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Article 7 Absolute grounds for refusal

1. The following shall not be registered:

(b) trade marks which are devoid of any distinctive character;

(c) trade marks which consist exclusively of signs or indications which may serve, in trade,
to designate the kind, quality, quantity, intended purpose, value, geographical origin or
time of production of the goods or of rendering of the services, or other characteristics
of the goods or services;

(d) trade marks which consist exclusively of signs or indication which have become
customary in the current language or in the bona fide and established practices of the
trade;

3. Paragraph 1. (b), (c) and (d) shall not apply if the trade marks has distinctive in relation
to the goods or services for which registration is requested in consequence of the use
which has been made of it.

36) 9B ohet Zh

§1052 Trademarks registrable on principal register; concurrent registration

No trademark by which the goods of the applicant may be distinguished from the goods of

others shall be refused registration on the principal register on account of its nature unless it

(e) Consists of a mark which (1) when used on or in connection with the goods of the

applicant is merely descriptive or deceptively misdescriptive of them, (2) when used on or
in connection with the goods of the applicant is primarily geographically descriptive of
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them, except as indications of regional origin may be registrable under section 4 of this
title, (3) when used on or in connection with the goods of the applicant is primarily
geographically deceptively misdescriptive of them, (4) is primarily merely a surname, or
(5) comprises any matter that, as a whole, is functional.
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Abstract

A Study on Article 33(1) (4) of Trademark Law

Seon—-Mi, Song

The distinctiveness of a trademark is an intrinsic element of the
trademark. A trademark without distinctiveness can not be registered as a
trademark under the trademark law because it can not distinguish its own
products from others. 'famous geographical name' is specified in Article
33(1)(4) of the Trademark Law. If the geographical name is widely
known, trademark registration is impossible. The purpose of this
regulation is to bar the monopoly rights of a certain person because
competitors also want to use the ‘famous geographical name’. For this
reason a famous geographical name is not allowed to be registered.
‘Famous geographical name’ provision is applied only when the
geographical name is famous, without regard to their relationship to the
designated goods. In the trademark law, in addition to this provision,
there are ‘geographical indication’ and a ‘origin of goods’ in relation to
the geographical name. 'Geographical indication' means the geographical
name to be used when the specific quality of the designated goods
originates in that area, which can only be registered as a collective mark.
If a geographical name indicating the origin of a goods is used in the
goods, it can not be registered the trademark corresponding to the
descriptive mark in Article 33 (1) (3) of the Trademark Law. In recent

years, the Supreme Court has judged whether North Korea's ‘Sariwon’ is
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a famous geographical name. Although Patent Court did not consider it
to be a ‘famous geographical name’, the Supreme Court ruled that the
registration of the trademark was invalid because it was a famous
geographical name. In my opinion there is a need to discuss whether the
Supreme Court's judgment is valid, but more importantly, it should be
controversial that there is room for controversy in each case of judging
whether the provision is applicable. Rather, the fundamental and more
important subject of discussion is whether it is necessary to bar to register
‘famous geographical name' as trademark. If the purpose of this provision
is to protect the geographical name and to exclude the exclusive rights to
a specific person, the provisions of the ‘geographical indication’ and the

‘origin of goods’ are sufficient.

Key words : Famous geographic mark, distinctiveness, Article 33(1) (4) of
Trademark Law, Geographical Indications, Sariwon
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32) 17 US. Code § 506 — Criminal offenses.

(a) Criminal Infringement.—

(1) In general— Any person who willfully infringes a copyright shall be punished as
provided under section 2319 of title 18, if the infringement was committed—

(A) for purposes of commercial advantage or private financial gain;

(B) by the reproduction or distribution, including by electronic means, during any 180~
day period, of 1 or more copies or phonorecords of 1 or more copyrighted works,
which have a total retail value of more than $1,000; or

33) 18 U.S. Code § 2319 — Criminal infringement of a copyright.

(a) Any person who violates section 506 (a) (relating to criminal offenses) of title 17 shall be
punished as provided in subsections (b), (c), and (d) and such penalties shall be in
addition to any other provisions of title 17 or any other law.

