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A.  Mediation

In mediaton, a neutral mediator facilitates communication, negotiation and

" resolution by the parties. The mediator attempts to help the parties understand their own and
* their adver-ary’s real needs and real interests, articulate those n2eds and interests, and create

a mutually beneficial formula for meeting the needs and interests.
" The mediator may express a view on the merits if requested by the parties.

;‘_.i'i_HoWe'Vcr', many. practitioners are concerned that i so do F&he mediator may appear to have
. compromised the mediator’s ability to facilitate problem

A
1 solving in an even-handed manner.

_ Also, the mediator may caucus privately with each party and shuttle between the
parties. In_so doing, it is imperative that the mediator preserve in confidence any information

“learned from a paity which the party does not want disclosed. Because some practitioners view
“private caucuses as creating concern in the absent party as to whether the m

r is. somehow

being tainted by the adverse party’s private remarks, some mediators attempt to conduct the
entire mediation without private caucuses, i.e. with all substantive communications between the

mediator and a party occurring in the presence of all parties.

Itis criﬁc_a_lly imp_ortai_jt that a representative of eachjpany'With authority to settle

(i.e. an individual panty or an officer of a corporation) be present throughout the mediation.
‘This includes, importantly, interested but unnamed parties, such as an insurance catrier or a

licensee. Mediation will hardly ever be successful if this condition is not satisfied.

Finally, the background, trammg and éxpéﬁcnéc_ of a mediator is important.

Mediators are not born. Litigators and. judges may be skilled at litigating and judging, but

not always at mediating. Training is a virtual necessity to enable a mediator to pe
competently. The mediation process is so different and so fluid in comparison with an
adjudicative process, the mediator must have training so as to be fully prepared to assist the

Mediation has worked effectively in resolving intellectual property disputes. It
has worked in large, complex cases and in smaller cases. It has worked early in the life of a
dispute as well as later in full-blown litig’ation. It appears to be burgeoning as a well accepted
alternative to full-time, all-out litigation.

" Minitrials are weil-known in the intellectual property field. Indeed, the very first
minitrial in the United States is widely regarded has having occurred in 1978 in a patent
infringement dispute between TRW and Telecredit.

A minitrial is a kind of facilitated negotiation in which a panel, comprising. party
representatives authorized to settle and (usually) 2 neutral, hears arguments by each party’s
counsel and immediately confers in an attempt to settle the matter. The settlement discussions
are facilitated by the neutral who acts very much like a mediator. The presence of a neutral
is .usually a plus, if not a sine qua non. The presence of authorized representatives of all

interested parties is essential.




C. Early Neutral Evaluation

= ' ~ Early neutral evaluation is usually a court-annexed procedure. Invented in the
: 'Northem Dlstnct of Cahfomxa, thxs procedure has enjoyed commercxal success m va"'-"e orher
 COUILS,’ ' o

Typically, after thc plw.dmgs are closed a rcspecui neutral hmzs argumcnt by

‘counsel,’ attempts to assist the parties in negotiating a settlement, ‘renders an opinion on the

- merits, and in the absence of settiement, assists in working out 2. pretrial schedule. Like

mediation and- ‘minitrials, it is imperative that a representative from each interested party with
au(honty to setﬂe attend wly neutral evaluation sessions.

Gl Parly neutral evaluatxon has been successful both in settlmg intelectual property
'dxsputes and in -assisting pames and courts in deveIOpmg and xmplementmg dxtoovcry
*-schadulcs ‘ _ R

Summary Jury Tnal

Summary jury trials also have becn uscful in asslstmg parties to intellectual
property actions resolve their differences. ‘Judge Thomas Lambros in the Northern District of
-Ohiois credited- thh ongmalmg tms process. It has been used hundreds of nmcs in that district

‘and elscwhere

' The same cast of characters as in a mm:tnal pamcxpates -- plus a Judgc and an
‘empaneled jury, Counsel argue to the jury; and the jury dehberatcs and renders a verdict, all
in a short ime (e.g. a day). Immediately: upon hunng Lhe Jury s vcrdlct the parms confe:r
'vmh the objecnve of molvmg the dispute . _ _ o

: Summary jury trials often -occur on the eve of a long jury tnal in a la.rgc
complcx case,

IV END NOTES |
| A Hybnd Processes

Many combinations of the foregoing processes, and variants of the processes,
have been utilized in resoiving inteiiectuai property disputes. Parties have provided for
‘negotiation, followed by mediation, followed by arbitration. Parties have agreed to mediation,
g havmg mediated to close to a solutlon ‘have agrwd t0 put r.he remammg 1ssua to an

itrator. - ,

The literature is rich, as is t.he experience of some pracnuoners, w1th creative
tech.mques for cncouragmg and cnablmg pames to solve thetr pmblems '

Gettwg To The Table | _ T .. o .
IR Pcrsuadm parties to talk has been a recurnng issue. A pre-dxspuu: ADR clause
has posed little p"oblem A post-dispute suggestion of ADR may once have posed a far more
serious problem. But that day is almost over.

No longer does a proposal of ADR by one party to another signal weakness or

lack of confidence. ADR is too well-known. Hundreds of corporations have signed the CPR
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corporate pledge. Hundreds of law firms have signed the CPR law firm pledge. Professional
associations encourage, if not compel, counsel to be familiar with and to consider ADR. Every
United States District Court provides for some form of ADR in its rules or its procedures’. It
is simply a matter of fundamental professional responsibility for counsel to consider *™%

without fear of waiving the white flag and without inferring an adversary who proposes ADR

- .is waiving that flag.

So with the psychological barriers receding, what does counsel or a party do

-absent a court order? Counsel can call counsel, simply as a matter of professional
__responsibility, to explore the prospects of ADR. Management can call management, because
-both know-the cost of litigation, or because both know the court will encourage, if not order,

ADR. These communications can occur-at any time — e.g. during early negotiations, when 2

- complaint is filed, on the eve of arguing 2 motion, on the sve of trial, during trial or after trial.

Of course, if it is a bet-your-business case, emotions are running . high, a

_precedent is needed, a licensing program is to be protected, truly irreparable harm is about to
" occur, or strategic litigation is otherwise an imperative, the parties may never get to the table.

Some issues must be litigated. ADR will not solve every problem between all parties.
C.  Finding A Newtral - B
| The importance of mgagihg‘a: competent neutral shines'thro'ugh the fabric of each

ADR process. How to find such a neutral is thus a critical question.

At the outset the parties must understand the issues on which they disagree and
must become informed as to the pros and cons of various procedures (including litigation) for
resolving those issues. If an adjudicative process other than litigation is settled on, one kind
of neutral should be considered. If a non-adjudicative process is chosen, another kind of neutral
should be considered. The adjudicator is the decisionmaker. - In contrast, a mediator is a
facilitator of decisions made by the parties; not by the mediator. T

Training and experience are important in all cases. Although it may be (and has
been) possible for a litigating attorney or a retired judge to serve effectively as an arbitrator
without training, it is imperative that a mediator or other facilitator have been trained.

Various organizations, e.g. AAA, CPR and WIPO, maintain rosters of potential
neutrals. The organizations cited keep themseives informed as’to'the background and
experience of each person on their rosters. It is usually salutary for a party and its counsel to

~ communicate with more than one such organization as to the people that organization would

suggest as qualified. It is always important for client and counsel to investigate thoroughly the
training and experience of a potential candidate.. - , R

. Also, it is imperative that each potential neutral commit himself or herself to
discharging the duties‘and responsibilities of the engagement in timely fashion.

D. Whither ADR And Intellectual Property? -

Since the 1978 TRW - Telecredit minitrial in our field, ADR has been tentativel
explored here and skeptically utilized there, until perhaps the last half dozen years during wi
many forms of ADR have been enthusiastically explored and confidently utilized. The signs
of the times suggest even wider and more creative applications of ADR. We should all be fully

prepared.
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" In the absence of contract language to the contrary, ail intellectual
property issues appear to be the proper subject of bmd ng arbitration in

the United States.

This article will discuss such subjects as patents, copvrights, trade-
marks and federal antitrust and securities laws pertaining to these

issues.

Patent Arbitration

~ Until:1983, US. courts generallv-f

refused to.order binding arbitration of

issues asto. patent \.'ahdltv and enrorce-
abahty Such patent law issues were said -

to be “inapprcpriate for arbitration pro-

ceedings and should be decided by.a-

court of law, given the great public inter-

est in challenging invalid patents.”!

However, with the enactment of 35 U.S.C.
§ 294 (effective February 27, 1983), the
arbitrability of patent disputes under US..

law is no longer in question on this .
ground. Voluntary, binding arbitration of -
patent validity, enforceability and

infringement ‘is expresslv provided for in

Secticn 294,
" Similarly, with the addition of
Subsection (d) to 35 US.C. § 135 in 1984,
parnes to a patent interference mayv also
“determine such contest or any aspect
thereof by [binding] arbitration.” Section

135(d} reserves to the Commissioner of 7

Patents and Trademarks the right to
determine patentability. ~

Section 294(b) prowdes inter alia that
S.C. §282

all patent defenses under 35 U
"shall be considered by the arbitrator if
raised by any party to the proceeding.”?
Express inclusion of these defenses in
Section 294 has foreclosed any serious.
question as to the scope of patent issues’
properly subject to binding arbitration. [n
- short," virtually every defense to'a claim
under a U'S. patent may be the subject of
“binding arbitration under Section 294. _
These detenses include issues as to.
title, as well as validity and enforceabili-
ty, including unenforceability issues
based on patent misuse or other antitrust
grounds. As for title, in Scan-Graphics, Inc.
v. Photomatrix Corporation,® the district

court noted, without reservation or other -~
comment, that it was “likelv that the -

California arbitrators, while addressmg
the validity and scope of the 1987
Agreement, will also address whether
there has been a transfer of rights to vne

or more claims of the patent by virtue of  {-

the agreement.” .

Interestingly, Section 294 was
invoked tn Warner & Swasey Co. o
Salvagurnn Transferica? An exclusive

licensing agreement provided that anv

action tor breach ot contract would be

o brought in Italv. The District. Court cited ;o000

Section 294 .in rejecting plamtm s con-

tenfion that patent intringment claims.

-may ‘be heard onlv by U.S. district courts.”

Circuit appears to favor arbitration, in

-general. In I re Medical Engineering
~Corporation,® the court of appeals upheld -
““a district court-order staving a patent:-

infringement action in.favor of arbitra-
‘tion. Earlier in Rhone-Poulenc Specialties
Chimigues v. SCM Corp.,” the court of

issues.® In Rhone-Poulenc, the Court of
Appeals invoked Mitsubishi Motars v,
Soler Chrysir-Plymouth,* to the effect that
the “ "intentions [of the parties] are gener-
ously construed as to issues of a.. nrabili-
ty.’
However, the Court of Appeals for
the Federal Circuit has refused to permit
arbitration to supersede the jurisdiction
of the U.S. International Trad. Com-
mission (ITC) over intellectual property
issues arising in a 19 U.S.C. § 1337(a) pro-

' ce_edmg 1t The ITC complaint was bazed

=on alleged misappropriation of trade

. secrets, trademark infringement and false .
representations as to source. An [TC

Administrative Law Judge had terminat-
ed the proceeding on the ground of (1) an
arbitiation clause,*? (2)-a previous [TC
LTQ’C!!:'I&)H H.‘I'l'l'llnﬂ l’ll‘li1 a pro;eeavng in Ilgn[
of an arbitration ugreement, and (3) a fed-
eral district court decision that Farrcl

The Court of Appeals for the Federal the ADA Commigtee of the

appeals construed.an arbitration clausein.. Geneva. -
“a patent license’ agreement.to include .. -
issues as to the scope of the claims of the

licensed patent as well as infringement -

egal history is replete with illustrations of how the evolution -

of the modern-day system of arbitration of commercial and
- labor disputes was met -vith resistance by the court system.
Arbitration in its application to intellectual property issues also fol-
lowed a fong and difficult road to acceptance by the.courts, says.the .
author. That has, for the most part, changed. Now, he says, “all
intellectual property issues appear to be the proper subject of bind-
ing ariitration,” This is not to assert that there are no substantive
inteflectual property policy issues remammg to be addressed, of .
course. Marters of arbitrability remain open to interpretation by the
courts, though careful tailoring of the terms of arbitration can do
much to clarify any controversy and move d:sputes SWlfﬁy to resolu- (

-,
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By David Plant
___
The author

American intéllectual Prapeny
Law Association and a partner
at'the New York firm of Fish &
Neave ‘This article is an up-

C dared and revised version of a
o Ionger paper presented at the
-:Wortdwide Forum on the
“Arbitration of Intetlectual

Property D:spu.res held in

tion. . ;
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l Inteliectual

Property
Seminar
Set For NYC

rbitration and
A mediation of
- intellectual
property disputes will be
the focus of a seminar
to be sponsored by
the Association of the

Bar. of the City:of New:

rork on Oct. 24,

Speakers will discues’
the differences:in-ADR::
practices in the. Umtet_:l E

States, Europe and

Asia. David W. Plant,.: .

chair of the associa-
tion's Committes on

Arbitration, .will serve-: -«

as moderator,

The speakers are:
James E. Brumm,
executive vice president,
director and general
counsel of Mitsubishi
internationaf Corp.;
Deborah Enix-Ross,
legal affairs director of
the U.S, Council for
International Business;
Francis Gurry, director/
advisor, World intellec-
tual Property Organi-
zation Arbitration Cen-
ter, Geneva; Dr. Julian
Lew, partner, Herbert
Smith, London,

For more information,
calt Karen H. Milton,
ABCNY director of
education and training,
~ (212) 382.6619. B
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-ocourt -

gory of claims as to which agreements o

. The. court
Chiaterstatetfolmson Lane Corp,' where an

must pursue its claims betore an ITC arbi-
tration panel.’* The Commission agreed
with the ALJ and cited Mitsibicii Motorstd
in support of its view that

“'a party to an inte.*:"tm_hmuﬂ transac-

tion will be required to honor its agree-
ment to arbitrate disputes involving

sstatutory claims under LS, law w hcn :
the arbitration a; 'reement reaches the .

statutory issues and when th *re are no
legal constraints external to the agree-
‘ment-which I‘nred:\ae arbitration of
“such claims.” ~!*
The Court of -\ppeals for the cheml

_ Circuit found such a “legal constraint [ |

.. which foreclose|s] arbitration” and

- “reversed on the grounds that (1) the

directions of 19 US.C. & 1337(b)(1}-and
fc) are mandatory (i, the Commission
“shall investigate” and “shall determine”
whether or nat there is a vielation) and
{2) the narrow exceptions of Section
337(c) to the statutory mandate do not
embrace a private agreement to arbi-
trate.’®

* The court noted that thulmlu 5 rea-
soning was confined to judicial proceed- .

ings, did not extend te administrative

proceedings, and thus was consistent
with the court of appaals” ruling. The
wvaked: Mitsufshi's statement that
not “all controversies. implicating statu_tof__

“rv rights are suitable for arbitration . . . .

