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I.
The American National Standards Institute (“ANSI”) and the U.S. Voluntary Consensus Standardization System

For more than 80 years, the U.S. voluntary consensus standardization system has been administered and coordinated by the private sector through ANSI, with the cooperation of federal, state and local governments.  ANSI also is the established forum for the U.S. voluntary standardization community, and serves as the United States representative to two major, non-treaty international standards organizations:  The International Organization for Standardization (“ISO”) and, through the United States National Committee, the International Electrotechnical Commission (“IEC”).


ANSI is a unique partnership with membership drawn from industry; standards developers and other professional, technical, trade, labor, academic and consumer organizations; and government agencies.  In its role as the only accreditor of U.S. voluntary consensus standards developing organizations (“SDOs”), ANSI ensures the integrity of the standards development process and determines whether standards meet the necessary criteria to be approved as American National Standards.  ANSI’s approval of these standards (currently numbering approximately 11,000) is intended to verify that the principles of openness and due process have been followed and that a consensus of all interested stakeholder groups has been reached.  ANSI and its accredited SDOs are often characterized as the “de jure” or more formalized standards-setting process in the United States.


ANSI plays an important role in shaping the policies and strategies of the United States voluntary consensus standardization system, including those policies and strategies related to intellectual property law.  Just last year, ANSI brought together a cross section of public and private sector interests to reexamine the principles and strategy that guide how the United States develops standards and participates in the international standards-setting process.  What emerged from that collaboration was the “United States Standards Strategy,” a document that identifies the goals and strategies of the United States’ standards community and provides a vision for the future of the U.S. standards system in today’s globally competitive economy.

The United States Standard Strategy addresses the importance of intellectual property rights, whether such rights relate to patents, trademarks or copyrights that are embedded in standards or copyright protection for the standards themselves.  It also lists among its “tactical initiatives” the following:
· Government should advance and respect policies at home and abroad that ensure the continued ownership and control of the copyrights and trademarks of standards developers.

· All elements of the U.S. standardization system should support policies that allow U.S. standards developers to participate in international standards development activity without jeopardizing their copyrights and trademarks, and that recognize the flexible funding models that exist within the U.S.

In keeping with these policies and goals, ANSI administers three policy committees that formulate ANSI (and sometimes U.S.) positions on intellectual property issues in domestic, regional and international policy areas.  The ANSI Intellectual Property Rights Policy Committee (the “ANSI IPRPC”) is responsible “for broad-based policy and position decisions regarding national, regional and international intellectual property matters, including the global trade aspects of such matters.”  The ANSI Patent Group is responsible for developing ANSI positions on issues relating to the incorporation of essential patents or other intellectual property in national, regional or international standards.  Finally, the ANSI Copyright Group is responsible for developing Institute positions relating to exploitation rights to the copyright in standards and the recognition of copyright protection for standards by courts, legislation, regulatory bodies and the industry.  The Patent Group and Copyright Group are standing committees of the ANSI IPRPC.  Membership in all three groups is open to all interested ANSI members.
II.
ANSI’s Views on Issues Relating to the Inclusion of Proprietary Intellectual Property in Standards

A.
Patents
The benefits and pro-competitive effects of voluntary standards are not in dispute.  Standards do everything from solving issues of product compatibility to addressing consumer safety and health concerns.  Standards also allow for the systemic elimination of non-value-added product differences (thereby increasing a user’s ability to compare competing products), provide for interoperability, improve quality, reduce costs and often simplify product development.  They also are a fundamental building block for international trade.  Accordingly, the standardization of a patented invention can yield pro-competitive benefits, stimulate innovative research and development, and make the patent holder’s intellectual property more accessible to consumers through competing products.

The intersection of standards-setting, patent rights and antitrust concerns is not new territory.  For decades the standards community has fashioned related policies and procedures to provide a roadmap for the inclusion of patented material in standards.  The ANSI Patent Policy, which generally applies to the development of all American National Standards, was derived with the objective of finding a balance among the rights of the patent holder, the interests of competing manufacturers seeking to implement the standard, the consensus of the technical experts from different stakeholder groups on the desired content of the standard, the concerns and resources of the SDO, the impact on consumer welfare, and the need to avoid unnecessary strictures that would discourage participation in the standards development process.  The Policy’s efficacy is, in ANSI’s view, evidenced by the fact that there has not been any adjudicated abuse of the process relating to patents that has occurred in connection with any American National Standard.

The ANSI Patent Policy is very similar to the joint patent policy of ISO and IEC and that of the ITU.  These policies all recognize that it is permissible to develop standards that mandate the use of patented items if there are sufficient technical justifications.  In other words, the technical experts from different stakeholder groups participating in the standards-setting process have to arrive at a consensus that the inclusion of the patented technology is the best technical solution to fulfill the objective of the standards-setting activity.  As recognized by the United States Federal Trade Commission in American Society of Sanitary Engineers,
 excluding a patented invention from a standard can unreasonably restrain trade by misleading consumers, depriving them of information about the performance of the product, or even excluding a technically advanced product from the market.

One recognized result of standards-setting pursuant to internationally-recognized and accepted patent policies (such as those at ISO/IEC, ITU, ANSI and many other well-known standards organizations) is the opportunity to have the “best” technical solution -- which may belong exclusively to a patent holder -- incorporated into a standard and made available to all relevant manufacturers to exploit in competing commercial products.  In return for “sharing” its patented technology (including making it available to its competitors), the patent holder may receive reasonable compensation from implementers of the standard in a non-discriminatory manner.  The patent laws were designed in part to stimulate innovation and investment in the development of new technologies, which can be shared at reasonable rates with all those wishing to implement a standardized solution to an interoperability or functionality challenge.


The current ANSI Patent Policy (which is contained in a set of procedures that govern ANSI-accredited SDOs know as the “Essential Requirements”) provides as follows:

3.1 ANSI Patent Policy - Inclusion of Patents in American National Standards

There is no objection in principle to drafting a proposed American National Standard in terms that include the use of a patented item, if it is considered that technical reasons justify this approach.

If the Institute receives a notice that a proposed American National Standard may require the use of a patented invention, the procedures in this clause shall be followed.

