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Notes Re Alternatlve Dlspute Resolutlon
' And IP Licensing

Dav1d W Plant
..o ... Fish &.Neave.
N 1251 ‘Avenue of.the. Amerlcas

New York, New York 10020

I. QEEBELEE
A, “What Ts ADR?
Be ang“arei;;s_roxmggv_;
C. Where Is ADR Applicable?
" 7DﬁfoWhétﬁﬁ%e fts:hdvéhfageé?And Diéadﬁéntaqes?

_ Ef"fWhat Should Partles To An. IP Contract Consider And
-+ Provide For? :

F. Whither ADR?

"II. WHAT ADR?

Alternative Dispute Resolution embraces all forms of
dispute resolution other than.conventional litigation.

07706798 1:29 pm
99999.099 - [HY] 298789.1




- III. HHAT ARE ADR's FORMS?

A. ADR encompasses an infinite number of forms. It
o is helpful to con51der three generlc categories.
B. Anjudlcatlvg rorms,_
1. A conventional adjudlcatlve form is binding
. 'f*‘arbltratlon.,"‘“-
2. Non- blndlng arbitration may. also be an
adjudicative process. .
3. ABnother form is the use of. a Court-app01nted
‘ Special Master.
4. In some juriédictiohs, “Rehf?a-Judée"
3 procedures are available
'5. A 3d party renders or imposes. on the _
- ‘contestants a decision -- based on (a) issues
formally defined, (b) sophisticated
positions, and (c) evidénce and legal
~authorities. e o :
- C. Non-adjudicative Forms.

Negotiation.

‘Mediation.

"Mini-trial.

Early Neutral Evaluation.
Summary Jury Trial.
Each of these is directed to enabling the

parties themselves to solve their problems.
Not limited by formal pleadings, carefully

adduced evidence or legal authorities.

07/06/98 12:45 pm
2 _ 99999.099 - [NY] 298789.1




D. Hybrid Forms.
1.  Hybrid forms stretch the spectrum of forms to
- Anfinity. - -
2. Negotiation,‘foiiowedwby”mediation, followed
. by arbitration is becoming popular.
3. . .Mediation followed by last offer arbitration.
' "is effective.
4. Early neutral, evaluatlon coupled with
“° 'mediation has worked.
5 " Ex parte}whOn*biﬁding'erbitration has
succeeded where .the parties do not want to
jexchange sen51t1ve information.
6. Creativity 1s the key Must fit the forum to
__the fuss. R
'E. More thorough discussions and elaborations

regarding_the forms,of ADR appear in, inter alia -

1.

Plant, "Overv1ew of ADR- Procedures", AIPLA

Alternative Di lution ; 1995

p. 3. (A copy of this chapter appears at

Appendix A to these notes.)

BArnold, "A Better Mousetrap ADR" Les

‘Nouvelles, Vol. XXX, No. 1, March 1995, p
31,
Arnold, PRatent Alternative Dispute Handbook,

Clark, Boardman, Callaghan 1991.

, ' 37/G8/98  12:45 pm
3 99993.59¢ - (NY] 298789.1




Iv.

WHET R \BLE?

4 '$9999.09% - {NY] 298789.1

'A;‘“‘ADRiie'abplicable?te almOst any intellectual {_
property dispute -- even where injunctive relief
ﬂseems necessary. -
B. "ADR may not be appllcable where --
L VR N counterfelierwmustebeenlnbed in_the
_bud T
b. ]jA,tfade éeeretfme$t bé preserved.
c. Legal precedent is needed.
"e_d} ;'_MQm1QE§ are out of control -- ADR may
" be applicable but extraordinarily
dlfflcult to,apply
C. Specific examples w1ll be discussed. These will
: 1nc1ude
' 1}”“3B1nding*arbitratien '
2 Non-blndlng arbltratlon _
3. fMlnl trlal Ke
.. 4. Mediation
07136/98 12:45 pm {:




The parties create and control the solution
to their problem. " In any ADR proceeding

. other than a binding adjudicative procedure,

the solution is not imposed by a third person

-1 '

whois bound by narrow pleaditigs. —"Buf even
in binding arbitration, parties’ agreement re
process controls the:process. :

‘The parties preserve old, or create new,
‘business relationships, or both.

~Often time and money are saved.

Cultural -differences may be better

‘accommodated, or reconciled.

W :
A - A. Advantages.
1,
2.
3.
q.
B.

Disadvantages.'

If poorly constructed or managed, ADR may be

;counterproductlve.

':Badly planned'and managed ADR may inflate
-expenditure of time and money and may yield
- unsatisfactory substantive results.

May be undermined by party not acting in good
faith. But even then, other party (or both

'.parties) may acquire better understanding of
‘:“issues,f;i3ks; rewards.

_ | 07/06/98 12:45 pm
5 999995.0689 - [NY] 298789.1




VI. WHAT SHOULD PARTIES TO AN IP CONTRACT .

CONSIDER AND PROVIDE FOR? I
g
Some Key Issues -
1lst Arbitration
-2d Mediation
A :"}irbitration.
-1, Arbltrablllty and Enforceablllty
a.  U.s.
(ll' Virtually all IP issues are
. arbitrable. g
'{2)' Query'increased damages.
{3) Plant "Intellectual'Property
~Arbitrating Disputes in the United
States", Dispute Resolution Journal
of the American Arbitration
- .- Association, :July-September 1995, ¢
p. 8 (A copy of this paper appears L
as Appendix B to these notes.)
b. Elsewhere
A1) Important to understand local laws,
"~ local public policy and the New
York Convention.*
* Art. v.2. of the 1958 Convention On The Recognition And
Enforcement Of Foreign Arbitral Awards (the "New York
Convention™) provides:
"Recognition and enforcement of an arbitral award may
also be refused if the competent authority in the
country where recognition and enforcement is sought
flnds that:
"(a) the subject matter of the difference is not
capable of settlement by arbitration under
' {continued...)
07/06/98 12:45 pin . |
6 '99999.099 - [NY] 208789.1 N




~-(2) Important to distinguish between
(a) government granted or
. registered rights and .(b) private
rlghts.

(3) gg_ﬁ;gg; an arbltratlon clause that
-, focuses on --

cola)i.Private.rights

_\.- .

- {b)-+ International Commerce

~-(e} Arbitrator may consider [IP
issue] but is not empowered to
declare whether IP valid or
not valid, enforceable or not
enforceable, etc.

.- {d). Neither the award nor any
statement by the arbitrator
- shall be regarded as a
~declaration of validity or
invalidity, etc.

(e) - Award may determine what acts
one party may or may not :
undertake vis-a-vis any other
party, but not re a non-party.

(4} See discussion in Plant, "Drafting
- .+ for Confidentiality, Arbitrability
and Enforceability in Intellectual
Property Agreements,"” ALI-ARA
. Course Materials Journal, June
21997, p.:51 (A copy of this article
.sappears at Appendix C.)

:4ﬁtg%,.cont1nued) . e
e the law of that country, or
:i-"{b) the recognltlon or enforcement of the award

.would be contrary to the publlc pollcy of
that country " :

07/06/58 12:45 pm
7 : 99999.099 - (NY|] 298789.1




-2+ “Arbitration provisions to consider.*
a. Administered v. ad hoc arbitration.
" b. Issues to be resolved.

(1) . IP issues.

2(2): . Related issues..
¢. .. Arbitrator(s).
(1) Number.
.?fé) Qualifications.
| _(Bi Selection_process.
C(4) Party-appointed.
- {(2) interview process
'(b)  neutrality
d. Schedule; commitment
e,: LVéhue.
(1) Neutrallty.
:I‘H.f(é}f transnatlonal disputes
  (5)'~cu1tural differences

mfﬁfé) Avallablllty of witnesses and
documents.

* . These and other provisions are discussed in various
places in the literature, e.g., Plant, "Arbitration And
~Intellectual Property Disputes”, Euromoney Publications PLC,
Managing Intellectual Property, June 1996 (a copy of this
paper appears at Appendix D); Arnold, "A Better Mousetrap'
ADR", supra; Plant, "Arbitration And Arbitration Clauses,
Intellectual Propertv Counselling And Litjgation, Vol. 2,
.. Ch. 20, Matthew Bender, 1994; CPR, Arbitration, 1994; CPR,
- Model ADR_ Procedures, "Alternatlve Dlspute Resolutlon In
"Technology Dlsputes," 1993, - o

: 07/06/98 12:45 pm
8 © 99999.099 - [NY] 298789.1
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'{1) During proceeding.

(a) = Rules

'(b)._Eg;;iesiwagreeménf

(c) Award enforced as Protective
Order S

(2) ‘Post-proceeding.

{a) “‘Enforcement of arbitration
award |

(b) § 294(d) & (e)

_f. Discovery.
'.<”" g. Confidentiality.
- h. Remedies.

(1} Monetary.

(a)' Compensatory.
{b)  Punitive.

