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Executive	  Summary	  

This report considers the use of patent non-assertion pledges (also referred to as 

promises) as a device to counter what are seen as undesirable consequences of the 

operation of the patent system. These will be referred to in the report as PNAs.  

PNAs take a variety of forms and have been issued from a variety of motives. A 

particular problem, that appears to be more significant in the United States than in 

other jurisdictions, has been the emergence of, so called, non-practicing entities; 

companies that seek to acquire patents not with the intention of using the technology 

specified but as a lever to extract licensing payments from other companies that are 

using the technology. PNAs seek to provide a private law amelioration of a public law 

problem  

This report is presented in 4 parts. In part one, it will outline the methodology adopted 

and describe the industry and legal background to the study and identify key legal 

issues relating to the use of PNA’s considering how these might relate to more 

traditional options such as non-exclusive patent licences. . It will consider the 

different types of triggers or perceived drivers for PNAs, considering six categories: 

(a) dispute settlement, (b) market making, (c) defensive, (d) ex ante regulatory 

intervention, (e) ex post regulatory intervention and (f) philosophical stance; 

Parts 2 and 3 will survey the leading entities offering such provisions, primarily 

through publicly available documents; It will examine a range of contractual 

agreements and unilateral statements. These will be assessed against a number of 

criteria, including: (a) legal nature, (b) usage limitations, (c) conduct limitations (e.g. 

Tesla: ‘in good faith’), (d) jurisdictional limitations, (e) nature of PNA giver (e.g. 

club/community model, such as OIN), (f) an assessment of the legal effectiveness of 

the terms of the PNA 

PNAs differ significantly in terms of their scope and extent and this report considers 

them under a number of categories. A basic distinction is between those PNAs that 

are contractually based and those that take the form of a unilateral pledge.  Each 

approach has benefits and potential pitfalls and these are assessed. 



 

 

Most PNAs considered relate to the development of free or open source software and 

their benefits are offered only to this extent.  The definitions of these concepts are not 

always clear. In some respects the notion of PNAs has links to the copyright concept 

of open source software licences but there is a potential difficulty arising from the 

differing nature of the patent and copyright systems. An approach that is effective in 

one may not readily be transplanted into the other. 

In conclusion, Part 4 of the report will (a) provide an analytic structure for 

understanding this developing phenomenon and (b) identify good or best practices 

given a set of desired outcomes. 

  



 

 

Report	  

1.1	   Introduction	  

Over recent years, limitations have been identified in the utility of patents. We have 

seen numerous instances of lawsuits commenced (seldom definitively settled at a 

legal level) between major companies such as Apple, Google and Samsung. Litigation 

is inevitably time consuming, expensive and uncertain as to its outcome. It has been 

stated that since as far back as 2011, companies such as Apple and Samsung have 

spent more on patent litigation that they have on research and development1. In 

addition to litigation initiated by undertakings seeking to enforce rights that they are 

actively using there has been a growth, especially in the United States of patent 

assertion entities (trolls) who seek to acquire patents with the sole intent of using 

these to demand licence payments from other companies. 

There are indications that some significant players are taking the view that attempting 

to enforce patent rights through the courts is not a productive approach. It has, for 

example  recently been reported2 that Apple and Samsung have ended all patent 

litigation outside the United States whilst Google and Samsung have entered into a 

broad cross-licensing agreement3 designed to prevent future litigation. There is also, 

and the focus of this report, increasing use of patent non-aggression (or non-assertion) 

mechanisms (referred to in this report as ‘PNAs’) that seek to provide companies with 

a degree of assurance that they will not face patent litigation suits.  How extensive the 

degree of assurance may be is an important question and the balance between 

producing a document that is accessible to a non-lawyer but which will avoid 

unanticipated legal consequences is a daunting one. 

1.2	  	   Rationales	  for	  the	  Adoption	  of	  PNAs	  

A variety of forms of PNA can be identified and also a range of reasons that underpin 

their adoption. The common element is the undertaking that patent rights will not be 

enforced in specified circumstances and against specified individuals or companies. 
                                                
1	  http://www.forbes.com/sites/davidthier/2012/10/08/in-‐two-‐years-‐the-‐smartphone-‐
industry-‐has-‐spent-‐more-‐than-‐20-‐billion-‐spent-‐on-‐patent-‐litigation/	  	  
2	  http://www.bloomberg.com/news/2014-‐08-‐05/apple-‐samsung-‐agree-‐to-‐end-‐patent-‐suits-‐
outside-‐u-‐s-‐.html	  
3	  http://www.bbc.co.uk/news/business-‐25908364	  



 

 

Beyond this, a range of approaches and motives can be identified and some of the 

major considerations are described below. 

• A PNA may be entered into between two (or more) companies as part of the 

settlement of a legal dispute. As part of this, the parties may agree not to  

assert patent rights. The Transcore decision discussed below is an example of 

a case where a PNA is established as part of a legal settlement. It is perhaps 

more common for a settlement to take the form of a cross licence agreement 

and this report is not concerned specifically with this topic. 

• The view may be taken that reliance on patents is not in the wider economic 

interests of their owners. A recent example can be seen in the case of the 

electric car manufacturer Tesla which has placed its patent portfolio into the 

public domain. This is in the belief that its own interests will be best served 

through the development of a vibrant electric car market. On this assumption 

Tesla’s real competitors are not other electric vehicle manufacturers but their 

fossil fuel driven rival. The issues in this context are similar to those that arise 

in respect of the wider open source software community. Obtaining a smaller 

share of a larger market may be seen as more beneficial that having a large 

share of a small market. This factor appears to be a driver behind some of the 

PNA policies adopted by Microsoft. 

• There may be a perception that a patent could  be vulnerable to legal challenge 

and that the voluntary grant of rights in respect of part of its use may reduce 

the likelihood of a formal challenge 

• Competition authorities have become increasingly conscious of the link 

between patents and standards. In 2011 the United States and German antitrust 

authorities 4  required that CPTN, a consortium of a companies led by 

Microsoft and which had acquired several hundred patents from Microsoft 

enter into commitments designed to safeguard the interests of open source 

software developers. Access to the patented technologies was to be made 

available subject to the terms of the GNU licence (version 2) and also the 

licence created by the Open Invention Network.  It has long been the case that 

where patented technologies for the basis of standards that its use must be 

                                                
4	  See,	  http://www.zdnet.com/blog/microsoft/microsoft-‐backed-‐cptn-‐alters-‐novell-‐patent-‐
acquisition-‐terms-‐to-‐appease-‐antitrust-‐authorities/9250	  



 

 

licenced on fair and reasonable (FRAND) terms. The role of what are referred 

to as ‘standard essential patents’ has been at the heart of major patent litigation 

involving companies such as Apple, Samsung and Motorola.  

• There is some, albeit limited, evidence to suggest that the professionals who 

are responsible for the innovative work leading to the grant of patents are 

often not in favour of the patent system. Another rationale for the adoption of 

a PNA can be seen in the case of Twitter which has promised that it will not 

seek to enforce any patent rights without the consent of the individuals named 

as inventors on the patent grant 

• Finally, and perhaps most extensively to date, there is the philosophy that 

reliance on patents impedes the use and development of technology. This is 

essentially equivalent to the copyright based notion of open source software 

where collaboration takes precedence over exclusionary behaviour based on 

intellectual property rights. In the patent context, particular attention is paid to 

the role of Patent Assertion Entities, colloquially referred to as trolls who seek 

to acquire patent rights, not with any intent to exploit the technologies but 

rather to secure licensing fees from other companies. The desire to inhibit the 

activities of patent trolls has been at the heart of the development of patent 

non assertion policies. One of the major initiatives in this area is the License 

on Transfer Network (LOT). Its website5 states: 

Had we formed LOT Network in 2005, and if every operating 

company had joined that year, approximately 10,500 defendants in 

PAE litigations using acquired patents may have collectively avoided 

more than $100 billion in costs.  These litigations have slowed the pace 

of innovation, increased prices to consumers, lowered returns to 

shareholders, and disrupted our best technologists and senior 

management from moving our technology and our national economies 

forward.  Instead of spending valuable time doing innovative and 

productive work, our employees are frequently pulled into depositions 

and court defending our companies against patent lawsuits that often 

lack any merit. These litigations impede every aspect of our 

businesses.   
                                                
5	  http://www.lotnet.com/index.cfm	  



 

 

This research is not concerned with the validity of these arguments and does not seek 

to determine whether the patent system is in need of reform. Its remit is restricted to 

examining the private law mechanisms that might be employed by parties wishing to 

allow others to make use of their patented technology. 

Two key mechanisms are considered in this report. The notion of licensing use of 

patented technology is long established and firmly grounded in contract law. A 

difficulty facing any assessment of such agreements is that they may be considered 

commercially sensitive and whilst the broad elements might be in the public domain, 

the detailed provisions will not. 

Much more accessible are pledges or promises that patent rights will not be asserted 

under specified conditions. These will form the focus of the study but do raise a 

number of significant legal issues. There is always an issue whether a unilateral offer 

(promise) is binding on the party making it and also what courts may have jurisdiction 

to resolve any subsequent dispute? 

The research reviews a number of current non-assertion pledges and assesses them 

against a number of criteria: 

• Clarity. In a number of instances it appears that provisions have been drafted 

by non-lawyers in a well-meaning attempt to create a document that has legal 

effect. This can result in the use of over complex and perhaps legally 

inappropriate terminology. Conversely, a pledge which is couched in simple 

terms may not be suitable to deal with all the legal eventualities that might 

arise. 

• Limitations. It will be important to determine whether and to what extent 

promised limitations on the extent to which patent rights will be exercised will 

apply. A conditional concession may face more significant legal problems 

than an unconditional one. Particular attention will be given to the doctrine of 

equitable estoppel that may operate to prevent a patent owner seeking to assert 

rights when poorly drafted terms of a PNA pledge have given a party reason to 

believe that its scope is wider than may have been intended by the patent 

owner  



 

 

• Legal status. Although PNA’s are generally referred to as promises or 

pledges they can also have contractual implications. The issue whether PNAs 

are contractual or non-contractual in their nature is of considerable 

significance. Whilst there is no doubt that a promise can have legal 

consequences issues may arise subsequently whether a party acted in reliance 

on the promise; especially in the case where it is offered to the world at large 

rather than to specific individuals. Even the use of a simple device as a check 

box to indicate acceptance may establish a contractual connection between 

parties and reduce the likelihood of disputes whether a party acted in reliance 

on a PNA pledge. 

• Geographic scope. Unlike copyright protection which is offered on a near 

global basis, patents are only valid in specific geographical areas. A United 

States patent is effective only against conduct, whether manufacturing, 

importing or distributing, that occurs within the United States. A patent issued 

in the United States will not have any effect in the United Kingdom (or any 

other country) unless an identical patent has been awarded there.  Unless 

clearly specified this might create legal problems. If  a qualified right is 

offered to use technology protected purely by US patents there might, for 

example  be a right of action under UK law for a groundless threat of patent 

litigation. A non-assertion policy should specify those areas in which 

protection is claimed and in respect of which the policy applies. In a number 

of cases, pledges refer to US patents with no indication whether they would 

extend to any equivalent non-US patents that may be owned. Different patent 

regimes also apply different criteria in determining what subject matter may or 

may not be patentable and the extent of the claims that may be accepted. This 

latter point is of particular importance. The United States patent Office is more 

willing to accept claims relating to software or business methods than its 

European counterparts. Even if the subject matter of a patent is the same in the 

United States and the United Kingdom, the extent of the protection applying 

may be different. 

• Jurisdictional scope. Issues of jurisdiction are of potential significance for 

many PNAs and have two key elements. The first relates to what are referred 

to as choice of law clauses. Especially for commercial agreements, as will 



 

 

almost invariably be the case with PNAs it is open to the parties to agree – 

effectively for the grantor of the PNA to dictate – which legal system will 

regulate its terms. This may relate either to a national system –‘this pledge 

will be subject to the laws of England’ or within federal systems to the law of 

a particular state, for example, New York. 