3.1.1   Statement from patent holder

Prior to approval of such a proposed American National Standard, the Institute shall receive from the identified party or patent holder (in a form approved by the Institute) either:  assurance in the form of a general disclaimer to the effect that such party does not hold and does not currently intend holding any invention the use of which would be required for compliance with the proposed American National Standard or assurance that:

a) a license will be made available without compensation to the applicants desiring to utilize the license for the purpose of implementing the standard; or

b) a license will be made available to applicants under reasonable terms and conditions that are demonstrably free of any unfair discrimination.

3.1.2   Record of statement

A record of the patent holder’s statement shall be placed and retained in the files of the Institute.

3.1.3   Notice

When the Institute receives from a patent holder the assurance set forth in a) or b) above, the standard shall include a note as follows:

NOTE – The user’s attention is called to the possibility that compliance with this standard may require use of an invention covered by patent rights.

By publication of this standard, no position is taken with respect to the validity of this claim or of any patent rights in connection therewith. The patent holder has, however, filed a statement of willingness to grant a license under these rights on reasonable and nondiscriminatory terms and conditions to applicants desiring to obtain such a license. Details may be obtained from the standards developer.

3.1.4   Responsibility for identifying patents

The Institute shall not be responsible for identifying all patents for which a license may be required by an American National Standard or for conducting inquiries into the legal validity or scope of those patents that are brought to its attention.

The ANSI Patent Group continually monitors the responsiveness of the ANSI Patent Policy to the needs of ANSI-accredited SDOs.  Indeed, the Patent Policy is currently under revision to provide added clarity to certain of its requirements, such as the requirement that patents embedded in standards be “essential” to the implementation of such standards (see Point 1 on page 7, below).

Under the ANSI Patent Policy, disclosure may be made by a patent holder or third party with actual, personal knowledge of relevant patents.  Once such a disclosure is made, ANSI requires a written statement in order to determine whether the patent holder will provide licenses (a) on reasonable and non-discriminatory (“RAND”) terms and conditions or (b) on a compensation-free basis (that may include other RAND terms and conditions).  If the patent holder submits a patent statement to the effect of either (a) or (b) above, then this creates a commitment by the patent holder and third-party beneficiary rights in implementers of the standard.

Such rights are then addressed in a commercial context outside of the standards-setting environment.  The SDO usually does not have the capability and necessary resources to adjudicate what are essentially commercial and highly technical issues.  The SDO’s responsibility is to ensure that the due process-based procedures for developing consensus on the standard are properly followed.  The standards-setting participants are often technical experts who do not have legal or business responsibilities with regard to licensing issues.  Many believe that the discussion of licensing issues among competitors in a standards-setting context would significantly complicate, delay or derail standards-setting efforts.  Moreover, it may impose a risk that the SDO and the participants will become targets of allegations of improper antitrust conduct.


What happens if the patent holder does not identify and disclose its patent rights prior to the completion of the standard and such patent rights are later discovered or disclosed?  Under ANSI’s patent policy, the patent holder is then required to provide the same assurances to ANSI that are required in situations where patents are known to exist prior to the standard’s approval.  If those assurances are not forthcoming or if potential users can show that the policy is not being followed, the standard may be withdrawn either by the consensus committee or through the appeals process.

The ANSI Patent Policy also embraces the following concepts:

1.
The ANSI Patent Policy focuses principally on “essential” patents.  If it is possible to implement a standard without necessarily infringing on a certain patent, then that patent is not essential.  If the patent is not essential, then the same concerns are not present in that the patent holder cannot “block” others from implementing the standard.  In fact, competitors have an incentive to focus on innovative ways to implement the standard without infringing on any related, non-essential patent.  In addition, if the Policy were to apply to a broader category of patents (such as those that “relate to” the standard), it would be difficult to ascertain the degree to which a patent has to “relate to” the standard in order to be covered by the Policy.  This would be, at best, a nebulous and to some degree arbitrary determination.

That being said, ANSI does encourage the early disclosure of patents that relate to the standard so that the technical committee has as much information as possible as it works on the evolving standard.

2.
The ANSI Patent Policy does not impose a duty on a patent holder to undertake a search of its patent portfolio in order to be able to make a definitive statement to a SDO or ANSI as to whether it has any essential patents.
  Nor does it “impute” knowledge of an employer corporation to an employee participant in the standards-setting process.

If disclosure were based on the knowledge of the participating companies, patent searches would become a requirement.  As a practical matter, many companies would find such an affirmative duty to identify all applicable patents virtually impossible to fulfill.  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 patents in their intellectual property portfolio.  Patent searches are expensive, time-consuming and not dispositive.  They also require a potentially complex legal analysis in addition to a technical one.

Often the implication of a specific patent in connection with a particular standard is not easy to determine or evaluate.  This problem is exacerbated by the fact that the standard under development usually is evolving and its technical specifications are subject to change up until the final consensus ballot.

The problem becomes further exacerbated if the “punishment” for an unintentional failure to disclose an essential patent is to preclude the patent owner from asserting its intellectual property rights against implementers of the standard.  Companies that have invested billions in 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 consumers of both (a) the possibility of standardizing cutting-edge technology that could then become accessible to competing manufacturers and (b) the participation in the standards-setting activity of individuals with valuable technical expertise.

This is not to say that there are not incentives for companies to disclose known patent rights as soon as possible.  Many companies would prefer that their own patented material become the industry standard, and so they are willing to disclose it early in the standards development process.  Some companies are willing to submit a broad patent statement to the effect that, if it turns out that they do have any essential patents, they will license on a RAND or compensation-free basis.  Other companies are reluctant to submit a more blanket patent statement because they may have some patents that they are not willing to license and they fear that a competitor could seek to have the related technology included in a standard in an effort to gain access to it.

The real concern is the deliberate and intentional failure to disclose an essential patent in an effort to gain an unfair competitive advantage.  As discussed later in this paper, there are mechanisms currently in place to discourage such conduct.

3.
The ANSI Patent Policy currently does not apply to pending patent applications.  This is due to the confidential nature of such applications and the fact that patent applications impose an additional layer of uncertainty (above and beyond the changing technical content of a standard under development) given the dynamic nature of the patent approval process and the fact that a valid patent determination has not yet been made.  Nothing in the Patent Policy precludes the voluntary disclosure of pending patent applications.  The ANSI Patent Policy treats patents approved after the standard’s completion in the same manner that it treats subsequently discovered patents.  The Patent Policy is applied and, if the patent holder is not willing to license its technology on compensation-free or RAND terms, then the standard’s approval may be revoked.