[t is the congressional intention

- expressed in some other statute on which

the ¢ . s must rely to identifv any cate-

arbitrate will be held unenforceable ¥
also cited Gifwmer v,

arbitration agreement vperated as a waiv-
et of access onlv to a udicial forum .md
not an admmMratn ¢ forum., S

Th it appears that, notwitistand-
n, dtherwise hinding and enforccable
sgreement to arbitrate, a party to such
as,n.'ement mav attempt to pur-uadc the
ITC toinv estigate and determine whether
or not there is a violation of Section
3370, and if successtul, mav abort .1rl~|-
tration.

The Farrel decision I~ dlrmtvd to the
impact of a prior agreement to arbitrate
aefer an ITC investigation has com-
menced. Query whether a party who
wishes that the otherwise agreed to arla-
tration go rorwdrd mav successtully
enjomn the potential 1ITC complamant
trom requesting that the ITC initiate an
muestigation.
achrn mx]cdgud the pl\‘“l[‘lllt\ lh.‘lt the

Also, the court of appuals

Commi:sion can consider remedies
ordered by an arbitral tribunal.™
A similar situation mav obtain with
the United States Federal Trade
Commission (FTC), the domestic analog
to the ITC, The FTC is empowered and
directed by 15 US.C. § 43(a)(27 to prevent
~ the use of “unfair methods of competition
it or aftecting commerce and unfair or
deceptive acts or practices in or affecting
commerce.” 153 US.C. § 43 requires an
Jinvestigation b\ the FTC where "the
. Com_nussmn shall have reason to believe”
there is a violation:or where it “shall

~appear to the Commission that a proceed-

ing bv it .. . would be to the interest of
the public....” In the event the FTC does
initiate an investigation, 13 US.C. § 45(a}

. provides that (1) the FTC shall issue and
"serve a complaint, and (2) the person
" charged sfnll have the right to appear and

show cause why an order should not be
entered against the person. Thus, once an
FTC investigation commences, a party to
an c'll'bltrﬂtlﬂn agreement n'lﬂ\ inv Dke
such an event in line with Farrel to abort
the arbitration. '

© We are unaware of anyv case-like
Farrel having arisen in the FTC context. If
Firrel were urged in an FTC context, the
differenc. : between the sections enabling
the FTC and the ITC might afford a per-
suasive argument that binding arbitration
may properly be 1'sed to prevent the use
of unfair methods of competition over.
which the FTC would other wise have .
jurisdiction.
" The net of the mregmng is that an-

arbitration clause may permit resolution.

of patent (or other intellectual property)
issues by wav of binding arbitration in

‘Tieu of a praceeding before a US. court,

but not always in lieu of a proceeding

betorea U.S. administrative Agency, espu-

wially tie ITC and perhaps the FTC. .
Turmnn now to patent interferences.

: tiwrg is ddubt as to the value of arbrtration of

an interference (as prn\ ided for in 35 US.C. .

3 135d ) because the Patent and Trademark
Qffice is nat bound as to any issue of

p.ltcl‘ltablht\'  Novertheless, arbitration of
mterterence ssues has been undertaken on
maore than one occasion—and has been
reported in at least one case. In Ukter v

- Hiraea S the parties to an interference

entered ito an arbitration agreement to
avord the delav and ¢vpense associ-
~ated with formal mterterence proceed- -
ings in the IPTO] and m the Courts of
“the Lnited States. .. 77 :
The arbitrator decided the issue of priori-
tv but declined to decide matters of




L. Tevietw:,

patentabllltv which he submitted to the
U.S. Patent & Trademark Office.

But the express language of Section

135(d) provides only that the Com-

missianer is not prec.ludeg. from detere

mining patentabilitv. It does not preclude
an arbitrator from making such a deter-
minatton subject to the Commissioner’s

.. Arbitration of patent issues mayv be
, ::;_:possrble even apart from Section 294, If
. the arbitration arises out of a contract dis-

i, pute {i.g., whether or not rovalties are-

. due under a patent license agreement),
wvalidity may not be in issue and Section

294 may play no role, especially if the

__contract limits the arbitrator's powers in
- this regard.”* The Court of Appeals for
. the Federal Circuit has endorsed a district
.court’s characterization of the arbltrator 's
powers:

* ‘The court holds that the arbitrators

- in this case did not imperfectly execute
~their powers by refusing to invalidate
erght s patents The arbitrators’
“powers” in this case were derived

- from the agreement of the parties and

" the governing federal law. Thosé pow-

-ers were limited primarily to constru-..
ing the contract bétween the parties to .
determine whether or not certain tech~

nology came within the scope of the
parties’ agreement. The arbitrators did
not have anv power to invalidate
patents, since the parties ne. er agreed
to arbitrate the validity of Wright's
patents, nor does federal law give arbi-
trators an xndependent power to inval-
idate patents,”

Further, ifa patent issue is amenable
toy resolution in a non-federal forum, such
as a state court, then it should also be
subject to resolution by arbitration whollv
apart from Section 244, For example, in a
dispute as to whether a state court was.
the proper forum to decide “rights”
between'the parties to a patent and how
those rights relate to the parties’ financial
rights and obligations under a purchase
agreement, the Court of Appeals for the
Federal Circuit affirmed a district court’s

decision to dismiss for lack of subject

matter jurisdiction under 28 L.S.C. §
1338(a)."~ The court of appeals found that
an evaluation of the validity or “true”
value of the patent would be onlv an ele-
raent of a Jdetense to the contract action
and held that '
“the tact that patent issues are relevant
under-state contract law to the resolu-

tion of a contract dispute 'cannot possi-
blv convert a sut for breach of contract

law.

~ parties to choose the law
" governing arbitration, and

“validity, enforceability and
‘infringement mav be sub-

US.C. §294.

arbitration tor patent d::.putuq it has not-

- public policy prohibits the submission of

. into one “arising. under” the patent )
laws as required to render the jurisdic- R
sion of the district court based on sec- (
tion 1338 - _
"However. Addrizee Cm:.’-. P

Aleaswrengents sus. v * Lield that,

inthecontest of a -..m' Lyw business dis-

paragement claim origmally brought in

u .lu :...,

“state court, the dispute belongad in feder-

al court because plaintift’s nght to relief

necessarily depended on resolution of a

substantial question of patent law, viz.

the falsity of defendant’s accusations of

patent infringement. In Additive Controls,

the Court of Appeals for the Federal

‘Circuit distinguished other opinions on

the ground that in those cases plamt:ffs T DT
right to relief did not depend upon reso-

lution of a substantial question of patent

The net of -the Federal Circuit opin-
ions discussed above is that—in light of
the recent trend encouraging arbitration
in fields previously reserved for resolu-
tion in the courts, the lack of express pre-
emptive language in the statute or legisla-
tive history of 35 US:C. § 294, and the
Supreme Court’s willingness to allow

Virtually every defense.to a-
claim under a United States
patent may be the subject of
binding arbltratlon under :
Section 294 o :

abéem contractual or statu-
torv limitations to the con-
trarv—issues of patent

ject to binding arbitration
outside the scope of 35

' Cbpyrigl_lt issues

~ Although Cohgress has authorized

done soctor npvrurhf di spuies Neve-

*theless, copynght hgcl‘lhe agreements mav ..
-properly provide for binding arbitration .

Cof disputes arising out of the agreement.

-~ These agreementu have been uhallen;,ed

under 28 U.S.C. § 1338(a), which gives
federal district murt- wriginal jurisdic-
tion” ot actions for copyright infringe-

'ment as well as for patent infringement.

In addition, as was the case in patent dis-
putes before 1983, it has been argued that

capyright claims to arbitration—or at the
Jeast, precludes arbitrators from deter-
mining the validitv of copvrights. These
arguments have generallv not been suc-
cesstul,

In Kdamakazi Music Corp. v. Robhins
Music Corp > the Court of Appeals
endorsed the arbitrability of copvright
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infringemnent claims where copvright
validity was not in issue. Kamakazi su.d
for copvright infringement arter a license

~ had expired, because Robbins continued

I
The court of appeals
held that public = .
policy does not -
prohibit the -
submission of
copyright.
infringement claims
to arbitration.

to print and sell the copynghted works.,
Robbins contended that Kamakazi's suit
‘was for breach of contract and the district

court lacked jurisdiction. In the alterna-.

tive, Robbins sought arbitration pursuant
to the license agreement. The district
court ruled that the suit was for copvright
infringement and the court had jurisdic-
tion, and ordered the case to arbitration.
Thereafter, the arbitrator rendered an
award in favor of Kamakazi, basing his

" remedies on the U.S. Copyright Act, ic.,

statutorv damages and attornev’s fees.
Robbins appealed to the U.S. Court of
Appeals for the Second Circuit, arguing
that the arbitrator had exceeded his

~ authority in applving the Copvright Act .

in the arbitration proceedi ing.

The Court of Appeals for the Seuond
‘Circuit made it plain that the claim sent
to arbitration was for copvright infringe-

- ment. In “the circumstances of this case,

"'the arbitrator had jurisdiction to make an

- award under the Copvright Act,”

and.

“the arbitration clause was broad enough
to encompass Copvright Act claims

- which required interpretatior: of the con-

. tract.”¥

The court of appeals held that public

‘policy does not prohibit the submission
of copvrzght infringement claims to arbi-

tratioi.. “The only "public interest’ in a
copyright claim concerns the monopoly

‘[created bv] a valid copvright.”* How-

+‘ever, the court did not have to face that
issue, because the validitv of the copy-

‘right was not at issue in the arbitration.

~{In fact, this issue was decided bv a dix>- . .
_staved pending such arbitration.™

trict court.} Without any such public poli-
cy-cancern the court of appeals found no

reeasan to F"‘l‘lln'.‘:" she arbitration oi Cerpiy -

- right infriugement. Thus, Kamakazr lett.

~-af a copvright is arbitrable.

“Rumblescat Press.
“Appeals for the Seventh Circuit held that

-an arbitrator mayv determine the

open the question of whether the validit:

In Saturday E:':'nm;.: Post Co. v,
inc.,** the Court of

validity
at a copyright when the issue arises in a

- copyright license lawsuit. After the licens-

L

——————
12 JULY 1995

ing agreement between the two parties
had expired, Post filed an action, charg-

Cing copyright infringement. and seeking
araitration. Rumblescat argued that

Post's copyrights were imvalid and
appascd arivtration on the ground that
Congress” decision to sive tederal courts
seaclusive iurisdiuunn over copyright
acionsin 28 US.C

EXL IR inuﬂicitlv

precluded arbitration of disp'.ltes'm'-er?'t"he :

validity uf a capvright.

. The Court of Appeals for the Se\ enth
Clrcml rejected this argument where
validity 1s at issue in a contract dispute,
noting that “a dispute over the terms of a

copyright license is not deemed to arise

under the Copvright Act”™ " _..se it is

“tog- remore from che federal grant (the‘
- copvright).”™ :

" The Lourt stated that becauee the»-‘
arbitration of a dispute involving an’eco-"
nomic monopoly (i.c., antitrust) was not
considered a threat to public policy by the -

Supreme Court, the arbitration of a dis-

pute invoiving a considerably less dan--
gerous legal monopoly (i.c.. copyright)
that could easily be circumvented by the
creation of close substitute- presented "
even less of a threat to pubiic policy.

Also, the public policv danger was fur-
ther lessened by the fact that the deci-

-sions of arbitrators are. binding oniv.on
the parties involved and have no valueas
a precedent. Finallv, and of special inter-
est, the court noted that the danger of
monopoly is “more acutelv posed by =~

atents,” vet Congress had passed 35

US.C. §294 expressly authorizing the -
arbitrativn of patent v aliditv issues. -

‘More recently, in an action involving
multiple claims of bre> h of contract and

copvright infringement, the Court of

Appeals for the Fourth Circuit held that =~

the Feder.. Arbitration Act requires that

the non-arbitrable issue (according'to the
arbitration agreement) of the rovalty
amount be seprrated from the arbitrable
issues (which included copyright -« -
“infringement, conspiracy to comimit copy-

right infringement, fraud and RICO
claims), and that litigation should be

Public policy is not likely to continue
as-the primary concern in copvright
validity arbitration cases. It is more likelv
that future decisions regard:n;, the arbi-
trabilitv of copyright validity issues will
depend upon .the manner in which the

courts choose to mterprct the arbitration |

clause,

Trademark 'ssues

In contrast to patent rights and gop\—
“nights, rigits in a trademark in the US
arise primarily under the common law as
the result of appropriate use of the mark.
Such rigits mav be augmented by regis-
tration  pursnant  to the Federal

rademark (Lanhany Act ot 1946, or by
registration pursuant to one or more state
trademark acts, or both.




|
|

Intellectual Property Cases

T | he use of alternative dispute resolution (ADR) processes

for. global manufacturing and marketing advantages
ADR methods have proven particularly effective in the com-

-in resolving intellectual property disputes is increasing
' as technology rapidly advances and businesses Strive

plex, fast-paced environment of high-technology, entenamment .

and-information industries.
Parties to these disputes look to the rules and’ proceduresr

developed by the American Arbitration Association for the
administration of intellectual property disputes, including the
Patent: Arbitration Rules, the Commoercial Arbitration and

Mediation Rules, and the Supp!ementa:y Procedures for Large. .

