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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA
SAN JOSE DIVISION

APPLE, INC., a California corporation, CaseNo.: 11-CV-01846LHK

)
)
Plaintiff, ) ORDER DENYING MOTION FOR
V. )  PERMANENTINJUNCTION
)
SAMSUNG ELECTRONICS CO., LTD., A )
Koreancorporation SAMSUNG )
ELECTRONICS AMERICA, INC., a New York
corporation; SAMSUNG )
TELECOMMUNICATIONS AMERICA, LLC, )
a Delavare limited liability company )
)
)
)
)

Defendants

Plaintiff Apple, Inc. (“Apple”) filed this action against Defendants Samdtiegtronics
Co., Ltd., Samsung Electronics America, Inc., and Samsung TelecommunicatiensamlLC
(collectively “Samsung”) on April 15, 2011, alleging infringement of several Apatents and
dilution of Apple’s trade dress. On August 21, 2012, a jury returned a verdict that 26n§ams
products infringedApple’s patents or diluted Apple’s trade dress. Apple now brings this motior
for apermanent injunction seeking to enjoin SamsungM infringing, contributing to t&
infringement, or inducing the infringement of any of Apple’s U.S. Patent No. 7,469,381, U.S.
Patent No. 7,844,915, U.S. Patent No. 7,864,163, U.S. Design Patent No. 604,305, gtS. Des
Patent No. 593,087, and U.S. Design Patent No. 618,677, including by making, using, offerin
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sell, selling within the Unite&tates, or imprting into the United States any of the Infringing
Products or any other product not more than colorably different from an Infringpdgd®ras to a

feature or design found to infringe.” Proposed Order Granting Apple’s Motion for a ireelym

Injunction and Damages Enhancement, ECF No. 2133. Apple also seeks to enjoin Samsung

diluting Apple’s registered iPhone trade dress and Apple’s unregistered iPharazl8@ress,
including by selling or offering to sell in the United States any of six ptedbe jury found to
dilute Apple’s trade dressésld. After heaing oral argument on the matimd reviewing the
briefing by the parties, the evidence offered in support of the briefing, andawentdaw, the
Court DENIES Apple’s Motion for ermanentnjunction.

The Patent Act provides that in cases of patent infringement a court “nrayrguactions
in accordance with the principles of equity to prevent the violation of any riginteselby patent,
on such terms as the court deems redslerfa35 U.S.C8 283. Though injunctions were once
issued in patent cases as a matter of course, the Supreme Court ruled in 2006atiat “br
classifications” and “categorical rule[s]” were inappropriate in analyaingther to grant a
permanent injunctioneBay v. MercExchange, L.L,&47 U.S. 388, 393 (2006). Instead, a

patentee seeking a permanent injunction must make a four-part showing:

(1) That it has suffered an irreparable injury; (2) that remedies available,atuelv

as monetary damageseanadequate to compensate for that injury; (3) that,
considering the balance of hardships between the plaintiff and defendant, § remed
in equity is warranted; and (4) that the public interest would not be disserved by a
permanent injunction.

Id. at 391. In considering Apple’s motion, the Court will consider each of these four factors
in turn, and will then consider whether, on balance, the principles of equity support the
issuance of a permanent injunction in this case.

A. IrreparableHarm

Historically, one a plaintiffin a patent cassucceeded on the merits or established a

likelihood of success, irreparable harm in the absence of an injunction was presumieel. Ast

! In the same motion, Apple also requested an enhancement of $535 million to the jupgesiam
awardunder both the Patent Act and the Lanham act. Because this request is interttiriee w
other damages issues in this case, the Court will address Apple’s enhanceoesitinea separate

Order.
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Federal Circuit has recently made cldawever, there is no longer any presumptionreparable
harm, even if a patentee is able to prove that a patent is valid and infriRgledrt Bosch.LC v.
Pylon Manufacturing Corp659 F.3d 1142, 1149 (Fed. Cir. 2011). While the presumption of
irreparable harm no longer appliéise Federal Circuit noted that does not follow that courts
should entirely ignore the fundamental nature of patents as property rightsgythetowner the
right to exclude.”ld. Thus, the patentee’s right to exclude must be considered by etdistnit in
determining whether an injunction is an appropriate remedy, but does not alondisatisfy
irreparable harm requirement

Further, a showing that the patentee has suffered harm is insufficient. , Ratkatisfy
the irreparable harm factor mpatenhinfringement suit, a patenteeust establish both of the
following requirements: 1) that absent an injunction, it will suffer irreparbbim, and 2) that a
sufficiently strong causal nexus relates the alleged harm to the allegedantent.” Apple, Inc.

v. Samsung Electronics Co., Ltd95 F.3d 1370, 1374 (Fed. Cir. 2012)6ple II").? This test
requires a showing that consumers buy the infringing product “because it is ewiipthe
apparatus claimed in the . . . patent,” and not méecause it includes a feature of the type
covered by the patentd. at 1376.

This Court has alreadyerformedsignificant irreparable harm analysis in this case.
Specifically, in considering Apple’s motion for a preliminary injunction, this Cfouwmmd, and the
Federal Circuit agreed, that Apple had not demonstrated irreparable harthérbkely
infringement of the D’'677 or D’087 patentSeeECF No. 452 at 27-3&pple 1,678 F.3d at 1324-
26. The Court considered Apple’s arguments that it hHdred irreparable harm in the form of
erosian of design distinctiveness airckeversible loss of markethare and loss of customers. The
Court concluded that Apple had not explained how erosion of design distinctiveness actually

caused any irreparablerhg and rejected Apple’s theory that infringement diminished the value

2 The Federal Circuit'@pple Il opinion addresses a preliminary injunction. However, the
irreparable harm requirement applies to both preliminary and permanent injunatidrikere is
nothing in theApple Il opinion suggesting that its discussion of irreparable harm should be limi
to the preliminary injuation context. Indeed, Courts regularly cite cases from the two contexts
interchangeablySee, e.gApple v. Samsung Electronics C678 F.3d 1314, 1323 (Fed. Cir.
2012) (“Apple I") (preliminary injunction opinion citingoda v. Codis Corp536 F.3d 131{Fed.
Cir. 2008) (permanent injunction opinion)).
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Apple’s brand, which could not be separated from its products. ECF No. 452 at 29-30. The ¢
further found that though there was some evidence of loss of market share, Apple had not
established that Samsung’s infringement of Apple’s design paimméedhat lcss. 1d. at 3334.
The Court noted that the evidence regarding how consumers chose smartphonesiguasiam
and given that the D’677 and D’087 patetwser onlypartof the phone design, limited to the
front face, even what evidence there was deatyn was important to choice did not create a stroi
link to infringement of these design patents.