{c) Cur:éncy'

i (2) Other.

(a) -Injunction.
““(b) - specific performance.
“:.(¢) - Provisional.

- (i) - Emergency relief an issue
~ in IP matters.

(ii) Most arbitral
© % administrative
" organizations cannot
~constitute a panel on the
" required short notice

07/06/98 12:45 pm
9 . 99993.699 - [NY) 29B789.1




.iiii) U.5.: ancillary aid of
Court

{(iv) WIPO: contemplating "24
hour" service

:-Appllcable rules.

e
i A

'Muovernlng Taw:

(1) Arbitral.

{2). Substantive,

- Language.
"Form of award.

“:(1): Win/lose.

(2) Reésbhed.

"(a) Collateral estoppel and res
.. Judicata

(b) . § 294(c) re modification
(c)  Motions to vacate or modify

(d) Road map

- .Recourse.
- (1) - Enforceability.

'_(2}' Challenge.

| {3} Modification.

; arbitration law.

‘U.S. Arbitration Act, 9 U.S.C. §§ 1 et

seq.

... Uniform Arbitration Act enacted in a

large majorlty of states

07/06/98 12:45 pm

10 99999.0%9% - [NY] 298789.1




c. State statutes re international
~ - ‘arbitration.

d.  35U.s.C. § 294.*
Sy s 294(a).
(2§ 29400).

-'/H\- .

) s 286 ().
_(4) '§ 294(d) and (e).
e. 35 U. 5.C. § 135(d) .
4. Various rules.***
(1) Patent.
- {2) Commercial.
(3) Large, complex.
(4) International,
b.  CPR.
- (1) Rules For Non-Administered
w7 -Arbitration Of Patent And Trade
- Secret Disputes.
{2) Model Agreement For Ex Parte
: -Adjudication of Trade Secret
Misappropriation And/Or Patent

leputes

(3) Noﬁ*ﬁdministéred-Arbitration Rules
And Commentary.

*..: 35 U;S.C;r§‘294,isarepr0du¢ed in Appendix E.

* 35 U.S.C. §'135(d)“is:repr0duced in Appendix F.

L ER Spec1mens -of rsome rules wilkl be available at the
lecture LTI SR

ST/06/98B 12:45 pm
11 99999,099 - INY] 298789.1




n(qy?”

(5)

ModeifProce&ure For Mediation Of a
Business Dispute.

Modél Minitfial Procedure.

}.ﬁ (40?'

c.  WIPO.
: (i) Medlatlon Rules
.(é)' Arbltratlon Rules.
fof.Expedlted Arbitration Rules.
(4) 24 hour rules under consideration.
d. ICC;
(1) Rulesof.Conéiliation.
(2)!"ﬁules.of Arbitration.
“Revised effective January 1, 1998
i3)”wPfé—Aﬁbitral Referral Procedure.
'Not adequate for emergency relief
e LCIA | - |
“ .,;iiL; Afbitra£ion Under LCIA Rules,
.‘ '.ﬁhaer revision
'_ffélj'axbitration Under UNCITRAL Rules.
 _(3)ffcdngi1iation under UNCITRAL Rules.
f.  UNCITRAL
| " (1I"Model law adopted in various
countries.
(2) ~-Non-administered arbitration.
g. .U.S.‘Courts;"

Each U.S. District" Court has ADR
rules or practices.

: 07/06/9B 12:45 pm
‘12 _ _ 59599.099 - [NY] 298789.1
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{5) . Vary from_courtgtofcogrt,je.g.

(a)

by

'DNHAMWADR considered—a

SDNY: rules re mediation.

EDNY: fuieé re arbitration,
mediation, early neutral
evaluatlon.

/A\

’/_‘A\ : |

1.

o)

“(d)

B. Mediation

,prellm;nary.pretrlal
‘conference; various ADR
.. procedures available. Not
 formalized in local rules.

See tabulation in AIPLA ADR

‘Guide, 1995.

U.S.'v. elsewhere.

a. ' Mediation.
s omcntsscion.
c.  Mini-trial.
"Siﬁlphé$§$;; . i ; 

_'a,“jQQttinglto,the,table.

b.  Preparation.. .

‘c. " "Initial sessions.

... f1) Joint session.

“HIZ)f]Pfi?été-Cahcus.

:'%ffd;.l sﬁBsé§ﬁgn£.$e$§iQné.

e.  The "End Game".
_f,  Post-mediation. :

YA more detalled outllne appears at Appendlx G
to these notes.

01/056/98 12:45 pm
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VII. _HIIHEB_BDRl

'In the United States, the impetus to apply ADR

AL
 stems from many quarters --
“i.  Courts.
C 2.7 _ Cllents.
© #7073,  Legislation.
EE TR 'Professional responsibility.
Bl Elsewhere in the_world, the impetus varies -—
1;51-Arb1tratlon in 1nternatlonal commerc1al
disputes. . : :
2. Conciliation in Asia.
3. Mediation in Europe.
C. Disputants will increasingly enjoy the benefits of
ADR if it is understood, constructed and utilized
intelligently. -
{
\
D. ADR will wither if not understood, constructed or "
utilized intelligently. =
Many matters must be'Iitigated.

1.

But statistics show more than 90%, maybe more
than 95%, of IP lawsuits are settled before

trial. =~

With this fact, together with the high cost

of litigation in terms of $, emotion, time

and- other ‘resources, it makes eminent sense
to consider ADR earlier rather than later,
and to- encourage the parties to put their
dispute behind them and get on with their
customary bu51nesses.

As counsel we must be 1nformed AED we must be
ready and able to recommend and to utilize

- ADR.

D7/06/968 12:45 pm
14 99999, 098 - [NY] 298789.1
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OVERVIEW OF ADR PROCEDURES

A INTRODUCUON

' Alternative Dispute Reso!unon (ADR) techniques genem!ly fall into two

o f.: “categories: - (1) adjudicative and (2) non-adjudicative, These are not crisp. categorxu, because
"~ often the process of finding a solution to a problem will embrace both categories ~ typically,
. when the process flows fmm a non-adjudxmvc state 1o an adjudxcauve sta.te or_vice versa -

This short overview touches on some issues that deserve attention in mpect of -

afew spcc:ﬁc ADR techniques.
By / A ADJUDIOIHVE PROCESSES

_ A. An'utmrwu
' Among adjudlauve ADR techmqucs. axbltrauon usually rises to the top of the

hst For many years, arbitration has been utilized in the Umted States to resolve licensing

disputes concerning inteliectual property rights. Of course, since 1983, binding arbitration of -

 all issues relating to United States patents, under appropriate circumstances, has been sanctioned
- under 35 U.S.C. § 294. Arbitration of other intellectual property issues, including validity and

enforceability, seems to be generally sancuoned by the Judxcxary, absent specific contractual or

_ =-leglslat1ve rcstncnons to the contrary

Arbitration may be bmdmg or non-bmdmg (Non—bmdmg arbmauon, while

- adjudicative insofar as the specific arbitraion proceeding is concerned, maz be part of a Iarger
. ‘non-adjudicative process.) Arbitration may be the result of an agreement
- or of an initiative by a court. Arbitration may be administered by an institution and subject o
~+'the institution’s rules®, or it may be: administered- by the parties sub;ect to- rules the parties

the

create, or it may reflect elements of both. Even in administered arbitrations, it is not unusual

‘e for the parties-and the arbltr.uor to. agrec to depan from the. admmxstmnve institution’s
- published rules. _ _ L

' An arbitrator's decision is embodied in an award. Ifa party is concemed about
collateral estoppel effects of an award or other adverse commercial effects (e 8., providing a
road map as t0 how not to infringe), a reasoned award may not be desired. Aiso, ' conventional

- wisdom suggests that a reasoned award may be snore suscepuble to modlﬁcauon or vacation by
' .-a_.'acounma.nabarc wm-losc awa.rd EER _ _ .

Because arbm'anon is usuany the product of an agrecment between thm .
the parties can set the course of the proceedings, specify issues, fix time limits and the

. scope of the arbitrator’s ‘authority. . A full understanding by counsel and client, and the
©+ & arbitrator, -of these dimensions and thcxr 1mphcauons is neccssary to the efficient, cxpedmous
S ."and equxtable use of arbmanon 3

The right to appml an arbu:anon award is limited by leglslanon and- by judicial

opinion’. That right may be modified by the parties, e.g., enlarged so that the Court performs
- “afnllorc typical role i in a.sccnammg whether ﬁndmgs of far.:t are c!mly £ITONCOUS OF conclusmns
~ of laware correct. . o __

APPENDIX A




" permitting the proceeding 10 expand and to absorb as much time, energy and money as the -

Many of us on many occasions have urged that a fundamental requisite of <

arbitration is a seasoned arbitrator, available when needed, willing and able to move the .

