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I.

THE SCOPE OF THE PAPST MOTION

Without a deep and detailed review of the Papst proposed order, the Papst exhibits, and

even documents Papst did not attach to its motion, the scope of what Papst is asking this Court to

do is difficult to fully appreciate. To ensure that the enormity of the Papst motion is clear, Papst

seeks an order that all the following documents, and more, be produced by Casio within ten days:

1.

Every document from every Casio company all over the world relating in any way to any
research, design, development, testing, licensing, commercial production, sale, offer for
sale, or importation of every Casio Digital Camera. Requests 2-4 and 6, Papst proposed
order 6.'

From every Casio company all over the world, and for every feature of every Casio
Digital Camera (regardless of whether it is in issue), all “engineering specifications,
assembly drawings, production drawings, parts drawings, schematic drawings, block
diagrams, parts lists, bills of material, prototypes, specification sheets, sales manuals,
brochures, instruction or operating manuals, user manuals, technical publications,
technical documentation, white papers, or technical bulletins relating to any and all Casio
Digital Cameras.” Request 5, see also, e.g., Request 6, Papst proposed order 6.

Every document written, created, received, and/or generated by any Casio company all
over the world that has any relation to Casio Digital Cameras. Request 6, Papst proposed
order 96.

Every communication with every customer of Casio Digital Cameras all over the world.
Request 7, Papst proposed order 96, 9.

Every document from every Casio company worldwide that relates to any property,
characteristic, advantage, or disadvantage of any Casio Digital Camera. Request 10,
Papst proposed order 6.

Every document related to Casio sales all over the world. Request 19, Papst proposed
order 99.

Every advertisement, brochure, bulletin, price list, circular, press release, commercial
article, or other materials concerning Casio Digital Cameras all over the world. Requests
35-37, Papst proposed order 96.

Every document exchanged between any Casio company and any licensee or product
manufacturer, and every document relating to every meeting with every manufacturer.
Requests 59-61, Papst proposed order 6.

For the Court’s convenience, the Papst order is attached hereto as Exhibit E to the declaration of J. Kevin Fee

“Fee Decl..” Please also see Request 71, and 416 of the Papst proposed order. Request 71 sought every
document related to the Papst interrogatories. Papst did not provide those interrogatories to the Court, but they
are attached hereto as Fee Decl. Exs. A and B .
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9. Every document ever exchanged between any Casio companies, not limited to cameras.
Request 67(c), Papst proposed order 10.

10. Every document that describes details of the electronic information systems of every
Casio company over the last ten years, and every application that has ever been run on
those systems. Request 70, Papst proposed order q11.

11. Every document, including documents in the files of Casio’s litigation counsel, relating to
studies of the patents (thus, without any mention in its memorandum, Papst is requesting
the Court to order Casio to waive privilege and work product). Requests 38, 39, 44-51,
53-55, 71, 74; Papst proposed order 913, 16.

12. Every document setting forth officers and directors, or other people with controlling
interests, for every Casio company worldwide for the last ten years. Requests 56, 58,
Papst proposed order q14.

13. Every document identifying every person worldwide that has been involved with
management, sales, licensing, marketing, design, and engineering for every Casio Digital
Camera for the last ten years. Request 57, Papst proposed order 14.

What would Papst do if, assuming it were even possible, Casio actually produced all
these documents? Does it really intend to have teams of translators and lawyers ready to review
the millions upon millions of documents and emails in the Japanese, German, French, Indian,
Korean, Taiwanese, and Chinese languages?

It is not the discovery Papst seeks by this motion, it is the associated expense to Casio.
Papst now seeks to use this Court as an instrumentality to increase expenses so much that it will
be able to extract a settlement from Casio.

The Papst motion to compel could not pass Rule 11 muster — no good faith analysis
would consider any significant fraction of these requested documents relevant. Casio has
refrained from filing that motion. Casio does, however, seek all its costs and fees associated

with responding to the frivolous scope of this motion. Fed. R. Civ. P. 37(a)(4)(B).”

See Federal Trade Commission's report “To Promote Innovation: The Proper Balance of Competition and
Patent Law and Policy” (pertinent pages attached as Fee Decl. Ex. C) at pages 38-43 (referring to numerous
observations that non-practicing entities attempt to set licensing fees below the cost of litigation, “so as to
make the taking of a license the only economically sensible alternative, regardless of the strength of the patent”
and referring to such practices as “hold-ups”). This report was cited by Supreme Court Justices Souter and
Breyer in their concurring opinion in eBay Inc. v. MercExchange, L.L.C., 547 U.S. 388, 396 (2006).

1-NY/2302250.2 2
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II. THE DOCUMENTS NOT ADDRESSED IN THE PAPST MEMORANDUM

Papst does not attempt to justify the full scope of documents it seeks. While Papst
claims, in footnote 1, that “more detailed explanation as to how each individual Document
Request relates to the issues in this lawsuit” is provided in Exhibit G (sic, Exhibit H), that
Exhibit has no detail at all — it is just a check list with no reasoning or legal support.’

Discovery is only relevant if it “appears reasonably calculated to lead to the discovery of
admissible evidence.” Fed. R. Civ. P. 26(b)(1). Papst has not addressed the relevance issue for
the vast majority of its requests. Consistent with precedent of this Court and positions Papst has
taken elsewhere, the motion should be denied because Papst has not made a specific and detailed
showing of why the full scope of information it seeks is relevant.”

The issues in this case are whether the Casio cameras infringe the patents, and whether
the patents are valid. Papst’s requests seek documents far removed from these issues. For
example, Papst pursues Request 6, which seeks every document at every Casio company

worldwide that has any relation to digital cameras.’ There is so much encompassed by this
y g p Y

} Cf. Alexander v. FBI, 186 F.R.D. 185, 187 (D.D.C. 1999) (denying motion to compel because “plaintiffs . . .
must show in their initial motion that the information they seek to compel is relevant . . .. Their initial motion
is comprised of only two pages and offers little in the way of legal citation or reasoning . . . .”).

*  Inre: Papst Licensing, GmbH, Patent Litig., No. 99-MD-1298, 2001 U.S. Dist. LEXIS 10012, at *46 (D. La.
July 12, 2001) (sustaining Papst’s objection because opposing party “has not provided the court with a specific
relevance basis for this request.”); see also *49-50 (two instances of the same) and *54 (on Papst’s objections,
refusing to compel any production from set of requests that were “broad and burdensome by any standard”);
see also Alexander v. FBI, 194 F.R.D. 316, 325 (D.D.C. 2000) (“once a relevancy objection has been raised,
the party seeking discovery must demonstrate that the information sought to be compelled is discoverable.”);
Andritz Sprout-Bauer, Inc. v. Beazer East, Inc., 174 F.R.D. 609, 631 (M.D. Pa. 1997) (same). Papst should not
be allowed to try to plug these holes in its reply memorandum. Cf. Hebert v. Nat’l Acad. of Scis., 974 F.2d
192, 196 (D.C. Cir. 1992) (“To consider an argument discussed for the first time in a reply would be manifestly
unfair to the appellee who, under our rules, has no opportunity for a written response.”).

Papst proposed order 96; Papst Exhibit H; Papst Mem. at 5 (addressing inter alia Request 6: “Casio should be
ordered to produce all responsive documents concerning all Casio Digital Cameras....”) (emphasis by Papst).
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request that Casio cannot possibly even address it.° None of it, beyond the documents Casio has
produced or agreed to produce, bears any reasonable relation to the issues in this case.

Even if Papst had somehow established marginal relevance to some of the documents it
seeks, that relevance must be balanced against the burden to Casio.” It is self-evident that
collecting even a fraction of the documents Papst seeks would be an enormous burden and
expense to Casio, which is a major international corporation with nearly 13,000 employees, and
dozens of worldwide subsidiaries.® See Fee Decl. Exs. F (8) and G (7). The third-party
discovery Papst seeks would place similar burdens on Casio subsidiaries all over the world, and
require escapades from country-to-country, hiring translators for many different languages, legal
review of every document, etc.’

III. CASIO HAS OR WILL PRODUCE THE NECESSARY DOCUMENTS

Subject to resolution of Casio’s pending motions for sanctions Casio has already
produced or agreed to produce at least the following in the liability phase of this case:

e Infringement: All Casio cameras are available for inspection; all user manuals; all
service manuals; documents sufficient for a full understanding of how the Casio cameras
function and operate with regard to the technology at issue; and R&D documents relating
to transfer of data from the cameras to a PC.

e Generally relevant documents: Non-privileged/work product documents related to the
patents and Papst; documents supporting or contradicting Casio’s claims and defenses;
non-privileged/work product documents relating to claim interpretation; document
retention policies; and documents providing a general overview of electronic systems.

See Fed. R. Civ. P. 34(b) (requiring requested documents to be described with “reasonable particularity’”’). This
request, for example, would include a letter from Casio Singapore to a Singapore truck driver changing the
time of a delivery of cameras, a French testing report for the battery life of a camera, a complaint from a
German customer about an inoperative shutter, a Korean customer’s question about flash operation, etc.

