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|. INTRODUCTION

The United States Court of Appeals for the Federal Circuit’s re-
cent decision in the Rambus, Inc. v. Infineon Technologies AG litiga
tion has sparked a flurry of activity, as well as considerable
consternation, in standards development organizations (“SDOs”).!
The court unabashedly criticized the SDO at issue, the Joint Electron
Device Engineering Council (JEDEC), for a “staggering lack of
defining details” in its patent policy and failure to define clearly
“what, when, how, and to whom the members must disclose [patent
information].”? This criticism has led numerous SDOs of all shapes
and sizes to re-examine and revise their patent policies. In particular,
SDOs have been revisiting fundamental questions about how to estab-
lish an optimal patent disclosure policy that satisfies mission-critical

1. Rambus, Inc. v. Infineon Techs. AG (“ Rambus I1”), 318 F.3d 1081 (Fed. Cir. 2003),
cert. denied, 124 S. Ct. 227 (2003). An “SDQO” is a domestic or international organization
that usually forms committees to develop consensus standards. See Kathleen M.H.
Wallman, The Role of Government in Telecommunications Sandard-Setting, 8 COMMLAW
CONSPECTUS 235, 235-36, 239 (2000). A standard contains technica reguirements and
recommended practices for performance of any device, apparaus, system, or phenomenon
associated with a specific field. Seeid. at 237. Standards devel opment in the United Statesis
conducted largely by well-established private not-for-profit organizations. See id. at 238.
Much of the standards activity in the United States is done under the supervision of the
American National Stendards Ingtitute (“ANSI”), a private non-profit organization that
administers and coordinates the U.S. voluntary standardization and conformity assessment
system. See ANS, ABour ANS  OvERVIEW, at http://www.ans.org/
about_ansi/overview/overview.aspx?menuid=1 (last visited Mar. 16, 2004). In this Article,
the term “SDO” covers al of these established as well as less-forma standards-setting
groups. However, the patent disclosure principles and provisions discussed here are likely
most relevant to the more formal, established SDOs. The smaller consortia and specia
interest groups (“SIGS”) typically focus on only one or afew standards, and members typi-
cally agree up front to license any patent claims covering the resulting standard(s). This
makes patent disclosure reguirements less critical for these groups See, e.g., BLUETOOTH,
PATENT & COPYRIGHT LICENSE AGREEMENT, at https://www.bluetooth.org/
docman2/ViewProperties.php?group_id=6& document_content_id=101 (last visited Apr. 5,
2004).

2. Rambusll, 318 F.3d at 1102.
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but sometimes competing goals. Those goas include encouraging
participation in and contributions to the SDO as well as facilitating the
efficient adoption and widespread implementation of technical stan-
dards. Gods aso may include deterring “gaming” of the process to
the greatest extent possible. Bad actors may attempt to use unfairly
information learned from the SDO, or they may assert patents they
failed to disclose to the SDO against implementers of the very stan-
dard they helped shape.

There are several questions that are currently on the minds of
most SDOs and SDO member companies. Should an SDO'’s patent
policy require or merely strongly encourage disclosure? Should dis-
closure be triggered based on an “objective’ standard (i.e., the reason-
able person) or on a “subjective’” standard (.e., the persona and
actual knowledge of the member company’s representative(s) in the
SDO)? Should there be some hybrid of these standards? What are the
appropriate minimum contents of patent disclosures? Should the
minimum disclosure requirement be different for published patents
and applications compared to unpublished applications? What is the
optimal point in time at which the disclosure must (or should) be
made (e.g., as soon as reasonably possible after the relevant patent
information becomes known, prior to final adoption of the standard,
or by the end of a specified review period)? What disclosure obliga
tions should be imposed on SDO members who withdraw from the
SDO or from an SDO working group while a standard is being devel-
oped? What should be the consegquences under the policy, if any, for
failure to disclose? Should a default licensing obligation be applied to
amember’s necessary claims (whether contributed by such member or
by some other party) if the member fails to disclose such claims to the
SDO by a certain date?

These questions and their proposed answers form the substance of
this Article. The Rambus |l decision has significantly changed the
SDO landscape in general and the approach to patent policies in par-
ticular. Most importantly, SDOs must add greater clarity to their pat-
ent disclosure policies. Additionally, SDOs must re-examine each of
the above questions in light of not only Rambus Il but also recent de-
velopments in the business environment. In this new business climate,
products increasingly implement technical standards, which play an
even greater role in interoperability in many industries. Also, the
number of patents that are gplied for and issued has dramatically

3. A “necessary claim” is a claim necessarily infringed by implementation of a standard
developed by a working group in which the patent-holding member or its representaive
actually participated. A member’s necessary claims can cover either the member’s (or its
affiliates’) own contributions to the standard or the contributions submitted by another
member or party. Necessary clamsin this latter category are referred to as * non-contributed
necessary clams,” and they receive different disclosure and licensing obligations in the
sample provisionsin the Appendix.
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increased, and companies increasingly look to their intellectual prop-
erty portfolios as a potential bargaining tool for standards participa
tion or as a source of new or expanded revenue.

There is no one-size-fits-all approach for an SDO Intellectual
Property Rights (“IPR") policy. Also, the significant diversity among
SDOs prevents ay dtempt to divine and establish uniform patent
disclosure rules for dl SDOs. However, there are certain core patent
disclosure provisions that SDOs should more consistently adopt to
achieve the optimal balance of the competing objectives identified
above.® This Article discusses the following core patent disclosure
provisions, different parts of which often exist in individual SDO IPR
policies but are rarely combined to provide a coherent, optimal g-
proach:®

1. Disclosure Obligation. SDO members should be required, as
opposed to merely encouraged, to disclose certain informa
tion regarding their own patent rights.

4. For additional background and insight into the intersation of SDOs and IP rights, see,
for example, James C. De Vdllis, Patenting Industry Sandards: Balancing the Rights of
Patent Holders with the Need for Industry-Wide Standards 31 AIPLA Q.J. 301, 304 (2003).
De Véliswrote

The unprecedented technologica growth of the last couple of dec-

ades, accompanied by the global reach of the Internet, has made stan-

dardization increasingly important ... . Partly as a result of these

opportunities and partly as a consequence of expanded interpret aion

of patent laws, patents covering Intemet technology, especidly elec-

tronic commerce, have emerged as one of the faster growing areas of

patent law.
Id. (footnotes omitted); see also Mark A. Lemley, Intellectual Property Rights and Stan-
dard-Setting Organizations 90 CAL. L. Rev. 1889 (2002); Michael G. Cowie & Joseph P.
Lavelle, Patents Covering Industry Sandards: The Risks to Enforceability Due to Conduct
Before Standard- Setting Organizations 30 AIPLA Q.J. 95 (2002); Janice M. Mueller, Pat-
enting Industry Standards 34 J. MARSHALL L. REV. 897 (2001); Mark R. Patterson, |nven-
tions, Industry Sandards, and Intellectual Property, 17 BERKELEY TECH. L.J. 1043 (2002);
Michael J. Schallop, The IPR Paradox: Leveraging Intellectual Property Rightsto Encour-
age Interoperability in the Network Computing Age, 28 AIPLA Q.J. 195 (2000); Carl
Shapiro, Navigating the Patent Thicket: Cross Licensing, Patent Pools, and Sandard Set-
ting, in 1INNOVATION POLICY AND THEECONOMY 119 (Adam Jeffe et d. eds,, 2001).

5. InthisArticle, theterm “patent disclosure policy” is used to refer to a distinct subsec-
tion of an SDO's PR policy that describes the responsibilities of SDO membersto divulge
certain specified information regarding issued patents or patent applications that may con-
tain necessary patent claims covering a given draft or adopted standard. The term also refers
to the consequences that can flow from the breach of those responsibilities. Other important
aspects of an SDO’s IPR policy that are not addressed in this Article are the patent license
provision and associated key definitions (such as“Necessary Clams’ and “ Compliant Por-
tions"), withdrawal and survivability provisions, copyright provisions, trademark provi-
sions, provisions on treatment of contributed material as confidential or non-confidentia,
and various miscellaneous provisions (such as governing law, disclaimers, limitations of
lighility, provisions regarding how to update the policy, et ceterg).

6. As explained below, it isimportant that a member’s disclosure and licensing obligation
be focused on the SDO working group(s) in which the member (or its representatives) act u-
ally paticipate, rather than all of the SDO’ s activities.
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2. Personal Knowledge Disclosure Standard. SDO members
should be required to disclose any patent or patent application
that the member’s individua representative personaly and
actually knows about and which he or she believes contains
patent claims that would necessarily be infringed by imple-
mentation of the required portions of the final standard (“nec-
essary clams’). No patent search is reguired, and the
collective or aggregate knowledge of the individual represen-
tative's member organization (or of its affiliates or employ-
ees) is not imputed to the representative. However, a member
is prohibited from intentionally isolating its SDO representa
tive(s) from potentialy relevant patent information within the
member organization to avoid this disclosure obligation.’

3. Timing of Disclosure Disclosure with regard to the mem-
ber’s own patent rights (whether based on the member’s own
contributions to the standard or the contributions of other par-
ties) must occur as soon as reasonably possible after the
member’s individual representative becomes aware of the
relevant patents or patent applications based on the knowl-
edge standard set out in Item 2, above. In dl cases, disclosure
must occur prior to the member’s withdrawal from the SDO
or from the individual technical working group.

4. Minimum Contents of Disclosure For issued patents and
published patent applications containing necessary claims,
disclosure must include: (1) the name of the patent rights
holder/applicant, (2) contact information for license applica-
tion (if the patent rights holder is either required or willing to
license), (3) the patent number or application number, and
(4) the draft standard to which the disclosure relates. For un-
published patent applications, the disclosure must include:
(1) the name of the patent rights holder/applicant, (2) contact
information for license application (if the patent rights holder
is either required or willing to license), (3) the fact that an
application exists containing the asserted necessary claims
(but not the number or contents of the application), and
(4) the draft standard to which the disclosure relates. More-
over, if a member is unwilling to license any of its non-
contributed necessary claims contained in unpublished appli-
cations on a least reasonable and nondiscriminatory
("RAND") terms and conditions, the member must also iden-
tify the portions of the draft standard on which the asserted

7. Although at times this Article uses the shorthand phrase “disclose necessary claims,”
technically the patent claims themselves are not disclosed. Rather, the patents and patent
applications containing such necessary claims are disclosed, even though the necessary
claims are what the patent rightsholder actualy licensesin theend.
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non-contributed necessary claims of such unpublished patent
application read.

5. Review Period. During this specified sixty-day period, all
SDO members that participated in the relevant working group
must review the draft standard. A member must disclose any
non-contributed necessary claims contained in patents or pat-
ent applications not previoudly disclosed under Item 1, above,
if the claims cover the draft standard and if the member is
unwilling to license them to al implementers on compensa
tion-free and otherwise RAND terms and conditions. If a
member does not wish to license these claims on at least
RAND terms and conditions to al implementers of the stan-
dard, it must withdraw prior to the end of the review period in
order to avoid this RAND licensing commitment. Any of the
member’s non-contributed necessary claims that are not dis-
closed prior to the end of the review period will be subject to
the same default RAND licensing commitment to al imple-
menters that applies to a member’'s contributed necessary
claims.

6. Possible Optional Limited Disclosure Exemption for Roy-
aty-free Licensing Commitment. It is an acceptable option
for an SDO to allow a member to be exempt from the obliga-
tion to disclose necessary claims as long as the member com-
mits to license them to al implementers on a compensation-
free basis and under other reasonable terms and conditions.

Section |1 of this Article summarizes and analyzes the Rambus
civil litigation, including the lower court and Federal Circuit decisions
in the Infineon lawsuit as well as the recently dismissed FTC antitrust
action against Rambus. Section Ill elaborates on the post-Rambus
core patent disclosure policy provisions summarized above. Fnaly,
the sample model provisions laid out in the Appendix attempt to
breathe life into these core provisions in specific language that has
already been included (in various forms) in certain SDO policies. This
Appendix should be useful to other SDOs and their members as they
consider possible revisions to the key disclosure provisions of their
patent policies.®

8. The Supreme Court recently denied certiorari in the Rambus civil litigation. See In-
fineon Techs. v. Rambus, Inc., 124 S. Ct. 227 (2003). This preserves Rambus's victory at
the Federa Circuit level and set sthe path for anew trial. The FTC filed an antitrust action
against Rambus befare an FTC administrative law judge (“*ALJ’") under Section 5 of the
FTC Act. See Complaint, In re Rambus, Inc. (F.T.C. June 18, 2002) (No. 9302), at
http://www.ftc.gov/og/adjpro/d9302/020618admincmp.pdf. The complaint, which is a
broader inquiry than the common-law fraud complaint at the heart of the Rambuscivil liti-
gation, recited many of the same facts as the Rambus civil litigation regarding Rambus's
potential abuse of the standards-setting process through deliberate concealment of patents.
Although an ALJ recently issued an Initial Decision dismissing the FTC's complaint, the



No. 2] Disclosure Policiesin a Post-Rambus World 481
Il. THE RAMBUS PROCEEDINGS
A. The Rambus Civil Litigation
1. Background

Rambus, Inc. develops and patents memory technologies used in
semiconductor memory devices, such as computer memory.” Rambus
does not manufacture any memory devices itself but relies instead on
licensing its patent portfolio for revenue.'® Patent applications on
Rambus technology go back to April 1990, when Rambus filed its
first patent application, U.S. Patent Application Serial No. 07/510,898
(the “* 898 Application™), with claims directed to a computer memory
technology known as dynamic random access memory (*DRAM”).!
In the course of prosecuting the '898 Application (since abandoned)
over the next several years, Rambus filed numerous divisional*® and
continuation™® applications, at least thirty-one of which have issued as
patents'* Many of these patents claimed aspects of a memory tech-

FTC Complaint Counsel has already filed a notice of appeal to the full Commission. Seeln
the Matter of Rambus, Inc., 2004 FTC LEXIS 17 (F.T.C. Feb. 23, 2004); Notice of Apped,
In re Rambus, Inc. (FT.C. Mar. 1, 2004) (No. 9302), at http://www.ftc.gov/
os/adjpro/d9302/040301noticeofapped .pdf. It is possible that these pending proceedings
could lead to changes in the Rambuslitigation to date and/or in the potential liability faced
by Rambus. However, any such changes should not affect the substance of this Article;
rather, the core patent disclosure provisions discussed in Section 111 and the sample model
language presented inthe Appendix are designed to, and should, continue to be relevant and
appropriate for consideration and use by SDOs regardess of the substantive outcomes of
these pending proceedings.

9. SeeRambusl |, 318 F.3d 1081, 1084 (Fed. Cir. 2003).

10. Se id.; Rob Landley, Driving the RAM-bus THE MoTLEY FoOL, at
http:/iwww fool .com/dudlingfool §2000/duelingfool S00082304.htm (“Rambus will
ALWAY S be more expensive than the dternative because of the licensing fees Rambus
charges actud silicon manufacturers. . . .") (last visited Mar. 16, 2004).

11. SeeRambusl |, 318 F.3d at 1084

12. See35U.S.C. § 121 (2004) (“ If two or more independent and distinct inventions are
claimed in one application, the Director may reguire the application to be restricted to one
of the inventions.”). In response, the inventor elects to prosecute one of the two or more
distinct inventionsin the original application, and the unelected inventions are abandoned
and become part of the public domain unless the inventor files divisional applications di-
rected to the unelected inventions. The divisona applications are copies of the original
application and are generally accompanied by a preliminary amendment that cancels the
claims directed tothe inventionsin the origina and any other divisional applicationsso that
only the claims of the distina invention remain for examination.

13. A patent application can be a parent to one or more later-filed applications, known as
“continuation” applications. These applications generally claim inventions outside the scope
of the claims remaining in the parent (for instance, disclosed but unclaimed inventions).
These continuation applications have the same disclosure as the earlier filed parent applica-
tion, and they claim the benefit of the filing date of the earlier application See 35 U.S.C.
§120 (2004). This means that later-filed continuation applications are considered to have
been filed on the date that the earlier filed parent application was filed for purposes of ex-
amining patentability .

14. SeeRambus 318 F.3d at 1084.
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nology known as Rambus DRAM (“*RDRAM”).** Rambus also filed
an international PCT patent application under the Patent Cooperation
Treaty (the “WIPO Aé)plication”) in April 1991, claiming priority to
the *898 Application.

