corresponding sfmcture may include questions of fact). The parties agree that the function
performed by the memory drive means relates to reading and writing management information
stored on remote memory chip 4 (in the remote memory embodiment) or in contact memory 104
(in the contact memory embodiment).’® The nature of the management information stored does
not differ based upon the type of memory; the only diffefence is the manner. in which the
management information is retrieved from the memory by system controller 15. See, e.g., JX-
0001 at 4:54-55, 12:4-17:18, 20:31-35. In addition, there is no indication in the ’596 patent that
the use of the management information che{ﬁges depending upon its source (ie., whether it is .
retrieved from remote memory chip 4 or contact memory 104) or the mechanism by which it is
retrieved by system controll_er 15. The ’596 patent. does teach, however, that the management
information from the memory chip is shared with a host computer in order to determine
subsequént read/write operations. Id. at 18:1-12, 48-65; see also CX-0003C at Q/A 390-392.

For example, the ’596 patent explains that management information stored on the

memory chip is used to restrict reading and writing to the tape media in WORM operations. JX-

18 The parties do not dispute that the SCSI buffer controller is a corresponding structure for the
memory device means in the remote memory embodiment.

' The °596 patent collectively refers to the remote memory chip 4 and contact memory 104 as
“memory-in-cassette” or “MIC.” See JX-0001 at 4:56-58; 12:4-16.
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0001 at 17:20-25; 19:56-62; 20:3-18. In describing these functions, thev ’596 patent expressly |
indicates that they are performed in both the remote and contact embodiments. Id. at 20:31-35.
In addition, the *596 patent explains that “when writing is performed, identification inforrhation, '
such as the serial number of the tape cassette stored in the memory, is written on the magnetic
tape together with write data. This enables the magnetic tape and' the memory in the tape
cassette to have common information.” Id. at 20:44-49. Sony’s expert explained that a SCSI
buffer controller is necessary for this type of function to occur where there are different data
transfer speeds between the system controller and host computer and the systém controller and
the memory on the cassette. See CX-0003C at Q/A 390; see also RX-0004C at Q/A 237. I find
that the SCSI buffer controller is clearly associated with the reading and writing function
performed by. ‘;he memory drive means. The 596 patent specification links the recited functions
of the memory drive means to the SCSI buffer in relation to communicating with a host
computer and writing information to the tape media. See Williamson, 792 F.3d at 1352.
Accordingly, a SCSI buffer controller shall be considered to be a part of the corresponding
structure of the recited memory drive means for both the remote and contact memory
embodiments.

D. Infringement

Sony alleges that Fyjifilm’s WORM LTO-4, LTO-5, and LTO-6 tape IA)roducts infringe
claims 1-13 of the ’596 patent when used with compatible tape drives, and that Fujifilm’s
rewritable LTO-4, LTO-5, and LTO-6 tape ;)roducts infringe claims 1, 3, and 6-8 when used

With compatible tape drives.”* CIB at 118-139; SIB at 112. Sony’s evidehce of Fuyjifilm’s direct

20 Allegations that Fujifilm’s LTO-4, LTO-5, and LTO-6 non-WORM products infringe claims
4,5,9,11, 12, and 13 are foreclosed. Order No. 19.
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infringemént activities consists of documents, emails, deposition testimony, and the testimoﬁy of
its expert. CIB at 139-140 (citing evidence); CX-0003C at Q/A 773-885 (same). Sony’s
evidence of literal infringement consists of Fujifilm documents, website printouts, deposition
transcripts, format specifications, and its expert’s analysis of the products. CIB at 118-139
(citing evidence); CX-0003C at Q/A 139-176, 423-772 (same). Sony’s expert, Dr. Mowry,
walked through the evidence to provide a limitation-by-limitation infringement analysis for the
asserted claims. Id at Q/A 29-30, 139-176, 423-772.

Sony also alleges that Fujifilm indirectly infringes claims 1-13 of the ’596 patent by
inducing and contributing to the direct infringement‘ by others, including customers and users of
the accused Fujifilm products. CIB at 140-144 (citing evidence); CX-0003C at Q/A 30, 808-893
(same). Sony’s evidence of the underlying acts of direct infringement by others consists of
public reports, sales information, emails, test specifications and agreements, deposition
testimony, testimony of a Fyjifilm’s witness, and the testimony of its expert. CIB at 140-141
(citing evidence); CX-0003C at Q/A 808-841 (same). Sony’s evidence of induced infringement
consists of documents provided from Sony to Fujifilm, test specifications and agreements,
website printouts, product brochures and presentations, deposition testimony, testimony of a
Fujifilm witness, and the testimony of its expert. CIB at 141-143 (citing evidence); CX-0003C
at Q/A 842-883 (same). Sony’s evidence of contributory infringement consists of documents
provided from Sony to Fuyjifilm, specifications, deposition testimony, testimony .Of a Fujifilm
witness, and the testimony of its expert. CIB at 144 (citing evidence); CX-0003C at Q/A 842-
8.66, 884-893 (same). |

Sfaff agrees with Sony that Fuyjifilm directly infringes the asserted claimé by testing its

accused tapes in compatible tape drives in the United States, but Staff asserts that this infringing
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activity is not a viélgtio_n of section 337 because the evidence does nbt show that Fujifilm
imports both the accused tape products and the compatible tape drives togethef. SIB at 120
(citing Certain Electronic Devices with Image Processing Systems, Components Thereoji and
Associated Software, Inv. No. 337-TA-724, Comm’n Op. at 13-19, USITC Pub. 4374 (Feb.
2013)). Staff further agrees with Sony that Fujifilm induces and contributes to thé direct
infringement by others in the United States, and this act of inducement is a violation of section
337. S]:B at 120-124.

Fujifilm argues that it does not directly infiinge the *596 patent (1) by importing the
accused tapes because the tapes as inipbrted do not meet the claim limitations, or (2) by festing
the accused tapes after importation because it uses either licensed IBM drives or specialized
hardware that does not have the required features. RIB at 102-103. Fujifibn argues that the
accused tapes do not literally infringe the asserted claim because (1) the tapes contain a single -
reel instead of two reels, (2) Sony did not prove that the tapes have the required memory drive
means or interface means, (3) the tapes do not store use-recognition mformaﬁon in a read-only
area .of meinory, and (4) the tapes do not have identiﬁcation information at the time of
manufacture and sale by Fujifilm. RIB at 103-112. Fujifilm argues that it does not induce the
direct infringe infringement of others because Sony did not prove that Fujifilim had the specific
mntent to induce mnfringement. RIB at 115-117. Finally, Fujifilm argues that it does not
contribute to the direct infringement by others because use of the éccused tapes with licensed
IBM tape dn'veé constitutes a substantial non-infringing use. RIB at 112-115.

Based on the evidence and arguments of the parties set forth in detail in the ‘folIowing
subsections, I find that Sony has i)l'oven by the preponderance of the evidence that Fujifilm’s

inducement of and contribution to the predicate acts of direct infringement by others can form a
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basis for a violation of section 337. I therefore need not reach the question of whether Fujifilm’s
own acts of direct infringement can form a basis for a violation of section 337.

1.  The claimed “tape cassette” is not limited to products that have two -
reels.

Fujifilm - argues that its accused tape cartridges do not satisfy the “tape cassette”
limitations of claims 1, 3, 9, and 11 because they contain a single reel. RIB at.103. Fujifilm’s
non-mfringement argument requires that its proposed construction for “tape cassette” be adopted,
but its proposed construction was rejected. Section VI.C.1, supra; see RIB at 103; SIB at 113.
This ﬁon—in_fringement argument is therefore also rejected. :

| 2. Section 112 does not require the LTO CM Reader in the accused

producfs to have an internal structure that is equivalent to the internal
structure of the remote memory interface described in the specification.

Independent claims 1 and 9 both require a “memory drive means [for reading and
writing/that reads or writes] management information by performing a predetermined
communication proces§ with a memory.” JX-0001 at 21:21-39, 22:1-27. Dependent claim 8
further requires an “interface ﬁeans for transmitting ‘d:ata [between the memory and the memory
drive means/of the management information}.” Id; at 21:64-67. All parties agree that the -
“memory drive means” and “interface means” limitations are means-plus-function limitations
governed by 35 U.S.C. § 112 § 6. Joint Motion fpr Leave to File Second Amended Joint List of
Proposed Claim Terms, Exhiﬁit A at 6-7 (May 25, 2018). All parties also agree that the
corresponding structure for these lhnitationé requires a “remote memory interface 30.” Id.

Figure 1 of the *596 patent, embedded below, shows the remote mem‘éry mterface 30 in

the top-left corner of the block diagram of the inventive tape streamer drive:
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Figure 2 of the patent, embedded below, shows a block dia zram of the internal structure

of the re note memo 'y interface 30:

FIG. 2

wccording to the 596 patent, the remote memo 'y chip 4 of a tape cassette “can transmit
data by jerforming adio communication with a remote memory interface 30 of FIG. 1, in a tape
streamer drive using an antenna 5.” Id. at 4:17-20. Speciﬁcally, when a tape cassette is loaded

into the “tape strea 1er drive, 10 of FIG. 1,” “the remote memory chip is set to be in condition
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capable of perforﬁﬁng data input/ou.tput. with the system controller 15 via the remote m :mory
interface 30.” Id. at 7:59-64. : _ ,

Sony points to the “LTO CM Reader”'of an .TO tape drive as satisfying the remote
memory interface st-ucture. CIB at 121-122. Sony’s expert, Dr. Towry, testified that the LTO
CM Reader is depicted in Figure F.5 of the LTO-4, L 'O-5, and LTO-6 speciﬁcations, and that

- CX-0003C 1t Q/A 507-508 (referring to CDX-)03C at 319 (embedding Figure F.5 from

the LTO-6 specificaion)). This figure with descriptive ext is embedded below.

JX-0090C at 188.

Sony also points to a Fujifilm marketing brochure that depizts a CM (cartridge memory)
reader. Jr. Mowry ncluded a demonstrativé, excerpted below, where he identified the cartridge
memory in the broc wre in green with a green arrow, a 1d where he highlighted the relevant text
from the brpchure ivyellow. Id at Q/A 512 (embedding CDX-0003C at 320 (embedding CX-

0392)).
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Fujifilm 13.56 MHz LTO Cartridge Memory (LTO-CM)

LTO Cartridge Memory (LTO-CM) uses Inductive Coupling. An inductive coil it the
drive, library picker or cxternal LTO CM-Reader powers and communicates with the
LTO CM clectronic module (EEPROM/antenna) inside the data cartridge shell.

This passive RF interface has a range
of up to 20mm from the reader-coil to
the cartridge CM (the closer the better),
The CM stores 4 KB of infonnation as
128 X 32 bytc blocks and data transfers
to and from the CM in 32 byte blocks.

CM for Ultrium2 is the same as Ultiuml;
however, it is factory programmed withnew
Ulirium2 parameters.’ As a tape is loaded, the |

'drive's CM-Reader reads the CM and the tape is)
lidentified. ;1f an Ultrium?2 tape is inscrted into an
‘Ultrium! drive it immediately ejects without threading.

See also id. at Q/A 513-525 (testifying about JX-0023C, CX-05 1, CX-0562, CX-0564, CX-
1149C).

Finally, Son " points to the testimony of Fujifilm’s expert, Dr. Messner, who testified that
“each L "O tape drive has a CM reader in it.” Tr. at 745:15-17. Dr. Messner also agreed that the
LTO spzcifications “include some requirements wit . respect to how the LTO CM reader
communicates with the memory in the cartridge” and that the LT ) CM reader has an antenna.
Id. at 745:4-19.

Jespite this undisputed evidence, Fujifilm argues that Sony did not meet its burden to
show that the accus :d products have a “memory drive means” because Sony did not identify in
the accused product; the same internal structures of the remote me nory interface 30 depicted in
Figure 2 of the ’59§ patent. RIB at 104. In other words, Fujifilm asserts that the remote memory
interface structure identified in the accused products must have- svery internal component as
shown i1 Figure 2 a1d as described in the 596 patent. Id. at 105-1 )6 (arguing that the following
compon :nts are necessary structures: “a data interfa € (I/F) 31; an RF interface 32 (which
includes RF-modulation/amplification circuit 32a), a rzctifying ci:cuit 32b, a comparator 32c,

and an intenna 33”). Fujifilm then argues that Figu e F.5 of the LTO specifications cannot
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satisfy Sony’s burden becéuse it is a “cartoon” _
I . citing 7X-0090C at 188).

Fujifilm is correct that Sony is required to “point to structure in the accused products that
corresponds to the Remote Memory Interface 30 of Figures 1 and 2,” but Fuyjifilm is incorrect
that the structure in the accused prqducts must have the same components or internal structure as
the remote memory interface in the *596 patent. Section 112 does not require a component-by-
cOﬁlponent equivalence between the relevant structure identified in the patent and the portion of
the accused device asseﬁed to be structurally equivalent. Odetics, Inc. v. Storage Tech Corp.,
185 F.3d 1259, 1266-68 (Fed. Cir. 1999) (“The individual components, if any, of an overall
structure that cérresponds to the claimed function are not claim limitations. Rather, the claim
limitation is the overall structure corresponding to.the claimed function.”). Fujifilm’s reliance on
Intellectual Sci. & Tech., Inc. v. Sony Elecs., Inc., is misplaced because, in that case, the expert’s
conclusory statement did not pinpoint where the accused structure was found in the accused
devices. 589 F.3d 1179, 1184-85 (Fed. Cir. 2009). Here, Dr. Mowry identified with
particularity where the accused remote memory interface—the LTO CM Reader—was found in
the accused products.

In sum, Sony pointed to sufficient evidence that the accused products perform the
identical function as the “memory drive means” and “interface means” limitations, and that they
perform that function in relevant part with the LTO CM Reader, which is. equivalent to the
remote merﬁory interface as disclosed in the specification. See Kearns v. Chrysler Corp;, 32
F.3d 1541,‘ 1548 n.8 (Fed. Cir. 1994) (quoting Carroll Touch, Inc. v. Electro Mechanical
Systems, Inc., 15 ¥.3d 1573, 1578 (Fed. Cir. 1993)). Fuyjifilm’s assertion that Sony did not

eétablish that the internal structure of the LTO CM Reader is not the same as the internal
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structure of the remote memory interface described in the *596 patent is premised on an incorrect
legal requirement.

3. The evidence shows that the accused products comprise a read-enly
area of memory in which use-recognition information is stored.

C-léim 1 of the 596 patent requires “use-recognition information” that is “stored in a
read-only area” of the tape cassette memory.. JX-0001 at 21:21-39. Dependent claims 7 and 13
require that the tape cassette memory “comprisés a read-only area and a rewriteable area.” Id. at
21:61-63, 22:41-43.

Sony identiﬁes the “Cartridge Type” and “Format Type” fields of the accused products as

meeting the “use-recognition inforination” limitation, and asserts that “the LTO specifications

I CiB o 127-128 (citing CX-0003C at Q/A 600-646; JX-0090

at 144; JX-0091C at 143; JX-0104C at 140). Staff agrees that these fields satisfy the 4use-
recognition information” that is “stored in a read-only area” limitations. SIB at 115-118.

Sony’s expert, Dr. Mowry, explains that the LTO specifications, excerpted below as

ighighted by Sony. I
I ¢ CIB ot 123; CX-0003C at Q/A 601-607 (explaining

Table D-1 from the LTO-4, LTO-5, and LTO-6 specifications), 613-622. He further explains

that the LTO specifications mandate that the—
T Cx-0003C at Q/A 605-609. |
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«ccording to Sony’s expert, the G
Id. at Q/A 610, 623. The T
N . ot Q/A 611-612, 6 '4-629; Tr. 1t 484:11-485:22 (Dr. Mowry
testifyin  that |
Fujifilin argues that Sony did not establish that the accused products store the Cartridge
Type and Format T 7pe data in read-only memory for hree reasons. First, Fujifilm points to a
portion >f the LTO specification that describes the
D R 1B at 108-109 (citing FX-0090C at 145-146; RX-0584C at Q/A
245-247, 255; Tr. a: 796:2-7). Fujifilm admits that it |
I /7. 2t 109-110 (citing RX-0584C at Q/A 246-250; Tr. at 458:17-460:4,

796:2-20). This arg unent does not discount Sony’s evidence beca 1se Fujifihn does hot point to
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any evidence, or ‘evén make an assertion, that the —
I - 1 ot 765:12-766:13 (Dr. Messner testifying that
» change 1o to
.
—. And, even if it does change, the
evidence shows tat t ony
. s CX-0003C at Q/A/ 633. Fujifilm’s speculation

that the Protected Pages could become writable does not, in view of Sony’s evidence, support an

implication that the Protected Pages ever become writable. See Tr. at 467:3-11 (Dr. Mowry

etityng ot o I

Further, even if Fujifilm did establish that the Protected Pages on some of the accused
products became writable prior to initialization, there ére other accused products where the
Protected Pages remain read-only, and those products meet this limitation. Cf. Virnetx, Inc. V.
Cisco Systems, Inc., 767 F.3d 1308, 1322 (Fed. Cll' 2014) (holding that the patent owner does
not bear the burden to show that the accused product “has no non-infringing mode of operation,”
and citing Z4 Technologies, Inc. v. Microsoft Corp., 507 F.3d 1340, 1350 (Fed. Cir. 2007)
(“[I]nfringemenf is not avoided merely because a non-infringing mode of operation is
possible.”)). And the evidence shows that the Protected Pages are read-only after initialization
and thus meet th1s Limitation after that point. Tr. at 484:12-485:22. There is ample
circumstantial evidence that the accused producté are initialized in tﬁe United States when users
insert the tapes into compatible drives for the first time, thereby forming the basis for an

underlying act of direct infringement necessary for Sony’s indirect infringement allegations. See
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SIB at 121 (citing évidence that “Fujifilm sells -‘of LTO-4, LTO-5 and LTO-6 tape
products i the United States annually” and that its “customers use[] the tapes accbrding to their
intended use”).

Second, Fujifilm argues that the memory containing the Cartridge Type and Format Type
is not read-only upon importation, — RIB at
109-110. Fujiﬁlm’s argument is only relevant if its actions of direct infringement under
35 U.S.C. § 271(a) form the basis for a violation of section 337. As discussed i Section VI.D.4,
infra, I need not reach this issue because I find other acts sufficient to support a finding of

infringement and a violation of section 337.

Third, Fujifilm argues that Sony has not established that the —
e

physically reviewing of the accused products. RIB at 110-111. Sony’s reliance on the LTO
specifications, which the agcused products midisputedly comply with, is sufficient to establish by
a preponderance of the evidence that the — See
Spansion, Inc. v. Int’l T fade Comm’n, 629 F.3d 1331, 1349 (Fed. Cir. 2010). Fujifilm could
have rebutted Sony’s evidence by putting forth contraly evidence, for example, that its products
do not comply with the relevént LTO specifications, but it did not d6 so. See 'fr. at 801:12-802:2
(Fujifilm’s expert testifying that the accused products comply with the LTO specifications);
Tech. Licensing Corp. v. Videotek, Inc., 545 F.3d 1316, 1327 (Fed. Cir. 2008).

4. The imported tape cartridges cannot satisfy the tape drive limitations

of the asserted claims, and therefore are not articles that directly infringe
the claims at the time of importation.

The parties agree that Fujifilm imports the accused LTO-4, LTO-S, and LTO-6 tape
cartridges into the United States. JX-0007C. The parties also agree that the claims require a tape

drive in addition to the tape cartridges, and that Fujifilm does not import the tape drives with the
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tape cartridges. ‘The questibn, -theré.fore, 1s whether Fujifilm’s umportation of the tape cartﬁdges _
is the importation of an article that infringes the 596 patent. 19 U.S.C. § 1337(a)(1)(B)(i).

In Suprema Inc. v. International Trade Commission, the Federal Circuit held that the
importation of an article that infringes under 35 U.S.C. § 271(b) (the inducement statute) can
support a section 337 viol_ation when the predicate acts of direct infringement occur in the United
States. Suprema :Inc. v. Int’l Trade Comm’n, 796 F.3d 133‘v8_, 1345, 1352-53 (Fed. Cir. 2015) (en
banc). That is the controlling law.

Sony alleges that third parties directly mﬁinge the asserted claims in the Uﬁited States by
“offering to sell, s.elling, and using the accused Fuyjifilm LTO pfoducts in LTO drives in the US.”
CIB at 140. Specifically, Sony pro(rides evidence that “Fujifilm sells - of LTO tapes in

‘the US each year” to “vendors who re-sell the tapes” and “enterprise customers who either sell or
use them.” Id. (citing CX-0003C at Q/A 809-826, 860-866; CX-0552; CX-1326C; CX-1133C;
RX-00'14C; JX-0022C; JX-0025C; JX-034C; JX-0043C; JX-0053C; JX-0054C). Sony also
alleges and provides evidence that downstream purchasers of the accused products “infringe by
using them in their intended manner of use (i.e., with drives to store data in an LTO-compliant
manner).” Id. (citing CX-6003C at Q/A 814-27, 837, 860-893; JX-0039, JX-0040, JX-0041, JX-
0042, JX-0043, JX-0044, JX-OMSC). Sony’s evidence does not include proof of actual use or
sales in the United States by Fujifilm’s customers or downstream purchasers of the accused
products; Sony instead relies on cﬁc@stmtial evidence that the vast amount of accused
pfoducts in the United States being used according to their intended purpose, and the
accompanying sales of the accused products, are acts of‘ direct infringement.‘ Id. (citing Inre Bill
of Lading T r‘arls;rzissiorz and Processing Sys. Patent Litig., 681 F.3d 1323, 1336 (Fed. Cir.

