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The European Commission’s Communication on 
Standard Essential Patents

Not a dark alley, but no bright lines either

Paul Lugard and Sohra Askaryar1

I. Introduction

In October 2017 we reported on the European Commission’s (“Commission”) public consultation 
launched in April 2017 on its roadmap for “Standard Essential Patents for a European digitalized 
economy” and an advanced draft of a Communication from the Commission.2 The Commission’s 
initiative is aimed at promoting the European Digital Single Market3 (“DSM”), in particular the 5G 
mobile telecommunications standard and other technologies related to the Internet of Things (“IoT”). 4

The Commission identified three main areas of concern: (1) lack of transparency for implementers 
regarding their exposure to SEPs, (2) unclear valuation of patented technologies and the definition of 
FRAND rates, and (3) lack of certainty and predictability regarding the enforcement of IP rights.5

The views that the Commission expressed in its roadmap and a number of successive draft 
Communications initiated a heated debate between patent holders on one side, who feared an erosion of 
the value of their (future) intellectual property rights, and, more generally, diminishing returns on their 
investments in innovation, and patent implementers on the other side, who felt that they might be 
exposed to excessive royalty rates for the use of SEPs.  The Commission’s intention to interfere with the 
FRAND licensing framework set out in Huawei/ZTE6 in particular caused great concern and criticism.   
Other topics discussed in the roadmap and successive drafts of the Communication were the role of 
Standard Development Organizations (“SDOs”) in increasing transparency on SEPs, thereby allowing 
potential users to identify more easily their exposure to SEPs, and the facilitation of a more predictable 
enforcement environment for SEPs. 

1  Paul Lugard is a partner with Baker Botts LLP (Brussels).  Sohra Askaryar is an associate with Baker Botts LLP 
(Brussels).

2 Paul Lugard and Sohra Askaryar, The European Commission’s Draft Communication on Standard Essential 
Patents: A Useful Roadmap or a Dark Alley?, PUBLIC DOMAIN (Oct. 2017). 
https://www.americanbar.org/content/dam/aba/publications/antitrust_law/at315000_newsletter_201710.authcheckda
m.pdf (subscription required).

3 On the Digital Single Market, see generally http://ec.europa.eu/growth/single-market/digital_en.

4 See https://ec.europa.eu/info/law/better-regulation/initiatives/ares-2017-1906931_en.

5 The European Commission had already identified these concerns in its April 2016 Communication on 
Standardisation Priorities for the Digital Single Market.  See https://ec.europa.eu/digital-single-
market/en/news/communication-ict-standardisation-priorities-digital-single-market.

6 Huawei/ZTE was a landmark judgment of the Court of Justice of the EU (“CJEU”).  See Case C-170/13, Huawei 
Technologies Co. Ltd v ZTE Corp. and ZTE Deutschland GmbH.
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On November 29, 2017, the Commission published the final version of its Communication “Setting out 
the EU approach to Standard Essential Patents.”7 It seems that feedback and criticism from both patent 
owners and patent implementers have not gone unnoticed.  Significantly, in its Communication the 
Commission has elected to avoid taking a clear position on the highly controversial issue of the meaning 
of FRAND, and particular licensing terms and valuation principles.  Instead, the Commission has taken 
on board the comments, acknowledging that the parties to a SEP licensing agreement, negotiating in 
good faith, are in the best position to determine the FRAND terms most appropriate to their specific 
situation.  With regard to reforms of SDO systems, the Commission acknowledges the high costs 
involved, but does not address the concerns substantively.  Finally, concerning the enforcement 
environment for SEPs, the final Communication mostly confirms the Commission’s position described 
in earlier drafts of the Communication.  However, it is worth noting that the Commission moved away 
from the view that the defense against injunctive relief should be available to any party in the value 
chain. 

II. Increasing transparency on SEPs exposure

As was expected based on previous drafts of the Communication, the Commission maintains that SDOs 
play a key role in creating more transparency on SEPs exposure, thus setting the path for fair licensing 
negotiations.  The Commission is critical that declarations are based on self-assessment by the patent 
holder, and not subject to scrutiny of the essentiality of the declared patent. According to the 
Commission this makes licensing negotiations and the anticipation of risks related to SEPs particularly 
challenging, especially for start-ups and small and medium-sized enterprises (“SMEs”).  To remedy 
these shortcomings, the Commission recommends improving quality and accessibility of information 
recorded in SDO databases, and developing an information tool to assist licensing negotiations.

In order to achieve these goals, the Commission suggests providing more user-friendly SDO data 
collections that are fully searchable based on relevant standardization projects.  Furthermore, the data 
collections should include links to patent office databases with updates of patent status, ownership and 
its transfer.  In its Communication the Commission also refers to current SDO policies and expresses the 
view that improvements of databases should be combined with stricter enforcement of these SDO
policies. 