T Inre: Vitamins Antitrust Litig., 198 F.R.D. 296, 301-02 (D.D.C. 2000); see also Fed. R. Civ. P. 26(b)(2)(C)(iii)
(holding that the court should limit discovery when “the burden or expense of the proposed discovery
outweighs its likely benefit....”).

¥ Fee Decl. Ex. D, p. 48-49.

Casio stands behind all its objections (including privilege, work product, relevance, undue burden, etc.), even
though space limitations will not allow discussion of each.

1-NY/2302250.2 4
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e Commercial success: Sales summaries for the United States; and sales summaries from
Casio Japan to all countries of the world.

e Validity: Any prior art or other documents relied on by Casio, and other documents
supporting or contradicting the validity defenses.

IV. THE DOCUMENTS REQUESTED BY PAPST

A. Technical Documents — Papst Section I11I(A)

Papst seeks production of all documents, not limited to these “narrowed” technical areas.
See Papst proposed order, 96 and Papst Ex. H. In any event, even the narrowed technical areas
are far too broad.'” The cases cited by Papst do not support the Papst position that every
technical document regarding each of Casio’s digital cameras needs to be collected and
produced, and Papst provides no explanation as to why it allegedly needs them. Casio will
produce documents sufficient for an understanding of how the Casio products operate and
function, and it offered, subject to its pending sanctions motion, to provide R&D documents
relating to transfer of data from a camera to a PC — that is the technology accused of
infringement. Papst needs no more.

B. Products Not Accused Of Infringement — Papst Section 111(B)

As requested in Casio’s pending motion for sanctions (MDL docket #38), Papst should be
limited to the six products it has accused, as a sanction for its failure to comply with the Court

Orders. If that request is denied, Casio will produce documents on other products. There is no

Narrowed topic 1 seeks, for example, all documents related to the cameras taking pictures (“acquisition and
processing of light images. . .””). This narrowed topic alone would capture such irrelevant technical subject
areas as optical and digital zooms, shutter release, flash operation, focusing and contrast, night shot options,
exposure control and compensation, white balance, image brightness, backlight functioning, color filters,
image sharpness, color saturation, and image contrast. None of these technical areas, all evident from the
Casio manuals produced to Papst, are relevant. The other topics are equally overbroad, requesting all
documents on such things as mega-pixels per acquired photo, types of SD cards, image file formats, movie
formats, data compression, audio and recording media, image data amount options, camera set up, camera
photo quality options, computer programs for all these irrelevant technical areas, camera video quality options,
recording volume options, and built-in memory capacities.

1-NY/2302250.2 5
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justification, however, for Papst’s request that Casio be ordered to produce the vast scope of
documents it seeks (see Section I), but instead only documents offered by Casio in Section A
above should be required.

C. Damages and Willfulness Documents — Papst Section III(C)

On April 8, 2008, this Court ordered that liability and damages are bifurcated for
discovery and for trial and that discovery on damages and willfulness is stayed pending a
determination of liability. Based on this Order, Casio will not be producing documents in
connection with these requests, and we assume Papst no longer seeks the production of damages
and willfulness documents at this time. However, Casio notes in passing that Papst’s requests on
these topics are vastly overbroad, seeking to invade the files of Casio’s litigation counsel for
privilege and work product, and seeking far more discovery than is needed on either damages or
willfulness issues.

D. Foreign Activities — Papst Section I11(D)

1. Lack Of Relevance, Undue Burden

There is no need for documents from foreign Casio companies. Casio Japan designs the
vast majority of the camera models, and they are assembled according to the Casio Japan
specifications by Yamagata Casio and two unaffiliated companies in China. Casio Japan has in
its possession the documents on R&D, design and operation for these cameras and its costs

simply include payments to these three other manufacturing companies. See Fee Decl. Ex. F."!

Two digital camera models, the LV-10 and the GV-10, were designed and manufactured by third parties,
Mustek Systems Inc. and Primax Electronics, Ltd. Papst has not accused either of these models of
infringement (despite having their detailed manuals since May of 2007) and the sales of these products are
extremely small in comparison to the models Papst accused of infringement (they account for substantially less
than 1% of the sales of the accused models). Casio Computer Co. has some documents showing the design and
operation of the LV-10 and GV-10 but other documents would be in the custody of Mustek Systems Inc. and
Primax Electronics, Ltd. See Fee Decl. Ex. F.

1-NY/2302250.2 6
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Casio Japan sells the cameras to Casio America, and Casio America sells them in the
United States. See Fee Decl. Ex. G. The only intentional exception was an agreement Casio
Japan had with Pentax from 2002-2004. Id. at §5. If Papst articulates an infringement theory
that could possibly cover sales in that period, Casio will produce related documents. See
Georgia-Pacific Corp. v. United States Plywood Corp., 318 F. Supp. 1116, 1120 (S.D.N.Y.
1970).

Papst makes the argument at page 6 of its memorandum that Casio is liable by
inducement for sales outside the United States if there is an expectation that the products later
will be sold in the United States in an infringing manner.'* This is a wild fishing expedition, and
there is no such expectation. See Fee Decl. Ex. G.

The only other argument made by Papst is that these documents may be relevant to
commercial success. But Papst should be precluded from asserting any commercial success as
a sanction for its refusal to comply with the Court’s Orders (MDL docket #37, interrogatory 3).
If the Court allows Papst to assert foreign commercial success, Casio will agree to provide sales
summaries from Casio Japan to foreign countries. '

2. The Control Issue

Even if Papst had some plausible theory of relevance of documents from foreign
companies, and even if that relevance could somehow overcome the unthinkable burden to Casio

to produce what Papst seeks from all Casio companies, Papst has made no showing that either

2 DSU Med. v. JMS Co., 471 F.3d 1293, 1304-05 (Fed. Cir. 2006).

B See, e.g., Minnesota Mining and Mfg. Co. v. Smith & Nephew PLC, 3-91 CIV 274, 1992 U.S. Dist. LEXIS
22785, at *6-7 (N.D. IIL. July 27, 1992) (“limited discovery of . . . foreign sales information”).

1-NY/2302250.2 7
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Casio party has control over the documents at foreign Casio companies. It is Papst’s burden to
prove control with specific facts, for each of these many companies.'

Papst is asking this Court to order a Japanese company to obtain massive amounts of
confidential information from many foreign countries, including China, Korea, India, France,
Germany, England, and Taiwan. Yet Papst does not say a word in its brief of the comity issues
involved. Whether the documents Papst demands can be produced will depend in significant
part on foreign law."

E. Confidential Technical Documents — Papst Section III(E)

Pertinent confidential information on the operation of the cameras in the possession of
Casio Japan is being produced now that the protective order issues are resolved.

F. Date for Production — Papst Section ITI(F)

Casio will undertake to produce additional documents relating to the patents-in-suit, if
any, within two weeks, subject to resolution of pending motions.

G. Other Documents — Papst Section I1I(G)

1. Financial Documents: As a result of the Court’s April 8, 2008 Order

bifurcating damages and staying discovery on this issue pending a determination of liability,

Casio will not be producing documents responsive to these requests.

4 Steele Software Sys., Corp. v. Dataquick Info. Sys., Inc., 237 F.R.D. 561, 565 (D. Md. 2006). As evidence of
control, Papst presents at page 8 of its memorandum only a single page from a 2006 Casio Annual Report. It
provides a list of related Casio companies and nothing more. It does not “demonstrate that Casio Japan is in
control of twenty-seven other Casio entities likely to possess relevant information,” as Papst claims.

15 Cf. In re Ski Train Fire, MDL No. 1428, 2006 U.S. Dist. LEXIS 29987, at *18 (S.D.N.Y. May 16, 2006)
(considering Austrian law in connection with control issue); Astra Aktiebolag, et. al. v. Andrx Pharms., Inc.,
208 F.R.D. 92, 97-98 (S.D.N.Y. 2002) (considering German law with regard to privilege issues).

1-NY/2302250.2 8



Case 1:07-mc-00493-RMC  Document 65  Filed 04/18/2008 Page 10 of 11

2. Documents from all Casio Entities: Please see Section IV(D), above.

3. Computer systems: Papst does not attempt to explain how the full scope

of these requested documents are relevant. Absent such a showing, Papst’s motion to compel the
production of these documents should be denied.'®

4. Other lawsuits: Papst requests production of all documents (including

privilege and work product) related to every lawsuit worldwide, no matter what the legal or
technical issues of the litigation. Casio objects on grounds of relevance, undue burden, privilege,
and work product. These objections are consistent with objections Papst successfully made in
another case on the exact issue.'’

5. Prior Art: Contrary to the Rohm and Haas case, Papst requests prior art,
with no explanation of how it could possibly be relevant or useful if Casio is not relying on it.
This request, as with so many others, is nothing but “make-work™ for Casio.

6. Communications with customers: These documents have no relevance

to this litigation, and would be extremely burdensome for Casio to collect and produce. Papst’s
cited case does not support this request.

