© Cubicibuc Limited 2016.

FRAND In the
time of global
competition

Balancing the needs of
the telecoms ecosystem

November 2016

CUBICIEUD



Standardisation is the act of a market agreeing to
limit the range of available products by removing
incompatible non-standard devices. \®

Open Standards have a positive impact on society:
v" Benefits the user by ensuring interoperability

v" Benefits the manufacturer from the economies of
scale on the demand side

v' Standards also reduce manufacturing costs for
compliant products; and further reduce
marketing costs through simpler information
diffusion.
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However, the complexity of
modern telecommunications
standards risks alienating small
and medium size firms (SMESs)
as only large verticals
organisations have the capacity
to exploit such global markets. Network

operators

The challenge then is to open
the standards to attract the best
technology from all
organisations, including SMEs,
academia as well as large multi-
nationals.
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Patents protect against theft of ideas.

Licensing of patents should be a mechanism to reward investment in R&D and as
such stimulate leading edge R&D that drives technology forward.

Licensing of patent gives some increased confidence for new products.

Where standards include patented technology (Standards Essential Patent — SEPS)
a balance must be struck between:

Rewarding organisations
that contribute
technology to the

standards activity
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SEPs are an inevitable consequence of standards based technologies, but FRAND
maintains the balance to ensure a virtuous circle of innovation and reward, where
continuous innovation is maintained in a competitive market environment —
supporting Open Standards:

Reward Innovation
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