The Court also found, at the preliminary injunction stage, that there was noahiepa
harm from infringement of the '381 patent. Specifically, the Court noted that Apple dsehped
no evidence of any causal relationship between the features coydtesl’381 patent and any loss
of market share, customers, or goodwill, and maidestablished that that feature was “necessary|
to, or a core functionality of” Samsung’s produchd. at 63.

These decisions at the preliminary injunction stage araegu#ssarily determinative now,
after all the evidence is in and the Court has the benefit of a more complete facitchl Apple
has presented some additional arguments and new evidence in support of its irrepamable har
argument.Further, there are wvadditional utility patents (the '915 and '163 patents) and one
additional design patent (the D’305 patent), in addition to a finding of trade dressdibuti
which Apple did not previouslgeek a preliminary injunctioand upon which this Court has not
previously ruled The Court’s earlier analysis does, however, provide a starting point for the
present inquiry The Court will thus analyze Apple’s claims of irreparable harm in light ofids pr
findings. The Court will first consider the harms Apple claims to have suffarddyidl then
consider whether Apple has demonstrated that Samsung’s infringeansetthose harms.

Apple’s AllegedHarms

Apple alleges that it has suffered three types of irreparabledmeamesult of Samsung’s
patent infringement(1) loss of market share; (2) loss of downstream and future sales; and (3)

injury to Apple’s eosystent

3 Apple has also alleged harm stemming from Samsung’s dilution of its trade dhés$iai
raises different issues, and is addressed separately below.
4

Case No.: 11CV-01846LHK
ORDER DENYING MOTION FOR PERMANENT INJUNCTION

Cour

19




United States District Court
For the Northern District of California

© 00 N o o b~ w N P

N N N N DN DN DN NN R R R R R R R Rp R R
0o N o 0N WN P O ©OW 0o N o 0N WwN B O

As an initial matter, the Court considers the relationship between the partiels behrs
generally on the likelihood that Apple will suffer harm from Samsung’sigément. At the
preliminary injunction phase, App&rgued and this Court found, that Apple aBdmsung are
direct competitorshased largely on evidence that the two companies compete faimfiest
smartphone buyers. ECF No. 452 at @r(g testimony fronSamsung’'£xpert Michael
Wagne). Apple has presented further evidence of this relationship, including Samsung’s own
documents revealing Samsung’s view of Apple as its primary compefieaP X60 (Samsung
presentation describing the US market as a “two horse race between Applensut@aP X184
(Samsung business plan emphasizing competition with Apple). Samsung has presaeted n
evidence to refute that finding. Thus, the Court finds that Apple and Samsung continugébeco
directly in the same market. This findimgreases the likelihood of harm from continued
infringement. See, e.g Robert Bosch659 F.3d at 1153.

Regardingnarket shareApple introduced evidence at the preliminary injunction phase tf
it had aleady lost some market share to Samsiuring the span of 2010, and the Court
considered evidence from both parties’ experts regarding further lost cost@mmdemarkeshare.
ECF No. 452 at 32-33. The Court found that the evidence could support g fifidireparable
harm. Id. At trial and n the permanent injunction briefing, Apple presented additional evidenc{
that Samsung’s market shapewsubstantiallyfrom June of 2010 through the second quarter of
2012, Musika Decl. § 30 & Exh. 4.4and that Samsung had an explicit strategy to increase its
marketshare at Apple’s expense. PX62.11-15. Samsung does not refute this evidence in its
opposition. Thus, the cumulative evidence shows that, consistent with the Court’s finding at t
preliminary injunction phase, Apple has continued to lose market share to Samsung. As this
explained at the preliminary injunction phase, loss of market share or the perroaseit |
customers as a result of infringing condcahsupport a finding of ieparable harmSeeRobert
Bosch 659 F.3d at 1153-5#,0lymer Techs. v. Bridwell03 F.3d 970, 976 (Fed. Cir. 1996).

Regardingdownstream salethis Court found at the preliminary injunction stage that give
networkcompatibilityissues (Apple phones and Samsung phones use different operating syst

and brand loyalty, there were potentially laegm implications of an initial purchase the form
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of lost future sales of both future phone models and tag-along products like apps, desktop
computers, laptops, and iPods. ECF No. d@522. The Court also found that such damages wo
be difficult to calculate, rendering them potentially irreparabde. Since then, Apple has
submitted further evidence to bolster its claim that both Apple and Samsung relyanersgs
being locked in to one platforn5eePX60.18 (nternal Samsung document discussing Apple’s
“very sticky/loyal subscribers”); Musika Ded].24 (discussing testimony of Apple’s Vice
President Phil Schiller); Musikaecl. 11 2526 (discussing testimony of Samsung’s Justin Denis
and Corey KerstetterMusika Decl. 28 (discussing Apple’s internal study of iPhone owngrs).
its opposition, Samsung has made no attempt to refute this evidence that its concustt Apgle
potential downstream sales. Thus, the evidence this Court found sufficient togustding of

irreparable harm at the preliminary injunction stage remains undisturbed, anddadeen

strengthened by thedditional evidence. Accordingly, as at the preliminary injunction stage, the

Court finds that Apple has suffered some irreparable harm in the form of loss of @anwnsales.