In February 1992, Rambus officially joined JEDEC,’ an SDO as-
sociated with the Electronic Industries Association (‘EIA”) that de
velops standards for semiconductor technologies, including standards
for RAM.*® JEDEC required its members to license their patents on
RAND terms if patented technology was included in a standard.*

Rambus disclosed to a JEDEC committee its first-issued RDRAM
patent, U.S. Patent No. 5,243,703 (the * 703 Patent”), a divisional of
the '898 Application, shortly after it issued in September 1993.%°
JEDEC adopted and published a standard for synchronous d/namic
random access memory (“SDRAM”) after Rambus became a member
but before Rambus disclosed the 703 Patent.”* As a divisiond, the
written description of the *703 Patent was substantialy identical to
that of the *898 Application.?? Around the same time, another JEDEC
member disclosed Rambus's WIPO application to the organization.?®

Rambus withdrew from JEDEC in June 1996.>* After leaving
JEDEC, Rambus continued to file divisional and continuation patent
applications based on the '898 Application.”® In December 1996,
JEDEC began work on a standard for double data rate-SDRAM
(“DDR-SDRAM?”), the successor to SDRAM technology.?® JEDEC
adopted and published the DDR-SDRAM standard in 2000.%’

In late 2000, Rambus sued Infineon Technologies AG, a German
manufacturer of semiconductor memory devices (including SDRAM
and DDR-SDRAM technology) and a member of JEDEC, for infring-
ing patents allegedly covering Rambus's basic DRAM technology.®
Infineon counterclaimed that Rambus committed fraud by seeking to
patent the technology being standardized at JEDEC while participat-
ing as a member and not disclosing its patents to JEDEC so that it

15. S=id.

16. Seid. at 1084-85.

17. See EDEC, AsouT JEDEC, at http://www.jedec.org/Home/about_jedec.cfm (last
visited Mar. 16, 2004).

18. See318 F.3dat 1085.

19. Seeid. at 1098.

20. Seid. at 1085.

21. Seeid.

22. Seid.

23. Seeid. at 1099.

24. Seeid.

25. Seid.

26. Seeid.

27. Seid.

28. Seeid. at 1086.
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could later bring the infringement suits against implementers of the
standard?®

2. Digtrict Court Decision

The jury in federal district court found in Infineon's favor on
nearly al counts finding actual and constructive fraud for Rambus's
JEDEC participation for both the SDRAM and DDR-SDRAM stan-
dards.*® Following the trial, the judge denied in large part Rambus's
petition to set aside the verdict through a judgment as a matter of law
(“IMOL").%! The judge upheld the jury’s findings that Infineon did
not infringe the Rambus patents and that Rambus had committed
fraud during the SDRAM (but not the DDR-SDRAM) standardization
process.*? Specificaly, the court noted that to support a claim of a-
tua fraud, the plaintiff must prove the following elements: “(1) A
false representation or an omission (when there is a duty to disclose);
(2) of a material fact; (3) made intentionally and knowingly; (4) with
;[253] intentgsto mislead; (5) reasonable reliance by the party [mis-

29. Seeid. Moreover, Rambus, in cases nearly identical to its suit against Infineon, sued
both Micron Technology and Hynix (formerly Hyundai) for patent infringement and was, in
turn, countersued for fraud. See Complaint for Declaratory Judgment of Non-Infringement,
Invalidity and Unenforceability; Breach of Contract; Breach of Contract by Third Party
Beneficiary; and Breach of Contract — Promissory Estoppel, Hyunda Elecs. v. Rambus,
Inc. (N.D. Cd. Aug. 29, 2000) (No. 00-CV-20905), at http://www.rambusite.com/
HyundaiV sRambus/Docket01.htm; Complaint, Micron Tech. v. Rambus, Inc. (D. Del. Aug.
28, 2000) (No. 00-CV-792), at http://www.rambusite.com/MicronVsRambus/
Docket01.htm. These cases have been held in abeyance pending the outcome of theInfineon
suit. See, e.g., Order: the Status Quo Will Be Maintained in This Action Until aDecisionis
Rendered by the Federal Circuit in the Infineon Matter, Micron Tech. v. Rambus, Inc. (D.
Del. June 28, 2002) (No. O0O0CV-792), at http://www.rambusitecom/
MicronVsRambus/Docket.htm. However, Rambus's suit with Infineon is widely viewed as
the one that will make or bresk Rambus's claims. See Juan Carlos Perez, Rambus I nfineon
Case Prepares for New Tria, COMPUTERNEEKLY.cOM, Oct. 7, 2003, at
http:/iww.computerweekly.com/Article125473.htm. Other companies, including Hitachi,
Samsung, and Toshiba, among others, have agreed to license the Rambus technology that is
the subject of the above lawsuits. See Brian Lund, Rambus Captures Samsung, THE
MOTLEY FooL, Nov. 1, 2000, at http://www.fool .com/news/2000/rmbs001101.htm

Recently, the European Patent Office announced it would revoke one of Rambus's pé -
ents, EP 0525 068, but awritten ruling clarifying the decision was not available by publica-
tion date. See Tony Smith, Europe to Revoke Rambus Memory Patent, THE REGISTER, Feb.
18, 2004, at http://www.theregister.co.uk/2004/02/18kurope_to_revoke rambus_memory1.

30. See Rambus, Inc. v. Infineon Techs. AG (“Rambus I'), 164 F. Supp. 2d 743, 748
(E.D. Va 2001), rev'd in part, vacated in part, aff'd in part, renanded by 318 F.3d 1081
(Fed. Cir. 2003), cert. denied, 124 S. Ct. 227 (2003).

31. Seeid. at 775.

32. Seid. at 751.

33. Id. a 750 (citing ITT Hartford Group v. Virginia Fin. Assoc., Inc., 520 SE.2d 355,
361 (Va 1999)). Thedistrict court contended that there is a sixth element of fraud, that of
“resulting damage to the party misled.” Id. This element was extensively litigated, and the
lower court ultimately upheld legal fees as well as a punitive damage verdict of $3.5 mil-



484 Harvard Journal of Law & Technology [Val. 17

The court determined that the disclosure policy as practiced by
JEDEC mandated that JEDEC members disclose patents and patent
applications related to the work of JEDEC, regardless of what the
published JEDEC patent manuals might have said.** Given this duty,
the court found that Rambus misrepresented the patents that it did
have and omitted others from disclosure® These acts and omissions
were material because the patents were related to the SDRAM stan-
dard, so the court concluded that the patents should have been dis-
closed® The court then stated that Rambus clearly knew of its
disclosure obligations and knowingly abrogated them.®” Moreover, the
court identified intent to mislead from evidence showing Rambus's
plan to bring patent infringement suits arising from JEDEC.*® Finally,
the court found that Infineon had proven reliance because Rambus
made no disclosures when Infineon and other JEDEC members raised
specific patent issues with Rambus.®

lion, which it reduced to $350,000. However, the extent of the damages is not relevant to
whether there was in fact fraud committed by Rambus. Seeid. at 750, 758—65.

34. Sxeid. at 751-52. The court stated:

[T]he testimony of those witnesses respecting the policy and practice
at JEDEC was corroborated by the evidence from JEDEC's meeting
minutes documenting that members of JEDEC actually disclosed
pending patents prior to 1993. ... Furthermore, Infineon demon-
strated that Rambus dficials themselves understood that it was
JEDEC's practice to require disclosure of pending patent applica-
tions.

Id.; seeasnid. at 753 n.3. Here, the court stated:
JEDEC policy requires disclosure of all patents and patent applica-
tionswhich “related” to thework of JEDEC. The basis of the broader
scope of the policy is quite clear because the patent holder or appli-
cant is in the best position to determine the scope of its intellectual
property claim and, therefore, its application to JEDEC' swork. Here,
Rambus clearly knew that it was in the process of expanding the
claims based on the ' 898 patent to cover the SDRAM technology.

Id.

35. Seid. at 754-56.

36. Seid. at 753 n.3. Thedistrict court’s decision relied on the fact that Rambus violated
the JEDEC patent disclosure policy, rather than articulating an independent duty to disclose.

37. Seid. at 756 (“Infineon, for example, proved that Rambus' president, David Moor-
ing, and its JEDEC representatives, Garrett and Crisp, knew of the disclosure obligation.
Rambus' executives discussed these duties with the lawyers who were prosecuting the com-
pany’s patent applications. Rambus conduct, viewed in light of that knowledge, under-
scoresthe proof of scienter.”).

38. S=eid. (“Rambus. .. sought to patent the technology keing discussed at JEDEC so
that it could later bring patent infringement suits Furthermore, e-mails written by [Rambus
JEDEC representative] Richard Crisp show that, rather than informing JEDEC about its
issued and pending patents, Rambus intentionally decided to keep these secret.”). The court
also found that Rambus had made affirmatively mideading statements designed to persuade
JEDEC membersthat it had no relevant patent applications, when in fact it did.

39. Seid. at 757-58. The court stated:

Infineon offered proof from which the jury could have found that the
course of conduct between the parties reveals not that Infineon knew
of the patents, but rather that it had concerns about Rambus’ patent
rights. Infineon also proved that Rambus intentionally misled In-
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Thus, the court denied Rambus JMOL for the SDRAM actual
fraud verdict because it found that Rambus had clearly committed
fraud in its dealings with JEDEC, but the court granted Rambus
JMOL for the DDR-SDRAM constructive fraud verdict** The court’s
decision was cross-appealed to the Federal Circuit.*!

3. Federd Circuit Decision

On appeal, the Federal Circuit upheld the district court’s grant of
JMOL to set aside the DDR-SDRAM fraud verdict but reversed the
district court’s denia of IMOL to set aside the SDRAM fraud verdict.
The Federal Circuit also ruled that the lower court erred in its inter-
pretation of the Rambus patent claims. Specifically, it disagreed with
the court’s construction of certain critical terms in the patents. As a
result, it vacated the lower court’s decision and remanded the case for
the district court to reconsider nfringement in light of its revised
claim construction.

Additionally — and importantly for al SDOs and their mem-
bers — the court vacated the fraud holding because it found that sub-
stantial evidence did not support the jury finding that Rambus
breached the relevant patent disclosure duty during its participation in
the JEDEC standards committee.

a. Rambus Had a Duty to Disclose

The Federa Circuit found that the written JEDEC patent policy
was extremely vague and did not expressly require members to dis-
close patent information. In fact, the court strongly criticized JEDEC
for failing to set forth clear policies. It criticized the “staggering lack
of defining details” in the JEDEC patent policy and stated that “a pol-
icy that does not define clearly what, when, how, and to whom the
members must disclose does not provide a firm basis for the disclo-
sure duty necessary for a fraud verdict.”** The court added, “Just as
lack of compliance with a well-defined patent policy would chill par-
ticipation in open standard-setting bodies, ater-the-fact morphing of a
vague, loosaly defined policy to capture actions not within the actual
scope of that policy likewise would chill participation in open stan-
dard-setting bodies.”** Nonetheless, because the JEDEC members

fineon when it and other JEDEC members raised those concerns with
Rambus, thus inducing Infineon to believe that Rambus did not have
any SDRAM patents or gpplications.
Id.

40. Sxeid. at 750-51, 758.

41. SeeRambusl I, 318 F.3d 1081, 1086 (Fed. Cir. 2003).

42.1d. & 1102.

43. |d.a 1102 n.10.
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testified that they treated the ambiguous language in the written policy
as imposing a disclosure duty, the court found as a matter of fact that
such a duty existed. Therefore, Rambus had a duty to disclose patent
information while it was a member **

b. The Scope of Rambus's Duty to Disclose

In analyzing the scope of Rambus's duty to disclose, the Federa
Circuit initially focused on the language of the JEDEC patent policy
that encouraged disclosure of information “covered by” patents or
pending patents. The court concluded that this language indicated that
JEDEC identified the duty to disclose “based on the scope of claimed
inventions that would cover any standard and cause those who use the
standard to infringe.”

The Federa Circuit then turned to the well-established under-
standing of JEDEC members that disclosure was required for patents
and patent applications related to the standardization work of a
JEDEC committee. Based largely on JEDEC members' testimony, the
court found that whether a patent or application is related to the stan-
dard depends on the actual patent claims of the patent or application,
rather than on the description of the patent or application.*

Combining its findings about the “covered by” language of the
written policy and about the group’s undersanding of patents and
applications related to a JEDEC standard, the Federal Circuit con-
cluded that a JEDEC member was required to disclose a patent or go-
plication only when a clam “reasonably might be necessary to
practice a standard.”*’ The court stated that this would not require a
formal infringement analysis. Rather, the duty operates “when a rea-
sonable competitor would not expect to practice the standard without
alicense under the undisclosed claims. Stated another way, there must
be some reasonable expectation that a license is needed to implement
the standard.”*®

44. Seid. a 1098. Importantly, the court analyzed the issue of whether a disclosure duty
existed as a question of fact for the jury because the district court had analyzed it this way
and because neither party challenged this analysis on appeal. Seeid. at 1087. However, the
court aso noted that the law in related areas “ strongly suggests that this issue may well bea
legal question with factual underpinnings [for the court to decide].” Id. a 1087 n.3.

45. |d. at 1098.

46. Seeid. at 1099.

47.1d. at 1100.

48. 1d. at 1101. By contrast, the dissent, citing a JEDEC manual, interpreted the duty of
disclosure mandated by the patent policy as requiring disclosure not only of patents and
pending applications containing essential patent claims (as the majority had found) but also
of relevant patents and pending applications, i.e., those that “ might be involved in the work
of the committee” during the development of the standard. I d. at 1115 (Prost, J., dissenting).
The dissent aso argued that “[t]he mgjority’s comparison of pending claims to the final
standard does not take into account the possibility that, during the course of its work, the
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Finally, the Federal Circuit concluded that the record failed to
show that the JEDEC patent policy applied the above disclosure obli-
gation to a participating member’s future plans or intentions. There-
fore, while disclosure was required for “certain patents or pending
patents,” it was not required for “a member’s intentions to file or
amend patent applications.”*°

¢. When Rambus's Duty to Disclose Arose

The Federa Circuit found that the JEDEC written patent policy
did not state when a committee member’s duty to disclose arose.
Based on its review of the testimony, however, the court held that
“[t]he most a reasonable jury could conclude is that the disclosure
duty is triggered when work formally begins on a proposed stan-
dard.”*® Moreover, the court held that the disclosure inquiry was not
only claim-specific (as noted above), but also standard-specific (i.e.,
the disclosure duty applicable to one standard is not triggered by dis-
cussion of proposds aimed at a different standard).>*

d. No Breach of Rambus's Duty to Disclose

Despite the fact that Rambus had a duty to disclose “reasonably
necessary” patent claims, the Federa Circuit held that the evidence
did not support a finding that any of the issued or pending Rambus
patent claims fell within this disclosure duty. The court based its hold-
ing on the fact that no Rambus patent claim would be necessary to
practice the standard in the case of the SDRAM standard and the fact
that Rambus had withdrawn from JEDEC before formal consideration
of the standard had begun in the case of the DDR-SDRAM standard.

Two key factors led to these conclusions. First, the Federal Cir-
cuit majority found that Infineon, not Rambus, failed to meet its bur-
den of proof that there were reasonably necessary claims. Specifically,
Infineon had to “present clear and convincing evidence that thereis a
reasonabl e expectation that the standard cannot be practiced without a
license under the undisclosed claims.”>? Second, the court held that

the duty to disclose at issue was based on an “objective standard” (i.e.,

committee considers, debates, rejects and amends various proposas as the standard
evolves.” Id. at 1111 (Prost., J., dissenting).

49. |d. at 1102.

50. Id.

51. Seeid. at 1101-02.

52. Id. at 1102-03. By contrast, the dissent argued that Rambus bore the burden of show-
ing that it “did not actually have any pending claimsthat read on the standard” as a defense
to rebut Infineon’s fraud case. Id. at 1117 (Prost, J., dissenting). To this the mgjority re-
sponded: “Whether Rambus had claims that reasonably might read on the standard, how-
ever, goes to the question of whether Rambus breached its disclosure duty. It is not a
defense for Rambus to prove, but an element of Infineon’sfraud case.” Id. at 1105 n.11.
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whether in fact a Eatent claim “reasonably might be necessary to prac-
tice a standard”).>® Therefore, Rambus's JEDEC representatives per-
sonal and subjective beliefs about whether Rambus's patent claims
would likely be infringed by the SDRAM standard were irrelevant to
Rambus's duty to disclose.>*

Under this objective standard, the court found particularly rele-
vant Rambus's statements in its briefs that it “did not have a single
undisclosed patent claim, issued or pending, that any JEDEC member
would have been required to license (even arguably) to practice the
JEDEC standards at issue.”>® The court also found that substantial
evidence did not exist to support a finding that the Rambus patent
applications at issue had claims that “read on” the SDRAM standard
or that “reasonably would be needed to practice the SDRAM stan-
dard.”®® The court noted, “Rambus’s actions might constitute fraud
under a different patent policy; however, they do not constitute fraud
under this policy.”®” The court reversed the fraud verdict against
Rambus and vacated the award of attorneys fees to Infineon.>®

e. The Dissent

Although the majoritg in the Federa Circuit rejected the lower
court’s finding of fraud,* Judge Prost would have supported the
jury’s finding in part because the lower court placed the burden on
Rambus to show that it “did not actually have any pending claims that
read on the [JEDEC] standard.”®® His dissent asserted that Rambus
had a duty to disclose known IPR and found that Rambus breached
that duty through omission and misstatement.®* It also pointed out
numerous statements in the record that, in his view, showed Rambus
knew it had patents relating to the developing SDRAM standard.®?

53. Id. at 1100.

54. Seeid. at 1104 (“The JEDEC policy, though vague, does not create a duty premised
on subjective beliefs. . . . A member’s subjective belief . . . that it had pending claims cove-
ing the standard does not substitute for the proof required by the objective patent policy.”).

55. Id.

56. Id.

57.1d. at 1105.

58. Seeid. at 1106-07.

59. Seid. at 1084.

60. Seeid. at 1117 (Prost, J., dissenting). As noted, the majority placed the burden on In-
fineon to prove affirmatively as an element of its fraud casetha Rambus had patents pend-
ing on the JEDEC standard. See id. at 1104 (“Infineon bore the burden of proving the
existence of a disclosure duty and a breach of that duty by clear and convin cing evidence.
Infineon did not meet that burden.”).

61. Seeid. at 1117 n.5 (Progt, J., dissenting) (“Rambus's beliefs about the scope of its
duty are aso relevant to what that duty actually is, just asthe testimony cited in this dissent
and in the majority opinion— where witnesses explain what they believe the duty to
mean — is evidence of what the duty actudly is.”).

62. Seeid. at 1115 (Prost, J., dissenting). The dissent noted:
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Judge Prost also cited approvingly the lower court’s finding of fraud,
noting six separate occasions where Rambus had pending claims re-
lated to the SDRAM standard but did not disclose those claims.®® The
dissent concluded that because Rambus believed that it did in fact
have pending claims covering the SDRAM standards, an act of fraud
had occurred®*

4. Current Status

Infineon and Rambus filed cross appeals of the Federal Circuit’s
decision to an en banc panel of the Federal Circuit but were denied.®®
Infineon then petitioned for certiorari with the Supreme Court, but this
petition was also denied.®® The Supreme Court’s refusal to hear the
case thus upholds the Federal Circuit’'s ruling in favor of Rambus and
sends this case back to federal district court in Virginiafor a new trial
at which Rambus will be able to retry its patent infringement claims
against Infineon in light of the Federa Circuit's more favorable re-
vised claim construction.®’

B. The FTC's Action Against Rambus
The view that Rambus committed fraud in its JEDEC dealings —

which, as noted above, the Rambus | court adopted®® but the Rambus
I1 court rejected®® — prompted the FTC to file an independent admin-

Thejury heard repeated admissions from Rambus that it had pending
clams that not only related to the developing SDRAM standard, but
even covered particular features of the standard. For example, Ram-
bus's business plan stated that “Sync DRAMs infringe clams in
Rambus's filed patents and other claims that Rambus will file in up-
dates later in 1992.”