Complex Disputes. -
In.addition to panolists with inteliactual property expertise

on the AAA's commercial panel, the select, nationwide panel
for the AAA's Large, Complex Case Program (LCCP) has 46
arbitrators and mediators specializing in the field of inteliec-
tual property. Their-backgrounds and professional experience
cover such areas as patent and tradema i litigation, trade
secret, copyright law, complex technology and contract issues,
copyright and trademark registration and licensing, foreign
patents, data rights, software protection, and transfer of intel-
lectual property rights. The panelists provide technical expertise’
in such areas as data communications, computer and com-
puter periphera’s, medical devices and technoiagy. microcircuit
and microcomputer hardware. All LCCP panelisis also partici-
pate in special training in the objectives, procedures, issues,
ethics and skills involved in managing a large, complex arbi-

tration or rnedrabon
There wore 12,182 business cisputes filed with the AAA in

1994, with. cla:ms and counterclaims reaching $5.1 billion. This

includes 394 patent, icensing, trademark and computer cases
with claims and counterclaims totafling $881.3 million. |

—_——— D

Homewood opposed, contendmg that the
federal courts had original ]unsdtctxon
over federal trademark and paten: issues.

Thus, 1) vears sre Section

became effective, the court held tht

b\.fun\. JL‘.:LUII - "‘t

claims for infringement of a federallyv reg-
istered trademark (as well as patent

- «claims) were not arbitrable because the
- jurisdiction of the district courts over a

cause of action arising under the federal

trademark (and patent} laws was exclu-

stve pursuant to 28 US.C. &

1338. The
Homewood court did recognlze however,

-that under some circumstances arbitra-

- Hon'mught be appropriate:

“However. should it develop from o
tuture pleadings and or pre-tnal dis-

covery that the instant action s i real-

Ity an action on the

A ——
14 JULY 1985

Franchise -
Aureement, this Court dees not intend
that this ruling should be a bar to arbi-. o
tration at arbi'ration i~ appropriate. ¢

Jmn,\rbltrable H

In U.5. Diversified Iidustrics, Inc. v.

. Barricr Coatings Corporation,” an action for

| AAA Rules and Procedures ForHahdling' |

breach of contract and trademark

. infringement, defendant moved to stav

proceedings in court pending arbitration.
The arbitration clause was broad:

‘Any dispute arising hereunder shalf
be settled by arbitration . . . accoruing
to the commercial arbztratlon rules.of
the American Arbitration Association
and any award therein mav-be entered " :
in any court having jurisdiction.” .. = =~

The district court found that the trade--"'- :

mark infringement issue was within the ...
scope of the broad arbitration agreement L

and granted defendant’s motion.
The foregoing authorities center on

" 'the effect ~f an arbitration clause in a pre:’

dispute agreement and manifest the need ..
for care in drafting such clauses to effect

‘the parties’ intent. The issue not yet: "

-definitively resolved is whether or not a
naked claim for trademark infringement
under the Lanham Act is properly the
subject of binding arbitration. In light of

the recent judicial trend, the answer is

likely to be in the affirmative.

Federal Antitrust and Securities Laws

The more recent decisions concerning

" the arbitrability of issues under U.S.
. antitrust laws and securities Jaws are like-
ly to weigh heavily in-future decisions in

favor of the arbitrability of intellectual
property issues. As with intellectual
property claims, United States courts
once generally held that claims arising

" under the federal antitrust, securities, and

RICO laws were not arbitrable for public

_policy reasons.*’ Recent Supreme Court
decisions, however, have rejected public

pohu as a justification for holding feder-
ai antitrust, securities, and RICO claims

In Scherk v, Alberto-Cr cer Co.% the
Supreme Court upheld the arbitrability,
with respect to an international arbitra-
tton agreement, of claims based on allega-

“trons, of fraudulent representations as to

the status of trademarks, and arising
under Section 10(b) of the Securities
Exchange Act of 1934, The court found

- that public policy mandates this result

because without a “contractual provision
specifving in advance the forum in which
qisputes shail be libigated and the law to
be applied.” the “orderliness and pre-
dictability essential to any international
business transaction™ would be impossi-
ble to achieve.~ The dissent rejected arbi-
tration for Section 10(b) on statutorv and -




.

p Federal

i

-allowed. ™

public policy grounds, but interesting|v,

stated that “lilf a question of tradenmrkq

were the only one involved, the principle
- of The Bremen v. Zapata OH-Shore Ce

(favoring forum selection, ivould be con- .
sLoarbrtration would hc

~troling.”

In ALssp --'1.,
“held that public policy wid not preclude
arbitration of a dispute arising under the

United States antitrust laws, at least in the

-international context. The Mitsubishicourt = trate antitrust issues. The courts analo-

~ did not address the arbitrability, in the

U.S., of domestic antitrust claims. This
left at least three public policy-based
iIssues unresolved: (1) whether the avail-
ability of treble damages in domestic
antitrust actions would preclude arbitra-
-tion; (2) wi sther upholding pre-dispute
agreements to arbitrate domestic disputes
‘would violate public policy; and (3
whether “the pervasive public interest in
enforcement of the antitrust laws,” and-

- previouslv uniformly followed by the

Courts of Appeals. would continue to
preclude arbitration of domestic antitrust
claims in general. Each of these questions
has been addressed by U.S. courts.

o Treble Damages. n Mitsubishi; the
Supreme Court ruled that, even with the
availability of treble damages, interna-
tional antitrust claims were arbitrable.
The court emphasized the compensatory
function of treble damages in antitrust
cases over the penalizing and deterrent
function of such damages. The court con-
cluded that “so long as the prospective
litigant effectivelv may vindicate its statu-
torv cause of action in the arbitrai forum,
the statute will continue to serve both its
remedial and deterrent function.™

In later decisions, the Supreme Court
and other courts have extended the rea-
somng of Mitsufrdu to the domestic con-
toat,
rddressed the arbitrabilty. . a RICO
cloom, in dight of the treble damages avail-
able under RICO. The court found noth-
g in the RICQO statute or legislative his:
tory excluding RICO claims. from the
Arbitratron Act. The court
mvoked Musidishie and: rejected the con-
tention that public policy precluded arbi-
trating RICO claims. The court noted that
the RICO treble damages provisions were
muodeled on the antitrust statutes and sasw
no reason to preclude an arbitrator from
Hwarding treble damages, or to allow the
treble damages provision of RICO to pre-
clude arbatration of RICO claims.

Treble damages appear to be arbitra-

vin domestic antitrust arhitrations as -

MT.

AL I Rere-\leGee Remig Corp. v

the ‘ﬁuprenu. Cotial

in Adceron, the Supreme Court

ecard, n Kowealskr v,

Triunph,* the Court of Appeals for the

Second Circuit stated in the context of a

RICQ arbitration that the arbitrators- | &+

- could treble therr award 1f thev found an
antitrust. violation. Indeed the court went ™

turther and stated that i an appropriate

Ccase arbitrators could enhance therr

award by pumitive damages.
Ce Pre-dispute Agrecniits R hlufmh
Prior to Mutsubishi, U5, courtsihad

enforced. post-dlspute agreements to-arbi- -5

gized these agreements to settlement
agreements, finding thev did not violate
public policy. On the contrary, prior to

Mitsubishi, United States courts had often
refused to enforce pre-dispute agree-
ments to arbitrate on the ground that thev

viplated public policy. ™

The Mitsubishi Court, in the context of -

that international antitrust claim,

enforced a pre-dispute agreement to arbi- -

trate, finding that it did not violate public =
policv. This left the question of whether  :

" domestic antitrust claims could. be arbi- .
trated under pre- d::pute agreements to L

‘arbltrate

" Since Mitsubishi, U.S. courts have per-
‘mitted arbitration of similar disputes

under pre-dispute agreements. Thus, the

Supreme Court has upheld the validity of -

pre-dispute agreements to arbitrate RICO
claims, securities claims, and Age Dis-.
crimination Emplovment Act (ADEA)
claims. Appellate courts have upheld
such agreements involving Employee

Retirement Income Security Act (ERISA)

claims.53

o The Public Inferest. In i968, the
Second Circuit in American Satety™ pre-
cluded arbitration of domestic antitrust
issues. Since Mitsubisin, in 1985, both dis-
trict and appellate courts an the LS. have
qnestioned the contivued applicability of
the Amertcan Satety Aactrine with respect
to the arbitrability of domestic antitrust

disputes.

The courts in GRKG Carthe, T v
Nokta-Maobira, Iuc.* and. Gemco Latio-
america, bue. v, Setko’ Tome Corp.,™ rejected
the American Satety doctrine and aliowed

the arbitration of domestic antitrust

1ssues after reviewing the Supreme

‘Court’s decisions in Mutsubislhe and
“MeMalion, The GKG Carihy

court stated
that the Supreme Court “if ‘confronted
squarely with the issue of its [the
Ameriean Satety doctrine’s] continued
applicability, would most certaintly dis-
card said doctrine.”™ The Gemco opinion.
15 tu the same effect.

Dicta of U.S. courts of appeals are in
Chucago Tribune

Future arbitration
decisions regarding
the arbitrability of
copyright validity
issues will depend
upon the manner in
which the courts
choose to interpret
the arb:tratlon 8
clause. -
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The issue not yet

definitively resolved |

is whether or not a
naked claim for
trademark
infringement under
the Lanham Act is

Co.,%¢ the Court of Appeals for the
Seventh Circuit stated that. “it seems
unlikely after McMahon that the principle
-of Mitsubishi can be confined to interna-

tional transactions.” The Court af

- Appeals tor the Eighth Circuit has stated

that Mitsubishi and McMahon "mayv indi-
cate” that antitrust claims can be made

-the subject of-arbitration between agree- |
ing parties.™ The dissent was more out-

qtann;: that Mcﬂ.fhrhnn,and

_Mr'f-mbichi huttressed by Gilmer,™ “dic-
tate” that the antitrust claims of appe!lee;’
- are subject to arbxtratlon o~

Each of these opinions acknnwledges" '

‘the arbitrability of pre-dispute agree-

micnts to-arbitrate, rendering public poli-
P po

oy grounds for precluding arbitration of
_domestic antitrust issues moribund.
Accordingly, it is likely that in the future,

courts in the L.S. will find domeqnc
antxtruqt cla:m-. arbztrable | |

properly the subject
of binding
arbitration.
==
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-,;..__.'Arbltrablllty, an‘dEnf_‘_;_”Ceablllty" ety

 in Intellectual R’"operty'AgTeements

= (with Form)

by David W. Plant

“ADR"” refers to alternative dispute resolution; “IP” to intellectual prépertj, |

“AAA,” to the American Arbitration Association; “ICC,” to the International

- Chamber of Commerce; “WIPO,” to the World Intellectual Property Organi- -
;atlon “CPR,” to the Center for Public Resources (“CPR”) Institute for Dis-
pute Resolution; and “The New York Convention of 1958,” to the Convention

on the Recognition and Enforcement of Foreign Arbitral Awards, June 10
1958, 21 U S T 2517 TIL.A.5. No. 6997, 330 U.N.TS. 38.

AL Introductioﬁ

1. Alternatives to conventional litigation can be advantageous in protecting
confidential information. Various techniqu?s, when used under the proper

circumstances, have proven effective in this regard. However, a technique

-that is effective in resolving the underlying.dispute may.not necessarily

" provide long-term protection of confidential information, and thus in this

- respect may not prove advantageous over litigation.

David W. Plant is a partner in the New York City law firm of Fish & Neave. He is a member of

the International Trade Comm:ssxon Trial Lawyers. Association and-a member of various
.. panels of neutrals. =~

A complete set of the course materials from which this outline was drawn may be pur-
- chased from ALI-ABA . 'C:aI1= 1-800-CLE-NEWS, ext. 7000, and ask for SB41.
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Similarly, a technique that offers some protection of confidential informa-

~tion may not satisfactorily resolve the underlying dispute. For example,

___i_"-when considering arbitrauonas the dispute resolution process, you must
.- be concerned about what issues {especially intellectual property-issues)

may properly be arbitrated and whether the award may be enfotced. If
arbitrability and enforceability are not ensured, investments of resources

__in arbitration may y1eld dlsappomtlng results :

. Conﬁdentlahty

Confidential information may include substantive information on technol-

_ogy, manufacturing recipes and processes, ways of doing business, cus-
‘tomer lists, financial information,. business.plans-and strategies, and the

like. It may also include the fact that a dispute exists, its subject matter,
the status of the ~dispute, and the terms on which the dispute was re-

'_so!ved

a. The advantages of ADR in protecting confidential mformatlon vary
from techmque to techmque S

'b Understandmg those var:atxons will go a long way in helpmg busmess

people and thexr counsel select and 1mplement an appropriate process.

-.Ad]udzcatrve Alternatives to Litigation. In ad]udlcatwe alternatwes to formal

litigation, e.g., arbitration, proceedings through filing of a final arbitral
award may be confidential. This protects the parties vis-a-vis the generall
public, but it does not inherently protect one party’s confidential informa-
tion from disclosure to another party to the proceeding. On this score, a

stipulation between the parties, or an order from the tribunal, or even an

order from a court in an anc1llarv proceedmg will be necessary.

a. Whether such an order may 'beflssued'by an arbitral tribunal is not a

~certainty. The parties must be fully aware not only of the institutional

. rules under which they are arbitrating, but also of the arbitral law gov-
erning the proceeding. For example;, for institutional rules:

i. Article 52 of the"WIPO ‘Arbitration Rules provides for a relatzvely |
_elaborate procedure for protecting confidential information, including
[in exceptional circumstances the appointment of a “confidentiality ad-
visor” Also, Articles 73:76 prov:de for the. confldentxal treatrnent of al!

aspects of an arbitration.
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i, R.ul.e 17 of the CPR Rules For Non-Administered Arbitration of Pat-

| ent and Trade Secret Disputes contains detailed provisions regarding
' confidential; ity, including authonzmg the trlbunal to 1ssue an appropn-

. _l.:_f.fate order " (Rule ).

| ili. Rule 33 of the AAA Patent Arbrtratlon Rules provrdes only in terse

terms for the issuance by the arbitrator of an order to protect conﬁden-k
tial information. '

iv.. Rule 34 of the AAA Commercial Arbrtratlon Rules appears to autho- |
rize the arbitrator to issue an award “to safeguard the property that is
the sub]ect matter of the: arb:tratlon

v. The current ICC Rules of Conciliation and Arbitration are silent on

this subject, although they may soon be revised in this respect as well
as others.