• Determining the legal system to apply is one element of jurisdiction. As 

important is selection of the courts that will have jurisdiction to determine any 

disputes. It is relatively common for the English courts, for example, to accept 

jurisdiction to hear a dispute between English and French litigants regarding 

an agreement that is stated to be subject to the laws of France. In this case, the 

English court will seek to determine and apply French law in reaching its 

decision. There are complex rules that may be applied to determine this issue 

but it is generally open to the grantor of a PNA to specify which country or 

state’s courts will have jurisdiction. Making such a determination may avoid 

the risk for the grantor of legal proceedings being initiated against it in a 

country which may be geographically remote and perhaps lacking in the 

expertise required to reach a proper decision 

The research identifies a range of approaches that have been adopted within PNAs 

and a range of motives that have driven their adoption. To date there has been no 

litigation regarding the scope and extent of any PNA and there must be a degree of 

uncertainty regarding their legal effectiveness. 

In the majority of cases the PNA is expressly or impliedly stated to have legal effect. 

In a minority of cases the PNA  is aspirational rather than binding in its nature and in 

some cases such as that of the ‘Patent Pledge’ the intention to establish legal relations 

is expressly denied. 

 

1.2	   Research	  methodology	  

The empirical aspects of the report are based on a study of 18 patent non assertion 

pledges (hereafter referred to as PNA) that are in the public domain: 



 

 

The Patent Pledge6 
Blackboard7 

Computer Associates8 
European Union9 

GNU10 
Nokia11 

Novell12 
RPX13 

Google14 
Twitter15 

IBM16 
Microsoft17 

Tesla18 
Red Hat19 

Apache20 
Open Web Foundation21 

Open Invention Network22 
Licence on Transfer Network23 

The companies and organisations considered in this report have been selected as 

relating to the major players adopting policies in the field. Within this selection 3 

forms of actor can be identified. In the case of the GNU licences Open Web 

                                                
6	  http://thepatentpledge.org/	  
7	  http://www.blackboard.com/Patent-‐Pledge.aspx	  
8	  http://www.patent-‐commons.org/commons/pledgesearch.php?displaypledge=24	  
9	  https://joinup.ec.europa.eu/software/page/eupl	  
10	  http://www.gnu.org/copyleft/gpl.html	  
11	  http://www.patent-‐commons.org/commons/pledgesearch.php?displaypledge=27	  
12	  http://www.novell.com/company/legal/patents/	  
13	  http://www.rpxcorp.com/rpx-‐services/rpx-‐defensive-‐patent-‐acquisitions/	  
14	  http://www.google.com/patents/opnpledge/	  
15	  https://blog.twitter.com/2012/introducing-‐innovators-‐patent-‐agreement	  
16	  http://www.ibm.com/ibm/licensing/patents/pledgedpatents.pdf	  
17	  http://www.microsoft.com/openspecifications/en/us/programs/interop/interoperability-‐
principles-‐patent-‐pledges/default.aspx	  
18	  http://www.teslamotors.com/blog/all-‐our-‐patent-‐are-‐belong-‐you	  
19	  http://www.redhat.com/legal/patent_policy.html	  
20	  http://www.apache.org/foundation/	  
21	  https://sites.google.com/site/openwebfoundation/	  
22	  http://www.openinventionnetwork.com/	  
23	  http://www.lotnet.com/	  
	  



 

 

Foundation, the Patent Pledge and Apache the intention has been to establish a PNA 

template that may be adopted and used by other companies. In most of the other 

instances PNAs have been adopted by individual companies in respect of all or part of 

their own patent portfolios and which can be utilised by any other company coming 

within the scope of the PNAs definitions.  The third category relates to networked 

activities in the shape of the Open Invention network and the Licence on Transfer 

network. These are perhaps the most complex form of PNAs and in some respects 

analogous to the established notion of patent pools. As with these, only network 

members can benefit from their provisions 

The report does not attempt to catalogue exhaustively all PNAs but the 18 selected 

represent the most high profile documents in the field.  The report considers the legal 

implications of PNAs within a common law context, focusing on the legal systems of 

the United States and the United Kingdom. The effectiveness of any PNA will be 

dependent upon the legal system that governs its application and this is a factor that 

should be taken into account in seeking to apply the report’s findings in respect of any 

other form of legal system 

 

2.0	   The	  emergence	  of	  patent	  non-‐assertion	  policies.	  	  

2.1	   The	  nature	  of	  the	  problem	  

There is no doubt that patents constitute a very strong form of intellectual property 

right. Effectively a monopoly right is conferred on its owner to prevent others using 

the technology specified in the award. Given the right circumstances, this can be an 

extremely powerful weapon. The United States telecommunications industry is still 

largely shaped by the patent given to Alexander Graham Bell in 1876. The award was 

in such broad terms that rivals – who had developed similar technology quite 

independently – were not able to exploit their work. By the time the patent had 

expired, the Bell Corporation was so firmly entrenched in the market place that it was 

virtually impossible for competitors to enter the sector.  It has only been with the 

emergence of mobile telephony that significant competition has become a feature of 

the telecommunications market in most countries in the world.  



 

 

The element of monopoly protection distinguishes the patent from the copyright 

system which protects only against copying of an earlier work. Again the telephone 

provides an illustration. Other inventors were working independently on the concept 

but once Bell had obtained his patent, they could not lawfully make use of their own 

work. Under the copyright regime, this would have been possible. The development 

of PNAs has strong links with the open source movement which originated in the 

copyright sector and many of the policies share attributes. An issue to be considered is 

whether approaches that were effective in the copyright sector, in particular licences 

developed under the umbrella of the Open Source Initiative24  can fully be transferred 

to the different environment of the patent system? 

Although one of the underlying notions behind the patent system is that a time limited 

monopoly is granted in return for public disclosure, this is easier said than done.  Such 

empirical evidence as exists25 suggests that little use is made of published patent 

specifications and claims by small and medium sized undertakings.  The fact that 

software related patents have tended to be catalogued in a range of other categories 

undoubtedly complicates searches and it has also been estimated that it would cost in 

the region of $10,00026 to obtain a search culminating in an opinion that a proposed 

course of activity would not infringe a third party’s patent rights. Given that many 

software related products may read upon many (often referred to as a thicket of) 

patents it can be difficult to identify still less avoid the risk of infringement. As is 

stated in a paper published by the Executive Office of the US President: 

… it can be very difficult to know if one is infringing patents. These broad, 

functionally-defined, and intertwined patents are therefore a key part of the 

PAE 27  business model. These intermediaries acquire broad patents and 

threaten suit, in hopes of extracting settlements. If even one patent in a 

complex product is held to be infringed, the product cannot be legally sold 

(Lemley and Shapiro, 2005). This situation can lead to problems for practicing 

                                                
24	  http://opensource.org/licenses	  
25	  Barriers	  to	  the	  Use	  of	  Patent	  Information	  in	  British	  SME’s.	  HEFCE	  1998.	  
26	  http://www.ipwatchdog.com/2010/01/21/difference-‐between-‐patent-‐searches-‐
infringement-‐clearance/id=8521/	  
27	  Patent	  Assertion	  Entity.	  



 

 

firms both large (note that a single smartphone may read on over 100,000 

patents) and small.28 

 

A very significant point to be taken into account is that even if a party owns a patent 

to cover its own application, the grant of a patent does not carry a guarantee that the 

exploitation of the technology specified will not infringe other patent rights. This is 

important in devising PNAs as care needs to be taken to ensure that beneficiaries are 

not given grounds to believe that they can rely on the PNA and be immune from the 

risk of legal action by third party patent owners. 

2.2	   The	  role	  of	  patent	  trolls	  

Until around the 1980s, patent disputes were almost always to be fought out between 

a patent owner who was themselves exploiting the technology and an alleged 

infringer.  The emergence of software related patents which, as shown in the diagram 

below, now account for around half of all issued US patents has served to complicate 

matters.  

 

                                                
28	  http://www.whitehouse.gov/sites/default/files/docs/patent_report.pdf.	  We	  would	  note	  that	  the	  
position	  about	  the	  sale	  of	  products	  containing	  infringing	  components	  has	  altered	  following	  the	  
decision	  in	  eBay	  v	  MercExchange	  	  547	  U.S.	  388	  (2006).	  



 

 

 

It has been estimated that there are around 250,000 patents that may impact upon 

smartphones 29. In disputes between 2 practicing entities the role of patents (as shown 

in cases between companies such as Google and Samsung) is generally to provide a 

basis for some form of commercial settlement, often involving cross licencing 

agreements. Recent years have seen the emergence of actions by non-practicing 

entities. There is a range of such actors. In a report published in 2005 ‘Assessing 

Factors that Affect Patent Infringement’ 30 , the United States Government 

Accountability Office identified a range of players including universities which may 

develop and patent technologies and seek to licence them rather than commercializing 

the invention themselves. A number of private companies also specialise in pure 

research and development activities. These are generally non-contentious activities. 

The report continues: 

Some NPEs simply buy patents from others for the purpose of asserting them 

for profit; these NPEs are known as patent monetization entities (PME)31. 

Other PMEs include companies that produced products at one time and still 

own patents on the technologies for those products. Experts agree that NPEs 

have a variety of business models, which makes it difficult to fit them neatly 

into any one of these categories. For example, even companies that produce 

products related to their patents—known as practicing patent owners, or 

operating companies—sometimes assert patents that they own but that are not 

related to the products they produce, which further complicates defining an 

NPE. 

There has been a significant increase in the number of patent lawsuits initiated before 

the US courts. The GAO report tabulates this as follows: 

                                                
29	  https://www.techdirt.com/blog/innovation/articles/20121017/10480520734/there-‐are-‐
250000-‐active-‐patents-‐that-‐impact-‐smartphones-‐representing-‐one-‐six-‐active-‐patents-‐
today.shtml	  
30	  http://www.gao.gov/assets/660/657103.pdf	  
31	  Although	  the	  Executive	  Office	  Report	  and	  the	  GAO	  Report	  use	  different	  terminology,	  there	  does	  
not	  appear	  to	  be	  any	  difference	  in	  the	  scope	  of	  their	  definitions.	  



 

 

 

The majority (around 68%) of lawsuits were brought by practicing entities with 

around 24% being brought by non-practicing entities. 

 

More recent data suggests that 

This year, about 61 percent of all patent lawsuits filed through Dec. 1 were 

brought by patent-assertion entities, or individuals and companies that work 

aggressively and opportunistically to assert patents as a business model rather 

than build their own technology, according to a paper by Colleen Chien, a law 

professor at Santa Clara University. 

That compares with 45 percent in 2011 and 23 percent five years ago.32 

                                                
32	  <	  http://www.reuters.com/article/2012/12/10/patents-‐usa-‐lawsuits-‐
idusl1e8na55m20121210>	  .	  The	  original	  data	  can	  be	  accessed	  at	  <	  
http://ssrn.com/abstract=2146251>	  



 

 

A study published in July 201333 by the Executive Office of the President gives broad 

confirmation of these figures: 

Suits brought by PAEs have tripled in just the last two years, rising from 29 

percent of all infringement suits to 62 percent of all infringement suits. 

Estimates suggest that PAEs may have threatened over 100,000 companies 

with patent infringement last year alone.  

Significantly, the GAO analysis indicates that PME’s tended to file law suits against a 

larger number of defendants than was the case with disputes involving practicing 

entities – indicative of a rather scatter gun approach. Whilst claims by companies 

themselves operating a patent were on average brought against 1.9 defendants, the 

figure in respect of claims brought  by non practicing  averaged out at 4.1. The GAO 

report continued: 

In addition, a disproportionate share of PMEs sued a relatively large number 

of defendants. For example, about 12 percent of PMEs sued 10 defendants or 

more in a single lawsuit, compared to about 3 percent of operating companies, 

a statistically significant difference. Thus, even with bringing about a fifth of 

all patent infringement lawsuits from 2007 to 2011, PMEs sued close to one-

third of the overall defendants, accounting for about half of the overall 

increase in defendants. 