(b) Any person who commits an offense under section 506 (a)(1)(A) of title 17—

(1) shall be imprisoned not more than 5 years, or fined in the amount set forth in this
title, or both, if the offense consists of the reproduction or distribution, including by
electronic means, during any 180-day period, of at least 10 copies or phonorecords, of
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1 or more copyrighted works, which have a total retail value of more than $2,500;

(2) shall be imprisoned not more than 10 years, or fined in the amount set forth in this
title, or both, if the offense is a felony and is a second or subsequent offense under
subsection (a); and

(3) shall be imprisoned not more than 1 year, or fined in the amount set forth in this title,
or both, in any other case.

(c) Any person who commits an offense under section 506 (a)(1)(B) of title 17—

(1) shall be imprisoned not more than 3 years, or fined in the amount set forth in this
title, or both, if the offense consists of the reproduction or distribution of 10 or more
copies or phonorecords of 1 or more copyrighted works, which have a total retail value
of $2,500 or more;

(2) shall be imprisoned not more than 6 years, or fined in the amount set forth in this
title, or both, if the offense is a felony and is a second or subsequent offense under
subsection (a); and

(3) shall be imprisoned not more than 1 year, or fined in the amount set forth in this title,
or both, if the offense consists of the reproduction or distribution of 1 or more copies
or phonorecords of 1 or more copyrighted works, which have a total retail value of
more than $1,000.
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S1E Aol 2 ANRE 7IE0R T AUX 59 EAZE DAY 4 ik =
E5|AAIE7|8] A5 2to] A (cross-licenses) AFS HAFE ZHALoE v
<% ZAF EA¥sl=T E} JAA7E ESiERA] A2 dAAIYS B AR}
oA FEE HAIL 5 =T siAY AT SSAARY xutETt &S
e &Pl 510 H]X}‘ﬁﬁ {79 eits FEE 4 = Aot olX
ol Al eHSHA| U AolA AA" HAIAT A
8745 olfE EAA7] & 7FsAdol A gl & 4 ok
Q

2= FRAND =719 sfiMa} ddeh 242 44

roi'

s50] o
Q= 97} ok MAR HHS AT 4 YRS FU 4F el e =
SARE0] ol HEe] AAES FTREAIS Teiste] FHHI MARE AT

2) SAA, ool 2, 2349 H3
33) Lemley, Mark A., and Carl Shapiro. "A simple approach to setting reasonable royalties for
standard-essential patents." Berkeley Tech. L] 28 (2013): 1147p Fal.
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JAREY] GAtel FHEoR YR|EHe sH9 o] SlofoRrt ¢aid)
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34) Qg ol 2T Ao® RHle] AARIIE Aelet T)Eol8Rte) AHE B ES] 9
3 URE olgoR U 2AH $o Ul 5& Ty thT oleEel Eiwic
et el ohiRlold Eelabgold SelaTael WSS Al SlAE & 2 ¥
oz w5 AYS A7 ¥ 68 ol Aol FYNE et OE g E oA
2 FIIE SR AL Aok ZUATN] WalE shgekn ok ohEY 2002964

320013171 B ﬂoﬁg A 2009.10.8 4131 20095]2333 T Zal.
35) MESYAHY 2012. 8. 24. A1 2011715139552
36) Apple, Inc. v. Motorola Mobility, Inc., 886 F.Supp.2d 1061 (W.D. Wis. Aug. 10, 2012). Crabb

D. A
TAR: 2 ARIIA ofZ3t mEee} 2t ] 338 918 At o] JYsgichn BAlskgch s
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o]—'-LJK}—-Cﬂ]H] FRAND &ofrs gistal FFES|HAN: ®E3H7]9M0] FRAND
M E NESHE EHY Aol A AAERE YRR she Al 3AHE