In addition, regardless of the provisions of the appl*i'cable"rul"es-,‘ the

- cultural or experiential background of the arbitral tribunal may play a
-~ decisive role in resolvmg the question of how far the tnbunal will go in

“"endorsing a protective order. This is especially true in multi-natlonal

and multl cultural arbrtratlon

" Importantly, post-arb:tral proceedmgs often leave otherwrse protected
mformatlon vulnerab]e as far as public scrutmy is concerned

i. This is true because to enforce an arbitral award against a recalcitrant

" ioser it is necessary to go to court to seek a judgment on the award. In

doing so, the record of the arbitral proceeding, especially the - "rd
rtself and often the entire record, may. not be under seal. el

Specrﬁc steps must be taken to- seek protectron from the court in

‘W’thh enforcement (or vacatur) is sought. This is not always available.

.. Of special interest with respect to patents is section 294(d) and (e) of

the U.S. Patent Act (35 U.S.C. §294(d) and (e)). Section 294(d) and (e)

‘require that an award in an arbitration pursuant to section 294 is ot

-enforceable until the award has been filed with the Commissioner of
Patents. Th1s of course, is not consistent with ‘a”desire to maintain
confidentiality.
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e. Also of interest is 35 U.5.C. §294(c). That section provides, subject to
agreement by the parties, for modification of an arbitral award of - -*
-.ent validity, enforceability or infringement in the event of a subsequent
judgment of invalidity or unenforceability with respect to the same
patent. Thus, a court is charged under section 294(c) with the duty of
examining the original arbitral award for purposes of determining
whether or not it ought to be set aside. This, of course, provides fur-
“ther opportumty for public scrutiny of mformatxon the partles thought

~ was secure in the original arbitration. “ e

3. Also of concern is the prospect of a third party’s relying on an easlier
award in an arbitration of a United States-patent for its estoppel -effect
under Blonder-Tongue Labomtones u Umverszty of Illmo:s Foundatxon 402
US 313(1971) S :

a. Addlttonally, a party to the earlier arbm‘atton may rely on an arbltral
o award for 1ts res judicata effect in later. htlgat:on -

" b.Here, also, you must ask to what extent the earlier arbitration record
- and arbitral award are entitled to protection.

4. Non-Ad]udtr:atwe Alternatives.. Wlth non-ad]udlcatlve alternatives to htrga-

tion, the parties have far more control over their problem, its solution,
and how the procedure of solving their problem will be formulated. Criti-
cally important is the fact that no public tribunal need play a role in craft-

. ing the solution. The solution is customarily in the form of a pnvate agree-
ment between or among the parties.- Usually, it needs no court
endorsement (although in the event of a breach, intervention by a court
may be required). An exception is, of course, a dispute embracing anti- .
trust or other public interest issues that may require court review, But this
does not mean that all confidential information of one party or another
that might have been of tecord in a litigation need be reviewed by the
court or otherwise made available to the publlc in connectlon with judicial
con51derahon of a settlement agreement '

a. Norma]ly in non-ad]udlcatwe procedures (e.g., mediation), all discus-
sions between the parties, and among the partres and the neutral, are
regarded as privileged, i.e. within the protectton ‘afforded settlement
discussions. Also, frequently, the parties need not share with one an-

other their confidential busmess mformatlon except with respect to .
specxfic issues. - - :
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'b. Thus, non- adjudicative proceedings are much less likely to be the sub-
]ect of public scrutiny, and are less. hkely to put confrdentral informa-
tlon on the tab!e S _

5 Consrder some 5pec1f1c sntuatlons

" a. Conventtanal Mediation." Customanly, all commumcatlons between the

. parties and among the parties and the mediator are confidential in me-

diation. This includes information shared in joint caucuses and trans-
mitted to the neutral in pr:vate caucuses.

Ordmanly, the medrator and the partres expressly agree at the outset
of the mediation that all"'communications will be conf:dennal unless
expressly agreed otherwise. Also, various organizations” mediation
rules provide for confidentiality. (E.g., Articles 14-17 of the WIPO Me-

. .. diation Rules, Section A.7 and 8 of the CPR ‘Model Procedure for Medi-
ation of Business Disputes, Rules 11, 12 and 13 of the AAA Commerc1al
Mediation Rules, and Artlcle 11 of the ICC Rules of Optlonal Concnlla-

... tion.)

. The normal aspects of the mediation process go a long way. toward

msulatmg a party’s confidential information from disclosure to thlrd

_ parties. However, it may not go all the way, If mediation results in a

'_resolutlon of a.dispute, the-resolution and-the factors’ that led up to it

" 'may be the subject of legitimate discovery in ensuing litigation. But the.
~ fact that this non-adjudicative process occurred is not in and of 1tseIf_
_likely_to permit a third party to penetrate the immunity that would |
f otherwi ise protect a party’s confidential mformatlon ' |

b. Court-Annexed Non-Ad]udzca_hve_ Proce-_'dmgs. Court-annexed mediation

‘and neutral evaluation proceed in the same manner as voluntary medi-
“ation and neutral evaluation. The same safeguards obtain. Indeed, the
'}udge a551gned to the case may not even know the mediator’s or neu-
tral’s identity (but when the judge orders that a specific neutral be
appointed, the judge will of course know the neutral’s identity). In any
event, the substance of what transpires during a mediation or evalua-
tion is confidential and is. not disclosed to the judge, except to the
extent of advxsmg the judge that the proceeding occurred whether or
not the parties participated and the result..

c. Summary Jury Trials. In Summary jury trials, the problem of confiden-
tiality is more complex because of the presence of the jury and the
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.. .courtroom staff. Thus, this ADR technique cannot be easﬂy vxewed as
.. ..consistent with the protection of confidential mformatlon o

d. Ex Parte Submissions to a Neutral. In actual practice, when each party to.a
trade secret misappropriation and patent infringement dispute has not
wanted the other party to continue to be exposed to fresh proprietary

_information of the party, the parties and the neutral (the author) have

' worked out a procedure whereby the neutral received ex parte subrms-

" sions from each.party on a confidential basis, with neither party bemg

. privy to what the other party had submitted to the neutral. This in-

‘cluded both oral and written submissions. CPR’s Model Agreement for

Ex Parte Ad]udlcatlon of Trade Secret Mlsapproprlatlon and Patent DlS-
putes is based on this predicate.

6. Inferested Non-Parties. Often overlooked is the fact that many non-parties
may have a legitimate interest in the existence of the dlspute and its out-
come, whether adjudxcatlve or.non- ad}udlcatlve : : :

‘a. Non-parties’ that may have a Iegmmate interest in the existence of the
dispute are: ‘

-/ Parent 'éorpo_r__"ations,"'e'obéidiar:ies_jer:id dnnsmns,
":_l_;-.ii_;_I?‘rincipal-inveS'tors ‘a'nr.d-' 'pote_ntial inveSto_rs; _ |

ni.. Indeninitors.. .zll‘nd : itnsure’rs‘;‘

_iv. Vendors and customers; -~

v. Partners;

v; ')I_,x‘ce nsojfs' and :ticeﬁsees_; ,.

vn 'Poteritial"i:nfr'itige‘i'é',:t |

vm Government regulatory and taxmg agenczes,

ix. Credxtors, and |

x.. Parties to: s;mllar dlsputes

b. Itis not d:ff:cult to envision one or.more of those non—partles applymg
to a court for access to an arbitration award, the underlying arbitration
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record, or a settlement agreement resulting from a non-adjudicative
ADR process. If the court grants the- -application, confidentiality may be

comprormsed
.C A.rbltrab!hty and Enforceabllxty in Arbltratxon

' 1 In dxsputes concemmg mternat:ona! commerce, -arbitration has many ad-
_ vantages. But arbitration is valuable only to the extent that the agreement
“to arbitrate can be. unplemented and the resulting award can be enforced.

- A very xmportant question - in- international ‘commercial arbitration is
' whether an-arbitral award will be enforced in all relevant countries, in-
cluding the site of the arbitration and countries other than the country

" whose legal system governed the proceedings and the resolution of sub-
‘stantial issues.

2. The New York Conventton The New York Conventlon of 1958 provides the
structure to frame that question, but it does little to answer the question

with respect to the arbltrabxhty of mtellectual property disputes—a partic-
ularly difficult problem. -

a. The New York Convention establishes a unified legal framework for the
fair and efficient settlement of disputes arising in international com-
mercial relations. More than 100 countries are parties to-the Conven-
tion, mcludmg most important socialist and capltahst tradmg nations
and an increasing number of developing countries::

b. The New York Convention focuses on two essential elements of inter-
national arbitration:

. The enforcement of arbitration agreements and the enforcemen* of
forelgn arbitral awards. It applies to arbitral awards’ rendered ir any
country other than that of enforcement or otherwise not considered
domestic in the country in which enforcement is sought New York
Convention, Article I(1). However, under Article V of the Convention,

an appropriate court of a member country may deny recogmtxon and
enforcement of a foreign arbitral award. .

ii. Article V- sets out seven grounds for denying recognition and en-
forcement of a foreign arbitral award. New York Convention, Article V.
Two of those in Article V(2) are especially relevant ‘to “arbitration of
mtellectual property disputes. .Under ‘Article"V(2)(2) recognition and

Pl
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-enforcement of an award may be refused by competent authority (i.e.,
an appropriate court) in the country where recognition and enforce-
ment are sought if that authority finds that the subject matter in ais-

.. pute is not arbitrable in the country. Under Article V(2)(b), that author-
ity may refuse recognition and eriforcement of an award if that would

be contrary to the pubhc policy of the country.

_f__m It has been argued that an arbitral award that cannot be enforced

~ because of violation of public policy is also a matter that is not capable

..of arbitration under Article II. See, Mitsubishi Motors Corp. v. Soler

Chrysler-Plymouth Inc., 723 F.2d 155, 164 (1st Cir. 1983), rev'd in part, 573

U.S. 614 (1985). When the challenge is to the enforceability of the

award, the public policy ground is asserted after the arbitral award has

. ... been rendered. Jay R.-Sever, Comment, The Relaxation of Inarbitrability

. -and Public Policy Checks on U.S. and Foreign Arbitration: Arbitration Out of -
-Control?, 65 Tul. L. Rev. 1661 (1991). , . .

_¢._Article V(2) is relevant to intellectual property disputes because signifi-

~ cant intellectual property rights are granted, sometimes after examina-

. tion, by public authorities.-Even in countries where there is no exami-

- __nation, such rights are nevertheless granted by a public authority.

" .. When intellectual property affords the owner the right to exclude the

. public from unauthorized use of the property, the intellectual property
.8 manifestly imbued with the public interest.

i. Thus, Article V provides courts of member countries grounds to
_refuse to give effect to an agreement to arbitrate intellectual property
_disputes and te deny recognition and enforcement of a foreign arbitral
- award resolving such disputes—at least when the intellectual property
rights were granted by or reglstered w Ith a governmental agency of the

- member cct.atry.

."ii As a result, there is troublesome uncertainty about the arbitrability
of disputes where intellectual property rights are at issue—especially -
- when different nghts granted by different authormes are concerned.

3. Rzghts in Various Countries. New York convention countries have apphed
Article V(2). to intellectual property rights such as ownershlp, validity,
-infringement, and hcensmg w1th various results o

a. Trade Secrets. Disputes regardmg trade secrets, know-how or confiden-
tial information are proper subject matter for arbitration in virtually all
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~member countries. Ordinarily, these rlghts do not arise out of public
registration or examination. R

" i. These disputes are usually private in nature, arising from breach of

contract or breach of a duty of confident-i_aiity between private- parties.

ii. However, if m]unct:ve relief is sought in a trade secret action, as is

often the case, the public interest will typically be involved. In this

" situation, parties to the dispute must be informed as to the propriety of
“an arbitration tribunal awarding that relief—both in the country of the
_arbitration and in countries where a party may w:sh to enforce the

';_'award

Licensing. Generally, 'dispiite's affecting licensing or other contract rights

~in which only damages are claimed may be referred to arbitration. Con-

“‘tractual disputes between parties to an intellectual property agreement

are typically arbitrable provided that resolution of the dispute does not
affect third parties. Questions of interpretation of an agreement, breach

“*‘of the agreement, and amounts owed under the agreement are arbitra-

" ‘ble. This includes most disputes that may arise in relation to the licens-

“““ing or other transfer of intellectual property. rights, including royalty

disputes, between private parties. However, resolution of a dispute

~ over the validity of a ticensed patent, for example, may not be arbitra-
~ble in many countries, and thus an award purporting to resolve such

an issue may not be enforceable.

1. Alicensing dlspute to which a government is a party requires special
: cons&deratzon Concern for the public interest may be helghtened when

“a government is on one side of a dispute.

i. Finally, when injunctive relief is sought agamst a licensee in default,
the public interest (as in the trade secret sxtuatlon) may affect both

arbxtrabxhty and enforceability. .

