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Document for information.
A revised draft UN/CEFACT IPR policy (TRADE/CEFACT/2003/6/Rev.1) has been submitted to the tenth session of UN/CEFACT for its consideration.  To assist the Plenary in is discussion, the secretariat has prepared this explanatory note, which includes:

* An explanation of why two of the recommendations from the United Nations Office of 

  Legal Affairs (OLA) were not taken into account in the text submitted to the Plenary

* A copy of the advice from the World Intellectual Property Organization (WIPO) to the 

  OLA on these aspects of the Policy

* An explanation of why the OLA has not wished to change their recommendations 

* The results of a UN/CEFACT Steering Group (CSG) survey on the effect of

   requirements to indemnify the United Nations

A
Introduction

The draft IPR policy submitted to the May 2004 session, is a revision of the draft Policy approved by UN/CEFACT at its May 2003 session. These revisions were undertaken, at the request of the CEFACT Steering Group, by one of the UN/CEFACT Legal Rapporteurs (Mr. David Marsh of the United Kingdom) following discussions with the United Nations Legal Office (OLA) in New York and the World Intellectual Property Organization (WIPO) and the version submitted has the endorsement of the UN/CEFACT Steering Group. 

However, the following IPR text does not conform with the recommendations of the OLA in the two areas described below that were received from the OLA in Enclosure 1 of the memorandum from the Director of the General Legal Department of OLA to the Director of the Trade Development and Timber Division dated 8 May 2003 and titled “Comments on the draft Intellectual Property Rights Policy”:
(a) “the recommendation that participants and contributing non-participants be required to sign an instrument certifying that they agree to be bound by the Intellectual Property Policy” and;

(b) “the recommendation that participants and contributing non-participants be required to indemnify, hold harmless and defend at their own expense the UN against claims of infringement of third-party intellectual property rights arising from their contributions”

This document has been prepared by the secretariat to assist delegations in better understanding the issues surrounding the above two issues, and particularly to the issue of indemnification outlined in the second recommendation. 
B
Why these two recommendations from the OLA were not taken into account

The UN/CEFACT Legal Rapporteur in his response to the above OLA recommendations on the draft Intellectual Property Rights Policy of UN/CEFACT (“Comments Prepared by the Joint Legal Liaison Rapporteur for consideration by CSG members in accordance with the instructions of the UN/CEFACT Plenary May 2003” dated 4 July 2003) noted the following:

Adherence to the IPR policy

“The OLA recommends that participants and contributing non-participants (as defined in the policy) are required to sign a certificate certifying that they have received a copy of the policy and they agree to be bound by it prior to being admitted to participating UN/CEFACT work.  It is fully recognised that this is, without question, the safest way of ensuring that the policy can be proved to have been accepted by and is binding on all participants and contributing non-participants.  

However, it is suggested that this is a counsel of perfection as there is a strong likelihood that many potential contributants may refuse to sign such an instrument and as a result important input to the work of UN/CEFACT may be lost.  Furthermore, because of the voluntary nature of UN/CEFACT’s group activities, it is likely that it will not be easy to put in place an effectively operating mechanism to ensure that such signatures are obtained.  It is therefore suggested that the intellectual property policy, when finalised, should be promulgated on the UN/CEFACT website with a prominent notice on the website drawing attention to the policy and emphasising that anyone participating in the work of UN/CEFACT may only do so if they accept in full the terms of the policy.

The OLA’s further comments refer to the desirability of participants signing a document signifying that they accept the policy.  The comments made above regarding the practical enforceability of obtaining such signatures are repeated.  As a procedural matter, it is suggested that, as well as appearing on the website, the policy should be promulgated through all Groups and delivered electronically on all the Group web servers.  There should then be a standing instruction that as part of the process of granting access to the web servers to new participants, they must be sent a copy of the policy and required to acknowledge their acceptance of it and their agreement to it.  However, it has to be recognised that there will still remain the potential for participants claiming not to be aware of the policy or not to accept it.  This is felt to be a potential problem but not one capable of practical certain resolution.”

Indemnities

“The points raised here appear to be probably the most significant issue in the way of the implementation of this policy.  Although the OLA’s suggestion is a perfectly understandable aspiration it is respectfully suggested that to demand an open-ended unqualified indemnity from all participants for the benefit of the United Nations will result in many participants, particularly those who seek legal advice on the question, to refuse to participate in the work of UN/CEFACT.  

The fundamental difficulty is that it is always theoretically possible that the contribution from a Participant may well result in the work of a Group being capable of infringing the intellectual property rights of a third party under the sort of business process patents currently being sought and granted, particularly in the United States and elsewhere.  

Any Participant who takes legal advice is likely to be told that such an indemnity could involve enormous liability if the owner of a business process patent who is sufficiently well resourced to afford speculative litigation were to take such a step.  The very fact that the patentee in question would know, because of the open and public nature of this intellectual property policy, that other major contributors to the work of UN/CEFACT are granting unqualified indemnities may well tempt speculative claims to be mounted, especially in jurisdictions where there is a strong enthusiasm for such speculative litigation and where contingency fee arrangements are available.  Because of these reasons it is respectfully urged that the requirement for such unqualified open-ended indemnity should not be proceeded with.