Finally, Apple has argedthat it has suffered irreparable injury to‘iecosystent. It is not
clear how this alleged harm differs from the loss of downstream sales désabsse. Apple
asserts harm from “network effects” and the fact that “customer demand increasasuastiér of
other uses on the platform increaseBlbt. at 5. But how this will harm Apple in a way distinct
from the loss of downstream sales (of future iPhones and ofreth&rdproducts), Apple does not
say. Thus, the Court considers any harms t@lafs secalled ecosystem to be included in the
harm the Court has already found in loss of downstream sales.

Changes to products

Samsung arg@ethat changes to Samsung’s products preclude a finding of irreparable H
Specifically, Samsung argsithatsince 23 of its 26 infringing products have already been
discontinued and that the remaining three have been altered by-designis so as to no longer
infringe, Apple cannot be irreparably harmed by Samsung’s conduct going foruatrthe law
on this point is clear: a defendant’s voluntary cessation of illegal behavior doesatad nequest

for an injunction. See Allee v. Medrand16 U.S. 802, 810-11 (1974). The fact that Samsung m
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have stopped selling infringing produtfsr now says nothing about what Samsung may choosg
do in the future. Absent an injunction, Samsung could begin again to sell infringing products,
further exposing Apple to the harms identified above. Thus, Samsung’s decision teetl@age

its infringing phones does nalterthe Court’'srreparable harnanalysis.

CausalNexus

The Federal Circuit has been quite clear that a showing of harm is not enoughnmuspl
link any harm it sufferslirectly to Samsung’s infringement. This Court and the Federal Circuit
have analyzed this “causal nexus” issue on a patepatent basisSeeApple | 678 F.3d at 1323-
33 (analyzing appropriateness of injunction for each of four patents separajgi. has not
analyzed its alleged harm on a pateypatent basis, but rather has argued for harm from each
groupof intellectual property rights: design patents, utility patents, and trads.dpple has also
argued that the combined harm from the patents and trade dress combined joshfigscon.
However, Apple has identified no law supporting its position that an injunction could issue on
finding of harm caused by Samsung in the aggregate. Rather, injunctions are ediftwpsiatute
for specificacts of infringement and dilution. Moreover, the jury found that different products
infringed or diluted different patents or trade dress rights. Thus, even ifsthsseich a combined
effect, it would not apply to all of the products Apple seeks to enjoin. Yet Apple has made no
attempt to identify which products it believes would benefit from a hypotheticat gajgrharm
theory. Instead, consistent with the practice of this and other courts, includifgpralCircuit,
the Court will consider whether Apple has established a causal nexus for eagiatdnts and
trade dresses individually.

First, Apple argues that Samsung'’s infringement of Apple’s design patents caused
irreparable harm because Apple’s designs drive demand for the infringing srotiat at 7;
Reply at 2. At the preliminary injunction stage, this Court found that Apple had not éwtdldis
causal nexus between the D’'677 and D’087 patents and the harms Apple had experienced.

However, Apple now provides evidence, much of which was not presented at the preliminary

* The Court takes no position on whether or not Samsung’s dasignés infringany of Apple’s
patents.
7
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injunction stage, that customers choose smartphones based on appearance anSesbsugnat
7-8. Thus, the Court’s finding that Apple had not established a causal nexus at that tim& doe
determine the result here.

However, Apple’s evidence does not establish that any of Apple’s three desigs patent
covers garticularfeature thaactuallydrivesconsumedemand. Apple has presented significant
evidence that design, as a general matter, is important in consumer besEeX185.11
(Samsung study finding exteridesignto be an important factor in phookoice); Bartlett Decl.
Exh. 4 at 395 (third-party surveyadtifying “design/style” as important factor). At the same timg
Samsung has come forward with a fair amount of countervailing evidence, sugdgestidesign
is considerably less important than Apple clairBgeDX 592.023 (results of Apple internal
suvey revealing “design/color” as the reason for choice in a very small pereafitegses);

Pierce Decl. Exh. fresults of Apple survey ranking design eighth on a list of important feature
and attributes for iPhone buyers); DX572.26 (Apple’'s assessment of featuresimhjmor
smartphone buyers, not including design). Thus, the evidence remains mixed concerning the
weight smartphone buyers place on the design of the phone.

But even if designvasclearly a driving factor, it would not establish the required nexus.
Thedesign of the phones includes elements of all three design patemts|l asa whole host of
unprotectable, unpatented features. Apple makes no attempt to prove that any miice speci
element of the iPhone’s design, let alone one @u/by one of Apple’s design patents, actually
drives consumedlemand. The Federal Circuit made cleahpple Ilthat customer demand for a
generalfeature of the type covered by a patent was not sufficient; Apple must insteathsit
consumers buy the infringing product specifically because it is equippedhepatentedeature.
695 F.3d at 1376.

Instead, Apple argues that its patents “cover the iPhone’s most prominent dasigntgfe
Reply at 3, and therefore, if design drives demand, so datbatp. Even if the Court accepted as
true Apple’s contention that the patents cover the most central design featuresdinabul
establish that any specific patentegkignis an important driver of consumer demand. The only

evidence Apple provides #t any particuladesignsare important to consumers take the form of g
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few quotations from Samsung’s consumer sunaykone quotation from industry review praising
various elements of both Apple’s and Samsung’s phone destsgeReply at 3. These quotations
are insufficient for two reasons. First, though more specific than the b&design” allegations,
they are still not specific enough to clearly identify actual patesgs@ns. Instead, they refer to
suchisolatedcharacteristics aglossiness, reinforced glass, black color, metal edges, and reflec
screen.ld. Apple does not hawepatent on, for example, glossiness, or on black color. Though
the patented designs incorporate some of these feadas&3rder Regarding Design at Claim
Construction, ECF No. 1425, at 9, the patent is for the entire design — not for any isolated
characteristic.Each of the consumer quotations on which Apple reéiésrsonly to a single
characteristic None of the consumer quotations consdeore than one characteristic or
discusseshe way the characteristics are combined into a complete, patentable dgsoda.
cannot establish a causal nexus by showing an individual consumer’s demand foesgoss for
black color, as thesgualities are not themselves patentabBecondevenif these quotations did
specifically referencéhe precisalesignscovered by Apple’s patentheydo not begin to prove
that those particular features drive consumer demand in any more than an amenda@ale
consumer mentioning a feature in a survey says very little about what dyngswer demand
generally, and one journalist’s description of features proves nothing beyomtikimtual’s
preferences Thus, while Apple has presented evidemes tiesign, as a general matter, is
important to consumers more broadly, Apple simply has not established a sufaicisal mexus
between infringement of its design patents and irreparable harm.