Id. (Progt, J., dissenting) (footnote omitted).

63. Seid. at 1117 (Prost, J., dissenting) (citing Rambus, Inc. v. Infineon Techs. AG, 164
F. Supp. 2d 743, 752-53 (E.D. Va 2001)).

64. Seid. at 1117 n.5 (Progt, J., dissenting).

65. See Rambus, Inc. v. Infineon Techs. AG, No. 01-1449, 2003 U.S. App. LEX1S 8845,
at *1 (Fed. Cir. Apr. 4, 2003).

66. Seelnfineon Techs. AG v. Rambus, Inc., 124 S. Ct. 227 (2003).

67. Infineon’ s allegations against Rambus will not be retried, however, because the lower
court’s fraud verdict against Rambus was reversed by the Federal Circuit, which was essen-
tially sustained by the Supreme Court’ s refusal to hear the case. See Supreme Court Rejects
Infineon Appeal in Rambus Fight SLICONVALLEY.com, Oct. 6, 2003 (noting that “[u] se of
the technologies covered by Rambus patent claims has developed into a $15 billion indus-
try” and that Rambus could collect as much as $45 million annually in royalties from In-
fineon alone and up to $420 million annually if the licensing fees were applied industry -
wide), at http://www.siliconvalley.com/mld/siliconvalley/business/industries/
semiconductors/6946568.htm.

68. SeeRambus|, 164 F. Supp. 2d 743, 756 (E.D. Va 2001).

69. SeeRambusl |, 318 F.3d at 1107-18.
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istrative complaint against Rambus.” Between the cross-appeal of the
district court’s ruling against Rambus and the Federal Circuit’s deci-
sion, the FTC filed a Section 5 antitrust action against Rambus before
an FTC administrative law judge (¢ ALJ").”* The FTC's camplaint
recited many of the same facts as the Rambus civil litigation cases
regarding Rambus's potential abuse of the standards-setting process
through deliberate concealment of patents and aleged three separate
Section 5 violations:

1. Through deceptive acts and practices, Rambus obtained mo-
nopoly power over the DRAM market and four separate
DRAM technology submarkets (latency, burst length, clock
synchronization, and data acceleration);

2. Rambus acted with specific intent to monopolize those mar-
kets, and

3. Rambus sought to exercise unreasonable restraint of trade in
those markets.”

The FTC complaint was a much broader attack than the common
law fraud complaint at the heart of the Rambuscivil litigation.” By its

70. See generally Complaint, Inre Rambus, Inc. (F.T.C. June 18, 2002) (No. 9302), at
http://www.ftc.gov/os/adjpro/d9302/020618admincmp.pdf.

71. Seeid. Section 5 of the FTC Act prohibits “unfair methods of competition” and “ un-
fair or deceptive acts or practices” 15 U.S.C. §45(a)(1) (2000). The FTC Act’s broad en-
forcement provision empowers the Commission to determine the meaning of “uifair.” In
addition, activities considered illegal under the Sherman Act also are generally unlawful
under Section 5 of the FTC Act. See 15 U.S.C.S. §45 (2003) (discussing the Sherman and
Clayton Actsg). Furthermore, Section 5 of the FTC Act empowers the FTC to take action
against “incipient” unfair practices; that is, conduct which does not yet amount to — but is
likely to lead to— aviolation of the other antitrust statutes. Seeid.

72. See Complaint 1122—24, In re Rambus, Inc. (F.T.C. June 18, 2002) (No. 9302), at
http://www.ftc.gov/og/adjpro/d9302/020618admincmp.pdf.

73. There are many factua issues that were determined by both the lower and Federd
Circuit courts in the Rambus case that could be the subject of a collatera estoppel notion
by either party in the FTC proceeding. However, the FTC does not believe that there are
substantial issues of factual overlap between the court cases and the FTC action. See Roy
Mark, FTC Likely to Ignore Rambus Court Victory, INTERNETNEWSCOM, Jan. 30, 2003, at
http://www.internetnews.com/bus-news/article.php/1576851 The article stated:

M. Sean Royall, deputy director of the FTC's Bureau of Competition,

and lead trial counsel said, “Our trial team is reviewing the Federal

Circuit’s decision to determine what if any bearing it may have on the

Commission’s federal antitrust suit against Rambus. However, given

the significant differencesin the factual and legal issuesraised by the

FTC's antitrust claims and Infineon’s fraud claims, we do not expect

that this ruling will have a substantial impact on our case going for-

ward.”
Id. Becausethisis a Part 3 administrative proceeding, even if the Commission rules against
Rambus, private parties cannot use that decision for preclusive effect in their own proceed-
ings against Rambus. See Alden F. Abbott & Theodore A. Gebhard, Sandard-Setting Dis
closure Palicies: Evaluating Antitrust Concerns in Light of Rambus 16 ANTITRUST 29, 34
(2002).
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own admission, the FTC's goal was more ambitious than simply pun-
ishing Rambus for fraud on behalf of its aleged victims. Instead, the
FTC wanted to protect standard-setting processes across the technol-
ogy industry from bad faith participants. “The conduct at issue here
has done substantial harm to important technology markets, and
threatens to undermine participation in industry standard-setting a-
tivities more generdly. . . . If you are going to take part in a standards
process, be mindful to abide by the ground rules and to participate in
good faith.” "

In February 2003, the ALJ granted an FTC motion to estop ca-
laterally Rambus from re-litigating whether it had destroyed evidence
and imposed penalties based upon a conclusion that Rambus had, in
fact, destroyed documents relevant to the case.” Then, on April 15,
2003, the ALJ denied Rambus's motion for summary judgment in the
FTC's antitrust proceeding.”® In denying Rambus's summary judg-
ment mation, the ALJ detailed his perceived scope and responsibility
in this case:

[T]he question the court must address is far broader
than that which [Rambus] suggests. Whether [Ram-
bus] engaged in a pattern of deceptive, exclusionary
conduct by subverting an open standards process;
whether [Rambus] utilized such conduct to capture a
monopoly in technology-related markets;, and
whether the challenged conduct violates well-

74. Press Release, FTC, FTC Issues Complaint Against Rambus, Inc.: Deception of
Standard Setting Organization Violated Federal Law (June 19, 2002) (quoting Joseph J.
Simons, DOrector of the FTC Bureau of Competition), at http://www.ftc.gov/opa/2002/
06/rambus.htm.

75. See Order Granting Complaint Counsel’s Motion for Collaeral Estoppel at 1, In re
Rambus, Inc. (F.T.C Feb. 26, 2003) (No. 9302), at http://www.ftc.gov/os/adjpro/d9302/
030226aljordgrantcolestop.pdf. Although the Federal Circuit vacated much of the district
court’s ruling against Rambus, Rambus declined to contest a separate digtrict court finding
that it had destroyed material evidence. See Rambus, Inc. v. Infineon Techs. AG, 155 F.
Supp. 2d 668, 682 (E.D. Va. 2001) (“[T]he record in this case shows that Rambus imple-
mented a ‘document retention policy,” in part, for the purpose of getting rid of documents
that might be harmful in litigation.”).

76. See Order Denying Respondent’s Motion for Summary Judgment at 1, In re Rambus,
Inc. (F.T.C. Apr. 14, 2003) (No. 9302), at http://www.ftc.gov/os/adjpro/d9302/030415
aljorddenyrammosumdec.pdf. Rambus had claimed:

(1) that JEDEC patent disclosure policy lacks sufficient clarity to
serve as the basis for antitrust liability; (2) that JEDEC members did
not rely on any message supposedly conveyed by [Rambus's] “s-
lence” in adopting the SDRAM and DDR SDRAM gandards; and
(3) that [Rambus] did not breach any JEDEC disclosure duty with re-
gard to DDR SDRAM because this standard was esteblished after
[Rambus] dropped out of JEDEC in June 1996.
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On February 24, 2004, the ALJ issued his Initial Decision, ruling in
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established principles of antitrust law are material
questions of fact to be resolved at tria.”’

favor of Rambus and dismissing the complaint.”

Specifically, the ALJ found that the FTC failed to sustain its bur-
den of proof for al three of the violations alleged in the complain

The ALJ based this conclusion on the following key findings:

(1) [T]he EIA/JEDEC patent policy encouraged the
early, voluntary disclosure of essential patents and
Respondent did not violate this policy; (2) the case
law upon which Complaint Counsel rely to impose
antitrust liability is clearly distinguishable on the
facts of this case; (3) Respondent’s conduct did not
amount to deception and did not violate any “extrin-
sic duties,” such as a duty of good faith to disclose
relevant patent information; (4) Respondent did not
have any undisclosed patents or patent applications
during the time that it was a JEDEC member that it
was obligated to disclose; (5) amendments to
broaden Respondent’s patent applications while a
member of JEDEC were not improper, either as a
matter of law or fact; (6) by having a legitimate
business justification for its actions, Respondent did
not engage in exclusionary conduct; (7) Respondent
did not intentionaly mislead JEDEC by knowingly
violating a JEDEC disclosure rule; (8) there is no
causal link between JEDEC standardization and Re-
spondent’s acquisition of monopoly power; (9)
members of JEDEC did not rely on any aleged
omission or misrepresentation by Respondent and, if
they had, such reliance would not have been reason-
able; (10) the challenged conduct did not result in
anticompetitive effects, as Complaint Counsel did
not demonstrate that there were viable alternatives to
Respondent’s superior technologies; (11) the chal-
lenged conduct did not result in anticompetitive d-
fects as the challenged conduct did not result in
higher prices to consumers; and (12) JEDEC is not

77.1d.at12.

78. See In the Matter of Rambus, Inc., 2004 FTC LEXIS 17, a *691 (F.T.C. Feb. 23,

2004).

79. Seeid. at *29.

[Vol. 17
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locked in to using Respondent’ s technologies in its
current standardization efforts.®

It is aso worth nothing that the ALJ — unlike the Federal Circuit —
found that Rambus did not have a duty to disclose under the JEDEC
patent policy. Instead, the ALJ found that this policy was limited to
encouraging early voluntary disclosure of any known patents.®

On March 1, 2004, the FTC counsdl filed its motion for an apped
to the full Commission.®? Review of the ALJ s initial decision is sub-
ject to de novo review.® If the FTC ultimately prevails against Ram-
bus, it may impose remedies similar to those in Inre Dell Computer
Corp.* However, should the full Commission find antitrust violations
by Rambus in the current proceeding, it is likely that Rambus will
appea to the circuit court, if necessary, because Rambus relies so
heavily on the patents at issue.®®

80. Id. at *28-29.

81. Seid. at *289. The Federal Circuit had found that JEDEC' swritten patent policy did
not impose a duty to disclose but concluded that this duty did exist based on member testi-
mony. See Rambus, Inc. v. Infineon Techs. AG, 318 F.3d 1081, 1098 (Fed. Cir. 2003). By
contrast, the ALJ found that the conduct of the other JEDEC members actually supported
lack of aduty to disclose and that member testimony citing a duty to disclose was inconsis-
tent or biased. See2004 FTC LEXIS 17, at *218, 220-49.

82. See Notice of Appedl, Inre Rambus, Inc. (F.T.C. Mar. 1, 2004 (No. 9302), at
http://www.ftc.gov/os/adj pro/d9302/040301noti ceof appesdl .pdf .

83. See 16 C.F.R. 83.54(a) (2004) (“Upon appeal from or review d an initid decision,
the Commission will . . . exercise all the powers which it could have exercised if it had
made theinitial decision.”); Press Release, FTC, Administrative Law Judge Dismisses FTC
Complaint Against Rambus (Feb. 17, 2004), at hitp://www.ftc.gov/opa/2004/02/
rambusdecision.htm (“The Judge' s initia decision is subject to review by the full Commis-
sion, either on its own motion or at the request of either party . . ..").

84. S,e 121 F.T.C. 616, 618-23 (1996). The FTC ordered that Dell could no longer assert
causes of action based on the patent that was incorporated into the Video Electronics Stan-
dards Association (“VESA”) standard, and ordered that for ten years Dell may not assert
any causes of action against any industry standards body far incorporating a Dell patent into
an open standard if Dell intentionally failed to disclose such a patent when Dell participated
in the standard’ s creation. Seeid.

85. See Krysten Crawford, Chipping Away: Rambus Beat Back Its Rivals, But Now It
Faces an Even Tougher Opponent— The Federal Trade Commission, COrRP. COUNS, June
1, 2003, a 82, available at http://mwww.law.com/jsp/cc/pubarticleCC.jsp7id=
1051121831965. The article stated:

The company has hired elite law firms, including Los Angeles's
Munger, Tolles & Olson and Washington, D.C.’ s Wilmer, Cutler &

Pickering, to make its case. Rambus officials estimate that legal fees
will run as high as $22 million this year — as much as one-third of
the company’ s operating budget. That brings to $60 million the total

it has spent on legal fees since 2001 alone. “Rambus has alot a
stake, which is why [it's] going to fight this to the bitter end,” pre-
dicts Amy Marasco, general counsel of the American National Stan-
dards Institute, a nonprofit industry group.
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C. Key Implications of the Rambus Decisions

One may believe that Rambus's actions were fraudulent or anti-
competitive or that Rambus has been falsely accused by a cadre of its
competitors looking to slow its progress and/or avoid paying licensing
royalties. In either case one thing is unmistakably clear: the Rambus
case highlights the critica importance of SDOs establishing clear
IPR policies that provide guidance on what, when, how, and to whom
SDO members must disclose patent information. The case also points
out that SDOs must educate their participating members so the mem-
bers understand their obligations under these policies. As the differ-
ences between the district court’s, Federal Circuit’'s, and ALJsS
decisionsillustrate, the unclear use of key words in an organization’s
IPR policy can make the difference between millions of dollars in
liability from a successful fraud or antitrust claim and no liability at
al because of the lack of a clear duty to disclose. Moreover, the clar-
ity of an IPR policy’s language may make the difference between a
controversy-free standards specification that has an increased prob-
ability of widespread adoption and a final specification burdened by
potential patent infringement claims and undetermined royalties.

In particular, SDOs should revisit fundamental questions about
how to establish an optimal patent disclosure policy that will avoid the
criticism that befell JEDEC in the Federal Circuit, promote broad par-
ticipation in the SDO, minimize any attempts to game the system, and
ensure widespread adoption of the SDO's standards®® The following
two sections are designed to assist SDOs and their members in this
important undertaking.

[1l. CORE ELEMENTSOF AN SDO’S PATENT DISCLOSURE
PoLicy PosT-RamBUS

A. Overview

1. Toward Greater Clarity and Consistency in SDO Patent Disclosure
Policies

SDOs come in all shapes and sizes and with various goals and ob-
jectives.®” For example, they may develop asingle standard® or mul-

86. Some SDOs have aready undertaken or even completed this review and update. See,
€.0., ADVANCED AUTHORING FORMAT ASS'N, INC., INTELLECTUAL PROPERTY POLICY OF
THE ADVANCED AUTHORING FORMAT ASSOCIATION, INC. (Jan. 19, 2004), at
http://iwww.aaf association.or g/html/policies/| P_PolicyFina .pdf.

87. See, eg, ANSI, ORGANIZATIONAL MEMBERS, at http://public.ans.org/ansionline/
Documents/Membership/M embership%20Rosters/Organizational %20Members.doc  (last
visited Mar. 16, 2004).
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tiple standards;®® may focus on hardware,”® software,®* or business-
process standards;®? and may sell the standards they develop as part of
their funding mechanisms® or provide them freely to the world®*
SDOs may focus regionally,® nationally,®® or globaly ®” and may have
companies® individuals,®® or countries'® as members. Some treat all
contributed and working-group materials as confidential, *** but most
expressly state that no confidential treatment will be @corded!®
Other differences, such as when the SDO developed its IPR policy,
whether an attorney or non-attorney drafted the policy, and whether
SDO members are largely intellectual property holders or implemen-
ters adso contribute to the variability. A one-size-fits-all 1PR policy
simply cannot be applied to all SDOs.**

88. See eg., ADVANCED AUTHORING FORMATASS'N, INC,, AAF ASSOCIATION FAQ), at
http://www.aaf association.org/html/policies/| P_PolicyFinal .pdf (last visited Mar. 16, 2004).

89. See, eg., INST. OF ELEC. AND ELECS. ENG'RS, INC., PRODUCTS AND PROECTS
STATUS REPORT, at http://standards.ieee.org/db/status/status.txt (last visited Mar. 16, 2004).

90. See, eg., TELECOMM. INDUS ASSN, TIA STANDARDS— MAIN MENU, at
http://www tiaonline.org/standards (last visited Mar. 16, 2004).

91. See, eg, WORLD WIDE WEB CONSORTIUM, W3C ACTIVITIES, at
http:/iww.w3.org/Consortium/Activities (last visited Mar. 17, 2004).

92. See, eg., ROSETTANET, STANDARDS, at http://www.rosettanet.org/RosettaNet/
Rooms/Di splayPages/L ayoutl nitial ?contai ner=com.webridge.entity. Entity[ Ol D[ 5F6606C8
AD2BD411841F00C04F689339]] (last visited Mar. 17, 2004).

93. See, eg., INT'L ORG. FOR STANDARDIZATION, |SO STORE, at http://www.iso.org/iso/
en/prods-services/| SOstore/store.html (last visited Mar. 16, 2004).