%’45} AP LA =N FAE AAIEAF FRAND Z=Zdof Fgieh oAl

EAHo R u|=9] Microsft AFAY} Innovatio AFAS o2 SojEd z+zh Al

A Soldeds e ol SelEs dAg I EAE aEsigien

R
WY BESSUA QI B7E Fo] wr} Be FoIg FRAND Z7lo
Halsh= AAERE A5 HA Microsoft AFZAo|A Fi9S MotorolaZ} A}
o Wye B0z MyshEA EZeh/]7ol [EEES ITUSH BIE ERAND
groro] 71eRES AMESH= Microsoftol] tisl] A| 3RS 9ISt AleFo] dH Tt
3L FAJSFHA Motorola®] FFES AAIR7F FRAND Eefol| Relsta{w AA|
80| o= HflolM EE 4 lexlol disiA AESIICH MY FRAND
sjore FRESAA] e M HAL KB IEERY ARlE Sk
298 BE2 o] o] TYH AAE 4T 29 WHl Georgia Pacific
247k EEEs9] WAl S4ol uel WAR "ast o Swd $8E

Microsoft 24E A|A|5}9ich 7K 2 Innovatio AFolA] Holderman T
A= olh] 5*?3‘1"5:3119} TR ARE GFXE AHio)7] wiZol Halixizt E5

R O SEE T Sl B8 el

Microsoft Corp. v. Motorola Inc., 854 F.Supp.2d (W.D.Wash. 2012)0J|4] Robart HAl= REZ
2} FRAND Sjete glol ufe} Basly| et 742 Sl Aoko] AslAn Al 341 et
Aeke| Microsoft7} sigdH Tt TAISFGITE T3t Realtek Semiconductor Corp. v. LSI Corp.
et al, No. C-12-03451-RMW & npek7kx]2 Whyte ] A= LSIZF FRAND ZR710] wh2 Aok
= Adsicke YFE vidola 2ddo] Aiate] sidErhs AMdol theol glas sk
o,

37) In re Innovatio IP Ventures, LLC Patent Litigation, Not Reported in F.Supp.2d (2013) *6 *7
*g 14k T2 H o2 Holderman TAF=  Microsoft AFA-E Ak 9Juke] A£0]917] wjio]
FRAND iofo] Rk AAREE UHT UG ER 1 4k Shie Baigon &
ARtolME Eafulitdls E7gR|olof Frke HollA] InnovatioZt BRskal Qe BESG]S A
NEE EH AR =35k AA g 7]‘3} ﬂ"ﬁ ZA|olA] Holderman THA}= Microsoft AF7Ax}

2] 802.11 ¢ojgto] BFES A5 AAIh= T7F Wifi Q1 Hof| £7151¢] Innovatio &
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7t. EZE5 9 E5YH (patent Hold-up)

E5ieigold AAslEte ARsIAY E5]d sIAHE F7I= st Esddo
ARl B{oh= APZEA] B g§REYJl0]l =2 AAE Alds 875k A
SRE38) AAEANE E5)7|eS TS ARlolA FEE Ao 2N Tie

o
=
& 7bRlo] ASohe AARE AlFelort Aolxle S5I91E0) FRelAE AA

_—

Axp} AAIsicre] X|eiEle] ApgzIZe] Rolxlt Sl Bolo] Ux| sl
AHTE Patel w2 TR YA P BES FANAT Uuixl Fo) S