7. Identities of people and businesses: By demanding every document at

every Casio company worldwide that identifies every officer, director, and person or entity
involved in any way with the cameras for the last ten years (Requests 56, 57, 58, 66), Papst has

chosen the discovery route that will increase Casio expense as much as possible, and Papst has

See, e.g., India Brewing, Inc. v. Miller Brewing Co., 237 FR.D. 190, 194 (E.D. Wis. 2006).
In re: Papst, 2001 U.S. Dist. LEXIS 10012 at *34-35 (denying discovery from other litigations and noting both

parties’ “ironic desire for, and abhorrence of, discovery concerning other litigation.”); see also id. at *41
(Papst’s objection to producing documents in other courts sustained in part, limiting the request to litigations
on the patents-in-suit); id. at *55; Payne v. Howard, 75 F.R.D. 465, 469 (D.D.C. 1977) (denying motion due to
the lack of specific showing of relevance of other litigations: “Whether pleadings in one suit are ‘reasonably
calculated’ to lead to admissible evidence in another suit is far from clear. Fed. R. Evid. 401, 406. In the

Court’s view, discovery of this type typically will not lead to admissible evidence. Id.”) (emphasis in original).

1-NY/2302250.2 9
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shown no need for it. Indeed, Papst successfully objected to the same discovery request in a
different litigation — an objection that carries much more force here as Papst demands the same
thing for dozens of companies all over the world.'®

V. CONCLUSION

For all the foregoing reasons, we respectfully request that the Court deny the Papst

motion in its entirety, and grant Casio fees and costs pursuant to Fed. R. Civ. P. 37.

Respectfully submitted,

DATED: April 18, 2008 /s/ J. Kevin Fee
J. Kevin Fee (D.C. Bar No. 494016)
Morgan, Lewis & Bockius LLP
1111 Pennsylvania Avenue, NW
Washington, D.C. 20004
Tel.: (202) 739-3000
Fax: (202) 739-3001

Scott D. Stimpson (pro hac vice)

The Law Office of Scott D. Stimpson
Suite 1102

445 Hamilton Avenue

White Plains, New York 10601

Tel: (203) 258-8412

Attorneys for Plaintiff and Counter-Defendant Casio
America, Inc. and Counter-Defendant Casio
Computer Co., Ltd.

8 Inre: Papst, 2001 U.S. Dist. LEXIS 10012 at *46 (sustaining Papst’s objection to a document request because

it “would require Papst Licensing to produce information about every employee, director and shareholder....”);
see also *51 (sustaining Papst’s objection to documents referring or relating to organizational structure as
“overly broad”).
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

IN RE PAPST LICENSING GMBH & CO.
KG LITIGATION

Misc. Action No. 07-493 (RMC)
MDL Docket No. 1880

This Document Relates To:

Casio, No. 06-cv-1751

DECLARATION OF J. KEVIN FEE, ESQ.

I, J. Kevin Fee, hereby declare as follows:

1. I am a partner at the law firm of Morgan, Lewis & Bockius LLP in the
Washington D.C. Office located at 1111 Pennsylvania Avenue, NW, Washington, D.C. 20004.

2. I have been admitted to practice law in the District of Columbia since 2005. I am
further admitted to practice law in the states of New York and Pennsylvania.

3. Attached hereto as Exhibit A is a true and correct copy of Defendant Papst
Licensing GMBH & Co. KG’s First Set of Interrogatories (Nos. 1-2), to Casio Computer Co.
Ltd., served on April 20, 2007.

4. Attached hereto as Exhibit B is true and correct copy of Defendant Papst
Licensing GMBH & Co. KG’s First Set of Interrogatories (Nos. 1-3) to Casio Inc., served on
April 20, 2007.

5. Attached hereto as Exhibit C is true and correct copy of the Federal Trade
Commission's report “To Promote Innovation: The Proper Balance of Competition and Patent
Law and Policy”, Ch. 3, pp. 38-43, October 2003.

6. Attached hereto as Exhibit D is a true and correct copy of Casio Computer Co.,
Ltd.’s 2006 Corporate Report.

7. Attached hereto as Exhibit E is a true and correct copy of Papst Licensing GMBH
& Co. KG’s Proposed Order Granting Motion to Compel the Production of Documents, filed on
April 16, 2008 (Dkt. 55).

8. Attached hereto as Exhibit F is a true and correct copy of the Declaration of
Satoshi Katakai. ' :

1-NY/2303134.1



Case 1:07-mc-00493-RMC  Document 65-2  Filed 04/18/2008 Page 2 of 2

9. Attached hereto as Exhibit G is a true and correct copy of the Declaration of
Koichi Kaneda.

I declare under penalty of perjury under the laws of the United States of America that the
foregoing is true and correct.

Dated: April 18, 2008 By: /7/ . / %“4’\/
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

CASIO INC.

Plaintiff,
Civil Action No. 1:06 CV 01751

V.
Judge: Gladys Kessler

PAPST LICENSING GMBH & CO. KG
Defendant.

PAPST LICENSING GMBH & CO. KG
Counter-Plaintiff
V.

CASIO INC. and
CASIO COMPUTER CO., LTD.

Counter-Defendants

PAPST LICENSING GMBH & CO. KG’S
FIRST SET OF INTERROGATORIES TO CASIO COMPUTER CO., LTD.

Pursuant to Rule 33 of the Federal Rules of Civil Procedure, Defendant/Counter-
Plaintiff, Papst Licensing GmbH & Co. KG (“Papst”), through counsel, requests
Plaintiff/Counter-Defendant, Casio Computer Co., Ltd. (“Casio Japan”), to respond to each

of the Interrogatories below.
DEFINITIONS
1. "Counter-Defendant,” "you," "your,” and “Casio Japan” means (a) Casio
Computer Co., Ltd,, Casio Inc. and all of their parent corporations, predecessor

corporations, successor corporations, subsidiary corporations, affiliated or related
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companies, and groups and divisions thereof; (b) Casio Japan’s present or past directors,
officers, employees, agents, consultants, accountants, attorneys and independent
contractors that have contractual relations with it; and (c) any person acting or purporting
to act or, at the time of the stated subject matter, was acting or purporting to act for or on
behalf Casio Japan or anyone under its control, direction or instruction.

2. "Document" shall be construed in it broadest sense and shall mean all
written, printed, typed, recorded, graphic, stenographic, computer-generated, computer-
stored and electronically stored matter of every kind and description, however and by
whomever produced, prepared, reproduced, disseminated, or made, including all originals,
copies and drafts thereof and all attachments and appendices thereto, and shall also include
audiovisual works and magnetic recordings of any type such as video tape recordings,
slides, floppy and hard disks, audio recordings and photographic pictures or movies. A copy
of any document that contains notes, sketches, annotations, highlighting, underlining or
other markings, comments or modification on or of another document shall be considered a
separate document.

3. “Thing” has the broadest meaning accorded that term by Federal Rule of
Civil Procedure 34, and includes every kind of physical specimen or tangible item, other

than a document, in Your possession, custody or control.

4. A request for a Document shall be deemed to include a request for a Thing,
A request for a Thing shall be deemed to include a request for a Document.

S. "Or" is inclusive referring to any one or more of the disjoined words or

phrases listed.

6. "Relating to," "relate to,"” “relation to,” or "relating" means constituting,
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discussing or referring to, analyzing, embodying, evidencing, consulting; recording,
communicating, involving, describing, pertaining to, concerning, or containing, directly
or indirectly in any way, the subject matter of the particular request.

7. "Communication," “communicate” or ‘“communicating” means every
manner or means of disclosure, transfer or exchange, and every disclosure, transfer or
exchange of information whether orally or by document or whether face-to-face, by
telephone, mail, telex, facsimile, personal delivery or otherwise.

8. The term “Lawsuit” means any type of legal action including but not limited
to lawsuits filed in federal or state courts, administrative proceedings, ITC proceedings,
USPTO proceedings and international cases filed in any tribunal.

9. The terms “identify” or ‘“identity” or “identification” when used in
connection with an individual means: state the individual’s full name; his or her home and
business addresses; his or her last known employer; his or her position, title, or job
description; and if employed by You, the individual’s dates and regular places of
employment and general duties.

10. The terms ‘“identify” or “identity” or “identification” when used in
connection with a company, corporation, association, partnership, joint venture, or any legal
entity other than a natural person means; state its full name and type of organization or
entity; state the address of its principal place of business, its date and place of incorporation;
and identify its officers, directors, and managing agents.

1. The terms ‘“identify” or “identity” or “identification” when used in
connection with an oral statement or discussion means: state the name of the speaker; the

date of the statement; the place at which the statement was made; the person or persons to
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whom the statement was addressed, if practicable, and otherwise a general description of the
persons to whom the statement was addressed; the subject matter of the statement; and if the
statement was memorialized in writing or mechanical or other recording, state the date and
present location of said recording,

12, The terms “identify” or “identity” or “identification” when used in
connection with a written document or statement means; state the name of the author, the
type of document or writing, the date, the addressee, or recipient, if practicable, and
otherwise a general description of the persons to whom the writing was distributed, the
subject matter, and the present location. In lieu of such identification, You may attach a
copy of the written containing said written statement and refer thereto in Your answer.

13. As used herein, “Casio Digital Camera” shall mean all designs,
implementations, models, and versions of all Casio digital cameras capable of

transferring picture information to another device.