Apple has also attempted to make a showing, which it feoledake at the preliminary
injunction stage, that Samsung’s infringement of Apple’s utility patents dagae’s harm.This
Court previously found that Apple had not established that the 381 patent was “neces$ery fo
product to function, or a core technology of the product.” ECF No. 452 at 64. Appkteowpts
to prove that Samsung’s infringement of Appletsity patents causedpple harmwith three
types of evidence: (1) documents and testimony showing the importance of aasasoh factor
in phone choice; (2) evidence that Samsung deliberately copied the patentex; faatli(3) a

conjoint survey performed by Apple’s expert, Dr. Hauser. Mot; Rely at 46.
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Apple’s evidence of the importance of ease of use suffers from the same @rthidem
Court identified withApple’s design patent nexus evidence. First, the showing is simply too
general. Many factors go into making a product easy to use, but the features foApie is
asserting patent protection are very specificconsumer may want a phone that is easy to use, |
this does not establish that a-tagzoom feature, for example, or any given type of gestsiie,
driver of consumer demand. Thus, Apple’s evidence of a survey showing the importarsze of ¢
of use as a general matter, PX 146.6, does not establish that infringement of any ‘sfpsperds
caused any harm that Apple has experiendadestablish the required nexus, Apple must make
showing specific to each patented featusee Apple |1695 F.3d at 1376. This, Apple has not
done.

Secondio the extent that Apple’s evidence of consumer preferdiscassesnore specific
easeof-userelatedfeatures, it is insufficient to establish anything other than a single consumer
experience. For instancApple has offered a report from a consulting firm hired by Samsung
identifying features thahpple customers like about their phones, including individual consumet
observations that you “can enlarge pictures and move them around” and use “[g]éstaré&wo
finger pinch and flick.” Mot. at 8, citing PX36. But these quotations do not identify ésatiia
level of specificity sufficient to determine whether they are actually cdveyé\pple’s patents.
Apple does not have a patent on enlarging pictures and moving them around, but rather on a
specific way of enlarging pictures. Nor does Apple have a patent getieeal concept of tavo-
finger pinch or flick. The Federal Circuit has been quite clear that demand driven by a feature
not esablish a causal nexus unless it is more specifically dbyethe apparatus claimed in the. .
. patent.” Apple I, 695 F.3d at 1376. Moreover, evidence of what Apple customers like about
their phones does not establish that any consumers bBagigug phones ecause of these same
features.Further, he language on which Apple relies consists of quotations that Samsung’s
consultant gathered from individual iPhone users; the quotations do not make any baager c
about the market and the factors that influence consumer choice generallg:s App} evidence
of the market more broadly is limited to the general category of “ease biumseh, as explained

above, is insufficient to establish a causal nexus ufsgele 1. Accordingly, @ with the @sign
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patents, the Court finds that Apple’s evidence that consumers value a gemgaiycat features
related to Apple’s utility patentsannot, under the Federal Circuit’s guidance, establish the
requisite causal nexus.

Next, Apple attempts to prove a causal nexus by pointing to evidence that Samsung
intentionally copied some of Apple’s patented features. At the preliminary iiganghase, this

Court considered evidence that Samsung employees believed that Samsunghedexledte-

back feature from th@81 patent to compete with Apple. This Court and the Federal Circuit found

that such evidence was not sufficient to establish the required causal Beedpple | 678 F.3d

at 1327-28. Evidence of copying, like the evidencB8ahsung employeebeliefsthatthis Court
previously considered, also proves what Samskiogghtwould attract purchasers, not what
actuallyattractedpurchasers Here, @ at the preliminary injunction phase, Samsung’s impressio
of what might lure customera/hile relevantare not dispositive. Accordingly, thoughidence
that Samsung attempgtéo copy certain Apple featuresay offer some limited support for Apple’s
theory, it does not establish that those feataotsallydrove consumer demand.

Finally, Apple hagresented evidence from a chelz@sed conjoint survey conducted by
Apple’s expert Dr. John Hauser. The survey purports to establish the pricestsan§a
consumers would pay for particular patented features, including the '915 patentaldiad thee
utility patents togetherSeePX30. Samsung disputes the validity of the study based on
methodology. Opp'n at 13.

Even if the survey is taken at face value, it does not establish a causal nexus under thg
standard articulated by the Federal Cirauiépple 1. The parties have submitted competing

declarations concerning the applicability of Dr. Hauser’s study to the questianctSeewind.

Decl. in support of Samsung’s opposition; Sukumar Decl. in support of Samsung’s opposition;

Hauser Decl. in support of Apple’s reply. The Court agrees with Samsurayithanbce of “the
price premium over the base price Samsung consumers are willing to paygatehtd

features,” PX30is not the same as evidence that consumers will buy a Samsung phone instea
an Apple phonéecause it contains that featu@eeSukumar Decl. at 4 (distinguishing betweer

willingness to pay for a feature and consumer demanddomgpleteproduct). Apple’s only
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response to this argument is to gamDr. Hauser’'sassertiorthatdemand for @roductis often
defined as consumers’ willingness to pay for that product, and thus the conceptmghest to
pay and demand are interchangealtfauser Reply Declt§ 8. However,the survey does not
measuravillingness to payor products it measures willingness to p&y featureswithin a
particular product amongst consumers who have alreadhased the particulproduct — irthis
case, a Samsung phonk does not address the relationship between demand for a feature ang
demand for a complex product incorporating that feaantemany other feature3o establish a
causal nexusApple would need to shownot just thathere is demand fdhe patentefeaturesbut
thatthe patented features are important drivers of consumer demand for the infprayingts.
Apple’s survey evidence does not establish that any patented feature drivese&odemand for
the entire product.