2012)).
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Staff agrees that Sony’s eyideﬁce is sufficient to meet its burden of establishing the
underlying acts of direct infringement. SIB at 120-122 (“[I]t is a more than reasonable inference
that Fujifilm’s customers used Fujifilm’s LTO-4, LTO-5, LTO-6 products that they purchased
according to their intended use in compatible LTO-4, LTO-5, LTO-6 tape drives. . . .”).

Fuj‘iﬁlm does not dispute Sony’s evidence of direct infringement by third parties. See
RIB at 112-117. Instead, Fujifilm argues that the accused tape cartridges as imported cannot be
“articles that infringe” under section 337 for the purposes of direct or indirect infringement
because the asserted claims require a tape drive in addition to the tape cartridges. Id. at 102.
Suprema forecloses Fujifilm’s argument. In Swuprema, the Federal Circuit affirmed the
Commission’s finding that the respondent induced infringement of the asserted claﬁns at the tume
of importation by mmporting accused scanners into the United States with the requisite
knowledge and intent, where the underlying act of direct infringement occurred when the
scanners were integrated with software and used in the United States. 796 F.3d at 1342-43,
1352. |

" Here, the evidence shows that third parties more likely than not use the accused products
with compatible LTO drives in a wéy that infringes the asserted claims of the *596 patent. As
discussed below, Fujifilm induces that infringement, just as the respondent induced infringement
n Suprema.

5. The evidence shows that Fujifilm had the requisite knowledge of the
’596 patent and of infringement of the patent as required for induced and

contributory infringement, and the specific intent to bring about the
infringement as required for induced infringement.

Liability for both induced and contributory infringement “requires knowledge of the
patent in suit and knowledge of patent infringement.” Commil USA, LLC v. Cisco Sys., Inc., 135

S. Ct. 1920, 1926 (2015) (citing Aro Mfg. Co. v. Convertible Top Replacement Co., 377 U.S.
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476, 488 (1964)). Fujifilm aééeﬁs that it did not possess the requisite knowledge because Sony
only accused Fujifilm of infringing claims 14-19 of the *596 patent, not the asserted claims, prior |
to 2016. RIB at 116. Fujifilm also asserts that knqwledge‘ of how the LTO drives operate “is
within the purview of the drive manufacturers, not Fujifilm,” so it could not have kn&wﬁ that the
drives met the claim limitations. Id.

The evidence shows that Fujifilm — See
CIB at 141 (citing evidence); SIB at 122 (same). For example, a deputy manéger m Sony’s |
Intellectual Property division testified that — _
.
|
I C<-0007C at Q/A 51-54 (testimony of Hiroshi

~ Kamitani). | | | | '

The evidence also shows that Fujifilm knew that its accused ‘tape éaﬂridges infringed the
asserted claims of the 596 patent when used with a corresponding LTO tape drive, or that
Fﬁjiﬁlm was willfully blind to the infringement. See Warsaw Orthopedic, Inc. v. NuVasive, Inc.,
824 F.3d 1344, 1347 (Fed. Cir. 2016) (“[W]illful blindness ':cz:an satisfy fhé knowledgev
requirement for active inducement under § 271(b) (and for contributory infringement under §
271(c)), even in the absence of actual knowledge.” (citing Glbbal—T ech Appliances, Inc. v. SEB
S.A., 563 U.S. 754 (2011)). In September 2015, Sony provided Fujifilm with a claim chart.
showing how Fujifilm’s accused products mnfringed non—asserted claims 14-16 of the *596 patent,
which are directed only to the tape camidges,—
—. CX-0007C at Q/A 16-25; CX-0565C (the claim chart); CX-0566C

(letter from Sony to Fujifilm on February 25, 2016, where Sony notified that its LTO tape
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cartridges practiced the ’596 patent); ;s*ee CX-0003C at Q/A/ 855-859. Fujifilm is correct thaf |
unasserted claims 14-16 contain limitations directed only to tape cartridges, not tape drives. But
this distinction does not negate Fuyjifilm’s undisputed knowledge of the 596 patent and how
relevant claim elements map to Fujifilm products. Tr. at 93:18-24 (Fujifilm’s counsel iﬁ opening
statement st_ating that claims 14-19 of the "596 patent"‘are very similar” to the claims at issue
here), 94:6-11 (stating that, in comparison to claim 14, “claim 1 adds, wé believe, nothing new,
nothing unique”). For example, unasserted independent claim 14 requires a recording medium
with a memory that stores “use-recognition .information” in a read-only area. JX-0001 at 22:44-
52. Asserted independent claim 1 requires a tape drive apparatus that reads the memory of the
recording medium, including the ;‘use-recognition information [that] is stored in a read-only
area” of the memory. Id at 21:21-39, 22:1-27. Further, as discussed above, the accused tape
cartridges are intended to be used with compétible LTO tape drives that have the functionality
described in the asserted claims, and Fujifilm either knew or was willfully blind to the use by
third parties. See also CX-0003C at Q/A 884-92. | |

Liability for induced infringemeht, but not contributory infringement, also requires
specific intent to bring about‘the infringement. Commil, 135 S. Ct. at 1928; Nalco Co. v. Chem-
Mod, LLC, 883 F.3d 1337, 1357 (Fed. Cir. 2018). Circumstantial evidence can support a finding
of specific intent to induce infringement. Vanda Pharm. Inc. v. W.-Ward Pharm. Int’l Ltd., 887
F.3d 1117, 1129 (Fed. Cir. 2018). “Inducement can be found where there is ‘[e]vidence of active |
steps taken to encourage direct infringement,’ whicﬁ can in turn be found in ‘advertising an
infringing use or inétructing how to engage in an infringing use.”” Takeda Pharm. US A., Inc. v.
W.-Ward Pharm. Corp., 785 F.3d 625, 630-31 (Fed. Cir. 2015) (quoting Metro-Goldwyn-Mayer

Studios Inc. v. Grokster, Ltd., 545 U.S. 913, 936 (2005)).
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To establish Fyjifilm’s intent, Sony points to Fujifilm’s product literature, website, and
domestic customer support for the accused products. CIB at 141-142 (citing evidence); see SIB
at 122-123 (same). This evidence shows that Fujifilm instructs and encourages customers to use
the accused products with compatible LTO drives to store and protect data. See CX-0003C at
Q/A 867-883 (Sony’s expert, Dr. Mowry, explaining CX-0135C; CX-0400; JX-0045C; JX-0092,
JX-0093, JX-0094). For exarﬁple, a Fyjifilm préduct brochure for the accused products instrlicts
users on which drive models are compatible with which cartridges. CX-0400. When users use
the accused products wifh compatible LTO drives, the cartridges are initialized and operate
pursuant to the LTO specifications. CX-0003C at Q/A 561-573, 861-862, 888. In this case,
Fujifilm’s advertising and instructing users how to perfofm infringing actioné evidences that
Fyjifilm had specific intent to bring about the infringement. See Vanda Pharm., 887 F.3d at‘
11291133 | |

Fujifilm argues that the use of the accused prodﬁcts in licensed tape drives is a substantial
non-infringing use that negates any specific intent that it might have to infringe the patents. RIB
at 115 (citing Warner-Lambert Co. v. Apotex Corp., 316 F.3d 1348, 1365 (Fed. Cir. 2003);
Takeda Pharm., 785 F.3d at 630). Fujifilm’s argument is unavailing to avoid liability for
inducement of infringement. A company that supplies an article that can be used in
noninfringing ways (sometimes called a “staple article”’) may yet be liable for infringement when

that company has knowledge of the patent and intends others to use the staple article to infringe.
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The drafters of the Patent Act’' understood this >from the beginning. Giles S. Rich
explained, “There is no reason to construe paragraph (c) [of séction 271 of the Pafent Act] as in
any way a lifnitation on paragraph (b), which stands by itself. There have been recent cases of
active inducement wherein the thing sold had non-infringing uses but acts additional to the mere
sale resulted in active inducement and liability for infringement.” Rich, Infringement under
Sectimj 271 of the Patent Act of 1 952, 21 Geo. Wash. L. Rev. 521, 539 (1953). Another drafter,
L. Jarﬁes Harris, explained that. ‘potential noninfringing uses of ‘a staple article are no defense to
liability for inducement Qnder section 271(b): where one supplies a étaple article and induces
others to use that article for infringement, “a person would be guilty of the something r;lore than
merely selling a staple article of commerce. It thén would be an infringement whether it
concerned a staple article or not.” Harris, Some Aspects of the Underlying Legislative Intent of
the Patent Act of 1952, 23 . Geo. Wash. L. Rev. 658, 696 (1954-55) (citing testimony of Giles S.
Rich before Congress).” The Supreme Court has interpreted the Patent Act consistently with the
dféfters’ understanding. In Grokster, the Supreme .Court explained that “the Patent Act’s
exemption from liability for those who distributé a staple article of commerce, 35 U.S.C.
§ 271(c),” does not extend “to those who induce patent infringement, § 271(5).” 545 U.S. 913,

935 n.10 (2005). Cf Sanofiv. Watson Labs. Inc., 875 F.3d 636, 646 (Fed. Cir. 2017) (noting that

2l Congressman Crumpacker stated that “[w]hen the courts, in seeking to interpret the language
of the [Patent] Act, go through the ritual of seeking to ascertain ‘the intent of Congress’ in
adopting same, they would do well to look into the writing of these men--[P.J.] Federico, [Giles.
S.] Rich, [L. James] Harris--as they, far more than any member of the House or Senate, knew
and understood what was intended by the language used.” “Symposium on Patents,” Summary
of Proceedings, Section of Patents, Trademark and Copyright Law (Chicago: American Bar
Center, 1962) 143. The Supreme Court has also heavily relied on Judge Rich's testimony when
interpreting section 271 of the Patent Act. Dawson Chem. Co. v. Rohm & Hass Co., 448 U.S.
176, 204-14 (1980).
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“Is]ection 271(b), on indl}cement, does not contain the ‘substax_itial noninfringing use’ ‘re‘striction
of section 271(c), on contri-butory‘ mfringement,” and that “a person can be liable fof mducing an
infringing use of a product even if the product has substantial noninfringing uses”); see also
Certain Products Containing Interdctive Program Guide and Parental Control Technology, Inv.
No. 337-TA-845, Comm’n Op., at 18 (Nov. 12, 2013).

Here, the evidence shows that Fujifilm had knowledge of the *596 patent, had knowledge
of the direct inﬁinéemént by third parties in the Uﬁted States, and had thé specific intent to
mduce that infringement. The potentiai of ﬁon-infn'nging uses for some Fujifilm tapes in some
drives doeé not shield Fujifilm from liability for inducing infringement. I find that Fujifiln
induced infringement under 35 U.S.C. § 271(b), and that it imported articles that infringe under
section 271(b) of the Patent Act in violation of section 337 of the Tariff Act of 1930.

6. The authorized sale of IBM tape drives constitutes a substantial non-
infringing use to defeat Fujifilm’s liability for contributory infringement.

Liabﬂity for contributory infringement requires, among other things, tﬁa.t the accused
party sells,‘offers to sell, or imports a component of a patented machine, where the component
- constitutes a materia! part of the invention and is not suitable for substantial non-infringing use.
35 US.C. § 271(c). Fujifilm imports the accused tape cartridges, which are components of the
asserted claims of the >596 patent that require both a tape drive and a tape cartridge. An accused
tape cartridge therefore must constitute a material part of the invention claimed in the *596
patent, and not be suitable for substantial non-infringing use, in érder for Fujifilm to be held
liable for contributory infringement.

Fujifilm argues that the accﬁsed tape cartridges are suitable for substantial non-infrihging
use because the tape cartridges can be used in LTO tape drives manufactured by IBM. RIB at

112-113. Fujifilm asserts that the use of its cartridges in IBM’s drives do not infringe the
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asserted claims because IBM ﬁcenses the *596 patent from Sony. Id.; CX-1044C. Fujifilm relies
on the doctrine of patent exhausﬁon to argue that “Sony cannot assert its patent rights m the
‘combination of an IBM LTO drive and a Fujifilm LTO cartridge,” which makes the combination
| a non-mnfringing use. RIB at 112. All parties appear to agree that IBM’s tape drive constitute
approximately - the use of Fujifilm’s accused tape cartridges in the United States, which
Fwifilm argues is substantial. RIB at 114 (citing RX-0584C at Q/A 326-333); SRB at 71 (citing
RIB at 114).

The doctrine of patent exhausting imposes a limit on the patent owner’s right to exclude. -
Impressioﬁ Prod., Inc. v. Lexmark Int’l, Inc., 137 S. Ct. 1523, 1531 (2017) (Lexmark).
Specifically, when a patent owner sells an item, that item “is 10 longer within the limits of the
monopoly” and instead becomes the property of the pﬁxchéser “with the rights and benefits that
come along with ownership.” Jd.

As an initial mattér, Fujifilm presents only tenuous evidence to support its assertion that
IBM has a license to the ’596 patent such that a sale of an IBM tape drive is an authorized sale.
Fujifilm’s initial brief only cites to the Sony-IBM agreement (CX-IO44C) and another document
that is not in evidence (CX—1419C) for its assertion. RIB at 112. The Sony-IBM agreement,

hovever, I C-1044C. The

agreement on its face appears to be a cross-license between Sony and IBM to certain patents and

certain products, —” but Fujifilm does not cite any

evidence that the language of the cross-license includes a license to the *596 patent or covers the N
relevant IBM LTO tape drives. Id.
Fujifilm’s reply brief provides only a general citation to the economic domestic industry

portion of Sony’s initial post-hearing brief, at pages 174-175, for the proposition that the Sony-
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IBM agreement “grants IBM a ‘broad’ right to ‘sell and otherwise transfer’ products practicing
the 596 Patent.” RRB at 64. In footnote 50 on page 174 of its reply brief, Sony does state that
IBM LTO drives are “IBM Licensed Products” pursuant to the agreement. SIB at 174-175 n.50

(citing CX-0007C at Q/A 89). And, although Fuwifilm does not make this assertion, the Sony-

IBM ticense does eppear includ
I C-10<C [l A petn

exhaustion is an affirmative defehse, Fujifilm bears the burden to prove by a preponderance of
the evidence that IBM’s sale of authorized tape drives exhausts Sony’s rights to the *596 patent.
Jazz Photo Corp. v. ITC, 264 F.3d 1094 (Fed. Cir. 2001), abrogated on other grounds by
Lexmark. Fujifilm’s post-hearing briefing skated over the predicate requirement that Sony
authorized IBM’s sale of its LTO drives, but the evidence in the record discussed in Sony’s brief
indicates that IBM’s tape drives are more likely than not licensed under the *596 patent.

The next question is whether IBM’s sale of its LTO tape drives for use with Fujifilm’s
unlicensed tape cartridges is an authorized sale. If IBM compﬁes with the license when selling
the LTO drives, then Sony has, in effect, authorized the sale, even if purchasers did not comply
with any post-sale restriction imposed by IBM. Lexmark, 137 S. Ct. at 1535. If Sony has not
given IBM the authority to sell the LTO tape drives for use with Fujifilm’s unlicensed tape
cartridges, then such a sale cannot exhaust Sony’s rights. Zd.

Sony points to NN of the Sony-IBM agreement to argue that “third-party

infringers like Fujifilm” are specifically excluded. SIB at 165-166. —:
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CX-1044C il This section does not restrict IBM’s sale of the LTO tape drives, and therefore
Sony’s right to exclude how a third-party purchaser uses the LTO tape drives appears to be
exhausted.

The remaining question for the issue of patent exhaustion is whether Sony’s rights to
excludé others from practicing a claim that requires both a tape drive and a tape cartridge can be
exhausted by the authorized sale of the tape‘drive alone. In other words, does a person have
authority to practice a claim to a system requiring both a tape drive and a tape cartridge if the
person has authority to use the tape drive without restriction? |

The facts of Quanta Computer, I_nc. v. LG Elecs., Inc., are similar enough to these facts
here for that precedent to be dispositive of this issue. 553 U.S. 617 (2008). Quanta involved
method claims that covered the reading and writing of data between microprocessors and
memory using buses. Id. at 621-623. The accused infringer combined authorized
microprocessors with unauthorized memory and buses in a way that practiced the claimed
mventions. Id. at 624. The Supreme Court held that the authorized sale of the microprocessors
exhausted the claims that included limitations to the microprocéssors as well as limitations to the
mMemory aﬁd buses. Id. at 630-632.

The Court in Quanta first reasoned that the authorized microprocessors substantially
embodied the patent because there was no reasonable use for the microprocessors other than
mncorporating them into computer systems that practice the asserted patents, and a
microprocessor “cannot fun.ctionl until it is connected to buses and memory.” Id. at 632.
Similarly, the Fujifilm tape cassettes have no reasonable use other than incorporating them with .

associated LTO tape drives that practice the asserted claims, and vice versa, because there is no

161



PUBLIC VERSION

evidence that the cassettes can functioni as intended until they are used with the drives, and vice
versa. See RIB at 113 (quoting Sony’s pre-hearing brief).

The Court in Quanta next reasoned that the authorized microprocessors “embodied
essential features of the patented invention” because they “constitute a material part of the
patented invention and all but completely practice the patent.” Quanta, 533 U.S. at 632-633
(“Everything inventive about each patent is embodied in the [microprocessors].”). The Court
explained that “the only step necessary to practice the patent is the application of common
processes or the addition of standard parts” to the microprocessors. Id. at 633. The “nature of
the final step” to practice the patent of connecting the microprocessor to buses and memory was
“common and noninventive.” Id

Like the claims in Quanta, the asserted claims of the *596 patent cover the authorized
product—the IBM LTO tape drives—in combiﬁation with an unauthorized component—the
accusgd Fyjifilm LTO tape cartridges. For example, claim 1 requires a “tape drive means” for
reading/writing information to/from a magnetic tape in a tape cassette, where the tape drive
comprises a “memory drive means” for reading and writing rhanagement information from and
to a memory in the tape cassette, a “use-recognition information decoder for detecting from thé
memory use-recognition information designating a use for the tape cassette,” and a “controller
for controlling an operation of the tape drive means based on the use-recognition information.”
JX-0001 at 21:21-39. The magnetic tape, memqry; management information, and use-
recognition information recited by the claims are all pairt of the tape cassette. Id.

There is.no evidence that the limitations directed to the tape cassette comprise only
“standard” or “common” parts. See Quanta, 533 U.S. at 632-633. However, Fujifilm has

established that the limitations directed to the tape cassette are “noninventive.” Id. Fujifilm
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points out that the USPTO invalidated claims 14-19, which only contain limitations to the tape -
cassette, not the tape drive, becéuse those claims were known in the prior art, or were obvious.

'RIB at 113-114 (citing RX-0128). The limitations directed to the tape cassette in claims 1-13
mirror the limitations in the now-invalid claims 14-19, and are accordingly non-inventive. This
situation 1s similar to LifeScan Scotland, Ltd. v. Shasta Techs., LLC, where the Federal Circuit
held that method claims directed to two components were exhausted by the sale of one of the
components because the other component was known in the prior art. 734 F.3d 1361, 1369-70
(Fed. Cir. 2013); see id. at 1372 (“[I]f one item in the patented combination is either unpaitented
or if the patent on it is invalid, and the inventive concept resides in the second item, then the sale
of the second item exhausts a product patent in the combination. ).

Accordingly, IBM’s authorized sale of LTO tape drives exhausts Sony’s rights to exclude
others from using those drives in combination with Fujifilm’s tape cartridges in a way that
practices the asserted claims of the *596 patent. A third party that uses IBM’s LTO tape drives
in combination with the accused products is not a direct infringer of these claims.

Even though the use of IBM’s LTO tape drives in combination with the accused products
is a non-infringing use, it must be a “substantial non-infringing use” to escape hability under
35 US.C. § 271(c). Fujifilm argues that such use is substantial because the evidence shows that
IBM’s market share of LTO tape drives averages aroxmd- in the United States. RIB at 114

(citing RX-0584 at Q/A 326-333 (Fujifilm’s expert, Dr. Messner, explaining RX-0263C

I o2+
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unusual, far-fetched, illusory, impractical, occasional, aberrant, or experimental.” Vita-Mix
Corp. v.. Basic Holding, Inc., 581 F.3d 1317, 1327 (Fed. Cir. 2009).