\‘Ownersth When an intellectual property nght is. granted by or regis-

tered with a public authority, questions concerning ownership of that
right may embrace public interest issues.. Thus, the arbitrability * of

‘questions concerning ownership of an.intellectual property right has

been treated differently in different countries. When the intellectual
property right at issue is not registered with a public authority, the
issue of ownership may be arbitrable 1f it is not otherwxse affected thh

the pubhc interest.
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d. Scope and Infringement of - Patents and Trademarks. Questions concerning
scope and ‘infringem-..:i of intellectual property rights such as patents
“and trademarks often include matters extendmg beyond the private
.+ interests ‘of the’ partles to ‘the dlspute Thus, in many countries, dis-

- putes over'the scope and‘infringement of a patent or trademark a are not

proper subjects of arbitration. Disputes over the scope and infringe-
‘ment of intellectual property rights that are not registered with a public
-authority are arbitrable if the pubhc mterest or pubhc pohcy does not
mandate otherwise.” = . : :

e. Validity and Enforceability of Patents and Trademarks, Questions ‘regarding
the validity or enforceability of an intellectual property right such as a

patent or.a trademark is a'matter in which-the public has an-interest.

.~ When a competent court decides that a patent or trademark is invalid

. or unenforceable, the pertinent official register reflects-that decision to

-provide notice to the interested segment of the public.

:_:I;'Sugg'ested Contract Language. In-countries where the arbitrability of ‘intellec-
..tual property issues-is limited, not favored, or otherwise in doubt, the
. prospects of enforcing:an award that in fact determines only private, com-

mercial rights between the parties, notwithstanding an underlying intel-

,lectual property.dispute, - may-be enhanced if nc purported determination
_of any potentially. non-arbitrable issue-is made by the arbitrator. Accord-
.ingly, the contract language ‘appended to. this outline may increase the
likelihood: of enforcmg arbitral awards relatmg to mteilectual propertv

rights.

. Conclusion

. With fore~ight and care, you can adopt an appropriate ADR procedure

that will not only achieve the primary goal of expeditious and fair resolu-
tion of a dispute, but also provide reasonable assurances .of protecting

confidential information.

. What that procedure should be poses an mterestmg challenge that de-

serves your full attentlon
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- . APPENDIX
‘ Model Intellectual Pmperty Dispute Resolutlon Clause
. 1. This dxspute is a: pnvate commercxai dlspute between the parties and
affects. mternat1onal commerce.. [Pre d1spute clause: ‘Any dispute arising
o hereunder is likely to be a. prwate commerc1a1 dlspute between the parties

and to. affect mternationai comimerce. ]

| 2Th£‘ pértiés agr ee '.th?t lf.hiS.; d_ispli_té andl all:aepe_cts of this dispute shall
be resolved by binding arbitration solely for the rights of the parties with
respect to one another.

- 3. If the determination of this:dispute necessitates the Arbitrator’s consid-
- eration.of any issue relevant to the validity, enforceability; or infringement
+- of any {IP right} of any party with respect to:another party, the Arbitrator
- shall have the authority to consider all such:issues and to express a view
on all such issues.. The parties expressly agree that the Arbitrator shall not
have authority to declare any such [IP right] valid or not valid, enforce-
..able, or not'enforceable or infringed or not'infringed, provided, however,
- that the Arbitrator may expreSs a non-binding -view 'for'th'e"pafti'es”bn
..whether in the Arbitrator’s view a court or-other'government agency of
..competent jurisdiction would uphold ‘the wvalidity, ‘enforceability or in--
. fringement. of any such [IP right]. The Arbitrator shall specify {may state]
the Arbitrator’s reasons underlying that view. However, neither ‘the view
-of nor the statement of reasons by the Arbitrator shall be regarded by any
- .party.or any other entity as a declaration ‘of validity or invalidity, enforce-
ability or unenforceability, or infringement or non-infringement of any
such [IP right].

1. The Arbitrator's award:

a Shall state what acts, if any, a party mav or may not undertake thh
‘ ...:respect to any other party;

b. Shall be fmal bmdmg and effectlve only. between or among the
- parties; _

c. Shall not be appealable by any party; and

d. Shall not be regarded or asserted by any party as having any effect
on any person or entity not a party.
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5. The parties expressly agree that judgment based on the Arbitrator’s award
may be entered in favor of, or against, any party in any jurisdiction that the
Arbitrator determines to be appropriate under the circumstances, and each
party against whom any such judgment may be entered hereby agrees to and
shall make itself subject to the jurisdiction of any court in which that judg-

ment is entered.

6. The parties agree to incorporate the terms of the award into [an underlying
or related technology transfer, license, etc. agreement] as a binding amend-
ment to the agreement and enforceable as such, effective as of the date of the

award.
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ARBITRATION AND INTELLECTUAL PROPERTY DISPUTES
' o David W. Plant '
Fish & Neave
vew York, New York
. June 1996

L INTRODUCTION

Arbitration is an adjudicative process for resolving disputes. Inlieu ofa

Jjudge or jury in a court room, one or more (usually, three) private citizens selected to

serve as the arbitral tribunal receive evidence and hear argument in a conference room or

similar venue, and render a decision, viz. the award.

. _Ar__bitration may be binding or qon—binoix}g. _Nonfbixldtng arbitration, while

adjudlcatwe msofar as the Spemﬁc arbltrauon proceedmg is concemed may be part ofa

Iarger non-ad_]udlcanve process.. Arbltranon usually is the result of an agreement between

the partles but it ‘may also stem from an xmtlanve by a court. (Courts usually order only |

non-binding arbitration.) Arbltratlon may be admmlstered by an mStll'llthIl and subject to‘
the m_s;t:l_t_utlon_ s rules, or it may be administered by the parties _:the.rrtaell_ye_.s subject to rules
the parties create, or it may reﬂeet elements of both. E\_/_en._in _li.n_stitutiopalil_y administered
arbitrations, it is ne+ unusual for the parties and the arbitrator to agree to depart from the
administrative institution’s published rules. |

. An arbitra_torf“s _de_o_i_sion_i_s er_rrbodi_ect_ in an award. Ifa party is:.,corlcerl:tetl |

about collateral estoppel e{fects of a binding arbitral award‘ or otherag_ivers_e comn__l_ercia} B

effects (e. g revealmg conﬁdentlal 1nformatnon or prov1dmg a road map as to how not to

infringe), a reasoned award may not be desired. Also, conventional wisdom in the United
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States suggé.sfts théf a-reaeehed"'ayvard may be more suscepnbleto moﬁiﬁcaﬁ'on or
vacation by a court than a bare "win-lci)se'_':'a\yaf‘cf..' -

Because arbitration is usual.ly:-tl.ie% .plroduct of ax agreement between the
parties (especially, binding arbitration), the parties can set the cbx&s’e" 6f t::he’iimeeedings,;
agree.'upbn. gc;vemiﬁg:law"anci‘applieabl.e rules, specnfy lssues, ﬁx time Imuts and define
the scope of the arbitrators” authority. A full understanding by counsel and client, and
the;ar'ﬁi&atdf,"bf these dimensions and theif‘imﬁllieafions 15 necessary t'o'-""ﬂie. e’ff:‘iei'erit,' o
expeditious and equitable use of arbitration. B | |

| The right to aﬁﬁe'al a :b.:i:r'i:d:ing arbitfatiah award is severely limited by
legi;;iat;dh and by _]udle:lalopxmon 'l\tffnc'le'r some circumstances in 'the;Unite:d ;S'tate's," that
nght may be modified by the }aax*ties, - e.g., Eﬁ'largeciwso.that“ a court or anothertnbunal
7 may'perfaﬁn a more 'typ'-ieai:role in a.sc'ertaif.l;.i'ﬁé whether an _aibitfatbr;é \fm'diﬁ.g's of fact
are clearly emoneous or conclusions of law are corect.

: Afundamental requigite'. of éarbi;tra:t'i"oa is a seasoned arbitrator, available -
when rie;edec.i,.wi'}'l‘ix‘igand' aBle to mbw the p.roeeedings' t;dfyyafd; e'ven-ﬁanded;’and' |
ded.'i-c'a'ted-io efﬁcxency and faimess. Arbitration has sometimes received baa jp.'r'ess, o
occasionally because an arbitrator appeared to spiit the baby (an "eiagéefated impre§Si3n-
in many caee;). | But a_more severe drawback may be an afbi‘trafs.r;é permitting the
pro:eeedi:hg' toexpandand to absorb as much time, energy and money as the comﬁlfe'x' |

litigation it was expected to supplant (a matter of substantial concern aud severe




conseqpegge). Fortunately, this r_e_su_lt is not at all inevitable or even likely if the
arbitrator is selected with care.

- ._Arbi_:trgt.ipn has prp\{ec__l_ to bp_practjcablg, and eFﬁcigr}tly gnc__leﬁ'gcﬂtive_ly-sg,‘
in resolgi_ﬁg _intcH_cctu_al property ‘di_s.gut_::.s_. It has b_ecn_ utilizgd_in_ligg ‘?_f !_itigaﬁqp world-
w_lfd’e,_\;m_d in the United States, in lieu of Patent Office a&judi_cation. It lcan.contin._u:_to_ﬂl |
work, especiglly if counsel and clients recognize that arbitration not only. can be, but

should be, tailored to fit their specific needs.

II. ~ WHEN IS ARBITRATION APPROPRIATE?
.. Arbitration of intellectual property disputes is appropriate under many
circumstances. They include licensor-licensee disputes, joint venture disputes, -

technology transfer disputes, infringement disputes and the like. This is true whether the

 arbitration is binding or non-binding.

‘Arbi_t_ratilon 1s not ‘suita_b_le: i1:1. cdu__nter_fgjt situations or otheif circumstances .
wh;r_e_ immg;iiate _Ai__nj‘u:nc_ti_y?rel_i_ef is qepdf;q, or in situations where 2 legal pre_:c_cflent is
necessary, of y_yhe@ other strategic considerations compel 1itigaﬁon._ -

. Ina domestic situatio:n,._thc local courts may pc_thg__prefgfrgq recourse and |
may be wbo!!y effecfiyc. However, in an ‘i_ntc‘rnationa_‘l!. ‘simatizqq, local courts iﬁay or may
not be available, and if availablc,_. judgments they render may not be gnfgrceable as a

practical matter. .




Tt is worthy of note that the World Intellectual Property Orgmﬁzaﬁea’s o
Arbitration and Mediation Centre in Geneva is currently circulating i:"er" cenimeritdra-ft |
rules intended to provide for immediate (i.e. “24 hour") interim relief in binding
wibiration ofntellectual property dispute. Other arbiration instituons are also
cousideﬁng this 'ia_sue.' It is 'l‘i'kely"that the WIPO rules will be i'nl:place in 1997. Whatis
not clear is whether or not th.e.y will be iutil"ized, and i so, whether or not they prove to be
practicable. Clients and counsel should keep an eye OIIt develdpxhe'nté on this front and
give thorough consideration to utilizing the WIPO immediate interim relief procedure in
situations where it may be efficacious. Even while promulganonof the WIPO rules is
pending, chents anlt!: counsel can use the "pfopo'se;a rules as a model :fo:f'tileir_ own
agreement ptovidiug for immediate inteﬁtn relief. |

In binding arbitration of intemational intellectual property disputes,
attention must be paid to whether or not the subject matter to be arbitrated is iudeeld" R
arbitrable, and to whether or not an arbxtral award with respect to that subject matter will
be enforeealljl:e m relevantjuris'dilc't.iubns‘.' In the United States, st'atutery autﬁoﬁty perm'its'
bmdmg arbitration of vxrtually all issues re]atmg to United States patents (35 US.C.
§ 294 also § 135(d)) "There are exceptlons but they are rare -- although the parties
themselves may agree to exclude certain issues from the bmdmg arbxtratlon Judlcxal
oplmon in the Umted States has assured that all other mtellectual property issues (e.g.
trade mark, copyright, trade secret) are also the prouer subject of binding arl’)f'i't}atidu.
However, such overall authoﬁzation of binding arbitration of all intellectual property

4
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* issues is plainly not a universal phenomenon. Accordingly, clients and counsel must be

“fully informed as to:the law and the public policy in relevant jurisdictions regarding -

arbitrability of intellectual property issues that may, or in fact do, confront thém. n

..~ ‘Thus, absent -compelling commercial circumstances (e.g. the need for - . -
Mediate injunctive relief) or legal barriers (e.g. patent validity is not arbitrable ina
relevant jurisdiction), arbitration is abundantly appropriate in connection with intellectual
property disputes.” Among its virtues, is the ability of the parties to select the arbitral

tribunal, the arbitral rules under which they will proceed, the schedule on which they will

~ proceed; the venue for the proceedings, the issues to be arbitrated, the powerand .- -

authority. of the-arbitrator and post-arbitration procedures.

‘Also, the New York Convention {The Convention on the Réecognition and - .

Enforcement of Foreign Arbitral Awards, June 10, 1958, 21 U.S.T. 2517, T.LAS. No. - .

6997,:330 U.N.T.S. 38) establishes a unified legal framework for the fair and efficient

settlement of disputes arising in international commercial relations. Approximately 120

countries are signatories to.the New York Corvention. - The Convention provides a - -~
vehicle for enforci g binding arbitral awards that court judgments do not enjoy.
Accordingly, it is attractive for nationals.of signatory countries to arbitrate rather than _

litigate-international commercial disputes, because (assuming arbitrability and

enforceability:in the relevant jurisdictions) the arbitral award may be readily enforced.in.

signatory jurisdictions in addition to the jurisdiction in which the award is rendered. - .-




Lastly, arbitration can and should'be':considered both before an intellectual
property dispute matures and after.the dispute matures. - Arbitration clauses in agreements
relating to intellectual property transactions are commonplace, especially in international

| transactions. ‘And arbitration after a dispute arises, if properly designed and conducted, is

oﬂén-a:salutary way to resolve differences.