The costs of defending actions, even those considered to be ill-founded, were often 

seen as prohibitive.  As the American Intellectual property Association has reported:  

The complexity and cost of patent litigation has made this activity a lucrative 

practice since the cost of defending a case may far exceed the settlement 

amount proposed by the PAE. Results of a 2011 survey of AIPLA members 

indicates that the median cost to litigate a patent can range from $650,000 

where less than $1 million is at risk, and up to $5 million where more than $25 

million is at risk.11 Patent discovery can account for much of this extreme 

expense; it involves millions of documents and a large number of potential 

                                                
33	  Available	  from	  <	  http://www.whitehouse.gov/sites/default/files/docs/patent_report.pdf>	  



 

 

witnesses to depose, producing a huge drain on company resources and 

personnel.  

Under these circumstances, companies who may have meritorious 

noninfringement or invalidity defenses may settle for a relatively modest 

amount rather than risk the financial burden and resource drain of successfully 

litigating a case to final judgment.34 

The risks of legal suits appear to weigh particularly heavily on small and medium 

sized enterprises who are unlikely to possess the in-house legal expertise necessary to 

dispute a claim. Time is also a factor with a 2013 study published by the consultancy 

firm Price Waterhouse Cooper35 showing an average time from suit to trial of 2.5 

years.  It reports also that damages awards for NPEs averaged almost double those for 

practicing entities over the last decade.  

                                                
34	  The	  American	  Intellectual	  Property	  Law	  association	  
<http://www.justice.gov/atr/public/workshops/pae/comments/paew-‐0046.pdf>	  
35	  http://www.pwc.com/en_US/us/forensic-‐services/publications/assets/2013-‐patent-‐
litigation-‐study.pdf	  



 

 

 

 

It is suggested in the study that the discrepancy may arise because NPEs are more 

likely to seek jury trial than practicing entities and the statistics suggest that awards 

made by juries tend to be higher than those made by judges – albeit the former awards 

are often reduced significantly at subsequent stages of the litigation e.g.?.  Whilst in 

some sectors such as telecommunications, damages awards to practicing entities are 

significantly higher than those made to NPEs, in IT related sectors the situation is 

reversed. The Price Waterhouse Cooper report stating that: 

 



 

 

 

The consequence is well summed up in the Executive Office report: 

The increased prevalence of PAE suits, and patent suits in general, in recent 

years stands in contrast to the 20th century, when suits for patent infringement 

were relatively rare. This increase is likely due to two factors. First, there are 

an increasing number of computer and communications patents, whose wider 

breadth makes them more easily abused, as we discuss below. PAE suits are 

concentrated in the IT sphere; according to one estimate, 82% of PAE 

defendants were sued on the basis of a software patent (in contrast to only 

30% of those sued by non-PAEs) Software patents are nearly five times as 



 

 

likely to be in a lawsuit as chemical patents; business method patents are 

nearly fourteen times as likely  

Second, during the 20th century, patents were primarily held by manufacturers 

(FTC 2011). Rival makers of complex products are likely to be infringing each 

other’s patents, so they have an incentive to settle competing infringement 

cases by cross-licensing, rather than engaging in expensive legal battles that 

do not add to society’s stock of scientific knowledge. In contrast, a PAE has 

no rival product, so it can’t be counter-sued. PAEs also have few of the 

reputational concerns that might deter a well-known company from appearing 

to victimize other innovators. 36 

The points raised in the second paragraph are perhaps particularly significant. 

Reputational issues are generally important to practicing entities and there have been 

signs that major players are recoiling from a situation where more money is spent by 

the likes of Apple and Google on patent litigation than on research and 

development37. There has been a shift in the nature of the subject matter of patents 

with greater emphasis on software related invention and business methods. These tend 

to be less precise in their scope than the more traditional manufactured products and 

processes that used to be form the staple diet of the patent process. 

Although there continues to be discussion concerning legislative reform of the patent 

system, the time for such change is measured in years if not decades and is outwith 

the scope of this report. As will be considered, a number of private law initiatives 

have emerged seeking to mitigate these issues. In large part, these build on previous 

initiatives in the field of copyright law.  

2.3	  	   From	  Patent	  Pools	  to	  PNAs	  

Although patents are sometimes seen as devices to mark out areas of technology as 

the property of their owner this is perhaps misleading. Certainly when a patent covers 

all aspects of a technology it can be a very powerful and valuable asset38 but 

                                                
36	  http://www.whitehouse.gov/sites/default/files/docs/patent_report.pdf	  at	  page	  5	  
37	  http://www.nytimes.com/2012/10/08/technology/patent-‐wars-‐among-‐tech-‐giants-‐can-‐
stifle-‐competition.html?pagewanted=all&_r=0	  
38	  The	  telephone	  patent	  awarded	  to	  Alexander	  Graham	  Bell	  gave	  him	  an	  effective	  monopoly	  over	  
the	  telephone	  system	  that	  continued	  long	  after	  the	  expiry	  of	  the	  patent.	  



 

 

increasingly in the ICT sector, a considerable number of patents, owned by a range of 

parties, may exist in respect of a single application. In order for the wider technology 

to flourish, there needs to be cooperation between different patent owners. For more 

than a century there has been the notion of patent pools. One of the earliest was 

concerned with the manufacture of sewing machines39. Today, pools are frequently 

linked with standardisation activities. These see a range of patent holders pooling 

their awards with the promise that they are to be made freely available to other 

members of the pool A recent example has concerned the agreement between a range 

of companies relating to the MPEG format of compressing data40. 

The notion of patent licensing is well established. As with other forms of property 

right, a patent owner can generally use the patent in such manner as they think fit. 

Most patent statutes make explicit reference to the possibility that the right to use a 

patent may be licensed to another party on either an exclusive or non-exclusive basis 

and as will be described; licensing provisions form a key and somewhat controversial 

element of the standardisation process. 

The application of the patent system within the ICT sector has been contentious. It is 

not the purpose of this report to consider the pros and cons of software patents. They 

are a reality and their existence has caused a number of major players to change 

policies in this area. As epitomised by devices such as smartphones, what are often 

referred to as ‘patent thickets’, means that a single product’s components and features 

may be protected by a range of patents. In 2012 it was estimated that 250,000 US 

patents existed related to smartphones41. One in six active US patents were considered 

to relate to this technology. It was further estimated42 that royalty payments could 

amount to nearly 30% of the cost of a smartphone. 

With increasing demand for software patents companies such as Oracle that had 

traditionally been reluctant to apply for patents have changed their approach, 

essentially on tactical grounds. In evidence before United States Patent Office 
                                                
39	  For	  discussion	  of	  the	  successes	  and	  failures	  of	  tis	  see	  <http://www.nber.org/papers/w15061>	  
40	  See	  16	  Yale	  J.	  on	  Reg.	  359	  (1999)	  Patent	  Pools	  and	  the	  Antitrust	  Dilemma;	  Carlson,	  Steven	  C.	  	  
41	  https://www.techdirt.com/blog/innovation/articles/20121017/10480520734/there-‐are-‐
250000-‐active-‐patents-‐that-‐impact-‐smartphones-‐representing-‐one-‐six-‐active-‐patents-‐
today.shtml	  
42	  
http://www.wilmerhale.com/uploadedFiles/Shared_Content/Editorial/Publications/Documents
/The-‐Smartphone-‐Royalty-‐Stack-‐Armstrong-‐Mueller-‐Syrett.pdf	  



 

 

hearings concerning the approach to be taken to software patents, the Vice-President 

of Oracle stated: 

Our engineers and patent counsel have advised me that it may be virtually 

impossible to develop a complicated software product today without 

infringing numerous broad existing patents. …As a defensive strategy, Oracle 

has expended substantial money and effort to protect itself by selectively 

applying for patents which will present the best opportunities for cross-

licensing between Oracle and other companies who may allege patent 

infringement. If such a claimant is also a software developer and marketer, we 

would hope to be able to use our pending patent applications to cross-license 

and leave our business unchanged. 43 

The distinction between offensive and defensive patent strategies is illustrated in a 

further quote relating to the strategy adopted by another major player, IBM: 

There are different types of cross-licensing strategies with sharply different 

normative implications. Indeed, in contrast to Oracle, which views cross-

licensing as an unfortunate last resort, other companies aggressively seek to 

build large patent portfolios and to use them to extract benefits from 

competitors. For instance, IBM acquired nearly one hundred times as many 

patents as Oracle during the 1990s although IBM’s R&D budget is only about 

five times as large as Oracle’s. IBM expresses their strategy this way:  

The IBM patent portfolio gains us the freedom to do what we need to do 

through cross-licensing— it gives us access to the inventions of others that are 

key to rapid innovation. Access is far more valuable to IBM than the fees it 

receives from its 9,000 active patents. There’s no direct calculation of this 

value, but it’s many times larger than the fee income, perhaps an order of 

magnitude larger. (Smith, 1990)  

This is a significant comment. Although couched in terms of cross licensing 

agreements it also shows a belief that access to patented technology – which is 

                                                
43	  In	  hearings	  on	  the	  treatment	  of	  software	  patents	  held	  by	  the	  USPTO	  in	  1994.	  Available	  from	  <	  
http://www.uspto.gov/web/offices/com/hearings/software/sanjose/sj_baker.html>	  



 

 

facilitated by PNAs – can be more valuable to patent owners than is reliance on 

patents as offensive weapons to prevent others from using the technology. 

Just as in the copyright sector, where the desire to increase open access to technology, 

epitomised by the commons creative licence has emerged to promote the use of open 

source software so in the patent field we have seen a range of actions by individual 

companies and also on a wider basis by Open Innovation Communities to limit the 

offensive capabilities of patents and minimise the extent to which their existence may 

inhibit innovation.  It is perhaps questionable, however, how well notions that may 

work in the more limited confines of the copyright system – where infringement 

occurs only where a work is copied - can be transferred into a patent regime that 

effectively grants monopoly rights to a patent owner and infringement can occur in 

the absence of any deliberate act of copying. This creates a potential danger that is 

addressed in a number of PNAs. A pledge not to assert rights or a licence to use 

patented technology cannot confer any guarantee that there may not be actions 

brought by a third party who owns patent rights reading upon the same technology. 

 

2.4	   Patents	  and	  PNAs	  

A patent is a form of property right and as with other such rights can be the object of a 

number of forms of commercial dealings. The notion of free or open source software 

has become well established in terms of copyright and has supported the development 

of a significant market sector with well-established licencing provisions. As a partial 

response to the enforcement activities of non-practicing entities, recent years have 

seen the emergence of a number of initiatives seeking to minimise the exposure of 

companies to the risk of patent litigation. The focus of this report is on the 

establishment of patent non assertion pledges or promises. Generally linked to the 

development of free or open source software, the intention tends to be to offer an 

assurance that patent rights will not be asserted against a company that does not itself 

actively seek to assert patent rights.  

There are significant differences between patent and copyright laws and it is not 

necessarily the case that measures that are effective in one area of law will be as 

successful in the other. In particular, copyright is only infringed by a deliberate act of 



 

 

copying. Patents, on the other hand, confer a monopoly right on their owner. In both 

cases, however, it is for the right owner to decide, subject in cases to the operation of 

competition law, to what extent it will seek to enforce intellectual property rights44. In 

the copyright field it has been a widely used practice to make copyright material 

publicly available where it is used in the development of free or open source software 

and subject to the terms of an OS licence. A similar approach is starting to become 

adopted in respect of patent rights in the form of the adoption of patent non-assertion 

pledges (or promises). 

The legal status of such pledges is a matter of some conjecture. As will be considered, 

in some cases the attempt is made to establish a contractual relationship between the 

patent holder and those seeking to rely on the non-assertion pledge. In other cases, the 

pledge is regarded as a unilateral promise. As Microsoft state in FAQs relating to its 

‘Community Promise’ (CP) pledge: 

Q: How does the CP work? Do I have to do anything in order to get the 

benefit of this CP? 