94. Se, eg., HEM. IND. DATA EXCH., CHEM ESTANDARDS at http://www.cidx.org/
Standard/Standard.asp?L evel=2& SecondL evel URL 1=/Standard/Standard.asp (last visited
Mar. 16, 2004).

95. See, eg., AN DIEGO COUNTY REG'L STANDARDS COMM ., MISSION STATEMENT, at
http://www.regional -stds.com (last visited Mar. 16, 2004).

96. See, .9, AM. INST. OF STEEL CONSTR,, INC., OQUR MISSION, at http://www.aisc.org/
Content/NavigationMenuw/About_A1SC/Mission/Mission.htm (last visited Mar. 16, 2004).

97. See, eg, INTL TELECOMM. UNION, ITU OVERVIEW — PURPOSES at
http://www.itu.int/aboutitu/overview/purposes.html (last visited Mar. 16, 2004).

98. See, eg, SOCY OF MOTION PICTURE AND TELEVISION ENG’'RS MEMBERSHIP, at
http://www.smpte.org/membership (last visited Mar. 16, 2004).

99. See, eg., INTERNET ENG'G TASK FORCE, OVERVIEW OF THE IETF at
http://www.ietf.org/overview.html (last visited Mar. 16, 2004).

100. See, e.g., UNITED NATIONS CTR. FOR TRADE FACILITATION & ELEC. BuUS,
INTRODUCTION, at http:/mww.unece.org/cefact/knowlg/knowlg.htm (last visited Mar. 16,
2004).

101. See, eg, DIGITAL HOME WORKING GROUP, BYLAWS 27, (Dec. 5, 2003), at
http://Amww.dhwg.org/company_dbase_thankyouw/DHWG_Bylaws 05 _Dec 03.pdf.

102. See, e.g., ORG. FOR THEADVANCEMENT OF STRUCTURED INFO. STANDARDS, OASIS
POLICY ON INTELLECTUAL PROPERTY RIGHTS, at http://www.oasis-open.org/who/
intellectual property.php (last visited Mar. 16, 2004).

103. See SandardsSetting Practices: Competition, Innovation and Consumer Welfare:
Hearing Before the Fed. Trade Comm' n and Dep’t of Justice 1 (Apr. 18, 2002) [hereinafter
ANS FTC Testimony] (testimony of Amy A. Marasco, Vice President and General Counsd,
American Nationa Standards Institute (“ANSI”)), at http://www.ftc.gov/opp/
intellect/020418marasco.pdf (describing the U.S. system as “didributed, diversified and
extremely complex” but praising it as “the most dfective and efficient in the world”). See
also Lemley, supra note 4, at 1904, 1906. Lemley wrote:
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Moreover, even within the patent provisions of an IPR policy,
certain differences may be warranted. Examples include variations in
the specific definition of “necessary claims,” the actual patent license
provision, the scope of a reciprocity option or requirement, the effect
of withdrawal on patent licenses granted or committed to, and the
SDO'’s policy for normatively referencing other SDOs' standards. The
American National Standards Institute (“ANSI”) has aptly noted the
vital importance of allowing each SDO the flexibility to design its
overall IPR policy — and even its patent policy — in ways that are
uniquely suited to achieving the goals of the particular SDO:

Almost all standards-setting organizations have a
policy or procedural requirement that addresses the
inclusion of patented material in standards. These
policies reflect the nature of the standards under de-
velopment, the interplay between patents and the
relevant industry sector, the objectives of the stan-
dards-setting body, and the consensus of the partici-
pants. Accordingly, such policies vary wideIY in
response to these differing needs and objectives

Although SDOs overal IPR policies— and even their patent
policies — may vary based on the factors mentioned above (as well as
others), SDOs generally can increase consistency in certain core com-
ponents of such policies. One core component, focused on below, is
the SDO's patent disclosurepolicy. Whether an SDO is large or small,

What is most striking about the data is the significant variation in
policies among the different SSOs. Of the forty-three SSOs | studied,
thirty-six had written policies governing the ownership of IP rights,
four had no policy at al, two had statements on their web site about
IP rights but no officia policy, and one had a policy that was still in
development. Mog SSOs without any policy were small, industry-
specific groups, al of the large SSOs | studied had well-devel oped
policies in this area. Further, from 1999 to 2002 more organizations
developed policies, reflecting the increased salience of the issue.
These rules tended to be set in the bylaws of the SSOs, athough the
organizaiond diversity of SSOs meant that arrangements in any
given case may have been more or lessformal. . .. Even those SSOs
that permitted members to own I P rights that cover a standard gener-
ally imposed some conditions on the use of that IP. The most com-
mon condition was that IP rights be licensed on “reasonable and
nondiscriminatory terms’; twenty-nine of the thirty-six SSOs with
policies required membersto license their patent rights on such terms.
As noted above, another six SSOs required assignment or royalty-free
licensing. Three SSOs had alooser standard, requesting that members
agree to license their patents on reasonable and nondiscriminatory
terms, but not requiring that they do so.
Id. (footnotes omitted). Lemley uses SSO, which stands for “standards-setting organiza-
tion,” asan aternativeto “SDO.” Seeid. at 1892.
104. ANS FTC Testimony, supra note103, at 2.
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single-standard or multi-standard, or hardware-focused or software
focused, the patent disclosure principles and specific language gre
sented below are designed to be uniformly applicable and useful.*°

2. Achieving a Balance Among the Competing Interests Involved

The best and most effective IPR policies are the ones that appro-
priately balance the interests of the various entities involved in or im-
pacted by the SDO’s work. Key interested parties include the SDO,
members of the SDO that hold essential patents, other SDO members
and participants, non-members who hold essentia patents, implemen-
ters of the SDO's standards, and consumers that will be the end-users
of a product that supports or implements the standard. The interests of
these parties often differ. For example, the holder of an essential pat-
ent may want to charge royalties to recoup its investment in develop-
ing the patented technology, but he SDO and implementers may
insist on no royalties to promote broader adoption and dissemination
of the standard. Similarly, working groups may want to receive in-
formation on all possible infringing technologies, even those not yet
public, while the companies pursuing those technologies may be re-
luctant to disclose trade secrets or the contents of pending patent g-
plications to their competitors prematurely.

SDOs that err too far toward promoting one group’s interests at
the expense of others risk undermining the potential success and
widespread adoption of the standards they are trying to develop. For
example, an SDO may gppear ideal to implementers and consumers if
it mandates that all members conduct periodic searches for essential
patents or other intellectual property or if it precludes any patented
technology from being incorporated into one of its standards. How-
ever, these onerous membership obligations and “anti-intellectual

105. The sample model disclosure provisions proposed herein will not necessarily suit
every SDO. In fact, given the wide diversity of SDOs discussed above, the uniqueness of
certain SDOs may warrant changes to, or a customized version of, the sample model patent
disclosure provisions set out inthe Appendix. Moreover, proposed sample model language
for consideration by SDOs should not be mistaken as an endorsement of what ANS| has
called “delineated, generalized, one sizefitsal guidelines from the FTC or DOJ.” Rather,
the author concurs with ANS| that government-imposed guidelines in this area could have
significant adverse effects on the standards-setting efforts of SDOs. ANSI, INCLUSION OF
IPRIN STANDARDS 15 (2003) [hereinafter ANSI Ottawa Statement] (ANSI contribution to
the conference in Qtawa, Canada on IPR issues (Apr. 28 to May 1, 2003)), at
http://ww.tsacc.calcontent/documents/gsc/GSC-8-110.rtf. The Statement asserted:

[Delineated, generalized, one-size-fitsall guidelines] do not appear to
be needed or warranted; in fact, they may very well be counter-
productive. Such guidelines could stifle competition and the stan-
dardization of technological advances. Different approaches by dif-
ferent groups with different participants and different objectives
provide the necessary flexibility to maximize the overall results for
the U.S. community asawhole.
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property” provisions would likely discourage organizations or indi-
viduals possessing potentially essential technology or the expertise to
develop such technology from joining such an SDO. These rules
would require the participating organization to alocate an unjustifi-
able amount of resources to ensure compliance. They also would ke
unrealistic from an intellectual property perspective because the ma-
turity of the intellectual property system and the inventive progressin
the sciences almost guarantee that technical standards will implicate
patents.

Such an outcome helps neither implementers nor consumers be-
cause patent rights holders possessing essential technology that covers
an SDO's standards might refuse to join the SDO. The patent rights
holders would be exempt from the SDO’s patent disclosure and |-
censing policies and would be able to enforce their intellectual prop-
erty by refusing to license or by charging unreasonable royalties to
implementers of the SDO’s standards.'® Alternatively, these essential
technology holders may opt to develop a competing standard or form
a competing standards organization, thereby further threatening the
efficacy of the SDO and its standards. As Lemley has described it:

The fundamental right granted to IP owners is the
right to exclude others; forcing them to give up that
right restricts the value they can get from their IP.
Further, while some variants on the compulsory-
licensing rule permit the IP owner to set the royalty
rate, so long as it isn’t discriminatory, others restrict
the royalty that can be charged or require |P owners
to forgo a royalty altogether. Such rules may reduce
the incentive to develop potential new standards or
the incentive to participate in cooperative standard
setting rather than “going it dong’ in a de-facto
standards competition. Both the Antitrust Division of
the U.S. Department of Justice (“D0OJ") and the FTC
have taken the position in individual cases that an

106. See De Vdllis, supra note4, a 342. De Véliswrote:

A simplistic view of the standardization conflict — onethat viewsthe
choice among paent policies as a choice between favoring patent
holders and serving the public — overlooks the fact that all sides will
suffer if the standardization process fails to attract the best, most in-
novative technologies. If a standard setting organization adopts an in-
ferior standard because someone owns a patent on a superior
technology and refuses to make it available on [roydlty freg] terms,
the standard-setting organization runs areal risk that the chosen stan-
dard will not be widely adopted. .. . The inferior standard will thus
compete with the patented technology, dividing the market, reducing
the market’s network effects, and working against the very reasons
standard-setting organizations were created.
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[SDQ] rule that prohibits members from owning IP
rights in a standard may violate the antitrust laws.
And at least one court has found that an antitrust
claim alleging that an [SDO] conspired to demand a
low “reasonable” royalty rate survived a motion to
dismiss.*”’

Therefore, any solution will have to respect the property rights of pat-
ent rights holders.

The appropriate approach strikes a balance among the various in-
terests involved, encouraging organizations and individuals of all
shapes and sizes (including potential essential patent rights holders) to
join and contribute to the SDO's standardization efforts. As a resullt,
the standards the SDO adopts will be broadly embraced and dissemi-
nated in a wide range of implementations.’® Indeed, encouraging

107. Lemley, supra note 4, at 1944 (footnotes omitted); see also In the Matter of Ram+
bus, Inc., 2004 FTC LEXIS 17, at *560 (F.T.C. Feb. 23, 2004) (“Refusing to include pa-
ented technology in industry standards may subject standard setting organizations to
antitrust claims and denies consumers superior products.”). It isimportant to note that these
and other problems associated with mandatory royaty-free (“RF”) patent policies are what
led the World Wide Web Consortium (“W3C”) — which for along time was focused on
establishing a completely mandatory RF policy — to alow for a RAND exception in its
patent policy. See W3C,W3CPATENT PoLICY § 7 (Daniel J. Weitzner ed, Feb. 5, 2004), at
http:/imww.w3.org/Consortium/Patent -Policy -20040205.html.  This also persuaded the
Internet Engineering Task Force (“IETF") to refrain from codifying such a mandatory RF
approach into its IPR policy. Seeaso De Vellis, supra note4, at 308 (“ Since the patentee
may have invested considerable amounts of time, money, and energy developing the tech-
nology behind a standard, he or she may be unwilling to part with his or her intellectual
property rights without direct compensation.”). De Vellis also wrote

[TThemajority of standard-setting organizations differ from the W3C

and believe that the best way to accomplish this goal [of widespread

adoption of the standard] is to incorporate an option for RAND li-

censing into their patent policies. ... RAND licenses do the best job,

ultimately, of lessening the barriers that threaten the existence of

widespread industry standards.
Id. a 337 (citation omitted); seealso Complaint Counsdl’s Post -Hearing Brief a 47, In re
Rambus, Inc. (F.T.C. filed Sept. 5, 2003) (No. 9302) (“RAND licensing helps to ensure
open standards.”), at http://www.ftc.gov/os/ad] pro/d9302/030909ccposthearingbrief.pdf.

108. See ANS FTC Testimony, supra note 103, at 2, 4. The testimony stated:

The ANSI Patent Policy, which applies to the development of al

American Nationa Standards, was derived with the objective of find-
ing a balance among intellectua property rights, competing interests
in implementing a given standard, the standards-setting milieu, and
the avoidance of unnecessary rigidity that may inhibit U.S. competi-
tiveness both nationally and in increasingly global markets. ... At
ANSI, it was recognized that it is necessary to balance the rights of
the patent rights holder, the interests of competing manufacturers
seeking to implement the standard, the consensus of the technical ex-
perts from different stakeholder groups on the desired content of the
standard, the concerns and resources of the SDO, the impact on con-
sumer welfare, and the need to avoid unnecessary dtrictures that
would discourage participation or disadvantage U.S. interestsin non-
U.S.-based standards organizations.
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broad industry participation in the SDO’s standardization efforts sig-
nificantly decreases the likelihood of potential adverse intdlectual
property issues. It aso significantly increases the probability that the
standard will be available on at least RAND terms,**® which will en-
courage widespread adoption.**°

The sample model patent disclosure provisions set out inthe Ap-
pendix attempt to achieve such a balance. They are of narrow scope
because they apply only with respect to a member’'s actual participa
tion in particular SDO working groups. They do not impose a patent
search obligation and are limited to necessary patent claims, not all
clams “relevant” or “related to” the standard. Also, the ongoing dis-
closure obligation is based on the knowledge of the member’s indi-
vidual representative rather than on the collective knowledge of the
member company.

At the same time, all members have a patent licensing obligation
for necessary claims contained in their own contributions. However,
this is a RAND, not a compensation-free, obligation. Similarly, a
member’s failure to disclose any of its necessary claims that were
contributed by other parties will result in a requirement either to li-
cense the non-contributed necessary claims to all implementers on at
least RAND terms or to disclose them and withdraw from the SDO if
a mutually agreesble solution cannot be reached.*! One mutually

Id.
109. SeelLemley, supra note4, at 1913-14. Lemley wrote
One of the most common requirements imposed on IP ownersis an
obligation to license IP rights on reasonable and nondiscriminatory
terms. But virtually no SSO policies specify what that phrase means,
leaving courts to decide what terms are “reasonable.” There are pre-
sumably esier ways of determining whether a license is “nondis-
criminatory,” at least in circumstances in which the IP owner has
already licensed to others. But even here questionswill arise. . . . But
it is awell-established principle of contract law that the parties need
not specify a price in order to create a binding agreement. In the ab-
sence of aprice, courtswill supply areasonable and customary price
term. While there is more than just price missng from SSO IP
rules— they do not specify the duration of the license, for exan-
ple— those terms too may befilled in by operation of law. Applica-
tion of these contract principles to SSO IP rules suggests that an
unspecified “reasonable’ royalty term does not leave unbridled dis
cretion with the |P owner to set the terms. Rather, courts will deter-
mine what royalty is reasonable based on industry custom — here,
thetreatment of patents of similar scope in related industries.
Id. (citations omitted).

110. Stated another way, it is much harder for an SDO working group t o design around a
blocking patent when it does not know of its existence because the holder of the pa-
ent/application is not a member of the SDO. Similarly, an uninformed working group cannot
decideto include in its standard only technology that is available on at least RAND terms.
Widespread participation eases both of these concerns.

111. Certain (typically smaller and more narrowly-focused) SDOs may impose a default
compensation-free licensing obligation on their members instead of the default RAND
obligation discussed in this article. See, e.g., ADVANCED AUTHORING FORMATASS N, INC.,
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agreeable solution may be the SDO’s removal of those portions of the
standard that the disclosing company is not willing to license to all
implementers on at least RAND terms. In any case, the member will
not have to forgo the right to enforce the non-contributed necessary
claims or to charge a reasonable royalty fee.*? Each of the above pro-
visions is designed to encourage organizations with potentially rele-
vant technology and the corresponding expertise to participate in and
contribute to the SDO. At the same time, the provisions ensure that, to
the greatest extent possible, the standards the SDO eventually adopts
will be free of any blocking technology that the patent rights holder
refuses to license to implementers.

B. Soecific Patent Disclosure Issues
1. Obligation vs. Encouragement to Disclose

As noted, the Federal Circuit found that Rambus had a duty to
disclose patents/patent applications containing necessary claims d
spite the ambiguous language in the JEDEC patent policy. Nonethe-
less, Rambus's attempt to justify its allegedly anticompetitive actions,
based in large part on its asserted lack of a duty to disclose under the
JEDEC patent policy, has caused SDOs to reassess whether to impose
SlIJ_ch ?guty on members or to make an existing duty even more ex-
plicit.

Not everyone agrees that imposing such a duty is justified. Some
prefer a strong encouragement to disclose over an obligation. Notably,
ANSI, in its guidelines for developing a patent policy, clearly calls
only for the encouragement of patent disclosure by its accredited
SDOs: “Generdly, it is desirable to encourage disclosure of as much
information as possible concerning the patent, including the identity
of the patent rights holder, the patent’s number, and information re-
gardin9 4precisely how it may relate to the standard being devel-
oped.”** Similarly, the disclosure policy of the Consumer Electronics

supra note 86, §3. Although the sample model patent disclosure provisions set out in the
Appendix may still provide helpful guidanceto thistype of SDO, certain disclosure obliga-
tions would be less critical because a compensation-free license aready is a requirement.
The sample patent disclosure provisions become more useful for an SDO of this type if it
allows a RAND exception, where aroyalty -bearing technical contribution becomes part of a
draft standard under special circumstances. See, e.g., W3C, supra note 107, 884, 7.