SIETgo] Witk HollA o= J=o] HIFTS AMX|sh=AE g esn & vtz A 7lexE

ollA Innovatio £51¢] £QEE A4tet)
38) E5{9ol izt ol= o2 e EolA HEhtaL Q=T “patent hold-up™s 719 A
e w 7P B2 834 (impact factor)E ZEa Q= Mark A Lemley & Carl Shapiro,
Patent Holdup and Royalty Stacking, Texas Law Review(2007), [Vol. 85:1991 2007]%}o] L€t
A MEE 71802 E519ds AYst=S ik AR FFolM Foll Soldro] 53] 2H2
URE AAE wf o5 AXISHR] 23 el A AAER}E E6AFS] R&Dol| Fet FAME
71&Ql gERM ESAFY 7he/de =oblth REES|0 o] S5l disiMe vl
HEE(DON2 vl E5F(USPTO)7F A 33720l LASH vixge Z=x]o] tisl] o7&
FHE “APYE FRAND ool 118 e BEIEo]o] ot Rt digh gz Ay
of WEw FFEESIM] B “diFlZIgo] A £ QY BFEH ol T A A
= 7FsSHR] Z3ARE 2227 olF Aok AP AMig e Ediz ke FRRE APdelA of
o HiAsAL E5iAREol tieh 22 7HAS Qshs Aokt 2R skYith United
states department of justice and united states patent &trademark office, policy statement on
remedies for standards-essential patents subject to voluntary f/rand commitments, January 8,
2013, 4p .
Holxb} Sep1ast Betslel 4de RS Hae AeiE el Ssbt BEow Agugl
7L} FRAND gofe] 79} 2Aglo] SSlEke 5519188 & 4 Qlhe HolM Qussiet
BEESIS] ANR WRTHE A H3T 20} ke B AN BEOR Joge L.
Contrerast and Richard]. Gilbert, A unified framework for rand and other reasonable royalties,
berkeley technology lawjournal, [Vol. 30:2 2015], 1486-1487 Zil.
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T Boll EYol 7|ERE oM BA] dge #stal 9 oiA
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Al = A AAEARE e SR glo] ZleREs 7T 4 U
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She S19Y He WA BHES AR XFS 878 & AL Aol

L}, EEMX™SIQF APHX F24UHAl (Ex-ante Approach)

Microsoft ApZ1of|A] Robart “’]"‘]'— ARA HZA O] dste] AARE
Aol ol TR olFo] B B 7RIS ANE o] wdE 4 gl 7]
£ 1 AEPE 2= yiEol 7}7-(]11:_ & Z3MA|FHoF stk =543tk Robart
A ol Ze FEI/KE ERAFow AXHIE 73l ue daske
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40) ©|%}, FRAND 2fof ofitat S5{H(Hold-up)oll thiet 3 A1 71%, Sh=rHetd
"R2Elx) B A1295(2012. 4), 193~248T, 198H.

41) Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012) ORDER-39 "it is critical to
consider the contribution of the patented technology apart from the value of the patent as the
result of its incorporation into the standard, the latter of which would improperly reward the
SEP owner for the value of the standard itself.".

42) Daniel g. swanson william j. baumol, reasonable and nondiscriminatory(RAND) royalties,
standards selection, and control of market power, antitrust law journal(2005, vol. 73),
pp-10-11.
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F7HEOR a7 ¢ QA ok whef HFANE AEGAVE 53 HAAE A6
Lot AdAnlof 302k vlgs FARIHE BESSHIT 27 5 Q=
AAgE 718 13} 30lghs 7]eazEgo] teiiM F 49 MY oA 4
B AFL ATE 5 A = Zolth $A vlenzte] wet wagshs 3
g2 BEESUR m2n FAE Sol AR 71ER vt okl Hie
of SRV AR XFE FIIHOR 8PoRe AL H8E = glon] AN
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S v o2 Motorolal] E5lof| tfist AAF = A
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43) Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012) ORDER-21 %3l Z|FHHO 2 7}
AE o] FaE ook sk AlEE duskal Xl IR S5 He] 2ol 284 ol
ARAQ dele SR Ee 4 e B AR FEAR 0]$9)(Ex-post)¢] 55
71e 21k Aol fiks Aol ikl ArstHA Aol EXfsks Ex-anted] AJRolA A
ANE7}F A E|ojof g8 Ak it olof tigh £3.0 2= Methodologies For Calculating
FRAND Damages: Part 2, Hypothetical Negotiation and the Georgia-Pacific Factors Z}al.

44) J. Gregory Sidak, APPORTIONMENT, FRAND ROYALTIES, AND COMPARABLE LICENSES
AFTER ERICSSON V.D-LINK, UNIVERSITY OF ILLINOIS LAW REVIEW(Vol.2016), 1862.