The Commission also criticizes the focus of SDO’s current declaration systems on the technical standard 
setting process and their failure to consider the future licensing of SEPs.  In the Commission’s view 
improving the transparency of SDO data will greatly facilitate licensing negotiations.  To achieve this, 
rightholders should be required to review their declarations at the time of adoption of the final standard 
(and subsequent significant revisions), and when a final granting decision on the patent is taken.  
Furthermore, patent holders should at least refer to the section of the standard that is relevant to the SEP 
and to the link with the patent family, in order to provide sufficient information for users to assess their 
patent exposure.  As patent litigation becomes more common, and the possibility of future litigation 
increases along with it, the Commission suggests that SDO databases should include references to court 
cases and their main outcome of final decisions on declared SEPs, regardless of whether these outcomes 
are positive or negative.

7 See https://ec.europa.eu/docsroom/documents/26583/attachments/1/translations/en/renditions/native.
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In addition, the Commission calls for more scrutiny of essentiality claims, preferably to be carried out by 
independent experts.  With reference to reports from stakeholders, the Commission asserts that recorded 
declarations create a de facto presumption of essentiality in licensing negotiations, which in turn creates 
a lot of pressure for willing licensees to examine the essentiality of a large number of SEPs in licensing 
negotiations.  More scrutiny in this area could avoid broad over-declarations and reduce the burden on 
implementers.  The Commission maintains its position that patent agencies are best placed to take on the 
task of conducting essentiality checks.  It is worth noting that the Commission announces its intention to 
launch a pilot project for SEPs in selected technologies with a view to facilitating the introduction of an 
appropriate scrutiny mechanism.  As we have noted previously, this would potentially entail a 
significant change to the role and responsibilities of SDOs.  

Presumably as a reaction to criticism that the Commission’s recommendations to increase transparency 
on SEPs exposure would be very costly for SDOs, the Commission acknowledges in its Communication 
that proportionality considerations are essential in this context.  However, the Commission also notes 
that proposed incremental improvements with controlled costs can substantially reduce overall 
transaction costs during licensing negotiations as well as infringement risks, and thus benefit both 
parties in negotiations.  It would seem that in an attempt to balance cost and benefit, the Commission 
proposes to apply these standards on SDOs to new and key standards such as 5G, and extend them 
gradually to other areas.

III. General principles for FRAND licensing terms for SEPs

In an initial draft of the Communication, the Commission focused on principles for FRAND licensing 
terms for SEPs, in particular valuation principles for essential technologies, differential licensing terms
depending on the use of the technology and the level in the value chain where technology is licensed.  
The Commission seemed eager to heavily regulate the definition of FRAND terms.  For example, the 
Commission took the view that the value of the technology should be determined on an ex ante basis, 
before the technology is included in the standard.  Furthermore, the Commission seemed inclined to 
significantly limit the discretion of licensors to decide which level in the value chain is licensed, thereby 
seemingly mandating a “license for all” regime.

Since this section would have had the most significant impact on FRAND negotiations and licenses, it 
sparked a fierce debate among stakeholders from both camps, i.e. patent holders and patent
implementers.  Critics warned that an intervention by the Commission on that scale, even if only in the 
form of a legally non-binding Communication, could have severe negative effects on licensing 
negotiations.  It this respect, it was submitted that, despite the Commission’s objective to promote new 
technologies, this could result in delays of the dissemination of 5G and the DSM.  

It is therefore commendable that the Commission acknowledges in the final version of its 
Communication, that “the parties to a SEP licensing agreement, negotiating in good faith, are in the 
best position to determine the FRAND terms most appropriate to their specific situation.”  
Consequently, the Commission refrains from setting a rigid regulatory framework around FRAND 
licensing, and instead establishes a “first set of key signposts on the FRAND concept” to “guide parties 
in their negotiations and reduce litigation.”  
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The Commission’s emphasis that “there is no one-size-fit-all solution to what FRAND is,” and 
“solutions can differ from sector to sector,” may disappoint some implementers and put the mind of 
those at rest who feared the endorsement of a “license for all” by the Commission.  However, patent 
holders who hoped the Commission would more explicitly support a use-based licensing approach, will 
be equally disappointed to hear that the Commission does not support this approach.  The Commission 
asserts that the non-discrimination element of FRAND “indicates that rightholders cannot discriminate 
between implementers that are similarly situated,” and clarifies that FRAND terms must be assessed on 
a case-by-case basis.  In its final Communication, the Commission encourages stakeholders to pursue 
sectoral discussions with a view to establishing common licensing practices, based on the following four 
principles:

(1) Licensing terms must bear a “clear relationship to the economic value of the 
patented technology” and should not include any value resulting from the 
inclusion of the technology in the standard.  In cases where the technology has 
little market value outside the standard, other evaluation methods may be 
required, such as comparing different contributions and their relative 
importance to the standard.  Contrary to previous drafts, in the final 
Communication the Commission does not pursue the notion that the value of the 
technology should be determined on an ex ante basis, before the technology is 
included in the standard.

(2) FRAND value should represent the “present value added” by the SEP, 
irrespective of the value attached to the market success of the final product.8

(3) FRAND valuation should ensure “continued incentives for SEP holders to 
contribute their best available technology to standards.”  The more uncertain 
developers of new technologies are about the return on their investment, the less 
motivated they will be to invest in further innovations.