112. See ANSI Ottawa Statement, supra note 105, a& 7 (“The problem becomes exaca-
bated if the ‘punishment’ for an unintettional failure to disclose an essential patent is to
preclude the patent owner from asserting its intellectual property rights against implemen-
tersof the standard.”).

113. Se, eg., Rambus |, 164 F. Supp. 2d 743, 751-54 (E.D. Va 2001) (describing Ram-
bus’'sclaim that it had no duty to disclose patent applications).

114. ANSI, GUIDELINES FOR IMPLEMENTATION OF THE ANS PATENT PoLICY 56
(1997), at http://public.ansi.org/ansionline/Documents Standards%620A ctivities’/American%
20Nati ona %20Standards/ Procedures, %20Guides,%20and%20Forms/PATPOL .DOC.
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Association (*CEA”) states that “reasonable efforts shall be made to
encourage the identif ication of relevant patents at the earliest point in
standards development.”**°

Supporters of the encouragement approach often put forth three
main arguments. First, they argue that one should not attempt to fix
what is not broken. They point to alack of litigation emanating under
an “encouragement to disclose’ standard and argue that a mandatory
disclosure approach would invite the possibility of more costly litiga
tion because more SDO members and participants could be targeted
for alegedly breaching this duty.™® Second, some parties claim that a
mandatory disclosure approach would discourage participation in
SDOs because it could become very difficult, costly, and time-
consuming to abide by a disclosure obligation. Greater due diligence
and even company-wide patent searches would become necessary to
ensure compliance.**” Third, some parties claim that other mecha-
Pismlsisbeaid% mandatory disclosure exist to avert gaming of the sys-
em.

None of these arguments withstands analysis. First, athough little
litigation has occurred under encouragement-type policies, until re-

115. CEA, TECHNOLOGY & STANDARDS PROCEDURES MANUAL § 7.2.5.1 (adopted Seqx.
10, 2002), at http://www.ce.org/standards/pdf/ep23.pdf ; seealso INST. OF ELEC. AND ELECS.
ENG'RS, INC., UNDERSTANDING PATENT ISSUES DURING |IEEE STANDARDS DEVELOPMENT
(encouraging early disclosure of necessary claims), at http://standards.ieee.org/board/pat/
guide.html (last visited Mar. 17, 2004); INT'L TELECOMM. UNION, GUIDELINES FOR
IMPLEMENTATION OF ITU-T PATENT PoLicy 2 (2002), at http://www.itu.int/itudoc/
i tu-t/patents/policy/guide.pdf (“ The guidelines encourage the early disclosure and identifica-
tion of patents that may relate to Recommendations under development.”). By contrat,
many prominent SDOs require patent disclosure. See, eg., INTL ORG. FOR
STANDARDIZATION, CONSOLIDATED PROCEDURES FOR THE TECHNICAL WORK OF SO
§2.14 (2003), at http://www.tc67.addr.com/docs/I SO_Dir_1.pdf. Thisdirective stated:

The originator of aproposa for a document shall draw the attention

of the committee to any patent rights of which the originator isaware

and considers to cover any item of the proposal. Any party involved

in the preparation of adocument shall draw the attention of the com-

mittee to any patent rights of which it becomes aware during any

stage in the development of the document.
Id.; see also W3C, supra note 107, §6.1, at http://www.w3.org/Consortium/Patent-Policy -
20030520.html; INTERNET ENG'G TASK FORCE, INTELLECTUAL PROPERTY RIGHTSIN IETF
TECHNOLOGY § 6.1 (Feb. 2004), at http://www.ietf.org/rfc/rfc3668.txt; EUROPEAN
TELECOMM. STANDARDS INST., ETSl INTELLECTUAL PROPERTY RIGHTS PoLicy, §4.1
(2000), at http://www.etsi.org/legal/documents’ETSI_| PRPolicy.pdf. This policy stated:

Each MEMBER shall use its reasonable endeavours to timely inform

ETS| of ESSENTIAL IPRs it becomes aware of. In particular, a

MEMBER submitting a technical proposal for a STANDARD or

TECHNICAL SPECIFICATION shall, on abonafide basis, draw the

atention of ETS| to any of that MEMBER’s IPR which might be

ESSENTIAL if that proposdl is adopted.
Id.

116. See, e.g., ANS| Ottawa Statement, supra note 105, at 13 (noting that, since 1980, the
FTC has publicly concluded only two investigations relating to patents and SDOs).

117. Seeid. at 5-7.

118. See, eg., id. at 12.
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cently very little litigation of SDO patent disclosure issues had arisen
generally, even in SDOs with mandatory disclosure policies. More-
over, in Rambus | and 11, the encouragement-type approach in the pat-
ent policy itself actually has spawned costly litigation. Although the
court found a duty to disclose, it based its finding not on the JEDEC
IPR policy but on direct testimony regarding the actual expectations
and understandings of JEDEC members. Moreover, the low level of
litigation under encouragement-type policies may actually understate
real lurking ssues because harmed parties may not pursue legitimate
fraud or antitrust actions out of a concern that they will not be able to
point to a definitive disclosure obligation in the policy.**®

Second, the argument that mandatory disclosure policies will re-
duce membership or increase the cost of participation in an SDO
wrongfully assumes that complying with a disclosure obligation en-
tails patent searches and other expensive due diligence. As explained
in the next section, this Article’'s standard for an ongoing disclosure
focuses on the knowledge of the individual representative rather than
the collective or aggregate knowledge of the member organization.*?°
This standard also does not require any patent searches to uncover
unknown necessary claims*?* Such an ongoing disclosure obligation

can actually broaden participation and enhance standards-setting effi-

119. Seeinfra note 126 for more discussion on duty to disclose as a prerequisite for
maintaining a fraud or equitable estoppel claim.
120. By contrast, in the landmark case In re Dell Computer Corp., Del’s lighility was
rooted not in the disclosure duty itself but in two other holdings. First, the collective know -
edge of the entire Dell organization was imputed to the Dell representative who test ified in
the SDO at issue. See 121 F.T.C. 616, 624 n.1 (1996) (“Del’s voting representéive made
his certification on behalf of the corporation.”). Second, the representative's failure to dis-
close was not inadvertent. See id. at 625-26. The dissent disagreed, contending that the
majority should not have imputed Dell’ s corporate knowledge to the representative and that
the VESA patent policy “appears for all practica purposes to be like the ANSI policy,”
which encouraged but did not require patent disclosure. | d. at 630 n.6, 637-38 n.19 (Azcue-
naga, Commissioner, dissenting).
The model patent provisionsin the Appendix address the shortcomingsin the Dell major-
ity’s reasoning by making clear that the ongoing disclosure obligation involves only the
actua (and not constructive) knowledge of the member’s representative and declining to
impute corporate knowledge of patent information to the representative
121. Many parties have raised |egitimate concerns about patent searchesin the SDO ca+
text. See, e.g., ANS FTC Testimony, supra note 103, at 9-10. The testimony warned:
Companies that have invested hillionsin research and development in
order to develop a patent portfolio will likely choose not to participate
in a standards-setting activity if they are obligated to undertake an
enormous patent portfolio search and be burdened in connection with
each such activity or risk losing their intellectual property rights. This
in turn would deprive standards-setting activities and ultimately con-
sumers of both (a)the possibility of standardizing cutting-edge tech-
nology that could then become accessible to competing
manufacturers and (b) the participation in the standards-setting activ-
ity of individuals with valuable technica expertise.

Id. Because these concerns are valid, the disclosure standard and provisions discussed

herein do not impose such a search obligation on SDO members.



504 Harvard Journal of Law & Technology [Val. 17

ciency instead of discouraging SDO participation and increasing costs
because al participants will have the same understanding of their own
obligations and the obligations of others. Also, patent rights will be
disclosed earlier in the process, alowing technical working groups to
avoid the costs and delays caused by either nondisclosure of patent
rights or very late disclosure, which may nullify al the standard de-
velopment work done to that point. In fact, voluntary disclosure poli-
cies may actually discourage membership and increase the costs of
participation because members will be concerned about the possibility
of gaming by other, less scrupulous members and will take additional
precautions.

The Rambus decisions, especialy the ALJ decision, make clear
that unless SDOs impose an unambiguous obligation to disclose rele-
vant patent information as part of their patent policies, they are invit-
ing questionable and potentially anticompetitive behavior. Certain
members may seek to take advantage of the lack of a disclosure obli-
gation by concealing their necessary claims until very late in the stan-
dards-development process or until after standard adoption?* Again,
recall that Rambus cited the JEDEC patent policy’s lack of a disclo-
sure obligation as a key defense to, and a purported justification for,
its behavior.** Rambus continued to cite this as its key defense in the
FTC's complaint proceeding: “JEDEC's patent disclosure policy was
not the policy that Complaint Counsel allege. The JEDEC patent pol-
icy encouraged, but did not require, the disclosure of certain patents
(those that were essential to the manufacture or use of a JEDEC-
compliant device), but not patent applications. Rambus fully complied
with this policy . ...” *?* Rambus eventually prevailed in the ALJs
Initial Decision.

122. In the sample model disclosure provisionsinthe Appendix, members and their rep-
resentatives have no obligation to disclose potentialy relevant third-party patent rights,
although thisis encouraged. The rationale for thisisthat parties should be required only to
disclose patents and patent applications containing their own necessary claims.

123. See Crawford, supra note 85, at 82 (citing Rambus attorney John Danforth for the
proposition that “JEDEC's unclear and unenforced patent disclosure rules. . . were the
problem, not Rambus’).

124. Post-Tria Reply Brief of Respondent Rambus, Inc. at 2-3, 27, In reRambus, Inc.
(FT.C. Sept. 29, 2003) (No. 9302), at http://www.ftc.gov/os/adjpro/d9302/
030929rptrb.pdf. Note also that Rambus cited the ANSI patent policy’s “ encouragement” to
disclose standard as further support for its defense; the FTC responded by trying to distin-
guish the ANSI and JEDEC policies. See Complaint Counsdl’s Response to Respondent’s
Pogt-Trial Brief at 14-15, In re Rambus, Inc. (F.T.C. Oct. 1, 2003) (No. 9302), at
http://www.ftc.gov/os/adjpro/d9302/031001ccresponsetoreplybrief.pdf. The FTC aso &
gued that JEDEC' s rules and procedures, while relevant, were not dispositive, and that even
if Rambus could prove litera compliance with the JEDEC patent policy, Rambus should
still be found liable based on independent evidence of Rambus's subversive, bad faith con-
duct. See, eg., Complaint Counsel’s Post-Hearing Brief at 20, 80, In re Rambus, Inc.
(FT.C. Sept. 5 2003) (No. 9302), at http://www.ftc.gov/os/adjpro/d9302/
030909ccposthearingbrief.pdf. However, the ALJ rejected this claim. It isimportant to note
that the Federal Circuit suggested that imposing a duty to disclose on Rambus independent
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Third, the alternative mechanisms to mandatory disclosure, such
as the threat of litigation, potential regulatory scrutiny, and the possi-
bility of withdrawal of a standard that has been subjected to a patent
claim, may not prevent parties from hiding their necessary claims!?®
All of these mechanisms have potential shortcomings, especialy if
not paired with a duty to disclose.

For example, as Lemley points out in his recent analysis of IPR
issues facing SDOs, certain important avenues of possible litigation
and regulatory action against bad actors in the SDO context are very
difficult or precluded unless the plaintiff can argue that a clear duty to
disclose was breached.’®® The ALJ decision confirms this analysis,

of a specific requirement in the JEDEC patent policy was suspect. See Rambus 11, 318 F.3d
1081, 1096 n.7 (Fed. Cir. 2003). T he court said:

In the present appeal, the parties do not argue that Rambus's duty was

based on afiduciary or confidential relationship with Infineon. Even

absent waiver of such an argument, a disclosure duty based on afidu-

ciary relationship seems unlikely. Rambus and Infineon are compet i-

tors. Thereis no basis for finding that Rambus and Infineon shared a

fiduciary relationship solely by virtue of their JEDEC membership.

Indeed, theimplications of holding that mere membership formsafi-

duciary duty among all JEDEC members could be substattial and

raise serious antitrust concerns. Here, the parties argued the existence

of aduty based on only Rambus's act of joining JEDEC with aware-

ness of the EIA/JEDEC policy. There is no other proper basis for

finding the existence of a disclosure duty.
Id. The Federal Circuit’s decision does not require SDOs to adopt a mandatory disclosure
policy. The decision only admonishes SDOsto make their patent policies clear. At the same
time, however, SDOs should adopt a mandatory disclosure approach for the reasons dis-
cussed in this Article. Although it is true that the Rambus decision does not compel this
approach, it is equally true that had JEDEC's patent policy contained a clear duty to dis-
close, Rambus likely would not have been able to engage in the behavior it did, and even if
it still engaged in such behavior, it certainly would not have been able to cite the lack of a
disclosure obligation as its central defense to the various fraud and antitrust claims brought
against it. See id. at 1102 (noting that a policy that does not define clearly “what, when,
how, and to whom the members must disclose does not provide afirm basis for the disclo-
sure duty necessary for afraud verdict”).

125. See ANSI Ottawa Statement, supra note 105, at 17. The Statement noted:

The risks are that (1) the gpprova of the standard is subject to with-
drawal, often rendering the company’s innovation relatively useless;
(2) competitors can and usualy do avall themselves of their legal
rights in court if they believe they are being unfairly disadvantaged,
and various legal claims, such as equitable estoppel, laches, patent
misuse, fraud, and unfair competition may be available to prevent a
patent holder from enforcing a patent covering an industry standard
due to the patent holder’s improper conduct in a standards-setting
context; and (3) inthe case of deliberate misconduct, the FTC or DOJ
can intervene.
Id.

126. See Lemley, supra note4, at 1918 (noting that equitable estoppel doctrine may pe-
nalize “action, inaction, or silence where there was an obligation to speak”); id. a 1936
(“Most notably a fraud theory premised on nondisclosure must necessarily be based on
some duty totheplaintiff . ..."). Seealso De Vdllis, supra note4, at 333. De Vellis stated:

Since“[s]ilence doneis not sufficient affirmative conduct to giverise
to estoppel,” it is imperative that standard-setting organizations im-
pose on their members a duty to disclose both patents and pending
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which even the FTC’s own expert conceded.**’ In other words, unless
the SDO establishes a clear disclosure obligation instead of a mere
encouragement to disclose, fraud actions, claims of equitable estoppel,
antitrust actions, and FTC Section 5 actions against the aleged bad
actor may fail despite exhausting many company or government liti-
gation resources. The Rambus litigation shows the difficulty of dem-
onstrating a duty to disclose without a clear statement setting out this
duty in the SDO’s patent policies. A party acting in bad faith during a
standards-setting process may very well view Rambus |1 as providing
a safe harbor for nondisclosure in the absence of clear and consistent
disclosure requirements!?®

patent applications. The standard-setting organization’s prior notice
of this duty creates an obligation to speak, which can giveriseto es
toppel when the member instead responds with slence.

Id. (citations omitted).

127. Seeln the Matter of Rambus, Inc., 2004 F.T.C. LEXIS 17, at *554 (F.T.C. Feb. 23,
2004) (“As set forth below, any such obligation or duty must be clear and unambiguous to
form the basis for antitrud liability or liability under Section 5 of the FTC Act.”); id. at *556
(“In addition, the patent -related equitable estoppel case law upon which Complaint Counsel
rely holds that ‘silence alone will not create an estoppel unless there was a clear duty to
speak, or somehow the patentee’s continued silence reinforces the defendant's inference
from the plaintiff's known acquiescence that the defendant will be unmolested.”” (citations
omitted)); id. at *557 (“JEDEC merely encouraged the disclosure of intellectual property
and any duties Respondent may have had toward other JEDEC members were so unclear
and ambiguous that they cannot form the basis for finding liability in thiscase.”); id. a *353
(“Professor McAfee explained that Rambus's concealing of information about its patent
applications would, in his opinion, be exclusionary only if it violated arule or process.”).

128. The recent dismissal of an FTC complaint against Unocal for failure to disclose pa-
ents further underscores this conclusion. In its complaint, announced on March 4, 2003,
FTC staff aleged that Union Oil Company of California (“Unoca”) committed fraud and
violated Section 5 of the FTC Act in connection with regulatory proceedings before the
Cdlifornia Air Resources Board (“CARB”) regarding the development of reformulated
gasoline (“RFG"). See Complaint, In re Union Oil Co. of Cal. (F.T.C. Sept. 29, 2003) (No.
9305), at http://www.ftc.gov/os/2003/03/unocalcmp.htm. The complaint stated that during
the RFG rulemaking process, Unocal made materialy false and mideading stat enentsto
CARB and other regulatory participants regarding its emissions research results. See id. The
ALJdismissed the FTC's complaint in an initial decision. See Initial Decision at 1-2, Inre
Union Oil Co. of Cal. (F.T.C. Nov. 25, 2003) (No. 9305), at http://www.ftc.gov/
os/adjpro/d9305/031125aljsinitialdecision.pdf. In issuing his decision, the ALJ stated that
Unocal’ s conduct constituted “petitioning” of a governmental authority and was therefore
entitled to antitrust immunity under the Noerr-Pennington doctrine. Id. at 31. To the extent
the complaint contained allegations with respect to Unocal’ s conduct toward the Auto/Qil
Air Quality Improvement Research Program and the Western States Petroleum Association,
the ALJ ruled that resolution of those issues would reguire an “in depth analysis of substan-
tial issues of patent law” that he believed were not within the FTC’s jurisdiction. Id. at 56.
The ALJ accordingly dismissed the complaint in its entirety and terminated the ongoing
hearing. Seeid. at 70.