4.
Assessment of the existence and validity of asserted patent rights is conducted outside of the standards-setting venue.   ANSI and the SDOs do not have the ability or the resources to undertake this effort.  In addition, if they did undertake this responsibility, they would be faced with possible claims if their determination was either incorrect or incomplete.

5.
Specific licensing terms are discussed outside of the standards-setting venue.
  As noted before, injecting the review or discussion of proposed licensing terms into the standards-setting process often is not appropriate given that the expertise of those in attendance usually is technical in nature as opposed to commercial or legal.  In addition, because of concern over possible claims of improper conduct by the SDOs and participants, discussion of licensing terms is unlikely to occur without a clear “safe harbor” protection mechanism.  Certainly nothing in the ANSI Policy prohibits a patent holder from voluntarily disclosing its proposed licensing terms and conditions.  However, RAND does not mean that each licensee will receive exactly the same set of terms and conditions because other considerations (such as reciprocal cross-licensing) may be a factor.

B.
Copyrighted Software
ANSI currently is considering whether to fashion a policy relating to the incorporation of copyrighted software/source code in American National Standards.  In this regard, the ANSI Patent Group generally concurs with the approach taken by the ITU-T, which is to discourage the inclusion of essential copyrighted material in standards for the following reasons:

The legal issues relating to copyrighted material are very different than those relating to patented material.  Because copyright law does not bestow on the copyright holder intellectual property rights similar to those patent law provides for patent holders, there are compelling reasons to treat copyrighted and patented material differently when they are reflected in standards.  There are important differences between these rights.  For example, a patent represents a right based on an independent judgment that the holder has contributed an innovation.  No such judgment has been made with respect to a copyright.

In addition, copyright only protects one particular expression of an idea, while a patent defines a specific technology or invention in a more abstract sense and grants fairly broad and exclusive rights to the patent holder.  As a result, the likelihood of alternative implementations that do not infringe the copyright in the software is much greater with copyright.  The limited scope of copyright protection protects against copying and would not preclude independent implementations that perform the same function; thus it is possible for competitors to work around a copyright by developing their own implementation.  In contrast, it is possible to have patents that are “essential” to some desired feature or function and the more exclusive rights granted to patent holders make alternative implementations virtually impossible.  If a standard requires that all implementers of the standard copy a specific copyrighted work, then by being endorsed as a standard, the copyright right has taken on a significance far beyond that which the original copyright right provided.

ITU-T Software Copyright Guidelines at 2.1.

Standards often can be written around copyrighted material using performance-based requirements or creating a new expression of the underlying idea within the technical process.  Accordingly, a standards developer should carefully consider these types of preferred options before considering the inclusion of copyrighted software source code in a standard.  This will help ensure that the resulting standard is more flexible because it is not tied to any particular product or single implementation.  Id.

A standard may include software that is submitted to the consensus body/technical committee with asserted restrictions.  Such software, if incorporated, either expressly or by reference, into the standard, may be either essential or non-essential to its implementation.  If the software is essential, it is not possible to implement the standard without infringing on the copyright associated with that software.  Many of the issues regarding essential and non-essential software are the same but the licensing implications may be very different.  Id. at 2.3.

Incorporating copyrighted software in a standard raises additional issues that must be addressed.  These issues include:

· The software has to be maintained, which raises issues as to what is to be done if a glitch is discovered in the software and who is responsible for developing a solution.  Although this is an issue in general, it is even more important to clearly define maintenance responsibilities when copyrighted software is used in a standard.

· Similarly, there may be a need to extend the software to address desired enhancements.  Again, who is responsible for addressing this issue? The impact on the intellectual property must be properly understood.

· The range and complexity of possible licensing terms is very broad.

· Software generally has lower readability than natural language (e.g., a textual description including tables, diagrams, and equations) although many other description methods (e.g., pseudo-code) can suffer the same limitation.

· Often the need to protect trade secrets may complicate the process and restrict access to the copyrighted material until late in the standardization process.

See ITU-T Software Copyright Guidelines at 2.3.1.


When the issue of including copyrighted software source code in standards has been addressed in the past, it was handled effectively on a case-by-case basis.  A standard that requires the use of particular software should be an exceptional situation and agreed to within the consensus body.  Whenever possible, a standard should be based on functional specifications and should be an unencumbered expression of a proposed implementation as opposed to mandating the use of a specific and proprietary copyrighted software/source code.
C.
Trademarks
The ANSI Patent Group is considering the development of a policy or guidelines related to the inclusion of trademarks, service marks or certification marks in American National Standards.  These types of marks serve as a very different kind of intellectual property from patents and copyrights.  Generally, a “trademark” is any word, name or symbol (or any combination thereof) that is used to distinguish the trademark owner’s products from competing ones, in large measure by serving as an indication of the source of those products.  A “service mark” is virtually the same except that it is used to identify the source of services and distinguish the service provider’s services from those of its competitors.  A “certification mark” is a mark used by a person or entity other than the owner of the mark.  Usually such person or entity seeks to use the mark to indicate that its product or service meets the necessary criteria for which the mark stands.

Marks often can be referenced legitimately pursuant to fair use principles without acknowledging the mark or seeking prior permission from the mark owner.  If referenced properly, marks rarely (if ever) will constitute an essential intellectual property right vis-à-vis a standard that would require the standards developer or those seeking to implement the standard to obtain a license from the mark owner.  However, certain non-referential uses of a mark may require permission or a license from the mark’s owner.

The primary concern relating to the inclusion of a mark in a standard is whether it would appear as if the standard is endorsing one particular proprietary product or service over competing ones.  As a general rule, standards should provide a description of features from which competing and interoperable implementations can be developed.  The appearance that a standard endorses any particular products, services or companies should be avoided.  Therefore, proper names, trademarks, service marks or certification marks of specific companies, products or services should not be included in the text of a standard if it appears that it might cause this effect.