In sum, to establish irreparable tmarApple must show that “thefamging feature drives
consumer dmandfor the accused product&pple 1, 695 F.3d at 1375. Apple did not establish af
the preliminary injunction stage that tf381 patent was central enough to Samsung’s products t
drive sales, and has not establisttet fact here either. Nor has Applstablished that either the
'915 or the "163 patents actually drive sales of any Samsung products. Neit@ests about
broad categories, nor evidence of copying, nor the conjoint survey provides suifisteoly
evidence of causationVithout a causal nexus, this Court cannot conclude that the irreparable
harm supports entry of an injunctioBeeApple 1, 695 F.3d at 1377.

Trade Dres®ilution

Apple argues that once trade dress dilution has been established, no additional showif
harm need benadefor the Court to issue an injunctidéor the sixSamsungproducts the jry found
to dilute Apples trade dress. Apple argues thregt dilution itselt the lessening of the capacity of
the trade dress to identify Apple’s brangtheharm as Congress acknowledged in drafting the
dilution statute’> The Fedeal Trademak Dilution Act (FTDA)® provides, in relevant part, tha

trademark owner who establishes dilution:

® This argument is distinct from Apple’s argument at the preliminary injunction, stdnieh this

Court rejected, that the erosion of design distinctiveness could constituteabdegaarm suéred

in connection with design patent infringement. There, Apple had no authority for itsesmignat
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shall be entitled to an injunction against another person who, at any time after the
owner's mark has become famous, commences use of a mark or trada name i
commerce that is likely to cause dilution by blurring or dilution by tarnishment of
the famous mark, regardless of the presence or absence of actual or likelyoapnfus
of competition or of actual economic injury.

15 U.S.C. 8§ 1125(c)(1). Apple arguthat the choice of the word “shall,” along with the fact that
the injunction shall issue “regardless of the presence or absence of . . . actuaieogoorh
demonstrates Congress’s intention that injunctions issue where dilution is found, witindaéa
showing of harm.

Samsung argues that Apple must still show irreparable harm that would ocomsiirg@a
continued to use the diluting designs, and that Apple cannot possibly make this showing beca
Apple no longer makes or sells the phones that embody the protected trade dresggsortiofs
its argument that Apple must make a specific showing of harm, Samsung pdamtguage in the
FTDA that a dilution injunction issue “subject to the principles of equity,” 15 U.S.C. § 1125(c)
and to three out-adlistrict cases applying the foaBayfactors to trademarkfringementases.

But the trademark infringement statute, unlike the dilution statute, does nondbwetanandatory

“shall” language, and ga nothing about an injunction issuing without a showing of harm. 15

U.S.C. 8 1116(a). Thus, cases applying the trademark infringement statute do not bear on the

proper analysis of the dilution statute.

Though the Court is aware of no cases specifically discussing the irreparable har
requirement in the trade dress dilution context, the Court agrees with Appleetietguage of the
FTDA makes clear that Congress contemplated the issuaacemgfinction upon a showing of
dilution, without an additional showing ofeparable harm. The fact that the statute specifically
states that no economic harm is necessary defeats Samdaing’shat Apple must make some
additional showing of harm, beyond the harm of the dilution itself, in order to be entitled to an
injunction. Since the statute contemplates both that an injunction issue “subject todhmgsriof

equity” and that an injunction issue without a showing of economic harm, the Court cannot

the erosion of distinctiveness was a cognizable harm for a patentee. BbedtEBA explicitly
addresses the requirements for an injunction, Apple’s present argument isferéatliand
draws on different authority and reasoning.
® The FTDAapplies to trade dress as wasl trademarkSeeTwo Pesos, Inc. v. Taco Cabana,
Inc.,505 U.S. 763 (1992).
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conclude that, even afteBay equity requires an additional showing of harm for an injunction tg
issue. eBaywas not interpreting the FTDA, it dealt with the Patent Act, which saysthats
“may” grant injunctions, and says nothing to authorize relief in the absencenaimeic harm. 35
U.S.C. 8§ 283. Thugven ifeBays message to consider the principles of equity in granting
injunctions may apply beyond tiRatent Actit does nobverride the specific language of the
FTDA authorizing injunctions even without a showing of economic hdnstead, Courts have
treated dilution itself as the harrfsee, e.gMoseley v. V Secret Catalogue, |37 U.S. 418, 433
(2003)(the fact thatactual dilution must be proved “does not mean that the consequences of
dilution, such as an actual loss of sales or profits, must also be gjoved.

Further, other parts of tH€TDA also appear to envisi@ninjunction as the fmary
remedy upon a finding of dilution. In particular, the statutory factors forrdetigrg whether a
mark is famous inclde “the degree of recognition of the mark in the trading areas and channel
trade used by the marksivner and the pers@gainst whom the injunction is soughi5 U.S.C.

8 1125(emphasis added)This language confirms that Congress envisioned a dilution action,
unlike a patent or trademark infringement action, to be an action for an injunction, gwch tha
finding of dilution would normally result in an injunction.

Here the jury found that Apple’s registered iPhone and unregistered iPhone 3G trade
dresses were diluted by several Samsundymts. Accordingly, Apple has showre necessary
harm. The fact that Apple no longer sells products @lyibg these particular trade dresses may
as Samsung points out, make it difficult for Apple to show continuing economic harm, but as 3
harm is not necessary for an injunction to issue, Apple’s discontinuation of those produats is ¢
moment. The only case that either of the parties or the Court has found discussioiy foit i
product no longer on the market found that haauld continue even though the Plaintiff had
ceased to make or sell products using the protected de3ggirerrari S.p.A. Esercizio Fabbriche
Automobili e Corse v. McBurni®&lo. 86-1812, 1989 U.S. Dist. LEXIS 13442 (S.D. Cal. May 26,
1989) (issuing an injunction on a finding of dilution of dress, though the car embodying that tr
dress had been discontinued). Thus, Apptessation of use of these trade dresses does not

prevent the Court from considering injunctive relief.
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Regardingcausal nexufor the trade dress clairthe jury found not just that Apple’s trade
dresses had been diluted, that it was the Samsung erdg that diluted Apple’s trade dresSee
Amended Jury Verdict, ECF No. 1931, at 11-Thisfinding satisfies the requirement that the
defendant’s conduct cause the harm. Accordingly, Apple has established irreparabieith
regard to its trade dress dilution claims.