The ALJ s conclusion that “in depth analysis of substantial issues of patent law” were
beyond the FTC' sjurisdiction further calls into question arguments that a disclosure obliga-
tion is unnecessary in the SDO context because regulatory agencies can pursue bad actors
under their broad enforcement powers. Seeid. at 56. In short, an SDO's imposdtion of a
clear patent disclosure obligation on its members maximizes the ability of the courtsand the
regulators to pursue and punish bad actors under fraud and other legal theories. See also
Stanley M. Gorinson et a., Federal Antitrust Enforcers Focus on Intellectual Property
Abuses, INTELL. PROP. TODAY, Aug. 2003, at 38.
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Finally, although an SDO’s threat of standard withdrawal may be
superficialy appealing, it may not be all that effective as a practica
matter. For example, if certain businesses have already incorporated
the standard technology into their designed and deployed products, it
likely will make little difference to them that the SDO has formally
withdrawn the standard. To maintain such products in the market-
place, parties will still have to obtain a license from the bad actor for
use of its necessary patent claims. If anything, the withdrawal of the
standard may actually compound the harm to these innocent imple-
menters by reducing the breadth and number of products that will
interoperate with their previously developed and deployed products.
Moreover, the aternative, abandoning al the time and investment that
went into designing and producing such legacy products and starting
from scratch, is equally unappealing.

One of Rambus's own economic experts, Professor David Teece,
recently co-wrote an article on standard-setting in which he offers
three reasons why firms that have committed to and invested in a
standard will not want to switch:

First, the industry may have made investments in
implementing the (patented) standard. Products may
have been designed to meet the standard, and facto-
ries geared up to produce the patented standardized
products. While from an economic standpoint those
costs are often “sunk costs” (not recoverable), manu-
facturers clearly do not want to incur the additional
costs associated with switching to another aterna
tive.

Second, the need or desire for compatibility (espe-
cialy backwards compatibility with the existing n-
stalled product base) may make it costly to switch to
a different standard.

Third, and similarly, there is often a significant coor-
dination problem in getting al interested parties to
switch to an aternative. For example, computer
manufacturers may already have designed their
motherboards and computers to work with existing
standardized chips, and switching to a different chip
design would require changes, not only to the chips
themselves, but also to the motherboards and com-
puters. The difficulties associated with coordinating
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the necessary changes may make it impracticable to
switch away from the patented standard.*?°

In short, while the potential drawbacks to an SDO’s imposing a duty
to disclose do not appear to be al that problematic, the potential bene-
fits are palpable.

It is ssimple enough to subject al SDO members to a patent dis-
closure obligation. The more difficult part is determining what must
be disclosed and when that obligation is triggered. For example,
should al patents or patent applications related to a proposed standard
be disclosed or only patents or applications containing necessary
clams? Whose knowledge forms the basis for the disclosure— the
individual representative in the working group or the entire member
organization? Are patent searches required to uncover unknown rele-
vant patents? Is a member required to disclose its necessary claims
with respect to dl of the SDO’s standards or only for those standards
developed by working groups in which the member participated? The
following sections deal with these more complex issues.

2. Disclosure of “Necessary Claims’

It is clearly preferable for the disclosure requirement to cover
“necessary claims’ and not all patents related to the standard. A dis-
closure obligation that has a broader scope than necessary claims will
sgnif icantly increase the costs associated with disclosure (for both the
members and the SDO) with little, if any, benefit. Members will have
to spend more time and money completing and submitting disclosures
and, undoubtedly, the associated licensing declarations. Furthermore,
the working groups would be inundated with more intellectual prop-
erty-related statements, many of which would be meaningless and
inapplicable. It is hard to see the benefit of such costly additional dis-
closures. In the end, the only disclosures that matter are the ones relat-
ing to necessary claims because typically only necessary claims are
subject to licensing for purposes of implementing the standard.**°

3. Knowledge Standard Triggering Disclosure Obligation
However, what knowledge standard triggers the duty to disclose

necessary claims? The Rambus I majority found that the duty to dis-
close at issue was based on an “objective standard,” i.e., whether in

129. David J. Teece & Edward F. Sherry, Sandard Setting and Antitrust, 87 MINN. L.
Rev. 1913, 1937 (2003).

130. See Rambusl|, 318 F.3d 1081, 1101 (Fed. Cir. 2003) (explaining that requiring dis
closure of patent claims beyond those reasonably necessary to practice the standard would
“render the JEDEC disclosure duty unbounded”).
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fact a patent claim “reasonably might be necessary to practice the
standard.”**! Therefore, Rambus's JEDEC representatives personal
and subjective beliefs about whether the SDRAM standard likely in-
fringed Rambus's patent claims were irrelevant to Rambus's duty to
disclose.*®? Rather, the majority cited Rambus's claim that it did not
have an issued or pending undisclosed patent claim that any JEDEC
member would have had to license to practice the standard.**®* The
court also made an independent assessment that substantial evidence
did not exist to support a finding that the Rambus patent applications
at issue had claims that “read on” the SDRAM standard or that “rea-
sonably would be needed to practice the SDRAM standard.”*** In es-
sence, the court held that there was no duty to disclose during
Rambus's SDO participation because years later Rambus disclaimed
the right to alicense for any undisclosed patent claim and a court con-
firmed that there were no necessary claims.

Under the majority’s articulation of such a purely objective stan-
dard, it is difficult to see when an SDO member’s duty to disclose
would ever be triggered. The dissent understandably criticized this
key aspect of the majority opinion.**® It concluded:

[T]he majority’s restatement of the JEDEC policy
might prove impossibly complex. The mgjority’s go-
plication of its rule arguably requires a Markman
clam construction, application of the doctrine of
equivalents, a Festo analysis, and perhaps even a
Johnson & Johnston analysis before anyone can say
for sure whether a claim reads on a standard. Asare-
sult, an action for fraud will become more a federal
patent case than a case arising under state law !

In defense o its position, the majority pointed out an opposite, sig-
nificant problem that could arise if a purely subjective belief standard
applied: “[T]he standard would exempt a member from disclosure if it

131. Id.a 1100. The court stated:

The JEDEC policy, though vague, does not create a duty premised on
subjective beliefs. JEDEC's disclosure duty erects an objective stan-
dard. ... A member's subjective beliefs, hopes, and desires are -
relevant. Hence, Rambus' s mistaken belief that it had pending claims
covering the standard does not substitute for the proof required by the
objective patent policy.

Id.at 1104.

132. Seeid.

133. Seid.

134. 1d.

135. Seeid. at 1117 n.16 (Prost, J., dissenting) (“Rambus's statements that it believed it
had pending claims covering the SDRAM standard is evidence that Rambus did in fact have
claims covering the SDRAM standard”).

136. Id. at 1118 (Progt, J., dissenting).
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truly, but unreasonably, believes its claims do not cover the stan-
dard.”*3’

In actuality, the optimal knowledge standard for the ongoing dis-
closure obligation lies somewhere in the middle. Under this rule, a
member’s disclosure obligation is based on the personal and actua
knowledge of its representative who participates in the SDO working
group that is developing the draft standard. Thus, when a member’s
representative becomes aware of patents or patent applications that he
or she believes contain necessary claims, the member must disclose
the patent or patent gpplication containing the necessary claims.**®

Although it is possible to stop here— and in fact many existing
SDO policies do — a purely subjective knowledge standard does have
the shortcoming noted by the Rambus Il majority.**® This concern
would be most gonounced if an SDO member created an artificial
barrier around its SDO representative to keep him or her blissfully
ignorant of the member’s necessary claims and thereby avoided trig-
gering any disclosure obligation. To address this concern, the SDO’'s
patent disclosure provisions should expressly prohibit a member from
intentionally isolating or shielding its representative from its patent
information to avoid its disclosure obligation. This important caveat
to the personal knowledge standard is spelled out in the Internet Engi-
neering Task Force's (IETF") recently revised IPR policy, which
imposes a disclosure obligation based on the “reasonable and personal
knowledge” of al IETF participants:

137. Id. at 1104.
138. See supra note 3 for the definition of anecessary claim. It isimportant that thisdis
closure obligation and any associated licensing obligation be tied to the particular working
groups of the SDO in which the member actually participated. This will encourage more
members to join and participate in the SDO’ s standards activities because they will be able
to comply with the SDO’ s disclosure and licensing obligations without expending an enar-
mous amount of resources or incurring a significant risk of non-compliance for unrelated
standards. It also satisfies the key objective of the SDO, which isto require early disclosure
of potettially essential technology by those parties that likely have the greatest knowledge
of the technology, i.e., those members of the working group developing the standard. See
also infra note154 (regarding the equally important narrowing of the review period partici-
pation requirement to those members who actually participated in the working group that
developed the standard under review).
139. See Rambus |1, 318 F.3d at 1104. In this regard, note that one of the arguments
Rambus has put forth for its lack of a duty to disclose is that its representative in JEDEC,
Richard Crisp, did not have personal knowledge about Rambus's necessary patent claims.
See, eg, Post-Trial Reply Brief of Respondent Rambus Inc. a 46, In re Rambus, Inc.
(F.T.C. Sept. 29, 2003) (No. 9302), at http://www.ftc.gov/os/adjpro/d9302/030929rptrb.pdf.
Rambus wrote:
As Rambus has repeatedly noted, Complaint Counsel have failed to
show that Mr. Crisp had any such actua knowledge, and evidence of
Mr. Crisp’s state of mind does not remedy this deficiency. Mr. Crisp
did not believe that Rambus had claims in patents or patent applica-
tionsthat it was required to disclose and. . . his belief was correct.

Id. (citation omitted).



No. 2] Disclosure Policiesin a Post-Rambus World 511

“Reasonably and personally known’: means some-
thing an individual knows personally or, because of
the job the individual holds, would reasonably be
expected to know. This wording is used to indicate
that an organization cannot purposely keep an indi-
vidual in the dark about patents or patent applica-
tions just to avoid the disclosure requirement. But
this requirement should not be interpreted as requir-
ing the IETF Contributor or participant (or his or her
represented organization, if anz}Q to perform a patent
search to find applicable IPR.*

The sample patent disclosure provisions set out in the Appendix in-
clude language similar to the italicized language in the above quote.
This qualification of the actual and personal knowledge standard is
not perfect, but it provides a balanced approach that should help miti-
gate the Rambus Il majority’s concern about a purely subjective
knowledge standard.

At the same time, it is important to make clear, as the sample
model disclosure provisions in the Appendix do, that no collective or
aggregate knowledge of the member or its employees regarding patent
information will be imputed to its representative. Also, there is no
obligation on any representative or member to perform a patent search
or other search of intellectua property portfolios to comply with the
disclosure obligation.

If disclosure were based on the collective knowledge of the mem-
ber companies, patent searches could become a de facto requirement.
As a practical matter, many companies would find such an affirmative
duty to identify all potentially applicable patents virtually impossible
to fulfill. As ANSI has observed:

Many U.S. participants, at any given moment, have
literally hundreds of employees participating in as
many standards development activities and in excess
of 10,000 patentsin their intellectual property portfo-
lio. Patent searches are expensive, time-consuming
and not dispositive. They also require a potentially

140. |IETF, supra note 115, §1(I); seealso OASIS, POLICY ONINTELLECTUAL PROPERTY
RIGHTS § 3.1, at http://www.oasis-open.org/who/intellectua property.php (last visited Feb.
23,2004).OASIS s policy stated:

The contributor represents that he has disclosed the existence of any
proprietary or intellectual property rights in the contribution that are
reasonably and personally known to the contributor. The contributor
does not represent that he personally knows of all potentialy perti-
nent proprietary and intellectual property rights owned or claimed by
the organization he represents (if any) or third parties.
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complex lega analysis in addition to atechnical one.
Often the implication of a specific patent in connec-
tion with a particular standard is not easy to ceter-
mine or evaluate. This problem is exacerbated by the
fact that the standard under development usualy is
evolving and its technical specifications are subject
to change up until the final consensus ballot.

By focusing on what the members’ individua representatives know
(with the caveat that members cannot isolate or shield their represen-
tatives), expressly disavowing the imputation of collective corporate
knowledge to a representative, and rgjecting a patent search obliga
tion, the proposed standard minimizes the costs and burdens of a dis-
closure obligation while maximizing early disclosure of important
patent information. Therefore, it aso answers the concern discussed in
the previous section that parties will be discouraged from participating
in the SDO.*2

The individua representative focus of this knowledge standard
makes it difficult for SDO members to object to the disclosure obliga:
tion. Such an objection would be tantamount to saying that even
though an individual representative is aware of potential necessary
claims owned or controlled by its member, the individual could con-
ced this important information indefinitely. Indeed, under an “en-
couragement-type” patent policy, such an informed individual could
theoretically participate in the technical working group’s entire stan-
dard development effort until the very end, helping to steer the focus
of the effort while concealing necessary claims. The representative
could then withdraw at the last minute, thereby cutting off any licens-
ing obligation that might otherwise have accrued. If anything should
cause SDOs and their members concern, this potential loophole is
among the most glaring.

4. The Timing of Disclosure

The timing of disclosure is critical to efficient standards devel-
opment. As ANSI has aptly stated:

141. ANSI Ottawa Statement, supra note 105, at 8-9 (cit &ion omitted).

142. The ongoing patent disclosure obligation triggered by the knowledge standard dis
cussed abovethus has the primary goal of informing the working group as early as possible
that potential patent issues may exist so that technical work-arounds (where practical) may
be considered. At the very least, such early disclosure will inform the working group that
there may be licensing issues and fees associated with certain technologies. In contrast, the
review period disclosure obligation discussed below, which is not limited to the personal
knowledge standard of the member’s representatives, has the primary purpose of alowing
limited exclusions from the default RAND licensing obligation for a member's non-
contributed necessary claims
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Experience has indicated that early disclosure of pat-
entsis likely to enhance the efficiency of the process
used to finalize and approve standards. Early disclo-
sure permits notice of the patent to the standards de-
veloper and ANSI in a timely manner, provides
participants the greatest opportunity to evaluate the
propriety of standardizing the patented technology,
and alows patent holders and prospective licensees
ample time to negotiate the terms and conditions of

licenses outside the standards development process
itself. 143

For this reason, the disclosure obligation should be an ongoing obliga-
tion that applies to all working group members throughout the stan-
dards devel opment process. However, various patent policies differ on
the precise timing d when the actual disclosure statement must be
submitted to the SDO. Some require disclosure when any member
makes a technical contribution to the standard, but others require dis-
closure when a draft standard is first published.*** The most straight-
forward requirement, which also appears to work best with the
knowledge standard discussed above, mandates submission of disclo-
sure statements as soon as a member’s individual representative be-
comes aware of patents or patent applications that he or she believes
:;ontﬂ Q necessary claims covering the draft standard under considera-
ion.

Finally, the timing provision should also address withdrawal.
Most SDO patent policies allow members and representatives to with-
draw from particular working groups or from the SDO as a whole.
They typically provide that withdrawing members can avoid patent
licensing obligations for their non-contributed necessary claims.
However, a problem arises for the working group if a representative
knows about his or her member’s (or its affiliates’) non-contributed
necessary claims, but the member fails to disclose them before with-
drawal. The final standard may still include the technology that would
infringe on the withdraving member’ s patent claims, but the member
may believe that its withdrawd cut off not only its licensing obliga:

143. See ANSI, supra note114, §111(A).

144. The recent revisonsto the |IETF patent policy, for example, take this approach. See
IETF, supra note115, § 6.2.

145. Note that although the disclosure obligation and the timing of disclosureisbased on
the knowledge of the individual representative, it is often the case that the actual disclosure
statement to the SDO is submitted by someone in the member organizaion other than the
individual representative in the working group (e.g., an atorney in the member organiza-
tion’s licensing division). Thisis purely an administrative decision and does not change the
fact that the trigger for submission istied to the knowledge of theindividual SDO represen-
tative.
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tion but aso its obligation to disclose known necessary claims. To
avoid this potential controversy, the SDO’s patent policy should make
clear that a member must disclose prior to withdrawal any necessary
clams (including non-contributed necessary claims) personally
known to its representative, 4

However, once the review period for a fina draft standard com-
mences, a withdrawing member should be subject to a heightened
knowledge standard that goes beyond the personal knowledge of the
member’s representatives. This heightened standard requires disclo-
sure of al of the non-contributed necessary claims that the member
does not wish to license to al implementers on a compensation-free
basis with otherwise RAND terms and ®nditions, not just those
claimsthat are personally known. This feature of the patent disclosure
policy is discussed below.

5. Minimum Contents of Disclosure

Precisely what a member must include in its disclosure statement
to the SDO is aso subject to debate. For example, should the disclo-
sure be limited to issued patents, or should patent applications (both
published and unpublished) be covered as well? If the latter is n-
cluded, should the same minimum contents be disclosed, such as pat-
ent, publication, or application number, or should a different
minimum standard apply?

Disclosure of patent applications — particularly unpublished ap-
plications — is an especialy difficult and sensitive issue. This is be-
cause at odds with the SDO’s desire to know about all technology that
potentially would be nfringed by a proposed standard are two very
legitimate competing concerns. First, the patent claims within a patent
application can change throughout the patent process, so the claimsin
the issued patent may look quite different from the ones initially set
out in the original application. Second, the patent applicant under the
United States system wants to safeguard the confidential nature of
unpublished patent applications at least until they are first pub-
lished.™*

The former concern suggests that any minimum contents disclo-
sure policy should require disclosure only of the patent application,

146. In the case of withdrawal from the SDO, the members' disclosure should only be
required for those standards being developed by working groups in which the members
individua representatives actually participated.