Accordingly, Sony has not met its burden to prove that Fujifilm contributes to the direct
infringement of third parties i the United States by selling or importing the accused tape
cartridges. I do not find a violation of section 337 based on the importation of articles that
contribute to infringement of the *596 patent.

E. Domestic Industry — Technical Prong

Sony alleges two main categories of products to be articles protected by the *501 patent.
The first category compiises LTO-4, LTO-5, and LTO-6 tape cartn'dgés ‘manufactured by‘

22

Sony.” The Sony-manufactured cartridges are labeled with the Sony brand or are labeled as

OEM products ||| NN sec Compleint 99 86, 87; CIB at 9 (citing CX-0008C at
Q/A 8-13; CX-1229C). The second category of alleged domestic industry articles comprises

IBM 3592 products. Sony contends that IBM produces the 3592 products under a license from

~ 2 Section VILB below discusses the nature and location of Sony’s alleged domestic industry
activities. :
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_ So_r-ly.23 IBM 3592 tape cartridges have a proprietary format and can only be used in an IBM
3592 drive.** | |

With respect to the first category of products, Sony contends (1) its LTO-4, LTO-5, and
LTO-6 Read/Write tape cartridges, when used with compatible LTO drives, practice claims 1, 3,
and 6-8 Qf the 596 patent, and (2) its LTO-4, LTO-5, and LTO-6 WORM cartridges, when used
with compatible LTO drives, practice all of the asserted claims. CIB at 145. Sony’s evidence
that these products practice the claims when used as intended mirrors the evidence it relies on for
proving that the accused products infringe. Id. at 144-145 (citing CX-0003C at Q/A 159, 177-
185, 861, 8.94-1004, 1286-1300 (citing evidence); CX-0346; CX-0727; CX-0881; CX-0882; JX-
0106). Staff agrees. SIB at 124. |

Fujifilm’s initial and reply post-hearing briefs simply stafe that “[ﬂof the same reasons
the Fujifilm LTO cartridges do not infringe, the Sony LTO cartridges do not practice the
Asserted Claims.” RIB at 117;' RRB at 66. As discussed above,. I have rejected those arguménts.
I found that third parties practice each element of the asserted claims of the ’596 patent by using
Fujifilm tapes in drives in the intended manner. Accordingly,‘based oﬁ the evidence and the
arguments of the parties, I find that Sony established by a preponderance of the evidence that
that (1) its LTO-4, LTO-5, and LTO-6 Read/Write tépe cartridges, when used with compatible
LTO drives, practice claims 1, 3, and 6-8 of the 596 pétent, and (2) its LTO-4, LTO-5, and

LTO-6 WORM cartridges, when used with compatible LTO drives, practice all of the asserted

2 Section VILC below discusses the nature and location of the alleged IBM domestic industry
activities.

24 IBM 3592 tape cartridges differ from LTO tape cartridges in this respect. LTO tape cartridges
made by one manufacturer are interoperable with LTO drives made by various manufacturers.
This difference will be discussed in the sections below. ‘
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claims. The technical prorig of the domestic industry is .therefore satisfied. Seé 19 U.S.:C. §
1337(a)(2) and (3); Certain Microsphere Adhesives, Process for Making Same and Prods.
Containing Same, Including Self-Stick Repositionable Notes, Inv. No. 337-TA-36‘6, Comm’n
Op., 1996 WL 1056095, at *8 (U.S.I.T.C. Jan. 16, 1996).

With respect to the second category of alleged domestic industry products—the licensed

IBM 3592 products—Sony contends that (1) the Generation 1-4 IBM 3592 WORM products
(JA, JB, JC, ID, 1], JK, JL, JR, JW, JX, JY, and JZ), when useci with compatible IBM 3592 tape
drives, practice claims 1-13 of the 596 patent, and (2) the Generation 1-4 IBM 3592 Read/Write
products préctice claims 1, 3, and 6-8. CIB at 145-151. Sony provides evidence that the “3592
‘products operate in the same way using virtually the same information as LTO products™ for the
purposes of the asserted claims. Id. (citing CX-0003C at Q/A 193-212, 1015, 1023-1027, 1301-
1313; CX-0406; CX-0580; CX-0849; CX-1152C; CX-1304 at Q/A 25-30, 58-86; CX-1330C;
JX-0028C at 68:21-69:16; JX-0046C at 34:22-35:2, 40:3-10, 41:19-42:14; JX-0095C; JX-

0096C; JX-0097C; JX-0098C; JX-0099C; JX-0137; JX-0138; JX-0101C; JX-0138C).
Staff agrees that the evidence shows that “the IBM domestic industry products practice
claims 1-13 of the *596 patent.” SIB at 124-125 (citing CX-0003C at Q/A 1'605-1254). |

Fujifilm argues that Sony’s evidence regarding the IBM 3592 ﬁroducts “suffer[s] from

the same failure of proof as for the LTO products.” RIB at 117 (citing RX-0584C at Q/A 384-
446). 1 rejected Fujifilm’s arguments that Sony failed to prove that the Sony LTO products
practice the asserted claims of the 596 patent, and I similarly reject Fujifilm’s blanket argument

here. |

For the IBM 3592 products, Fujifilm further argues that “Dr. Mowry’s anélysisv for DI is

additionally unreliable, because he uses the LTO Specifications to fill in gaps in the
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| doclﬁnentation for IBM 3592 products.” Id. at 117-118. Fujifilm’s argument is lmpegsuasive.
The practice 6f a patent claim can be inferred through circumstantial evidence. Sony has carried
its burden to show that it is more likely than not that the IBM 3592 products when used with
compatible 3592 drives practice each limitation of each asserted claim of the 596 patent.
Fujifilm’s conclusory argument does not overcome Sony’s showing. Sony has satisfied the
technic_:él prong of the domestic industry requireme_nt. |

F. Invalidity

1. Fujifilm did not prove by clear and convincing evidence that Platte
anticipates the asserted claims.

_' Fujifiln contends that U.S. Patent No. 6,128,148 (“Platte”) anticipates claims 1-13 of the
’596 patent. RIB at 118-127.. Platte discloses an electronic memory device for use on a
magnetic tape cassette. RX-0224 at 1:12-15. The electronic memory device of Platte can
contain informatio.n'relating to the type of cassette or tape media, or can store imformation
l‘e_létihg to authorized usés (e g, types of playback and protections againsf unwanted overwrﬁing,
efasure, or copying) of the tape media. .Id. at 2:35-45, 3:22-39, 5:41-62. The stored information
in the memory device can be communicated to a memory tape device. Id. at 4:39—53.’ ‘Pl’atte
describes that the memory tabe device, such as a camcorder or video recordér, can read and write
data to the magnetic tape cassette based upon the information received from the memory device.
Id. at 2:52-57, 3:33-35, cl. 2. |

Sony and Staff argue that Platte does not énticipate claims f-13 because it fai.ls:'to teach a

memory drive means that includes a SCSI buffer controller as a component of the corresponding
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structure. See CIB at 153-154; SIB at 125-126.2° In response, Fujifilm does not.,. :id'entify any _
structure or component in Platte that constitutes a SCSI buffer controller but instead asserts that a
SCSI buffer controller is not a corresponding structure required in alt of the embodiments of the‘
asserted claims. See RIB at 121; see also RRB at 70 and SIB at 126.

In my claim construction above, I determined that a SCSI buffer controller is a part of the
corresponding sfructure of the recited memory drive means. Platte discloses a memory drive
means for performing the function of reading and writing management information to and from a
memory chip on a tape cassette, but it does not teach the stmctufe linked to the claim term
“memory drive means” or any equivalent to that structure. Speciﬁcally, Platte does not teach a
SCSI buffer controller, and Fujifilm has not argued that some other structure in Platte is
equivalent to the structure covered by the claim term. Therefore, Platte fails to disclose the
memory dri\.r‘e means of independent claims 1 and 9 as well as claims 2-8 and 10-13 depending
respectively therefrom. Accordingly, I find that Fujifilm has failed to demonstrate by clear and
convincing evidence .tha.t Platte anticipates claims 1-13 of the *596 patent under 35 U.S.C. § 102.

2. Fujifilm did not prove by clear and convincing evidence that Sawada
anticipates asserted claims 1,6, 7, and 8.

Fujifilm contends that Japanese Patent Publication Number H6-60470 (“Sawada”)
anticipates independent claim 1 and dependent claims 6-8 of the 596 patent. See RIB at 127-
132. Sawada discloses a recording medium cassette with a mounted memory and a recording

and playback device for use with the cassette. The mounted memory includes information that

25 Sony and Staff also contend that Platte fails to teach other features of the asserted claims. See
CIB at 153-157; SIB at 126. I do not address these additional arguments given my determination
that Platte fails to teach a SCSI buffer controller or equivalent structure as a component of the
structure corresponding to the claimed memory drive means.
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prevents impermissible “dubbing” of sound and data signals recorded on the cassette. See RX-
0213 q9 [0001], [0008], [0010]. The ﬁounted memory includes a plurality of terminals that
enable dubbing prohibition and other information to be communicated to the recording and
playback device. Id. § [0010]. Example recording ;'md playback devices include video tape
recorders and video cassette recorders. Id. § [0001]. The dubbing prohibition information is
stored in a non—réwriteable portion of the memory, which can also include other data pertaining
to the characteristics of the tape and cassette (e.g., type, format, length, and hub diameter) and
manufacturing information (e.g., manufacturer name, manufacture date, country of origin). Id. §
[0035].

Sony and Staff assert that Sawada does not anticipate claims 1 and 6-8 of the *596 patent
because Sawada does not disclose “use-recognition information designating a use fof a tape
cassette” or a detector for detecting the same. CIB at 159; RIB at 127. Sony also contends that.
Sawada_ fails :tol teach a memory drive means that includes a SCSI buffer controller as a
component of the corresponding structure for performing the functions of the memory drive
means. CIB at 158.2° I address each of these arguments in turn.

Fujifilm contends that use-recognition information includes the dubbing protéction
disclosed in Sawada. See RIB at 130-131 (citing RX-0004C at Q/A 578-580). Fuyjifilm argues
that this is so because dubbing protection constitutes a use for which a storage tape is adapted.

Id. Sony and Staff respond that the use-recognition information described in the 596 patent

26 Sony also contends that Sawada fails to teach several other features of claims 1 and 6-8. See
CIB at 157-160. 1 do not address these additional arguments given my determination that
Sawada fails to teach “a controller for controlling an operation of the tape drive means based on
the use-recognition information detected by the detector” or a SCSI buffer controller or
equivalent structure to the structure corresponding to the claimed memory drive means.
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délimits reading and wriﬁng activities performed on the loaded tape (e.g., to prevent the
information stored on the tape from being erased or rewritten), where the cassette information in
Sawada controls writing activities on other tapes, no‘; the tape Witﬁ the memory. CIB at 159;
RIB at 127. Put differently, Sdny and Staff argue that the dubbing protection of Sawada does not
affect the reading and writing operations performed on the tape itself thereby protecting the
coptent of the tape.

Even if Fuj ifilm is correct that the dubbing prot§ction of Sawada constitutes use-
recognition infofmation, Sawada would nevertheless fail to anticipate claims 1 and 6-8 because
the dubbing protection of Sawada is not utilized “for managing the writing/reading of
informatidn to/from the magnetic tape,” as required by the claims. JX-0001 at cl. 1 The claims
also require a controller that responds to use-recognition information from the magnetic tape to
control the writing of information tb or the reading of information from that same magnetic tape.
Id. at 2:29-34, 21:15-19; see also CX-0013C at Q/A 353, 354. The dubbing protection of
Sawada, however, does not provide information by which the tape drive can be controlled with
respect to the writing of information to or the reading of information from the loaded tape;
instead the dubbing protection places restrictions on reading and writing operétions that occur on -
other tapes located in other tape drives. ‘Thus, even if the dubbing protection of Sawada
constitutes use—reéognition information, it is not information used ‘by a controllef to control the
operation of the tape drive whereby information is written to or read from the loaded tape as is
required by independent claim 1 and the claims depending tﬁer;from, including dependent
claims 6-8.

In addition, as discussed above, I have determined that a SCSI buffer controller should be.

considered to be a part of the corresponding structure of the memory drive means recited in
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independent claim 1. Fujifilm does not identify any structure or component in Sawada that
constitutes or is equivalent to a SCSI buffer controller, and instead‘ asserts that a SCSI buffer
controller is not a corresponding structure required by independent claim 1. See RIB at 130;
RRB at 76. Fujifilm has not shown that Sawada teaches structure covered by the “memory drive
means” of the *596 patent or equivalents to that structure.

For the forgoing reasons I find that Fujifilm has failed to establish by clear and
convincing evidence that Sawada anticipates claims 1 and 6-8 of the *596 patent under 35 U.S.C.
§ 102.

3. Fujifilm did not prove by clear and convincing evidence that Platte in

view of the knowledge of a person of ordinary skill in the art and/or Kane
renders obvious asserted claims 1-13.

Fujifilm contends that Platte renders claims 1-13 of the *596 patent invalid as obvious in
view of the knowledge of a person of ordinary skill in the art and/or Japanese Patent Publication
Number H09-161451 (“Kano”) (RX-0095). See RIB at 132-137. Kano discloses a data library
system in which writing operations are performed in parallel across multiple tape cassettes where
the tape cassettes have a built-in nonvolatile memory. See RX-095 at Abstract, §§ [0001],
[0005]. The nonvolatile memory of Kano stores “volume information and partition information
set for the tape by the system at initialization of the tape, and header information that is
maintenance information related to the tape.” Id. § [0005]. The data library system of Kano also
includes a SCSI interface by which data can be exchanged with a host computer and which can
be recorded on the tape media. Id. at [0004]. Among other things, .Fujiﬁlm relies on Kano as
disclosing the use of a SCSI interface for exchanging information between a nonvolatile memory
4 and a host computer 25. See RIB at 133. Fujifilm contends that the SCSI components of Kano

could be adapted for use with Platte. /d. at 133 and 137.
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Sony and Staff assert that Platte alone or in combination with the knowledge of a peréon :
of ordinary skill in the art and/or Kano would not render claims 1-13 of the *596 patent obvious
because Fujifilm failed to demonstrate by clear and convincing evidence that a person of
ordinary skill in the art would combine the video cassettes disclosed by Platte with the data
library system of Kano. See CIB at 161-165; RIB at 128-129. For example, Sony.conte'nds that
there is no basis to combine the teachiﬁgs of PIatté and Kano to arrive at the claimed “memory
drive means” that includes a SCSI buffer controller as a component of the corresponding
structure. See CRB at 69-70. I analyze the Fujifilm’s proposed obviousness combinations in
turn below.

a) Platte in view of the knowledgé of a person of orﬁinary skill in
the art. '

As discussed above, Platte does not teach the memory drive means of claims 1-13 of the
’596 patent because it does not disclose a SCSI buffer controller or equivalent structure for -
performing the recited function of the memory drive means.. In this regard, Fujiﬁlm has failed to
adduce evidence that the knéwledge ofa pérson of érdinhry skill in the art would supply that
deficiency. Instead Fujifilm relies on Kano for that teaching. See RIB at 133; RRB at 79-80. I
therefore find that Fujifilm has failed to demonstrate by clear and conviﬁcing evidence that the
combination of Platte and the knowledge of a person of ordinary skill in the art would reﬁder
claims 1-13 of the *596 patent infralid as obvious. |

b) Platte in view of Kano. v o

The primary dispute between the parties is whether a person of ordinary skill m the art
would combine the teachings of Platte and Kano. Fujifilm contends that it is appropriate to
combine the teachings of Platte and Kano because they utilize simi—laf hardware and are also both

directed “to the same field of use and applications for the cassettes and drives.” RIB at 136.

172



PUBLIC VERSION

Fujiﬁlrﬁ asserts that combining the features disclosed in Kano (e.g., a SCSI buffer controllef)
wi&l Platte would be “trivial” and could ‘be accomplished with a reasonable .éxpectation of
success. Id. at 135. Fuyjifilm’s eXpe;rt Dr. Messner testified that Platte aﬁd Kano “are each
~ directed to providing tape cassettes for use in sirﬁilar fields” and that the *596 patent “does not
purport to have inyented a new technique for communicating between a video recording and
playback device and the memory in a tape cassette, and discloses only known components for
communication between a memory and a tape.drive.” RX-0004C at Q/A 933, 945. Dr. Messner
contends that it would have been obvious to combine known components “to communicate
between thé tape-cassette memory and the video recording and playback device, so that data
could be transferred back and forth.” Id. at Q/A 945. Dr. Messner also pointed to similarities
between the teachings of Platte and Kano that would motivate their combination, such as they
each “disclose tape cassettes in which magnetic tape is wound éround two feels.’5 Id. at Q/A 934.

Sony and Staff argue that those skilled in the art would not co.mbine Platte and Kano.
CIB at 161-165; SIB at 129. In particular, both argue that those having ordinary skill in the art
would not combine the tape/video cassettes of Platte with the complex data hbrary described in
Kano. CIB at 163; SIB at 129. Sony argues that there would be no expectation of success for
combining Platte and Kano given that there would be significant design and programming
challenges for doing so. CIB at 164-165.

Sony’s expert Dr. Mowry testified that those skilled in the would not be motivated to
combine Platte and Kano because “Platte is directed to users of caméorders who make home
videos and to video rental stores who lend prerecorded cassettes to customers to take back to
their homes” whereas Kano “relates to enterprise grade tape library systems.” CX-0013C at

Q/A 587. Dr. Mowry asserted that the “technical and practical disconnect” between Platte and
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Kano would prevent thos¢ skilLed in the art from being motivated to combine their teachings. Id.
Dr. Mowry also explained that “Kano and Platte target different categories of tape media
products, and are directed to different levels of hardware,” and therefore those skilled in the art
would not have looked to Kano to supply the deficiencies of Platte. Id. at Q/A 593; see also id.
at Q/A 590 (“The attempt to combine Platte, which pertains to prerecorded cassettes for video
rental stores and blank cassettes for use in personal camcorders, and Kano, which pertains to a
large-scale tape library system for enterprise storage, would require substantial design and
programming work.”). |

The experts also provided conﬂicting testimony regarding whether there would be an
expectation of success from combining Platte and Kaho. For example, with respect to the.tape
cassette of Platte and the tape drive means of Kano, Fujifilm’s expert Dr. Messner opined that
their combination would be successful because “[o]ne of skill in the art would look to Kano to
provide the details of the helical scanning recorder to read from and write to the camcorder and
videocassettes of Platte.” RX-0004C at Q/A 939. Dr. Messner also asserted that.“[a]ccessing
the tape-cassette memory of Platte in the tape streamer drive of Kano using the interface of Kano_
is a simple use of known elements to achieve a predictable resulf,” Id. at Q/A 946. In contrast,. '
Sony’s expert Dr. Mowry stated that there would be no expectation of success from combining
Platte and Kano because “[clombining Platte and Kano implicates an array of hardware and
firmware design challenges that, in my opinion, would have been vefy difficult for one of
ordinary skill in the art to implement.” CX-0013C at Q/A 590; see also id. at Q/A 599. Dr.
Mowry argued that it would be incorrect to assume that Platte and Kano could be successfully

combined. Id. at Q/A 589.
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The determination of “whether there is a reason to combine prior art references is a

question of fact.” See Kinetic Concepts, Inc. v. Smith & Nephew, Inc., 688 F.3d 1342, 1367

(Fed. Cir. 2012). Here, the parties have each made arguments as to whether a person of ordinary

skill in the art would combine the teachings of Platte and Kano. Although Fujifilm has offered
evidence that one skilled in the art would and_ could successfully combine the teachings of Platte
and Kano, ther; is also evidence of record to the contrary. Cf. RX-0004C at Q/A 928-950 and
CX-0013C at Q/A 457-469, 585-594, 597-608. The experts also offered contradictory testimbny
regarding other bases purportedly motivating the combination of Platte and Kano. Compare RX-
0004C at Q/A 950 with CX-0013C at Q/A 603-605; compare RX-OOO4C at Q/A 947-949 with
CX-0013C at Q/A 600-602.

“The burden falls on the challenger of the patent to show by clear and convincing
evidence that a skilled artisan would have been motivated to combine the teachings of the prior
art references to achieve the claimed invention, and that the skilled artisan would have had a
" reasonable expectation of success in doing so.” Pfizer, Inc. v. Apotex, Inc., 480 F.3d 1348, 1361
(Fed. Cir. 2007); see also Kinetic Concepts, 688 F.3d. at 1360. Given the significant cohﬂicting
testimony, I find that Fujifilm has failed to establish by clear and convincing evidence that one
skilled in the art would combine the teachings of Platte and Kano thus rendering claims 1-13 of
the *596 patent invalid as obvious. See Technology Licensing Corp. v. Videotek, Inc., 545 F.3d
1316, 1327 (Fed. Cir. 2008) (“Failure to prove the matter as required by the applicable standard
means that the party with the burden of persuasion loses on that point—thus, if the fact trier of

 the issue is left uncertain, the party with the burden loses.”).
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In view of the forgoing, I find that Fujifilin has failed o establish by clear and éonvmcing
evidence that Platte renders the claims 1-13 of the *596 patent invalid as obvious in view of the
knowledge of a person of 'ordinaly skill in the art and/or Kano.