It is also suggested that the UN itself has little need for such an indemnity because in most if not all cases the infringement, if any, will not be carried out by the UN in the process of laying down the standard but will be carried out by the corporate entity or individual attempting to use the standard in order to conduct electronic business.  The UN should obviously attach a disclaimer to all the standards it promulgates making it clear that it must be for aspiring users to satisfy themselves that their implementation of the standard does not infringe the IP rights of any third party.  Such a disclaimer, coupled with the adoption and promulgation of the policy itself, would, it is suggested, be a broad and arguably valid level of legal and commercial comfort for UN/CEFACT in particular and the UN in general.”

C
World Intellectual Property Organization (WIPO) Advice

A meeting to discuss these outstanding issues took place between the CSG Chairman, the Legal Rapporteur, and the UNECE secretariat and OLA officials in New York on 24 October 2004. As a result of that meeting UN/CEFACT was requested by the OLA to seek advice from the World Intellectual Property Organization. This resulted in a meeting between CSG officials, the secretariat and the Deputy Director General of WIPO on 9 December 2003. After the meeting, the Deputy Director General of WIPO sent a letter to OLA containing the following advice:

“One outstanding issue is whether contributors should be asked to indemnify the United Nations and users of CEFACT specifications against the risk of infringement of third party IP. One scenario that has been mentioned is the possibility of a user of CEFACT specifications infringing a third party's patent rights as a result of a contribution made to the specifications. The point has been made that there is an irreducible level of risk that there may be a background patent, not known to the contributor, which may yet cover the implementation of the standards. Since it would be imprudent for a contributor to assume all of this risk, potentially covering without limitation not merely the UN's liability but also that of downstream users of the standards, a circumspect legal advisor would be likely to advise potential contributors not to agree to such an indemnity. This may have a chilling effect on the provision of necessary contributions to CEFACT standards.

One option would be to require contributors to warrant that to the best of their knowledge the use of their contributions in line with the proposed standards would not infringe any known intellectual property rights in the relevant jurisdictions. However, users of the standards should be advised not to rely on this warranty, but to seek legal advice on potential infringement of third party IP. This may be achieved by the proposal in the existing text that the promulgation of a standard is made ‘on the basis that it does not imply any representation or warranty that application of it in any process can be made without the need for appropriate checks to ensure that the intellectual property rights of third parties are not infringed.’

An additional safeguard would be to require contributors simply to advise CEFACT of any third party IP that is potentially relevant to the implementation of their contribution, so as to maximise the amount of information available (since this would not require the contributor to make an implicit or explicit assessment as to the scope of patent claims, but rather require the provision of information in general). Broadly speaking, it is unlikely that the UN could be held accountable in a legal or ethical sense for infringement by users of IP rights of which it (the UN) is not even aware, especially if reasonable steps had been taken to obtain and disseminate information about any potentially relevant IP. Requiring contributors to supply any known information of relevance in this regard would therefore provide a further precaution against liability claims.

A further point that arose in discussion was the potential difficulties that may arise when interpreting the pivotal element of the IP policy - the 'irrevocable royalty free licence under any applicable intellectual property rights for the use of the Contribution' which the Participant is deemed to have granted when making a contribution. Since this may entail difficult multi-jurisdictional questions, including assessment of the scope of legitimate use of the Contribution, and a determination of the scope of IP rights, it may, in a worst case scenario, lead to particularly intractable or complex disputes. It strikes me that the proposed policy is therefore particularly amenable to the use of alternative dispute resolution, in particular mediation, in the event of disputes between contributors and users of standards; this in turn may ease some of the concerns of both parties as to the potential cost of using standards, thus promoting technical contributions and encouraging use.”

D
The OLA reasons for not changing their recommendations

Taking into account the previous contacts and the above advice received from WIPO, the Director of the General Legal Department of OLA sent the final OLA advice to the Director of the Trade Development and Timber Division in a memorandum dated 9 February 2004, in which he states the following.

“We have revisited the matter, taking into account the views of the Legal Adviser of WIPO, as set out in his letter dated 12 December 2003 and are now in a position to provide you with our final recommendations, which are set out below.

Concerning our recommendation that participants and contributing non-participants be required to sign an instrument certifying that they agree to be bound by the IPP, the Steering Group had commented that ‘many potential contributants may refuse to sign such an instrument and as a result important input to the work of UN/CEFACT may be lost’ (sic), and that ‘it is likely that it will not be easy to put in place an effectively operating mechanism to ensure that such signatures are obtained’.  The Group had suggested, as an alternative, that the IPP ‘be promulgated on the UN/CEFACT website with a prominent notice drawing attention to the policy and emphasizing that anyone participating in the work of UN/CEFACT may only do so if they accept in full the terms of the policy’, that the IPP ‘be promulgated through all Groups and delivered electronically on all the Group web servers’, and that there be ‘a standing instruction that as part of the process of granting access to the web servers to new participants, they must be sent a copy of the policy and required to acknowledge their acceptance of it and their agreement to it’.