147. In most countries, patent applications are published eighteen months after they are
filed, but in the United States, publication prior to the patent’s issuing can be avoided as
long as the applicant does not also fileor plan to file related applications ou side the United
States. See 35 U.S.C. §122(b)(2)(B) (2004). Therefore, if the gpplication is not pudlished
and a patent never issues, the applicant will not have to disclose his or her invention to the
public.
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not of the patent claims themselves. It aso may mean that under the
“as soon as reasonably possible” timing requirement discussed above,
an SDO member may not reasonably be able to disclose a patent g-
plication because the claims contained in the application do not yet
overlap the working group’s draft technical standard.**®

The latter concern strongly suggests, if not demands, that a differ-
ent minimum contents standard should apply to unpublished patent
applications. Otherwise, disclosure of an application number or con-
tents for an unpublished patent application could compromise the pat-
ent applicant’s valid interest in maintaining confidentiality. For these
reasons, the sample model disclosure policy set out in the Appendix
requires the following minimum contents in patent disclosures:

Issued patents and published patent applications. Disclosure
statements must include, at a minimum (1) the name of the
patent rights holder/applicant, (2) contact information for li-
cense application (if the patent rights holder is either required
or willing to license), (3) the patent number or application
number, and (4) the draft standard to which the disclosure re-
lates. The disclosure need not include any specific patent
claims or other contents of the issued or published patent go-
plication.

Unpublished patent applications. Disclosure statements must
include, a a minimum (1) the name of the patent rights
holder/applicant, (2) contact information for license applica
tion (if the patent rights holder is either required or willing to
license), (3) the fact that an application exists containing the
asserted necessary claims, and (4) the draft standard to which
the disclosure relates. The disclosure need not include any
identifying information (e.g., application number, patent
claims, other contents, or relevant portion of the standard).**°

148. The converseis aso true. Sometimes a draft standard will not overlap with an exig-
ing patent or patent application until the draft standard is further along in its life cycle. In
any event, as noted, it is the point at which the member’sindividual representative person-
aly knows of the patent or patent application and believes that the member’s necessary
claimsoverlap the standard that the member’ s duty to disclose would arise. Seealso Inthe
Matter of Rambus, Inc., 2004 FTC LEXIS 17, at *356 (F.T.C. Feb. 23, 2004) (“As an ew-
nomic matter it is disputed whether the optimal time for disclosure of information regarding
patent interestsis as early in the standardization process as possible. . . . Depending on the
costs and benefits, later disclosure may be optimal.” (citations omitted)).

149. The SDO or the working group chair can aso request that the member update its
disclosure if circumstances warrant (e.g., if the member previously disclosed an unpublished
patent application, and the SDO, nearing finalization of the standard, would like to know if
the application has been published or the patent issued). See W3C, supra note 107, §8 6.5—
6.6; |ETF, supra note 115, §86.4 (discriminating between the minimum contents of disclo-
sure for unpublished patent applications and issued pat ents/published patent applications).
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The working group faces a difficult situation if the member dis-
closes the existence of an unpublished goplication but then declares its
intention not to license the necessary claims contained in the applica
tion.**® Because the SDO will be without the information necessary to
locate and review the respective patent rights, it will not be able to
determine whether a workaround is possible. To address this scenario,
the sample model disclosure policy adds another requirement for un-
published patent applications. If a member is unwilling to license its
non-contributed necessary claims on at least RAND terms and condi-
tions, the member must aso identify the portions of the draft standard
on which the asserted non-contributed necessary claims of the unpub-
lished patent application read.** Although this additional requirement
will continue to safeguard the confidentiaity of the unpublished pat-
ent claims, it will hopefully also afford the working group sufficient
additional information to allow it to determine what aspects of the
draft standard need to be modified to avoid possible infringement.*>?

6. Review Period

As a draft standard nears the end of its life cycle and is about to
be voted on for final adoption, it possibly will contain technology that

150. In the sample model patent disclosure policy, this would be possible only for a
member’ s non-contributed necessary claims because all of the necessary claims contributed
by the member or its affiliate would be subject to the RAND licensing obligation of the
policy. See supra note 3 for the definition of a non-contributed necessary claim.

151. See W3C, supra note107, §8 6.5-6.6. W3C's policy stated:

In the case of laid-open or published applications, the Member’ s good
faith disclosure obligation extends to unpublished amended and/or
added claims that have been allowed by relevant legal authorities and
that the Member believes to be Essential Claims. To satisfy the dis-
closure obligation for such claims, the Member shall either: 1) dis-
close such claims, or 2) identify those portions of the W3C
specification likely to be covered by such claims.
Id.

152. The SDO should require that along with the disclosure statement (or as soon asrea
sonable possible thereafter), the patent rights holder must submit a “licensing declaration”
by which the patent rights holder indicates under what broad terms it will license its neces-
sary clams to implementers of the SDO’s standard. Possibilities include: (1) no license
required for implementers of the standard; (2) on acompensation-free basis and under other
RAND terms and conditions (3) under RAND terms and conditions, including a reasonable
royalty/fee; and (4) no license will be made available. The sanple model disclosure provi-
sions in the Appendix contain provisions regarding licensing declaration. This paragraph
discusses what happens when a party chooses option No. 4.

The SDO should also establish some mechanism for storing and making publicly avail-
able all patent disclosures and licensing declarations relating to its standards, such as
through a web-based search engine. This will alow al parties, including potential imple-
menters, to determine easily which patents cover each SDO standard and which licenses
may be required to implement certain standards. See, e.g., INT'L TELECOMM. UNION, supra
note 115 (containing links to patent databases), at http://www.itu.int/I TU-T/dbase/patent/
index.html (last updat ed Jan. 13, 2004).
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would necessarily infringe the patent claims of three key types of enti-
ties

1. An SDO member (member A) that contributed its patented
technology to the draft standard.

2. An SDO member (member B) that did not make a contribu-
tion but whose patented technology is honetheless included in
the draft standard because another member (member C),
whether unwittingly or knowingly, contributed the patented
technology of member B to the standard.

3. Individualgentities that are not members of the SDO and that
have not participated in the standard development effort
(“non-members’) but whose patented technology was con-
tributed to the standard by an SDO member.

Regarding category 1, the SDO’s patent policy will typically re-
quire licensing on at least RAND terms of any of member A’s neces-
sary claims, as illustrated in the sample provisions in the Appendix.
Regarding category 3, there is little the SDO can do to require these
individual g/entities to disclose or to license their necessary claims to
implementers of the SDO’s final standard. Typically, however, since
implementation licenses will generally include a provision requiring a
reciprocal patent license grant, this scenario is not an additional bar to
widespread adoption of the standard as long as the non-members are
also implementers of the standard. Nevertheless, SDOs need some
additional mechanism to afford member B (in category 2) an opportu-
nity to determine whether or not it will license its “non-contributed
necessary claims’ to implementers. The “review period” provides just
such a mechanism.

The review period is an attempt to balance competing interests.
The member Bs of the world desire a reasonable opportunity to avoid
a default obligation to license their non-contributed necessary claims.
On the other hand, the SDO and potential implementers want to en-
sure that any patented technology included in the SDO’s standards
will be licensed on at least RAND terms to the greatest extent possi-
ble.

During this specified period of at least sixty days, al members
that participated in the development of the standard must review the
final draft standard.*>® Pursuant to the ongoing disclosure obligation
discussed above, they must also disclose any of their non-contributed
necessary claims that they are unwilling to license to al implementers

153. A period of this minima length is required to afford companies, particularly those
with extensive patent portfolios, sufficient time to perform the internal due diligence to
assess whether the draft standard contains material that the company did not itself contribute
but that nonetheless reads on the company’ s necessary claims.
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on a compensation-free basis under RAND terms and conditions. If a
member discloses a non-contributed necessary claim that it does not
wish to license on at least RAND terms and conditions to all imple-
menters of the standard, the member must withdraw prior to the end
of the review period in order to avoid this RAND licensing commit-
ment. Any of the member’s non-contributed necessary claims that are
not disclosed prior to the end of the review period will be subject to
the default RAND licensing commitment.

It is important to note, however, that the review period’s higher
disclosure obligation will implicate patents that are beyond the “per-
sonal knowledge of the member’s representative’ threshold. Rather, it
requires disclosure of dl of the member’s non-contributed necessary
claims that cover the standard under review unlessthe member is will-
ing to license on compensation-free and otherwise RAND terms (in
accordance with the optional disclosure exemption discussed bel ow).

This higher disclosure standard is justifiable with respect to the
review period because the only entities required to participate in the
review period (and thus potentially become subject to the default li-
censing obligation for non-contributed necessary claims) are those
members that participated in the working group and therefore had a
significant ability to affect the scope and direction of the standard>*
Second, the review period occurs at the end of the standard develop-
ment effort, so the member’s IPR due diligence should be less oner-
ous because the standard is, in SDO parlance, “fully baked,”
purporting to be a complete description of aworking solution.

154. In multi-standard SDOs, it will be especialy impatant to make the limited scope of
this participation requirement well known. Otherwise, parties may be grongly discouraged
from joining a multi-standard SDO out of a concern that they would have to commit enar-
mous funds and resources to participate in every review period to avoid a default licensing
obligation for al of the SDO's standards. Although other members beyond the working
group members may elect to participate in the review peiod, they should recognize that
their participation in the review period will subject them to a RAND licensing obligation for
any of their non-contributed necessary claims covered by the standard. By contrast, if mem-
bers that did not participate in the working group refrain from participating in the review
period, no such default icensing obligation would arise under the policy for their non-
contributed necessary claims.

One possible exception to the above is worth noting. In some SDOs, a governing group,
often comprised of select SDO member organizations, is responsible for approving a stan-
dard for adoption even though some of the governing organizations did not actualy partici-
pate in the standard development effort. Although these organizations would be subject to
the ongoing disclosure obligation discussed in Section 111.B.1 for any necessary clams
personally known to such organizations' individual representatives, they would not be obli-
gated to participate in the review period or to disclose their necessary clams under the
elevated disclosure standard that applies during that period. This Article and the specific
provisionsin the Appendix below take no position on whether subjecting such organizations
to the higher disclosure standard is warranted to ensure no conflict of interest, but SDOs
should consider on a case by-case basis whether it is appropriate to apply the review period
provisions to such organizationsif the SDO utilizes a governing group.
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7. Possible Optional Exemption from Patent Disclosure Obligations
for SDO Members Committing to Royalty-Free License

The disclosure obligations discussed above are predicated on the
notion that it is important for the SDO’ s working group to know about
potentially essential patented technology as soon as possible so that it
can determine whether to continue as is or whether it should instead
develop a work-around to avoid infringing the essential patent. This
knowledge is particularly important when the patent rights holder has
refused to commit to license its necessary claims or has failed to make
a RAND licensing commitment, meaning that implementers may have
to pay royalties or other fees.

However, if the patent rights holder is willing to grant compensa
tion-free and otherwise RAND licenses for its necessary claims to all
implementers of the standard, it becomes less important for the patent
rights holder to disclose its necessary claims. In this case, the working
group and the SDO do not need to be as concerned that a license will
not be granted at all or that a royalty or other fee imposed by the pat-
ent rights holder could negatively impact the broad adoption and dis-
semination of the standard. Therefore, the model provisions in the
Appendix contain an optional exemption from the ongoing disclosure
obligation. The SDO may offer this exemption for any necessary
claim that the member commits to license to al implementers of the
standard on a compensation-free and otherwise RAND basis!*> Smi-
larly, the disclosure obligation in the review period would apply only
for those non-contributed necessary claims that the member is unwill-
ing to license to all implementers on compensation-free and otherwise
RAND terms and conditions.

8. Enhancing the Enforceability of an SDO's IPR Policy by Making
Assent to the Policy a Condition of Membership and/or Participation

All of the foregoing provisions and the sample model language
set out below will have legal significance only if the SDO undertakes
measures to ensure that they are enforceable against its members. Be-
cause IPR policies are agreements by members of the SDO to abide
by certain rules regarding intellectual property ownership, their -
forceability is initially a question of contract law. ldedly, SDOs

155. Certain SDO patent policies already contain such an exemption. See, e.g, W3C, s+
pra note 107, §6.2. The working group and the SDO may prefer timely disclosures of all
necessary claims— even those for which no fee will be charged — because the goal of the
model disclosure provisionsis to achieve a balance of the various interests involved. How-
ever, a limited disclosure exemption is a better approach because the patent rights holder
receives a benefit (the cost savings associated with avoiding an ongoing disclosure obliga-
tion) in exchange for a sacrifice (giving up the right to charge implementers a fee for use of
itsessential technology).
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would require members to sign a contract committing them to comply
with the IPR policy.**® For example, an SDO could include in its
membership application a prominent sentence (perhaps highlighted in
bold and/or distinctive typeface) stating the following:

All members of [SDO] are required to review and
comply with [SDO'’s] Intellectual Property Rights
(“IPR") Palicy, its Bylaws, and al other [SDQ] poli-
cies and to ensure that their representatives do so as
well. By signing this Membership Application, the
signatory indicates that it has read and agrees that the
member, its affiliates, and its representatives shall be
bound by the [SDO]’s IPR Policy, Bylaws, and all
other established [SDQ] policies as they existed on
the date of member’s execution of this Membership
Application.**” [Insert hyperlinks to the actual IPR
Policy, Bylaws, and any other listed policies for all
underlined terms.]

Beyond this formal agreement, it is also a good idea for the SDO
to publicize periodically to al of its members (as well as to non-
members that may eventually join or participate in the SDO) the fact
that they are bound by the SDO's IPR policy and to inform them how
they can obtain a copy of this policy. For example, many SDOs have
the chairs of their technical working groups perform this periodic no-
tice/reminder function.®® All of these efforts simply make it more
likely that the terms of the SDO’s IPR policy will be held to be en-
forceable against a member or participant should a dispute ever arise.

Of course, there are some SDOs that do not have a formal mem-
bership application process and do not otherwise require their partici-
pants to execute any agreement in order to participate. The IETF isa
good example of this type of SDO.*° Although ensuring the enforce-
ability of the SDO’s IPR policy in this type of organization is cer-
tainly achievable, it is more difficult. It is even more critical in these
organizations that al current and future participants, including invited

156. See Lemley, supra note4, at 1910.

157. If the SDO has other established policies, such asatrademark or logo use policy not
included inits IPR policy, it should list these policies (and provide a hyperlink to them).

158. See, e.g., ADVANCED AUTHORING FORMAT ASS'N, INC., supra note 86, 84.1 (“All
chairpersons of AAFA Groups shdll remind participants of this ongoing disclosure duty at
the beginning of each AAFA Group meeting and shall provide a copy of this Policy to any
requesting party.”). The sample model language in the Appendix includes a reference to
such periodic reminders by working group chairs

159. See IETF, PARTICIPATING IN THE EFFORTS OF THE IETF, at http://www.ietf.org/
join.html (“ To become a participant in the [ETF, one merely becomes active in one or more
working groups by asking to be added to the WG's mailing list.”) (last visited Mar. 16,
2004).
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experts, are afforded adequate notice of the SDO’s IPR policy and are
informed of the fact that their participation in the SDO constitutes
their assent to the terms of this policy. It is for these reasons, for ex-
ample, that the IETF has developed its “Note Well” statement, which
is prominently displayed on IETF publications.°

V. CONCLUSION

The Rambus litigation, particularly the Federal Circuit's decision
and the ALJs recent decision, makes clear that SDOs need to re
examine their patent policies, particularly focusing on their key patent
disclosure provisions. SDOs must ensure that all members have a
clear sense of their obligations and responsibilities to the SDO and to
other members. Also, courts and regulators should be able, if called
upon, to understand and apply the SDO’s patent disclosure provisions
to determine whether any improper, fraudulent, or anticompetitive
behavior has occurred and should be penalized.

This Article has identified certain core elements that an SDO’s
patent disclosure policy should address. The sample policy provisions
attempt to balance encouragement of participation in and contribu-
tions to the SDO with promotion of widespread adoption and dis-
semination of an SDO'’ s standards. Hopefully, more SDOs will begin
to incorporate similar provisions into their overall IPR policies. This
will create more accessible rules of engagement for SDO participants,
deter efforts to game the system, facilitate a more open and fair stan-
dards development process, and maximize the ability of injured par-
ties, the courts, and federal agencies to prosecute successfully SDO
participants who breach their clear patent disclosure obligations.

160. See |IETF, NOTE WELL STATEMENT, at http://www.ietf.org/ipr.html (last visited Feb.
16,2004); IETF, IETF IPRCHARTER (Dec. 15, 2003) (‘The IETF IPR policy, as embedded,
in RFC 2026 section 10, has proven fairly successful. At the sametime, a perceived lack of
textual clarity on some issues have [sic] made necessary the publication of clarifications
such as the ‘note well’ statement issued in every registration package....”), at
http://www.ietf.org/html.charters/ipr-charter.html.
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APPENDIX

SAMPLE MODEL LANGUAGE FORAN SDO’SPATENT
DISCLOSURE PoLIcY?!!

Note: All capitalized terms should be defined termsin the SDO’s
Palicy.

Section 1

1.1 Patent Disclosure Obligation.

1.1.1 Ongoing Duty to Disclose All Members that Partici-
pate in a particular Working Group or Standard de-
velopment process shall have an ongoing obligation
to disclose certain patent rights held by themselves
or their Affiliates. Specificaly, if, based on the
knowledge standard specified in Section 1.2, the in-
dividual representing a Member (‘ Representative’)
knows of a qudifying patent or patent application,

161. The provisions below are not intended to comprise the entirety of an SDO’s paet
policy. For example, key definitions like “Affiliate,” “ Contribution,” “Member,” “Neces-
sary Claims,” “ Specification,” “ Standard,” etc., are not covered. Other important items not
included are the general patent license provisions, disclaimer provisions, withdrawa and
survival provisions, provisions regarding the confidential or non-confidential treatment of
SDO materialg/discussions, and limitation of liability provisions. Rather, the intent is to
cover the core elements of the patent disclosure policy and certain other provisionsthat are
integrally related to it (such as the patent licensing declaration provisiong. This approach
highlights the focus on the patent disclosure provisions but also acknowledges that key
definitions and other non-disclosure-related provisions could very well differ among SDOs.
By contrast, patent disclosure provisions can be made more consistent across various SDOs.
Therefore, these provisions do not address, for example, whether both oral and written stet e-
ments should be treated as “Contributions,” whether certain elements should be excluded
from the definition of “Necessary Claims’ based on the nature of the standards being devel -
oped, or whether only certain types of Members are eligible to make a Contribution. For
helpful models of these definitions and other provisionsnot covered here, see, for example,
WI-FI ALLIANCE, WI-FI ALLIANCE INTELLECTUAL PROPERTY RIGHTS PoLicy, at
http://www.weca.net/OpenSection/pdf/Wi-Fi_IPR.pdf (last visited Feb. 16, 2004); AD-
VANCED AUTHORING FORMATASS'N, INC., supra note 86.