4. Fujifilm did not prove by clear and convincing evidence that Sawada
in view of Kano renders obvious asserted claims 1-13.

© Fujifilm contends that Sawada renders the claims 1-13 of the *596 patent invalid as
~ obvious in view of Kano. RIB at 137-141. Sony and Staff disagree. CIB at 165-166; SIB at
128. The parties’ respective arguments generally parallel those made with respect to the
combination of Platte and Kano discussgéd above. Namely, the parties dispute whether those
skilled in the art would be motivated to combine the teachings of Sawada and Kano as proposed
by Fujiﬁlm'and whether there would be an expectation of success from doing so.

Fujifilm asserts that those skilled m the art would have been motivated to combine
Sawada :and Kano and 'Would have had a reasonable expectation of | success from the
combination. See RIB a:t 138. Fujifilm contends Sawada and Kano both relate to tape media
cassettes and therefore a person skilled in the art would combine their teachings. Id Fujiﬁlm‘
also asserts that the “there is no ‘fundamental incompatibility’ that would pfevent such a
combination.” Id. (citing Certain Magnetic Data Storage Tapes, Inv. No. 337-TA-1012,"
Comm’n Op. at 47 (Mar. 8, 2018)).

Sony and Staff contend that Fujifilm has not established a motivation foi‘ why a persén of
ordinary skill in the art would combine the teachings of Sawada and Kano, or that thére would be
a reasonable expectation of success ﬁom doing so. For example, Sony contends that “Sawada
and Kano are completely different and non—compatiﬁle systems each with their own hdeme,

software, and data formats.” CIB at 165. In this regard, Sony posits that the design and
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programming challenges would present significant challenges for combining Sawada and Kano.
Id. Staff agrees. SIB at 128.

As was the case with Platte and Kano, there is competing testimony as to whether those
skilled in the art would combine the teachings of Sawada related to video cassettes with the data
library described in Kano, and whether there would be a reasonable expectation of success from
doing so. Compare RX-0004C at Q/A 804-902 with CX-0013C at 471-533. For example,
Fujifilm’s expert Dr. Messner testified that Sawada and Kano both “both disclose a similar tape
cassette. The tape cassettes in each reference have magnetic tape wound around two reels, and
also have built-in memory for storing operational information (including management
information and identiﬁcétion information).” RX-0004C at Q/A 809; see also id. at Q/A 810-
811. Dr. Messner further:testiﬁed that those skilled in the art would have an expectation of
success from combining the components of Sawada and‘ Kano because doing so would constitute
“nothing more the use of known elements to yield predictable results.” Id. at Q/A. 8309; see also
id. at 812.°

Sony’s expert Dr. Mowry disagreed with each of Dr. Messner’s contentions regarding the
motivation to combine Sawada and Kano. See CX-0013C at 473-475 (addressing RX-0004C at
Q/A 809-811). For example, Dr. Mowry contended that the mere fact that Sawada and Kano
disclose tape cassettes and refer to video tape recorders does not provide sufficient basis to
combine their respective teachings.” Id. at Q/A 473; see also id. at Q/A 482-483, 486. In
addition, Dr. Mowry testified that there are “significant differences betweeﬁ the tape library
system of Kano and the personal entertainment application of Sawada” and that they eaph
- “pertain to different te‘chno‘logy and different products and address different market needs.” Id.

at Q/A 477-478. According to Dr. Mowry, Fujifilm and Dr. Messner also failed to explain how
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those skilled in the art would integrate the “disparate technology” described in Sawpda and
Kano. 1d. at Q/A 478.

“Although Fujiﬁhh has offered evidence that one skilled in the art would and could
successfully combine the teachings of Séwada and Kaﬁo, Sony has offered at least equally
compelling testimony and evidence to the contrary. I therefore find that Fujifilm has failed to
establish by clear and convincing evidence that one skilled in the art would combine the
teachings of Sawada and Kano thus fendering claims 1-13 of the *596 patent invalid as obvious.
See Tech. Licensing Corp. v. Videotek, Inc., 545 F.3d 1316, 1327 (Fed. Cir. 2008). |

In view of the forgoing, I find that Fujifilm has failed to establish by clear and convincing
evidence that Sawada renders the claims 1-13 of the *596 patent invalid as obvious in view of
Kano.

VIL. DOMESTIC INDUSTRY —- ECONOMIC PRONG

A. Introduction

Sony argues that it has satisfied the economic prong of the domestic industry requirément
under section 337(a)(3)(B) based upon (1) the investment and economic activities of three Sony
Corporation subsidiaries (Sony Latin America Inc. (“SOLA”), Sony DADC US Inc. (“Sony
DADC”), and Sony Services and Operations of Americas (“SSOA™)) and (i1) the maintenance |
and research and development expenses of its cross-licensee IBM related to IBM’s 3592
products.”’ CIB at 9-10, 166, 174. Sony contends that thé combined expenditures of the Sony

subsidiaries and IBM amount to at least [ Il attributable to the °596 patent, at least Ml

%" The 3592 products include Generation 1-4 IBM 3592 tapes (JA, JB, JC, JD, JJ, JK, JL, IR,
JW, JX, JY, and JZ) and the TS1120, TS1130, TS1140, TS1150, and TS1155 tape drives in
which the 3592 tapes operate. Id. at 146, 186-187; see also CX-1304C at Q/A 13-16. '
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B :ttributable to the *501 patent, and at least (I attributable to the °774 pateht. fd.
at 166. Sony also asserts that IBM’s research and development expenditures satisfy the
economic prong under section 337(a)(3)(C). Id. at 186-187. Sony argues that tile above
expenditures associated with the domestic industry products are quantitatively and qualitatively
. significant and substantial. Id. at 187-191. Sony asserts that these expenditures are significant

and substantial weather considered together or broken apart as follows:

596 Patent | 501 Patent | >774 Patent

IBM’s R&D Investments I | S | B |
e

Sony and IBM’s Remaining |
Prong (B) Investments
Total

Id. at 188 (citing CX-0004C at Q/A 235).

Fujifilm disputes that the investments of either the Sony subsidiaries or IBM are
sufficient to satisfy the economic prong. RIB at 142-144. With respect to the Sony subsidiaries,
Fujifilm argues that Sony’s activities are akin to those of an ordinary importer given that all of
the Sony domestic industry products are made in Japan. Id. Fujifilm contends that the domestic
activities performed by the Sony subsidiaries do not, on their own, show the type of significant
investmehts reqﬁired to satisfy the economic prong of the domestic industry requirement. /d. at
144-150. For example, Fujifilm argues that Sony’s domestic labeling activities are not sufficient
to constitute a domestic industry. Id. at 145. Fujifilm also asserts that other of Sony’s expenses,
such as those ascribed to “distribution and logistics” and overhead (e.g., rent, insuranée,
utilities), are unrelated to design, engineering, manufacturing, and assembly; of do not add value
to the imported products and therefore should not be considered for determining whether a

domestic industry exists. Id. at 147-150. Fujifiln further contends that the Sony subsidiary costs
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incurred outside of the United States for certain non-techﬁical employees (i.e., Mr. Clark and Mr.
Sasaki) should not be considered for establishing a domestic industry. Id. at 150-155.

As to IBM’s activities and expenditures, Fujifilm primarily argues, as detailed below, that
the Sony-IBM license does not cover the IBM 3592 products. Id. at 156-166. Fujifilm contends
that Sony cannot rely on expenditures associated with the IBM 3592 products to satisfy the
domestic industry requirement. Id. at 157.

Fujifilm also argues that even if the IBM 3592 products were licensed, it would be
improper to impute IBM’s expenditures assdciated with 3592 tape drives to the *774 and ’501
patents because they are directed only to tape media. Id. at 167-173. And even if it was
_apprépriate to consider expenses for the 3592 tape drives with respect to the *774 and ’501
patents, Sony has ‘nevertheless failed to allocate its expenses to only those portions of the 3592
tape drive that are necessary to exploit those patents. Id. at 172 (citing Certain Video Game
Systems and Wireless-ControllerS and Components Thereof, Inv. No. 337-TA;770, Comm’n Op.
at 67-68 (Oct. 28, 2013)). | |

Fujifilm additionally argues that Sony cannot rely- on IBM’s research and development
expenses to establish the economic prdng under section 337(a)(3)(B). Id at 174-175; RRB at
92-94. Rather, Fyjifilm contends that such expenses can only be properly credited under section
337(a)(3)(C), and that Sony has failed to demonstrate the required nexus between those
expenditures and the patented technology. RIB at 174-175.

Finally, Fujifilm asserts that Sony’s and IBM’s expenditures are neither qualitatively nor
quantitatively significant. Id. at 176-180. |

Staff contends that the investments of the Sony subsidiaries are insufficient to satisfy the

economic prong. See SIB at 130-141. Staff argues that the activities of the Sony subsidiaries are
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not the type of expenditures that can satisfy the eqonomic prong in the first instance, but evén if
they were, Sony has failed to demonstrate that those expenditures are qualitatively and
quantitatively significant. Id. at 131, 140-141. For example, Staff asserts that SOLA and Sony |
DADC’s labeling activities may be a qualifying activity, but that Sony failed to adduce evidence
sufficient to demonstrate that those labeling activities are “signiﬁcant” within the meaning of
section 337. Id. at 134, 136. |

Staff asserts that IBM’s maintenance and research and development expenditures do not
satisfy the economic prong under section 337(a)(3)(B) with respect to the *774 and ’501 patents,
but do satisfy it with respect to the *596 patent. Id. at 130, 145-152. Staff finds that IBM’s
expenditures for mainteﬁance and research and development associated with articles protected by
the ’596 patent are quantitatively and qualitatively significant. Id. at 150-151.

Finally, Staff asserts that Sony has failed to demonstrate that IBM’s investments satisfy
the ecbnorﬁic préng .under section 337(a)(3)(C) because Sony has failed to establish a nexus
- between IBM’s research and development expenditures and the patented technology. Id. at 152.

B. A Domestic Industry Does th Exist Based on Sony Subsidiaries

As to its subsidiaries, Sony asserts that they employ labor and capital in support of the
Sony domestic industry products in the United States, and that these “investments relate to
custom labeling, customer service, warehousing and logistics, distribution, and order
ménagement” falling within the scope of section 337(a)(3)(B). CIB at 166. I consider the
economic activity of each subsidiary below.

1.  SOLA

SOLA, Which is based in Miami, Florida, and has facilities iﬁ Park Ridge, New Jersey,

through its Americas Media and Energy Group (“AMEG”), supports Sony’s LTO business in the

United States by performing warehousing, distribution, labeling, packaging and customer
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| support activities. CIB at 167. SQLA employees “track sales and inventory, maintain supply
~ chains and distribution channels, process orders, respond to customer complaints, provide
customer service, and package and label products.” Id. .Approximately B square feet of
SOLA’s facilities are dedicated to LTO operations. Id. (citing CX-0004C at Q/A 108-120; CX-
0006C at Q/A 20-25)  Sony explains that the “B2B tape group” within AMEG employs i}
individuals and is responsible for LTO and other storage products. Id.

Sony argues that SOLA incurred both fixed costs (e.g., wages, expenses from business
trips, rent for office space, and some indirect personnel costs) and variable costs (e.g.,
advertising and promotion, logistics, customer service and Warranty, commissions, and royalties)
for‘ the domestic B2B tape business. Id. Aﬂér excluding advertising, iJromotion, and
commission expenses, Sony estimates that the combined fixed and variable costs for SOLA
including fiscal _year 2015 through September of fiscal year 2017 were approximately
A Id‘. at 168 (citing CX-0004C at Q/A 118-121; CX-0006C at Q/A 28-60; CX-0862C;
CDX-0004C at 26; JX-OI49C§ JX-0150C).

Sony also relies on expenses related to SOLA employee Mr. Charlie Clark. Id. Mr.
Clark “leads a team that interfaces with Sony’s OEM customers and serves as a conduit between
Sony’s development team in Japan and its OEM custome¥s m the United States.” Id. According
to Sony, total investments related to Mr. Clark for fiscal year 2015 through September of fiscal
year 2017 were approximately SEIEENEE. /d. (citing CX-0004C at Q/A 135-138; CX-0006C at
Q/A 83-90; CX-0008C at Q/A 53; CDX-0004C at 27; CX-1097C; CX-1098C).

SOLA’s investments and expenditures are not tracked on a per-product basis. Id.

at 169-170. Sony employed a sales-based method to allocate a portion of SOLA’s investments
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and expenditures to the domestic industry products. Jd. The results of that allocation method are

-reproduced below:
Percent Percent Percent
FY 2017
Fy2015 | °B2B 1 pvonie | OIB2B | hrougn | °IB2B
Revenue Tape Revenue Tape September) Tape
Media Media Media
Revenue
Revenue Revenue Revenue
LTO-4 ‘
LTO-5
LTO-6
LTO-4
OEM?
LTO-5
OEM
LTO-6
OEM

Id. at 170 (citing CX-4C at Q/A 122-130; CX-6C at Q/A 65-81; CDX-4C at 23-25; JX-135C;

JX-149C; JX-150C; CX-1225C).

Sony conducted a “unit-based allocation” with respect to Mr. Clark’s expenses because

he deals with Sony’s OEM products [N /7. The results of that analysis

are reproduced below:

FY 2015

FY 2016

FY 2017
(through
September)

Total

SOLA’s Investmentsin |
the >596 and *774 Patents |
(LTO-4,5,6)

 6)

SOLA’s Investments in
the >501 Patent (LTO-5,

2 According to Sony, SOLA handled a portion of Sony’s OEM sales in the United States for a
portion of fiscal year 2015. Id. (citing CX-6C at Q/A 72-74).
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ld. at 170-171 (citiﬁg CX-4C at Q/A 131, 140; CDX-4C at 22, 26). Sony conténds that Fujiﬁlm‘
- has not challenged the above calcula_tioné. Id. at 171.

Fujifilm argues that SOLA imports Sony domestic industry products from SSMS in J apaﬁ
and sells the Sony-branded LTO tape products in the United States, Canada, and Latin America,
and that it does not manufacture LTO tape products in the United States. RIB at 7. Fuyjifilm also
contends that the expenses attributed to SOLA are o'verst'ated and should not be considered
because they includé “cost of goods” (a/k/a “COGS”).that were manufactured in Japan. Id. at
151 (citing CX-0004C (Prowse WS) at Q/A 121-123, 129-130; CDX-0004C at 0023-0025; JX-
0149C, CX-0862C; JX-0150C; JX-0082C (Taniguchi Dep.) at 85:3-1'.2, 105:6-15).

Fuji__ﬁlm also disputes that th¢ expenses associated with Mr. Clark’s activities can be
properly considered. Id. at 153-154.. Fujifilm argues that the evidénce of record demonstrates
that “no one at SOLA (inqluding Mr. Clark) designs, researcl;es or develops, manufactures, or
assembles LTO products in the United States.” Id. at 153 (citing JX-0074C (Murai Dep.) at
26:20-29:9). Fujifilm points out that Sony’s expert, Dr. Prowse, testified that Mr. Clark merely
“acts as a liaison to Sony’s OEM customers” and “is a contact person between Sony and its
OEM customers and handles negotiétions and other tasks related to implementing Sony’s LTO
business plan in the United States.” Id. (citing CX-0004C (Prowse WS) at Q/A 135). Fujifilm
also points out that Mr. Clark has authored internal Sony documents statiné that “all tape

~ development and quality control/failure analysié” is performed in Japan. Id. (citing JX-0140C at

4). Fuyjifilm also argues that Mr. Clark’s compensation consists of _
— unrelated to product development. Id. (citing Prowse, Tr. 146:20-

148:19; CX-0006C (Murai WS) at Q/A 90; CX-1097C,; CX-1098C). Fujifilm reasons that Mr.

Clark performs nothing other than sales and marketing activities. Jd. at 154.
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Staff reaches the same general conclusion as Fujifilm. SIB at 132-135. Staff asserts that

Sony’s evidence demonstrates the following SOLA expenses:

Appx. Fixed . % of Total B2B | Total
Costs - Variable Costs Media Sales Investments

2015 _ ;
2016 2 ;
First Half 2017 | '

Total Fixed & Variable Costs Investments

Year

Id. at 133 (citing CX-0004C at Q/A 131-132). Staff also cites to the expenses Sony identified for
Mr. Clark. Id. at 133-134 (citing CX-0004C at Q/A 135-138; CX-0006C at Q/A 83-90; CX-
0008C at Q/A 53; CDX-0004C at 27; CX-1097C; CX-1098C). Staff concludes, however, that
none of the identified expensés are qualifying investments for purposes of satisfying the
economic prong of the domestic industry requirement. /d. at 134-135.

With respect to SOLA’s expenses, Staff contends that they consist of “tracking sales and
inventory, maintaining supply chains and distribution channels, processing orders, responding to
customer complaints and offering customer service, and packaging and labeling products,” and
that SOLA employees do not provide technical support. /d. at 134 (citing Prowse, Tr. at 143:14-
144:9, 145:3-15). Sfaff also notes that Sony’s expert admitted that the warehousing, distribution,
and logistics activities performed by SdLA’s B2B tape group are akin to the activities of an
importer. Id. (citing Prowse, Tr. at 144:10-24). Staff concludes that “SOLA’s investments are
the type incurred by any importer, and are therefore not qualifying investments under the Section
337 statute.” Id. (citing Certain Male Prophylactic Devices, Inv. No. 337-TA-546, Comm’n Op.
at 39 (August 1, 2017)).

Staff reaches a similar conclusion regarding Mr. Clark’s activities. Id. at 134-135.

According to Staff, the evidence shows that Mr. Clark performs sales and marketing activities,
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such as “interfacing with Sony’s OEM customers” and “developing Sony’s OEM business in the
United States.” Id. at 134 (citing CX-0006C at Q/A 90; Prowse, Tr. at 146:20-148:19). In this

regard, Staff notes that the vice president of SOLA’s AMEG group (Mr. Murai) testified that a

significant portion of the money Mr. Clark was paid was for—
I @ o 135, Staff agrees with Fujifilm that Mr. Clark

performs nothing other than non-qualifying sales and marketing activities. Id.
2. Sony DADC

Sony indicates that Sony DADC’s fa(;ilities in New York, New York; Agoura Hills,
California; Terre Haute, Indiana; and Bolingbrook, Illinois, support Sony’s OEM LTO businéss.
CIB at 171. Sony contends that there ére four categories of Sony DADC expenses associated
with the Sony domestic industry products: (1) labor related to management distribution,
packaging, and labeling services for LTO products; (2) facilities costs associated with activities
involving the Sony domestic industry products; (3) customer service activities associated with
the Sony domestic industry products, including Sony DADC’s Global Platform Service (GPS);
and (4) transportation services associated with the Sony domestic industry products. Id. at 171-
174; CX-0004C at Q/A 47; CX-0005C at Q/A 7-39.

With respect to labor related to distribution, packaging, and labeling services for LTO
products, Sony contends that Sony DADC receives imported shipments of LTO products from
SSMS in Japan, checks for inventory discrepancies, validates label sequences, visually inspects
products, and ships products to Sony’s OEM customer warehouses or end users. Id. at _1-71-172.
In addition, Sony DADC employé . full-time employees thaﬁ apply customer-specific bar codes
to LTO tapes pursuant to customer requirements. /d. Sony argues that this custom labeling is a

“value-added step” and a “critical service” because “[m]any DADC customers view LTO tapes
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as unusable unless they are labeled.” Id. (citing CX-0004C at Q/A 48-51; CX-0005C at Q/A 18-
37; CX-0008C at Q/A 51-52; JX-0043C at 128:3-18; JX-0054C at 202:21-203:1). |

Regarding facilities costs associated with activities involving the Sony domestic industry
products, Sony contends that Sony DADC’s domestic industry activities occur in the
approximately - | square foot Building F at its Bolingbrook facility, and that
“approximately JJlll] square feet of Building F is specifically used for LTO operations, such as
shipping, receiving and storage” and include LTO-dedicated equipment. Id. at 172 (citing CX-
0004C at Q/A 54-61; CX-0005C at Q/A 37-46). Sony estimates, based on square footage used,
that rent and fixed costs of Building F allocable to LTO products is 1l percent of the rent and
.- percent of the fixed costs. Id. at 172-173 (citing CX-0004C at Q/A 57-62; CX-0005C at Q/A
40-41; CX-0860C; JX-0144C).

As to customer service activities associated with the Sony domestic industry products,
including Sony DADC’s GPS, Sony asserts that there are il full-time employees in its GPS
division “who perform customer service, interface with OEM customers, and handle finance
activities related to LTO Products.” Id. at 173 (citing CX-0004C at Q/A 63-72; CX-0005C at
Q/A 9, 48-52).

Finally, 'regarding transportation services associated with the Sony domestic industry
products, Sony states that “Sony DADC employees deal with LTO-related transportation issues
and communicate with FedEx and UPS, for example, regarding LTO shipments.” Id.