45) J. Gregory Sidak, o] 2, 1863p Fal.
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s o sAsks 2ol AU 987] wiol of# SRl ‘hold-up value'ts
o sigElel Gels] AR 4ol whld & gl
o] oalel NasEs] XS FAAIIE 290 ol el Soio

[e]
P& EEe] 7lojg RIS MAE M%Oﬂ EWAoRA 429 ezu}. 5

(diversity design)g AA4FFOZ2H ES HE’HJg o] Exog MR U'}E‘Jr
Sh= SE7HAL Sz AHlE 4 gt e SRV #E55 dAR
W A NG 4 LRl theiAle EEY] o7t wasi

() ER9F0] et 52 © 7HRIE TAIA} B g

EEM WS 71 ARURS FAHC BEV1e MAIR Aole] BEH

(cooperation)= E3f 2SSkl 71 IEEE(R7|HAZ|&R3]) 22 4 7|
59, FERS 2, THERE, oiE] AR, EFE U Y A4 HAE &
Uz 71$EES Fojul) oleie Aol e MRURte RHlY] 71&o] BE

o,

F2

A E 5 =S Ut EEAS AR Jo ole SRR 2EA

AN FUTE =3 Bxpol| tisl o= Fr S 287t e

o SoldA GA BEAR HAMEE ZELR ol ‘:‘E‘*Jjﬁi 71&8 8o
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46) Microsoft Corp. v. Motorola, Inc., ORDER 39, Robart A= 3 11 AHA7} 28= 71X1E A
Mg Aol ZIAZIA =S W o2fgt F& 7FAIE hold-up valuestil EH3ISIC

47) J. Gregory Sidak, 99| Z, 1862p Zha

48) David J. Teece and Edward Sherry, Teece, David, and Edward F. Sherry. "Public Policy
Evaluation of RAND Decisions in Apple v. Motorola, Motorola v. Microsoft, in Re Innovatio,
and Ericsson v. D-Link." (2016). 10p %l

19)24%, AT Vi 0L g8 BEuel BE AR IRy |HwrtY,
Issue Paper 7 (2007): 2007. 81 Zkal.

SOAIE ol YT WAL A S 9IS sob) ol s AR olsier
£ RS AlolA 2 B7] <10 SHgat] o|2H Y53 SR A9lE sto R s1AS
ol AL 1700] WHIELl ez siREAl o o HEd BslEn BAR,
Trinko, 540 U.S. at 407 (2004) EriL
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51) ERICSSON, INC. v. D-.LINK SYSTEMS, INC. 773 F.3d 1201 (Fed. Cir. 2014), Commonwealth
Scientific and Indus. Research Organisation v...,809 F.3d 1295 (2015).

52) Commonwealth Scientific and Indus. Research Organisation v..., 809 F.3d 1295 (2015) *1305
ZhaL

53) David J. Teece. and Edward Sherry, &¢] 2, 10p

54) Mark A. Lemley & Carl Shapiro, &9] &, 2010p

55) Mark A. Lemley & Carl Shapiro, $re] &, 2011p. 71 AE AR} o] E5HA} o
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AAIE TPl SAEHA Fe) ARIAPE 714 EE] ofol aekA] R =

of A7 A7 FURlE Fabgo] WAE 4 ik olof weh Mae &
upgeto ZHe] AN APY Al iRk 71gEze] thehk Rgst 8 A
2 Fole Tefslel ol AL RHle] B 71&EES TEs] Y 3
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gelolsh AARE ANEOR AN 5 G YO ANRS AP
7]::}

Elt}. Microsoft AFZolA] Robart A= o]t EA|S
Lt. Microsoft AtZ10)A{Q] AA|E 2HH 2|

(1) AL

Microsoft AFA-& Microsoft’7} MotorolaZ} AJA|SH AA|§&0] FRAND &HF
of HRtEth= o] {2 AR AFE A7ISHAA AIEFE|GIT. Microsoft At
4 & ALY dhojof ulel vl glo] Aol oJsf XI8Y%]= Bench Trial
o] Fel= ZP= o Motorolad] HFEES|] tigh FRAND AAIS&9] ¥9]
WS o] BAIEIIhs
Robart ¥Al= FRAND AAg&S A9 FQ3sh ez Agid A2
MicrosoftZ7} FAIGH E51F AAIAIFOIlt}. EsiFoldt oY 7Y REESE
= 2N =M ABRteL F7]A] FA oz HAIARE AlEste Ae g
Microsoft7} AAISH Hlwetol s 22y 2E5A1719] 99 ofliolM A|7]= itk
= A Y olf=E & ARMIAY HES BASI o] o Hld e ¢F7]e<
H.264 %33} oolato] HFEQI 802.11 EFE 779 E51F AAALEL A3