However,Samsung has representadd Apple has not disputed, timane of the Samsung
products found to dilute trade dress are still on the market in any fageOpp’n at 13-14; Decl.
of Heechan Choi at 112: Decl. of Corey Kerstetter at f13. The Court is aware of no cases
discussing the propriety of an injunction under the FTDA where there is no allegation of
continuing dilution. The cases in which the Ninth Circuit has upheld the issuance of ananjung
for trademarldilution under federal law have involved ongodfifyiting conduct. See, e.g.,
Perfumebay.com Inc. v. eBay, In806 F.3d 1165, 1177 (9th Cir. 2007). The parties have cited
and the Court is aware of, no case issuing a permanent injunction under the FTDA for phadlug
are no longer availahle

Further, the Ninth Circuit frequently identifies the appropriate test aheh®l) its mark
is famous; (2) the defendant is making commercial use of the mark in commetbe; (3)
defendant's use began after the plaintiff's mark became famausry Dennison Corp. v.
Sumpton189 F.3d 868, 874 (9th Cir. 1999), and whether there s & showing of actual
dilution, Moseley v. v. Secret Catalogue, |37 U.S. 418, 433-34 (2003ge alsaNissan
Motor Co. v. Nissan Computer Cor878 F.3d 1002, 1010 (9th Cir. 200Berfumebay.conb06
F.3d at 1180. This statement that an injunction is appropriate when the defesdaaitihg
commercial useconfirms the Ninth Circuis interpretation that the injunction remedy is intended
to allow courts to put a stop to ongoing diluting behavior. Here, there is no ongoing diluting
behavior to enjoin, and Apple cannot credibly claim to suffer any significant hardshg in t
absence of a trade dress injunction.

The parties have cited, and the Court is aware of, no cases applyeRBpiffactors to
trade dress or trademadlution injunctions. However, Apple appears to believe that, though th

is no harm requirement for a trade dress injunction, the otheraBegdactors— inadequacy of
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money damages, balance of the hardships, and public intes@dsbear on the appropriateness of
an injunction in this contextSeeReply at 6. e law is clear that trade dredikition injunctions
issue“subject to the principles of equity.” 15 U.S.C. 8§ B{&(1). Moreover, the Supreme Cowt’
ruling in eBayheld that patent cases are subject to the samg#&vtimjunction analysis as other

civil cases. This ruling would indicate that the same four-part analysis wapligta other

intelledual property cases, such as those involving trade dress dilution. Accordingly, the Cout

will consider each of théhree remaining@Bayfactors in turn.

B. Inadequacy of M oney Damages

Apple has argued that money cannot compensate Aqpllee harm it has suffed and
will continue to suffer. Mot. at 9-10Specifically, Apple argues that its lost downstream sales
cannot be calculated to a reasonable certainty, and thus cannot be compensate@dmetarg m
award. “Difficulty in estimating monetary damages is evidence that remedies at law are
inadequate.”Broadcom Corp. v. Qualcomm In&43 F.3d 683, 703-04 (Fed. Cir. 2008).

As noted above, the Court agrees that Apple has likely suffered, and will continue 1to s
the loss of some downstream salebe Federal Circuit has confirmed that “the loss of customer
and the loss of future downstream purchases are difficult to quantify, [andtresderations
support a finding that monetary damages would be insufficient to compensate Afmbde’|
678 F.3d at 1337.

Samsung argues that the fact that Apple sougintd was awardedsignificant damages
demonstrates that damages can indeed compensate Apple. However, Appeghdawlitiple
forms of harm. The fact that the jury was able to put a number on the harm Apple hasl suffer
terms of sales alreadigst directly to Samsung does not necessarily mean that those damages
captured the full extent of Apple’s harm. Indeed, if this were the case, no Coutiteveulaward

both damages and an injunction for the same infringement, but Courts do so ro8ewle.g.

i4i Limited Partnership v. Microsoft Corps98 F.3d 831 (Fed. Cir. 2010). Thus, Apple’s eviden¢

of lost downstream sales does provide some evidence that Apple may not be fully ebetpleyns

the damages award.
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However, Apple’s licensing activity suggests that Apple does not believdésat patents
are priceless, such that there can be no fair pridersBamsung’practice ofthe claimed
inventions or designs. Both parties discuss the evidence of Apple’s previous licehsées for
these and other patent&pple claims that it “would not willingly license the infringed patents an
designs for use in iPhone knockoffs,” Mot. At 10. Apple attempts to draw a distinctiorebetwe
the current injunction request atiee license$o which Apple has agreed in the past. But Apple’s
past licensing behavior does not demonstrate that it treats either these ppgeifts, or Samsung
as a licensing partner, as somehow off limBgecifically, Apple offered Samsung a license to
some of Apple’s patentsSeeDX 586 (Apple presentation describing license offer to Samsung).
Apple hasalsolicensed the precise utility patents at issue hiaragreements with Nokia ('381
patent),IBM ('915 patent; '163 patent), and HTC (381 patent; ‘915 patent; '163 patsab.
Pierce Decl Ex. 12-1, 12-2; Beecher Decl., ECF No. 2194, at Exh. 1. Further, when asked if
Apple ever licenses its “unique user experience Mpgle’s top licensing escutive, Boris Teksler
said, “Certainly over time we haveTr. at 1955:23-1956:1, 1957:5. The fact that Apple is now
expressing an unwillingness license these properties does not change the fact that Apple has
the past, felt that money was a fair trade for the right to practice its patedtthat Apple has in
the past been willing to extend license offers to Samsung.

Moreover, #hough trade dress is not generally a form of intellectual property that is
licensedto competitorsMr. Tekslerdid testify thathe “unique user experience’ ifhat Apple has
previously licensethcludes trade dresalong withdesign patents, and some utility paterits at
1956:9-12. Thughere is some evidence thgtple has not always insisted on exclusive use of it
trade dressbut rather has found money to be an acceptable form of compensation.