Sony identifies the following expenses for the Sony DADC activities set forth above:
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Prior to FY FY 2015 FY 2016 FY 2017 (through

2015 September) Total

Distribution,

Packaging, and |
Labeling

Building F
GPS

Transportation

Total LTO

Related -

Expenditures

Id. (citing CX-0004C at Q/A 52-85 CDX-0004C at 18; CX-0860C, CX-1223C; JX-0132C; JX-
0143C; JX-0144C). Sony performed a further allocation of Sony DADC’s expenses as a
function of the number of units processed by Sony DADC related to the Sony domestic industry

products:

Percent of Percent of

Percent of
2017 Total

2015 Total 2016 Total

LTO-4
LTO-5
LTO-6

Total Units to U.S.
" Customers

Id. at 174 (citing CX-0004C at Q/A 93; CDX-0004C at 17, JX!-0132C;- JX-0146C). Sony
contends that, based on this allocation, “Sony DADC’s domestic investments in labor and capital
for the Sony DI Products totaled JJJJilf 21! of which is attributable to the *596 and *774
patents, and approximately [l of which is attributable to the >501 patent. Id. (citing

CX-0004C at Q/A 97-107; CDX-0004C at 16, 18).
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Fujifilm offers several arguments disputing that Sony DADC’s expenses can be utilized
to establish a domestic industry. As an initial point, Fujifilm contends that none of Sony
DADC’s entities design, engineer, manufacture, assemble, or perform any R&D on any Sony
domestic industry product. RIB at 148 (citing JX-0063C (Buchicchio Dep.) at ‘5:8-6:7; JX-
0062C (Buchicchio Dep.) at 21 :2_—6, 180:3-13; JX-0074C (Murai Dep.) at 26:20-29:2; JX-0082C
(Taniguchi Dep.) at 31:1-15, 65:1-5, 66:3-14). In this regard, Fujifilm points out that the
activities in Bolingbrook consist primarily of “shipping, receiving ‘and storage, including
performing the labeling activities” for imported Sony domestic industry products. Id. (quoting
CX-0004C (Prowse DWS) at Q/A 58). Fuyjifilm also contends that Sony DADC’s GPS labor
relates only to financial and non-technical customer service. Id. at 148-149 (citing JX-OO62C
(Buchicchio Dep.) at 75:16-76:1, 102:18-103:4). Given that Sony DADC’s GPS labor does not
relate to product design, development, and manufacture, Fujifilm argues that it is inappropriate to
consider any associated overhead expenditures (e.g., building rent, utilities, and
telecommunications equipment) in determining whether a domestic industry has been
established. /d.

Fujifilm also argues that Sony has failed to establish how, and to what extent, the
activities performed by Sony DADC add value to the imported domestic industry products. Id.
at 149-150. According to Fujifilm, the only “evidence” of an added value came from Sony’s -
economic expert who opined that “meeting customer requests adds value.” Id. (citing CX-OOO4IC
(Prowse WS) at Q/A 275; RX-0585C (Vander Veen WS) at Q/A 163-164). Fujifilm contends
that the lack of evidence showing that Sony DADC’s activities add value to the domestie
industry products further demonstrates that Sony DADC’s overhead expenses should not be

considered as domestic industry investments.
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Fujiﬁlm also levels sevgralz criticisms at the analysis perfdrmed by Sonj’s economic
eipert, Dr. Prowse. Firét5 Fujifilm argues that Dr. Prowse should not have considered pre-2015
expenses when calculating Sony DADC’s expenses. Id. at 150. Fujifilm contends thét Sony did
not manufacture products in the United States between 2011 and 2015, and that expenses dating
from 2011 are too remote to be given weight. Id. (citing CX-0004C (Prowse WS) at Q/A 82-85;
RX-0585C (Vander Veen WS) at Q/A 30-35; Certain Video Game Systems & Controllers, Inv.
No. 337-TA-743, ID at 169-170 (Nov. 2, 2011)). |

Next, Fujifilm asserts that Dr. Prowse’s unit-based allocation improperly “accoﬁnted for
all LTO-4, LTO-5 and LTO-6 products that were imported from Japan, despite that DADC only
labels a small subset of them.” Id. at 152 (citing CX-0004C (Prowse WS) at Q/A 88-90, 93., 98;
CDX—0004C at 18). Fujifilm argues that this approach failed to differentiate between “the labor
used fo perform labeling operations from labor that is simply used to receive and ship the
imported products.” Id. (citing Prowse, Tr. at 131:2-17, 142:3-18, 143:14-144:2, 145:3-15).
According to Fujifilm this distinction is important because Sony DADC’s activities as to tapes
that afe not domestically labeled are no di‘fferent than the .actions of a normal importer. Id. In
this regard, Fujifilm notes that only between‘_ percent of all imported domestic industry

products in the last two years were labeled by Sony in the United States.
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Labeled a3 a Percent of Unlts Sold
Fr 2015 FY 2016 FY 2017 (Apr - Sept)

LTO4 |

LTOS

LTO6

Labeled LTO 46 as % of Total

LTO 07 J— L _—

Id. at 147 (citing J -0145C; RX-0585C (Vander Veen RWS) at )/A 60-61). In addition, the
applied labels only -ost NNl cach. 4. at 176 (citing JX-0062C (Buchicchio Dep.) at 63:18-
21).

Finally, Fujifiln argues that Dr. Prowse incorrectly included Sony DADC’s
“transportation services” where those activities merely :onsisted of expenses for employees who
“deal with LTO-re ated transportation issues and communicate with FedEx and UPS, for
example, regarding .TO shipments.” Id. at 152-153 (citing CX-00 4C (Prowse WS) at Q/A 73).
Accordiig to Fuwifilm, Dr. Prowse testified that suc . expenditu es are those of an ordinary
importer. Id. (citing Prowse, Tr. at 135:11-20, 138:20-140:7, 144:14-24).

Staff cites the same financial data cited by Sony and discussed above. Staff concludes,
however, that the ata fails to establish a domestic industry. SIB at 135-140. First, Staff
conclud :s that “[t]h: evidence does not show that the :xpenses for distribution, packaging, and
labeling are qualitatively or quantitatively significant.” Id. at 136. Staff observes that the Sony
domesti : industry p-oducts are not manufactured in the United Stites and points out that Sony

and its expert chara:terized this subset of mvestments as only covering checking for inventory

191



PUBLIC VERSION

discrepancies, validating the correct label sequences, dealing with shipping or distribution issﬁes,
and then shipping the product to Sony’s OEM customers or customer wérehouses. Ild. In Sfaff’s
view “[t]here appears to be no activities of the type described in the statute—such as engineering
or research and development—at all.” Id. Staff reasons that there is nothing qualitatively or
quantitatively significant about. the distribution and packaging services, and that they are more
like the activities of an importer. Id. With respect to the labeling activities, Staff observes that
Sony failed to identify thé expenses solely related to that acﬁvity. Id. at 137 (citing Prowse, Tr.
at 130:11-131:17; 132:10-133:6). Staff also posits that, to the extent Sony DADC’s labeling
expenses niay qualify toward establishing a domestic industry, such expenses are not significant
since the evidence shows that only a small percentage of imported tapes are domestically
labeled. Id. (citing Prowse, Tr. at 130:3-8; JX-0145C; RX-0585C (Vander Veen WS) at Q/A 60-
61). | |

- Second, with respect to facilities costs associated with Building F activities at the
Bolingbrook facility, Staff asserts that none of the activities in the Bolingbrook facility involve
the types of activities normally considered as part of a domestic industry. Id. at 138. Rather,
they merely relate to shipping, receiving, storage, and labeling. Id.

Third, as to Sony DADC’s GPS, Staff compares them t(v)‘ SOLA’s distribution, packaging,
and labeling activities, and concludes that these activities “are neither qualitatively nor
quantitatively significant” and “are not the types of investménts that typically qualify for
purposes of satisfying the economic prong of the domestic industry requirement.” Id. at 1.3 8-
139.

Fourth, Staff concludes that the evidence fails to show that Sony DADC’s transportation

expenses are attributable to the Sony domestic industry products in order to satisfy the economic
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prong of the domestic industry requirement. Id. at 139. Staff reasons that the transportatioﬁ
services are the type usually performed by an ordinary importer. Id.

Staff also agrees with Fujifilm that Sony DADC’s pre-2015 expenses should not count
towards satisfying the economic prong. Id. at 139-140. According to Staff, Sony’s expert
testified that the pre-2015 expenses did not relate to technical support “and that ift was not
possible to determine how much of the investments were attributable to the labeling activities
alone.” Id. (citing Prowse, Tr. at 140:8-142:18).

3. SSOA

Sony indicates that SSOA includes- employees in Laredo, TX who “provide technical
support and quality assurance work related to Sony’s LTO and other tape products.” CIB at 173
(citing CX-0004C at Q/A 141-159; CX-0006C at Q/A 21-26, 91-96). According to Sony, one of
these employees, Mr. Sasaki, “spends approximately . percent of his time supporting Sony’s
OEM LTO business.”” Id. Based on this estimation and the fact that Mr. Sasaki works on other
non-DI LTO products, Sony estimates that SSOA’s domestic investments totaled approximately
- (from fiscal year 2015 through September 2017), all of which is attributable to the *596
and ’774 patents and approximately - of which is attributable to the *501 patent. Id.
(citing CX-OOO4C at Q/A 141-159; CX-0006C at Q/A 91-96; CX-0863C; CX-1099C; CX-
1173C; CDX-0004C at 28-29).

Fujifilm argues that SSOA’s expenses associated with Mr. | Sasaki’s salary do not
establi-sh a domestic industry because the evidence fails to show that he handles technical issues

related to the Sony domestic industry products. RIB at 154. For example, Fuyjifilm points to the

%% Sony does not appear to allocate any expenses for the other SSOA employee, Mr. Nakashima.
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fact that only a very small number of calls to SSOA were for complaints regarding the Sbny _

domestic industry products:

Calls Related to Domestic
Industry Products

2017 wa _v
2016 ] l
2015 |

Year 77 |'Total Calls

Id. (citing RX-0089C; RX—OSSSC (Vander Veen WS) at Q/A 100-108). Fujifilm also notes that
Dr. Prowse acknowledged that there was no information available to measure Mr. Sasaki’s
contributions to the development of Sony’s domestic mndustry products. Id. (citing Prowse, Tr. at
149:16-150:10). Fujifilm also points to evidence demonstrating that when Mr. Sasaki did
provide technical support he did so from outside of the United States. Id. (citing RX-0090C;
RX-0088C; JX-0080C (Sasaki Dep.) at 12:15-13:25, 23:2-24:2, 61:10-62:1, 79:9-17).

Staff relies on the same financial data cited by Sony and discussed above. SIB at 140-
141. Staff acknowledges that “[tJechnical support is ordinarily considered an appropriate
domestic industry expense,” but questions whether Mr. Sasaki’s work actually qualifies as
“technical support.” Id. According to Staff, the evide-nce shows that Mr. Sasaki “provides
customer sales support, such as dealing with discrepancies in price or quantity of tapes sold to
customers” and that when a customer does have a technical problem with a product, Mr. Sasaki
refers them to technicians in Japan. Id. Staff also asserts that Sony’s expert was unable to
identify any contributions made by Mr. Sasaki to the development of Soﬁy’s domestic industry
products. Id. at 141 (citing Prowse, Tr. at 149:16-150:10). Finally, Staff notes that Sony’s
expert did not prbvide testimony that SSOA’s expendiﬁtres on their own are quantitatively and

qualitatively significant. /d.
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4. Analysis

The Commission has explained that “[t]he economic prong requirement exists to assure
that domestic production-related activities, as opposed to those of a mere importer, are protected
by the statute.” Certain Male Prophylactic Devices, Inv. No. 337-TA-546, Comm’n Op. at 39
(August 1, 2007). This distinction assesses, in part, the qualitative significance of an investment.
See Certain Printing and Imaging Devices and Components Thereof, Inv. No. 337-TA-690,
Comm’n Op. at 27 (Feb. 17, 2011) (explaining that “the magnitude of the investment cannot be
assessed without consideration of the nature and importance of the complainant’s activities to the
patented products in the context of the marketplace or industry in question”). However, such
“qualitative factors alone are insufficient” to show that an investment is significant or substantial.
Lelo Inc. v. Int’l Trade Comm’n, 786 F.3d 879, 885 (Fed. Cir. 2015). Rather, section 337(a)(3)
“requires_ a quantitative analysis to determine whether there is a ‘significant’ increase or
attribution by virtue of the claimant’s asserted commercial activity in the United States.” Id. at
883.

In addition, for purposes of section 337(a)(3), the Commission has determined that the
term “significant” requires “an assessment of the relative importance of the domestic activities.”
Certain Concealed Cabinet Hinges and Mounting Plates, Inv. No. 337-TA-289, Comm’n Op. at
11 (Jan. 8, 1990) (emphasis added); see also Certain Printing and Imaging Devices and
Components Thereof, Inv. 337-TA-690, Comm’n Op. at 27 (Feb. 17, 2011) (explaining that in
assessing significance, “[tJhe Commission has also assessed the relative domestic contribution to
the protected article by comparing complainant’s product-related domestic activities to ‘its ‘

product-related foreign activities”).
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Within the above framework, I find that the expenditures of the Sony subsidiaries fail to
_establish the economic prong of the domestic industry requirement under section 337(a)(3)(B)
because they are not qualitatively and quantitatively signiﬁcant.” |

First, I agree with both Fujifilm and Staff that the Sony subsidiaries’ activities regarding
the domestic industry products are largely those of an ordinary importer, and are thus not -
quantitatively or qualitatively significant. In making this determination I -have considered
whetlier the Sony subsidiaries perform any significant qualifying activities in the United States
sufficient to elevate them from simply being importers of the Sony domestic industry products.
In this regard, I find that the actions of the Sony subsidiaries do not contribute in any significant
~ manner to the manufacture of, or an increased value for, the Sony domestic industry products.

For example, the evidence clearly shows that the domestic industry products are fully
manufactured in Japan, and that no further steps are required for them to operate upon arrival in
the United States. See JX-0063C (Buchicchio Dep.) at 18.:20-19:2. The only additional
“filanufacturing” Sony does in the United States is labeling a fraction the imported cartridges.
Sony characterizes this work ats “a critical service” because “[m]any DADC customers view
LTO tapes as unusable unless they are labeled.” CIB at 170. The evidence shows, however, that
the labeling activities consist of adding a-- label to only approximately - percent of
the imported Sony domestic industry products. See JX-0062C (Buchicchio Dep.) at 63:18-21;
Prowse, Tr. at 128:15-24. Based on these facts, such labeling activities do not have a sufficiently
significant economic and financial impact to demonstrate the type of significant investment that

is required by the economic prong of the domestic industry requirement.

3% Sony does not assert that the expenditures of the Sony subsidiaries satisfy either of section
337(a)(3)(A) or section 337(a)(3)(C). ' '
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I also note that much of Sony’s argument with respect to labeling is not Suppoﬂed by
record evidence. For instance, Sony does not cite to any evidence of record supporting its
assertion that domestic lébeling is “a critical service” or that any, much less many, of Sony
DADC’s customers considered unlabeled LTO tapes to be unusable. See CIB at 170. Indeed, it
is unclear from the record how the lack of a label makes an LTO tape functionally unusable.
Instead, Sony’s argument appears to conﬂate “saleable” with “marketable.” See Certain Male
Prophylactic Dev;;ces, Inv. No. 337-TA-546, at 42 (“[Tlhe bulk condoms fare] not useable or
saleable as imported, the lubrication added in the United States 1s directed to the practice of
~ certain patent claims....”). As noted above, there is no evidence that the imported Sony domestic
industry products cannot be used or sold without domestically added labels. Indeed, there is
evidence to the contrary. See JX-0063C (Buchicchio‘Dep.) at 18:20-19:2 (indicating that that
Sony domestic industry products for — are shipped unlabeled). Moreover, as
noted above, the evidence establishes that only between SN percent of the Sony domestic
industry products are domestically labeled. See JX-0145C; RX-0585C (Vander Veen RWS) at
Q/A 60-61. ‘It certainly cannot be the case that the remainder of the imported Sony domestic _'
industry products are not “saleable” to or “useable” by consumers. |

In addition, to the extent Sony contends that domestic labeling is a “value added”
activity, Sony has failed to quantify the value actually édded from that activity. See Lelo, 786
F.3d at 883. This péint is particularly significant given that Sony’s own witness testified that
Sony labels just a “small subset” of the imported domestic industry prodqcts. See RX-0585C
(Vander Veen WS) at Q/A 60. Thus, based on the forgoing, I find that the application of a Nl

B label on only approximately MM per cent of the imported Sony domestic industry
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products does not constitute a quantitatively or qualitati:\'ely significant activity or expense alone,
or in conjunction with, any other activity of the Sony subsidiaries.

The majority of the remaining domestic support activities of the Sony subsidiaries consist
of sales, warehousing, and distribution. These activities do not constitute significant “domestic
prod'l_lction-related activities,” and do not vhave. any meaningful bearing on the practice of the
Sony domestic industry products given that those products are manufactured entirely outside of
the United States. See, e.g., Certain Printing and Imaging Devices and Components Thereof,
Iny. 337-TA-690, Comm’n Op. at 30 (Feb. 17, 2011). I note particularly that the evidence fails
to show that Mr. Clark performs anything other than sales and marketing activities. See CX-
0006C at Q/A 90; Prowse, Tr. at 146:20-148:19; CX—OOO4C. (Prowse WS) at Q/A 135; JX-
0140C; CX-OOO6C (Murai WS) at Q/A 90; CX-1097C; CX;1098C.

Finally, Sony offered evidence that Mr. Sasaki provides technical support to purchasers
of Sony’s domestic industry products. See CIB at 173 (citing CX-0004C at Q/A 141-159; CX-
0006C at Q/A 91-96; CX-0863C; CX-1099C; CX-1173C; CDX-4C at 28-29). Providing
technical support constitutes an activity that can be credited toward satisfying the economic
prong. The evidence shows,v however, that when Mr. Sasaki provided technical support that he
did so from outside of the United States. See RX-0090C; RX-0088C; JX-0080C (Sasaki Dep.) at
12:15-13:25, 23:2-24:2, 61:10-62:1, 79:9-17. The evidence also shows that SSOA fielded very

few calls related to the domestic industry products:

, Calls Related to Domestic |
Year | Total Calls Tndustry Products "~ | Percent

2017 | n/a
2016 . |
2015

e—
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See RX-0089C; RX-0585C (Vander Veen WS) at Q/A 100-108. As can be gleaned from the
above data, of the il calls to SSOA during 2015 and 2016, only 1B i)eréent related to the Sony
domestic industry products. Moreover, no evidence has been cited establishing that any of those
M calls related to a technical issue. Thus, while it may be the case that Mr. Sasaki provided
some domestic technical support regarding the Sony domestic industry products, the evidence
fails to demonstrate that the expenditures associated with his doing so were qualitatively or
quantitatively significant. |

In view of the foregoing, I find that the expenditures of the Sony subsidiaries are
quantitatively and qualitatively insignificant and therefore fail to satisfy, alone or in conjunction
with the IBM expenses (discussed below), the economic prong of the domestic industry
requirement under section 337(a)(3)(B).

C. A Domestic Industry Exists Relating to IBM 3592 Products
1. The Sony-IBM License.

Sony and IBM have entered into two cross-license agreements relevant to this
investigation. The first is dated March 30, JIlll. CX-1058C. The second is dated March 25,
Bl CX-1044C. The two licenses are identical in all respects relevant to this investigation and
therefore will be referred to as the “Sony-IBM license.” See CX-1058C, CX-1044C; CIB at 174
n. 49; SIB at 141. According to Sony, IBM is a licensee of the Asserted Patents and the
economic prong of the domestic industry requirement 1s satisfied based on IBM’s expenditures
relating to the IBM 3592/products. CIB at 9-10, 174. Staff agrees. SIB at 141. Fujifilm
contends that the Sony-IBM license is defective and does not cover certain IBM 3592 products.
RIB at 178-179. Accordingly, Fujifilm asserts Sony cannot rely on expenditures related té IBM

3592 products to support its domestic industry claim.
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The dispute regarding the Sony-IBM license concerns three sections of the license. First,

B of the license grants IBM a license to [ IR CX-1044C at 6.

Second, N gxonts TBM the right to I
IR /. The parties call this the ‘SN provision. Finally, - states that
I /¢ (emphasis added). The source of the dispute arises from this last section: Why is
there a reference to the claims of — in a section concerning the right to
.

