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Commentaires de présentation
Conference LCII�Federation of Enterprises in Belgium, Brussels, Belgium, 29th February 2016, 13h30 – 17hhttp://www.lcii.eu/event/lcii-half-day-conference-regulating-patent-hold-up/ The goal of this panel is to increase the conference participants' understanding of the relationship between patents in standard setting (a.k.a. Standard Essential Patents or SEP), in particular within the limits of the SDO IPR Policy, and the possibility of being exposed to patent « hold-up ».  Standard Setting Organizations (SSOs) have been exploring changes to their licensing policies, in particular in relation to the commercial implications of FRAND pledges given by holder of Standard Essential Patents (“SEPs”). On the other hand, antitrust agencies and patent courts across the globe have been confronted with several waves of cases. Those proceedings have generated a thick, diverse and somewhat inconsistent body of case-law on a wide array of topics, including the availability of injunctive relief, patent valuation, portfolio licensing, practicing and non-practicing entities, etc. This conference seeks to provide a 360° state of play on patent hold-up in contemporary antitrust and patent policy. This panel could stimulate further research activities to better understand the role and limits of SDO IPR Policy in addressing « hold-up » situations in the wireless industry's ecosystem or elsewhere.
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Open Standards definition

Global Standards Collaboration (GSC) recognise an Open 
Standard when all the fundamental elements are included: 

1. the standard is developed and/or approved, and maintained 
by a collaborative consensus-based process;

2. such process is transparent;

3. materially affected and interested parties are not excluded
from such process;

4. the standard is subject to RAND/FRAND Intellectual 
Property Right (IPR) policies which do not mandate, but may 
permit, at the option of the IPR holder, licensing essential 
intellectual property without compensation; and

5. the standard is published and made available to the general 
public under reasonable terms (including for reasonable fee 
or for free).  [GSC10/Closing(05)12]
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Standards are used to prescribe what will/shall be the new technologies in embedded in products/services so to guarantee inter-operability. Open Standards are the result of a careful balance of interests among the different stake holders, in a contribution-driven environment under the self-regulating constraints of the SDO governance, technical working procedures, and IPR Policy. One of the Open Standards fundamental elements is to ensure that the standard will be accessible to all implementers, and the practice of SEP subject to Fair, Reasonable And Non-Discriminatory (FRAND) licensing terms and conditions negotiated and agreed between the SEP holder and the potential licensee. 

http://en.wikipedia.org/wiki/Global_Standards_Collaboration
http://www.itu.int/dms_pub/itu-t/oth/21/01/T21010000040011MSWE.doc
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Role of an SDO IPR Policy

To ensure wide dissemination of the Open Standard to 
implementers, the IPR Policy relies on : 

1. the commitment to grant a license for Standard Essential 
Patents (SEP) – unless declared otherwise

2. to potential licensees

3. on Fair, Reasonable And Non-Discriminatory (FRAND) terms 
and reciprocal conditions. 

The meaning of Reasonable is qualitative – not quantitative – and 
is assumed to be defined in good faith negotiations. 

The whole IPR Policy is assuming fair-play and good faith 
dealings and does NOT attempt to address cases of abusive or 
bad conduct. 
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Wide-spread dissemination of Open Standards adopted by a SDO relies on an IPR Policy that obliges SEP holders to commit to grant a license of their SEP to potential licensees on FRAND terms and conditions, subject to reciprocity. The meaning of Reasonable in FRAND is qualitative - not solely quantitative - as it applies to all the license terms and conditions and will be determined as a result of good faith negotiation between the SEP holder and a potential licensee, or in case of dispute, by a Court decision. A FRAND-based IPR Policy generally assumes fair-play and good faith dealing among the parties and defines rights and obligations. As such, it does not attempt to address abusive or bad conduct cases and would inevitably fail to do this exhaustively. That is why such cases are ultimately resolved in Court. 
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Diversity of « Hold-Ups »

Hold-up (abuses) can be exercised by SEP holder and/or potential 
licensee on e.g. : 