- . proceedings forward, and dedicated to efficiency and faimess. Arbitration has sometimes

. _received bad press, occasionally tecause an arbitrator appeared to split the baby (perhaps an
..exaggerated impression in many cases). But a more severe ¢;awback may be an arbitrator’s

“to fit their specific needs.

o - undertaken are negotiated by the parties and the neutral. -

.. a former jurist) presides and judgment is ultimately entered in a court. Where sanctioned by
... local legislation, the private judgment may be subject to appeal in the local court system. '

Il NON-ADJUDICATIVE PROCESSES

Felationships is presented by non-adjudicative processes. -

“Negouation per se is not explored in depth in this Guide.)

~~-complex-litigation it was_expected to supplant (a matter of substantial concem and severe -
consequence). Fortunately, this result is n"of"if"all"’"mevnablcﬂorr-evcn;hkelywxfmthe,@:bma:ox:.;ua_ﬁ_,.._,__ﬁw_w_w._ﬂwg,‘,

The disclosure requirements of 35 U.S.C. § 294(d) and (e) have sometimes been

invoked as discouraging the use of arbitration to resolve patent disputes. This does not seem - -

_entirely sound in light of the nesd to file in court an arbitration award whenever the award is
challenged or judgment is sought on the award.

... Arbitration has worked, and efficiently and effectively so, in intellectual property
.. disputes. It has been utilized in lieu of litigation and in lieu of Patent Office adjudication. It
- can continue to work, especially if counsel and clients recognize that arbitration can be tailored

'B. Other Techniques

) A neutral fact finder or a néutré.l legal expert may be cngag.ed' to rule on a
specific issue. As with an arbitrator, the terms and conditions on which the neutral’s work is

~ Also, a private trial ('re_:.:t-a-j.udge'):méyabc agreed .upon. Here, a "judge” (often ( B

B Another technique is a2 proceeding before a special master appointed by a court
pursuant to Rule 53, F.R.Civ.P. Substantial intellectual property disputes have been presided
. over _by special ‘masters, _ :

B . Non-adjudicative processes typicaily focus on aiding the parties themseives to find
a solution to a proolem.  Flexibility, participation and control by the parries themselves are
., hallmarks of such processes. Importantly, the opportunity to preserve or to create business

R .. Among the non-adjudicative processes employed in intellectual property disputes

~ are mediation, mini-trial, early neutral evaluation, summary jury trial, and many variants on
these themes. Each of these is a form of facilitated negotiation in which the parties participate
directly.  (Of course negotiation itself is a non-adjudicative dispute resolution process.

] Eachofmefourpmeesseswediscusshcrehasbechused-sooﬂbnthatcounsd
and clients need not reinvent the wheel. Many forms of model rules and actual agreements
have been drafted and disseminated. - :




. r'/’_

A, Mediation
In mediation, a neutral mediator. facilitates commurumon. ncgouauon 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 nzeds and interests, and create

a mutually bmeﬁczal formula for mecnng the needs and mtcrests

The. medxator May. express.a. vxewwonpthe mc.nts 1£wmqucstedwbymthewpamu :

T """'Howevcr. many practitioners are concerned that m,@_u_l_F,thc mediator may appear to have
R cornpmmxsed e med.lator s abxhty to. fac:htate proble solving m an even-handed manner.

Also, the mediator maycaucus pnvatelymﬂtachpanyand shuttlebetween the
fnmcs. In_so domg. it is imperative that the mediator preserve in confidence any information

learned from a party which the party does not want disclosed. Because some practitioners view

tecaucusaasmnngconcemmtheabsmtpanyastowhemrthemedmorusomdww

~ priva
gemg 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
medxator and a party occumng in the pmce of all parncs ' '

It is critically 1mportant that a represcntauve of each pany wnh authority to settle

L ) :_.'(1 €. an. mdmdua.l party or an officer of a corporation) be present throughout the. mediation.
" "This includes, importantly, interested but unnamed parties, such as an insurance carrier or a
hccnsee Medmnon will hardiy ever be successful if thls condmon is not satisfied.

F‘mal]y, the background traxmng -and expenence of a med:ator is. lmpomnt.

"‘:Medmtors 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 petform

competently. The mediation process is so different and so fluid in comparison with an

) _ad_;udmnve process, the mediator must have training so as to be fully prepamd to assut the

Mediation has worked effectively in resolving intellectual property dlsputu 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 litigation. It appears fo be burgeonmg as a well accepted
alternative to full-time, all-out lmgauon

' o Mxmtmls are weu-hlown in’ the mtellecmal property field. Indeed, the vé:y first
rmmtnal in the United States is widely regarded has having occurred in 1978 in a patent

' mfnngement dxspute betwem TRW and Telecredu.

A numtnal isa hnd of facahtated negonanon in wluch a panel comprmngpatty

representatives authorized to settle and (usually) a neutral, hears arguments by each party’s

counsel and immediately confers in an attempt to settle the matter. The sertiement discussions

- are facilitated by the neutral who acts very much like a mediator. The presence of a neutral
s usually a plus, if not a sine qua non.. 'I‘he presencc of authonzed represcntatxves of all
'___mterestedpamesnsesmual L . _ L




C.  Early Newral Evaluation

. - Early neutral evaluation is usually a court-annexed procedure. Invented in the
Northem District of California, this procedure has enjoyed commercial success in va~~r« other

.. cnurts.

ically, after the pleedmgs are closed a respec:ed neutra! hears argument by

merits, and in the absence of seitlement, assists in working out a pretrial schedule, Like
- mediation and minitrials, it is imperative that a representative from each interested party with
- authomy to senle attend early neutral evaluation sessxons

R Early neutral evaluation has been suceessful both in setthng intellectual pmpeuy
= dxsputes and m assxsong parnes and courts. in developmg and tmplementmg dxseovery

L 3._-‘schedu1es

Summary Jury Thal

Summary jury trials also have been useful in assisting pames to mtelleotual '

. property actions resolve their differences. ‘Judge Thomas Lambros in the Northern District of
o Olgo ;s crgdned with ongmanng tl'us prooess It has been used hundreds of nmes in that district
- .. and elsewhere . |

The same cast of characters asina numma’lerarucxpates - plus a judge and an
... .empaneled jury. Counsel argue to the jury, and the jury deliberates and renders a verdict, all
.+ in.a short time (e.g. a ly) Immediately upon hearmg the j Jury s verdict, the pamet oonfer
e -_jwuh the objectxve of reso ving the drspute '

: . . Summary Jury. trials “often ‘occur on the eve: of a long jury tnal in. a large
complex case.

_ IV. END NOTES

‘ ‘f‘iA. " Hybrid Processes

Many combinations of the foregoxng processes, and _variants of the processes,
nave been utilized in resoiving inteliectual property disputes. ~Paries have provided for
negotiation, followed by mediation, followed by arbitration. Parties have agreed to mediation,
- and having mediated to close to a solutxon, have agreed to put the remauung ISSBCS to an

- '_::_"arbnrazor

The literature is rich, as is the experience of some {)xacnnoners, wnh cre'atwe
:techmques for encouraging and enabhng pames to solve thetr prob ems S

Getuug To The Table
Persuadm parties to talk has been a recurring issue. A pre-dlspute ADR clause

..counsel, attempts to assist the parties:in negotiating a seitlement,. .renders_an_opinion.on.the.....

" has posed hnle problem A post-dispze 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 _'

4
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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 * T

without fear of waiving the white flag and without inferring an adversary who proposes ADR
. .is waiving that flag. =~ __

* " _.both know- the cost of litigation, or because both know the court will encourage, if not order,
: complaint s filed, on the eve of arguing a motion, on the sve of t:riz_ll, during qial_or;aﬁer trial.

i occur, ‘or strategic litigation is otherwise an imperative, the parties may never get to the table.

' ' —So with the psychological barriers receding, what does counsel or*'a??ﬂny“do**%*w
. absent 2 ‘court order? = Counsel can call counsel, simply as a matter of professional
: raponsibi_lim.{ to explore the prospects of ADR. Management can call management, because

.. ‘ADR: " These communications can occur at any time — e.g. during early negotiations, when a

" Of course, if it is a bet-your-business case, emotions are running high, a
- precedent is needed, a licensing program 1s to be protected, truly irreparable harm is about to

Some issues must be litigated. | ADR wxll not solve every problem between a.ll parties.
'C.  Finding A Neutral

im0 The importance of engaging a competent neutral shines through _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. - - - o

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 themselves 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. AR DR

. _ Also, it is imperative that each potential licuual_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 tcntanm

- explored here and skeptically utilized there, until perhaps the last half dozen years during wi L
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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End Notes

N M'Mhbdnyofm:lbaudﬁnpmyluwmmeumsm -Wuumromonmmmq
lmﬂcc:mlh-opmyonpm WIPO, 1994.

g KA Pileni Arbitration Ruics, MACommercnlA:bmnonRulu AMSupplﬂnmnrythdeor :

'-={"-1.'..—ge.Comphxam WIPO Arbitration Rules, ICC Rules of Conciliation And Arbitntion. All of these Rules are

-+ reproduced in the Appondix to this Guide. In addition to the many mofrulajuumnd lrumufor

" Resolution has formulated model rules for arbitratiag technology di -'By way of example, CPR Rules For Non-
-mmmmormmrmmuamm@mdmdmmw In contrast 1o the AAA
and others, CPR does not administer arbitrations conducted uant 1o its model rules. CPR does, however, assist pastics
.mfomﬂnm;ADRpmeadum selocting neutrals, and the - A comparison of AAA Patent Arbitration Rulcs and CPR
Rules For Noo-Administered Arbitration can be found in Plant, 'Bu:dmg A:bmmu Of U.S Pmu Jowrnal Of
Imcmuldrbwmn Vol 10, No. 3, p. 19(1993) o

Albmn and-Arbitration Chm Imﬂccmal Pmpcro' Cnmdliug end ngarwn Mau.hew Bandc&

Cs Py
. G (mt).p 20-1 (currently being revised).