Sony contends that {JJlll grants IBM a license under the Asserted Patents [
B CiB at 175. Staff agrees. SIB at 142-143. Sony further asserts that ]

allows IBM — including the 3592 and LTO products

at issue. CIB at 175, 178. Sony argues that, when read in the context of - the
subseaquent recitation in [
I i - clcar typographical emror. Id. at 179 (citing CX-1058 at 15-16).
According to Sony, any other conclusion is nonsensical and inconsistent with the intent of Sony
and IBM because “Sony has no reason to condition a license to infringe Sony’s patents on
simultaneous infringement of IBM’s patents” and “IBM likewise has no reason to bargain for a
license from Sony that only covers products simultaneously c_overéd by IBM’s own patents.”
ld.; seé also CX-1230C; CX-1046C; CX-1047C; CX-0007C at Q/A 71, 85. Staff agrees. SIB at
143. Given their mutual understanding of the operation of the license agfeements, Sony and

IBM agree that the licensed products include: “(i) IBM 3592 tape products: JA; JB; JC; JD; JJ;
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JK; IL; JR; JW; JX; and JY: and (ii) IBM LTO tape products LTO-1, LTO-2, LTO-3, LTO4,
_ LTO-S, LTO-6, and LTO-7" and 3592 tape drives.”CX—1046C.

Fuyjifilm disaérees that Sony can rely on IBM’Q 3592 tapes and 3592 tape drive products
to establish the economic prong of the domestic industry requirement. RIB at 156. Fujifilm
argues that the Sony-IBM license—as written—does not cover IBM’s 3592 tapes, and therefore
prevents Sony from relying on Ii3M’s 3592 tapes to establish the economic prong. Id. at 156-

- 166. According to Fyjifilm, - of the Sony-IBM license allows IBM to —

covered 3592 tapes but not to have 3592 tapes _ Id. at 159. In Fuyjifilm’s view,
the _ rights are addressed separately and exclusively in - of the license. Id. at

159-160. Fujifilm contends that - further limits IBM’s —
I - i ! together, Fujifim argucs

that the only products IBM can have others make are products that practice the claims of -

_ that IBM has cross-licensed .to Sony under the

agreement. RIB at 160-162; see CX-1058C at 15, 16. Thus, Fujiﬁim contends that Sony must
demonstrate that the IBM 3592 tapes _ before it may assert that
the IBM 3592 tapes“are licensed doinestic industry products. Id. at 162; see id. at 8 (citing RX-
0005C (Vander Veen WS) at Q/A 27). Fujifilm argues that the reference to —
_ has a valid business purpose and is not a typographical error. Fujifilm
further argues that even if the reference to IBM is an error, it was not timely corrected so as to be
applicable in this investigation. Id. at 156-162.

Staff contends that the Sony-IBM license covers the IBM 3592 family of products by

virtee of the [ erent o 151 RN
_ SIB at 142. Staff contends that- applies regardless of who designs or
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manufactures produc_tvs for IBM, and that such an interpretation is consistent With the
understanding of Sony and IBM. Id. (citing CX-1046C; CX-1047C; Cyrix Corp. v. Intel Corp.,
77 F.3d 1381, 1384-87 (Fed. Cir. 1996)). With respect to B stoff asserts that
the evidence demonstrates that- includes a typographical error that as written “does not
make much sense and.does not grant anything to IBM.” Id. at 143-144 (citing CX-1230C). Staff
contends that the typographical error in - creates an “ambiguity” leading to an “absurd
result where IBM gains nothing from a cross-license.” Id. at 144-145. Because thé Sony-IBM
license is governed by New York law, Staff asserts that the Sony-IBM license should be
interpreted to carry out the intention of the parties, and tha- should be read as referring
I * . 145 (citng CX-1230C;
1414 APF, LLC v. Deer Stags, Inc., 834 N.Y.S. 2d 133, 135 (1st Dept. 2007)).

| In evaluating Sony’s domestic industry assertions based on IBM’s activities, I begin with
the language of ihe statute. Section 337 requires that an industry in the United States exist, or be
in the process of being established, with respect: to the articles protected by a patent. See 19
U.S.C. § 1337(a)(2). The statute also requires certain types of investments in the United States
with respect to such articles. See 19 USs.C. § 1337(a)(3). Articles protected by the patent
include those articles that practice the claims of the patent under authorization from the patent
owner. See Certain Electronic Imaging Devices, Inv. No. 337-TA-850, Comm’n Op. at 92-95.
(April 21, 2014). Because the test for determining whether an article is protected by the patent
g essentially same as that for infringement,” the Patent Act informs the issue. See Alloc, Inc. v.
Int’l Trade Comm’n, 342 F.3d 1361, 1375 (Fed. Cir. 2003). In this regard, the Patent Act
describes infringement as action by those Who make and use the invention “without au.thority.”v

Id. § 271(a).
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Notably, the Patent Act does not state that authority to practice a patented invention must
be granted in writing.. See Waymark Co?p. v. Porta Systerﬁs Corp., 334 F.3d 1358, 1364 (Fed.
Cir. 2003) (“Only assignments need be in writing under 35 U.S.C. § 261. Licensés may be
oral.”). While a written contract or license may provide evidence of permission to practice a
patented invention, such writing are not the only acceptable form Qf evidence. Thus, the
question before me is whether there is adequate evidence in the record establishing that IBM is
practicing the Asserted‘Patents with Sony’s perrﬁission. Sufficient evidence of authorization
from Sony for IBM to practice the patent claims, even if not reduced to writing, can suffice to
bring the IBM 3592 tape products within the umbrella of domestic industry products upon which
Sony may rely.

Here, the evidence shows that since at least as early as 2010, IBM has had Sony’s
authorization to manufacture articles and/dr have articles manufactured on IBM’s behalf that are
both protected by the Asserted Patents and that would otherwise be subject to a claim of
infringement but for Sony’s authorization. For example, by letter dated August 21, 2017, Sony

and IBM memorialized that both parties have been operating with the mutual understanding that

IR o ot o [ icnscs s TBM the v o
—. See CX-1230C at 1. Similarly, by letters dated October 25, 2017, and

November 9, 2017, Sony and IBM again confirmed that - of the licenses allows IBM to

I (- 15! 3592 products and thot N
allows 151 o [ S:

CX-1046C and CX-1047C. Sony also provided testimony from Mr. Hiroshi Kamitani, a
participant in the license negotiations between Sony and IBM, explaining that the letters

exchanged between Sony and IBM were intended to confirm “the understanding of the
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agreement that Sony and IBM have had all along with respect to the language of the agreement.”

CX-0007C at Q/A 85. Mr. Kamitani further testified that- of the Sony-IBM license (the

_ section) was always intended to allow IBM to _
I =t Q/A 90-95. |

The evidence of record establishes that the IBM 3592 products are manufactured with
authority from Sony, regardless of whéther the Sony-IBM license fully and accurately reflects
that intention. I conclude, therefore, that Sony can rely on IBM’s 3592 products as domestic
industry products.

Alternatively, to the extent I-am required to interpret the Sony-IBM license.to determine
whether it covers IBM 3592 tape products, I find that it does. The Sony-IBM license is governed
by New York law. See CX-1058C at 42-43; see_also CIB at 3, 176; RIB at 158; SIB at 144.
Under New York law, “courts may as a matter of interpretation carry out the intention of a
contract by transposing, rejecting, or supplying words to make the meaning of the contract more
clear” when “some absurdity has been identified or the contract would otherwise be
unenforceable either in whole or in part.” Wallace v. 600 Partners, 634 N.Y.S.2d 669, 717
(1995).

Here, there is no credible evidence or.explanation as to why Sony and IBM would have
entered into a contract in which IBM licensed itself to — practice its own
patents. Although Fujifilm offers a theory explaining how the Sony-IBM licenses could be
interpreted as written, that theory does not square With the weight of the evidence of record. See
RIB at 161. As explained above, Sony has offered evidence regarding Sony’s and IBM’s

intentions when they entered into the license agreements, and Sony has also provided evidence
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~ demonstrating that Sony and IBM have acted in accord with that mutual understanding. See CX-
1230C at 1; CX-1046C; CX-1047C; CX-0007C at Q/A 85, 90-95.

The mostly likely explanation here is that there is a mistake iri- of the license. See,
e.g., Ross v. Shearman, 95 A.D.3d 1100, 1101 (2d Dep’t 2012) (holding that a contract providing
for payment of a losing party’s attorney’s fees was absurd and reading the contract to require |
payment of the prevailing party’s attorney’s fees). Therefore, I find that a New York court
would interpret the Sony-IBM license to include products—
that are covered by the licensed Sony’s patents regardless of whether those products also practice
IBM patents. For this additional reason, I find that Sony can rely on domestic investments
related to IBM 3592 products when proving a domestic industry.

2. Issues unique to the *774 and ’501 patents.

As discussed above, Fujifilm and Staff disagree with Sony as to whether IBM’s
maintenance and reseafch and development expenditures can be relied upon to satisfy the
economic prong under sections 337(a)(3)(B) or (C) with respect to the *774 and *501 patents.

Fujifilm asserts that the domestic industry for the *774 and 501 patents extends at most
to expenditures relating to IBM 3592 tape cartridges and cannot include expenditures relating to
IBM 3592 tape drives. Fujifilm contends that the *774 and *501 patent claims are directed to
tape media and that tape drives are not articles protected by the patents. RIB at 167 (citing
Certain Video Game Systems & Wireless Controllers, Inv. No. 337-TA-770, Comm’n Op. at 66
(Oct. 28, 2013)). In support of its position, Fujifilm asserts that magnetic tape cartridges are a
separate article of commerce from tapre‘drives, and therefore Sony’s ability to rely on IBM’s
expenditures beyond those tape cartridges is limited. Id. at 167-168 (citing Modulér Structural
Systems, Comm’n Op. at 12-13; Cell Culture Microcarriers, Comm’n Action and Order at 37,

Certain Concealed Cabinet Hinges & Mounting Plates, Inv. No. 337-TA-289, ID, 1989 WL
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60880‘4,.at *55, *147 (Sep. 28, 1989)); see id. at 144. Fujifilm argues that it does not matter that
IBM 3592 tapes and 3592 drives aré designed to be used together. Id. (citing Modular Struétural
Systems, Comm’n Op. at 37, Cell Culture Microcarriers, Comm’n Action ahd Order at 37;
Concealed Cabinet Hinges, 1989 WL 608804, at *55, *150). Fujifilm further argues that the
domestic industry is limited to the article of commerce in which a patentéd component is
physically incorporated. Id. (citing Personal Computers, Comm’n Op. at 41; Certain Double-
Sided Floppy Disk Drives & Components Thereof, Inv. No. 337-TA-215, USITC Pub. 1860, ID
at 56 (May 1986); Certain Kinesiotherapy Devices & Components Thereof, Inv. No. 337-TA-
82.3, Comm’n Op. at 35 (Jul. 12, 2013); Integrated Circuit Chips, Comm’n Op. at 48). Fujifilm
also asserts that the media of the *774 and ’501 patents can be utilized in non-3592 drives. See
id. at 169-172. Fiﬁally, Fujifilm contends that IBM’s ekpenditures for maintenance and research |
and development can only be attributed to 3592 tape drives, and not 3592 tape cassettes or

media. Id. at 173 (citing CX-0004C (Prowse WS) at Q/A 167; RX-0585CX (Vander Veen WS)

- at Q/A 122, 124-127).

Staff comes to the same conclusion as Fuyjifilm. SIB at 145-148. Staff reasons that -
because the *774 and 501 patents claim tape media the articles protected by the patents “at most
extend to tape cartridges, but do not properly extend to tape drive products.” Id. at 146. In this
regard, Staff asserts that Sony’s expert failed to allocate IBM’s expenditures only to 3592 tapes,
and the evidence of record demonstrates that the majority of IBM’s investments were directed to
tape drives, not tapé cartridges. fd. at 147 (citing Tr. at 152:15-22; RX-0585C at Q/A 126, 127
(citing JX-0034C at 90-93; JX-0046C at 108; JX-0028C at 121-125; JX-0037C at 25-27; RX-

0454C at 4018; CX-0721C)).
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I return again to the words of th¢ s‘tétute.v In se.ction 337 investigaﬁons,’the domestic
indﬁsfry is defined by “articles protected by the pétent.” See 19 U.S.C. § 1337(a)(2)-(3). T have
already determined that the IBM 3592-tapes practice the claims of the *774 and *501 patents.
Thus, IBM 3592 tape cartridges are articles protected by the 774 and ’501 patents. See Alloc,
342 F.3d at 1375.

But tha‘; determination is not the end of the question. “The Commission has held that in
certain circumstances, the realities of the marketplace require a modiﬁcatioﬁ of the principle that
the domestic industry is defined by the patented article.” Video Game Systems & Wireless
Controllers & Components Thereof, Inv. No. 337-TA-770, Comm’n Op. at 66 (Oct. 28, 2013)
(citing Certain Modular Structural Systems, Inv. No. 337-TA-164, Comm’n Op. at 12 (June
1984).) Thus, I must determine whether the realities of the marketplace for IBM 3592 tapes
indicate that the domestic industry includes _investments beyond those directly related to the
patented article. I find that the realities of thé marketplace require further analysis in this
investigation.

Sony’s arguments in this regard are similar to those set forth, but ultimately rejected, in
Certain Modular Structural Systems. Inv. No. 337-TA-164, Comm’n Op., 0084 WL 951886
(June 1984). Specifically, Sony contends that the IBM 3592 tapes and 3592 tape drives form a
system despite the fact that neither the *774 patent nor the 501 patent is dirécted to a system.”!
CIB at 182. However, Certain Modular Structural Systems is not the only iﬁvestigation in which

the Commiésion has addressed this issue. In other investigations, the Commission has explained

3 Sohy also argues that the 3592 tapes and 3592 drives are critical to one another given that
they cannot operate independent of one another. CIB at 181-182 (citing Prowse, Tr. at 166:2-4;
CX-1304C at Q/A 20, 147).
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that additional componenfs beyond the patented articlé:s can be considered in the domestic
industry analysis where those additional products enable exploitation of the cléimed. subject
matter. See, e.g., Video Game Systems, Inv. No. 337-TA-770, Comm’n Op. at 68 and 70. An
“important™ factor in making that determination is whether the alleged domestic activities ;‘have
a direct relationship to exploitation of the patented Fechnology."’ Id at 67. Activities “far
removed from the technology protected by the patent” should not be includéd._ 1d.; see also
Certain Integrated Circuit C'hips and Products Containing The Same, Inv. No. 337-TA-859,
Comm’n Op. at 36 (Aug. 22, 2014).

Although it is possible to exploit the 774 and *501 patents through all manner of tapes,
including LTO and other formats, it is not possible to exploit IBM 3592 tape cassettes—articles
protected by the patent—without an IBM 3592 drive. It is undisputed that IBM 3592 tapes can
only be used in an IBM 3592 drive. Thus, the reélity of the marketplace developed around the
IBM 3592 family of products is that IBM 3592 tape drives are necessary to use IBM 3592 tapes
aﬁd vice versa.

The IBM 3592 products present a situation quite similar to that in Video Game Systems.
In that vinvestigation, the Commission found that the domestic industry products included some
non-patented components “which enable [Complainant] to exploit the technology of the claimed
toy wands.” Inv. No. 337-TA-770, Comm’n Op. at 68. The Wands could not be exploited absent
certain electronic receivers and software of the devices they attached to. Id. at 70. The situation
here .is similaf.' Participants in the memory tape marketplace do not purchase an IBM 3592
memory storage tape if they cannot write or read data from it. And data cannot be written or
retrieved frofn an IBM 3592 tape without an IBM 3592 drive. Thus, the evidence of record

shows that the “realities of the marketplace” dictate that the IBM 3592 tapes protected by the
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’774 and 501 patents cannot be “exploited” absent their use in conjunction with IBM 3592 tépe
dlives that .do not themselves practice the ’774 and ’501 patent claims. Accordingly, in
considering whether the economic prong has been satisfied for the *774 and 501 patents, I find
that the unique facts of this investigation indicate that expenditures associated with IBM 3592
tapes and IBM 3592 tape drives shéuld be considered. |

3. Employment of labor and capital for research and devélopment
relating to articles protected by all asserted patents under section

337(a)(3)(B).

Sony asserts that it has satisfied the economic prong of the domestic industry requirement
under section 337(a)(3)(B) because “IBM has made significant investments in labor and capital
for maintenance operations and de{zelopment and commercialization work related to its licensed
3592 tape and drive products.” CIB at 180-181; see id. at 9-10, 146, 166, 174, 186-187. Sony
ascribes [ in expenses for labor associated with maintenance and operations for the’
3592 family of products between 2014 and September 2017. Id. at 183 (citing CX-0004C at Q/A
176-178; CX-0718C; CX-1304C at Q/A 167). Sony also ascrlbes —m expenses for
labor associated with research and development for the IBM 3592 family of products since 2012.
Id. at 185 (citing CX-0004C at Q/A 210-215; CX-0870C; CX-1304C at Q/A 145). Sony

allocated these expenditures to each Asserted Patent as follows:*?

32 Sony offered two sales-based allocations for IBM’s investments in maintenance operations.
See CX-0004C at Q/A 177-206.
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Allocation Method 1 ARocation Method 2
Maintenance Maintenance
Operation53 3 Operations34

Research and
Development3 3

’596 Patent
’501 Patent | '
 >774 Patent

Id. at 183-184, 186; see also CX-0004C at Q/A 196, 205.

Sony indicates that the labor and maintenance operations allocated to the IBM 3592
products include direct labor costs (i.e., account management, project management, and on-sife
maintenance) and indirect labor costs (i.e., infrastructure support, IT, management staff, and
maintenance technicians). See CIB at 182-183. According to Sony, “IBM employed
approximately Sl full-time equivalents in 2014 for on-site direct labor.” Id.

Sony asserts that IBM’s research and development activities for the 3592 products occur
primarily in Tucson, Arizona and Almaden, California. Id. at 184 (citing CX-1304C at Q/A 87).
According to Sony, the Tucson facility utilizes approximately 8 percent of the space in two
buildings and houses Il people (fll percent of whom are engineers) devoted to the developmert,
testing, and support of 3592 products. Id. (citing CX-1304C at Q/A 88, 90, 93-95; CX-0004C at
Q/A/ 209). The Almaden facility includes a pilot line for developing and testing manufacturing
processes and prototype 3592 tape systems. Id. (citing CX-0004C at Q/A/ 209). The ml
employees at the Almaden facility devote approximately fll percent of their time to development

work related to 3592 products. Id. (citing CX-1304C at Q/A 125-129; CX-0004C at Q/A 209).

33 Estimated from fiscal year 2014 through September of fiscal 2017. See €CX-0004C at Q/A
196.

3 Estimated from fiscal year 2014 through September of fiscal year 2017 based upon North
American revenue. See CX-0004C at Q/A 205.

35 Estimated from fiscal year 2012 to September of fiscal year 2017. See CX-0004C at Q/A 205.
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According to Sohy, IBM does not track its research and development 'eXpenditures for each
different 3592 system (i.e., TS1120, TS1130, TS1140, TS1150, and TS1155), but IBM was able

to provide an estimate of expenditures devoted to each system between 2012 and 2016:

C ] I 0T I 2 0 TSI I 0 TG R
TS1120/TS1130
TS1140 .
TS1150 l
TS1155

Id. at 185 (citing CX-0004C at Q/A 217-218; CDX-0004C at 33; CX-1304C at Q/A 147-154).

Fujifilm argues that IBM’s expenditures relate to tape drives and cannot be considered to
support a domestic industry in tape media practicing the claims of the *774 and ’501 patents, as
diséussed above. See RIB at 173. As to the *596 patent, Fujifilm contends that Sony cannot rely
on IBM’s tape and drive investments because the Sony-IBM license does not cover the 3592
family of products. Id. at 174. Fujifilm also contends that IBM’s research and development
expenses can only be properly credited under section 337(a)(3)(C), not subparagraph_ (B), and
that Sony has failed to demonstrate the nexus between IBM’s research and development
expenditures and the patented technology required under section 337(a)(3)(C). Id. at 174-175.

In assessing IBM’s 3592 e#penditures, Staff concludes that IBM’s maintenance and
- research and development expenditures do not satisfy the economic prong under section
337(a)(3)(B) with respect to the *774 and *501 patents, as discussed above, but do satisfy
subparagraph (B) with respect to the 596 patent. Id. at 130, 145-152. Staff contends that the
’596 patent claims a tape drive apparatus as well as a tape cassette. RRB at 39. Staff reasons
that IBM’s investments related to the 3592 tape drives therefore relate to articles protected by the

’596 patent. Id. For example, Staff observes that “the evidence shows that IBM invested at least

I :0d possibly I in labor and capital for maintenance” for articles
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covered by ’596 patent.’ 6 RIB at 148 (citing CX-OOO4¢ at Q/A 199-205; CDX-0004C at 31, 36;
IJX-0125C; .CX-0718C; CX-1095C; CX-1101; CX-1190; CX-1729). Staff also poirlltsv to
evidenpe of record demonstrating that IBM inyested _ related to the articles
protected'by the ’596 patent. Id. at 151 (citing CX-0004C at Q/A 199-205; CDX-0004C at 33,
35, 36; JX-0125C; CX-0718C; CX-1095C; CX-1101; CX-1190; CX-1729). Thus, Staff submits
that IBM’s expenditﬁres for maintenance and research and deveiopment associated with articles
protected by the *596 patent are quantitatively and qualitatively significant. Id. at 150-151.