1. Royalties (SEP valuation, meaning of Reasonable, stacking)

2. Other licensing terms and conditions

3. SEP validity and essentiality

4. Infringement (i.e. is the feature covered by SEP implemented?)

5. Threat of litigation, including risk of injunctive relief

6. Timing (ex-ante, ex-post) : 

– SEP declaration (existence, licensing terms)

– Patent Holder seeking a license from a potential licensee

– Potential licensee not seeking a license from a SEP Holder
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Patent « hold-up » cases can be very diverse if one accepts that it is linked to abuses coming either from the SEP holder or the potential licensee. One additional dimension to take into account is where the potential licensee is also a SEP holder at the same time. And indeed, theoretical and real-life examples show cases where such abuses occurred or are likely to occur. 
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Regulatory means in SDO (non-exhaustive)

1. Bylaws and IPR Policy

2. Pre-determination of royalties (e.g. Royalty-Free), or pre-defined 
license or license type (e.g. Non-Assert)

3. SEP declaration mandatory + selection of licensing option

– Missing “obligation” from potential licensee to take a FRAND license ? 

4. Disclosure of the most restrictive licensing terms by SEP holder

5. Review of licensing terms (not negotiation)

6. No technical essentiality assessment, nor SEP landscaping

7. Mediation / arbitration if dispute {not used where existing}

 No involvement of SDO in private licensing disputes (resource, 
competence/experience, exposure) to be solved in Court

 Contractual benefits limited to its members (no protection against 
non-members)
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For a long time, an increased number of self-regulatory mechanisms, mandatory or optional, have been incorporated in SDO IPR Policy. It is nevertheless interesting to note that there is no counterpart “obligation” from the potential licensee to take a FRAND license from the SEP holder, as the IPR Policy assumes that a potential licensee would take a FRAND license after negotiation or in fine by Court decision. For the moment, SDO did not adopt a SEP landscaping or any form of essentiality assessment, but some are starting to consider it as another regulatory means that could increase transparency of SEP declarations. For competition law reasons, SDO refrain from being involved in private licensing disputes, which are adequately resolved in Court. However, an IPR Policy is a contract between a SDO and its members, and among SDO members. It does not confer any right or protection against non-members, such as Patent Assertion Entities (PAE). 
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Recent developments in SDO IPR Policy

No consensus to

1. Limit the right to seek or enforce injunctive relief in case of 
infringement of a declared SEP

2. Define or quantify the meaning of Reasonable in FRAND

3. Grant a license at the demand of any implementer
regardless its position in the manufacturing chain

Consensus to 

 Include rules covering the transfer of SEP rights so to be an 
encumbrance on the FRAND-declared SEP

 Look for means to improve transparency in SEP declarations

 Look for means to permit SDO to deliver software under an 
Open Source license in a way compatible with the IPR Policy
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SDO IPR Policies are under frequent review and adaption to changing environmental conditions. After many years of meetings, contributions, e-mail exchanges, there is no consensus on the existence of a systemic hold-up problem caused by abusive royalty demands under the threat of an injunction from SEP holders and that would affect all potential licensees. There is no recognition of the reverse hold-up problem either, where the potential licensee refuses to negotiate and would only be forced to take a license on FRAND terms as and when decided by a Court. Nor is there consensus to adopt a universal method for royalty determination based on the concept of Smallest Saleable Patent Practicing Unit which is used in damage calculation in the USA. Finally, there is no consensus that any implementer should be in a position to demand a license, regardless the licensing program defined by the SEP holder where that implementer does not qualify as a potential licensee. There is broad consensus to recognize a FRAND licensing declaration as an encumbrance to a SEP, so that any subsequent patent holder would still be subject to the irrevocable commitment contained in the original declaration.And participants are eager to discuss less litigious topics, such as improving the transparency of SEP declarations and the possibility to deliver a software compliant with a standard  (e.g. a reference implementation) under an Open Source license while respecting the spirit of the SDO IPR Policy. A little fresh air after 5 years of stormy discussions is more than welcome !
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We are moving ! Please note the new address and telephone number starting from Monday 11th April 2016. 
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