4. Pis et Cables D'Aciet de Lens v. Midland Metals Corp.suFS"PP 240(39"" 1984).

5. Many ommnuom have formulated terms and conditions for medamon e.g. CPR Model Proccdure for
M:l:uon of Bunnm Dupum MA Commm:ul Mcdlmon Rulu. WIPO Mednunn Rules. All of these are leproduod
| Appuldu

6. See Kenneth Adamo 5 n.nd Debonh Rodc-mg s tabulation of ADR upeeu of l.hc rulu of the 94 Uml'.ed States
.Dm Courts lppeu-mg in Ihe Appcndu e - ‘ ,
R At A modest bibliography of informative books and hmdbooh followa:

, :MA chhurmmldrbm Kir (1993) :
" 'ABA, Commercial Arbirasion for the 19903 (1991).
"+ Arnold, Patent Alternanive Dispwie Resolusion Handbook (199!)
Brazil, Effecrive Approaches 1o Settlement: A Handbook for I.auycr: and Judges ( 1988)
CPR Legal Program, ADR and the Courte (1987).
. CPR Legal Program, Comaining Legal Costy (1988). :
"/ 'CPR Legal Program, Model ADR Procedures - Alterasive Dispwie Resolution In Techmbgy Dupum (1993)
-+, Finkelstein, ADR In Trademark & Unfair Compmnm Dbpnm (19‘94) o
... Fishér, Ury, Getting To Yes (2d ed. 1991). B
" Galton, Representing Clients in Mediation (1994).
' Goldberg, Sander, Rogens, Dispute Resolution (1992). .
- ~Henry, Licberman, The Mmger: Guide To Resolving Legal Dupaua (1985)
*-‘Hmu;w. cm---’-’ Ardivaricn Barndbssk ‘:‘H:}
o Macneil, Spc 7, Stipanowich, Federal Arbirration Low (1994). '
#he o National ADR instivnte for Fedenl Judges, Judgpe 's Deskbook On Court ADR (1993)
. . Redfern, Hunter, Law and Pracnce of In cmmoud Cmcrcml Arbirration {(1991).
Rogers, McBwen, Mediation (1989). S o
Ury, Brew, Goldberg, Gezing Disputes Resolved (1993).
Ury. Gtmag Past No: Negoriating Witk Difficult People (1991).
Dmm Lcmw Nmon & Irvuu ADR Praciice 800& (19'90 1992 Suppl )

" A more ennuwe bibhognphy ppeary in the Appcndxx
8. Sce 0.6, gupn.
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In the absence of contract language to the contrary, all intellectual
Properly issues appear to be the proper subject of binding arbitration in

the United States.

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

issues,
‘Patent Arbitration
" Until 1983, U.5. courts generzlly

_.refused to order binding arbitration of .

issues as to patent validity and enforce-

*to be “inappropriate for arbifration pro-

ceedings and should be decided by a_
court of law, given the great public inter-+
est in challenging involid palents.”1

. § 294 (effective February 27, 1983), the

arbitrability of patent disputes under LS. .
law is no longer in question on this
.. ‘ground, Voluntary, binding arbitration of .
. patent validity, enforceability and.

infringement is expressly provided for in

Section 294.

Similarly, with the addition of
Subsection (d) to 35 US.C. § 135 in 1984,
parties to a patent interfercnce may also
“determine such contest or any aspect
thereof by [binding] arbitration.” Secton
135(d) reserves to the Commissioner of
Patents and Trademarks the right to
determine patentability. '

Section 294(b) provides itfer alia that
all patent detenses under 35 U.S.C, § 282
“shall be considered by the arbitrator if
raiscd by any party to the proceeding.”®
Express inclusion of these defenses in”
Seciion 294 has foreclosed any serious
guestion as to the scope of patent issucs
properly subject to binding arbitration. In

short, virtually every defonse to a claim -

under a LLS. patent may be the subject of
binding atrbitrakion under Section 294, :

These defenses 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, ine.
v. Photomatrix Carporation,® the district
court noted, withoul reservation or other

comment, that it was “likely that the .

California arbitrators, while addressing

the validity and scope of the 1987 -

~ Agreement, will alse address whether
there has been a transfer of rights to one
or more claims of the patent by virtue of
ihe agreemnent.”

‘ Interestingly, Section 294 was
invoked in Warner & Swasey Co. v,
Satvagnini Traunsfericn.* An exclusive
licensing agreement pravided that any

L issus ; may be heard OI'IIY by U.S.dlsh’lct cm.g. “ The siRhoris the chiinman of _
“ability-Such-patent-law i Esue.‘ii«'were-'vsaid%-=-:‘—.-Tk}e_.*eourt—Gf—Appeals_ffDF-.-.the-\--]%‘Eder‘al@Amﬁﬁiﬁf{n"ﬂﬁ;u.kﬁrmﬂy;FL;___._.-..-»-—-—. N
Circuit appears to favor arbitration, in - taw Association and # parter

-Corporation,® the court of appeals upheld

a-district court order staying a patent
Fowever, with the enacirment of 35 US.C. ¥ i - e ying 2 B

“the Federal Circuit has refused to permit

;- secrets, trademark infringement and false
Tepreseniations as t0 source. An [TC

action for breach of contract would be

brought in Italy, The District Court cited

Section 294 in rejecting plantiff’s con- By David Plant - -
tention that patent infringment claims = "™

<+ ire ADR Committee. of the

general. In In re Medical Enginecring  ai the New York firm of Fish & |
i Neave. This arlicle is an up-

‘tarad and revised varsion of a
pEP : y .. donger papar pressnted gt the
infringement action in favor-of arbitra--* w‘,,;d,ﬁd, F;m,,., on the

tion, Earlier in Rhone-Poulenc Specialties  Arbitration of intetioctual
Chimigues v. SCM Corp.,” the court of ~ Property Disputes, held in
appeals construed an arbitration clause in ~ F#7¢va- :
a patent-license agreement to include 570
issues as to the scope of the claims of the .
licensed patent as well as infringement ™
issues.® Tn Rhone-Pouléne, the Court of
Appeals invoked Mitsubishi Mofors v.
Soler Chrysler-Plymmith,? to the effect that
the “ intentions [of the parties} are gener-
ously constrited as to issues of arbitrabili-

L “]u

However, the Court of Appeals for

arbitration to supersede the jurisdiction
of the U.S. International Trade Com-
mission {ITC) over intellectual property
issues arising in a 19 U.5.C, § 1337(a) pro-
ceeding. ! The ITC complaint was based
on alleged misappropriation of trade

EN

Administrative Law Judge had terminat-
ed the proceeding on the ground of (1) an
arbitration clause,!? (2} a previous ITC -
decision terminating 2 proceeding in lght
of an arbitration agreement, and (3} a fedl-
eral district.court decision that Farrel

ogal history is replete with iflustrations of haw the evolution .
of the modern-day system of arbitration of commercial and .
Iabor disputes was met with rasistance by.the court system.
stration in it 8pplicetion to intellectus! property issuas aiso fol- -
" lowag 8 long and difficult rosd to acceptance by the courls, says the -
author. That has, for the most part, changed, Now. he says; ~ail T
intellectual propeérty issues sppear to ba the propar subject of bind- ™|
ing prbitration.” This is not to asgart that there are no substantive .. "'
intellectual property policy issues remaining to be addressad, of . .- -
course. Matters of arbitrability remain open to intarpretation by the -
courts, though careful tailoring of the termg of arbitration can do -
much to clarity any controversy and move disputes swiltly to resolg-
rion. : ’ T
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must pursue its claims before an [TC arbi-
tration penel.’? The Commission agreed

- with the AL] and cited Mitsubishi Mofors!d

in 5upport of its view that

- “’a party to an international transac-

tion wili be required o honor its agree-

ment to arbitrate disputes invelving
statutory c¢laims under US. law when-

© the arbitration agreement reaches the
‘statutory issues and when there are no
" lepgal constraints external to the agree-

© ment wh:ch forc‘clme arb:tratmn of
- such claims i«

Commission can consider remedies
ordered by an arbitral tribunal.2¢
A similar situation may obtain with

-.the United States Federal Trade

Commission (FTC), the domestic analog

. to the ITC. The FTC is empowered and

directed by 15 U.S.C. § 45a)2) to prevent
the use of "unfair methods of competiltion
in or affecting commerce and unfair or
deceptive acts Or practices in ov affecting
commerce.” 15 US.C, § 45(b) requires an

investigation by the FTC where “the
i Commission shall have reason to believe”

e i)

P

S0 JULY 1898

Inteliectual - -

Pro
Semp:\:!