D.
Issues Relating to Copyright in the Standards Themselves
There are a number of decisions of interest to the standards community that have been issued by United States courts.  All such decisions are closely monitored by the ANSI Copyright Group.  For example, the U.S. Courts of Appeals for the Second and Ninth Circuits have addressed the issue whether the text of a privately-authored standard enters the public domain ipso facto when subsequently it is referenced into law by a government body at any level (federal, state, local).  They have held that it does not.  See CCC Information Service, Inc. v. Maclean Hunter Market Reports, Inc., 44 F.3d 61 (2d Cir. 1994) and Practice Management Information Corporation v. AMA, 121 F.3d 516 (9th Cir. 1997).

In CCC, the Second Circuit held that a privately prepared listing of automobile values did not enter the public domain even after several states mandated that insurance companies use these values in calculating insurance awards.  The Second Circuit explained:

We are not prepared to hold that a state’s reference to a copyrighted work as a legal standard for valuation results in loss of the copyright.  While there are indeed policy considerations that support CCC’s argument, they are opposed by countervailing considerations.  For example, a rule that adoption of such a reference by a state legislature or administrative body deprived the copyright owner of its property would raise very substantial problems under the Takings Clause of the Constitution.

CCC, 44 F.3d at 74.

In Practice Management, the Ninth Circuit held that the AMA’s copyright on an edition of “Current Procedural Terminology (CPT)” was unimpaired despite its incorporation into several statutes and regulations.  The Ninth Circuit distinguished the situation in Banks v. Manchester, 128 U.S. 244 (1888), where the Supreme Court held that copyright does not attach to written judicial opinions because judges author these works in their capacity as government employees and their salaries provide sufficient incentive for creating such works.

Instead, the Ninth Circuit found in Practice Management that “copyrightability of the CPT program provides the economic incentive for the AMA to produce and maintain the CPT.”  Practice Management, 121 F.3d at 518.  The Ninth Circuit also quoted a leading treatise on copyright law: “‘To vitiate copyright, in such circumstances, could, without adequate justification, prove destructive of the copyright interest, in encouraging creativity,’ a matter of particular significance in this context because of ‘the increasing trend toward state and federal adoptions of model codes.’” Id. (quoting 1 Melville B. Nimmer & David Nimmer, Nimmer on Copyright § 5.06[C] at 5-92 (1996)).  For this reason, the Ninth Circuit observed that invalidating AMA’s copyright on the CPT would “expose copyrights on a wide range of privately authored model codes, standards, and reference works to invalidation” and thus threaten the development of such codes by non-profit organizations “if the codes and standards enter the public domain when adopted by a public agency.”  Practice Management, 121 F.3d at 519 (footnotes omitted).

In early 2001 the Court of Appeals for the Fifth Circuit addressed the issue whether a private-sector standard loses its copyright protection when it becomes a law or regulation in Veeck v. Southern Building Code Congress International, Inc., 241 F.3d 398 (5th Cir. 2001).  The Southern Building Code Congress International (“SBCCI”) develops and promulgates building codes that are often made mandatory through legislative action by local governments.  Mr. Veeck purchased a copy of SBCCI’s privately copyrighted codes (complete with a shrink-wrap license agreement).  He then posted the codes on his website as the law of the cities of Anna and Savoy, Texas.  Those cities had referenced the codes into their local laws.
In its February 2001 decision, the Court of Appeals for the Fifth Circuit affirmed the District Court’s decision upholding the copyright assertion of SBCCI against Mr. Veeck.  Among other things, the court wrestled with the question whether a private sector standards developer loses the copyright to its standards when such standards are adopted or referenced by a governmental entity.  The court weighed the public interest in encouraging innovation through copyright against ensuring unfettered access to the law.  Among other things, SBCCI argued that not-for-profit organizations that develop these much-needed standards will be unable to continue to do so if their work enters the public domain when adopted by a public authority, resulting in the imposition of a tremendous burden on government bodies to fill the resulting void.

The Fifth Circuit then decided to reconsider its February 2001 decision sitting en banc (which means the full bench of Fifth Circuit judges as opposed to a subset of them sitting as a panel).  The Fifth Circuit issued its en banc decision on June 7, 2002.  See Veeck v. Southern Building Code Congress International, Inc., 293 F.3d 791 (5th Cir. 2002) (en banc).  The full Court narrowly voted in favor of Mr. Veeck.  It appears that the Court’s holding is that SBCCI retains the copyright in its standard, but that “[w]hen those codes are enacted into law … they become to that extent ‘the law’ of the governmental entities and may be reproduced or distributed as ‘the law’ of those jurisdictions.”  293 F.3d at 802.  The Court further observed that laws are not subject to federal copyright law, and “public ownership of the law means that ‘the law’ is in the ‘public domain’ for whatever use the citizens choose to make of it.”  293 F.3d at 799.

The Court also attempted to defuse the arguments made by amici supporting SBCCI’s perspective:

Several national standards-writing organizations joined SBCCI as amici out of fear that their copyrights may be vitiated simply by the common practice of governmental entities’ incorporating their standards in laws and regulations.  This case does not involve references to extrinsic standards.  Instead, it concerns the wholesale adoption of a model code promoted by its author, SBCCI, precisely for use as legislation….  In the case of a model code … the text of the model serves no other purpose than to become law.

293 F.3d at 803-04.  The Court dismissed the amici’s policy arguments as follows:

First, SBCCI, like other code-writing organizations, has survived and grown over 60 years, yet no court has previously awarded copyright protection for the copying of an enacted building code under circumstances like these.  Second, …. [t]he self-interest of the builders, engineers, designers and other relevant tradesmen should also not be overlooked in the calculus promoting uniform codes….  ‘Trade organizations have powerful reasons stemming from industry standardization, quality control, and self-regulation to produce these model codes; it is unlikely that, without copyright, they will cease producing them.’  Third, to enhance the market value of its model codes, SBCCI could easily publish them as do the compilers of statutes and judicial opinions, with ‘value-added’ in the form of commentary, questions and answers, lists of adopting jurisdictions and other information valuable to a reader.  The organization could also charge fees for the massive amount of interpretive information about the codes that it doles out.