14, “Patents-in-Suit” refers to United States Patent No. 6,895,449 (“the ‘449

patent”) and United States Patent No. 6,470,399 (“the ‘399 patent”).

INSTRUCTIONS
l. Where knowledge or information in Your possession is requested, the
request extends to knowledge or information in the possession of Your agents,
representatives, and attorneys. Whenever an answer to these interrogatories contains
information that is not based upon Your personal knowledge, state the source and the nature
of such information,
2. Answer all of the interrogatories completely. If You contend that the answer

to any interrogatory is privileged in whole or in part, state all facts supporting such privilege,
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and identify each person having knowledge of the factual basis on which the privilege is
asserted. Answer should be made of all knowledge and information which is not privileged.

3. If You have no knowledge or information responsive to a particular
interrogatory, please state such.

4, These interrogatories shall be deemed continuing and Casio Japan shall
supplement and seasonably amend its responses as required under the Federal Rules.

5. If an objection is made to any interrogatory, answer should be made of all
knowledge and information to which the objection does not relate.

6. If Casio Japan finds the meaning of any term in these interrogatories
unclear, Casio Japan shall assume a reasonable meaning, state what the assumed meaning
is, and respond to the interrogatory according to the assumed meaning.

7. Unless otherwise specified, the interrogatories below are not limited to the
knowledge or information in the United States. Instead, they relate to any such
knowledge or information in any country.

8. The phrase “Identify any entity or person involved in the research,
development, design, re-design, prototype production, testing, licensing, manufacturing,
commercial production, sale, offer for sale or importation for each Casio Digital Camera
used, manufactured, sold, offered for sale, licensed or imported into the United States™
shall mean:

a. For each entity or person identified, describe what each entity or
individual did in the research, development, design, re-design,
prototype production, testing, licensing, manufacturing,

commercial production, sale, offer for sale or importation for each
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Casio Digital Camera; the corresponding time period(s) in which
each entity or person was involved in the research, development,
design, re-design, prototype production, testing, licensing,
manufacturing, commercial production, sale, offer for sale or
importation for each Casio Digital Camera; and each individual’s
title and employer during those corresponding time period(s);

b. Identify all documents (by Bates Number) showing the identity of
any entity or person involved in the research, development, design,
re-design, prototype production, testing, licensing, manufacturing,
commercial production, sale, offer for sale or importation for each

Casio Digital Camera.
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PAPST’S INTERROGATORIES

INTERROGATORY NO. 1: Identify any entity or person involved in the

research, development, design, re-design, prototype production, testing, licensing,
manufacturing, commercial production, sale, offer for sale or importation for each Casio

Digital Camera used, manufactured, sold, offered for sale, licensed or imported into the

United States after October 22, 2002.

INTERROGATORY NO. 2: Separately with respect to each of the Patents-In-

Suit, state:

(A)  The dates upon which, and the circumstances under which, Casio first
became aware of the Patents-In-Suit, and the persons who became aware
of them;

(B)  Whether Casio received legal advice at any time, including after the filing
of the Complaint, that it did not infringe each of the patents in suit, or that
each of the Patents-In-Suit was invalid or unenforceable and, if so,
identify the date upon which, and the circumstances under which Casio
obtained such legal advice, or caused any studies relating to such advice to
be made, as well as any oral or written opinion of legal counsel, with
respect to:

(i) the infringement or non-infringement of the Patents-In-Suit; and/or
(i)  the validity, invalidity, enforceability or unenforceability of the

Patents-In-Suit;
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©)

D)

Identify all persons having knowledge of the subject matter of Casio’s
response to this interrogatory, and locate and identify all documents
pertaining to the subject matter of Casio’s response to this interrogatory;
and

Identify all discussions, communications, events or documents that relate
to or refer to any legal advice received by Casio with respect to:

(i) the infringement or non-infringement of the Patents-In-Suit; and/or

(i)  the validity, invalidity, enforceability or unenforceability of the

Patents-In-Suit.

Dated: April 20, 2007

/s/ Joseph E. Cwik
Jerold B. Schnayer
Joseph E. Cwik
WELSH & KATZ, LTD.
120 South Riverside Plaza » 22nd Floor
Chicago, lllinois 60606
(312) 655-1500

Campbell Killefer (Bar No. 268433)
VENABLE LLP

575 7™ Street, N.W.

Washington, D.C. 20004

(202) 344-4000

Attorneys for Defendant/Counter-
Plaintiff, Papst Licensing GmbH & Co.
KG
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CERTIFICATE OF SERVICE

The undersigned hereby certifies that a copy of the foregoing PAPST
LICENSING GMBH & CO. KG’S FIRST SET OF INTERROGATORIES TO CASIO
COMPUTER CO., LTD. was served on this the 20" day of April, 2007 upon the
attorneys for Casio Inc. as follows:

VIA U.S. MAIL and E-MAIL

J. Kevin Fee

MORGAN, LEWIS & BOCKIUS LLP
1111 Pennsylvania Avenue, NW
Washington, D.C. 20004

Counsel for Casio Inc,

VIA U.S. MAIL And E-MAIL
Scott Simpson

Jeffrey Gold

Morgan Lewis & Bockius, LLP
101 Park Avenue

New York, New York 10178

/s/ Joseph E. Cwik
Attorney for Papst Licensing GmbH & Co.
KG
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

CASIO INC.

Plaintiff,
Civil Action No. 1:06 CV 01751

v,

Judge: Gladys Kessler

PAPST LICENSING GMBH & CO.KG
Defendant.

PAPST LICENSING GMBH & CO. KG
Counter-Plaintiff
'

CASIO INC. and
CASIO COMPUTER CO., LTD.

Counter-Defendants

PAPST LICENSING GMBH & CO. KG’S
FIRST SET OF INTERROGATORIES TO CASIO INC,

Pursuant to Rule 33 of the Federal Rules of Civil Procedure, Defendant/Counter-
Plaintiff, Papst Licensing GmbH & Co. KG (“Papst”), through counsel, requests
Plaintift/Counter-Defendant, Casio Inc. (“Casio”), to respond to each of the Interrogatories
below.

DEFINITIONS

1. "Plaintiff,” "you," "your,” and “Casio” means (a) Casio Inc., Casio

Computer Co., Ltd. and all of their parent corporations, predecessor corporations,

successor corporations, subsidiary corporations, affiliated or related companies, and



Case 1:07-mc-00493-RMC  Document 65-4  Filed 04/18/2008 Page 2 of 10
Case 1:06-cv-01751-RMC-DAR  Document 61-3  Filed 07/09/2007 Page 2 of 10

groups and divisions thereof; (b) Casio’s present or past directors, officers, employees,
agents, consultanis, accountants, attorneys and independent contractors that have
contractual relations with it; and (c) any person acting or purporting to act or, at the time
of the stated subject matter, was acting or purporting to act for or on behalf Casio or
anyone under its control, direction or instruction.
2. "Document" shall be construed in it broadest sense and shall mean all
_written, printed, typed, recorded, graphic, stenographic, computer-generated, computer-
stored and electronically stored matter of every kind and description, however and by
whomever produced, prepared, reproduced, disseminated, or made, including all originals,
copies and drafis thereof and all attachments and appendices thereto, and shall also include
audiovisual works and magnetic recordings of any type such as video tape recordings,
slides, floppy and hard disks, audio recordings and photographic pictures or movies. A copy
of any document that contains notes, sketches, annotations, highlighting, underlining or
other markings, comments or modification on or of another document shall be considered a
separate document.
3. “Thing” has the broadest meaning accorded that term by Federal Rule of
Civil Procedure 34, and includes every kind of physical specimen or tangible item, other

than a document, in Your possession, custody or control.

4. A request for a Document shall be deemed to include a request for a Thing.
A request for a Thing shall be deemed to include a request for a Document.

5. "Or" is inclusive referring to any one or more of the disjoined words or

phrases listed.

6. "Relating to,"” "relate to,” “relation to,” or "relating” means constituting,
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discussing or referring to, analyzing, embodying, evidencing, consulting, recording,
communicating, involving, describing, pertaining to, concerning, or containing, directly
or indirectly in any way, the subject matter of the particular request.

7. "Communication,” “communicate” or “communicating” means every
manner or means of disclosure, transfer or exchange, and every disclosure, transfer or
exchange of information whether orally or by document or whether face-to-face, by
telephone, mail, telex, facsimile, personal delivery or otherwise.

8. The term “Lawsuit” means any type of legal action including but not limited
to lawsuits filed in federal or state courts, administrative proceedings, ITC proceedings,
USPTO proceedings and international cases filed in any tribunal.

9. The terms “identify” or “identity” or “identification” when used in
connection with an individual means: state the individual’s full name; his or her home and
business addresses; his or her last known employer; his or her position, title, or job
description; and if employed by You, the individual’s dates and regular places of

employment and general duties.

10. The terms “identify” or “identity” or “identification” when used in
connection with a company, corporation, association, partnership, joint venture, or any legal
entity other than a natural person means; state its full name and type of organization or
entity; state the address of its principal place of business, its date and place of incorporation;

and identify its officers, directors, and managing agents.