In sum, the license evidence cuts in Samsung’s favor. Apple does notsestaih
exclusive use of its invention,” as did the plaintifi4n 598 F.3d at 862. Rather, Apple does
appear willing, at times, to use its patents, including several of the patentsedigss and even
its trade dressas tools in forging relationships and generating incofether, Apple has agreed

to licenses with companies with whom it competes, including Samsung. ThougtBayénis
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fact alonecould not justify an injunctiorsee eBay547 U.S. at 393 certainly weighs in
Samsung’s favor.

Finally, courts have considered the defendant’s ability to pay in consideeragiequacy
of damagesSee, e.gRobert Bosch659 F.3dat1155. Here, there is no suggestion that Samsur
will have any difficulty mying the damages it owes. This fact serves to further reinforce the fa
that Apple will be substantially compensated for its injuries without an injunction.

In sum, the difficulty in calculating the cost of lost downstream sales doesssulyat
money damages may not provide a full compensation for every element of Appelsubs
Apple’s licensing activitynakes clear that these patents and trade dresses are not pceless
there is no suggestion that Samsung will be unable to pay the monetary judgmenitagains
Accordingly, the Court finds that this factor favors Samsung.

C. Balance of Hardships

This factor‘assesssthe relative effect of granting or denying an injunction on the parties

i4i, 598 F.3d 831, 862. Here, neither party woulgtsatlyharmedby either outcomeApple has
not identified any hardship it would face in the absence of an injunction. Apple’srgaiment
that the balance of hardships weighs in its favor seems to be its claim thah§ameuaduct was
willful. ” SeeMot. at 10-11. An injunction, however, may not be usga punishmentSeeHynix
Semiconductor Inc. v. Rambus @09 F. Supp. 2d 951, 969 (N.D. Cal. 2009) (“[A]n injunction
may deter future harm, but it may not punish.”). A finding of willfulness would not chthege
effect the injunction will have on Apple. Apple’s argument that willfulness tipbakence of
hardships in Apple’s favor thus appears to depend on an impermissibleamsgjofnction as
punishment. Apple has not identified any other hardship.

If an injunction were granted, Samsung would not be able to sell any of the sienty-
products found to infringe Applg’patents But as Samsunigas made clear in its briefinigno

longer sell23 of these products in any form, Opp’n at 13-14, and has already begun to impler

" Apple’s briefs argue that the balanceegflitiestips in its favor— not the balance of hardships.
Though historically the factor has been denominated using both terms, recent SupuenaadC
Federal Circuit cases have consistently referred to the balaheedships SeeeBay, 547 U.S. at
391;i4i, 598 F.3d at 86 Robert Bosch659 F.3d at 1156;
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designarounds for the three products it does still mhkd. What is more, Samsung hestirely
stopped sdéihg thesix trade dressliluting products. Having made this argumenthi@hopes of
establishing that Apple cannot be harmed, Samsung cannot now turn around and claim that
Samsung will be irdened by an injunction that prevents sale of these same products.
Samsung hasirtherargued that an injunction would “disrupt][] its relationships with
carriers who may be selling pexisting stock and with consumers who may still be using the
accusegroducts. Id. at 18. But Samsung has not explaihed an injunction would caugbe
assertedlisruptions, or what hardship they would actually present for Samsung, as opposed t(
hardship for the carriers and consumedfarther, carriers whootd the infringing products have
assumed the risk of this type of disruption. Courts have found that “one who elects to build a
business on a product found to infringe cannot be heard to complain if an injunction against &
continuing infringement destroys the business so electeelébrands Direct Response Corp. v.
Ocation Commas, Inc, 802 F. Supp. 1169, 1179 (D.N.J. 1992). Harm to consumers is more
appropriately considered under the fourth factor, addressed bA®weither party will suffer any
particulaly great hardshijpasedon either outcome, the Court finds that this factor is neutral.

D. PublicInterest

Courts have recognized that “the touchstone of the public interest factor is mdrethe
injunction, both in scope and effect, strikes a workable balanceéetprotecting the patentee’s
rights and protecting the public from the injunction’s adverse effeets.’598 F.3d at 863.
Courts consider “the harm that an injunction might cause to consumers who can no longer bu
preferred products because their sal@ge been enjoined, and the cost to the judiciary as well a

the parties of administering an injunctiborMotorola, 2012 WL 2376664 at *20.

® The Federal Circuit’s recent decisionfdwards Lifesciences v. Corevaf®9 F.3d 1305 (Fed.
Cir. 2012), does not reler this fact any less relevanthe court iredwardsdid reverse the denial
of an injunction that had been granted in part in reliance on the defendant’s statetewatha
going to stop manufacturing in the United States, depriving the injunction of it&cplattect,
and thus largely stripping the balance of hardships and public interest factors of thezir Sty
Op. at 18-19. The Federal Circuit reversed the denial, noting that the defendant had rtot, in f
ceased manufacture in the United States, making that basis for denying amoinjerrcneous.
Id. at 19. It did not suggest that district courts should not consider the practical effack, or |
thereof, of an injunction.
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Here, the injunction Apple has sought is extremely broad, and would prevent the sale
specific productsas well as othgpotentialfuture productsncorporating the protected features.
Relief of this breadth is significantly less likely to be in the public interest thanyanarrowly
tailored injunction.See i4j 598 F.3d at 863 (finding that a very narrow injunction has less of an
impact on the public than would a broad injunction).

Apple has articulated just one argument that an injunction would be in the public intere
the public’s interest in preserving the rights of patentholders. Mot. At 11. As thisfQanuuitat
the preliminary injunction stag&he public interest does favor the enforcement of patent rights t
promote the “encouragement of invasht-based risk.”"See Sanofi-Synthelabo v. Apotex,,|4Z0
F.3d 1368, 1383 (Fed. Cir. 1985).