293 F.3d at 805-06.

There were two dissenting opinions.  In his dissenting opinion, Judge Higginbotham (joined by three other judges) observed:

In sum, the suggestion that SBCCI’s position asks this Court to extend the reach of the copyright law is exactly backwards.  The copyrights at issue here were concededly valid before the cities adopted them as codes.  The proper question is whether we should invalidate an otherwise valid copyright as well as the solemn contract between the governmental body and SBCCI.  That aggressive contention must find stronger legs than the rhetoric it comes clothed in here.

293 F.3d at 808.

In addition, Judge Wiener authored a 50-plus-page dissent (joined by five judges), in which he expressed his incredulity that the majority would find in Mr. Veeck’s favor despite his unimpeded access to the law:

Reduced to its bare essentials, the majority’s holding in favor of Veeck indisputably enacts the blanket, per se rule that once a copyrighted work is enacted into law by reference, it loses its entire copyright protection, ipso facto, regardless of the nature of the author, the character of the work, or the relationship of the copier to the work or to the governmental subdivision that enacted the work into law through incorporation by reference.  Such an extremely broad and inflexible rule propels the majority’s holding far beyond the ambit of Congress’s enactments, the Supreme Court’s pronouncements, and the opinions of other appellate courts that have addressed similar issues.

293 F.3d at 810.

Judge Wiener noted that Congress, in enacting the National Technology Transfer and Advancement Act of 1995, encouraged federal agencies and departments to rely on privately created codes.  This in turn supports the notion that “[t]echnical codes are indispensable resources in today’s increasingly complex, high-tech society, and they deserve authorship protections not afforded to other types of ‘THE law’” and “the policy considerations that dictate unlimited and unrestricted publishing of judicial opinions and statutes simply do not appertain here.”  293 F.3d at 814-15.  The judge noted that, unlike judges and legislators, SBCCI is a private sector, not-for-profit organization that relies on revenues from the sale of its model codes in order to support the continuation of its standardization work.

SBCCI filed a petition asking the United States Supreme Court to hear an appeal from this decision.  On June 27, 2003, the Supreme Court issued its decision that it would not hear an appeal in the Veeck case, possibly because it is awaiting further development of the related issues in the lower courts.

More recently, on March 27, 2006, a summary judgment decision was issued in a case captioned International Code Council, Inc. v. National Fire Protection Association, 241 F.3d 398, 2006 U.S. Dist. LEXIS 13783.  That lawsuit was based on claims brought by one building code developer (ICC) against another (NFPA) alleging that NFPA’s model building code, the NFPA 5000, infringed ICC’s earlier building code, IBC 2000, in that the two codes used similar or identical language in many of their provisions and tables.  While the court’s decision arose in the context of a preliminary, pre-trial summary judgment motion (i.e., the court denied NFPA’s motion for summary judgment, finding that material issues of fact required that the matter be tried), its analysis of some of the issues (however preliminary) may be of interest to the U.S. standards developer community.


The first issue addressed by the court was whether parts of the building codes were copyrightable at all. The court determined that they were, finding the so-called copyright-law “merger doctrine,” which precludes copyright protection when there is only one way in which to express an idea, inapplicable.  The court reasoned that the “model building codes at issue here are not expressionless ‘recipes’ for creating a particular building, but instead carefully-drafted minimum standards for building construction.”  The court explained:

True, the idea of what a “deck” is exists in the public domain and cannot be copyrighted, but Plaintiff chose to express this idea in Section 1602 of the IBC 2000 as “[a]n exterior floor supported on at least two opposing sides by an adjacent structure, and/or posts, piers or other independent supports,’ rather than as a “flat-floored roofless area adjoining a building,” as the dictionary does.

Id. at 17 (citations omitted).  According to the court, this choice suggested (at this preliminary stage of the case) that ICC’s expression was “sufficiently original and creative to be the proper subject matter of copyright protection.” Id.  While “there may be a limit to the number of ways a particular construction standard may be expressed,” the court was nevertheless “unconvinced that [NFPA] has shown that the code drafting conventions leave its options so limited as to declare all the challenged building code provisions uncopyrightable as a matter of law.”


The second issue addressed by the court was whether ICC (as opposed to the members of its technical committee) was the true “owner” of its building code, and, therefore, able to assert a copyright in its content.  Conceding that it did not obtain written assignments of copyright from the members of its technical committees or written work-for-hire agreements, ICC argued that it acquired copyright ownership in the disputed provisions of its model code by operation of the work-for-hire doctrine which allows courts to presume the acts of authorship of an employee are made “for hire” and belong to the organization that employed the author when such works are prepared within the scope of an employee’s employment by that organization.  ICC argued that its relationship with the authors of the language embodied in the IBC 2000 was that of an employer-employee such that ICC can be deemed the owner of that language without written work-for-hire agreements.

The court opined that under a work-for-hire analysis, the term “employee” is not limited to formal salaried employees.  It determined that a multi-factored analysis should be applied to determine whether the members of ICC’s technical subcommittees were “employees” or “non-employees” under the work-for-hire doctrine.  Among other things, this multi-part test would examine such factors as whether the hiring party has the right to control the manner and means by which the standard is created, whether it has the right to assign additional projects to the technical committee and whether ICC exercised any discretion over when and how long the technical subcommittee members would work.  The court concluded that disputes of fact precluded granting NFPA a dismissal at this time and the case will presumably continue to trial.


In light of the Veeck, ICC and other decisions, ANSI recommends that standards developers make strategic decisions with regard to: (a) how they describe the purpose of their standards, (b) the format in which they publish their standards, (c) how they acquire copyrights in the standards; and (d) how they protect their copyright when such standards are sold or distributed. ANSI’s Copyright Group will continue to monitor the Veeck and other cases which address copyright protection for standards.  

III.
The U.S. Legal Landscape Regarding the Inclusion of Essential Intellectual Property in Standards
This section will address three activities involving the U.S. Federal Trade Commission (FTC) relating to the inclusion of essential intellectual property in standards:  (1) the FTC enforcement action against Rambus, (2) the FTC enforcement action against Unocal and (3) the long-anticipated joint report from the FTC and U.S. Department of Justice (DOJ) stemming from the 2002 hearings on “Competition and Intellectual Property Law and Policy in the Knowledge-based Economy”.