M;f previous determinations have resolved many of these issues. As discuésed above, |
have determined that the maintenance and research and development expenditures associated
‘with the IBM 3592 tapes and 3592 tape drives should be considered when determining whether
the economic prong has been satisfied for the 774 and *501 patents. [ hav¢ also rejected
Fyjifilm’s contention that the IBM 3592 products are not authorized by Sony.

The remaining issﬁe is Fujifilm’s contention that research and development expenses are
the exclusive province of subsection (C), and caﬁnot be considered under subsection (B). The
Commission has repeatedly—and again recéntly—made clear that labor expense. associated with
research and development can be used to satisfy the economic prong under section (B).
Particularly, in Certain Robotic Vacuum Cleaning Devices, Inv. No. 337-TA-1057, Comm’n Op.
at 11 (August 1, 2018), the Commission noted that it “has?rejected the legal theory that labor
costs from research and development can only Be considered under ‘subparagraph (C).” The

Commission explained that this has been the case since the passage of the 1988 Omnibus Trade

and Competitiveness Act that codified sections (A) and (B) and added subsection (C). Id.at 12

36 Based upon the two different sales-based allocations Sony offered for IBM’s investments in
maintenance operations. See SIB at 149.
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(“Since the 1988 Act, the Commission has permitted expenditures on plant and equipment and
“labor and capital employed in engineering and research and development activities to support a
domestic industry under subsections (A) and (B), so long as the asserted expenditures satisfy the
plain language of the statutory text.”). This position is consistent with a number of prior
~ Commission decisions.

For example, in Certain Ground Fault Current Interrupters, the Commission permitted
research and development expenses to be considered under subsection'(B). Inv. No. 337-TA-.
739, Comm’n Op. at 80 (June 11, 2012). In doing so, the Commission explained that “Leviton
presented domestic industry evidence organized according to ‘articles protected by the patent’
when evavluating plant, equipment, labor, and capital expenses,” that Levitqn GFClIs were articles
that practiced the asserted patents, and that “virtually all research and development of the
Leviton GFClIs occurs in the United States.” Id. at 78-80. |

Citing Certain Ground Fault Current Interrupters, the Commission arrived at a similar
conclusion in Certain Electronic Imaging Devices, Inv. No. 337-TA-850, Comm’n Op. at 92-95.
(April 21, 2014). In fact, the Commission addressed this issue direptly. Id. at 92-93 (“In other
words, Respondents essentially argued that Apple’s research and development investments
should be considered under subsection 337(a)(3)(C) and not under subsection 337(a)(3)(B). The
Commission has made no such requirement in the past.”). For example, the Commission
indicated that expenses for labor and capital for research and development could be considered
under subsection (B) where “Flashpoint provided individual head counts for Apple engineers
working on research and development for the iPhone 4S and iPhone 5 in the United- States.” Id.

at 93.
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The Commission also credited research and development work under subsectien (B) in
Certain Marine Sonar Imaging Devices, Ineluding Downscan and Sidescan Devices, Products
Containing the Same and Components Thereof, Inv. No. 337-TA-921, Comm’n Op. at 54, 64
(Jan. 6, 2016). In that case, the Commission found that Navico’s expenditures from 2009 to
2014 of a confidential amount in the domestic design, development, service, repair, and support
of the LSS-1 products con‘hstitute a significant employment of labor and capital under section
337(a)(3)(B). In doing so, the Commission again cited evidence of record inelicating that “the
research and development [was] performed on products practiciﬁg each of the asserted patents,
[that] resulted in the creation of a new products category that consumers found valuable,” and
expressly noted that “[t]he recdrd also shows that Navico conducts the vast majority of its
research and development in the United States.” Id. at 63-64.

As can be seen, the Commission has consistently allowed research and development
expenses to be included under subsection (B). In some instances, certain research and
.development expenses may even qualify as both an investment in a domestic industry product
under subsection (B) and an investment in a patent covering that product under subsection (C).
See, e.g., ‘Certaiﬁ Electronic Imaging Devices, Inv. No. 337-TA-850, Comm’n Op. at 95-96.
(affirming the ALJ’s finding “that Apple and Motorola made substantial investments in research
and development under subsection 337(a)(3)(C) based on the same facts on which he based his
finding under subsection 337(a)(3)(B)”); see also Certain Integrated Circuit Chips, Inv. No.
337-TA-859, Comm’n Op. at 42 (“Our caselaw demonstrates that a complainant;s evidence of its
investment in a pfotected articie that practices the pateﬁt ordinarily also can support the inference

that the investment was itself an exploitation of the patent.”).
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Consiste_nt \&ith the '.precedent reviewed above, I find that IBM’s _:research and
development investments can be considered under subsection (B) in order té establish the
economic prong of the domestic industry requirement.

In sum, I find that all of the maintenance and research and development expenditures
assoqiated with the IBM 3592 products relied upon by Sony shall be considered in determining
whether the economic prong of the domestic industry requirement has been satisfied under
secﬁon 337(a)(3‘)(B).‘ | |

4. Research and development investments relating to articles protected
by all asserted patents under section 337(a)(3)(C).

Sony also argues that IBM’s expenditures for labor and capital associated with research
and development of 3592 tapes and drives satisfies the domestic industry requirement uﬁder
section 337(a)(3)(C). CIB at 186. Sony contends that a nexus exists between the IBM 3592
products and the technology of the Asserted Patents. /d. In particﬁlar, Sony argues that the *501
patent is directed to “incréased track density and increaséd performax_lce when media is psed with
a dxive;” that the 596 patent enables “increased n'eliability' and security and improves the
interopei‘ation of the cartridge memory, tape media, and drive,” and that the *774 patent provides
improvements in signal strength and performance. Id. (citing CX-0001C at Q/A 221-224; CX-
0003C at Q/A 74-76, 98-101; CX-0002C at Q/A 60). |

Fyjifilm and Staff contend that Sony has failed to demoﬁstrate a nexus between the IBM
expenditures and the patented technology, and .t'hus Sony cannot establish tﬁe economic pfohg
under section (C). RIB at 174-175; SIB at 152.

For the reasons set forth- above, I have determined that research and development
expenditures associated with the IBM 3592 tapes and 3592 tape drives constitute domestic

industry products with respect to the Asserted Patents. That determination includes findings that |
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(1) 3592 tapes and drives are articles practicing the *596 patent and (ii) 3592 tape drives are
necessary to exploit 3592 tapes practicing the *774 and *501 patents. See Certain Integrated
Circuit Chips, No. 337-TA-859, Comm’n Op. at 36 and Video Game Systems, Inv. No. 337-TA-
770, Comm’n Op. at 68). With that in mind, Commission precedent “demonstfates that a
complainant’s evidence of its investment in a protected article that practices the patent ordinarily
also can support the inference that the investment was itself an exploitation of the patent.”
Certain Integrated Circuit Chips, Inv. No. 337-TA-859, Comm’n Op. at 42. Thus, the question
is whether that “ordinary inference” applies here, where the domestic industry products—at least
for some of the patents (i.e., the 774 and *501 patents)—include non-patented articles (and their
associated research and development expenses) necessary to “exploit” the asserted patents.

Given that I have determined that investments relating to the 3592 tape drives should be
considered when evaluating the domestic industry reievant to all of the Asserted Patents, it
follows that investments associated with the research and development of those tape drives are
an “investment [that is] itself an exploitation of the patent.” Therefore, I find that IBM’s
research and development invesﬁnents can be considered under subsection (C) in order to
establish the economic prong of the domestic industry requirement.

5. The significance of IBM’s investments.

Sony argues that IBM’s expenditures associated with the 3592 products are quantitatively

and qualitatively significant and substantial. /d. at 187-191. For example, Sony points to IBM’s

3592 research and development expenses:

I 12596 Paten il 250 T Patcn | 7/ A1P aten ol
IBM’s R&D Investments - R

Id. at 188 (citing CX-0004C at Q/A 235).
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Sony further asserts that the quantitative significance of IBM’s expenditures is

demonstrated when compared to North American sales revenue:

7596 Patent | 501 Patent ] *774 Patent
IBM’s Maintenance Investments
(2014 — Complaint) *

Sales Revenue in Practicing
Tape Products _
DI as a Percentage of Revenue

*596 Patent | ’501 Patent | >774 Patent

IBM’s Development
Investments (2014 — Complaint)

Sales Revenue in Practicing
Tape and Drive Products
DI as a Percentage of Revenue “

Id. at 189 (citing CX-0004C at Q/A 197-205, 220-221; CDX-0004C at 31, 33, 35, 36; CX-

0718C; CX-0870C, JX-0125C).

Finally, Sony asserts that IBM’s domestic industry product expenditures are qualitatively
significant within the U.S. marketplace. Id. Among other things, Sony cites to the importance of
IBM’s expenditures as a function of initially creating and now maintaining the 3592 line of
products. Id. at 190-191 (citing CX-0004C at Q/A 283-287; CX-0008C at 63-64; CX-1304C at
Q/A 120-122, 166; JX-0046C at 23:12-30:1, 60:6-22; CX-1729; RX-0450 at 21).

Fujiﬁhn_argues that IBM 3592 expenditures lack significance because Sony failed to
demonstrate that those expenditures added any value to the IBM 3592 products. Id. at 179.
Fujifilm points out that this lack of significance is further demonstrated by the fact that IBM’s
revenue and expenses associated with the 3592 products constitutes only a very small portion of
IBM’s overall revenue and expenses. Id.

Staff finds that IBM’s expenditures for maintenance and research and development

associated with articles protected by the 596 patent are quantitatively and qualitatively
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significant.>’ Jd. ét 150-151. For example, Staff observes that “the evidence shows that IBM
invested at least -, and possibly _ in labor and capital for rﬁaintenance”
for articles covered by *596 patent. Id. at 148 (citing CX-0004C at Q/A 199-205; CX-0718C;
CX-1095C; CX-1101; CX-1190; CX-1729; CDX-OOO4C at 31, 36; JX-0125C). Staff also points -
to evidence of record demonstrating that IBM invested _ related to the articles
protected by the 596 p.at'ent. Id. at 151 (citing CX-0004C at Q/A 199-205; CX-0718C; CX-
1095C; CX-1101; CX-1190; CX-1729; CDX-0004C at 33, 35; 36; JX-O]25C).

Based on »the evidencé of record, I find that IBM’s investments are quantitatively
significant as required by section 337(a)(3 )(B) as well as quantitatively substantial as required by
section 337(a)(3)(C). This conclusion is true with respect to the absolute dollar amounts
invested to exploit each of the Asserted Patents and as reflected as a percentage of the IBM
North American revenue attributable to the products exploiting each of the Asserted Patents. See
CX-0004C at Q/A 197-205, 220-221, 235; CDX-0004C at 31, 33, 35, 36; CX-0718C; CX-
0870C; JX-0125C. That these investments led to a proprietary storage format for IBM supports
a.ﬁnding> that they are qualitatively significant as well. See CX-0004C at Q/A 283-287; CX-
0008C at 63-64; CX-1304C at Q/A 120-122, 166; JX-OO46C at 23:12-30:1, 60:6-22; CX-1729;
RX-0450 at 21.

Accordingly, I find that Sony has demonstrated that the identified IBM investrhents
exploit the inventions protected by 596, *501, and *774 patents and satisfy the economic prong

of the domestic industry requirement under both section 337(a)(3)(B) and section 337(a)(3)(C).

37 In view of Staff’s determination that IBM’s expenditures did satisfy the domestic industry
requirement under section 337(a)(3)(C) because there was no nexus with the Asserted Patents,
Staff did not address whether such expenses are “substantial” as required in subsection (C). See
SIB at 152.
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VIIL. CONCLUSIONS OF LAW

1.  The Commiséion has personal jurisdiction over the parties, and subject-matter
jurisdiction over the accused products.

2. The importation or sale requirement of éection 337 1s satisfied as to Fujifilm.

3. Fujifilm’s LTO-4 and LTO-6 tape products infringe claims 1, 5, 6, 7, 8, 10, 16, and 17 of
the *774 patent. |

4. Fujifilm’s LTO-5 tape pfoducts infringe claim 17 of the 774 patent.

S. The asserted claims of the *774 patent are not invalid and are directed to patentable

subject matter.

6. Fujifilm’s LTO-4, LTO-5, and LTO-6 tape products infringe claims 1, 2, 4, 5, and 6 of
the *501 patent. |

7. Fujifilm’s LTO-5 and LTO-6 tape‘prcv)ducts infringe claim 8 of the *501 patent.

8.  The Imnation 9840 product anticipates claims 1, 2, 4, 5, 6, and 8 of the ’501 patexit.

9. Japanese Patent Publication Number 2003-141708 (“Meguro”), anticipétes claims 1, 2, 4,

5, 6, and 8 of the 501 patent. |

10. United States Patent Publication Number 2003/0224213 (“Meguro-2”), anticipates claims

1,2,4,5, and 6 of the *°501 patent.

11.  The combination of the Imation LTO-1 product with the knowledge and experience of a

person of ordinary skill in the art and/or the NCIS Roadmap renders mvalid as obvious claims I,

2,4,5, 6, and 8 of the °501 patent. |

12.  The combination of Japanese Patent Publication Nu-mbe:r P2002-123928 (“Takahashi”),

with the knowledge and experience of a person ;>f ordinary skill in the art reﬁders invalid as

obvious claims 1, 2, 4, 5, 6, and 8 of the ’501 patent.
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13. The assgﬁed claims of the 501 patent are not mvalid for lack of written description or
enablement.

14.  Fujifilm induces infringement of claims 1-13 of the *596 patent.

15.  The asserted claims of the *596 patent are not invalid.

16. | The technical prong of the domestic industry requirement for all of the Asserted Patents
has been sétisﬁed.

17.  The economic i)rong of the domestic industry requirement has been satisﬁed for all of the
Asserted Patents.

IX. RECOMMENDED DETERMINATION ON REMEDY & BOND

The Commission’s Rules provide that the administrative law judge shall issue a
recommended determination concerning the appropriate remedy in the event that the
Commission finds a violation of section 337, and the amount of bond to Be posted by
respondents during Presidential review of the Commission action under section 337(j). See
19 CF.R. § 210.42(a)()(n). |

A. Limited Exclusion Order

Under section 337(d), the Commission may issue a limited exclusion order directed to a
respondent’s infringing products. See 19 U.S.C. § 1337(d). A limited exclusion order instructs
the U.S. Customs Service to exclude from entry all articles that are covered by the patent at issue
| that originate from a named respondent in the investigation. See Fuji Photo Film Co. Ltd. v. Int’l
Trade Comm’n, 474 F.3d 1281, 1286 (2007). |

Sony argues that an exclusion order and/or a cease and desist order must issue when there
has been a violation of section 337. See CIB at 197-198. Because Fujifilm has violated section
337, Sony contends, a limited exclusion order is warranted against Fujifilm, its affiliates, parents,

subsidiaries, and/or other related business entities, and its successors or assigns. See CIB at 198.
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Fujifilm does not dispute that a limited exclusion order should issue if a violation of sectiop 337
has occurred. See RIB at 185. Fujifilm argues, however, that any issued exclusion order should
(i) be delayed by at least six months, (ii) be limited to Fujifilm-branded LTO-4, LTO-5, and
LTO-6 products and components thereof, and (iii) expressly exclude both IBM-branded LTO-4,
LTO-5, gnd LTO-6 products manufactured by Fujifilm for IBM and LTO-7 ﬁroducts that were
excluded from this investigation. Id. According to Fuyjifilm, delaying enforcement of the
exclusion order would permit affected U.S. customers sufficient time to transition to other
| storage solutions (e.g., in LTO-7 tapes). Id. at 185-186.

Staff submits that the evidence supports recommending a limited exclusion order without
delay. According to Staff, there are other suppliers who could supply tapes. SIB at 155 (citing
CX-0004C at Q/A 305-309, 313, 344). Staff asserts that Fujifilm’s proposed exception for IBM-
branded products is unnecessary. Id. Staff does support, however, inclusion of a certification
provision because Fujifilm makes other LTO tape products that are not accuseci in this
investigation and that are provided to a third-party licensed under the Asserted Patents. Id.
(citing Certain Ground Fault Circuit Interrupters and Products Containing Same, Inv. No. 337-
TA-615, Comm’n Op. at 28 (March 26, 2009): Certain MEMS Devices and Products Containing
Same, Inv. No. 337-TA-700. Comm’n Op. at 27 (May 13, 2011)).

In the event the Commission finds a violation, I recommend that a limited exclusion
order issue prohibiting the importation of all the accused products found to infringe the Asserted
Patents. There should be no delay in issuing the order. I do recommend, however, tailoring the
: exclusién order to incorporate Fujifilm’s proposed exception for IBM-branded LTO-4, LTO-5

and LTO-6 products and their components given that such products are manufactured and
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imported pursuant to a license granted by Sony. I do not recommend mcluding a provision
regarding LTO-7 products given that they were not a part of this investigation.
I further note that no party has requested an exception for products sold to or used by the

U.S. Government as set forth in 19 U.S.C. § 1337(1), which provides that:

Any exclusion from entry or order under subsection (d), (e), (f),

(g), or (i), in cases based on a proceeding involving a patent,

copyright, mask work, or design under subsection (a)(1), shall not

apply to any articles imported by and for the use of the United

States, or imported for, and to be used for, the United States with
the authorization or consent of the Government.

19 U.S.C. § 1337(l). Recognizing that such a provision is typically present in the Commission’s
exclusion orders, I recommend inclusion of such a provision.

B. Cease and Desist Order

Under section 337(f)(1), the Commission may issue a cease and desist order in addition
to, or instead of, an exclusion order. See 19 U.S.C. § 1337(t)(1). The Commission generally
issues a cease and desist order directed to a domestic respondent when there is a “commercially |
significant” amount of infringing, imported product in the United States that could be sold,
thereby undercutting the remedy provided by an exclusion order. See Certain Crystalline
Cefadroxil Monohydrate, Inv. No. 337-TA-293 USITC Pub. 2391, Comm’n Op. on Remedy, the
Public Interest and Bonding at 37-42 (June 1991); Certain Condensers, farts Thereof and Prods.
Containing Same, Including Air Conditioners Jor Automobiles, Tnv. No. 337-TA-334 (Remand),
Comm’n Op. at 26-28, 1997 WL 817767, at *11-12 (U.S.I.T.C. Sept. 10, 1997).

In the event a violation of Section 337 is found, Sony contends that a cease and desist

order is appropriate because “as of September 30, 2017, || NG
e ————
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0004C at Q/A 355-371; JX-0041C at 326:7—32754; JX-0007C; CX-0947C). According to Sony,

during September 2017, for example, Fujifilm sold app_roximately—
.
B - ot 199 (citing JX-0119C). Similarly, during May 2017, Fujifilm sold
m—
B 7 (citing CX-0004C at Q/A 364; JX-0119C; JX-0120C). Sony also points to
Fujifilm’s inventory éf components and bulk cartridges for manufacturing LTO-4, LTO-5, and
LTO-6 tape products. Id. (citing CX-0004C at Q/A 368-369; CX-0950C; CX-0952C; CX-
0954C; CX-0955C; CX—0956C; JX-0007C). |

Fujifilm contends that Sony has failed to demonstrate that Fujifilm mainta.ins a
commefcially significant invéntory of infringing products in United States.. See RIB at 186.
According to Fujifilm, R
|
. /4. (citing RX-0585C at Q/A 216, 217,
RX-0431C). This inventory includes products for licensed sales to IBM. Id. (citing RX-0585C
at Q/A 221-222). | |

Staff recommends issuance of a cease and desist order because “[t]he evidence shows
that Fujifilm has a commercially significant inventory of accused products in the United States as
well as components that are used to manufacture the accused tapes.” SIB at 156 (citing CX-
0004C at Q/A 355-371). |

Should the Commission find a violation of section 337, I recommend that a cease and

desist order issue to Fujifilm from selling its accused products because Fujifilm maintains a
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commercially significant inventory of the accused pfoducts and components thereof in the
United States. See CX-0004C at Q/A 355-371. |

C. Bond During Presidential Review

Pursuant to section 337(j)(3), the Administrative Law Judge and the Commission must
determine the amount of bond to be required _of a respondent during the 60-day Presidential
review period following the issuance of permanent relief, in the event that the Commission
determines to issue a remedy. See 19 U.S.C. §1337()(3). The purpose of the bond is to protect
the complainant from any ihjury. See 19 C.F.R. § 210.42(&)(1)(ii), § 210.50(a)(3).