 

A: No one needs to sign anything or even reference anything. Anyone is free 

to implement the specifications as they wish and do not need to make any 

mention of or reference to Microsoft. Anyone can use or implement these 

specifications with their technology, code, solution, etc. You must agree to the 

terms in order to benefit from the promise; however, you do not need to sign a 

license agreement, or otherwise communicate your agreement to Microsoft.45 

The Microsoft pledge is a significant example of the interaction between public and 

private law requirements. It originated in an agreement entered into between the 

company and the European Commission in 200946 that required, in settlement of 

antitrust proceedings brought by the Commission, that Microsoft make its Windows 

                                                
44	  The	  decision	  of	  the	  European	  Court	  of	  Justice	  in	  the	  antitrust	  action	  against	  Microsoft,	  and	  its	  
earlier	  decision	  in	  the	  Magill	  case,	  provide	  illustrations	  how	  use	  of	  intellectual	  property	  rights	  
may	  tip	  over	  into	  an	  abuse	  of	  the	  dominant	  positions	  conferred	  by	  them.	  
45	  <	  http://www.microsoft.com/openspecifications/en/us/programs/community-‐
promise/faq/default.aspx>	  
46	  http://www.microsoft.com/en-‐us/news/press/2009/dec09/12-‐16statement.aspx	  



 

 

operating system (at least when sold within the European Economic Area4748) more 

accessible to a range of Internet browsers other than its own Internet Explorer. There 

is no doubt that Microsoft owns copyright in its operating system software but the 

Commission argument was that it had abused the dominant position associated with 

this to disadvantage other browsers such as Chrome and Opera from accessing what 

was considered to be a distinct market for internet browsers. 

2.5	   Contractual	  and	  non-‐contractual	  PNAs	  -‐	  Some	  key	  legal	  issues	  

In pure legal terms, the difference between a unilateral pledge not to assert patent 

rights and the grant of a non-exclusive (bare) patent licence is a rather difficult one to 

assess. At one level, a distinction can be drawn. A pledge does not take anything 

away from the rights conferred under a promise but indicates that these will not be 

enforced in specified circumstances. A licence on the other hand, does confer more 

positive rights upon the licensee. A further point is that where an agreement is made 

on a contractual basis there is clear evidence that the parties have been aware of and 

agreed to its terms. The Microsoft pledge, referred to above, does not require any 

acknowledgement of its patent rights. OS licences generally do require attribution. 

The advantage of this approach is that it makes it clear that the beneficiary (or 

licensee) is aware of intellectual property rights – even if there might be issues about 

their validity. 

The distinction may be more a matter of legal principle than practical importance. A 

significant decision in this respect is that of the United States Court of Appeal for the 

Federal Circuit in the case of Transcore LP and TC Licence Ltd. v. Electronic 

Transaction Consultants Corporation49.. 

In this case the appellants, Transcore, owned patents in respect of a number of 

applications relating to the automated assessment of payments from cars using toll 

roads or bridges. In 2000, Transcore sued a competitor, Mark IV, in respect of its 

                                                
47	  The	  European	  Economic	  Area	  comprises	  the	  EU	  Member	  states	  together	  with	  a	  number	  of	  
countries	  such	  Norway	  which	  although	  not	  EU	  states	  have	  agreed	  to	  coordinate	  their	  policies	  
with	  it	  in	  key	  areas.	  Switzerland,	  although	  not	  part	  of	  the	  EEA	  is	  also	  considered	  a	  part	  of	  the	  
European	  Single	  Market.	  	  
48	  See	  <http://windows.microsoft.com/en-‐gb/windows/what-‐is-‐the-‐browser-‐choice-‐update>	  
49	  Court	  of	  Appeals	  for	  the	  Federal	  Circuit.	  No.	  2008-‐1430,	  April	  8,	  2009	  full	  ref.	  
	  



 

 

alleged infringement of a number of patents awarded to Transcore. As is not unusual 

in patent litigation, the case was settled before trial with Mark IV agreeing to pay a 

sum of $4.5 million to the plaintiffs. In return, Transcore undertook: 

In exchange for the payment set forth in paragraph 1, TCI hereby agrees and 

covenants not to bring any demand, claim, lawsuit, or action against Mark IV 

for future infringement of any of United States Patent Nos. 5,805,082; 

5,289,183; 5,406,275; 5,144,553; 5,086,389; 5,751,973; 5,347,274; 5,351,187; 

5,253,162; and 4,303,904, or any foreign counterparts of the aforesaid United 

States Patents, for the entire remainder of the terms of the respective United 

States Patents and their foreign counterparts. This Covenant Not To Sue shall 

not apply to any other patents issued as of the effective date of this Agreement 

or to be issued in the future. 

Effectively what was offered and accepted was a PNA. This specific undertaking was 

made to Mark IV as part of the settlement agreement. It will be noted that it stated 

specifically that it would not extend to any patents issued in the future. Several years 

later, Electronic Transactions Corp, the respondent company in the case under 

discussion, installed equipment that had been manufactured by Mark IV and 

purchased by a Highway Authority in Illinois. This equipment incorporated 

technology covered by patents belonging to Transcore. The patents involved related 

both to those referred to in the settlement agreement with Mark IV and also to others 

that had subsequently been granted by the USPTO. Transcore instituted legal 

proceedings alleging that Electronic Transactions Corp had infringed its rights in 

these patents by installing the equipment. 

Transcore’s action failed before the District Court and, upholding this decision, , the 

Court of Appeal also held in favour of the respondents. Transcore’s original patent 

rights had, it was held, been exhausted by the terms of its settlement agreement with 

Mark IV. Mark IV was entitled to make use of the patented technology and to pass 

these rights on to Third parties such as Electronic Transactions. In respect of the 

patents granted subsequent to the settlement agreement, the court held that their  

scope was so closely related that their application was also  covered  by the terms of 

the agreement.  



 

 

As in many cases, much hinges on the tactics and behavior of the parties. It would 

have been possible – and probably advisable, to draft terms that would have limited 

resale of products covered by the patents. As often is the case, the appellants got what 

they said rather than what they might have meant to say; as the court concluded: 

The question for this court is whether an unconditional covenant not to sue 

authorizes sales by the covenantee for purposes of patent exhaustion. We hold 

that it does. 

In respect of issues of terminology, the he court quoted with approval dicta from one 

of its previous decisions50 

To like effect, this court and its predecessors have on numerous occasions 

explained that a non- exclusive patent license is equivalent to a covenant not 

to sue: 

As will be considered, it is a feature of most PNAs that they specifically exclude any 

assertion that the patented technology can be used without the risk of infringing rights 

belonging to a third party. In respect of any distinction between a non-exclusive 

patent licence and a non-assertion pledge, the court commented: 

The real question, then, is not whether an agreement is framed in terms of a 

“covenant not to sue” or a “license.” That difference is only one of form, not 

substance—both are properly viewed as “authorizations.” 

In essence, the court is saying that it will look at the substance of what is offered or 

agreed rather than the purely legal form that it takes. In this sense it does not matter 

whether an agreement not to seek to enforce patent rights takes the form of a 

unilateral pledge or the grant of a non-exclusive patent licence. In any case, however, 

the patent owner does need to take into account the legal consequences of their action. 

In the case, patents that were not in existence at the time of the agreement were 

brought within its ambit, in part because of their close relationship with others in 

respect of which rights had been granted and also, as described below, because of the 

doctrines of estoppel and exhaustion of rights.  
                                                
50	  Spindelfabrik	  Suessen-‐Schurr,	  Stahlecker	  &	  Grill	  GmbH	  v.	  Schubert	  &	  Salzer	  Maschinenfabrik	  
Aktiengesellschaft,	  829	  F.2d	  1075,	  1081	  (Fed.	  Cir.	  1987)	  
	  



 

 

2.5.1	   Legal	  estoppel	  

The doctrine lf legal (sometimes referred to as equitable) estoppel is essentially based 

on notions of fairness and is of considerable relevance to PNAs. Its essential features 

can be stated briefly. If a party by his words or actions makes representations that are 

relied upon by a party to whom they are addressed, their maker will be stopped from 

denying their effect even though they may not have been incorporated into a formal 

contract. The situation in Transcore was different to some extent in that the PNA had 

been incorporated in the settlement agreement (contract) 

The essence of legal estoppel that can be found in the estoppel of the implied 

license doctrine involves the fact that the licensor (or assignor) has licensed 

(or assigned) a definable property right for valuable consideration, and then 

has attempted to derogate or detract from that right. The grantor is estopped 

from taking back in any extent that for which he has already received 

consideration. 

Any other conclusion it was ruled would have the effect of preventing the respondent 

from obtaining the benefit it was entitled to receive under the settlement agreement.  

In the particular case there was a formal agreement, albeit not between the parties 

involved in the litigation. Where there is such an agreement issues of consideration 

become of minor significance. The essence of consideration is that in order for an 

agreement to be legally binding each party has to receive something of value – 

although there is no requirement that these be of equal worth. An agreement to 

purchase a new motor car for a cent would satisfy the requirement of consideration 

and it can effectively be ignored as a factor in most cases. Matters may be more 

complex in the situation where there is a mere promise. Here it is difficult to identify 

what the promisor has received in return for making the promise. In this situation, the 

equitable element of the estoppel concept will come into play to stop the promisor 

from going back on the promise where a third party shows that they had acted in 

reliance on it and would suffer damage if it were withdrawn. 



 

 

2.5.2	   Exhaustion	  of	  Rights	  

A further relevant legal concept that should be considered in this context is the notion 

of exhaustion of rights. This is a well-established feature on intellectual property law. 

Effectively, once a product is put onto the market with the consent of the rights 

owner, the rights are considered to be exhausted. The doctrine is relatively 

straightforward to apply in a copyright context. Once an author allows a copy of a 

book to be published and sold, there can be no complaint if a lawful purchaser resells 

the copy of the book51. Matters can become much more complex in the patent context. 

We have recently seen litigation between Samsung and Apple before the Californian 

courts concerning the use by Apple of 3G communications technology patented by 

Samsung but incorporated under licence from Samsung in semi-conductor chips 

manufactured for Intel and sold on to Apple.  

There was no doubt that Apple used the chips and in incorporating them to its iPhone 

made use of Samsung’s patented technology. Apple’s argument was that by using 

Intel chips which company had licensed the patents from Samsung, it was protected 

by the doctrine of patent exhaustion.  

Samsung’s main argument raised a rather complex jurisdictional point which is 

relevant to many PNAs considered in this report. It acknowledged that although the 

Intel chips manufactured by Intel were licensed, the manufacture took place in 

Germany with the chips subsequently being exported to China where the iPhone was 

assembled. In order for the US doctrine of patent exhaustion to apply, it was argued, 

the chips had initially to be sold in the United States. Apple’s counter argument was 

that its contract with Intel was signed in the United States and that this was the 

appropriate location rather than the place of manufacture.  

It is not possible at present to give a definitive answer to these questions. They were 

raised in the course of patent litigation between Apple and Samsung. The Apple 

arguments prevailed at trial but as this took place before a jury there is no explanation 

why this conclusion was reached. It may be a matter that will be argued further before 

the appellate courts. It does provide, however, a good illustration of the complexities 
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that may arise in seeking to apply national patent (and procedural) laws within the 

context of a global economy. 

 

3.0	   Specific	  Examples	  of	  PNA	  

This report will describe and analyse a range of PNAs whose terms are in the public 

domain.  

a) Unilateral assertions of non-aggression by an individual or group of patent holders 

In this case the patent holder declares to use it’s own patents solely for defensive 

purposes. Such a pledge may be either general in its nature as with Tesla assertion 

that it will not enforce its patents against any other entity or may be offered to a 

smaller subset of entities. The Patent Pledge52  which has been signed by more than 

30 companies including significant players such as Dropbox, is the shortest  pledging 

“No first use of software patents against companies with less than 25 people.”.  

b) Non-assertion policies in the form of the Patent Pledge and also those  adopted by 

apache and the Open Web Foundation (OWF) will also be considered. These 

effectively are standard documents that can be adopted by any other organisation.  

c) Multilateral agreements, where multiple entities enter into an agreement of mutual 

non-aggression.  There are parallels between networked PNA agreements and the 

traditional notion of patent pools. The Open Invention Network represents such a 

collaborative effort for a specific field of use defined as the Open Source space 

covered by its Linux System Definition. Another development in the field is the 

Licence on Transfer network (LOT). This network leaves patent rights unaffected 

unless and until the owner determines to dispose of the intellectual property right. 