II.  SOME CONSIDERATIONS WITH-RESPECT TO ARBITRATION CLAUSES -
L - Arbitration-clauses in international commercial contracts, or-in-domestic

contracts, relaﬁng to intellectual property matters are typically among the last to.be - :
considered, negotiated and agreed upon. ‘Accordingly, such clauses often-s_,ﬁffer-fmm
short shrift.. ‘While an‘arbitration clause ought not to be a deal breaker, a thorough
- understanding of arbitration and its applicability tothe potential dispute:-can enhance the -
- prospects of settling on an arbitration clause "that'effectively leads to'resolution of the .
potential dispute with a minimum of ancillary proceedings and a maximum of satisfaction
(at least with the proceeding itself, if not -« from the loser’s perspective --the outcome). :

| Post-dispute arbitration:agreements stand in vivid contrast to ..-dispute
arbitration clauses in agreements with respect to which dispute resolution-is a tertiary
concern. In post-dispute situations, the primary object of the agreement s to fashiona - =
workable dispute 'resoiution mechanism. ‘However, because the emotional environment
may be super charged as result of the dispute having matured, negotiating a post-dispute -

clause carries difficulties of its own.
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In any event, clients and counsel should have in mind pointsof s_ubstantja_l
significance when negotiating an arbitration clause, whether post-dispute or pre-dispute.
Some of those ﬁboiﬁts are referred to below, primarily in com_ecﬁon with binding
arbitration. -

First, what rules are to govern the proceeding? This is among the most .

‘important considerations, because in pre-dispute clauses there is a tendency to use a .

boiler plate clause that leaves to specified institutional rules the entire ‘burden of shaping .

the procedure--from commencement of the arbitration through final award.. This may be

entirély satisfactory in some circumstances, but clients and counsel should be thoroughly.
faxniligr with the rules invoked and thoroughly aware of what they are agreging to.

. Second, should the arbitration be administered by an arbitral institution?
Should:it be ad hoc? ‘Should it be a hybrid? For the less sophisticated users,
administered arbitrations probably serve useful functions.. For the more sophisticated -
users, it may be more appropriate for clients and counsel to:fashion their own procedure, .
rules, schedules and the like. =

- Third, whaf issues are to be resolved by_the:ﬁbitral tribunal?- It 1s

especially important to understand whether the-arbitral clause is confined to contract
issues relating only to breach of the contract in issue, or whether the clause is framed so
as to embrace all issues arising out of any transaction-refated to the contract -- including
tort causes of action. It may also be salutary to give thought to whether the dispute can
be resolved by arbitrating fewer than all possible issues, thus focussing on a specified, . .

T




dispositive issue requiring less time and less expense for resofution than an all-out arbitral
war would engender.

o Fourth, how many arbitrators should there be and who should they be? A
seasoned, dedicated, even-handed, available tribunal is critical to the success of the -
pro;:ess-.- ‘Thus, clients and counsel should consider assuming full control of the selection
- of arbitrators, leaving to an institution or other entity the power to select only in the event
of intractable disagreement between the parties.: Indeed, as the author’s own experience.
confirms, selection of the arbitrators:can bé'the subject of a separate mediation process. -
where necessary (e.g. two party appointed arbitrators can mediate with clients and
counsel the selection of the chair). < On this score, it is important to an'ticipgitc"the S
difficulties posed by multiple party arbitration and the appointment of party appointed
-arbitrators. The parties should agree as to the alignment of groups of parties for purposes
of selecting party-appointed arbitrators, or if agreement is not possible, leave appointment
of all arbitrators to an arbitral institution.

Fifth, are party appointed arbitrators to be neutral and independent? In - ... -
international commercial arbitration, the custom is that all arbitrators are neutral and
independent of the appointing party. : Of course, there are exceptions. Also, ‘.in\dpmes_ti.c-
arbitration in the United States, it may be perfectly acceptable, indeed expected, for a
paJTy-appointed'arbitr:;tO't to act as an.advocate for the appointing party. Thus, clients T
and counsel must be very clear on the ground rules that will govern conduct of party -
‘appointed-arbitrators. This bggins with the selection process and continues through.
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-rendering of the final award. For example, candidates for appointment by a party must be

very circumspect in pre-appointment interviews. And after appointment, the arbitrator
and all others concerned must be very clear on.the party appointed arbitrators rights and.
obligations vis-a-vis the appointing party.: -

| Sixth, where is the arbitration to be held? A country whose laws and

practices are hospitable to arbitration should be selected as the situs.. Cultural

considerations may dictate situating the arbitration in a country different from any

country of which a party is a national. This may pose nice issues with respect to multi-.

national corporations. Often, the site of the arbitration it is simply a matter of - .

- convenience for the parties, witnesses and arbitrators (and sometimes, counsel).. The law -

of the situs is not to be overlooked. If the arbitration clause or agreement is silent as to-
governing arbitral law, the law of the situs will usually control. - . .

Seventh, what will the schedule be, and may it be modified? There should.
be a schedule. If there is none, the arbitration may unexpectedly extend farinto the
future. Some arbitral institutions and some instit_qti_onal rules specify the schedule. -
Others are silent. Typically, it is up to the parties ._-- arbitration is a creaiw . of agreement
-- and the parties can fix and can modify the schedule. Not only the parties but also the .-
arbitral tribunal should agree to.the schedule. An open-ended approach, especially
without written commitment from the tribunal, may lead to interminable proceedings, .. e

uncontrollable expense, and justified frustration on the parts of the parties.




. Eighth, what information will be exchanged before the -'eVidehtiaxyhearing?
* United States counsel are accustomed to extensive discovery. Counsel in other countries
are-not. The parties and their counsel should uriderstand fullv what will occur on this
score, and what the consequences will be of failure to providé information called for:
Oné consequence may be that the arbitral tribunal will draw inferences adverse to a party
that fails to prodiice such.i.n'fdnnaﬁdn.' "Also, the clients and counsel should understand
that the applicable arbitral law, the COmpOSiti;n of the tribunal and the customs of the '
Jurisdictions in which counsel normally practice all may lend a'specific and special
character to arbitral proceedings. ‘That is, the same arbitration under the same arbitral
rules may be entirely different procedurally, depending on the composition of the tribunal
- and the backgrounds of counsel. For example, a tribunal with Swiss national as chair -~
may be far less generous in permitting pre-hearing discovery th}an_ a tribunal with'an
Ametican chair, |

* Ninth, what will happen at the evidentiary hearing? ‘Clients and counsel =
should understand that in some proceedings direct testimony is taken only on written
statement, followéd "y cross-examination by counsel; or follOwe:d'Ohly' by inquisnion by "
the tribunal. They should understand also how much time will be allocated to the
evidentiary hearing, and also whether pre-hearing briefs, post-hearing briefs or oral
argument will be pe'ﬁni;ttéd. -

Tenth, what about confidentiality?  The prevailing view seems to be that

arbitration proceedings, the record, the award and even the existence of the proceeding
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itself are confidential. This view is not altogether sound. Arbitration proceedings are .

usually private. The parties can enter into agreements to preserve the confidential .

character of propxié_t_ary information that one party may disclose to another. A tribunal

may refuse to order disclosure of one party’s confidential information to another party. . -
But what about the outside world if the award is to be taken into court to be enforced? It

is entirely likely that the award will be a matter of public record. (Under35US.C.. . .. :

~ § 294(d) and (), an award in an arbitration under Section 294 is not enforceable until it is

deposited with the United State Patent and Trademark Office.) And what about interested

| non-parties? Non-party licensees, competitors, vendors, customers and future litigants

may have a legitill_fnqtg.‘:_intclrcst in learning the outcome of the arbitration, __S;é.may_ .
government agencies (e.g. antitrust authorities, tax authorities, other regulatory
authorities), i_n_de;mni_tqrs,ﬂpriyate investors and related companies, such as parents. In .
between the parties, but they should not count on the award or the ;egord of the. .
proceeding remaining out of the public’s reach. . .. .

~ Eleventh, what:r:cm,cdies.,will be available? Those who have followed
reported judicial opilll_ipng__in the United Sta{tes_will_lgnow _t_h;_l_t there is a vigorous debate in .
some of the 50 states as to. whether an arbitral tribunal has power to award punitive
damages? In the United States, simply because damages may be increased (typically, up .
to three times), it does not follow that the increased damages are punitive. The United

1




States Supreme Court has emphasized the compensating function of increased damages in l )
antitrust matters, over their punitive and deterrent function. Also, depending on the
United States inteliectual property right in question, enhanced damages may or may not

be regarded as punitive (e.g increased damages under the patent act are punitive;

‘ hlc;;:aSéd"damages are awarded in trademark cases under the Lanham Act only if not
punitive; enhanced statutory damages in copyright infringement actions embody both =
components). In addition, clients and counsel must bé alert to the forms of relief that
may or may not be available under specific rules or specific governing law. 'MOnetaxj‘/” |
damages may have to-be aWard'éa in a specific currency. Only limited forms of equitable

relief (e.g. permanent injunctions, specific performance) may be available, L

Twelfth, what form should the award take? In the United States, many (-
binding arbitration awards have been naked win-lose awards, without reasons. In
 international arbitration, a reasoned award is more likely to be rendered.” In complex =~
intellectual property disputes, the partiés may want a reasonied award. However, there are
circumstances in which a reasoned award may be manifestly undesirable. For example, a~
patent owner may not want ‘ﬂ1e reasoned award to provide a roadmap for 'dééignihg a non-
infringing product, neither "p‘arty'r‘nay' want to risk collateral estoppel effects of a reasoned
awarded, and neither party may want the award to reveal confidential information, if
through judicial 'enfOi'c;fment'pfbceedingé*'br' otherwise it becomes available to non-"
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Thirteenth, what cherg:lements of an arbitration migh__t be addressed in an
arbitration clause or aﬂg_\r\\gg}r_nent? The answer i_s.anyl number. Examples a;;_@c_language
of the arbitration, governing law on the merits, governing arbitral law, specific procedures
for enforcement of the award, specific prpcedur_e_s_for‘_ _see_k;'n_g _:rc_l.ief from the qwgrd, _
rgc_burs_e the parties may _have__i_f an arb_hrator do‘es_nc.)t;_ pg;ﬁcig_gt_e, the consequences of a

party’s failure to appear at a hearing, etc.

IV. IS ARBITRATION UTILIZED IN INTELLECTUAL PROPERTY DISPUTES?
.. The answer is an unqualified yes. o
- Clearly, litigation is the preferred, and sometimes only, route for resolving .
intellectual property disputes. A}]‘sg,_iqth:er ADR ‘t‘qg:chanisrms, such as lﬁedia_fion, are
béconﬁng@inctca‘_siggly__atl;r_activ:e.“ .Nt_;v,g;:zjthcl_css, both gq;njmstercd _a_n_d_.vgd_hoc arbitration
have been, and are being, utilized.
| It is difficult to assess.the ngrpbcr .of in_tglilectugl_prope_n_y. disputes that are *
the “su,l?jq_ct‘of arb_i_tratic_m. One reasggjs the conﬁdennahty that sh:ouds suqh
proceedings--at least up to a point. Another reason is th¢: _di_fﬁculty arb_i‘tg;-: mgt.itx:l_t_iqn:sm
experience in attempting to class:fy ‘a__t_lfb‘itratiqx_l_s, ﬁnitiated__:_pnderfh_e_ir aus_pipés.
Notwithstanding this situation, it seems fair to say that substantial numbers of ‘iptq_llq_ptqa.l_
prbperty disputes hqve:_:be_c_:n the subject of :alrbitra‘t_ion_.proc_eedingis_i_n recent years. The

number is likely to be significantly larger than institutional statistics would suggest,
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because inteliéétual pfﬁpérty issues aré'o‘ftén'a't:oririponent of international commercial
dis.;'iiﬁtes that are not élassiﬁeﬂ b.y institutions as “inteilectual property” disputes, -
 This retans us to the point made in Section II. regarding arbitrability and
unenforceability. Even though a dispute being arbitrated appears (0 include’an
intéilcc'tuﬂa'lx property issue as a minor éd’mpdn’ent,'éiients and counsel should be aware of
the potential im.pact on the enforceability of the award overall. For example, if the
arbitral tribunal rules -- as a part of a larger award -- that a government granted
mtellectualpmperty nght(eg ‘é.ﬁétéht, a reglstered .ﬁ'ad-exﬁark) is not valid or otherwise
is not enforceable, all concerned must be alert to the impact oriithé' award if that
intellectual properly ruling is held by a court to have been outside 't'he"p'owgr of the .
arbitrators under the arbitral law governing the arbitration, or is held by a court tobe

unenforceable in the jurisdiction in which enforcement of the award is attempted.

V. WHAT SERVICES DO VARIOUS INSTITUTIONS OFFER?

We consider here 'twc‘)"'(:até'gwb'ﬁes of institution: (1) ADR prdv’ide'fs and (2)
intelléctual property .o:réaﬁizagio'ns. '-

ADR providers in t'h'e"Uﬁk_i.téd' Stéfés‘;iﬁéflut.iré’é?géniéét:iéﬁé' such as tﬁe"
American Arbitration Associatiori, CPR Institute for Dispute Resolutionand
JAMS/Endispute, and elsewhere in the world, such organizations as the International
Chamber of 'Cor:mhér‘c-é'i.ii Pans,the 'L'Sﬂdl'dn Court 'of Intematlonal Arbltratlon, Chartered
Institute of Arbitrators and Centre For Dispute Resolution in London, the British
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Columbia International Commercial Arbitration Center in Vancouver, and others such as
the Stockholm Chamber of Commerce, China Intemational Economic and Trade -
Arbitration Commission, and International Arbitral Centre of the Federal Economic

Chamber in Vienna. Among these organizations, only the AAA and-CPR seem to have.

prdlmulgate_dgrules,- or model rules, directed specifically at arbitration of intellectual . -

property disputes (¢.g. AAA Patent Arbitration Rules, CPR Rules for Non-Administered

Arbitration of Patent and Trade Secret Disputes, CPR Model Agreement for Ex Parte :

Adjudication of Trade Secret Misappropriation And/Or Patent Disputes). This is not -

necessarily of high moment. All ADR providers are aware of and are considering special

issues associated with intellectual property disputes and are prepared to.,pr_évide '

-arbitration services of such disputes under one set of their rules or another, Even with - -

organizations like the AAA and CPR, many intellectual property disputes are arbitrated.

‘under more general rules such as the AAA _C__omme_rcial-A:bitratidn Rules, the AAA

International Arbitration Rules, and the CPR Non-Administered Arbitration Rules.