11 The terms “identify” or “identity” or “identification” when used in
connection with an oral statement or discussion means: state the name of the speaker; the

date of the statement; the place at which the statement was made; the person or persons to
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whom the statement was addressed, if practicable, and otherwise a general description of the
persons to whom the statement was addressed; the subject matter of the statement; and if the
statement was memorialized in writing or mechanical or other recording, state the date and
present location of said recording.

12. The terms “identify” or “identity” or “identification” when used in
connection with a written document or statement means; state the name of the author, the
type of document or writing, the date, the addressee, or recipient, if practicable, and
otherwise a general description of the persons to whom the writing was distributed, the
subject matter, and the present location. In lieu of such identification, You may attach a
copy of the written containing said written statement and refer thereto in Your answer.

13. As used herein, “Casio Digital Camera” shall mean all designs,
implementations, models, and versions of all Casio digital cameras capable of
transferring picture information to another device, that have been used, manufactured,

sold, offered for sale, licensed or imported into the United States since October 22, 2002.

14, “Patents-in-Suit” refers to United States Patent No. 6,895,449 (“the ‘449

patent”) and United States Patent No. 6,470,399 (“the ‘399 patent”).

INSTRUCTIONS

1. Where knowledge or information in Your possession is requested, the
request extends to knowledge or information in the possession of Your agents,
representatives, and attorneys. Whenever an answer to these interrogatories contains
information that is not based upon Your personal knowledge, state the source and the nature

of such information.

2. Answer all of the interrogatories completely. If You contend that the answer
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to any interrogatory is privileged in whole or in part, state all facts supporting such privilege,
and identify each person having knowledge of the factual basis on which the privilege is
asserted. Answer should be made of all knowledge and information which is not privileged.

3. If You have no knowledge or information responsive to a particular
interrogatory, please state such.

4, These interrogatories shall be deemed continuing and Casio shall
supplement and seasonably amend its responses as required under the Federal Rules.

5. If an objection is made to any interrogatory, answer should be made of all
knowledge and information to which the objection does not relate.

6. If Casio finds the meaning of any term in these interrogatories unclear,
Casio shall assume a reasonable meaning, state what the assumed meaning is, and
respond to the interrogatory according to the assumed meaning.

7. Unless otherwise specified, the interrogatories below are not limited to the
knowledge or information in the United States. Instead, they relate to any such
knowledge or information in any country.

8. The phrase “Describe in full and complete detail how each Casio Digital
Camera does not infringe each of the Patents-in-Suit” shall mean:

a. Describe in full and complete detail the meaning of each term and
each claim element in each claim and the basis for Casio’s alleged
meaning of each term and each claim element, including, but not
limited to, an identification and explanation of all documents and
other evidence that concerns and/or supports the interpretation of

each phrase and each claim element;
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b. Provide a full and complete identification and description of each
Casio Digital Camera, including a full and complete identification
of all documents that concern or describe the operation and/or
construction of each Casio Digital Camera,

C. Provide a full and complete explanation of how any and all claim
elements do not read on each Casio Digital Camera; and

d. Provide an identification of all documents and things that support
in any way Casio’s Complaint, Answer or Affirmative Defenses
and a full and complete explanation of how they support Casio’s
Complaint, Answer or Affirmative Defenses.

e. Describe, for each and every claim element, whether any non-
infringement is literal non-infringement and/or non-infringement
under the doctrine of equivalents.

9. The phrase “Describe in full and complete detail the bases for the
allegations in Casio’s Complaint that the Patents-in-Suit are invalid for failing tb comply
with the patent laws of the United States” shall mean:

a. Describe in full and complete detail the meaning of each term and
each claim element in each claim and the basis for Casio’s alleged
meaning of each term and each claim element, including, but not
limited to, an identification and explanation of all documents and
other evidence that concerns and/or supports the interpretation of
each phrase and each claim element;

b. Provide a full and complete identification and description of each
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alleged prior art reference, including a full and complete
identification of all documents that concern or describe each prior
art reference, including all documents that provide written
corroboration that any actual product constituting alleged prior art
was or was not on sale or sold anywhere in the world;

C. Provide a full and complete explanation of how any and all prior
art reference(s), in combination or alone, read on each element of
each claim of the Patents-In-Suit;

d. Provide an identification of all documents and things that support
in any way Casio’s Co'mplaint, Answer or Affirmative Defenses
and a full and complete explanation of how it supports Casio’s
Complaint, Answer or Affirmative Defenses;

e. For any invalidity assertion under 35 U.S.C. § 103, provide a full
and complete explanation how each prior art reference teaches,
suggests or otherwise provides a motivation to combine with any
other prior art reference;

f. Provide a full and complete explanation of why the Patents-In-Suit

are invalid for failing to comply with 35 U.S.C. § 112.
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PAPST’S INTERROGATORIES

INTERROGATORY NO. 1: Describe in full and complete detail how each Casio

Digital Camera does not infringe each of the Patents-in-Suit,

INTERROGATORY NO. 2: Describe in full and complete detail the bases for

the allegations in Casio’s Complaint that the Patents-in-Suit are invalid for failing to

comply with the patent laws of the United States.

INTERROGATORY NO. 3: Separately with respect to each of the Patents-In-
Suit, state:

(A)  The dates upon which, and the circumstances under which, Casio first
became aware of the Patents-In-Suit, and the persons who became aware
of them;

(B)  Whether Casio received legal advice at any time, including after the filing

of the Complaint, that it did not infringe each of the patents in suit, or that
each of the Patents-In-Suit was invalid or unenforceable and, if so,
identify the date upon which, and the circumstances under which Cgsio
obtained sucﬁ legal advice, or caused any studies relating to such advice to
be made, as well as any oral or written opinion of legal counsel, with
respect to:

(i) the infringement or non-infringement of the Patents-In-Suit; and/or

(ii) the validity, invalidity, enforceability or unenforceability of the
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©)

(D)

Patents-In-Suit;

Identify all persons having knowledge of the subject matter of Casio’s
response to this interrogatory, and locate and identify all documents
pertaining to the subject matter of Casio’s response to this interrogatory;
and

Identify all discussions, communications, events or documents that relate
to or refer to any legal advice received by Casio with respect to:

(i) the infringement or non-infringement of the Patents-In-Suit; and/or

(i)  the validity, invalidity, enforceability or unenforceability of the

Patents-In-Suit.

Dated: April 20, 2007

/s/ Joseph E. Cwik

Jerold B. Schnayer

Joseph E, Cwik

WELSH & KATZ, LTD.

120 South Riverside Plaza ¢ 22nd Floor
Chicago, Illinois 60606

(312) 655-1500

Campbell Killefer (Bar No. 268433)
VENABLE LLP

575 7" Street, N.W.

Washington, D.C. 20004

(202) 344-4000

Attorneys for Defendant/Counter-
Plaintiff, Papst Licensing GmbH & Co.
KG
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CERTIFICATE OF SERVICE

The undersigned hereby certifies that a copy of the foregoing PAPST
LICENSING GMBH & CO. KG’S FIRST SET OF INTERROGATORIES TO CASIO
INC.was served on this the 20th day of April, 2007 upon the attorneys for Casio Inc. as
follows:

VIA U.S. MAIL and E-MAIL

J. Kevin Fee

MORGAN, LEWIS & BOCKIUS LLP
1111 Pennsylvania Avenue, NW
Washington, D.C. 20004

Counsel for Casio Inc.

VIA U.S. MAIL AND E-MAIL
Scott Simpson

Jeffrey Gold

Morgan Lewis & Bockius, LLP
101 Park Avenue

New York, New York 10178

/s/ Joseph E. Cwik
Attorney for Papst Licensing GmbH & Co.
KG
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FEDERAL TRADE COMMISSION (ﬁg)

To Promote Innovation:
The Proper Balance of

Competition and Patent Law and Policy

A Report by the Federal Trade Commission
Octoher 2003
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In their business survey, Professors
Hall and Ziedonis concluded that
semiconductor firms with large sunk costs in
complex manufacturing facilities started to
patent defensively in the 1980s to reduce,
among other things, “concerns about being
held up by external patent owners.”?’ These
concerns stemmed in part from Polaroid’s
successful patent infringement suit against
Kodak.?®® One industry participant
interviewed by Professors Ziedonis and Hall
stated, “‘a preliminary injunction would be
detrimental to a firm if it means shutting
down a high-volume manufacturing facility;
loss of one week’s production alone can cost
millions of dollars.”®** Firms in the
computer hardware industries responded to
the possibility of having their production
enjoined by accumulating large patent
portfolios. Ifa rival company sought to
employ a hold-up strategy against them, they
would draw on their portfolio to assert
patent infringement counterclaims against
that rival, resulting in what panelists
described as “mutually assured destruction”
or “MAD."?*

7 Hall & Ziedonis, 32 RAND J. Econ, at 104,
see also Box 3-6; Rosemarie Ziedonis, When the Giants’
Shoulders are Crowded: Fragmented Rights and Patent
Strategies in Semiconductors 4 (July 2002) in drafi at
http://www.isnie.org/ISNIE02/Papers02/ziedonis.pdf.