Then, and only then, is a non-exclusive licence to use transferred to all other members 

of the network. The intention is to ensure that even if the rights should be acquired by 

a patent troll the members of the network will effectively be immune from the threat 

of legal action.  Parallels might be drawn with notions of escrow, common in the 

software field, where an independent third party organization holds a copy of material 
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such as source code which will be made available to parties in specified 

circumstances such as the bankruptcy of the copyright owner53. 

As indicated previously, these tend to be driven by a range of motives and it is 

difficult to engage in any real form of comparative assessment. This Part will seek to 

tease out key legal issues. In all cases a link will be provided to the full text of the 

PNA with discussion focusing on issues that relate to the key objectives of the study – 

to assess issues relating to: (a) legal nature, (b) usage limitations, (c) conduct 

limitations, (d) jurisdictional limitations, (e) nature of PNA giver, (f) consistency, 

clarity and certainty of terms, criteria which might be summarised as ‘legal 

effectiveness’. 

3.1	   Legal	  Nature	  

As indicated above, a key factor to be considered is whether PNAs are contractual or 

non-contractual in nature. This will have a significant impact upon the nature and 

extent of liabilities that may arise. A further distinction can be drawn In a high 

percentage of cases, however, PNAs do not make clear what their legal nature is 

intended to be and in some cases statements made in or in relation to PNAs appear to 

offer hostages to legal misfortune. 

An example of this issue can be found with the ‘Patent Pledge’. The Patent Pledge has 

been endorsed by almost 40 companies although, with the exception of Dropbox, 

most are small operators in their own respect. The ‘patent pledge’ is undoubtedly the 

shortest document in the sector, promising in 12 words 

No first use of software patents against companies with less than 25 people. 

It would appear from the evidence presented in the preceding section that small 

undertakings are at greater risk than larger companies from the activities of patent 

trolls and the intent behind the pledge is clearly to give a measure of re-assurance to 

such undertakings. In terms of scope, the pledge is wide and in the words of its 

author, is modeled on Google’s motto “Don’t be evil”. For lawyers though, the devil 

is always in the detail and in some respect the pledge raises more questions than it 

provides answers. Does it, for example, refer to 24 full time employees or would it 
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extend to a company with 48 half time employees? Admittedly, this problem is 

recognized by the author who comments: 

So for example I've deliberately avoided saying whether the 25 people have to 

be employees, or whether contractors count too. If a company has to split hairs 

that fine about whether a suit would violate the patent pledge, it's probably 

still a dick move. 

The commentary accompanying the pledge states that the intention is that it should be 

“not legally binding”54  This is an issue that arises frequently in the context of PNAs 

and indeed more generally. In contractual terms, in order for an agreement to have 

legal effectiveness there needs to be an offer, acceptance, consideration (in some 

jurisdictions) and the intention to create a legally binding agreement. The last element 

is perhaps behind the statement but in legal terms there has to be an objective 

assessment of the situation. Two individuals, for example, may agree to meet for 

lunch. There may be all the elements for a legal contract but in most, certainly in most 

social situations, it would be considered that there was no intention to enter into a 

contract that would have legal consequences. In a more business related context, a 

different result may be reached and it is not at all clear that companies using the 

Patent Pledge could place confidence in their commitment having no legal 

consequences. The application of the doctrine of estoppel may operate to prevent a 

pledger going back on its promise. The main difficulty that may arise would be in 

establishing that the party benefiting from the pledge knew of its existence and had 

acted in reliance on its terms.  

A further source of ambiguity with the Patent Pledge relates to the definition (or lack 

of) of the term ‘software patents’. One of the difficulties encountered in searching for 

relevant patents is that software related inventions may be catalogued under a range of 

headings. In most patent jurisdictions there is no specific category of ‘software patent’  

and indeed in the European Patent Convention there is a specific provision against the 

grant of patents for computer programs – although this does not reflect the reality of 

European Patent Office practice. 
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Related in some respects to the issues arising in respect Patent Pledge are the actions 

of the electric vehicle manufacturer Tesla. A blog posting by Elon Musk, the founder 

of the electric vehicle manufacturer, Tesla, announced that: 

Tesla will not initiate patent lawsuits against anyone who, in good faith, wants 

to use our technology. 

Mr Musk explained the rationale behind the pledge in the following terms. 

Given that annual new vehicle production is approaching 100 million per year 

and the global fleet is approximately 2 billion cars, it is impossible for Tesla to 

build electric cars fast enough to address the carbon crisis. By the same token, 

it means the market is enormous. Our true competition is not the small trickle 

of non-Tesla electric cars being produced, but rather the enormous flood of 

gasoline cars pouring out of the world’s factories every day. 

We believe that Tesla, other companies making electric cars, and the world 

would all benefit from a common, rapidly-evolving technology platform.  

This is a rather different rationale for a PNA than has been found in other cases. Its 

scope is broad relating to any use of the technology rather than being restricted to 

open source or free software. One area of ambiguity comes with the inclusion of the 

phrase that patents will not be enforced against parties who “in good faith” seeks to 

use the protected technologies. There is no reference in the very brief statement to any 

defensive assertion of patent but it might be argued that any party initiating 

proceedings against Tesla could not be regarded as acting in good faith in making use 

of its technologies. 

As well as the wish to grow the market for electric vehicles, this PNA might also be 

linked with standardisation initiatives. It is reported55 that discussions are ongoing 

between a range of manufacturers to agree specification for charging connectors. 

Putting technology into the public domain has been a prelude to its adoption as a 

formal or de facto standard. 
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	  3.1.1	   Notification	  of	  Acceptance	  

In most of the instances where PNAs have been issued by individual companies there 

is no requirement that acceptance be specifically notified to the grantor. This is not in 

itself a barrier to the establishment of a contractual relationship.  Although it is a basic 

legal aphorism that silence cannot constitute acceptance of an offer, it is also the case 

that conduct may do so. In the case of the Microsoft Open Specifications pledge it is 

stated that: 

No one needs to sign anything or even reference anything. Anyone is free to 

implement the specification(s), as they wish and do not need to make any 

mention of or reference to Microsoft. Anyone can use or implement these 

specification(s) with their technology, code, solution, etc. You must agree to 

the terms in order to benefit from the promise; however, you do not need to 

sign a license agreement, or otherwise communicate your agreement to 

Microsoft.56 

Although this would be sufficient to establish a legal relationship it might prove 

difficult to prove knowledge of and agreement to the terms of the PNA. 

In other instances such as the PNA adopted by Blackboard there is no mention of 

agreement. There is no doubt that a unilateral promise can be legally binding although 

there may well be national procedural formalities that require to be complied with. 

One particular requirement may be that the document containing the promise is 

signed as evidence of its authenticity. The issue is perhaps not so important in 

developed countries (and legal systems) but notions of writing and signature remain 

ill-defined in many parts of the developing world where the rules of evidence remain 

rooted in the era of paper and ink. It is not clear that a system such as that established 

by the Open Invention Network where licensees are asked to ‘e-sign’ its licence 

agreement would be considered effective in such countries. 
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3.2	   Usage	  Limitations	  

It does not appear that any PNA is completely open ended. There is invariably some 

form of restriction on the use that may be made of the patented technology. In most 

cases this is linked to use relating to the development of open source software 

The PNA published by the educational software company, Blackboard has somewhat 

unusual origins. The company had obtained a patent "technology used for Internet-

based education support systems and methods" and brought infringement proceedings 

against another company operating in the same educational sector.  The litigation 

prompted considerable controversy, in part because of the academic community 

involved and also because software systems such as Blackboard provide a shell into 

which individual users can add their own content. As with many such packages, the 

division between producer generated content and user generated can become blurred. 

A range of alternative systems are available, some proprietary and some open source 

based.  It was in response to substantial criticisms from within the educational sector 

that Blackboard issued its non-assertion pledge. This states, inter alia, that: 

Blackboard hereby commits not to assert any of the U.S. patents listed below, 

as well as all counterparts of these patents issued in other countries, against 

the development, use or distribution of Open Source Software or Home-

Grown Systems to the extent that such Open Source Software and Home-

Grown Systems are not Bundled with proprietary software. 

There follows a list of 14 specific US patents either already issued or described as 

‘pending’ . No further identification is provided relating to non-US ‘counterparts’ 

It is common practice for PNAs to be stated to apply  only where the technologies are 

used in connection with the development of open source software. The Computer 

Associates PNA has such a restriction and continues to define the concept of open 

source software in the following terms: 

Open Source Software is any computer software program whose source code 

is published and available for inspection and use by anyone, and is made 

available under a license agreement that permits recipients to copy, modify 

and distribute the program's source code without payment of fees or royalties. 



 

 

All licenses certified by opensource.org and listed on their website as of 

August 1, 2005 are Open Source Software licenses for the purpose of this 

pledge. 

This refers to the Open Source Initiative 57 which defines itself as a “a global non-

profit that supports and promotes the open source movement“. It maintains a list of 

licences58 that are considered to fall into the category of open source. There is no 

doubt that the concept of open source software has secured widespread recognition in 

the copyright context. It has not been used to such an extent in relation to patents. The 

Computer Associates pledge is significant in that it makes specific reference to a 

definition. This is found also in the IBM PNA. IBM has been one of the most active 

players in the software patent field, consistently topping tables for the number of 

patents awarded in a year.59 In 2012 alone it was awarded nearly 6,500 United States 

patents. Its involvement in the PNA field has been contentious with criticisms being 

made that is had, at least in early days, failed to comply with the pledges that is had 

made60. In its current incarnation, the IBM pledge operates in relation to open source 

software; defined in the following terms: 

Open Source Software is any computer software program whose source code 

is published and available for inspection and use by anyone, and is made 

available under a license agreement that permits recipients to copy, modify 

and distribute the program’s source code without payment of fees or royalties. 

All licenses certified by opensource.org and listed on their website as of 

01/11/2005 are Open Source Software licenses for the purpose of this pledge.  

The IBM pledge continues to refer to and validate all licenses certified by 

opensource.org and listed on their website as of 01/11/2005. 

This is a precise formulation but other pledges refer only to the general notion of open 

source (or free) software and this may cause definitional problems in the future.. 

There is also a significant issue concerning the extent to which a promise made by the 

owner of a patent may bind other parties that may subsequently obtain the intellectual 
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property rights. The issue is not a simple one. There is a legal adage that one cannot 

sell what one does not own. If the scope of patent rights has been limited by the 

voluntary act of the original owner it is certainly arguable that only the limited rights 

that remain could validly be transferred to a third party. In the absence of more 

precise formulations (which will be considered further in relation to other PNAs), the 

Blackboard pledge does seem to lack clarity in this respect. It might be unlikely that a 

future acquirer of Blackboard’s patent portfolio would take retrospective action 

against companies that had relied on its promise but it is less clear whether – 

dependent on any contractual negotiations that would take place- the pledge could not 

be terminated with prospective effect.  

Other PNAs such as that issued by Computer Associates give no indication what 

might happen should the company dispose of its patent rights at some time in the 

future and a number of PNAs contain statements to the effect that “this is a personal 

promise” 

A much more detailed approach is laid down in the Licence on Transfer Network 

agreement. This is the most extensive PNA of those studied extending to more than 

12,000 words. 

The Licence on Transfer Network (LOT)61 which was established in 2014 adopts a 

somewhat different approach to patent licensing and is designed more to guard 

against the risks that members might be sued by non-practicing entities. Its website 

contains the (unsubstantiated) claim that: 

Had we formed LOT Network in 2005, and if every operating company had 

joined that year, approximately 10,500 defendants in PAE litigations using 

acquired patents may have collectively avoided more than $100 billion in 

costs.  
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The LOT network claims to coordinate 300,000 patent assets, including over 50,000 

US issued patents. It currently has nine member companies including a number of 

very major players62: 

The LOT licence is perhaps the most extensive licence developed by any 

organisation. It extends to 21 pages and almost 12,000 words. It provides that 

members will grant each other provisional licenses in respect of the use of the 

protected technology. Unlike other agreements there is no provision for members to 

exclude certain patents from their commitments – which may account for the large 

number of patents existing under its umbrella. 