- The CPR Model Agreement for Ex Parte Adjudication of Trade Secret - -

. Misappropriation And/Or Patent Disputes is of especial interest in conniection with non-

binding arbitration of disputes in which each party desires to insulate its proprietary
information from the other party. This model agreement may illustrate useful procedures
.not typically_employeé, but nevertheless of real practicability. -

As for intellectual property organizations,.the World Intellectual Pr-operty‘ :
Organization seems to be the only organization to have established an arbitration and

15
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. mediation center and promulgated rules for the purpose of providing ADR services -~
specifically for the intellectual property community. The ' WIPO Arbitration and =
Mediation Centre ¢ame on line in October 1994. Its director, Dr.:Francis Gurry, has

assembled a panel of potential neutrals numbering over:400 persons from aroundthe

world. ‘While at this writing WIPO Arbitration Rules may not have governed any specific

proceeding, those rules have been incorporated into dispute resolution clausesin
international agreements and will in due course be applied. ‘At the same time, the WIPO
‘Centre has consulted with and provided informal:services to many disputants around the
‘world., i

© . Other intellectual p‘roperty"-orgahizations have ass.émbled-list__f;*of potential |
neutrals.: For example, in conjunction with CPR, the International Trademark Association
has developed a panel of potential neutrals with expertise in trademark law and related "
sﬁbjects; - And the American Intellectual Property Law Association has-assembled a list of
more than 100 potential neutrals, together with background information about sach.
Neither the CPR/INTA pane! nor the AIPLA list is meant to imply that either INTA or

AIPLA will themselves administer arbitrations.

VL. “*CONCLUSION:" *
We have skimmed the surface in this introductory piece; leaving many-

issues unmentioried-and many questions unansweéred,
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FEN

- But perhaps enough has been written to suggest that arbitration, if well
designed and properly implemented, is indeed alive and well as an intellectual property

dispute resolution mechanism. On those occasions where arbitration has gone astray

| procedurally, the blame should not be placed on any inherent unsuitability of arbitration

in this field. Rather, other circumstances have led to the bad press arbitration sometimes

receives -- albeit circumstances that may sometimes have been in the parties’ control.
Arbitration, as we have seen, is the product of the parties’ agreement. The
parties are free to design a procedure that will prove to be satisfactory. Whether or not
they realize that goal is a function of the thoroughness of their understanding of the
nuances and their willingness to address those nuances in their arbitration c;Iause or their

arbitration agreement, and then to implement that clause or agreement in a rational way.
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35 U.5.C. § 29%4.  Voluntary arbitration

(a} A contract involving a patent or any

. right under a patent may contain a provision
. .requiring arbitration of any dispute relating to
patent validity or infringement arising under the

contract. In the absence of such a provision, the
parties to an existing patent validity or
infringement dispute may agree in writing to
settle such dispute by arbitration. Any such
provision or agreement shall be valid,
irrevocable, and enforceable, except for any
grounds that exist at law or in equity for
revocation of a contract.

{(b) Arbitration of such disputes, awards by
arbitrators and confirmation of awards shall be
governed by title 9, United States Code, to the
extent such title is not inconsistent with this
section. In any such arbitration proceeding, the

defenses provided for under section 282 of this

title shall be considered by the arbitrator if
raised by any party to the proceeding.

{c) An award by an arbitrator shall be final
and binding between the parties to the arbitration
but shall have no force or effect on any other
person. The parties to an arbitration may agree
that in the event a patent which is the subject
matter of an award is subsequently determined to
be invalid or unenforceable in a judgment rendered
by a court to competent jurisdiction from which no
appeal can or has been taken, such award may be
modified by any court of competent jurisdiction

upon application by any party to the arbitration.

Any such modificaticon shall govern the rights and
obligations between such parties from the date of
such modification.

{(d} When an award is made by an arbitrator,
the patentee, his assignee or licensee shall give
notice thereof in writing to the Commissioner.
There shall be a separate notice prepared for each
patent involved in such proceeding. Such notice
shall set forth the names and addresses of the
parties, the name of the inventor, and the name of
the patent owner, shall designate the number of
the patent, and shall contain a copy of the award.
If an award is modified by a court, the party
requesting such modification shall give notice of
such modification to the Commissioner. The
Commissioner shall, upon receipt of either notice,
enter the same in the record of the prosecution of
such patent. If the required notice is not filed
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with the Commissioner, any party to the proceeding
may provmde such notlce to the Commissioner.

: (e) The award shall be unenforceable until
'{the'not1cr ~agquired by r*ubsect:l.on (d) 1s recelved
eby the Comm1551oner : : ~
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35 U.S.C. § 135. Interferences

{d} Parties to a patent interference, within
such time as may be specified by the commissioner
by regulation, may determine such contest or any
aspect thereof by arbitration. Such arbitration
shall be governed by the provisions of title 9 to
the extent such title is not inconsistent with
this section. The parties shall give notice of
any arbitration award to the Commissioner, and
such award shall, as between the parties to the
arbitration, be dispositive of the issues to which
it relates. The arbitration award shall be
unenforceable until such notice is given. Nothing
in this subsection shall preclude the Commissioner
from determining patentability of the invention
involved in the interference.
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The Mediation Process .
And Intellectual Property Disputes

David W. Plant
Fish & Neave
New York, New York

1998

Mediation is a facilitated negotiation, in which a neutral (the mediator)
attempts to assist the parties in finding their own solution to their own problem.
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- A Getting to the table.
B.  Preparing for lheprocess : ) | | | |
C Initial sessions.
1. First joint:sé;v;si_ojn.'
2. First private sess;on
- D Subsequentsessnons o
E. Closure, viz. "End Game".

F. Post-Mediation.
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I1.

GETTING TO THE TABLE

i

2.

6.

. Preparation

Know all parties' real interests and real needs.

A dispute 1san (_)'i:portunit'y: to create value.

Know the ADR menu.
Be creative; fit the process to the fuss.

Post-dispute more difficult.than pre-dispute.

How to break the ice.

I

(¥S]

Court rules.

- Professional responsibility.-

Clients' pledges and commi_tment_s.
Client's policy.

Common sense. -

Who?

a Party to party.

b. Lawyer to lawyer. .

C. Neutral good offices.

Your adversary must be your partner.

Know your BATNA, and the other ;'Jarti.éérl'"l]_:’.ATNA's. .

07/06/98 12:45 pm
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PREPARING FOR MEDIATION

The parties have agreed to (pre-dispute or posﬂt.-diSp'ﬁté)‘, or a Court has
ordered (pqst_-dispute). mediation. -

A

B.

 The mediator.

1.

Parties and counsel jointly select the mediator (desirable); or Court
~or other institution selects the mediator (not desirable).

Know your mediator. -

a.  “Reputation. |

“b. . Some characteristics.

(H Patient

(2) Diligent

(3)  Sensitive

(4)  Flexible

(5)  Creative

(0) Trustworthy

(7) Authoritative

(8) Even-handed =
c. Competence.

(1)  Subject matter. -

(2)  Process -

(a)  Experience.

(b) Training.

: 07/06/98 12:45 pm
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~d . Style

(1) Faciliative.

(2}  Pro-active and evaluative.

€ How does the mediator manage personal interaction?

f. Sources of information..

(1)  Institutions.

(2) Colleagues.

The mediator communicates.

I

b2

Joint telephone conference with counsel.

Emphasizes that whatever is in dispute, this is a problem to be
solved as partners, not'a war to be won as adversaries.

Continues transformation of adversaries into partners.

“a.”" " Fundamental shi} in viewpoint.

b. Atleastin formulating and proceeding through the
mediation process.

Explains process.

‘a.Process.

b.  Journey.

. Negotiation.

Is alert to semantic issues.
a. ' E.g. "binding" mediation.

b. E. g. mediator will decide what's right for the parties.

07.06/98 12:45 pm
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10.

Participants to negotiate in gcod faith and with candor.
Explain who must be present and their roles.

o Pasties -'.'prin éipii|5§ authority to settle.

"'b. " "Counsel -- counselors; not necessarily litigators,

. Third ba”iés " ihsﬂiﬂ‘-’/fs.;:fndemn’itors; partners.
Schedule. o

Conﬁdentiality.\:“’"

Pre-session Submissions -- briefs.

a. ‘Positions.

o b _ | ';“_keal interests an_u";';péds.‘ |
). BATNA .

... {2y Becreative and be objective.
. .(3) Do you need litigation?

(4) Is there a business relationship to be preser=d or
created?

(5)  Are there political reasons, internal or external,
motivating settlement?

6) Are ther. personaf needs?

C. Understand and account for the other side's interests and

needs.
d. Look beyond the present dispute to overall relationships.

M ‘Subject matter.

(2)  Time.

' 07/06/98 12:45 pm
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-e.. - Assess thestrengths and weaknesses of both sides'

positions.
f. Condﬁc::.tl.e.l.r-l bﬁjécfi\;e litigation risk analysis.
g lncludé.the fé\;v material exhibits.
h. Clariﬁ; whether tlJrie.fl's é?e in confidence and ex parte to
mediator, or are exchanged.
1I.  Court-annexed aspects.
| a. Understand duties and responsibilities of the mediator.

v

b. Comply with the schedule.

e
|

'/

c. Understand the information to be reported to the judge.
| 120, Mediator's fee. - -
13. Written agreement. -
a. | Deal with these and-other issues:
b | AParties' consent to mediator.

D. . . Ethics - Respor_)sibilities of The Mediator 7

L No conflicts.of interest! -
a. - Actual . -
b. _ Apparent. .. ..

¢ Must immediately notify of any change in situation.

07:06/98 12:45 pm
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- Rights and obligations of the mediator vis-a-vis the parties.

a.

b,

Past engagements.

Present engagements.

Future engagements

. ‘Firrl's engagements

(1) CPR model agreement.

(2)  Other Clauses.

Fees -

(1) Hourly. @ =

(2)  Lump sum -- approximate value of case.

(3)  Who pays? When?

- Power imbalance: - '
(1) Large vismalli

(2) * ‘Party represented by -counsel v. pro se"’

(3) Weal-fh‘yf v.poor.
(4) Sophisticated v unsophisticated.

(5) Eastern v. Western.

e (6) R Eui—ope'an-.v; Us’

Not judgé.
Not a party's attorney.
Not party to a crime or fraud.

All information confidential.

07/06/98 12:45 pm
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+3.0w0 Immunity.

a. Suit.
b. Subpoena.
4, Mediator to manage process. "
a. - Substantive problem is the parties' problem to be solved by
therparti.ers‘. | o
7 | b | .Mediator .ﬁas.to guide and keep on track the problem

solving process; does not solve the substantive problem.

c May_have_ to mediate re the mediation process.
5. | i\flpedia.tt.o.ﬂr as .alrb_itr_;cllt-orl )
b .7 _Lafér diéputé.
6. Arbitrator as mediator.
7 Mediator will withdraw.
a. If conflict of interest.
b. If parties not participatin.sc,r in good faith.
¢.  Ifclear mediation will not be successful.
d. | If mediator wouid be party to a crime or fraud.
E. Role of Counsel and Parties in Preparation.
1. Must understand mediation -- know what to expect.
a. The variations on the themes.

b. The pros & cons.

07:06/98 12:45 pm
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Understand all counsel's and all_-_p_anies'.-_negotiating techniques.
a. Principled.
b. Scorched earth.

Beware misconceptions. -

& .. Mediator's power - not a judge..
b Injunction needéd - kstiill :éan settle.
B c ;,fnféﬂccfﬁalii);c:.)pé:r_t).('_r.ig:ht.-invalid .or unenforceable - still can
settle. ' o
) d - ‘I‘ntrz.ictabie barﬁes - 'still can settle.
e. One party seeking ‘d:iécoﬁv‘er.y -- stlll can seftle.
f | | One party signﬁllir;é ;.véélllcﬁess -- s:tiII can mediate fairly.
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IV.  THEFIRST JOINT SESSION -

A Amenities.
i. .. Rooms,
2. Coffee.
3. Telephones. R
4. Meals.
5. The tabfé. '
6. Courfhoﬁse v pfivate olfﬁ.ce. |
B. Introductions.
_ ] ! :‘E:".Evetr}.fdhézﬁre'sént'.. o
2. :‘..P.ar..‘tié.s. seéted néx:t to .r.ne‘dia.t.or; c.ouh'sre.l géi next to mediator.
3. First names.” a
a Usually. -
- b. .. Eventually.
"¢ Evenmediator.
C. Mediator explains process.
. _Rep_e_:atls essence of preiiminary telephone conference.
2. Necessary because new parti‘fc::i.pénlt's., viz. fhe parties..
3. Emp'h.asi.zés prob.!é.m.t.o. Be soIved :bj' partie; working together.
4 ' Confidential
a. The process.
b. Mediator's notes.
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10.
11.

12,

Off-the-record settlement discussion:
Mediator is neutral; no substantive judgment: no substantive power,

Mediator facilitates; not evaluates, unless jointly requested and
appropriate.

Explains joint and private caucuses.

a. Emphasizes confidentiality.

b. Especially in private caucus.

Frankness and openness are requisites.

Good faith negotiations are required. N

The principals {e.g. execu;iyes) must be prepared to participate.

Solutions to difficult problems call for creativity.

If court-annexed, court will not know what said by any party.

a. Mediator simply reports that parties met and settled or did
not settle. S '

b. If early neutral evaluation is combined with mediation,
mediator/evaluator will report on discovery needed, for
example. R )

Ground rules.

“-a. * ‘This is the parties' (more specifically, the principals’
process.
b. Challenge positions, not persons.
c. Always focus on potential solution.
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( d. The mediator will manage the process.
N (1)  Interruptions not be permitted.
(2) = Each party may be asked to restate other party's
position and other party's real interests and needs.
...(3) . Explore options; brainstorm without judgments.
- -D. - Emotionse
1. = Canrundeep.
a. .. Anger - other party is unfair, immoral and vindictive.
b. Distrust -- other party is liar, has breached a contract; has
betrayed a trust; has failed to pay.
c. Dislike -- personal animosity; can't stand to be in the same
' room. T UL
L ~d. . Strategic -- for. competitive purposes; anger as a negotiating
i | tactic.
2. Expressed in challenges to
a. Past and present positions. .
bz . Other principal’s.or counsel's integrity. -
c. Other principal's or counsel's good faith.
d. Past sins of omission and commission.
3. Mediator's role.
a. Listen:
" b Express understanding. - ..
C. Expect emotion at every session.
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(P8}

1.