On the other hand, Samsung has identified some potential consequeheazqbiested
injunction that would not be in the public interest. Specifically, Samsung has argued th
injunction would be disruptive to suppliers, retailers, carriers, and customers. Opp:nEie
FederaCircuit has agreed that disruption to carriers and other third parties canageigist an
injunction. SeeBroadcom Corp. v. Qualcaminc, 543 F.3d 683, 704 (Fed. Cir. 2008). Howeve
if Samsung is to be believed that it is no longer manufacturing or selling aimgimnd phones,
then this disruption will be limited to existing stock, and would surely be briefrther, third-
party retailers should not be protected from the disruption when they have beertibgiefih
Samsung’s infringement. As explained above,r@olbave recognized that “one who elects to
build a business on a product found to infringe cannot be heard to complain if an injunction ag
a continuing infringement destroys the business so electedebrands802 F. Supp. at 1179.

Samsung has also argued that an injunction would cause great harm to the publecibec

pf 2€

St:

O

jain:

AUS

would reduce competition in the phone market, leaving customers beholden to Apple, who cannor

meet the demand for phess Samsung wverstateshe danger.Consumers will have substantial
choice of products, even if an injunction were to issue. Apple and Samsung, despite being di

competitors, are not the only suppliers of mobile phones in the market, nor are Samsung’

% At the December 6, 2012 hearing, Samsung represented that there were apprpimacsl

infringing units currently with retailers that could be subject tol&gpequested injunction.
20
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infringing phones the only phones Samsung offers. Even if Samsung were ablblishetbtat
Apple will not be able to supply as many iPhones as the market would like todmalythe news
reports of such rumors Samsung cisesopp’n at 19are clearlyinsufficient to establish any such
thing — it does not follow that an injunction removihgeteof Samsung’s products from the rket
would leave customers with no other smartphone options.

However, the injunction would make certain phones unavailable to consumers. It wou
not be equitable to deprive consumers amSungs infringingphones when, as explained above,
only limited features of th@hones have been found to infringe any of Apletellectual
property. Though the phones dantaininfringing features, thegontain a far greatarumber of
non-infringing features to which consumers would no longer have access if this €oaitbissue
an injunction. The public interest does not support removing phones from the market when tf
infringing componentsanstitutesuchlimited partsof complex, multifeaturedproducts.

In addition, &msury argues that an injunction would create an administrative burden or]
the Court, as it would require the Court’s continuing supervision to enforce. This igiuesly
though onts own it does not carry significant weight.

Finally, regarding trade dress, the Court finds that, in the absence chwameatthorzing a
trade dress dilution injunction whe there are noldting products still on the market, an
injunction cannot be in the public interest. The potential for fudigreption to consumers would
besignificantly greater if this Court were to issue an injunctaord such disruption cannot be
justified in the absence of clear authority.

In sum, while the public interest does favor the protection of patent rights, it would not
in the public interest to deprive consumers of phones that infiimgied non-core featuresor to

risk disruption to consumers without clear legal authority.

E. Summary

d

e

Weighing all of the factors, the Court concludes that the principles of equity do nottsuppor

the issuance of an injunction herférst and most importantyApple has not been able to link the
harms it has suffered to Samsung’s infringement of any of Apple’s siy atild degin patents

that the jury found infringed by Samsung products in this case. The fact that Appleawe lost
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customers and downstream sales to Samsung is not enough to justify an injunction. Apple m
have lost these salbgcauseésamsung infringed Apple’s patents. Apple has simply not been ah
to make this showingThough this is a case where the “plaintiff practiceswemntion andd a
direct market competitor Edwards Lifescience$99 F.3d at 1315t is not a case where the
patented inventiong@central to the infringing product. Without the required causal nexus, the
parties’ status as direct competitors simplgslaot justify an injunction.

Further, the Court has found that neitherittadequacy of money damages nor the public
interest favor&n injunction hergfor either patent infringement or trade dress diluti®egarding
trade dresslilution specifically, as explained above, the case for an injunction is especially weg
because there are dduting products still availableesvenwithout an injunction.

Finally, this Court has previously noted the relevance to the present situaiiostioé

Kennedys observationn eBay

“When the patented invention is but a small component of the product the
companies seek to produce and the threat of an injunction is employed simply for
undue leverage in negotiations, legal damages may well be sufficient pecsate

for the infringemenand an injunction may not serve the public interest.”

547 U.S. at 396-97. The phones at issue in this case contain a broad range of febtaasnalh
fraction of which are covered by Apple’s patents. Though Apple does have some interest
retaining certain features as exclusive to Apple, it does not follow thag endiducts must be
forever banned from the market because they incorporate, among their ragtiaega few
narrowprotectedunctions. Especially given the lack of causal nexus, the fact that none of the
patented features is core to the functionality of the accused productsanakjesction

particularly inappropriate here.

This case is simply not comparabla4oor to Edwards the Federal Circuit's mosécent
case discussingermanent injunctions in the patent contdrti4i, the plaintiff was a very small
company whose business depended on its patented product, and the defendant was a large
of whose business, the infringing product was but a small part. Thus, the defemdangsg
product‘significantly change[d] the relevant market. . . forcing i4i to change itis&ss strategy.”
598 F.3d at 862. Without an injunction, there was simply no way for the plaintiff to continue tq
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compete.Here, Samsung may have @otio Apple’s customer base somewhat, but there is no
suggestion that Samsung willpe outApple’s customer base, or force Apple out of the business
of making smartphoneslhe present case involves lost sale®t a lost abily to be a viable
market participantEdwardsinvolved a patent that was much more central to the infringing
product than the patents at issue here; there was no doubt that the patented technotazpsim ths
was a central force driving sales of theimfing product. 699 F.3d at 130@escribing a
prosthetic heart valve implanted by use of a collapsible stent, and a patentfecekeary
collapsible stent)If the patents at issue here were similarly essential to the core of Samsung’s
products, th&€€ourt mightsee thingslifferently.

In sum, to the limited extent that Apple has been able to showarthafits harms were
caused by Samsung's illegal cond(intthis case, only trade dress dilution), Apple has not
establishedhatthe equities support an injunction. Accordingly, Apple’s motion for a permaner
injunction is DENIED.
IT1SSO ORDERED.
Dated: Decembet7, 2012
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