The major distinguishing aspect of the LOT network is that for the majority of time 

and in presumably the vast majority of cases the agreement has no impact upon its 

members activities. The philosophy behind the network is broadly supportive of the 

patent concept but the concern is that rights may be transferred from practicing to 

non-practicing entities.  The key element of the licence agreement is the provision 

that in the event any patents are transferred to a non-member, the other LOT members 

will immediately obtain a royalty free, non-exclusive right in respect of that patent. 

The licence will extend only to the patent(s) that are involved in a transaction and will 

not extend to any other patents in a member’s portfolio. 

It is perhaps too early to make any detailed assessment of the LOT model which has 

operated only since July 2014. There does not appear to be any evidence that licence 

terms have been triggered and as with other initiatives in the field it is perhaps 

aspirational rather than effective at least in the short term. 

 

3.3	   Conduct	  Limitations	  

In most PNAs there is a provision to the effect that the pledge is irrevocable. This can 

be a somewhat complex matter and few, if any, pledges are made without 

qualification. The terms revocable and/or irrevocable are frequently found in 

intellectual property licences as well as PNAs but in some cases it appears that the 
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drafter often includes or omits these words without considering how doing so may 

affect the license and the overall contract. Few, if any, PNAs are truly irrevocable and 

generally provision is made for the pledge to be revoked in specified circumstances 

relating to the conduct of the benefitting party. The Blackboard PNA states: 

The commitment not to assert any of these named U.S. patents and all 

counterparts of these patents issued in other countries is irrevocable except 

that Blackboard reserves the right to terminate this patent pledge and 

commitment only with regard to any party who files a lawsuit asserting 

patents or other intellectual property rights against Blackboard or its parent or 

subsidiaries.  This pledge is binding on Blackboard’s successors and assigns. 

The provision for revocation in the event of litigation being initiated by the 

beneficiary is standard and based in the notion that patents should be used as 

defensive rather than offensive weapons, but the extent of this varies significantly 

across PNAs. Blackboard, as stated above, provides for the situation where any form 

of intellectual property action is brought against the company or associated 

undertakings.  The Computer Associates pledge is even broader providing that: 

Computer Associates reserves the right to terminate this patent pledge and 

commitment only with regard to any party who files a lawsuit asserting 

patents or other intellectual property rights against Open Source Software. 

This would appear to cover any form of intellectual property action against anyone in 

the open source community – including if a right owner takes action against a 

developer who incorporates proprietary software code in a supposedly open source 

product. 

A further variant is introduced in the Nokia PNA. This states that: 

Both of the aforesaid non-assertion commitments are subject to the condition 

that the party relying on any such commitment and its Affiliates do not assert 

any of their patents, or patents they control or have a third party assert any 

patent, against any Linux Kernel. 



 

 

This is also a broad exception. It applies only in the case of patent claims, but there is 

no restriction to the situation where aggressive patent action is initiated. It would 

appear to apply in the situation where patent action is commenced as a defensive 

response to an action that may have been brought against the undertaking concerned – 

although such actions would themselves be incompatible with the underlying 

principles of open source software. 

The Google PNA termination provisions are relatively modest compared with those 

considered above, stating that 

Google reserves the right to terminate the Pledge, to the extent Google deems 

necessary to protect itself, its affiliates, or its products and services 

(“Defensive Termination”) with respect to any Pledge Recipient (or affiliate) 

who files a lawsuit or other legal proceeding for patent infringement or who 

has a direct financial interest in such lawsuit or other legal proceeding (an 

“Asserting Party”) against Google or any entity controlled by Google or 

against any third party based in whole or in part on any product or service 

developed by or on behalf of Google or any entity controlled by Google. 

The provision applies only to actions alleging patent infringement brought against 

Google (or its affiliates). This is much narrower than the Computer Associates PNA 

described above which refers to any form of intellectual property action against 

anyone in the open software community. Rather more contentiously, the PNA 

continues: 

Any Defensive Termination by Google with respect to an Asserting Party shall 

have the same effect as if Our Pledge was never extended to such Asserting 

Party in the first instance. Google, in its sole discretion, shall determine the 

manner and terms, if any, by which rights under Pledged Patents may be 

extended to an Asserting Party after that Asserting Party’s lawsuit or other 

legal proceeding is permanently dismissed, terminated or withdrawn in 

writing. 

Whilst it seems clear that a property owner can determine to what extent rights will be 

exercised it is less clear that a retrospective withdrawal of rights will be effective.  At 

one level it might be argued that the ‘terms of the PNA are made clear but there is 



 

 

something of a dichotomy between the 90 patents that are covered by the pledge and 

the tens of thousands of patents that are owned by Google. 

The Google pledge contains another provision that is unusual in PNAs relating to the 

situation where offensive action has been taken by mistake. As has been stated in 

other contexts, there is an uneasy relationship between a pledge and a contract  

Mistaken Assertion 

Should Google ever initiate a lawsuit or other legal proceeding for patent 

infringement based on software which is not the subject of a Defensive 

Termination, and then receive written notice from the party against whom 

such lawsuit or other legal proceeding has been filed providing sufficient 

information for Google to reasonably determine that such software in fact 

satisfies the requirements of the Pledge, then Google will use reasonable 

efforts to withdraw such lawsuit (or the applicable claims therein) or move to 

terminate such other legal proceeding (or the applicable portions thereof) 

within sixty (60) days after receiving such written notice. 

Again, this illustrates a degree of uncertainty as to what may be the legal significance 

of a PNA?  Under contract law, a party is obliged to meet its obligations and terms 

such as ‘reasonable efforts’ have very limited significance.. Save in exceptional 

circumstances where the doctrine of frustration may apply to excuse a party for non-

performance, the fact that there has been no negligence will not provide any defence. 

If Google, or any other party, terminates a PNA in breach of contractual obligations, it 

will be potentially liable for breach of contract and the fact that ‘reasonable efforts’ 

are made to rectify the situation may mitigate matters but will not extinguish liability.   

The Twitter PNA follows a different format to others that have been considered 

above. Rather than being directed at third party developers it is an internal agreement 

between the company and the employees who may have been responsible for creating 

patentable inventions. The key notion is that the consent of the inventor should 

generally be required before the company initiates litigation in respect of the patent. 

The agreement is much more legalistic in its nature than most other pledges and states 

in its pertinent sections: 



 

 

WHEREAS the Inventors have invented certain patentable subject matter 

which they desire to assign to the Company; 

There is, of course an issue who is entitled to claim patent rights in respect of 

inventions made in the course of employment? 

NOW, THEREFORE, for good and valuable consideration, the receipt of 

which is hereby acknowledged, the parties agree as follows: 

Subject to the terms and conditions herein, Inventors do hereby sell, assign, 

and transfer and have sold, assigned, and transferred to the Company, for itself 

and its successors, transferees, and assignees, the entire worldwide right, title, 

and interest in and to the following patent application(s) 

The consideration in this case will be the employee’s salary. This much of the 

agreement is fairly standard and, as indicated above, the employer is probably entitled 

to assert patent rights without the specific consent of the employee. The agreement 

continues, however to state that: 

The Company, on behalf of itself and its successors, transferees, and assignees 

(collectively the “Assignee”), agrees not to assert any claims of any Patents 

which may be granted on any of the above applications unless asserted for a 

Defensive Purpose. An assertion of claims of the Patents shall be considered 

for a “Defensive Purpose” if the claims are asserted: 

(a) against an Entity that has filed, maintained, threatened, or voluntarily 

participated in a patent infringement lawsuit against Assignee or any of 

Assignee’s users, affiliates, customers, suppliers, or distributors; 

(b) against an Entity that has filed, maintained, or voluntarily participated in a 

patent infringement lawsuit against another in the past ten years, so long as the 

Entity has not instituted the patent infringement lawsuit defensively in 

response to a patent litigation threat against the Entity; or 

(c) otherwise to deter a patent litigation threat against Assignee or Assignee’s 

users, affiliates, customers, suppliers, or distributors. 



 

 

In these situations Twitter is entitled to take action without the need to seek the views 

of the employee inventor(s). The novel feature of the agreement is that it continues to 

provide: 

If Assignee needs to assert any of the Patent claims against any Entity for 

other than a Defensive Purpose, Assignees must obtain prior written 

permission from all of the Inventors without additional consideration or threat. 

 

3.3 Jurisdictional	  Limitations	  

In situations where parties are located in different countries and legal jurisdictions, 

choice of law issues may arise. Two questions are of particular importance. There 

may be the issue which legal system will govern the transaction. There is extensive 

European legislation governing this point in the context where consumer transactions 

are involved. This is not likely to be relevant in the context of PNAs. In more 

commercial transactions it is generally open to the parties to decide what legal system 

will apply to a transaction. Although there are mechanisms for making such a 

determination in the event that is has not been specified by the parties, it is almost 

always preferable for the parties to indicate their own choice in this matter. 

A further issue relates to the courts that will have jurisdiction to hear cases. It is very 

possible, for example that English courts would seek to determine a  dispute through 

applying its interpretation of United States federal law. Those granting a PNA might 

well be reluctant to face the possibility of having to defend litigation in a far flung 

country. Again it is important that the parties to a PNA (whether unilateral or bilateral 

or multilateral in nature) clarify these issues. The EU licence provides a helpful model 

in this respect.  

 

Any litigation resulting from the interpretation of this License, arising between 

the European Commission, as a Licensor, and any Licensee, will be subject to 

the jurisdiction of the Court of Justice of the European Communities, as laid 

down in article 238 of the Treaty establishing the European Community. 



 

 

Any litigation arising between Parties, other than the European Commission, 

and resulting from the interpretation of this License, will be subject to the 

exclusive jurisdiction of the competent court where the Licensor resides or 

conducts its primary business. 

15. Applicable Law 

This Licence shall be governed by the law of the European Union country 

where the Licensor resides or has his registered office. 

This licence shall be governed by the Belgian law if: 

  -  a litigation arises between the European Commission, as a 

Licensor, and any Licensee;  

  -  the Licensor, other than the European Commission, has no 

residence or registered office inside a European Union country.  

Whilst the EU contract may not provide a complete model it does give a useful 

indication of some of the issues that are not always provided for in PNAs.  A difficult 

balance requires to be struck between excessive legality and the creation of 

ambiguities that may create problems for the future 

	  

3.4	   Nature	  of	  PNA	  Giver	  

To date discussion has focused on PNAs issued by individual companies. These relate 

to a relatively small number of patents and although some of the companies that have 

adopted PNAs such as Google, IBM and Microsoft are amongst the most significant 

players in the industry only a small subset of their many thousands of US patents are 

included in the scope of their PNAs. A fact that is also apparent is that different 

companies have adopted policies for different reasons and that the scope of the 

protection offered varies significantly. 

In addition to individual pledges there are a number of networked agreements. The 

rationale behind the networks may differ as does the scope of the agreement itself.  



 

 

Some significant players such as Google are signatory to a number of the networks so 

they can be seen as complementary rather than competing.  

As with individual PNAs, networked approaches do not fall into a single category. In 

large part the efforts of these organisations are dedicated to establishing standards for 

use within the open source community.  

The work of two organisations, Apache and the Open Web Foundation can be 

characterised as seeking to establish templates for licensing agreements (including 

PNA provisions) that may be used by companies or groups of companies. 

The Apache Software Foundation is a non-profit corporation, provides support for a 

broad range of open source software projects. Membership is by invitation only and is 

offered on an individual rather than a corporate basis. Essentially, it offers an 

environment within which members, referred to as contributors, can discuss and agree 

on the development of open source software products and to develop standards in this 

respect.   It makes extensive provision for software licences and also maintains a 

detailed PNA pledge in the form of a non-exclusive licence. Much of this relates to 

copyright issues but there are also provisions relating to patent law. It is provided that 

contributors to its projects are to grant each other ‘a perpetual, worldwide, non-

exclusive, no-charge, royalty-free, irrevocable … patent license to make, have made, 

use, offer to sell, sell, import, and otherwise transfer the Work’ 

The caveat is almost inevitable. If a party institutes: 

patent litigation against any entity (including a cross-claim or counterclaim in 

a lawsuit) alleging that the Work or a Contribution incorporated within the 

Work constitutes direct or contributory patent infringement, then any patent 

licenses granted to You under this License for that Work shall terminate as of 

the date such litigation is filed. 

