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FRAND and Injunctive Relief: Exploring a Standard-Essential Patent Owner’s Right to
Injunctive Relief

Introduction

Often, an industry-adopted technical standard includes technology covered by patents, and the
owners of these patents agree to license the patents on fair, reasonable, and non-discriminatory
(FRAND) terms as part of the standard-setting process.l This article explores options available to the
patent owners when a member of the industry declines to accept a license on terms deemed to be
FRAND by the patent owner, and nevertheless, implements the standard.

A technical standard may be defined as an established norm or requirement which provides a
common design for a product or process. Examples of technical standards include application
programming interfaces, communication protocols (e.g., Wi-Fi and Ethernet), and computer
hardware standards (e.g., USB and HDMI), to name a few. While some technical standards may
arise as the result of widespread use and acceptance in a market (i.e., “de facto” standards) or a
government mandate (i.e., “de jure” standards), in many instances, the adoption of a technical
standard is determined by a standard setting organization (SSO) including manufacturers,
engineers, and users of a given industry.

SSOs and IP Rights

Members partaking in the standard-setting process of an SSO meet with the goal of adoption of a
technology as a standard for the industry. Participation in the standard-setting process of an SSO is
typically voluntary and open to all industry members.2 However, because of the potential market
power resulting from including a member’s intellectual property (IP) in a standard, members of an
SSO must agree to accept the terms and conditions specified in a given SSO’s bylaws. Most SSO
bylaws include two requirements governing ownership of IP. First, members must disclose, prior to
the adoption of a standard, IP rights osf which they are aware that would be essential to the
implementation of a proposed standard. Second, members must commit to license any IP that
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proves essential to an adopted standard on FRAND terms.

While some discrepancies have arisen over the scope of an IP owner’s duty to disclose IP,5 the
commitment to license a standard essential patent (SEP) on FRAND terms has “led to an increasing
number of litigation claims alleging that one party or another . . . has failed to comply with its FRAND
obligations.”6 Even though SEP owners commit to license SEPs on FRAND terms, the “typical SSO
patent policy mandating that a royalty be ‘fair, reasonable and non-discriminatory’ gives little
guidance for royalty determination because ‘reasonable’ can mean different things to a technology
owner and a technology buyer”7. As a result, many failed licensing negotiations result in litigation
between an SEP owner and a party that nevertheless implements the standard in a product.

McDonnell Boehnen Hulbert & Berghoff LLP
www.mbhb.com



snippets.

Entitlement to Injunctive Relief

Given a party’s refusal to accept a proposed license which an SEP owner believes includes FRAND
terms, what remedies are then available for the SEP owner in light of potential infringement of their
IP? Does the embedding of a patent into a standard restrict the SEP owner’s “right to exclude
others” from making, using, or selling their invention?8 It is not challenged that, if an SEP owner has
offered a FRAND license and an implementer of a stanoglard does not license an SEP associated
with the standard, the SEP owner is entitled to damages. But should the SEP owner be entitled to
injunctive relief?

In 2011, the Federal Trade Commission (FTC) initiated a policy project to discuss standard-setting
issues. As part of the project, a W%rkshop was held, and comments from consumers, academia, and
industry members were solicited. Interestingly, one of the questions for which the FTC requested
comments was whether a FRAND commitmﬁnt should preclude a patent owner from seeking an
injunction against practice of the standard. Comments both for and against an SEP owner’s
entitlement to injunctive relief were received. Notably, Broadcom, Cisco Systems, Hewlett-Packard,
IBM, and Research In Motion commented that SElP2 owners should not be entitled to injunctive relief
while Microsoft, Nokia, and Qualcomm disagreed. However, those comments are not binding and,
perhaps as an indication of the current level of uncertainty surrounding the issue, Microsoft has
since published g statement suggesting that it will not seek an injunction against any firm on the
basis of an SEP.

Much of the debate stems from the perceived role that the threat of an injunction plays in SEP
licensing negotiations. For example, often an implementer of a standard may invest heavily in
product design or production facilities associated with a product employing SEP technology, to the
point where switching to an alternative technology may prove costly. Later, during licensing of the
SEP, “the patentee can use the threat of an injunction to obtain royalties covering not only the value
of its invention compared to alternativﬁs, but also a portion of the costs that the infringer would incur
if it were enjoined and had to switch.” Grounded in the belief that the threat of injunctive relief could
negatively affect licensing agreements, theories that committing to license an SEP on FRAND terms
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constitutes a waiver of an SEP owner’s right to seek a court injunction have been developed.

On the other hand, proponents of injunctive relief for SEP owners argue that a “no injunctions rule”
for SEPs would harm the current standardization process. They assert that FRAND commitments,
which are contracts agreed to by patent owners participating in a given SSO, do not include “no
injunctions” provisions. Consequently, “adding a new ‘no injunctions’ pro;gision to that contract,
without patentees’ consent, would be inconsistent with freedom of contract.” They also emphasize
that FRAND commitments are a necessary component of SSO bylaws, designed to secure
reasonable conditions for commercial implementation of standards and yet attract the participation of
innovators. If an SSO’s bylaws are too onerous for innovators, innovators might elect not to
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participate.
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Other supporters of the availability of injunctive relief argue that if SEP owners only relief were an
award of damages, “standard adopters would be invited to take thlgir chances in court and begin
immediately using the invention without trying to obtain a license.” Further, patent owners might
even opt to settle for a license that is less than what they consider fair and reasonable, rather than
face expensive and uncertain court proceedings for an award of damages.

In the midst of the disagreement, others seem to think that trl19e threat of injunctions on FRAND-
obligated patents is a perceived fear that has no factual basis. The Supreme Court has held that
the four traditional E%ctors should be considered in making a determination to grant injunctive relief
for patent dizslputes. One of the four factors requires that the alternative of monetary relief must be
inadequate. While this is only one factor to consider, some courts have recognized that if a
patentee has “engaged in a pattern of licenses under the patent,” it may be “reasonable to expe%
that invasion of the patent right can be recompensed with a royalty rather than with an injunction.”
Thus, injunctions on FRAND-obligated patents are by no means guaranteed or automatic, and
perhaps any perceived threat should be narrowed.

Conclusion

The debate over the availability of injunctive relief for SEP owners has become a closely examined
issue, as SEP owners and implementers alike await rulings by the courts and regulatory
organizations on the matter. As highlighted by Judge Koh of the Northern District of California, “a
number of courts have recognized a legal distinction between a normal patent—to which antitrust
market power is generally not conferred on the patent owner, and a patent incorgsorated into a
standard—to which antitrust market power may be conferred on the patent owner.” Additionzally,
the FTC recently expressed concern to Congress about SEP owners obtaining injunctions. In
testimony presented before the Senate Judiciary Committee, Commissioner Ramizgez alluded to the
rise and potential consequences of SEP owners seeking ITC exclusion orders. Finally, the ITU
announced that “in light of the worldwide increase in [SEP] litigation” the ITU will host a “high-level
roundtable discussion between standards organizations, key industry players and government
officials;’Gin Geneva this October, where topics to be discussed include “entitlement to injunctive
reliefs.” Therefore, the coming months should provide further insight into the availability of
injunctive relief for SEP owners.

Gregory M. Huffman is a patent agent with McDonnell Boehnen Hulbert & Berghoff LLP. Mr. Huffman
provides technological advice in support of validity, infringement, patentability analysis, and patent application
preparation and prosecution in the areas of computing, electrical engineering, and telecommunications.

huffman@mbhb.com

Endnotes

1 RAND is a commonly-used synonym for FRAND.
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