When reliable price information‘ is available, the Commission has often set the:. bond by
eliminating the differential between the domestic product and the imported, infringing product.
See Microspheré Adhesives, Processes for Making Sarhe, and Prods. Containing Same,
Including Se?f-Stick Repositionable Notes, Inv. No. 337-TA-366, USITC Pub. 2949, Comm’n
Op. at 24 (Dec. 8, 1995). In other cases, the Commission has turned to alternative approaches,
especially when the level of a reasonable royalty rate could be ascertained. See, e.g., Certain
Integrated Circuit Telecomm. Chips and Prods. Containing Same, Including Dialing Apparatus,
:InV. No. 337-TA-337, Comm’n Op. et 41, v1993 WL 13033517, at *24 (U.S.I.T.C. June 22,
1993). A 100 percent bend has been required when no effective alternative existed. See, e.g.,
- Certain Flash Memory Circuits and Preds. Containing Same, Inv. No. 337-TA-382, USITC Pub.
No. 3046, Comm’n. Op. at 26-27 (July 1997) (imposing a 100% bond When brice' comparison
was not practical because the parties sold products at different levels of commerce, and the
proposed royalty rate appeared to be de minimus and without adequate support in the record).

Sony asserts that a 100 percent bond is appropriate. See CIB at 199. Sony argues that
although the Commission usually sets bond rates based on tﬁe price differential between the

domestic industry products and the accused products, it will set a 100 percent bond when
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a.ccuraté pricing information is unavailable or unreliable. Id. at 199-200. According to Sony,
accurate pricing information is not available here thus warranting a 100 per cent bond. Id. at 200
{citing CX-0004C at Q/A 372-389; JX-0043C at 88:5-10).

Fujifilm argues that Sony has failed to carry it burden of establishing a bond value and in
doing so has ignored its own pricing data. See RIB at 186-187 (citing CX-0004C at Q/A 388;
CX-0008C at Q/A 71). In particular, Fnj‘iﬁhn argues that Sony and its expert have failed to
substantiate their claim that it was not possible to determine a price differential. /d.

Staff argues that Sony has not carried its burden to prove that a 100 percent bond is
warranted given that the parties exchange pricing information and Fujifilm was able to perform a
price comparison. See SIB at 157 (citing RX-0585C at Q/A 227-268).

Should the Commission find a violation of section 337 by Fujifilm, I do not recommend
imposition of a bond. Even though a 100 percent bond may be warranted where price
comparison is not practical, Sony has failed to establish that a price differential cannot be
determined, especially given fhat Fujifilm was able to perform a price comparison. See RX-
0585C at Q/A 227-268; see also Certain Flash Memory Circuits and Prods. Containing Same,
Inv. No. 337-TA-382, EDIS No. 3046, Conm’n. Op. at 26-27 (July 1997). Given the absence of
any evidence 01; argument by Sony that an alternatively valued bond is appropriate, I find that
Sony has failed to carry its burden that any bond is warranted. Accordingly, I do not recommend
imposition of any bond during the Presidential review period.

X. PUBLIC INTEREST

In connection with this Recommended Determination, and pursuant to Commission Rule

210.50(b)(1), 19 CF.R. § 210.50(b)(1), the Commission ordered that {he prestding

administrative law judge
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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 lumited to the statatory
public interest factors set forth in 19 U.S.C. §§ 1337(d)(1), (£)(1),

(&)(1).
82 Fed. Reg. 25334 (June 1, 2017).

Before issuing a remedy for a violation of section 337, the Commission must consider the
effect of the remedy on the following public interest factors: (1) the public health and welfare;
(2) competitive conditions in the U.S. economy; (3) the U.S. production of articles that are like.
or directly competitive with those that are the subject of the investigation; and (4) U.S.
consumers. See 19 U.S.C. §§ 1337(d)(1), (f)(1). The Commission begins this analysis with the
understanding that the public interest favors the protection of intellectual property rights by
excluding infringing products. See, e.g., Ceftain Two-Handle Centerset Faucets & Escutcheons
& Components ﬁzereojf Inc. No. 337-TA-422, Comm’n Op. at 9 (July 21, 2000). It is rare for
the Cominission to determine that the public interest considerations outweigh the patent holder’s
rights. See Spansion Inc. v. Int’l Trade Comm'n, 629 F.3d 1331, 1360 (Fed. Cir. 2010). The
Commission can, however, tailor the remedy to minimize the impact on the public interest. See |
e.g., Certain Personal Data and Mobile Commc'ns Devices & Related Software, Inv. No. 337-
" TA-710, Comm’n Op. at 83 (delaying the effective date of an exclusion order based on
competitive conditions in the U.S. economy).

A.  Public Health and Welfare

Sony submits that exclusion of magnetic tape products that are primarily used for
backing-up and archiving data will not have an adverse effect on the public health and welfare in
the Unifed States. See CIB at 191 (citing CX-4C at Q/A 296-300); see also JX-43C at 150:11-
2‘1)..
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| Fujifilm indicates that the Accused Prodﬁcts do not implicate any critical public health,
welfare or safety concerns of the Commission. See RIB at 181. |

Staff- asserts that “[tjhere is no allegation that an exclusion order in this investigation
would affect the public health and welfare.” SIB at 153 (citing RPB at 263-268).

The evidence shows that the availability of Accused Products has no critical effect on the
public health, safety and welfare in the United States. Accordingly, I find that there is no
evidence that the public health and welfare will be adversely affected by an.exclu‘sion ofder in
this investigation, and I also find there is no reason to forego or delay issuance of an exclusion
order on this basis.

B. Competitive Conditions in the United States Economy

Sony submts that the requested relief will not diminish competition within the market fof
LTO tape products. See CIB at 192 (citing CX-4C at 76-84, Q/A 310-339). Sony contends there
would be little or no impact on the LTO market from the requested relief because (i) Fujifilm
- will be able to continue to supply LTO-4,, LTO-5, and LTO-6 tape products on an OEM basis to
licensees éuch as IBM, and (i1) LTO tape sales are shifting away from the accused products. Id.
at 192-193 (citing CX-4C at Q/A 305-309, 324-337, 339; JX-43C at 144:20-145:6; CX-1436 at
141-155; CDX-4C at 49-52; JX-119C; JX-121C; CX-8C at Q/A 33; JX-10.9C; CX-1326C at Q/A
21-22; CX-552 at 9). Sony also notes that Fujifilin’s own sales projections indicate that by time
a remedial order issued in this investigation, LTO-4, LTC-S, and LTO-6 tape products would

account for less than —Fujiﬁhn’s LTO sales. Id. at 193 (citing CX-1326C at Q/A 22;

FX-105C). Finally, Somy arguesthat st
I - CI5

at 193-195.
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Fujifilm argﬁes that it is the lone domesfic manufacturer of LTO tapes. See RIB at 181

(citing RX-0005C (Vander Veen DWS) at Q/A 36). Fujifilm accuses Sony of attempting to
monopolize the LTO market in the United States.: Id: (citing RX-0078C (SNY-ITC0922829) at
50-51; RX-0005C ‘(V ander Veen DWS) at Q/A 65). Fuifilm asserts that there will be
“d’iséstrous consequences” in the United States if Sony achieves exclusivity in the LTO market
because in the past five years Fujifilm has manufactured more than _ LTO-4, LTO-5
and LTOG tapes in the United States at its Bedford, Massachusetts facility. /d. (citing RX-0431C
(FF-SONY-ITC2_00317973)). Fujifilm asserts that entry of an exclusion order may cause
~ Fujifilm to close certain of its domestic manufacturing facilities, potentially leaving more than
-U.S. residents without jobs. /d. at (citing RX-0001C at Q/A 23, 83). Fujifilm also contends
that an exclusion ordc_er would also potentially jeopardize production of other generations of LTO
products (e.g., LTO-7) and would represent an “existential threat” to Fujifilm’s ability to
continue any domestic manufacturing, including Fujifilm’s ability to provide licensed products to
IBM. Id. (citing RX-0005C (V ander Veen DWS) at Q/A 45-47). In contraét, Fujifilm asserts
that Sony cwrently performs no LTO 'xznanufacturing_ in the United States and instead
manufactures its LTO tape products exclusively in Japan. Id. (citing RX-0005C (Vander Veen
DWS) at Q/A 49; JX-0069C (Kato Dep.) at 81:1-85:4; JX-0062C (Buchicchio Dep.) at 21:2-6;
JX-0082C (Taniguchi Dep.) at 31:1-15). In this regard, Fujifilm notes that Sony closed its last
domestic manufacturing facility in 2009, leaving over 300 employees without jobs. Id. (citing
JX-0069C (Kato Dep.) at 81:1-85:4)._ Thus, Fujifilm concludes that “[a]n exclusion order that
eliminates domestic manuféctming to reward an outsourcer of manufacturing jobs aﬁd importer

of foreign-goods is inconsistent with U.S. trade policy and not in the public interest.” Id.
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Staff submits that an exclusion order would have little to no impact bn the LTO market
because Fujifilm would still be able to sell 3592 fapes to IBM. See SIB at 153 (citing Vander
Veen, Tr. at 574:19-23; CX-0004C at Q/A 305-309, 313). Staff also notes that because the LTO
marke‘; follows a trend where newer generation LTO tape products overtake market share from
older generations, the sale of newer generaﬁon tapes, such as LTO-7, will overtake sales of the
older LTO-4, LTO-5, and LTO-6 tapes that are the subject of this investigation. Id. (citing CX-
0004C at Q/A 332, 335-337;.JX-109C; CX-1326C at Q/A 21-22). Thus, Staff concludes that
exclusion of Fyjifilm’s LTO-4, LTO-5, and LTO-6 tapes—will have minimal effect as LTO-7
sales increase. Id.

The evidence shows, based on Fujifilm’s own calculations, that a remedial order issued in
2018 as to LTO-4, LTO-5, and LTO-6 products would impact less than- of Fujifilm’s
domestic LTO sales in view of the transition to newer generation LTO products. See CYX-1326C
at Q/A 22; JX-109C. Given that there is no evidence t,o conclude that this trend will not
continue, any immediate impact on Fujifilm with respect to LTO-4, LTO-5, and LTO-6 products
should diminish. See, e. g., CX-0004C at Q/A 332, 335-337; JX-109C; CX-1326C at Q/A 21-22.
Moreover, Fujifilm will still be able to manufacture and sell LTO-4, LTO-5, and LTO-6 products
pursuant to their license with IBM and to manufacture and sell future generation LTO products.
See Vander Veen, Tr. at 574:19-23; CX-0004C at Q/A 305-309, 313, 324-337. 1 am
unconvinced by Fujifilm’s assertions of dire consequences.

Accordingly, I find that there is no evidence that the competitive conditions in the U.S.
economy will be a&versely affected by an exclusion order in this investigation, and I also find

there is no reason to forego or delay issuance of an exclusion order.
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C. ' | Production of Like or Directly Cémpetitive Products in the United States

Sony submits that if the requested relief is granted, “production of like or directly
vcompetitive articles with respect to Fujifilm-branded and unlicensed OEM LTO-4, LTO-5, and
LTO-6 tape products will remain robust.” CIB at 195 (citing CX-4C at Q/A 301-309). Sony
argues that not only will it continue to manufacture and supply LTO-4, LTO-5, and LTO-6 tape
~ products, but that Fujifilm will be able do so also for IBM. Id. (citing JX-43C at 141:23-142:6;
145:1-6; JX-54C atl166:1-5). Sony also argues that .other manufacturers could enter or re-enter
the market as well, énd notes that three other manufacturers have obtained authorization to
manufacture LTO-4, LTO-5, and LTO-6 tape products. Id. (citing CX-8C at Q/A 97-104; CX-
4C at Q/A 344; CX-881; CX-882; CX-883; CX-884; CX-1216C).

Sony also asserts that consumers have the option of utilizing non-LTO products as weil
as newer generation LTO products, including those manufactured and sold by Fujifilm, that
would not be subject to an exclusion order and which are progressively replacing the LTO-4,
LTO-5, and LTO-6 products. Id. at 195-196 (citing JX-43C at 141:23-142:6; Vander Veen, Tr.
at 569:20-570:4,573:25-574:10). Sony further argues (i) that their LTO-6 products are
interchangeable witﬁ Fyjifilm’s LTO-6 products within the marketplace and (ii) that they have
the ability and excess capacity to “increase its production of LTO—4, LTO-S, and LTO-6 to meet
any shift in demand that results from the exclusion of the Accused Products.” Id. at 196 (citing
CX-4C at Q/A 322, 324-332; CX-8C at Q/A 55-66; CX-1224C; CX-1229C; CX-1084 at 6).
Sony argues that Fujifilm has not correctly estimated the market “shortfall” of LTO-4, LTO-5,
and LTO-6 products that would result from an exclusion order. Id. at 196-197 (citing RX-5C at
Q/A 60,Q63; Vander Veen, Tr. at 561:2-564:3, 567:25-568:10; CDX-4C at 52; CX-1132C).
Finally, Sony contends that Fujifilm has not properly assessed whether Sony can meet the

resulting demand. Id.
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Fujifilm contends that although there is a public interest in protecting intellectual
- property owﬁers from unfair competition, the public interest requires protecting the domestic
industry. RIB at 182 (citing Certain Microprocessors, Components Thereof, & Products
Containing the Same, Inv. No. 337-TA-781, ID at 369 (Dec. 14, 2012)). Fujifilm asserts that as
the only domestic »manufacturer of LTO tape products that it has the only “real” domestic
industry, and that entry of an exclusion order would destroy that industry with respect to not only
the accused éf LTO-4, LTO-5, and LTO-6 p‘roducts, but to all LTO generations. Id. at 182-183.
In making this argﬁment, Fujifilm cites to its argument regarding competitive conditions in the
U.S. economy discussed above. Id.

Staff asserts that an exclusion order would not affect the production of like or directly
competitive articles. See SIB at 153. According to Staff there are several reasons for this

conclusion: (i) Fujifilm will still be able to permissibly supply IBM with LTO tapes; (ii) Sony

will be able to continue production along with three other companies that have been authorized

;[0 sell and manufacture LTO-4, LTO-5, and LTO-6 tapes; and (iii) users can also switch to
newer generation tape products or to other storage media. Id. at 153-154 (citing Vander Veen,
“Tr. at 568:21-574:23; CX-0004C at Q/A 305-309, 313, 323, 344). |

As discussed above, the evidence shows that there will be a diminishing impact, if any, of
an exclusion Qrder with respect to Fujifilm’s LTO-4, LTO-5, and LTO-6 products because of
Sony’s (and others”) ability to supply the same or similar products to the market, including by
Fyjifilm by virtue of manufacturing licensed LTO tapes to IBM. See Vander Veen, Tr. at
568:21-574:23; CX-OO_04C at Q/A 305-309, 313, 323, 344; JX-43C at.1.41:23-142:6; 145:1-6;

JX-54C at166:1-5; CX-8C at Q/A 97-104; CX-881; CX-882; CX-883; CX-884; CX-12160).
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In vi¢w of thé forgoing, theréfore, I ﬁ.nd'that there is no evidence thaf an exclusion order
would have an adverse effect on the production of likely or directly competitive products in the
United State\‘s, and therefore also find there is no reason to forego or delay issuance of an
exclusion order on this basis.

D. United States Consumers

- Sony subﬁlits that an exclusion order will have minimal or no adverse effect on U.S.
consumers. See CIB at 197. Sony contends the evidence shows that the LTO market would
remain robust and competitive were an exclusion order issued. Id. Sony fuﬁher asserts that “if
anything, the requested remedies will benefit consumers by promoting innovation and increasing
product quality and diversity through enforcement of intellectual property rights.” Id. (citing
CX-4C at Q/A 340-354), |

Fujifilm argues that an exclusion order would harm U.S. consumers because it would
likely result in the elimination of domestic companies and jobs. See RIB at 183 (citing RX-
0602C (SNY-ITC0371630) at 20). Fujifilm also contends that an exclusion order would result in
a shortage of LTO-4, LTO-5, and LTO-6 products in the United States that Sony cannot easily
supply. Id. (ciﬁng Complainants’ Responsive Statement of Public Interest Under Section
210.8(b), April 28, 2017, EDIS Doc ID 612038, at 5; JX-0086C (Yamaguchi Dep.) at 18:10-11).
According to Fujifilm, Sonly has a capacity of producing only - LTO- LTO-4, LTO-5,
and LTO-6 tapes, and would need to more than- that capacity to ensure a sufficient supply
of such tapes to.U.S. consumers. Id. at 184. Fujifilm argues that this issue is particularly acute

* because Sony’s tapes are manufactured at Japanese facilities that have previously been damaged

and shut down resulting in worldwide shortages of Sony tapes. Id.
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'Fujiﬁhn alsovrequests, m the event an exclusid;l order is issued, that it be delayed by at
least sxx monfhs to au§w u.s. épnsumers sufficient time to sw'itcﬁ td moré current .LTO'
generations (e.g., LTO-7) so as to minimize any negative impact on those consumers. Id. at 18S.

Staff submits that U.S. consumers will not be negatively affected by an exclusion order
because there vﬁll still be available competitive LTO products as well as alternative storage
Systems. See SIB at 154. According to Staff, the availability of such alternative storage systems
will provide a “check” against Sony unfeasonably raising LTO prices due to the exclusion of
Fujifilm products. Id. (citing Vander Veen, Tr. at 57Q: 17-571:22).

I find that the evidence of record demonstrates that U.S. consumers of LTO products will
have ample altefnative choices for LTO products, including LTO-4, LTO-5, and LTO-6 products
manufactured by Fujifilm for IBM. T find that there is no evidei;ce U.S. consumers will be
adversely affected by an exclusion ord’er.iu this invéstigation. Therefore, there is no reason to
forego or delay issuance of an exclusi‘oﬁ order on this basis. |

In view of the forgoing, I find that the evidence Sho‘z;rs that the public interest
‘considerations do not weigh against or Warrént tailOriiig any remedy in this investigation.

XI. 'INITIAE DETERMiNATION.

Based on the foregoing, it is my Initial Determination that the asserted claims of U.S.
Patent No. 7,029,774 are not invalid and are infringed by Fujiﬁlni; that the asserted éla.ims of
U.S. Patent No. 6,674,596 are not invalid and that Fujifilm induces infringement of those claims;

‘and that the asserted claims of U.S. Patent No. 6,979,501 are invalid. I ﬁmhér find that the

domestic industry requirement has been satisfied for U.S. Patent No. 6,674,596 and U.S. Patent
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No. 7,029,774.3®  Accordingly, I find that there has .been a violation of section 337 in the
importation of articles that infringe U.S. Patent No. 6,674,596 and U.S. Patent No. 7,029,774.

I hereby certify to the Commission-this Initial Determination and the Recommended
Determination.

The Secretary shall serve the confidential version of this Initial De:terrnination upon
counsel who are signatories to the Protective Order (Order No. 1) issued in this investigation. A
public version will be served at a later date upon all parties of record.

Pursuant to 19 C.F.R. § 210.42(h), this Initial Determination shall become the
determination of the Commission unless a party files a petition. for review pursuant to 19 C.F.R.
§2lQ.43(a) or the Commission, pursuant to 19 C.F.R. § 210.44, orders on its own motion a
review of the Initial Determination or certain issues therein.

Within seven days of the date of this document, each party shall submit a statement to
Cheney337@ustic.gov stating whether or not it seeks to have any portion of this document
redacted from the public version. Any party seeking to have any portion of this document
redacted from the public version thereof shall attach a copy of this document with red brackets

39

indicating any portion asserted to contain confidential business information.” The parties’

3% I have found that Sony has shown authorized articles practicing the claims of U.S. Patent No.
6,979,501, but those articles are not protected by the 501 patent because I have found that the
claims practiced are invalid. :

¥ If the parties submit excessive redactions, they 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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. submissions concerning the public version of this document should not be filed with the
Commission Secretary.

SO ORDERED.

ok d s

Clark S. Cheney
Administrative Law Judge

235



-CERTAIN MAGNETIC TAPE CARTRIDGES AND - wowwiie Invi Now337-TA-1058.. . . .. .

COMPONENTS THEREOF

PUBLIC CERTIFICATE OF SERVICE

I, Lisa R. Barton, hereby certify that the attached Initial Determination on Violation of
Section 337 and Recommended Determination on Remedy and Bond has been served by
hand upon the Commission Investigative Attorney, Sarah Sladic, Esq., and the following parties
as indicated, on October 2, 2018.

Lisa R. Barzcon, Secretary

U.S. International Trade Commission
500 E Street, SW, Room 112
Washington, DC 20436

On Behalf of Complainants SonxCorpbration, Sony Storage Media Solutions
Corporation, Sonv Storage Media Manufacturing Corporation, Sonvy DADC US Inc., and _
Sonv Latin America Inc.:

Jeffrey S. Gerchick, Esq. | Ul V1a Hand Dehvery

1300 I Street, NW, Suite 900 [J Via F1rst Class Mail
Washington, DC 20005 ‘ .
UJ Other:

Y
On Behalf of Respondents FUJIFILM Holdings Corporation, F‘U.HFILM Corporation,
FUJIFILM Media Manufacturing Co., Ltd., FUJIFILM Hoidings America Corporation,
and FUJIFILM Recording Media U.S.A., Inc.:

Lisa M. Kattan, Esq. - [ Via Hand Delivery
BAKER BOTTS L.L.P. [ Via Express Delivery
1299 Pennsylvania Avenue, NW , (] Via First Class Mail

Washington, DC 20004 [ Other:




	