- -d. . Let parties air out, then

« 1)+ :Deflect anger.. - -

(2).  ‘Encourage civilized dialogue.

~{(3)-: Moveto private caucus.

(4)  Point out more progress if parties focus energies on
finding solution.

(5)  Ask other party to state its understanding of basis
“ . for angry party's emotion.

- ..:Which-party speaks first?
UsoaIIy claimant or claimant's counsel speaks first.
But defendant may request to speak first.

. May be the party. who last proposed a resolution.

Or the party who proposed mediation.

May be pan‘.y selected ad hoc by the medlator based on mediator's
instincts. - : :

“"Mediator will assure other parties that all will have an opportunity

1o speak

. Lsually ounsei opens w1th a statement of ¢ hent $ position.

Counsel should address the other side's represent‘ ti*-es, not the
mediator. SR T

5-10 minutes; if complex, longer.

Typically, more detail or'changed position later.
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.

Purpose: to persuade other party of ©

a. Your bona fides.

b. Strength of your position. B

c. Weakness of other party"s; position.” |

d. The need to settle; overlap of interests and needs.
e A rational basis for settlement.

Next, other counsel will state their client's pg_'sition.

Mediator's role.

)

Asks questions to assure mediator and parties understand --

““a. Parties' positions.
b. Status of settlement talks.
¢ Status of pending or proposed litigation.

~d. Interests of others not present .
Kinds of questions --
a ~ Open-ended.

““b. " Hypothetical.

c. Seeks help in understanding.

‘Restates a party's position to assure clarity.

Asks counsel to restate adversary's position.

After hearing parties' pesitions stated by counsel, mediator may ask
each party to begin to articulate real interests and peeds.
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V.

MEDIATOR'S JOB AT ALL SESSIONS

A.

B.

Be patient.
Remain neutral.

Listen and understand. .

- Facilitate. .. .

l. Commpqi,c;_ation. .
2. Understanding. .

Always optimistic; never pessimistic.

- Assure that everyone is heard and understood.,

Form no judgment; be flexible, beware of unspoken solution that seems
obvious to mediator. '

Engender trust and confidence.
Seek broad views from parﬁeé first; details, second.
Understand the emotional roller coaster; weather it.

After counsel and parties have spbléen in each other's presence.

1. Mediator may suggest'private caucus, Or one party may request a
private caucus; in either case, mediator checks if OK with other
party. -

OR

2. Mediator stays with joint 'ses{'sion“aridjbég'ins to explore

'a. What each party needs.
| b Whateach party 'e}'cpects'.
c. What each party sees as a practicable process for achieving

a joint solution.
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o ' L. Usually, a mediator's evaluation should be deferred urml late in the process,
Kk ; and often, never given at all :

1. An early evaluation may -~

a. Indicate that 'mediator is biased. =
b, " Harden posmons

2. ” ‘VIed?ators evaiuatxon ma}r be éssentlal to reality testing.

3. Propgr tirpmg_ is v1ltal.. o
(L
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A

B.

" COUNSEL'S JOB_AT ALL SESSIONS

Be prepared -- as if final argument.

But this is not final argument... ... .

Counsel's job is to counsel and.to-help client find a solution; strident
advocacy usually inappropriate and counter-productive.

1

2.

(%}

Undérs'tléna' ciieht's BATNA;
Understand client's real interests and needs.

Ascertain other side's BATNA and real interests and needs.

Beware of Rambo litigator tendencies.

Persuade other side's representatives, not the mediator.

Persuade other side that --

L¥S]

Other side's position, however attractive to other side, is weak. -

Client's position, however difficult for other side to accept, is
strong.

Client's pgsition is direct out-growth of client's real intere; ‘< and
needs. :

Other side's position is not consistent with other side's real interests
and needs.

Notwithstanding differcuces re positions, parties' ic... .nterests and
needs may overlap and may suggest a solution,

Important to client that both sides' real interests and needs are
satisfied. '

070698 12:45 pm
18 99999,099 - [NY|] 363929.1

o




P

VII. PRINCIPAL'S JOB AT ALL SESSTIONS

A

T otad

Be prepared to participate ﬁJlly, and mcreasmg,ly as the mediation
proceeds.

Be prepared to talk mor o than your lawyer,
Talk with the other partyi"-'-:-.;

Be creative.

1. Know your BATNA )

2. Understand thoroughly and describe own interests and needs.
. Listen and try to understand thoroughly other side's BATNA,
fmterests and needs S
4. Objectively assess value of case to cach barty.
S | Objectwelyassessnsks of not ‘s_‘s‘e;t:tling to each party. -
6. Avoid ad hc‘).:mi:n:ém attacks.
' 7 - Explore ways to share xmponént information with other side -- even

confidential information.

Be prepared to share views -- even highly sensitive and confidential

_information -- with mediator.

L Mediator will ask what the party wanted out of the deal now in
~ .dispute.

2, Mediator will ask what the pai‘ty's goal is today.’
Express emiudt‘i;ﬁn. '

But be controlled, be firm, be ihférhed, be objective and be confident.
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Vill. FIRST PRIVATE CAUCUS’

AT ThHe party not caucusing, .

L. Mediator must reassure.
2 Should have own room.
3, Amenittes.
4, Homework -- what mediator will be askmg, focus on real
interests/needs of all parties,”
"B, Caucusing party
I Mediator must redssure party that all’ aspects of private caucus will
remain confidential, unless party expressly authorizes disclosure of
a specific aspect.
a.  Mediator will take notes to keep important points in mind
" ""“and to assure confidential information is segregated from
non-confidential information.
b.  Atend of private caucus, mediator will double check on
C T what medlator can and cannot say to other side.
Mediator will gather information.

s

a. Will start on positive note, viz. what is important to
_caucusing party.

b, Full story is not likely to unfold in first caucus; more will be
_ revealed later. . :

C. ‘Mediator will seek the real story. .
) Panys percepions.
(2)  Party's dislikes.
(3)  Party's understanding of the differences separating

the parties.
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.. (4)  Bases for distrust.
) Relevant hi_sto_ry. |

:(6). . . Party's.previously unstated concerns, fears, motives,
cooo-needs: oo

Mediator will have principals talk.

E Me_d‘iétor"will éncourage' the party to focus on its needs.

“ ‘Both counsel and the principai must be prepared to disclose real

interests, real needs, real value of case.

Mediator may inquire as to party's further understanding of the
other party's real interests, real needs, perceptions, fears, etc.

Mediator is likely to --
a. Ask open ended questions.

b. Ask hypothetical questions.

¢ Avoid confrontation.

d. Eschew reality testing in early caucus.

€. Try to listen with open mind.

f Express no judgment and no recommendations.

8. Wonder whether the mediator's patience will endure.

h, Wonder whether the mediator has the requisite skills to
' assist the parties.
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Before private caucus concludes, mediator will ask party whether
there is any message the mediator should transmit to the other side.
Anything I cannot say?

- a.- Mediator will distinguish clearly between whaui mediator can
say and cannot say on behalf of caucusing party to the other
party. e
b. The mediator can frame hypothetical questions to other

“sidé, e.g. "What if..."; "Have'you considered..."; "Would it
be possible to..."; "If we could persuade the other side..."
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1X.

FIRST PRIVATE CAUCUS WITH THE OTHER PARTY

A Same process as in preceding Section VHI.
B. Mediator is likely to (i.e. shouigi)_listen before delivering a message.
1. Before stating first party's offer, and

2. Before asking "what if. "
3. Let this party tell its story.

C. The mediator should understand the second party's interests and needs
before revealing anything about first party's caucus.

D. ~ Mediator will begin to isolate real issues in light of unspoken information
from first private caucus. '

E. The mediator will attempt to find an issue on which to begin to facilitate
negotiation.
F. Is the mediator obligated to deliver the first party's message regardless of

what the mediator learns in the second party's private caucus?
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X THE MEDIATORAND PRIVATE CAUCUSES IN' GENERAL =

The mediator will hear diametrically opposed accounts.

A

-
2.
3.
4,

5.

&

‘Unalterable anger. ~

Etcrn"él? diSllke o
Solidified distrust.

The other side's misconduct is the sole cause of the dispute.

: ::‘_Hdpgiess_ _déadl.oc“:k_ -

. The mediator 1s likely to want 1o throw in the towel. DON'T! .

Find one potentially resolvable issue ot of the two or three real

issues.
a. Not positions.
‘Real issues,

Explore ways to find common ground on that issue.

a. Brainstorm options.

b. Move outside parameters of dispute as currently framed.
(1) Another relationship? |
(2)  Goods for money?
(3) Another player?

c. Prioritize.

Take it a step at a time.
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A

B,

DANGER, DANGER, DANGER!

A solution may be immediately and luminously clear to the mediator.

- The mediator's perceived solution may be objectively sound, all

encompassing, profitable to all, efficient, and eminently fair.

But it is highly unlikely that any party sees it now, or will see it later, as the

mediator see it!

The partles have own agendas the med:ator is not Ilkely to be privy to or

to understand all the agendas..

. The mediator should.let the parties expfore and propose the solutions!

It's their problem the solution is WIthm thelr grasp

The so]unon w111 be durable xf the pames create. it and own it.
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Xl. SUBSEQUENT SESSIONS

JA. . Joint)
1.2 - Joint sessions should be Frequent mterspersed amonb private
caucuses. : : :

2.+ Partiestogether can'sumup. .
3. Partres together can reach a common understandmg
4. Partres together can dlscuss po:srble SO]UtIOnS

5.0 Avoid the negatives associated with-hidden conversations with the

mediator.
6. Avord misstatements or mrsunderstandmg3 when medrator is shuttle
- diplomacy messenger: - o -
7. Joint caucuses may engender confidence and good will.
a. After abrasive emotions have subsided.
b. But abrasive emotions may never subside, and joint
caucuses may be difticult.

8. Entirely new perspectives may be difficult to acknowledge ' joint
caucus, but joint exploration of a solution to a relatively easy issue
may be salutary.

9. If the parties can make progress in small steps in joint caucus, this
will build confidence in
a. The parties themselves.

b. The process.
C. The prospects of finding a solution.
B. Private caucuses may continue to be necessary to provide the environment

to get to real interests and real needs.
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Caucuses on different days.

1. Fatigue is an important factor; parties have to stand back and
reflect.
2. Incentive to continue wanes if intense caucusing seems to yield only

~.negative results. .

3.. - Homework may be neccssary to break a logjam before negotiations
resume. '
4. Another party (e.g. 'insurer) may have to participate.
‘ .
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XIIL

END GAME

. A. ... Breaking an impasse.
L. Reality testing.

a. Mediator may question soundness of positions.

b." . ~Mediator may. inquire as to cost of litigation.

c. Mediator may ask parties to list the real rewards of litigation

CEVICOSES, s

d. The mediator may ask a party to tabulate the pros and cons
of another alternative to potentially available terms and
conditions.

e. Mediator may take parties through litigation risk decision

(PS]

tree.

Mediator may explore creating other relationships.

Mediator may ask each party what the party would do if it owned
both sides of this problem.

Mediator may explore with one party what that party can give up
that is of little value to it but of relatively larger value to the other

side.

The mediator may serve as an arbitrator.

The mediation may render a binding decision on a final
issue.

-(1) Money.

(2) Design.
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b, The mediator may evaluate each party's chances in

litigation.
(1) Privaféiyﬁ .

@ Jointly.

 Parties may not be influenced by mediator's judgment because it is

demonstratively correct; rather, because of their confidence in the
mediator.

" Mediator may prd{{idé:$ﬁbﬁ term solution followed by continued

monitoring,.

Mediator’s expression of an opinion may adversely affect mediator's

_ability to act as a neutral in the future on the specific matter.

Don't Let Parties Leave The Session!

N

2,

1.

2,

. Parties can quit any time. It's their process.

But it is more difficult for a party to quit forever if the mediator 1s
present.

Mediator will discourage quitting if progress apparent and end in
sight. .. - .

Mediator may let party walk out, and before other party leaves, get

- the walking party back in the room.
s ‘imp&ergti&v_e that the mediator be

" Eternally optimistic -- mast point frequently to progress.

Conﬁdeﬁt.
Experienced.
Trusted.

An authority figure.
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Don't let the parties leave with a handshake there must be a written
“agreement signed by all concerned

1. Counsel, not the rnedi_ator, sheuld dictate or draft.
2. Will reveal and clari‘fy rntsund_erstandings.
3. Wil rni_n_imi_zeehenees__ef_irnmediate rekindling of impasse.
4 o Counsel and parties execute. |
5 Even if only some lssues settlect agreement may outline process for

‘resolving future issues.

_If_’vnq agreement is possible, -

1.7 Parties should expressly acknowledge no agreement.
2. Parties should state why.
3. Parties should acknowledge room for further progress, if any.

4.7 Parties Sheuld explore what to do next. _' |
5. Cotrrt-ennex_ed:.me:_di_at.i_o_n.,__ :
a. Mediater may give an evaluation.
b Medrator may sugg,est that part!es report to Court on their

views of the mediation. -

c Mediator may suggest to the ADR administrator that the
~Court's intervention is necessary to break a logiam.
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XIV. POST-MEDIATION

A Mediator will destroy documents submitted to mediator, as well as
mediator's notes.

B. If the mediator is subpoenaed, or if a party is subpoenaed,
1. Notice mﬁst be given to all concerned.
2. Mediator must invoke the privilege.
C. If court-annexed, mediator will report to Court.
i. Bare bones report.
2. May include evaluation.
3. May outline discovery issues to be tried, etc.
D. Mediator should write to parties.
1 Conﬁrming the outcome.
2 Including post-mediation reflections.
3. Expressing thaﬁks.
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