Set For NYC ..

rbitration and -

mediztion of -

inteflectual
proparty disputas will be

_to be sponaored by

York on Oct. 24, .
: Spenkem will discuss "
rthe differences in"ADR"
practices in the Unitad
States, Eurcpe and
- Asiag:Davig W;..Plant, .
chair of the associa-
Jien's Commiltee on
.} Avbitration, will séerve
T a8 moderator, ;
Thae gpeakers ara:
Jamas E. Brumm,

director and general =
counset of Mitsubishi
frtornasional Corp.;
Deborah Enix-Ross,

- legat affairs director of

. the WS, Councll for
Internationat Business;
Francia Gurry, dirtector/ .
advisor, Workd Intellec--
1ual Praperty Organi-
zaton Arbitration Cen-
tor, Gonava; Dr. Julian
Low, partner, Herbari
Smith, London.

For more information,

call Karen H. Milton, -
ABCNY director of
education and Iralning,
at (212) 382-6619.. W

withe doctiz of a seminer 7

“the Aszociation of thé naf
1| - Bar.of the.City of New. - |-

executive vice president, il

; The Cnurt of Appeals for the Federal
Circuit found such a "legal constraint [ 1.
.". . which Foreclosels] arbitration” and

__;;'cv_ersecl on the grounds that (1) the
directions of 19 11.5.C. § 1337(k)1) and
(e} are mandarory (i.¢., the Commission,

“chall investigate” and “shall determine”

.whether or not there is a violation) and ..

(2) the narrow exceptlions of Section

-+337(c) to the statutory mandate do not
“embrace a private ﬂgrcemcnt to arbi-
R trate 16 ,
The court noted that Mitsubishi's TR
' '-J:mmg was confined o judicial proceed-,
ings, did not extend to administrative
proceedings, and thus was ronsistent
with the court of appeals’ ruling. The ..
court invoked Milsubishi’s statement that .
not “all controversies implicating statuto- |
1y rights are suitable for arbitration . ., .
~[1Jt "is the congressional intention
. expressed in some other statute on which -
the courts muast rely to identify any cate-
| gorv of claims as to which agreements to -

arbitrate will be held unenforceable.”t?
The court also _
Interstatef/fohuson Lawe Corp.,'® where an

" “arbitration agreement operated as a waiv-

er of access orily to a judicial Torum and

.ot an administrative forum.
Thus, it appears that, 110lWIth€tnTtd— .

ing an otherwise binding and enforceable

agreement to arbitrate, a party to such
agreement may-attempt to persuade the.

[TC to investigate and determnine whether

--0r not there is a violation ol Section
- 337(a), and if successful, may aburt--arbi—_
fration.

- The Farrel decision is directed to the

mpact of a prior agreement o arbitrate
after an ITC investigation has com- -
1-menced. Query whether a party who

wishes that the otherwise agreed to arbis -
 tration . go forward may successfully

cnjoin the potential [TC complainant .
“trom requesting that the ITC initiate an
_The arbilratnr decided the issue of priori-
ty but declined to decide matters of

investigation.’® Also, the court of appeals

acknowledged the possibility that the .

cited™ Gilmer v, ¢ inke| . )
_lssues by way of binding arbitration in

thefe is & violaton o where iU shall ™
.- appear to the Commission that a proceed-

would be to the interest of

ing by iL . ..
. ¥ In the event the FTC does

the public . .

-initiate an investigation, 15 US.C. § 45(a) -
provides that (1) the FTC shall issue and

serve a complaint, and {2) the person
charged shall have the right to appear and
show cause why an order should not be
entered against the person. Thus, once an
FIC investigation commences, a parly to

_an arbitration agreement may invoke

such an event in line with Farrel to abort

-the arbitration, _
We are unaware of anyv case like

Farvel having arisen in the FTC context, If
Farrel were urged in an FTC context, the
differences between the scctions enabling
the FTC and the ITC might afford a per-
suasive argiment that binding arbitration
may properly be used to prevent the use

~of unfair methods of competition over

which the FTC would otherwise have
jurisdiction.

arbitration clauise may permit resolution
of patent {or other intellectual property)

lieu of a proceeding before a U, coun,
but not always in liew of a proceeding
before a U.S, administrative agency, espe-
cially the ITC and perhaps the FTC.
Turning now to patent interferences,
there is doubt as to the value of arbittation of
an interference (as p-m\.':dmi for in 33 USC.

5 135(d)) because e Patent and Trademark

Offn.e is not bound as e any issuc of
patentability.?! Nevertheless, arbitration of

" terference issues has been undertaken on
amore than one occasion - and has been
reported in at least one case. In Uhier v,

Hiraga,?? the parties to an interference
entered into an arbitrabion agreement to

“ ‘avuid the delay and expense associ-
ated with (ormal interference proceed-
ings in the [FTO] and in the Courts of
the United Statey. ... " "%

The net of the foregoing is that an




ent By: DAVIDWPLANT; 60385262654 ; - Jun-21-00 12:12; 7 Page 510

.pawnrability which he submitted to the into one “arising under” the patent
11.8. Patent & Trademark Office. - . - laws as required to render the jurisdic- -
" But the express language of Section tion of the district court based on sec-
135{d) provides only that the Com- tion 1338 “# - . _
" paissioner is not precluded from deter- . Howaver, Additipe Controls & : . Fa
mining patentability. It does not prechude . Megsirements Sys. v. Flowdats,? held that,
. “an arbitrator from making such a deter- in the context of a state law business dis-
h miqation sublect to the Commissionor's paragement claim originally brought in
- review. ) state court, the dispute belonged in feder-
© Arbitration of patent issues may be . al court because plaintiff's right to relief
possible even apart from Section 294. Tf . pecessarily depended on resolution of a
the arbitration arises out of a contract dis-  substantial question of patent law, viz.
- -pute {¢.g., whether or not royalties are  the falsity of defendant‘s accusations of

; &ue“under“.rpato.m'-"litensc“a'grcement);"”-'p'atent' infringement by AddiHve Controfs;
- walidity may not be in issue and Section  the Court of Appeals for the Federal
i 294 may play no role, especially if the  Circuit distinguis other opinions on
- contract Hmits the arbitrator’s powers in ' the ground that in those cascs plaintiff's
this regard.2* The Court of Appeals for right to relief did not depend upon reso-
- the Federal Circuit has endorsed » district lution of a substantial question of patent
- court’s characterization of the arbitrator’s - law. : :
powers: - ~" The net of the Federal Circuit opin-
“#*The court holds that the arbitrators ~lons discussed above is th‘at—in l_iEh*_ of
“in this case did not imperfectly execute -the recent trend encouraging arbitration

* their powers by refusing to invalidate - in fields previougly reserved for resolu-

- Wright's patents. The arbitrators’ tion in the courts, the lack of express pre- - =
“powers” in this case were derived ©Mptive fonguage in the statute or legisla- ...
from the agreement of the parties and  tive history of 35 U.S.C. § 294, and the.. .
the goverring federal law. Those pow-  Supreme Court's willingness to aliow ... .