=
714 o 47Xt AAFE & (percentage based royalty, QEAXR)Z A= A
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i
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ATH= E5{HxtolA ofn &
=5 51“'97‘}01]74] AlEstior & Arlge T &0l AdA XEshIz YW HARE
AR Ao AF Holek. et AE WA} S5 10l B WA AL
ol 4T RS TR AiehE cheel BRARE] 27t B2 AR AlRe avdt
I IR AlE BeidAs ZleaE] uEt dAg Feo] Bulidake] —(EOIQMI A A
=7k Salaixtel AR Kol Sail 2 Aol

56)Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012) ORDER-2.
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A AN



o] ofu2} 7} (cents per unit, THAAR)S 7|E02 147@5]‘2}\11}.
SolE= "e‘/\]ﬁl%“% 7‘:1]756} %81

oz 1\1,\]7;”01:

(2) Motorola®] H.264 EZFES|0] tigt AAZE AHY

Robart EAH= Motorola®] H.264 ZFES|9] 7IX|E FH7Fst7] ¢Jsh vl
Ao 24 Microsoft7} AAIAE MPEG LA H.264 E3]Z0] HMESEK] oo
st A2st3ict. o W Robart FAR= 7leEE] €2 A& 4 =% 5}
A ool EspEo] Ug KEe HAS 75 e FRAND were] BES g
HAZ 4 JERY 71ES EUE vudidezAe] &7 ois Axsigich

Robart A= MPEG LA H.264 E3]Zd] 275702 n|Z ZZEISEs|9
Apple, Cisco, Fujitsu, Ericsson, LG, Microsoft, Sony 5 XSt 7|sAE
AAIS0] ES1E AAA] Fofsta Qo= &, 11000] HE 2ol dAzt 9l
o e 27 E5iE0] #F0] 2 AEE 4 ARF 7|ostal e oA
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3 SERE Qo ARt ofof wlgl Robart TAF= MPEG LA H.264 E£75]
28 Motorola®] H264 BEE312) 71X]% Wrleketl vladhos &g 4
Ackal HAEX| Y.

Robart ZAl= MotorolaZ} 2§51 ¢l EFES|Q} 7]El H.26
HE & EFE0] MPEG LA H.264 E3|E

o = g
51of TR SHE AAALOIN P Motorolad] EEE} xixjske uEE

57) Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012) ORDER-165, paragraph 509.
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Efi2 AAEE9 sFekS APstdnt. (A B 0.555 cents) ©] W] Motorla:=
AHalo] B4aH= H.264 BEEFS0] 7|&BZEA Eds] £93F HIE S RA|

S glee FUekxl 23k
gl

Robart HAME AN EE9] A5hs AotwA AAE BHHo| Flujd 4 e
Fo g LgElolof ghe ZAxoIGletl dall FEES Bek oplgt VleRE A
AS AAsh=d wgsls vl MRS 185lo] FRAND AA|E&S A6ty
oF8) | ER] AMdARE BEESI RIS} 7HER Yidoll dte ol FA gl

FEES U ohet HA VeRES T sl KESNoshs S
azste] AAls gAoll dstr] whizel ol2fdt AP 1185t FRAND AR
&9 Aeto] A ofof sh= Aotk
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58) Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012) ORDER-176 paragraph 539.
59) Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012) ORDER-177 paragraph 540.
60) Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012).pargraph 544-545.

61) Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012). ORDER-175, pargraph 536.
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63) Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012). ORDER-184, pargraph 564.
64)Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012), ORDER-186, pargraph 569.
65) Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012). ORDER-189, pargraph 578.
66) Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012). ORDER-190, pargraph 581.
67) Microsoft Corp. v. Motorola, Inc., 854 F.Supp.2d 993 (2012). ORDER-199, pargraph 605.
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Abstract

Rewarding Damages for Infringement of

Standard-Essential Patents

—Especially On Prevention for patent hold-up and Royalty
Stacking-

Jae—seong Han

As patentee's injunction cannot help but being restrained for
infringement of standard-essential-patents('SEPs) for several antitrust
issues, they start to focus on claiming damages against infringers.
Rewarding damages for infringement of SEPs, we should pay close
attention to two things in mind; patent hold-up and royalty stacking. If
market participants in standard technique are reluctant to be engaged in
market for fear of patent hold-up and royalty stacking, Not only would
there be significant bad effects on fair competition order, but also the
main objective of patent law that facilitates development of technique
would be neglected. Therefore It is desirable to reward the lower level of
damages than in other cases of calculation for patent damages in regard
that the technique standard was set for improving network effects among
the business unities. There was only one precedent for rewarding damages
for SEPS in our society; Samsung v. Apple litigation. The court calculated
the damages including the infringer's profits without consideration, which
should be changed into being calculated by reasonable royalties for

preventing the market participants from being in danger for patent
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holdup and royalty stacking.

Key words : Standard Essential Patents, patent holdup, royalty stacking,
rewarding damages, infringer's profits, reasonable royalties
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8) Allingham, M., and A. Sandmo, “Income Tax Evasion: A Theoretical Analysis,” Journal of
Public Economics, vol. 1, issue 3~4, 1972, pp. 323~338.
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Abstract

Analysis on regulation of ‘Funneling of business’ in
law—economics

- Limitation of gift tax as regulatory means and fair trade act
revision as alternative -

Dongchan Lim, Seyong Chung

This paper mainly deals with the limitations of current regulations
against ‘Funneling of Business’, which is recently popular social issue, in
the perspective of law and economics and further suggests more optimal
legal alternatives. Illegal internal transactions, which is represented by
‘Funneling of Business’, may have some positive effects such as increase in
corporate efficiency. Considering largely conglomerate-centered economy
of Korea, however, it could be not only exploited for the conglomerate
owners’ own benefit, but also could damage the fair competition of
market economy. Despite the regulations implemented until now, such as
commercial law, inheritance and gift tax, article 23-2 of Monopoly
Regulation and Fair Trade Act, skeptical views upon the effectiveness of
these restrictions rise. In particular, regarding article 45-3-1 of Inheritance
and Gift Tax Law, there has been continuous effort to improve it by
changing the numerical figures of ‘normal transaction rate’ and ‘marginal
share rate’. However, this paper points out that there are endogenous
limitations of inheritance and gift tax, using ‘tax evasion model’ and

judicial analysis. In an economic point of view, corporates will eventually
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figure out methods for tax evasion by calculating the probability of being
exposed. Even if the government successfully collects the intended tax, it
generates dead-weight loss, thus rendering the Pareto inefficiency of tax
policy. Furthermore, in a legal perspective, infringement of the property
rights of corporations, violation of liberty of contract, countering the
balance of legal interests can raise concerns of upholding constitution.
Therefore, a legal resolution based on Monopoly Regulation and Fair
Trade Act and commercial law is a more effective regulation policy than
tax policy which is an ex-post measure. Although Monopoly Regulation
and Fair Trade Act regulates ‘Funneling of Business’ by numerical
conditions such as share ratio and internal transaction rate, it
underestimates the regulation target and generates inefficiency since it
even restricts internal transaction which does not hamper competition.
This paper thus puts forward the necessity of a new standard for
regulation emphasizing ‘inhibition of economic concentration’ and ‘fair
competition order’ which accords with the legislative intent. Excessive
burden of proof on Fair Trade Commission should be alleviated and
supplemented by commercial law regulations which is represented by

strengthening the Board of Trustees.

Key words : Funneling of Business, Inheritance and Gift Tax, Tax Evasion
Model, Economic analysis of Law, Monopoly Regulation and
Fair Trade Act
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