3% See Hall & Ziedonis, 32 RAND J. EcoN. at
109,

% Id.; see generally John R. Boyce & Aidan
Hollis, Innovation, Imitation & Preliminary Injunctions in
Patents (Public Comment), at
http://www. ftc.gov/os/comments/intelpropertycomments/02
05xxhollis.pdf.

% See Hall 2/28 at 662; Detkin 2/28 at 669;
Poppen 2/28 at 684-85; Barr 2/28 at 713; see also Hall &
Ziedonis, 32 RAND J. Econ. at 109,

38
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(i).  The Rise of Non-Practicing Entities

The potential for hold-up to result in
mutually assured destruction means firms
actively participating in the industry — patent
practicing entities (PPEs) — are unlikely to
employ this strategy against each other.**'
Panelists, however, identified firms referred
to as non-practicing entities (NPEs) that can
successfully employ a hold-up strategy
without fear of retaliation.?** NPEs obtain
and enforce patents against other firms, but
either have no product or do not create or
sell a product that is vulnerable to
infringement countersuit by the company
against which the patent is being enforced.
As discussed supra in Chapter 2, MAD
strategies to mitigate hold-up will not work
against NPEs, who are not susceptible to the
threat of a countersuit shutting down their
production.*”® In contrast, NPEs can
threaten PPEs with patent infringement and
an injunction, which, if granted, could inflict
substantial losses **

Panelists identified three types of
NPEs in the computer hardware industry:
(1) non-practicing design firms, which
patent their inventions but do not make or
sell patented products to consumers; (2)

M' See Poppen 2/28 at 684-86.

#? See Rhoden 2/28 at 723-24; Carl Shapiro,
Technology Cross-Licensing Practices: FTC v. Intel
(1999), in 4 THE ANTITRUST REVOLUTION: ECONOMICS,
COMPETITION AND POLICY 350, 356 (John E Kwoka, Jr. &
Lawrence J. White eds. 2004).

1 See Poppen 2/28 at 685-89; Detkin 2/28 at
671-72.

24 See Poppen 2/28 at 685-89; Detkin 2/28 at
671-72; Hall & Ziedonis, 32 RAND J. ECon. at 109. For
additional discussion of issues raised by NPE conduct, see
supra Ch. 2(1II}C)2) and Second Report (forthcoming).
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“professional” patent assertion companies
that buy patents from other companies,
particularly those that are bankrupt, and then
assert them against practicing entities; and
(3) “patent miners,” which are companies
that assert their patent portfolios against
firms outside of their business.’**

Professor Ziedonis noted that the
number of cases filed by NPEs has increased
since the mid-1980s, and that the sale of
patents by failing companies has increased
since the 1990s.* One third of the patent

% See Poppen 2/28 at 685-88; Detkin 2/28 at
672.

The panelists discussed two reasons for the
emergence of “patent mining” by companies. First, the
need to patent defensively has forced many firms to
develop extensive patent portfolios, at considerable cost.
One business representative stated that it costs about
$200,000 to maintain a patent worldwide over a period of
20 years. See Brunt 3/20 at 25. Panelists reported that
some companies have sought to offset these costs by
seeking to license their patents to other companies,
particularly companies that operate outside the market of
the patent holder, because a higher royalty can be extracted
due to an imbalance in bargaining positions, See id.;
Poppen 2/28 at 684; Thurston 3/20 at 34.

Second, panelists contended that business
attitudes towards patents have changed since the 1980s.
The management of some companies, some asserted, have
begun to treat patents as an asset that must generate a
return, instead of as a means to exclude parties from a
particular invention. See Wolin 3/20 at 81. Panelists cited
two examples to support this change in attitude. First, a
number of panelists mentioned Texas Instruments, which
successfully instigated a patent mining program in the late
1980s to save the company from bankruptcy, and thereby
became an example to other companies of how to mine
their patents. See Thurston 3/20 at 28-29; Wolin 3/20 at
81; Ziedonis 3/20 at 83; Telecky 2/28 at 653; Macher etal.,
Semiconductors at 281; Grindley & Teece, 39 CAL. MGMT.
REV. at 20. Second, a widely read book in business circles
entitled Rembrandls in the Attic encourages managers to
generate revenue from their patents by mining them. See
Hughes 2/28 at 614; KEVIN G. RIVETTE & DAVID KLINE,
REMBRANDTS IN THE ATTIC: UNLOCKING THE HIDDEN
VALUE OF PATENTS (Harvard Business School Press 1999).

¢ See Ziedonis 3/20 at 71, 73-74.
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lawsuits filed by a group of 136 companies,
for example, involved patents not invented
by the company.”’ Two panelists confirmed
that an increasing number of companies are
seeking to buy and sell the patent portfolios
of failing companies to assert against other
firms.** In their business analysis of
licensing practices in the semiconductor and
electronics industry, Professors Grindley and
Teece observe that “occasionally, firms can
purchase a portfolio of patents with which to
establish cross-licensing relationships; but
quality patents often are not available in this
fashion,”*®

(ii).  Hold-Up and Patent Thickets

In industries such as the computer
hardware industries, where innovation is
cumulative, panelists noted that hold-up is
more likely to occur, because the presence of
a patent thicket makes patent infringement
very difficult to avoid.*®® As Professor
Shapiro observed, participants in the
semiconductor industry receive “thousands
of patents . . . each year and manufacturers
can potentially infringe on hundreds of
patents with a single product.”®' Another
panelist stated that “the large number of

7 See Ziedonis 3/20 at 73-74.
% See Thurston 3/20 at 75; Wolin 3/20 at 76.

% Grindley and Teece, 39 CAL. MGMT. REV. at
31, see also Shapiro 11/6 at 176 (observing that “I've even
seen a situation where a portfolio was split up and some
patents split off to a third party who had no other
comunercial interests, so they could assert it most
aggressively against other industry players.”).

30 See Barr 2/28 at 676; Hall & Ziedonis, 32
RAND J. Econ, at 110.

! See Shapiro, Navigating the Patent Thicker at
125.
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issued patents in our field makes it virtually
impossible to search all potentially relevant
patents, review the claims, and evaluate the
possibility of an infringement claim or the
need for a license.””*? This problem of
unavoidable patent infringement is
heightened, commentators stated, by the risk
of patent applications still pending and
unpublished by the PTO after a company has
sunk significant costs in a new product.?”?

Commentators have also observed
that companies seeking to hold up rivals can
set the licensing fees below the cost of
litigation, including the managerial
distraction, so as to make the taking of a
license the only economically sensible
alternative, regardless of the strength of the
patent.”** Professor Shapiro contends that
the lack of effective mechanisms to
challenge questionable patents, the
presumption of validity, and “a patent office
that is generous to patent applicants™ also
facilitate the use of hold-up strategies by
NPEs.?* Several panelists asserted that
companies can use a continuation on their
own patent application deliberately to delay

32 Robert Barr, Statement (2/28/02) 1, at
http://www.ftc.gov/opp/intellect/barrrobert.doc (hereinafter
Barr (stmt)).

33} See Barr 2/28 at 676; Shapiro, Navigating the
Patent Thicket at 125-26. See supra Ch, 2(111)(C) and infra
Chs. 4(IIXC)(1) and 5(ITXC)(4).

34 See Ziedonis 3/20 at 71-72; Barr 2/28 at 680
and (stmt) 2; Mark A. Lemley, Rational Ignorance at the
Patent Office, 95 Nw. L.REv. 1495, 1517 (2001) (noting
that “‘patent owners might try to game the system by
seeking to license even clearly bad patents for royalty
payments small enough that licensees decide that 1t is not
worth going to court™).

#** Shapiro, Technology Cruss-Licensing
Practices: FTC v. Intel (1999) at 355.
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patent issuance by the PTO.**® This enables
such companies, one panelist asserted, to
tailor their patent claims to cover a rival’s
product using insights gained from reverse-
engineering that product.”’’

The Potential for Hold-Up to Harm
Consumers

(ii).

Commentators identified four ways
that hold-up can harm competition and
innovation. First, obtaining a license after
costs have been sunk will result in a higher
royalty to the NPE than if a license were
negotiated prior to the sinking of costs.”**
One reason for this higher royalty is that
PPEs obtaining a license under threat of
hold-up typically do not have the option of
designing around the patent the NPE
asserted, because redesigning a product after
significant costs have been sunk is usually
not economically viable.” According to
Professor Shapiro, the higher royalty paid by
companies subject to a hold-up strategy may
result in higher prices to consumers,
inefficiently low use of the affected

3¢ See Poppen 2/28 at 687-88; McCurdy 3/20 at
37; Mar-Spinola 2/28 at 715-16; Barr 10/30 at 146-47; see
also infra Ch. 4(II)(CX1).

7 See Poppen 2/28 at 688.

% See Shapiro, Navigating the Patent Thicket at
125.

%% See Shapiro, Navigating the Patent Thicket at
125; Barr (stmt) 2-3; Rosemarie Ziedonis, When the
Giants ' Shoulders are Crowded. Fragmented Rights and
Patent Sirategies in Semiconductors at 8. Just as an NPE
may wish to set the royalty fee it seeks at just below what it
would cost the “held up™ firm to litigate the validity or
infringement of the NPE's patent, so an NPE may wish to
set its requested royalty fee at just below what it would cost
the firm to redesign around the patent.
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products, and deadweight loss**® The
cumulative effect of many such licenses may
exacerbate these effects.”®' Second,
innovation may suffer because some
companies will “refrain from introducing
certain products for fear of hold-up.”*?