We do not find that these suggestions would adequately protect the UN against disputes and potential liability vis-à-vis contributors to the work of UN/CEFACT.  We believe that, in order to provide a clear and effective legal framework for addressing intellectual property issues relating to contributions to the work of UN/CEFACT, including claims or disputes that may arise in connection with the contributions or the use thereof, the IPP should be explicitly agreed to by current and prospective participants, as well as by contributing non-participants, and a mechanism should be established to record their agreement (including by electronic means where appropriate).  We therefore maintain our recommendation.

Concerning our recommendation that both participants and contributing non-participants be required to indemnify, hold harmless and defend at their own expense the UN against claims of infringement of third-party intellectual property rights arising from their contribution, we have duly reviewed Mr. Gurry’s comments, which are outlined below.

WIPO first noted that the UN/CEFACT representatives with whom he had met had made the point that:

“… there is an irreducible level of risk that there may be a background patent, not known to the contributor, which may yet cover the implementation of the standards.  Since it would be imprudent for a contributor to assume all of this risk, potentially covering without limitation not merely the UN’s liability but also that of downstream users of the standards, a circumspect legal advisor would be likely to advise potential contributors not to agree to such an indemnity.  This may have a chilling effect on the provision of necessary contributions to CEFACT standards”.

WIPO then proposed the following options:

“To require contributors to warrant that to the best of their knowledge the use of their contributions … would not infringe any known intellectual property rights in the relevant jurisdictions.  However, users of the standards should be advised not to rely on this warranty, but to seek legal advise on potential infringements of third party IP …”.

“As an additional safeguard … to require contributors simply to advise CEFACT of any third party IP that is potentially relevant to the implementation of their contribution, so as to maximize the amount of information available …”.

WIPO opined further that 

“Broadly speaking, it is unlikely that the UN could be held accountable in a legal or ethical sense for infringement by users of IP rights of which it (the UN) is not even aware, especially if reasonable steps had been taken to obtain and disseminate information about any relevant IP …”.

Finally, WIPO noted that: 

“A further point that arose in discussion was the potential difficulties that may arise when interpreting the pivotal element of the IP policy –the ‘irrevocable royalty free licence under any applicable intellectual property rights for the use of the Contribution’ which the Participant is deemed to granted when making a contribution.  Since this may entail difficult multi-jurisdictional questions, including assessment of the scope of legitimate use of the Contribution, and a determination of the scope of IP rights, it may, in a worst-case scenario, lead to particularly intractable or complex disputes.  It strikes me that the proposed policy is particularly amenable to the use of alternative dispute resolution, in particular mediation, in the event of disputes between contributors and users of standards”.

It is our understanding that the WIPO Legal Advisor does not disagree with our opinion that the IPP, as drafted, would leave the UN exposed to potential liability
.  However, considering the point, made by UN/CEFACT representatives, that requiring contributors to indemnify the UN could have a ‘chilling effect’ on the provision of contributions, he proposed the options referred to in paragraph 8 above, as a way to reduce the risk to the UN.

We also note WIPO’s opinion that the pivotal element of the draft IPP creates the potential for particularly intractable or complex disputes, and we are concerned that the UN may be drawn into and find itself embroiled in such disputes.

In the circumstances, we must maintain our recommendation, as the only way to adequately protect the UN against potential liability vis-à-vis contributors or third parties in case of alleged violations of intellectual property rights arising from contributions to the work of UN/CEFACT.

Considering the potential for disputes and liability inherent in this project, we believe that it is of critical importance that the project be submitted for clearance by the UN Controller and submitted for the approval of the Economic and Social Council, the parent body of ECE, as we already recommended.  In case our recommendations are not accepted, this should be specifically and explicitly brought to the attention of the above-mentioned authorities when the project is submitted for their clearance and approval.”

E
The results of a CSG survey on the effect of requiring them to indemnify the United Nations

Having received the final advice from the OLA, the CSG organized a survey among the constituencies of UN/CEFACT. A questionnaire was sent through the Heads of Delegation, the Steering Group and the UN/CEFACT Forum Groups to all participants of the UN/CEFACT Groups enquiring how the participants of the Forum would react to an IPR policy as stipulated by the OLA.

Given the low response rate – 18 replies – the responses cannot be regarded as reflecting the views of the UN/CEFACT communities. However, it would seem to be indicative that out of the 18 replies received, 12 respondents felt that requiring an indemnity as proposed by the OLA would cause the organization in question to withdraw from UN/CEFACT. Three respondents felt that it would make the organization less likely to participate in UN/CEFACT and two felt that it would make no difference to the respondent’s organization. Only one organization anticipated an increase in their participation, if the OLA indemnities were to be adopted.
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� Although he opined that “[B]roadly speaking, it is unlikely that the UN could be held accountable in a legal or ethical sense for infringement by users of IP rights of which it (the UN) is not even aware, especially if reasonable steps had been taken to obtain and disseminate information about any relevant IP …”