The termination provision is quite narrow applying only to the where patent action is 

brought in respect of a particular work to which the member has contributed. 



 

 

It is well known that many software projects fail to attain their intended goals. 

Perhaps essentially in the context of collaborative work, the Apache agreement 

contains a very substantial exclusion clause. 

In no event and under no legal theory, whether in tort (including negligence), 

contract, or otherwise, unless required by applicable law (such as deliberate 

and grossly negligent acts) or agreed to in writing, shall any Contributor be 

liable to You for damages, including any direct, indirect, special, incidental, or 

consequential damages of any character arising as a result of this License or 

out of the use or inability to use the Work (including but not limited to 

damages for loss of goodwill, work stoppage, computer failure or malfunction, 

or any and all other commercial damages or losses), even if such Contributor 

has been advised of the possibility of such damages. 

It is perhaps questionable how far such a broadly worded clause could be considered 

enforceable  

Somewhat different in its nature, the Open Web Foundation is described as an 

independent non-profit organisation whose proclaimed mission is 

to promote the  development and protection of open, non-

proprietary specifications for web technologies.   Following the open source 

model similar to the Creative Commons, the foundation is aimed at building a 

lightweight framework to help communities deal with the legal requirements 

necessary to create successful and widely adopted specifications.63 

It continues to state that 

The OWF is an organization that creates legal agreements to enable 

communities and organizations to create technical specifications in a legally 

responsible manner. 

This approach is different to, and more open ended than, that adopted by Apache.  

The key concept is the provision of licensing templates (covering both copyright and 

patent issues) that will provide a basis for the adoption of specifications. It is stated 
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that these may be either open source or proprietary but in the latter situation are to be 

made available on a royalty free basis. 

The OWF has drafted a number of documents that are relevant to PNA pledges. Of 

most relevance are the Contributor Licence Agreement (CLA) and the Final 

Specification Agreement (OWF). The former applies during the development of a 

specification and the latter once this has been accomplished. As is stated: 

By signing a CLA, an individual or a Bound Entity licenses certain of its 

copyrights and promises not to assert certain of its patent claims so that others 

around the world freely can include the signer’s Contributions – and elaborate 

on them – in the community effort to write and implement a Specification 

containing those Contributions.  

 Essentially, the CLA confers permission to use patented technology in the context of 

a work in progress. Such works may or may not end up with a viable end product. In 

the event the effort succeeds the emphasis moves on to what is referred to as the Final 

Specification License Agreement. As is stated:  

 In contrast to the CLA in which the signer’s grant is limited to the signer’s 

Contributions, the OWF's grants are directed to the entire Specification. By 

signing an OWFa, an individual or a Bound Entity licenses certain of its 

copyrights and promises not to assert certain of its patent claims so that others 

can freely implement the entire final Specification as it is published, 

regardless of who contributed what portions. 

This is a broader undertaking than that relating to what might be considered the 

negotiation stage of specification development. Once the specification is agreed, 

anyone should be entitled to make use of it without fear of patent law suits from other 

contributors. As with the Apache agreement, concerns are evident regarding the 

extent of possible legal exposure and there is an extensive exclusion clause 

disclaiming liability for any failures or deficiencies in the end product 

  



 

 

6.  Representations, Warranties and Disclaimers.  I represent and warrant that I 

am legally entitled to grant the rights and promises set forth in this Agreement. 

IN ALL OTHER RESPECTS THE SPECIFICATION IS PROVIDED "AS 

IS."  The entire risk as to implementing or otherwise using the Specification is 

assumed by the implementer and user. Except as stated herein, I expressly 

disclaim any warranties (express, implied, or otherwise), including implied 

warranties of merchantability, non-infringement, fitness for a particular 

purpose, or title, related to the Specification. IN NO EVENT WILL ANY 

PARTY BE LIABLE TO ANY OTHER PARTY FOR LOST PROFITS OR 

ANY FORM OF INDIRECT, SPECIAL, INCIDENTAL, OR 

CONSEQUENTIAL DAMAGES OF ANY CHARACTER FROM ANY 

CAUSES OF ACTION OF ANY KIND WITH RESPECT TO THIS 

AGREEMENT, WHETHER BASED ON BREACH OF CONTRACT, TORT 

(INCLUDING NEGLIGENCE), OR OTHERWISE, AND WHETHER OR 

NOT THE OTHER PARTY HAS BEEN ADVISED OF THE POSSIBILITY 

OF SUCH DAMAGE.  

Depending on the particular legal jurisdictions involved it is doubtful whether such a 

broad clause will be fully enforceable, especially perhaps in the situation where the 

end user is a consumer. 

The Open Invention Network (OIN) was established in 2005 as a response to 

concerns that the increasing number of patent lawsuits was threatening the open 

source software community. Its website states: 

Open source software has been one of the greatest sources of 

innovation.  Open source developers have built excellent software solutions 

for business, education and personal use. Free and open source programs give 

companies, schools, governments and users more choices, ensuring that they 

are getting the best possible technology for their needs. Unfortunately, the last 

decade has seen an enormous rise in software patent suits. Open source 

developers aren’t any more immune to this threat than other software 

vendors.  However, the culture and innovation modality of open source 

software, based on engagement and sharing, made it natural to build a 

collective defensive solution to protect and enable it. 



 

 

The Open Invention Network is a shared defensive patent pool with its stated mission 

being the protection of the Linux system.  One key issue concerns the definition of 

these terms. As patent litigation between Oracle and Google perhaps shows, this is not 

a precise term64. But definitional issues may be avoided by virtue of the fact that OIN 

operates on the basis of a written licence agreement that defines the terms and which 

must be signed by a party wishing to take advantage of its provisions65. 

OIN members total around 500 and include key players such as Google, IBM, Novell 

and Sony66. Its key instrument is a licence agreement which may be entered into by 

any entity.  The licence gives a general albeit limited right to use OIN patents and a 

wider right to use these for Linux products. OIN operates both (using financial 

support from its major members) to acquire patents that might be used by patent 

assertion entities (trolls) to threaten companies seeking to develop the Linux 

environment. OIN members also agree as part of the membership agreement to 

license all other members to use patent rights that they own. Section one of the 

licence agreement67 provides 

OIN, grants to You and Your Subsidiaries a royalty-free, worldwide, 

nonexclusive, non-transferable license under OIN Patents to make, have made, 

use, import, and Distribute any products or services. In addition to the 

foregoing and without limitation thereof, with respect only to the Linux 

System, the license granted herein includes the right to engage in activities 

that in the absence of this Agreement would constitute inducement to infringe 

or contributory infringement (or infringement under any other analogous legal 

doctrine in the applicable jurisdiction). 

In return for receiving this licence, members agree that other members will be granted  

a similar licence in respect of any patents that they own. In both cases the licence 

continues to provide 68  that members may choose to exclude by means of a 

“Limitation Election” some of their patents from the scope of the OIN agreement. 

                                                
64	  See	  <	  http://www.fosspatents.com/2010/08/open-‐invention-‐network-‐oin-‐oracle-‐vs.html>	  
65	  It	  is	  provided	  that	  “Linux	  System”	  shall,	  at	  any	  time,	  have	  the	  meaning	  set	  forth,	  at	  that	  time,	  
on	  www.openinventionnetwork.com.”	  
66	  A	  membership	  list	  is	  located	  at	  <	  http://www.openinventionnetwork.com/community-‐of-‐
licensees/>	  
67	  <	  http://www.openinventionnetwork.com/joining-‐oin/oin-‐license-‐agreement/>	  
68	  In	  section	  2.2.	  



 

 

This right has been exercised by a number of significant players including Facebook, 

HP and Oracle. 

As is standard practice there is provision for withdrawal of the licence in the event of 

assertive patent litigation. Section 3 of the agreement provides that: 

3.3   If a Licensee or its Affiliate files one or more Claims against You or 

Your Subsidiaries based on products that perform substantially the same 

function as the Linux System, and are Distributed by You or Your 

Subsidiaries, then You may suspend the license granted under Section 1.2 to 

such Licensee and its Subsidiaries on written notice to such Licensee. Such 

suspension shall be effective unless and until such Claim is dismissed. 

3.4   The license in Section 1.1 shall terminate effective on the day You or 

Your Subsidiary files one or more Claims against any Licensee, whose license 

has not been suspended by You under Section 3.3, for making, having made, 

using, importing, or Distributing any Linux System. 

The phrase in section 3.3 ‘products that perform substantially the same function as the 

Linux System’ is interesting but is not defined further. It appears to give a wider 

ground for terminating a licence than is applicable in the case where the undertaking 

itself initiates litigation as defined in section 3.4. It appears also that the provisions 

are applicable in the event of any form of legal proceedings and are not limited to 

patent infringement proceedings. 

Specific provision is made regarding choice of law issues with the agreement 

providing that it “shall be construed in accordance with the laws of the State of New 

York as such laws apply to contracts entered into and fully performed in the State of 

New York.” 

The Licence on Transfer Network (LOT)69 which was established in 2014 adopts a 

somewhat different approach to patent licensing and is designed more to guard 

against the risks that members might be sued by non-practicing entities. Its website 

contains the (unsubstantiated) claim that: 

                                                
69	  http://www.lotnet.com/	  



 

 

Had we formed LOT Network in 2005, and if every operating company had 

joined that year, approximately 10,500 defendants in PAE litigations using 

acquired patents may have collectively avoided more than $100 billion in 

costs.  

As with many other PNA agreements, provision is made for defensive termination of 

the licence in the event that a recipient member initiates infringement proceedings 

against the new owner 

3.5 Consistency,	  Clarity	  and	  Certainty	  of	  Terms. 

The issue highlights one of the difficulties inherent in the field. There is obvious merit 

in having a pledge written in a style that can be understood by non-lawyers, but to a 

considerable extent this may give hostages to fortune by allowing for ambiguities that 

may subsequently form the basis of legal proceedings – thereby losing many of the 

benefits that PNAs seek to obtain. 

Although a range of definitions have been attempted in the field, the terms ‘Open 

Source Software or Home-Grown Systems’ referred to, for example,  in the 

Blackboard PNA do not have a precise legal meaning. In this, as in a good number of 

the PNAs issued by undertakings, the attempt is to draw a distinction between the use 

of patented technology for open source purposes and its use within  commercial or 

proprietary software,  

Some of the earliest PNAs were adopted by relatively small companies which 

possessed only a small number of patents and generally only patents awarded by the 

United States authorities. The entrance of larger companies such as Google, IBM and 

Microsoft into the ranks of those adopting PNAs complicates matters at a range of 

levels. In all cases the companies place only a small number of their patents within 

the scope of the pledge. The Google pledge is unusual in that it provides an 

exhaustive list70 of patents that are included across a range of jurisdictions. Even here, 

however, there are elements of ambiguity. A number of patents are referred to as 

having been issued by the European Patent Office. Whilst factually correct, this does 

not reveal the full picture. At least at present, there is no such creature as a single 

                                                
70	  http://www.google.com/patents/opnpledge/patents/	  



 

 

European patent. What the European Patent Office will issue is effectively a basket of 

patents valid in whatever number of member states as has been selected by an 

applicant. The more states included, the higher will be the fees and other costs such as 

translation associated with a grant. It would certainly be open to anyone seeking to 

rely on a Google patent to examine the award to determine which European states it 

applies to but this does add another level of complexity to the topic.  

Another issue identified by Google in the FAQ attached to its PNA is the relationship 

between patents covered within the scope of a PNA and others which may have been 

dealt with on a different basis.  Two points are of particular relevance. First, as is 

stated by Google: 

Existing open source licenses with patent provisions, such as Apache License 

2.0, Mozilla Public License 2.0 and the GNU General Public License v3 are 

principally copyright licenses. As such they are typically used in connection 

with software source code distributions. Google releases a lot of open source 

code under such licenses. The OPN Pledge is oriented to open source software 

to which Google has contributed little or no code, or has not otherwise 

incurred any patent license obligations under patents it owns. The OPN allows 

us to do more than conventional patent rights transfer mechanisms around free 

or open source software would allow. 