Third, by seeking royalties below the
cost of challenging a patent’s validity, NPEs
can obtain royalties on improperly granted
patents. Royalties on improperly granted
patents cause an inefficient allocation of
society’s resources and a transfer that
“encourages patenting and discourages
competition to a greater extent than is
socially optimal,”?® One panelist observed
that NPEs can use this same strategy to
induce PPEs to obtain licenses for patents
that are likely not infringed by the PPE’s
product®* Finally, a number of panelists
representing manufacturing firms contended
that hold-up causes a wealth transfer from
firms engaged in innovation that results in
benefits to firms that are simply exploiting
the patent system without benefitting
consumers.” One panelist, however,

%0 See Shapiro, Navigating the Patent Thicket at
125; Poppen 2/28 at 690.

! See Shapiro, Navigating the Patent Thicket at
126.

2 14 - see also Grindley & Teece, 39 CAL,
MGMT. REV, at 20.

3 [ emley, 95 Nw. L. REv. at 1517.
24 Barr (stmt) 2-3.

5 See Poppen 2/28 at 689-90; Barr 2/28 at 679
and (stmt) 1-3 (the exploitation of the patent system as a
revenue-generating tool in its own right has hindered true
innovation and outweighed the benefits); Detkin 2/28 at
673 and 728-30. Another concern expressed was that hold-
up may force innovative firms to move their manufacturing
and sales operations offshore to minimize their exposure to
such strategics.
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responded that “we’re not sure that in every
instance where there’s a patentee with no
product, that they haven’t legitimately
contributed something to the fund of human
knowledge. %

F. Tools to Navigate the Patent
Thicket

The panelists discussed three
licensing strategies that firms can use to
navigate patent thickets: (1) cross-licensing;
(2) patent pooling; and (3) standard setting.
The panelists generally agreed that each
strategy, despite involving certain
transaction costs, has been effective in
clearing the patent thicket.”*’

1. Cross-Licensing

Cross-licensing is one of the
mechanisms used by integrated firms and
hardware companies in particular to obtain
design freedom when a patent thicket
exists.”®® The main variables are: (1) the
number of patents at issue; and (2) the use of
balancing payments (i.e., monetary
payments to even out the value of the
portfolios being cross-licensed).*® The

¢ Telecky 2/28 at 703.

3! See Grindley & Teece, 39 CAL. MGMT. REV,
at 16; Detkin 2/28 at 711 (stating that hold-up is the
prablem, not thickets).

3% See McCurdy 3/20 at 67 (noting the greater
prevalence of cross-licensing in semiconductors and
information technology industries than in pharmaceuticals).
For a discussion of the antitrust treatment of cross-
licensing, see Second Report {forthcoming). For an
historical overview of licensing practices at Texas
Instruments, see E. Thompson 11/6 at 9-11.

¢ See McCurdy 3/20 at 67-69.
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number of patents that are cross-licensed can
vary from two to a complete patent portfolio,
which might include thousands of patents.
Balancing payments are often negotiated by
the parties and are used to address a relative
imbalance in patent portfolio size or
quality.?"

One panelist outlined three factors
his company considers when deciding
whether to license: (1) potential patent
infringement claims the prospective licensee
might have against his company; (2)
potential patent infringement claims his
company has against the prospective
licensee; and (3) the relative interest of the
parties in reaching a cross-licensing
arrangement.””’ According to another
panelist, integrated firms and hardware
companies usually settle cross-licensing
negotiations without filing lawsuits.””*

2. Patent Pools

The centralized management that
patent pools entail may help in avoiding the
royalty stacking/complements problems that
economists have suggested may develop
when multiple patents are needed for follow-
on activities, and each patentee
independently determines its own royalty

70 Seeid. at 69, 72.

7t See Detkin 2/28 at 669-70 (stating that Intel
considers three things when deciding whether to license:
“What have they got on us, what do we have on them, and
who cares?").

777 gee McCurdy 3/20 at 69. For a discussion of
some of the antitrust issues raised by cross-licensing, see
Second Report (forthcoming).
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rates.””® One panelist stated that “patent
pools have become critically important
mechanisms for enabling widespread use of
new technologies that require access to a
multitude of patents dispersed among a
multitude of parties.”*™

That panelist expressed two
concerns, however, about the use of patent
pools. First, he stated that some patent
holders with critical patents avoid ex ante
negotiations by asserting that the antitrust
laws prevent them from negotiating royalties
prior to selection of the specific patents in
the pool?”® He argued that the negotiation
of the royalty in advance of the selection of
specific patents in the pool was preferable.’”*
Second, he contended that applicants should
be able to choose which patents they license
from a patent pool, rather than be forced to
take a license for the totality of patents,
which is the most commonly used
approach.””’

73 See Barr 2/28 at 733 (finding patent pools
useful for consolidating administration and limiting royalty
stacking problems). See generally supra Ch. 2(1II){C)(3)
(discussing royalty stacking and Cournot’s complements
problem).

4 Fox 2/28 at 700.

75 See id. at 732; see also Second Report
(forthcoming).

76 See Fox 2/28 at 737, 732 (suggesting that
lower royalties or better terms might be negotiated in return
for accepting the patent into the pool). For analysis of
analogous issues raised by ex ante negotiations involving
standard-setting bodies, see Second Report (forthcoming).

7 See Fox 2/28 at 699, For analysis of the
relevant antitrust considerations, see Second Report
(forthcoming).
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3. Standard-Setting

By establishing rules governing
access to the intellectual property embodied
in their standards, standard-settings
organizations (SSOs) can clear patent
thickets that otherwise might stand in the
way of follow-on innovation. Professor
Lemley, who recently conducted a study of
SSOs, found them most active “in industries
in which it looks like patent hold-up is the
biggest problem [such as] in computers, in
semiconductors . . . [but not in]
pharmaceuticals, in biotechnology, and so
forth.”?"® Without a way to “clear(]”
intellectual property rights held by “dozens
or hundreds of different parties,” he warned,
“nobody's going to be able to make a
product that works with a particular
technical standard.”” Professor Lemley
found that 17 of the 21 SSOs studied in fact
required “some form of licensing . . . [m]ost
commonly . . . on ‘reasonable and non-
discriminatory terms.”*”%

G. Conclusion

Panelists in the hardware and
semiconductor industries emphasized
competition as a driver of innovation.
Trade secret protection also contributes to
innovation in these industries. Testimony
regarding the role of patents was mixed.
The record generally corresponded with the
results obtained by Professors Cohen,

8 | emley 4/18 at 35-37. Of course, other
factors, such as considerations of achieving compatibility
and network effects, also might explain this result.

714, at 20,
%0 74 at 23. Certain of the antitrust issues raised

by SSO activities are discussed in Second Report
(forthcoming).
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Nelson, and Walsh in their business survey
of appropriability mechanisms for firms in
the United States: the semiconductor
industry was among the least reliant on
patents to appropriate returns on investment
in R&D.2*' Panelists, however, also
identified an exception to these results:
patents are a driver of innovation for design
firms.

The hearing record highlighted many
of the issues that economists suggested
might arise in contexts that involve
cumulative innovation and a multiplicity of
patents. Specifically, the participants from
these industries confirmed a trend toward
defensive patenting and stated that patents
can deter innovation: (1) by contributing to
patent thickets, and (2) through their use by
NPEs to hold up PPEs. Panelists also
observed that various patent licensing
arrangements — cross-licensing, patent pools,
and the licensing requirements of standard
setting organizations — have helped to
mitigate the potential harm to innovation
caused by patent thickets.

¥ See COHEN ET AL., PROTECTING THEIR

INTELLECTUAL ASSETS,
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

CASIO INC.
Plaintiff, '
Civil Action No. 1:06 CV 01751
V.
PAPST LICENSING GMBH & CO. KG, Judge: Gladys Kessler
Defendant.

Magistrate Judge: Deborah A
Robinson

PAPST LICENSING GMBH & CO. KG,
Counter-Plaintiff

V.

CASIO INC. and
CASIO COMPUTER CO., LTD.

Counter-Defendants

[PROPOSED] ORDER GRANTING MOTION
TO COMPEL THE PRODUCTION OF DOCUMENTS

Upon consideration of the motion of Defendant and Counter-Plaintiff Papst
Licensing GMBH & Co, KG, to compel discovery the production of documents from
Casio Inc. and Casio Computer Co., Ltd. (collectively “Casio™), it is hereby

ORDERED that the Motion to Compel The Production of Documents is granted.
In particular, it is ordered that:

l. All documents and materials hereby ordered shall be produced within 10
calendar days of this Court order.