(1)
Rambus
The FTC commenced an enforcement action against Rambus on June 18, 2002 (In re Rambus Inc., Docket No. 9302).  The FTC Complaint charged Rambus with violating Section 5 of the FTC Act by virtue of its conduct in connection with a standards-setting activity at JEDEC.  Rambus had developed and patented its SDRAM architecture for random access memory.  The FTC alleged that JEDEC’s patent policy first impliedly and then later expressly required the disclosure of any knowledge of patents or pending patents that might be necessary to implement the standard under development.  According to the Complaint, Rambus had patents and patent claims that read on the standard and it deliberately chose not to disclose them.  In addition, as alleged in the Complaint, Rambus engaged in an intentional effort to amend its patent claims so that they would continue to map against the evolving standard:

During his four-year tenure as Rambus’ representative to JC-42.3, Crisp [Rambus’ representative at JEDEC] observed multiple presentations relating to technologies Rambus believed were covered - or, through amendment, could be covered - by pending Rambus patent applications.  In fact, in a number of instances, Crisp, while participating in JC-42.3 meetings, sent e-mails back to Rambus headquarters expressing a belief that Rambus had pending applications covering certain technologies being discussed in such meetings, or otherwise suggesting that Rambus’ pending patent applications be reviewed, and if necessary amended, to ensure they covered such technologies.

See Complaint in In re Rambus Inc., Docket No. 9302.

When Rambus decided to withdraw from participating in this standards-setting activity, it did disclose some of its related patents.  However, the FTC alleged that Rambus deliberately did not disclose one or more of the ones that directly read on the standard.  At least one internal corporate memorandum strongly suggested that Rambus was concerned that, if it disclosed its embedded patents and patent claims, the standards committee would revise the standard so that use of Rambus’ technology would no longer be required.
The trial was conducted as a 54-day hearing between April 30 and August 1, 2003, and generated nearly 12,000 pages of transcript and 1,770 admitted exhibits.  The Administrative Law Judge (ALJ) submitted his 334-page Initial Decision dated February 23, 2004 and dismissed the Complaint without a finding of liability against Rambus.  The FTC Complaint Counsel filed a notice of appeal of this Decision to the full FTC Commission.  The Commission may review the entire record and decide both factual and legal matters de novo without deferring to the ALJ’s findings.

Among other things, the ALJ held that Section 5 of the FTC Act alone does not mandate good behavior in a standards-setting context:

No case has been cited to or was found holding that Section 5 of the FTC Act imposes a duty upon corporations that participate in standard setting organizations to comply with the rules of the standard setting organizations, to disclose their patent applications, or to act in good faith towards other members.  Although [Rambus’] conduct may provide a basis for private causes of action, such as breach of contract, fraud, or equitable estoppel, no such duty is created by the provisions of the FTC Act.  (Decision at 258).

This reasoning appears to contradict the same ALJ’s rationale when he denied Rambus’ pre-trial motion for summary judgment.  Rambus had argued in part that the Federal Circuit’s decision in the Infineon case demonstrated that Rambus did not violate JEDEC’s patent policy.  The ALJ opined that Rambus was attempting to frame the issues too narrowly:

In its Motion, Respondent [Rambus] frames the issue to be decided at hearing narrowly: whether Respondent had any duty under JEDEC patent disclosure policies to disclose its patents or patent applications.  However, Complaint Counsel's allegations are far broader than whether Respondent simply had a disclosure obligation under JEDEC patent policies.  The Complaint at paragraph 2 alleges that Respondent engaged in anti-competitive practices 'in violation of JEDEC's own operating rules and procedures - and through other bad-faith, deceptive conduct'.  As a result, the question the Court must address is far broader than that which Respondent suggests.  Whether Respondent engaged in a pattern of deceptive, exclusionary conduct by subverting an open standards process; whether Respondent utilized such conduct to capture a monopoly in technology-related markets; and whether the challenged conduct violates well-established principles of antitrust law are material questions of fact to be resolved at trial.

This earlier decision suggested that the FTC's case could be viewed as conceivably independent of any patent policy considerations.  As discussed below, in the Unocal case there was no operative patent policy; the basis for the allegations of wrongdoing are linked to Unocal’s alleged general fraud and anti-competitive conduct.
It is arguable that the ALJ’s Decision does not sufficiently address Rambus’ allegedly egregious conduct (both with regard to the JEDEC standards-setting activities and Rambus’ aggressive and improper document destruction) and the historically broad reach of Section 5 of the FTC Act to police deliberate efforts to manipulate the standards-setting process to gain an unfair competitive advantage.

(2)
Unocal
The FTC commenced an enforcement action against the Union Oil Company of California (Unocal) on March 4, 2003 (In re Union Oil Company of California, Docket No. 9305).  The Complaint charged Unocal with wrongfully obtaining or seeking to obtain monopoly power and unreasonably restraining trade in violation of Section 5 of the FTC Act.  Unocal filed two motions to dismiss the Complaint.  The first motion sought dismissal based on Noerr-Pennington immunity and the second for failure to make sufficient allegations that Unocal possesses or dangerously threatens to possess monopoly power.

In his Initial Decision dated November 25, 2003, the Administrative Law Judge (ALJ) dismissed the Complaint by granting each of these motions in part.  He held that FTC Complaint Counsel did not meet its burden of (a) establishing that the Noerr-Pennington doctrine did not apply to shield Unocal’s actions vis-à-vis CARB from antitrust liability and (b) alleging sufficient facts to support jurisdiction when the allegations of misconduct involve substantial issues of patent law.

For purposes of these motions, the ALJ assumed that the facts as alleged in the Complaint were true.  These “facts” are summarized herein as follows.

In the late 1980s, the California Air Resources Board (CARB) initiated rulemaking proceedings to determine “cost effective” standards governing the composition of low emissions, reformulated gasoline (RFG).  Those refiners participating in the CARB Phase 2 RFG proceedings recognized that the resulting regulations would require them to make substantial capital investments to reconfigure their refineries.  There was no specified patent policy with regard to these regulatory proceedings.

On December 13, 1990, Unocal filed a patent application with regard to its emissions research results and set forth composition and method claims relating to RFG.  As alleged in the Complaint:

Prior to and after the filing of the patent application on December 13, 1990, Unocal employees and management discussed and considered the potential competitive advantage and corporate profit that could be gained through effectuating an overlap between the CARB regulations and Unocal’s patent claims.  During the same time that Unocal participated in the CARB RFG rulemaking proceedings, specific discussions took place within the company concerning how to induce the regulators to use information supplied by Unocal so that Unocal could realize the licensing income potential of its pending patent claims.  (Decision at 16).