The Google PNA should therefore be seen as an addition to existing licensing 

provisions, a point that is considered further in the FAQ: 

Given that Google has released lots of code under open source licenses with 

patent provisions, such as the Apache License 2.0, what impact is the OPN 

Pledge intended to have on such releases? 

Google has released and will continue to release OSS code under a variety of 

license agreements, including those with patent grant provisions. The OPN 

Pledge is not intended to conflict with or supersede those more specific 

arrangements. In particular, the patents selected for inclusion in the OPN 

should have little to no bearing on patent rights that Google may have granted 

under prior OSS releases. 



 

 

This is a significant issue. In addition to issues regarding the scope of individual 

PNAs, these also have to be considered within a wider context. Clarity and 

consistency within a document is important but a number of organisations are party to 

a number of agreements and policies. 

Tissues of consistency may arise also in another respect. PNAs and licences are not 

static documents 

he General Public Licenses (GNU) developed by the Free Software Foundation 

constitutes another example of a licence that was originally  designed to deal with 

copyright issues but which has been extended  in recognition of  the potential impact 

of software patents. The licence has gone through several incarnations and the current 

licence is version 3. Discussion on this report focuses on this and the perceived 

problems with version 271 that it seeks to address. In discussions of the draft of this 

version of this licence, Richard Stallman, the individual behind the original GNU 

concept commented regarding the intention behind the new provision. It is a standard 

feature for PNAs to provide that they will cease to apply in the event that a 

beneficiary initiates intellectual property action of some sort. The notion is that it is 

legitimate to use patents as a defensive tool rather than as on offensive weapon. As 

was stated: 

There are two kinds that we said are ok. One kind is where retaliation only 

occurs against aggression. You see, if Party A sues B for patent infringement, 

the thing B is most likely to do, if he can, is counter-sue. If Party A has a 

software patent, Party B will look for a way to counter-sue. We've decided we 

want retaliation only against A, not against B. We want retaliation only 

against those who commit the aggression. Not against those who are 

themselves retaliating. So we have a way to make the distinction.72 

This is a difficult point and has been the cause of problems within the copyright area 

also. Patent licences can be complex objects and this poses problems for the GNU 

licence systems that requires unequivocal rights should be granted to licence holders.  

In the Preamble to the GNU licence it is stated that: 

                                                
71	  Version	  2	  of	  the	  GNU	  licence	  was	  adopted	  in	  1991	  and	  predates	  many	  of	  the	  issues	  relating	  to	  
the	  award	  of	  software	  patents.	  
72	  http://fsfe.org/campaigns/gplv3/patents-‐and-‐gplv3.en.pdf	  



 

 

Finally, every program is threatened constantly by software patents. States 

should not allow patents to restrict development and use of software on 

general-purpose computers, but in those that do, we wish to avoid the special 

danger that patents applied to a free program could make it effectively 

proprietary. To prevent this, the GPL assures that patents cannot be used to 

render the program non-free. 

In the body of the licence terms it is provided that they are to apply to all essential 

patent claims owned by a contributor who authorises the use of ‘a program or a work 

on which the Program is based’.  ‘Essential claims are defined to encompass:  

all patent claims owned or controlled by the contributor, whether already 

acquired or hereafter acquired, that would be infringed by some manner, 

permitted by this License, of making, using, or selling its contributor version, 

but do not include claims that would be infringed only as a consequence of 

further modification of the contributor version. For purposes of this definition, 

“control” includes the right to grant patent sublicenses in a manner consistent 

with the requirements of this License. 

The key element of the licence is the grant to other parties of a non-exclusive, 

worldwide, royalty-free patent license … to make, use, sell, offer for sale, import and 

otherwise run, modify and propagate the contents of its contributor version.’ 

There is an issue regarding the grant of worldwide rights. As discussed previously, 

this concept is more applicable to patent than to copyright law. In terms of the scope 

of the licence offered and the restrictions imposed it is provided that: 

If you convey a covered work, knowingly relying on a patent license, and the 

Corresponding Source of the work is not available for anyone to copy, free of 

charge and under the terms of this License, through a publicly available 

network server or other readily accessible means, then you must either (1) 

cause the Corresponding Source to be so available, or (2) arrange to deprive 

yourself of the benefit of the patent license for this particular work, or (3) 

arrange, in a manner consistent with the requirements of this License, to 

extend the patent license to downstream recipients. “Knowingly relying” 

means you have actual knowledge that, but for the patent license, your 



 

 

conveying the covered work in a country, or your recipient's use of the 

covered work in a country, would infringe one or more identifiable patents in 

that country that you have reason to believe are valid. 

If, pursuant to or in connection with a single transaction or arrangement, you 

convey, or propagate by procuring conveyance of, a covered work, and grant a 

patent license to some of the parties receiving the covered work authorizing 

them to use, propagate, modify or convey a specific copy of the covered work, 

then the patent license you grant is automatically extended to all recipients of 

the covered work and works based on it. 

A patent license is “discriminatory” if it does not include within the scope of 

its coverage, prohibits the exercise of, or is conditioned on the non-exercise of 

one or more of the rights that are specifically granted under this License. You 

may not convey a covered work if you are a party to an arrangement with a 

third party that is in the business of distributing software, under which you 

make payment to the third party based on the extent of your activity of 

conveying the work, and under which the third party grants, to any of the 

parties who would receive the covered work from you, a discriminatory patent 

license (a) in connection with copies of the covered work conveyed by you (or 

copies made from those copies), or (b) primarily for and in connection with 

specific products or compilations that contain the covered work, unless you 

entered into that arrangement, or that patent license was granted, prior to 28 

March 2007. 

Nothing in this License shall be construed as excluding or limiting any 

implied license or other defenses to infringement that may otherwise be 

available to you under applicable patent law. 

This provision was introduced in the attempt to make  suing over software patent 

infringement less appealing. Under the version 2 of the licence which remains the 

most widely used   its terms applied to the direct relationship between patent owner 

and distributor. Less direct deals - for example agreeing not to sue each other’s 

customers - were not prevented. One of the most controversial examples concerned 



 

 

the 2008 agreement between Microsoft and Novell73. Using agreements such as this , 

companies could create ‘favoured’ versions of GPL v2 software with lower risks of 

patent litigation for their customers. The revised contains what is effective a most 

favoured nation provision stipulating that any benefits granted to one licensee must be 

extended to all others. 

 

4.0	   Comment	  and	  Analysis	  

There is certainly no single model of PNAs. The Annex below sets out the key 

elements of the provisions of the 18 PNAs considered in this report. As noted 

previously, PNAs have been adopted for a variety of motives ranging from 

philosophical to pragmatic considerations. A common factor emanates from some 

form of dissatisfaction with the operation of the patent system particularly that 

operated in the United States. The Patent Pledge seeks to protect the interests of small 

companies who it is argued are at particular risk from the activities of patent trolls. 

Although it would be wrong to generalise, small companies are unlikely to have in 

house legal counsel or to be able to afford extensive external legal advice. The 

straightforward language used in the Patent Pledge does make it accessible to such 

undertakings. There is a critical distinction, however, between linguistic accessibility 

and legal predictability and in some cases PNAs do seem to leave hostages to legal 

(mis)fortune. A term such as ‘good faith’, which is found in the Tesla PNA, is a good 

example of such uncertainty. It is frequently found in legal documents, for example 

when requiring contracting parties to seek to negotiate ‘in good faith’ in the event of 

any dispute about the terms of the agreement. However its deployment is less useful 

when it effectively stands alone. 

In some cases, such as the Patent Pledge, there appears to be the express desire to 

avoid making a legally binding commitment. In other cases this is implicit rather than 

explicit. A difficulty with this approach is that it is difficult to avoid all legal 

consequences for the words that have been used. The issue of defensive termination is 

                                                
73	  see,	  e.g.,	  http://www.zdnet.com/blog/open-‐source/microsoft-‐gets-‐novells-‐patents-‐rights-‐but-‐
must-‐share-‐them-‐with-‐open-‐source-‐software/8713	  



 

 

of particular importance here. In some instances it is stated that the PNA will cease to 

apply if patent litigation is brought against the grantor. Others refer to patent action 

brought against any member of the open source community. In other cases, reference 

is made to the trigger point for termination being the initiation of any form of 

intellectual property action. This latter approach appears rather extreme and could 

face objections from antitrust agencies with concerns that the conduct might 

constitute an abuse of the dominant market position afforded by a patent. The 

provisions for termination should be proportionate to the conduct of the beneficiary, a 

point that will be of particular importance if there is no specific contractual basis for 

the PNA 

Another important distinction is between agreements that claim to be based in 

contract law and those that seek to operate on a non-contractual basis. The differences 

between the two regimes are potentially significant. Contractual liability is strict in its 

nature whereas non-contractual liability normally only arises when there has been 

negligence. At one level, it is harder for a claimant to establish negligence as opposed 

to breach of contract but the level of liability can also be more open-ended. 

It is a basic feature of contract law that in order for there to be a valid contract there 

has to be an offer, acceptance and the intention to create a legally binding 

relationship. The last two elements appear to be problematic in the case of many 

PNAs. In a minority of cases the benefitting party is required to indicate acceptance of 

the terms of the PNA. In most cases this is not required and indeed some, such as that 

issued by Microsoft, make play on the fact that the beneficiary is not required to do 

anything. Although user friendly in some respects this has the potential to create 

future legal difficulties in the event that the pledger subsequently changes or 

withdraws the pledge. It may be difficult to establish that the beneficiary knew of and 

relied on the PNA – or indeed the converse in the event a claim is brought perhaps 

several years in the future  against the PNA grantor. 

In a number of instances PNAs refer in rather general terms to their application to 

specified US patents and their international counterparts. There is no guarantee that 

different national patents confer the same level of protection.  A preferable approach 

is to specify the particular patents to which the pledge applies.  



 

 

Patents have a limited life span and their continued existence even within that period 

is dependent on the owner paying periodic renewal fees. The issue is not perhaps of 

great importance, but there is potential liability in the event that a PNA claims to 

apply in respect of a patent that is no longer in force 

At present, only a relative small number (in comparison with the number of software 

patents issued annually) of patents are the subject of PNAs. To date the activity has 

not given rise to any form of litigation. The establishment of private law mechanisms 

to regulate the use of the public law system of patents may become more important if 

public law reform is not forthcoming. At the moment, much of the focus of initiatives 

is in the open source community. This is not surprising as this has traditionally been 

the origin of permissive licences in the copyright sector. Until recent times, perhaps 

the last decade, copyright was seen as the most relevant form of intellectual property 

right within the software sector. It is arguable that it is better suited to the form of 

permissive licensing that has been adopted in the open source community than is the 

case with patents. One of the key problems, that PNAs can do little to alleviate is that 

given the number of software related patents in existence there can be few guarantees 

that any application, even one relying on a PNA will not infringe patent rights 

belonging to or claimed by a third party. This is a factor that should be specified 

clearly in any PNA. The Google PNA states: 

The Pledge is not an assurance that any of the Pledged Patents cover any 

particular software or hardware or are enforceable, that the Pledged Patents 

are all patents that do or may cover any particular Free or Open Source 

Software, that any activities covered by the Pledge will not infringe patents or 

other intellectual property rights of a third party74 

Provisions such as this will be necessary in order to guard the authors of PNAs 

against the risk of legal action in the event that a party relying on its terms – and 

without conduct independent research into other issued patents – falls foul of one of 

these.  

                                                
74	  https://www.google.com/patents/opnpledge/pledge/	  



 

 

As stated, the rationale behind PNAs varies across the companies and organisations 

adopting them. There are key points that should be considered even if the approach to 

them differs across PNAs 

• What is the nature of the relationship between the PNA grantor and its 

intended beneficiaries?  

• What is the scope of the PNA both in geographic terms – and seldom provided 

for – in terms of choice of law clauses? 

• What provisions are made for defensive termination? 

• What is provided in for in order to limit the PNA grantor’s liability in the 

event a party faces legal action alleging infringement of a third party’s patent 

rights. 

  