Asnoted previoudly, the key disclosure and licensing obligations of an SDO’s patent pol-
icy should be narrowly tailored to the specific working groupsin which a member actually
“paticipates.” Accordingly, the term “Participate” should likely be defined by, and used
throughout, the SDO’ s policy to highlight thisfocus. One possible definition, which ismod-
eled after the WiFi policy definition, states: “‘ Participates’ . .. with respect to a Working
Group, shdl mean that a Member: (1) joins or joined the Working Group as a participant,
(2) makes a Contribution to the Working Group, or (3) attends or dtended three or more
meetings of the Working Group, whether in person or by telephone.” Seeid. Art. 1(f) (this
subsection permits attendance as a passive monitor for up to two meetings). Of coursg, if the
SDO is developing only a single standard, then the SDO’s policy could make clear that all
Members will be deemed to participate in al standards efforts for purposes of applying the
disclosure and licensing obligations of the palicy.
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the Member or the Representative must disclose the
patent or patent application, in writing, to [Fill in
relevant SDO Contact]. To reiterate: dthough the
ongoing disclosure obligation under this Section 1.1
applies directly to all Members, this obligation is
triggered based on the knowledge of the Member’'s
Representative(s), as specified in Section 1.2. All
chairpersons of [Fill in SDO Name] Working Groups
shall remind participants of this disclosure obligation
a the beginning of each Working Group meeting and
shall provide a copy of this Policy to any requesting

party.

[Possible Optional] Disclosure Exemption. The dis-
closure obligation in Section 1.1.1 is deemed satis-
fied and no disclosure is necessary if the holder of
the claim commits to license the claim on a compen-
sation-free and otherwise Reasonable and Nondis-
criminatory (“RAND”) basis to al Standard
implementers.

1.2 Knowledge Standard Triggering Ongoing Disclosure Obliga-

tion; No Patent Searches Required.

121

122

Actua and Persona Knowledge of the Member's Rep-
resentative. The Member's ongoing disclosure obliga:
tion under Section 1.1 is triggered when the Member’s
Representative actually and personally knows about a
patent or patent application that he or she believes con-
tains Necessary Claims covering a draft Standard and
that is owned a controlled by the Representative, the
Member he or she represents, or an Affiliate. No col-
lective or aggregate knowledge of the Member, its Af-
filiates, or employees on whose behalf the
Representative is acting will be imputed to such Rep-
resentative. However, a Member is prohibited from in-
tentiondly isolating a Representative from potentially
relevant patent information within the Member or Af-
filiate organization to avoid the disclosure obligation
set forth in Section 1.1.

No Patent Searches Required. Nothing in this Section
or in this Policy imposes any duty or obligation on any
Representative or Member to perform a patent search
or other search of intellectual property portfolios or
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any analysis of the relationship between the draft Stan-
dard in question and the patents or patent applications
that the Member or its Affiliates may hold.

1.3 Minimum Contents of Disclosure The following minimum

contents are required for any disclosure made pursuant to Sec-
tion 1.1 or Section 1.7:

131

1.3.2

Issued Patents and Published Patent Applications.
With respect to issued patents and published patent
applications that are subject to the Section 1.1 or Sec-
tion 1.7 disclosure obligation, the Member must dis-
close a a minimum: (1) the name of the patent rights
holder/applicant, (2) contact information for license
application (if the patent rights holder is either e
quired or willing to license), (3) the patent number or
application number, and (4) the draft Standard to
which the disclosure relates. The disclosure need not
contain or describe any specific patent claims or other
contents of the issued or published patent goplication.

Unpublished Patent Applications. With respect to un-
published patent applications that are subject to the
Section 1.1 or Section 1.7 disclosure obligation, the
Member must disclose at a minimum: (1) the name of
the patent rights holder/applicant, (2) contact informa
tion for license application (if the patent rights holder
is either required or willing to license), (3) thefact that
an gpplication exists containing the asserted Necessary
Claims, and (4) the draft Standard to which the disclo-
sure relates. The disclosure need not contain or de-
scribe any other identifying information about the
unpublished patent application (e.g., application num-
ber, patent claims, relevant portion of the draft Stan-
dard, etc.). However, if the patent rights holder is
unwilling to license a Non-Contributed Necessary
Claim contained in an unpublished patent application
to all implementers of the Standard on at least RAND
terms and conditions,*®? then the Member’ s disclosure
statement must also identify the portions of the draft
Standard on which the asserted Non-Contributed Nec-
essary Claim reads.

162. As noted above, the “no license” option will be available to amember only withre-
spect to non-contributed recessary claims because the SDO's policy will require members
tolicense dl of their contributed necessary claimson at least RAND terms and conditions
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1.3.3 Updating Disclosures for Patent Applications. If a dis-
closure was made on the basis of a patent application
(either published or unpublished), then the [Fill in g-
propriate SDO contact] or Working Group chairperson
may inquire at any time thereafter whether any of the
following has occurred: the publication of a previously
unpublished patent application, the abandonment of
the patent application, or the issuance of a patent. If
the Member’s response to such an inquiry is that the
patent application has been published or the patent has
issued, then the Member must submit anew disclosure
that includes the application number or patent number.
If the Member’ s response to such an inquiry is that the
patent application was abandoned, then the Member
must explicitly withdraw any earlier disclosures based
on the abandoned applicaion.

Nothing herein precludes broader disclosure of unpub-
lished patent applications on a voluntary basis or pur-
suant to a non-disclosure agreement.

1.3.4 Disclosuresin Writing. Disclosure statements must be
in writing and must be sent to [Fill in appropriate SDO
contact, mailing list, instructions for filling out SDO’s
patent disclosure and licensing declaration tem-
plate/web form (if any), etc.].

1.4 Timing of Disclosure The disclosure obligation set out in Sec-
tion 1.1 is an ongoing obligation that begins when the Member
first Participates in a [Fill in SDO Name] Working Group or
Standard development effort.**®* The disclosure of patents or
patent applications under Section 1.1 must be made as soon as
reasonably possible after the Member's Representative be-
comes aware of them based on the knowledge standard in Sec-
tion 1.2. In al events, the disclosure must occur prior to the
Member’'s withdrawal from [Fill in SDO Name] or from a par-
ticular Working Group devel oping the draft Standard at issue.

1.5 Licensing Declarations.

15.1 Selection of Licensing Option. At the same time as or
within a week after a disclosure of Necessary Claims

163. Asnoted, in smaller SDOs, the SDO may not have separate working groups. In such
cases, the policy should make clear that the member’ s ongoing disclosure obligation begins
upon the SDO' s acceptance of the member’ s application for membership in the SDO.
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is made, the Member (or patent rights holder) shall
also submit to [Fill in appropriate SDO contact] awrit-
ten statement selecting one of the following licensing
options for the disclosed Necessary Claims. If submis-
sion within a week is not feasible, the Member must
make its decision as soon as possible thereafter but in
all events prior to the end of the review period.

1.5.1.1 No License Required for Implementers. The
Member (and its Affiliates) will not require
parties to sign any license for such Neces-
sary Claims to make, have made, use, m-
port, offer to sell, sell, lease, and otherwise
distribute or dispose of compliant imple-
mentations of the Standard covered by the
disclosed Necessary Claims; or

1.5.1.2 Compensation-Free, Reasonable and Non-
discriminatory License to All Implementers.
The Member is willing, upon request, to
grant and to cause its Affiliates to grant,
pursuant to Section [Insert relevant patent
license section of this Policy], alicense for
the disclosed Necessary Claims to all per-
sons to make, have made, use, import, offer
to sell, sell, lease, and otherwise distribute
or dispose of compliant implementations of
the Standard covered by such Necessary
Claims without a requirement for monetary
compensation (i.e., no royalty or other fee)
and under other RAND terms and condi-
tions; or

1.5.1.3 Reasonable and Nondiscriminatory License
to All Implementers with Possible Roy-
aty/Fee. The Member is willing, upon re-
quest, to grant and to cause its Affiliates to
grant, pursuant to Section [Insert relevant
patent license section of this Policy], a li-
cense for the disclosed Necessary Claims to
all persons to make, have made, use, import,
offer to sell, sell, lease, and otherwise dis-
tribute or dispose of compliant implementa
tions of the Standard covered by the
disclosed Necessary Claims under RAND
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terms and conditions, which may include a
reasonable royalty/fee; or

Unwilling to Commit to Any of the Above
Provisions. The Member is unwilling to
commit to the assurances in any of the pro-
visions of Section 1.5.1.1, 1.5.1.2 or 1.5.1.3
for the disclosed Necessary Claims. This
“no licensg’ option is not available to a
Member for any Necessary Claims that
cover the Member’s own (or its Affiliates')
Contribution(s). It is available to a Member
only for its (or its Affiliates’) Necessary
Claims that cover the Contribution(s) of an-
other party or material otherwise included in
the standard (“Non-Contributed Necessary
Claims’). However, this option shall not be
available for any Non-Contributed Neces-
sary Clam unless the Member complies
with both the heightened disclosure stan-
dard/obligation and the withdrawal require-
ment of Section 1.7.

Irrevocability of Licensing Declaration. Any declara

tion that selects the licensing option/commitment wn-
der Section 1.5.1.1, 1.5.1.2 or 1.5.1.3is irrevocable.
However, a Member that initially selected the option
in Section 1.5.1.3 may later change its selection to the
option in either Section 1.5.1.1 or Section 1.5.1.2 In
addition, a Member that initially selected the option in
Section 1.5.1.4 (if available) may later change its =
lection to the option in any of Sections 1.5.1.1, 1.5.1.2
or 1.5.1.3'*

164. Notwithstanding this irrevocability provision, an SDO should aso consider includ
ing a provision that allows a member to avoid its licensing obligations under the policy in
those cases where the technical scope of a particular draft standard substantially changes
from what was initially defined in the working group’s charter. Such a provision will protect
members from having to licens their necessary claims for the implementation of a standard
that looks very different from the standard that the member initially thought it would have to
support through the license of its necessary claims. Such a provision would aso be helpful
to the SDO because it would encourage grester participation in its working groups and
would impose added discipline on the working groups to ensure that they remain faithful to
the scope of the standard that they set out to develop, hopefully expediting the development
process. A sample of a provision that the SDO might consider using for this purpose is set

out below:

x. Member Avoidance of Licensing Obligations Due to Substantial
Change in Technical Scope of Standard Each Working Group must
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1.5.3 Continued Effect of Licensing Declaration Upon
Transfer of Underlying Patent. Members shall not
transfer patents containing Necessary Claims to cir-
cumvent the obligations of this Policy. It is expected
that any declaration that selects the licensing op-
tion/commitment under Section 1.5.1.1, 1.5.1.2, or
1.5.1.3 will continue to be effective even if the under-
lying patents/patent applications containing the dis-
closed Necessary Claims are subsequently transferred
to adifferent patent rights holder.

Third-Party Patents Members have no obligation to disclose
potentially relevant third-party patent rights, although such dis-
closure is encouraged. If any potentially relevant third-party
patent rights of a Member or non-Member are disclosed, the
relevant chairperson of the Working Group (or other person
that is designated by [Fill in appropriate SDO entity, such as
Board of Directors]) will attempt to have the third party con-
firm whether it has Necessary Claims and, if so, provide a li-
censing declaration under Section 1.5.1 for the Necessary
Claims.

Review Period; Disclosure of and Licensing Declaration for
Certain Non-Contributed Necessary Claims. After a Working
Group has completed its work on a draft Standard but before
the draft Standard is voted on and approved as a final Standard
by [Fill in SDO name], Members shall review the draft Stan-
dard for any Necessary Claims. The [Fill in appropriate SDO
entity, such as Board of Directors] will specify a starting date
and an amount of time not less than sxty (60) calendar days
during which the review must be completed. The review period
shal be prominently announced on the [Fill in SDO name]
website, and all Members (including those outside the Working
Group that developed the draft Standard under review) shall be

at the outset of itswork carefully define in awritten charter the tech-
nical scope of itswork and its expected output. If thefinal output of a
particular Working Group differs substantialy in technical scope
from one documented at the time the Working Group commenced,
then aMember (including aMember that has previously submitted its
own Contribution to the Working Group) will have no obligations
under Section [Insert relevant licensing obligation sections of this
Policy] in connection with the Standard, provided that the Member
withdraws promptly from the Working Group after first noticing the
substantial change (and in al events prior to the end of the review pe-
riod described in Section 1.7 for the draft Standard) and cites the sub-
stantial change in technical scope in its withdrawal notice. Disputes
over how substantial the change in technical scope actually was will
be resolved, if necessary, by the courts.
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informed in writing (such as by email) about the commence-
ment of the review period. During the review period, al Mem-
bers that Participated in the Working Group that devel oped the
particular draft Standard under review (as well as other Mem-
bers that voluntarily choose to take part in the review) shall:

D Review the draft Standard;

2 Disclose, consistent with Section 1.3, any Non-
Contributed Necessary Claim (not previoudy dis-
closed under Section 1.1) that covers the draft Stan-
dard and that the Member is not willing to deal with all
implementers under the provisions of Sections 1.5.1.1
or 1.5.1.2; and

3 Submit a licensing declaration, pursuant to Sec-
tion 1.5, for any Non-Contributed Necessary Claim
disclosed under the previous paragraph. A Member
that selects the “no license” option under Sec-
tion 1.5.1.4 for any disclosed Non-Contributed Neces-
sary Claim must withdraw from the Working Group or
from [Fill in SDO name] prior to the end of the review
period. However, a Member still must license Neces-
sary Claims that cover its own (or its Affiliates’) Con-
tributions to all implementers on at least RAND terms
and conditions as specified under Section 1.5.1.31%°

If the Member declares its intention not to license certain of its
Non-Contributed Necessary Claims pursuant to Section 1.5.1.4
the Working Group that developed the draft Standard will con-
fer with [Fill in appropriate SDO entity] and determine how to
proceed, such as by revising the draft Standard to work around
the potentially blocking patent claims that the patent rights
holder has declined to license to all implementers. The Work-
ing Group may need to take similar action if a party (such as a
non-Member) alleged to have Necessary Claims refuses to in-
dicate its commitment to license all implementers of the Stan-
dard under at least the provisions of Section 1.5.1.3 If, after
the review period ends, a draft Standard is substantially modi-
fied, a subsequent review period shall be conducted under the
terms of this section before the revised draft Standard is -
proved and published as a final Standard.

165. An SDO may not want to require disclosure of non-contributed necessary claims
here, asin the optional disclosure exemption of Section 1.1.2.
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Default Licensing Commitment for Non-Contributed Neces-
sary Claims Not Disclosed Prior to the End of the Review Pe-
riod. Although there is no obligation on a Member to search its
intellectua property portfolios, the RAND licensing provisions
of Section 1.5.1.3 shall apply if a Member (including any
Member that voluntarily took part in the review period) does
not properly declare under Section 1.5.1.4 its intention not to
license one or more of its (or its Affiliates’) Non-Contributed
Necessary Claims to the extent that the claims cover the Stan-
dard that [Fill in SDO name] ultimately approves and publishes
(“Default Licensing Commitment”). This Default Licensing
Commitment gopliesto al of a Member’'s (and its Affiliates')
Non-Contributed Necessary Claims that cover the Standard ul-
timately resulting from the draft Standard for which the Mem-
ber did not properly disclose and submit a “no license”
declaration under Section 1.5.1.4. The Default Licensing
Commitment applies even if the Member's Representative
lacks Section 1.2.1 actual and persona knowledge.

Termination of Disclosure Obligations. The disclosure obliga
tions specified under Section 1.1 and Section 1.7 terminate
when:

D The Working Group that developed the draft Standard
terminates, or [Fill in SDO name] ceases to exist; or

2 Subject to Section 1.4, the Member withdraws from
the Working Group that developed the draft Standard
or from [Fill in SDO name] pursuant to [Insert relevant
withdrawal section of this Policy].

Disclosure Requests. Disclosure requests will be included in a
prominent place on each draft and final Standard. The follow-
ing language (or its equivalent) will be used for such reguests:

“The [Fill in SDO name] invites any interested party to bring to
its attention any patents, patent applications, copyrights, or
other proprietary rights that may cover technology that may be
necessary to implement this standard. Please address the n-
formation to [Fill in appropriate SDO contact].”

Separate requests may be issued by [Fill in SDO name] or by
the Working Group chair to any party suspected of having
knowledge of Necessary Claims.
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Notice on Standards. All draft and final Standards shall include
the following notice or its equivalent:

“NOTE: The user’'s attention is called to the possibility that
implementation and compliance with this standard may require
the use of an invention covered by patent rights. By publication
of this standard, [Fill in SDO name] takes no position regard-
ing the existence, validity, or scope of any patent, patent claim,
or other intellectual property right that might be claimed to per-
tain to the implementation, practice, or other use of this docu-
ment or the technology described in this document. [Fill in
SDO name] also takes no position on the extent to which any
license under these rights might or might not be available. Nor
does [Fill in SDO name] represent that it has made any inde-
pendent effort to identify any such rights. Copies of patent dis-
closures made to [Fill in SDO name] and any assurances of
licenses to be made available to implementers of this standard
can be obtained from [Fill in appropriate SDO contact, website,
ec].”

Disclosure Obligation of Invited Experts. Invited experts or
members of the public who Participate in a technica Working
Group but are not formal Members of [Fill in SDO name] must
comply with the disclosure obligations of this Policy.