" - ers were limited primarily to constry-  Parties to choose the law can R
 ing the vontract between the patties to Eg:;’?ﬁ;;ggg‘ltg“; t::;d N —
N i : i - ¥ ! - . e L :
determine wl“\cﬂ'_:er. or not certain tech tore limitations to Hhe con. Virtually every defense to a
nology came within the scope of the (OTY Hmi Isi d United Stat
© parties’ agreement. The arbitrators did - fTary—issues of patent Claim under a Unhed laes
“'npt have any power to invalidate validity, enforceability ‘and- patent may be th@.s_.l,'hle'*‘t of
"patenl:s, since ;he palir;‘ies ne;f.a'l agrhced ;331238(1‘::?:;::1?:%?;3?:; binding arbitration under
to arbitrate the validity o right’'s ) Tonr BEREE IR I S
patents, nor does federalylaw give%arbi-' outside the scope of 35 Section 294. Dot
" trators an independent power o inval- _U'E"C‘ §294. : - S A
“idate patents.” "2 ' - S
Curther, if a patent issuc is amenable
to resolution in a non-federal forum, such Although Congress has authorized
© as a state court, then it should also be' 4ibivation ﬁ)r patent disputes, it has not
. subject to resolution by arbitration wholly * done so for copyright disputes®™ Never-
apart from Section 284. For example, ina  jheless, copyright license agreements may S
. dispute as to whether a state c?u_ﬂ Was  properly provliqe for binding arbitration o
. ...the praper forum to decide "riphts” 5 disputes arising out of the agreement.
between the parties to a patent and how - These agreements have been challenged. -
.~those rights relate to the partics' finandal  under 28 U.S.C. § 1338(a), which gives .
rights and 02“3&“']0115 lfn‘;ier a F“;'Chi';ie “Federal distriet courts “original jarisdic.
" agreement, the Court of Appeals for the - fjon” of actions for copyright infringe-
ch_cral Circul.t afﬁrm("d a district ('Dulrt'ﬁ menl as weu as for pa[gzt 'ignfﬂngemebnt‘ S
- decision to dismiss for lack of subject  In pddition, as was the case in patent dis- -
1338La).* The eourt of appeals foun a ublic poticy prohibits the sobmission of -
~ an evaluation of the validily or “true™ Eupyrig%? cl'air‘:u to arbitration—or at the
__value of the patent would be only an ele-  least, precludes arbitrators from deter-
‘ment of a defense to the contract action  mining the validity ot copyrights. These

-

/

Ew N

:_c.opy'right iasues

- and held that _ : - arguments have generally not been sue- -
© “the fact that patent issues are relevant '~ cesstul. _ o _
under state contract law to the reselu- In Kamakazi Music Corp. v. Robkins

" tion of a contract dispute ‘cannot pussi-  Music Corp.,3¢ the Court of Appeals
“bly convert a suit for breach ot contract endorsed Lhe arbitrability of copyright - - .

————
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. court ruled that the suit was for copyright The court stated that because the

T P infringement and the court had jurisdic-  arbitration of a dispute involving an eco-

The' court iof Eap_paal.s. ~Hon, and ordered the case to arbitration. nomic monopoly (e, antitrust) was noy
held that public... - Thereafter; the -arbitrator-rendered an—considerad-a-threat-to public-policy by thg 1

~policy doss not
~prohibit the
mission of -

infringement claims

to arbitration. -

infringement claims where copyright
validity was not in issue. Kamakazi sued
for copyTight infringement after a license
had expired, berause Robbins continued
1o print and sell the copyrighted works.
Robbins contended that Kamakazi's suit
was for breach of contract and the district
court lacked jurisdiction. In the alterna~
tive, Robbins sought arpitration pursuant
t¢ the license agreement. The district

award in favor of Kamakazi, busing his
remedies oo the U5, Copyright Act, ie.,

= . statutory dameges and attorney’s fees,
: ; o+ . Robbins appealed to the U.S. Court of

o eopyright. 0D
‘that the arbitrator had exceeded his
_ _‘—-._a_uthoriz in applying the Copyright Act
“in the arbi .

Appeals for the Second Circuil, arguing

tration proceeding.
The Court of Appeals for the Second
Circuit made it plain that the claim sent

' to arbitration was for copyright infringe-

ment. Tn “the circumstances of this case,

“the arbitrator had jurisdiction to make an

~award under the Copyright Act,” and

" ”the arbitration clause was broad enough
o encompass Copyright Act claims

‘which required interpretation of the con-

tract.”3 : :
The court of appeals heid that public

- policy does not prohibit the submission
- .of copyright infringement claims to arbi-
.- tration. “The anly "public interest’ in a

:_' copyright claim concerns the monopoly -

lcreated by} a valid copyright.”*2 How-

' __&ver, the court did not have to face that
issue, because the validity of the copy-

right was not at issue in the arbitration.

(in fact, this issue was decided by a dis-
trict court.) Without any such public poli-

, ty vonwern the court of appeals found no

© right infringement. Thus, Kamakazi Joft ~
‘open the questiom of whether the validity
~ of o copyright is arbitrable.

reasori to prohibit the arbitration of copy .

In Saturday Evening Posi Co. v,

" Rumbleseat Press, Inc.® the Court of

Appeals for the Seventh Circuit held that
"‘an arbitrator may determine the validity

- of a copyright when the issue arises in a
“copyright license lawsuit, After the Jicens-

“Uing agrecment between the two parties

* ~had expired, Post filed an action. charg-

ing copyright infringement and seeking

“arbitration. Rumbleseat argued that
“Post's copvrights were invalid and

~ ‘opposed arbitration on the ground that -
~ Congress’ decision o give federal courys -
-registrabion pursuant {0 onc or more state

- exclusive jurisdiction over copyright

A2TJULY 1995

actions in 24 US.C. § 1338(a) implicitly

—

preciuded arbitration of disputes over th, '

validity of a copyright.
The Court of Appeals fur the Sevengy

Circuit rejected this argument where

validity is at issue in a contract dispute,
noting that “a dispute over the terms of 3
copyright license is not deemed to arise
under the Copyright Act” because it i3
Moo remote from the federal grant (the

copyright).”

Supreme Couri, the arbitration of a dis-
pute involving a considerably less dan-
gerous legal monopoly (i.e., copyright)
that could easily be cir¢umvented by the
creation of close substitutes presented

even less of a threat to public policy. ©

Also, the public policy danger was fur-
ther lessened by the fact that the deci-
sions of arbitrators are binding only on
the parties involved and have no value as

.8 precedent. Finally, and of special inter-
..est, the court noted that the danger of
Cmonopoly is “more acutely posed by

patents,” yet Congress had passed 35

L.5.C. § 294 expressly avthorizing the :

‘arbitration of patent validity issues.

Mare recently, i an action involving

‘multiple claims of breach of contract and

copyright infringement, the Court of
Appeals for the Fourth Circuit heid that
the Federal Arbitration Act requires that

" the non-arbitrable issue (according to the
.arbitration agreement) of the royalty
camount be zeparated from the arbitrable
vissues (which included copyright
-infringement, conspiracy to commit copy-

right infringement, fraud and RICO
claims), and thai liligalion should be
stayed pending such arbilration 2

Fublic policy is not likely to contnue
as the primary ¢ohcern in copyright
validity arbitration cases. It is more likely

“that future decisions regarding the arbi-

trability of copyright validity issues will

. depend upon the manner in which the
“courts chopse to interpret the arbitration

clause.

Trademark lasues

In cuntrast to patent rights and copy-

the result of appropriate use of the mark,

“Such rights may be augmented by regis-

tration . pursuant to  the Federal

Trademark (Lanham) Act of 1946, or by

trademark acts, or bath.

rights, rights in a trademark in the U.S, -
“arise primarily under the common law as
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Tt appears that trademark
jssues are arbitrable, depend-

" ing =pon how generously the
courts chupse to interpret the
arbitration agrecment and
related statutes. Given the
~courts’ current attitudes
“toward arbitration, and
" assuming a broad arbitzation
clause in effect at the time of
“the dispute, trademark claims
"' pased On or issues arising out
of a license apreement, rather

than—federal—trademark—f
statute, would Hkely be arbi-
"yrable-—notwithstanding older
_ authority to the contrary. The
" same may be concluded with
respect 10 all issues arising in
" a trademark dispule even
. without a pre-dispute arbitra-
“tion provision,

————

One case in which asbitra-
" tion was denied is Wyatt Larp
" Enterprises v, Sackmai, Tne8 In this case,
. ‘Wyatt Earp claimed trademark infringe-
- ‘ment after the expiration of the license
- agrecment between the two parties,

.. Reflecting an inhospitable view toward

" arbitration, the district court interpreted
the arbitration clavuse to apply only to

.contract disputes arising dircelly out of

. the licensing agreement prior to its expi-
ration:
“Whether or not defendant has com-
peted unfairly with the plaintiff pre-

sents an issue far transcending one

merely 'arising out of or relating to” the

contract between the partics, and it is-

~inconceivable that they intended such

a dispute to be settled by arbitration.”? -

Consequently, the court decided that,
‘because the claim was a tort cause of
action rather than a contract dispute, it
was not covered under the arbitration
- agreement.
. Three years later, the same district
court (but a different judge) distinguished
Wyatt Farp. In Saucy Susan Products, 1ne.
v. Allied Old English, Inc.,* the court ruled
thal disputes involving trademarks and
trade names were arbitrable. Allied had
commenced arbitration proceedings
against Saucy Susan. 'romptly thereafter
Saucy Susan commenced an action in the

. district court against Allied for trademark

cinfringement and unfair competition.
Allied moved to slay the districl court
action and to compel arbitration.