(4) Royalty stacking should be avoided.  Therefore, the parties should not consider 
individual SEPs in isolation, but rather “take into account a reasonable 
aggregate rate for the standard, assessing the overall added value of the 
technology.”  According to the Commission, increased transparency on SEPs 
exposure will support this objective.  Furthermore, the Commission explicitly 
endorses and encourages the creation of industry licensing platforms and patent 
pools.

It is obvious that these principles are to a large extent aspirational and that their application in practice is 
difficult and will remain subject to discussion.  In any event, compared to previous drafts of the 
Communication, the Commission has clearly chosen to take a back seat when it comes to defining 
“FRAND,” at least for the time being.  However, the Commission notes that it will “monitor progress 

8 The present value is the value discounted to the time of the conclusion of the license agreement.  According to the 
Commission, allowing for the discounting over time is important against the backdrop of license agreements running 
over several years in sometimes technologically fast-moving business environments (see footnote 29 of the 
Communication).  
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achieved and take complementary action on FRAND licensing, as needed.” For this purpose, the 
Commission will set up an expert group to gather industry practice and additional expertise on FRAND 
licensing.  It calls upon stakeholders to continue establishing reliable industry best practices and make 
good use of the communication channel the Commission opened with this initiative. 

IV. A predictable enforcement environment for SEPs 

The Commission asserts that SEPs are more frequently subject to litigation than other patents and 
concludes that a clear dispute framework is required in this area.  The Commission recognizes that 
enforcement of IP rights in the context of SEPs is mainly focused on the availability of injunctive relief.  
Within the boundaries of antitrust law, patent holders should therefore be able to obtain injunctions
against those users who refuse to enter a license agreement and pay royalties.  However, the 
Commission acknowledges that technology users negotiating in good faith must be protected from 
accepting non-FRAND terms to fend off the threat of an injunction. The conflicting interests must be 
balanced carefully.   The Commission acknowledges that further guidance may be required, and refers to 
the framework set out by the CJEU in Huawei/ZTE.

The Commission stresses that injunctive relief must be effective, proportionate and dissuasive, and that 
“concrete requirements may vary according to the individual case.”  However, the more reliable 
information on SEPs is available through the declaration system upfront, the easier it will be for 
negotiating parties and courts to analyze the essentiality of a patent, the allegedly infringing products, 
the proposed royalty calculation, and the non-discrimination element of FRAND.

Furthermore, the Commission endorses alternative dispute resolution (“ADR”) mechanisms, as they 
may offer swifter and less costly dispute resolution, and recommends that outcomes of ADRs should be 
included in SDOs’ databases.  The Commission notes that the Unified Patent Court, once it enters into 
operation, should be in a position to provide a dedicated arbitration and mediation center.  

The Commission also acknowledges that portfolio licenses granted outside national territories are 
compliant with FRAND, provided that the portfolio is limited to the SEPs that the licensee needs to 
produce and market its product.  Bundling of non-SEPs is also permitted, as long as implementers are 
not forced to accept a license for these other patents.  In this respect it is regrettable that the 
Communication may be interpreted as suggesting a stricter approach than the Commission Guidelines 
on technology transfer agreements.9

Finally, in order to raise awareness of the FRAND licensing process and its implications, the 
Commission intends to collaborate with stakeholders, open source communities and SDOs to promote 
an effective relationship between standardization and open source.  To that end, the Commission will 

9 The Communication states that “ ... SEP holders may offer more patents, including non-SEPs, but cannot require a 
licensee to accept a license for these other patents as well.” In contrast, paragraph 264 of the Guidelines on the 
application of Article 101 of the Treaty on the Functioning of the European Union to technology transfer agreements 
provides that “[i]n the assessment of technology pools comprising non-essential but complementary technologies, 
the Commission will in its overall assessment, inter alia, take account of the following factors: (a) whether there are 
any pro-competitive reasons for including the non-essential technologies in the pool, for example due to the costs of 
assessing whether all the technologies are essential in view of the high number of technologies ... .”
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fund studies to analyze complementarities, ways of interacting and differences between the two 
processes. 

V. Concluding remarks 

As noted in our review of the Commission’s roadmap and draft Communication in October 2017, the 
Commission’s recommendations to increase transparency on SEP exposure is a welcomed initiative.  
However, although the Commission is aware that reforms of the SDO system are costly, unfortunately, 
the final version of the Communication does not address head-on valid concerns that reforms would 
involve significant investments.  These investments may create disincentives to participate in standard 
setting. 

The Commission has made it clear that it will closely watch future developments in this area.  While the 
reactions to the Communication range from mildly positive to agnostic, it remains to be seen how the 
Communication will permeate into daily licensing practices.  It is commendable that the Commission 
has chosen not to disregard the feedback received from different stakeholders in the SEP licensing 
world.  Especially with regard to FRAND licensing terms, the Commission has shown good judgment 
by refraining from establishing rigid regulatory guidelines which are at odds with industry practice.  In 
doing so, the Commission has left responsibility to further delineate the meaning of FRAND with 
negotiating parties and courts deciding disputes.  

 