Beginning in 1990 and continuing throughout the CARB Phase 2 RFG rulemaking, Unocal presented to CARB the results of its emissions research and encouraged CARB to include a T50 specification based in large measure on Unocal’s “predictive model approach”.  In a letter dated August 27, 1991, Unocal represented to CARB that “Unocal now considers this [emissions research] data to be nonproprietary and available to CARB, environmental interests, groups, other members of the petroleum industry and the general public upon request.”

The Phase 2 RFG regulations substantially overlapped with Unocal’s patent claims, which were deliberately not disclosed by Unocal.  Instead, Unocal continued to advocate the predictive model as offering flexibility and furthering CARB’s mandate to delineate “cost-effective” regulations.  Following the November 1991 adoption of the CARB Phase 2 RFG specifications, Unocal amended its patent claims in March 1992 so that the patent claims linked more closely with the regulations.  Unocal’s patent was issued on February 22, 1994.  By this time, most of the oil companies had made substantial refinery modifications (costing collectively billions of dollars) to comply with the CARB Phase 2 RFG regulations.  CARB did not become aware of Unocal’s patent until Unocal issued a related press release on January 31, 1995.

Unocal also made similar misrepresentations to two industry groups:  (a) the Auto/Oil Air Quality Improvement Research Program (Auto/Oil Group) and the Western States Petroleum Association (WSPA).  Among other things, Unocal was a party to the Auto/Oil joint research agreement which provided that all of the program’s work would be freely available and in the public domain.  If a participating company chose to present its proprietary research to the Group, it would become the “work of the Program” and be treated similarly.  In addition, WSPA prepared cost studies for CARB’s consideration in connection with the Phase 2 rulemaking.  Unocal participated in developing these studies, knowing that they did not reflect the royalties  Unocal intended to charge in connection with its patent.

In its initial decision, the ALJ held that “Noerr-Pennington immunizes Respondent’s efforts to induce CARB to adopt regulations on low-emissions, reformulated gasoline.”  (Decision at 68)  Moreover, the ALJ concluded, that “[t]o the extent that Respondent’s alleged conduct … was part of Respondent’s scheme to induce CARB to act, it constitutes indirect petitioning protected by Noerr-Pennington.” Id.  The ALJ further held that the FTC does not have jurisdiction to bring antitrust enforcement actions when they involve patent-related issues.  28 U.S.C. section 1338(a) provides that “[t]he district courts shall have original jurisdiction of any civil action arising under an Act of Congress relating to patents, plant variety protection jurisdiction, copyrights and trademarks.  Such jurisdiction shall be exclusive of the courts of the states in patent, plant variety protection and copyright cases.”  The ALJ held that, as a result, the FTC does not have jurisdiction to adjudicate claims relating to Unocal’s alleged misconduct because it would involve consideration of Unocal’s patent(s), the scope of the patent(s), and whether third parties can compete without infringing on the patent(s).


On appeal, the FTC Complaint Counsel argued that the Noerr-Pennington doctrine is not as broad as the ALJ described it and it does not shield Unocal from antitrust scrutiny:

Unocal told CARB and the oil industry that they could make reformulated gasoline using Unocal’s research without charge.  This was business, not politics.  And it was a lie, the centerpiece of a strategy to trick both CARB and the oil industry into making gasoline the Unocal way, which is now covered by five patents.  Neither CARB nor the refiners had reason to believe that Unocal was gaming the regulatory process to create a monopoly for Unocal.  Neither had the means to discover the truth, because only Unocal could know the truth:  that it had applied for patents and intended to demand royalties once the patents issued.  Only later, in 1995, after CARB and the oil industry each were locked in, did Unocal publicly announce for the first time the plan to charge for use of its reformulated gasoline technology.  Now, unless the Commission stops Unocal, the people of California will pay billions of dollars of monopoly rents, as a reward to Unocal for its deceit….  (FTC Complaint Counsel Appeal Brief at 1)

FTC Complaint Counsel argued that an agency proceeding is not a “civil action”.  In addition, Section 1338(a) only expressly excludes state courts and is silent with regard to other adjudicative bodies (including many that were created after Section 1338(a) originally was enacted).  Moreover, the Commission has held in the past that it has the right to hear substantial issues of patent law that are necessary to determine a violation of Section 5 of the FTC Act.  The FTC Complaint Counsel further observed that, if the Commission upheld this determination by the ALJ, the Commission arguably would be precluded from ever reviewing conduct that violated the antitrust laws solely because it involved patent-related issues.

On July 7, 2004, the FTC reversed and vacated the Initial Decision, reinstated the Complaint and remanded for further consideration of the Complaint’s allegations.  2004 FTC LEXIS 115, July 7, 2004.  The FTC found that neither the Noerr-Pennington doctrine nor the claimed absence of FTC jurisdiction provided an adequate basis for Unocal’s motion to dismiss.  Less than a year later, on June 10, 2005, the FTC announced a consent order settling the complaint against Unocal.  Under the terms of the settlement, Unocal will cease enforcing its gasoline patents and release all such patents to the public.

(3)
The FTC/DOJ Joint Report
Among other things, the 2002 joint FTC/DOJ hearings on “Competition and Intellectual Property Law and Policy in the Knowledge-based Economy” focused on the intersection of intellectual property rights, antitrust/competition laws and standards-setting activities.  In April 2002 ANSI provided both written and oral testimony on this topic.  During the week of October 27, 2003, the FTC issued a report stemming from these hearings, entitled “To Promote Innovation:  The Proper Balance of Competition and Patent Law and Policy.”  This report makes recommendations for the patent system “to maintain a proper balance with competition law and policy.”

The FTC and DOJ have indicated an intent to release a joint report containing additional recommendations for “antitrust to maintain a proper balance with the patent system” which will focus more on competition issues and explicitly address standards-setting activities.  Among other things, this report likely will comment on the role of the standards developing organization, particularly with regard to the negotiation of patent licensing terms.  This report was expected to be issued last year and it is not clear why it has not been released or whether the FTC/DOJ continue to contemplate releasing it.