‘The district court ruled that the frede-
mark and unfair competition issues were

subject bo an arbitration agreement. The
~court distinguished Wyntt Earp by noting

that, in contrast Lo Saucy Swusan, the Wyalt
Earp licensing agreement containing the
arbitration clause had expired, and the
acts cemplained of by plaintiff had
occurred after the expiration date. The
court togk into consideration decisions of
the U.S. Court of Appeals [or the Second
Circuit favoring a more liberal construe-

‘Horn of arbitration agreements, and on

this basis, was not persuaded by the dis-
tinction between tort and contract law
expounded in Wystf Eqrp. Significantly,
the courl noted that Saucy Susan Jid not
argue that public policy weighed against
arbitrating claims of ttademark infringe-
ment and unfair compelition. At the same

_time, the district court stated that “it doos

not appear that an agreemoent to arbitrate
future disputes would thwart Con-
gressional policy,”™ As a result, the dis-
trict court decided that the trademark
issues were arbitrable under federal law.
Subsequently, in Homewood Hidustrics,
fnc. v. Caldwetl, a district court in linois

.embraced the older view and devided that

trademark infringement claims were not

- arbitrable. ¥ Homewood sued Caldwell

for trademark infringement, unfair com-

s petition and patent infringement afer

Homewood had terminated a franchise
agreement between the two parties, and
Caldwell had continued to promote the
trademarked and patented products.

" Caldwell moved to compel arbitration

pursuant to the laws of 1llinois under o
pravision in the franchise agreement.

“Season's Greatings’ fodks
OK to me. Let's run it by tha
legal department.”

P
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AAA Rules and Procedures For Handlin
lntellectual Propeﬂy Cases

e use of altemative dmnerasoluton {ADH) prowsm
T ™ resolving imellectual property dispules is increasing -
astachnologwamdlyadvamaaandbusimssessmve .
jor global manutacturing. and marketing advantages. .
ADR methods have proven paricularly effective in the. cbin-

and information industries, - AT
‘Parties to these, disputes’ 'look tothe ruies and proceduras

. Complex Disputes. N
g 'on the AAA's commereial panel, the select, nationwide panel’ SERCH

. tration or mediation,
1984, with claims and counterclaims reaching $5.1 bilion. This

deveﬁpﬁd’b*f tHa Awierican’ Alb:tratlnn Association-for the:—
-’ adminiatration of intellectual property disputes, including the
" Patemt Arbitration Rules, the Commercial Arbitration and .- -
" Mediation Rules, and the Supplamemary Procadures for Large e

- In addition to panslsts with Meﬂecma! pmporty experhsa

for the AAA's Large, Complex Case. Program (LCCP) has 46 -

* arbitrators and medistors speclndaiizmg mld iof intelie-. .
tualpropmy Their backgrounds and’ na axpenenoe'-. :
cover such areas as patent and irademark litipation, trade -~
"sacret, copyright law, compiex technology and contract issuss.
--popyright and trademark registration and licensing, foreign. . .
patsnts. data rights, softwara protection, and transfer of. mta!-
"lectual property. rights. The pamksts provide technk:ai axpertm :
--in such arens as daia communications, compiter and com- . . ...
© puter peripherals, medical devices and. technology, mmmun.-.f ‘
-~ and mioracomputer. hardware_-All LCCP panelists also paruct- ;
pate In special training In the pbjectives, procedures, issues,

. ethice and skills involved in naging & larga compiex arpi-

There wera 13,182 businéss dsputés ﬂled wuth the AAA in

includes 394 patent, licensing, trademark and computer cases -
.with claims and counterclaims totalling $881.3 million. E ]

lomewood opposed, contending that the
fedaral courls had originel jurisdiction

over federal trademark and patent issues,
" Thus, 10 vears before Section 294

became effective, the court held that
claims for infringement of a federally reg-
istered trademark (as well as patent
claims) were not arbitrable because the
jurisdiction of the district courts over a

“cavse of action arising under the federal

“trademark (and patent) laws was exclu-
‘sive pursuant to 28 U.5.C. § 1338. The
Homewoed court did recognize, howoever,

‘that under some circumstances arbitra-
tion might be appropriate:

"However, should it develop from
future pleadings and/or pre-trial dis-

covery that the inslant action is in real-

itv an action on the Franchise
Agreement, this Court does not intend
that this ruling should be a bar to arbi-
tration if arbitration is appropriate,”#

14 JULY 1995

' be settled

plex fast-paced environment af higMechnology emartalnment |

In LLS. Diversified Industries, luc, v.
Barrier Coatings Corporation,** an action for.
breach of contract and trademark

_‘infringement, defendant moved to stay
- proceedings in court pending arbitration.

The arbitration clause was broad;

““Any dispute arising hereunder shall
arbitration . . . according
to the commercial arbitration rules of
the American Arbitration Association
and any award therein may 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

. and granted defendant’s motion. '

The foregoing authorities center on
the effect of an arbitration clause in a pre-
dispute agreement and manifest the need

-for care in drafiing such clauses to effect
-the parties’ intent. The issue not yet

definitively resolved is whether or not a
raked 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 affimative.

-_Fodml Antitrust and Securities Laws

. The more recenl decisions conwerning,
the arbitrability of issues under V.S,
antitrust laws and securities laws 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

onee 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 pnblic

‘policy as a justification for holding fedes-

al antitrust, sccurities, and RICO claims -
nonarbitrable 44

In Scherk v. Alberto-Culver Co,, % the
Supreme Court upheld the srbitrability,

‘with respect to an international arbitra-

tion agreement, of clairms based on allega-
tions 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
“spacifying in advance the forum in which

disputes shall be litigated and the law to
be applied,” the “orderliness and pre-

*dictability essential to any international

business fransaction” would be impossi-
ble to achieve.# The dissent rejected arbi-
tration for Scction 1{b) on stetutory and
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blic policy grounds, but interestingly,
' s;m:j tiat Slilf a question of trademarks

“were the only one involved, the principle .

of The Bremen v. Zapula Off-Shore Co. ¥
(favoring forum selection}, would be con-
Tarolling,” 1€, arbitration would be
allowed.®
: In Mitsubishi,® the Supreme Court
- held that public policy did not preclude
. arbitration of a dispute arising under the

" United States antitrust Jaws, at least in the

.. jntermational context. The Mitsubishi court
- did not address the arbitrability, in the

i “[1-5:;-of -domestic.antitrust claims. This_

left at least three public policy-based
“jesues unresolved: (1) whether the avail-

"ability of treble damages in domestic -

_antitrust actions would preclude arbitra-

tion; (2} whether upholding pre-dispute
agrecments to arbitrate domestic disputes

“would viclate public policy; and (3}
" whether “the pervasive public interest in

enforcement of the anttrust laws,” apd

previously uniformly followed by the
‘Courts of Appeals, would continue to
preclude arhitration of domestic antitrust
claims in general. Each of these questions
has heen addressed by U.S. courts.

o Treble Damages. In 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-

“reluded that “so long as the prospective

" litigant effectivaly may vindicate its statu-

tory cause of action in the arbitral forum,

- the statute will continue to serve buth its

Y romedial and deterrent function®
In later decisions, the Supreme Court -
and uthor courts have extended the rea-

soning of Mitsubishi to the domestic con-
toxt, In McMahon, the Supreme Court
addressed the arbitrability of a RICO

claim, in light of the treble damages avail- -

able under RICO. The court found noth-

©ing in the RICO statute or legislative his-
' tory excluding RICO claims from the
. Tedoral Arbifration Act. The court

invoked Miisiehishi and rejected the con-

tention that public policy precinded arbi-
_trating RICO claims. The court noted that
:the RICO treble damages provisions were
" modeled on the antitrust statutes and saw
- reason to preclude an arbitrator from

“awarding treble damages, or to allow the

treble damages provision of RICO to pre-
clude arbitration of RICO claims,

Treble damages appear to be arbitra-
. ble in domestic antitrust arbitrations as

well. In Kerr-MoGee Refining Corp. v. MIT

.that

“Triumph,* the Court of Appeals for the

Second Cireuit stated in the context of a
RICO arbitration that the arbitrators
could treble their award if they found an

antitrust violation. Indeed the court went

further and stated that in an appropriate

-case arbitrators could enhance their
-award by punitive damages-

» Pre-dispute Agreements to Arbitrate.

‘Prior te Mitsubishi, U.5. courts had’
‘enforced post-dispute agreements to arbi-

trate antitrust issues, The courts anale-
gized these agreements o settlement

-agreements, finding they did not violate

i/}.lbli{.‘ policy. On the contrary, prior to

itsubishi, United States courts had often

refused to enforce pre-dispute agree-

ments to arbitrate on the ground that they

violatesi public policy.” .

The Mitsubishi Court, in the context of

international antitrust claim,
entorced a pre-dispute agreement to arbi-
trate, finding that it did not violate public

“policy. This left the question of whether
. domestic antitrust claims could be arbi-

trated under pre-~dispute agreements to
arhitrate, .

Since Mitsubishi, U.S. courts have per-

mitted arbitration of similar disputes

pre-dispute agreements to arbitrate RICO
claims, securities claims, and Age Dis-
erimination Employment Act (ADEA}
claims. Appellate courts have upheld

such agresments involving Employee

Retiremenl Income Security Act (ERISA)
clamns. ™ - -

cluded arbitration of domestic antitrust
isgues. Since Mitsubishy, in 19835, both dis-
trict and appellate eourts in the U.S. have
guestioned the continued applicability of

the American Safely doctrine with respect

to the arbitrebility of domestic antitrust
disputes.