2. Casio shall respond to discovery request Nos. 1-5, 7, 10-15, 17-58, 62-74,
as further explained below.
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3. For purposes of this Order, the term “Casio Digital Cameras™ shall be
defined as Casio digital cameras capable of transferring picture data to another device,
which were used, manufactured, sold, offered for sale, licensed or imported into the
United States since October 22, 2002,

4. Casio must produce all non-privileged documents in response to Request
Nos. 2-5 and 10-12 in connection with the following aspects of the Casio Digital
Cameras:

1. The acquisition and processing of light images by cameras including, for
example, the conversion of light images into electrical signals
representative of the light images.

2. The processing by a camera of electrical signals representative of light
images including, for example, the conversion of analog signals
representative of light images into digital electrical signals, and the
transfer of those digital electrical signals to an electronic memory.

3. The operation of any computer program stored in a memory of a camera
as it concerns any of the other subject matters set forth in this list.
4. The storage of information in a memory of a camera, including but not

limited to external memory cards and other electronic memory intended to

be attached to a camera.

The interconnection of a camera to a personal computer.

6. The transfer of digital electrical signals representative of light images from
a camera to a personal computer including, for example, the process by
which the personal computer recognizes how to communicate with and
receive data from the camera.

W

7. The process by which a camera communicates with and transfers
_ information to or from a personal computer.
8. The acquisition and processing of sound waves by cameras, how the sound

waves are converted to digital electrical signals by the camera, how those
digital electrical signals are processed and stored by the camera, and how
those digital electrical signals are downloaded from the camera to a
personal computer.

5. Casio shall respond to all discovery requests with respect to each of its
Casio Digital Cameras, and Casio’s discovery responses shall not be limited to only those
cameras specifically accused of infringement at this time.

6. Casio shall produce all non-privileged materials relating to the research,
design. development, testing, manufacturing, marketing, operation and commercial
production of the at-issue Casio digital cameras. In particular, Casio shall produce all
non-privileged materials responsive to Papst Licensing Document Request Nos. 1. 2. 3, 4,
5,6,7.10. 11,12, 35, 36, 37,44, 53, 59, 60, 61 and 66.
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7. Casio shall not withhold any documents on the basis that they may be
subject to a motion to bifurcate or a motion to disqualify counsel.

8. Casio shall produce responsive documents relating to activities outside of
the United States as well as within the United States.

9. Casio shall produce all documents regarding the sales, profits, costs,
licensing and reasonable royalty information for the at-issue Casio Digital Cameras. In
particular, Casio shall produce all non-privileged materials responsive to Papst Licensing
Document Request Nos. 7, 19 to 33.

10. Responsive documents from all Casio entities shall be produced, not just
those named in this litigation. All documents responsive to Papst Doc. Request No. 67
shall be produced.

11. Casio shall produce the requested documents regarding Casio’s computer
information systems. Specifically, all documents responsive to Papst Doc. Request No.
70 shall be produced.

12. Casio shall produce the requested documents regarding other lawsuits
concerning Casio Digital Cameras. Specifically, all documents responsive to Papst Doc.
Request Nos. 15, 17-18 shall be produced.

13. Casio shall produce the requested documents concerning the Patents-In-
Suit. Specifically, all documents responsive to Papst Doc. Request Nos. 38, 39, 44, 45,
46,47, 48, 49, 50, 51, 53, 54, 55 and 74 shall be produced.

14. Casio shall produce the requested documents demonstrating the names of
individuals and businesses involved in Casio’s infringing activities. Specifically, all
documents responsive to Papst Doc. Request Nos. 56-58, 66 shall be produced.

15. Casio shall produce the requested documents relating to prior art and
related subject matter, and not just the prior art on which Casio intends to rely.
Specifically, all documents responsive to Papst Doc. Request Nos. 50, 51 and 53.

16. Casio shall produce the requested documents identified in, responsive to,
used in responding to, or relating to Papst’s First Set of Interrogatories. Specifically, all
documents responsive to Papst Doc. Request No. 71 shall be produced.

17. No Casio documents shall be withheld on the basis of confidentiality
given that Papst Licensing has agreed to keep any Casio confidential documents on an
outside counsel only basis until the protective order issues are resolved.



Case 1:07-mc-00493-RMC  Document 65-7  Filed 04/18/2008 Page 4 of 4
Casndd6:07-0176040B-RNR  Document 52-14 Fildcil6d/06/200007 Padradeofi of 4

DATED:

Deborah Robinson
United States Magistrate Judge
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

IN RE PAPST LICENSING GMBH & CO.
KG LITIGATION

Misc. Action No. 07-493 (RMC)
MDL Docket No. 1880

This Document Relates To:

Casig, No, 06-cv-1751

DECLARATION OF SATOSHI KATAKAI

I, Satoshi Katakai, hereby declare as follows:

1. I am a manager of 21 Development Section, Second Development Department,
QV Digitalcamera Unit, Product Depamnenl HQ at Casio Computer Co Ltd. (hereafter “Casio
Computer ’) and have been in this position since April 1, 2006.

2. I am in charge of digital camera design and manufacture at Casio Computer, and
as such I am familiar with how the cameras are designed and manufactured.

3. The vast majority of camera models are designed at Casio Computer, and detailed
specifications are sent to three other companies which independently assemble the cameras. One
of these companies is Yamagata Casio Co., Ltd., which is a subsidiary of Casio Computer. The
other two companies, Flextronics International 14d. and Ability Enterprise Co., assemble the
cameras in China.

4. Casio Computer has all the research and development on these designs, and
documents sufficient to show how these cameras are assembled and how they function.

5. Two camera models, the GV-10 and LV-10, and very few others never sold to the
United States, were designed and manufactured by third parties.

6. The GV-10 and LV-10, which were sold to Casio America in very small
quantities, were designed and manufactured by third parties Primax Electronics Ltd. and Mustek
Systems Inc., respectively. Some portion of the sales may have been after issuance of the
patents-in-suit.

7. Casio Computer has some documents showing the design, operation and
manufacture of these models. However, other more detailed documents would be in the custody
of Primax Electronics Ltd. and Mustek Systems Inc.

1-NY/2302145.2
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8. Casio Computer has hundreds of employees who are involved in some manner
with design, development, and testing of digital cameras. They generate incredible amounts of
documents and data every year, For Casio Computer to collect and review these documents, or
any significant portion of them, would be an extraordinary burden to Casio, requiring substantial
time and effort from many people, and would take many weeks to complete.

I declare under penalty of perjury under the laws of the United States of America that the
foregoing 15 true and correct.

Dated; April L“; 2008 .
By: = - et e
Satoshi Katakai

Manager

21 Development Section

Second Development Department

QV Digitalcamera Unit

Product Department HQ

Casio Computer Co., Ltd

1-NY/2302145.2 2
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

X
CASIO INC.,
: Civil Action No. 1:06 CV 01751
Plaintiff, : Judge: Gladys Kessler
: Magistrate: Deborah A. Robinson
\2 :

PAPST LICENSING GMBH & CO. KG,

Defendant,

X
X

PAPST LICENSING GMBH & CO. KG,

: Civil Action No. 1:06 CV 01751
Counter-Plaintiff, : Judge: Gladys Kessler
: Magistrate: Deborah A. Robinson
V. :

CASIO INC. and
CASIO COMPUTER CO., LTD.

Counter-Defendants :
X

DECLARATION OF KOICHI KANEDA

I, Koichi Kaneda, hereby declare as follows:

1. [ am a deputy general manager of QV Department, Overseas Marketing & Sales
Division, Global Marketing Headquarters at Casio Computer Co., Ltd. and have been in this
position since April 1, 2006.

2. I'am in charge of sales of Casio cameras outside of Japan, and am responsible for
knowing how Casio Computer products are being sold outside of Japan.

1-NY/2192755.1
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3. To my knowledge, with the exceptions noted below, all sales of Casio Computer
cameras into the United States are done through the United States subsidiary of Casio Computer
Co., Ltd. That subsidiary is Casio, Inc.

4, Casio Computer intends all United States sales to be done through Casio, Inc., and
does not permit sales in the United States by any other Casio-related companies. As a deputy
general manager, | would expect any instances violating this policy to be immediately brought to
my attention.

5. The only voluntary instance of Casio camera modules being sold into the United
States by any company other than Casio, Inc,, relates to an agreement Casio Computer had with
Pentax from 2002-2004. In that time period, Casio Computer sold camera modules to Pentax
and that company is believed to have sold some or all of its cameras containing Casio’s camera

module into the United States.

6. On occasion, I have heard reports of Casio cameras being available for sale in the
United States for prices lower than Casio, Inc. prices, and we suspect that these cameras are
being sold by third parties (not Casio, Inc. or any other Casio-related companies).

7. Casio Computer has hundreds of employees who are involved in some manner
with sales of cameras, and the amount of documents and other data related to cameras and
generated by those personnel over any given year is huge and nearly impossible to quantify. For
Casio Computer to collect and review these documents, or any significant portion of them, and
not including the documents from Casio Computer’s many subsidiaries, would take months of
time and would be an enormous burden.

I declare under penalty of perjury under the laws of the United States of America that the
foregoing is true and correct.

Dated: July 9, 2007 By: 7\V Z«a \/ .

Koichi Kaneda

Deputy General Manager

QV Department

Overseas Marketing & Sales Division
Global Marketing Headquarters
Casio Computer Co., Ltd,
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