In light of the hearings and the FTC actions against Rambus and Unocal, it was suggested to the FTC and DOJ that they consider issuing “guidelines” with regard to the inclusion of patented material in standards.  In its testimony, ANSI expressed concern regarding this proposal, particularly if such guidelines would essentially impose uniform and arguably undesirable obligations on standards developers and the participants in their standards-setting processes.

No one condones the intentional abuse of a standards-setting process by a participant in order to gain an unfair competitive advantage.  Many of the due process-based procedural requirements reflected in the ANSI procedural requirements for the development of American National Standards provide certain safeguards in the process in order to minimize the risk of unacceptable and anticompetitive conduct surreptitiously taking hold.

With respect to the inclusion of patented technology in standards, there are incentives built into the system that cause it to be effective in discouraging duplicitous conduct by participants.  The risks are that (1) the approval of the standard is subject to withdrawal, often rendering the company’s innovation relatively useless, (2) competitors can and usually do avail 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) in the case of deliberate misconduct, the FTC or DOJ can intervene.  In addition, a company engaging in such conduct likely would lose some of its stature in the standards development community.

The ANSI Patent Policy has proven over time to be an effective means of addressing the incorporation of patented technology into standards.  And, as noted, the ANSI Patent Group continues to monitor the effectiveness of that policy and its responsiveness to current needs.  ANSI is not aware of any abuse of the process relating to patents that has occurred in connection with any American National Standard.

ANSI believes that each standards-setting organization should establish its own patent policy based on its objectives, the nature of the standard being developed, and the consent of its participants, and should avoid any requirements that arguably would necessitate patent searches.  ANSI’s Patent Policy provides a proven, solid foundation for other organizations to consider using with whatever modifications they and their participants decide will be beneficial to their activities.

The very infrequent occasion on which a standards-setting participant is sued by a prospective licensee or by an enforcement agency demonstrates that the current overall system of individually tailored patent policies effectively polices itself under existing legal principles.  Competitors in fact challenge the conduct of those who allegedly are abusing the standards-setting process.  These competitors have the relevant technological and market expertise to most readily detect violations of RAND or other unacceptable misconduct and to assert their rights.

ANSI thanks TIA for inviting ANSI to participate in the GSC-11 and for the opportunity to comment.



� 	ANSI also represents the U.S. in the International Accreditation Forum (“IAF”), which has the goal of reducing duplicative conformity assessment requirements (that often serve as non-tariff barriers to trade) by providing the basis for product certifications and quality system certifications/registrations performed once, in one place and accepted worldwide.  ANSI also participates in the international Quality Systems Assessment Recognition Program (“QSAR”).  Because of the breadth of its participation in standards activities worldwide, the Institute is able to provide a central source of information and education on standards, conformity assessment programs and related activities in the U.S. and abroad.


Through active participation in regional standardization organizations such as COPANT (for Latin America) and PASC (for the Pacific Rim), ANSI provides strong advocacy for the use of U.S. standards and technology throughout the global marketplace.  In doing so, ANSI works very closely with the National Institute of Standards and Technology (“NIST”), the Office of the U.S. Trade Representative (“USTR”), the U.S. Departments of Commerce and State, and other federal agencies, as well as with hundreds of trade associations, companies, and consumer and labor organizations.


�  	See American Society of Sanitary Engineering, Dkt. C-3169, 106 F.T.C. 324 (1985).  It is noteworthy that the invention at issue in that case – the Fillpro valve designed by J.H. Industries - which was “excluded” from the standard was not an “essential” technology.  If permitted by the standard, it would be one of many conforming implementations of the standard.


�  	The ANSI Patent Policy Guidelines provide that: “[D]uring the development period, standards developers may wish to adopt procedures whereby one or more requests are made to participants for the disclosure of patents that may be required for use of standards in process.  Such a request could be made, for example, by including it on letter ballots used in connection with the development of a proposed standard.  Alternatively, other means could be adopted so that requests are repeated throughout the course of the standards development process -- e.g., by a semi-annual notice mailed to each participant in the development process or appropriate working group(s).  This is not to suggest that a standards developer should require any participant in the development process to undertake a patent search of its own portfolio or of any other.  The objective is to obtain early disclosure concerning the existence of patents, where known.  A standards developer may also consider taking steps to make it clear that any participant in the process -- not just patent holder -- is permitted to identify or disclose patents that may be required for implementation of the standard.  Generally, it is desirable to encourage disclosure of as much information as possible concerning the patent, including the identity of the patent holder, the patent’s number, and information regarding precisely how it may relate to the standard being developed.”





�  	The ANSI Patent Policy Guidelines further provide that: “It should also be emphasized that, notwithstanding the incentive for patent holders to indicate any early willingness to license, it may not be possible for potential patent holders to give such an assurance until the standards development process has reached a relatively mature stage.  It might be that only at that time will the patent holder be aware that its patent may be required for use of the proposed standard.  This should not, however, preclude a patent holder from giving an assurance that if its patent is required for use of the standard it will license on reasonable terms and conditions demonstrably free of unfair discrimination.  Thus, standards developers may wish to adopt procedures that would permit and encourage the early indication by patent holders of their willingness to comply with the Patent Policy by providing one of the assurances specified therein.  Such encouragement might take the form of simply advising participants in the development effort that assurances may be made at an early stage, explaining the advantages of early negotiations, or through other means.  While participants in the standards development effort might consider a refusal to provide assurances (or a refusal to commit to offer acceptable licensing terms and conditions) as a ground for favoring an alternative technology, the patent holder is only required to provide assurances called for by the Patent Policy prior to the final approval of the proposed standard as an American National Standard.”


�  	See, e.g., Sony Electronics, Inc. v. Soundview Technologies, Inc., 157 F.Supp.2d 190 (D. Conn. 2001).


�  	The ANSI Patent Policy Guidelines provide that:  “It should be reiterated, however, that the determination of specific license terms and conditions, and the evaluation of whether such license terms and conditions are reasonable and demonstrably free of unfair discrimination, are not matters that are properly the subject of discussion or debate at a development meeting.  Such matters should be determined only by the prospective parties to each license or, if necessary, by an appeal challenging whether compliance with the Patent Policy has been achieved.”
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