-~ "The courts in GKG Caribe, inc, v.
MNolkia-Mobira, Inc.,% and Gemea Latine-

- amurica, fnc. v. Seiko Time Corp.** tejected

the Awerican Safety doctrine and allowed
the arbitration of domestic antitrust
issues after reviewing the Supreme
Court's decisions in Mitsubishi and
McMahon. The GKG Caribe court stated
that the Supreme Court “if confronted
squarely with the issue of its {the
American Safety doctrine’s] continued
applicability, would most certaintly dis-

" card said doctrine.”% The Gemeo opinion

iy to the same effect.
Dicte of U.S. courls of appeals are in
accord. 1n Kowalski v. Chicago Tribune

e The Public Interest. In 1968, the
Second Circuit in American Safely™ pre-

“under pre-dispute agreements. Thus, the. '_: -
“Supreme Court has upheld the validity of

Future arbitration

decisions regarding
the arbitrability of
copyright validity
issues will depend
upon the manner in
which the courts
choose to interpret
the arbitration
clause.
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- The issue not yet
deafinitively resolved
is whether or not a
naked claim for
trademark
infringement under
the Lanham Actis

Co.,% the Court of Appeals for the
Seventh Circuit stated that "it seems
unlikely afler McMshon that the principle
of Mitsubishi can be confined to interna-
tional transactions.” The Court of
Appeals for the Eighth Circuit has stated
that Mitsubishi and McMahon “may indi-
cate” that antitrust claims can be made
the subject of arbitration between agree-
ing parties.¥ The dissent was more out-
spoken, stating that McMahon and

T
Mitsubishi, buttressed by Gilmer s «g:
tate” that the antitrust claims of sppeljg, =

are subject to arbitration®
Each of these opinions acknowledm

the arbitrability of pre-dispute agren.

ments to arbitrate, rendering gﬂblic pPoli.
::iy grounds for precluding arbi
o

Accordingly, it is likely that in the future,
courts in the U.5. will find domessj,

antitrust claims arbitrable. _ ™

itration o -
mestic antitrust issues moribung

properly the subject
of binding

I
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MeMaston {hensinafter MeMahon), 482 US,
270 (1EN(finding claims wnder RICO ang
under the Securities Exchange Act of 1934
arbitrable).

217 1.5 506 (1974).
6 14 at 516

SR A07 S T

¥ Supra. vote 45, wt 522,
W Supra, nte 9.

R, oL AR7.

|3 924 F.2d 467, 470 (2nd Cir. 1991),

* Fur example, Cobb v. Lewis, 488 E.2d 41
{3th Cir. 1974)("as a gameral matter, antitrast
<laims are not apprupriale subjects of arbitra-
tivn,.lexcept] ‘'when the agreement to arbij-
trate |s made wfivr the dispute acisus” *} 39

~ FBupp. 99.
¥ Pritzker v. Mereilt Lynch, Pierce. Fenner &

Sindth, 7 T3 18I, 1111-12 (3rd Cir. 1993);
Bird v. Sheursova Lelimen/Amevican Exp.. Inc,

926 F2d 116, 121 20d Cir. 1991).

M Supra, note 43,

%725 £ Supp. 108, 110-113 (D.PR. 1989
' 671 F.Supp. 972, 979 (RD.NY. 1957
= Supra, note 55, 8t FH]L

*¢ 854 T 24 168, 173 (7th Cir. 1939).

* Srwerson s dee Crewm Co. 0. Corsnir Corp., 942
F.24 1307, 1310 {8th Cir. 1981).

® Supra, note 18,
! Supra, note 549, at 1311,
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Draftmg for Conﬁdenua.:’f

| | Arbltrablhty, andl---fEn_forceablh
~_in Intellectual Property,-;{:Agreements
“(with Form)

by David W, Plant

“ADR" refers to alternative dispute resolution; “IE” to intellectual property;
“AAA,” to the American Arbitration Association; “ICC,” to the International

*.*Chamber of Commerce; “WIPO,” to the World Intellectual Property Organi-
. .zation; “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, T.L.A.S. No. 6997, 330 U.N.T.S. 38.

" A. Introduction

1. Alternatives to conventional litigation can be advantageous in protecting

confidential information. Various techniquzs, 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 partnier in the New York City law firm of Fish & Neave. He is a member of
the International Trade Commission Trial Lawyers Association and a member of various
i panels of neutrals.

A complete set of the course materials from which this outlme was drawn may be pur-
B chased from ALl-ABA Call 1- BOO-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 chspute For example,

‘when considering arbitraiion as the dispute resolution process, you must

e be concerned about what issues (eSpecrally mtellectual property issues)

may properly be arbitrated and whether the award may be enforced. If

arbitrability and enforceability-are not ensured, mvestrnents of resources'

in arbitration may yxeld drsapporntmg results :

.Confrdentralrty

_ 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 dxspute, and the terms on whrch the drspute was re-

B solved

a. The advantages of ADR in protecting confxdentra] mformatlon vary
from techmque to techmque : ST

: 4"'b Understandmg those varzatrons wrll go a long way in helpmg busmess

people and the:r counsel select-and unplement an appropnate process.

Adjudicative Alternatives to Litigation. In ad;udrcahve alternatrves 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 general

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 ancrllarv proceedmg wnll be necessary

a. Whether such an Order may be issued by an arbitra! tribunal ls 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 proceedmg For example, for institutional rules:

. i. Article 52 of the WIPO Arbitration Rules pro'vides for a relati\;ely

.- - elaborate ‘procedure for protectmg confidential information, including
~in-exceptional ‘circumstances the appointment of a confrdentrahty ad-

- visor.” Also, Articles 73-76 provrde for the confrdentral treatment of all

~ . aspects of an arbitration. -
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ent and Trade Secret Disputes contains detailed provisions regarding
| confidentiality, including authonzmg the. tnbunal to issue an appropn-

ate order (Rule 17. 6).

SRR

““fi. Rule 33 of the AAA Patent Arbitration Rules Pm"‘des O"IY in terse

_ - iv. Rule 34 of the AAA Commercial Arbitration Rules appears to autho-
__rize the arbitrator to issue an award “to. safeguard the property that is
.- the subject matter of the arbrtration RIC
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p——.

i. Rule 17 of the CPR Rules For 'Non-Adm'inistered Arbitration of Pat-

et i e S ae
P W;ﬂ_\wm-—ﬂv S

SR R i i

terms for the issuance by the arbitrator of an order to protect conftden-
tial information. S

- v. fi’iie 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 'a'p'plicablei rules, the
cultural or experiential background of the arbitral tribunal may play a f)

- decisive role in resolving the' questzon of how far the tribunal will go in .

... .endorsing-a protective order. This is* especially true in multi-national

and multi-cultural arbitration.

. -'Importantiy, post—arbitral proceedmgs often leave otherwise protected
-mformation vulnerable as far as publlc scrutlny is concerned.

S This-is true because to enfor__c__e an arbitral a_Ward against a recalcitrant
-~ loser it is necessary to go to court to seek a judgment on the award. In

doing so, the record of the arbitral proceeding, especxally the 2-1rd

ttself and often the entlre record may not be under seal.

ii. Specific st_eps must b_e _taken_.to -see_k protection from the court in

‘which enforcement (or vacatur) is sought. This is not always available.

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

o _. the U.S. Patent Act (35 U.S.C. -§294(d) and (e)). Section 294(d) and (e)
o require that an award in an arbitration pursuant to section 294 is not
"~ enforceable until the award has been filed with the Commissioner of

* Patents. This, of course, is not consistent: with a desire to maintain
- confidentiality. B
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{ e. Also of interest is 35 U.S.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 . ———-——

-~ ————

i ————gxamiNiNg the “original arbitral award for purposes of determining
' whether or not it ought to be set aside. This, of course, provides fus-
- ther opportunity for public scrutiny of information the parhes thought

K IS was secure in the original arbitration.

3. Also of concern is the prospect of a third party’s relying on an eailier
~award in an arbitration of a United States patent for its estoppel effect
‘under Blonder-Tongue Laboratories v Umvers:ty of Illmozs Faundatwn, 402

| Us.313.(1971).

_'_a'\.'"f"_Addmonally, a party to the earlier arbxtratlon may rely on an arbitral
S jaward for its res ]udxcata effect in later litigation. 2

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

L . 4. Non-Adjudicative Alternatives. With non-adjudicative alternatives to litiga-
" _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 customnarily 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 record in a litigation need be reviewed by the-
" court or otherwise made available to the' public in connechon thh judicial
_.f.;.consxderahon of a settlement agreement -

a. Normally, in non-adjudicative: procedures (e.g., medlatlon), all dxscus-

. sions between the parties, and among the parties and the neutral, are

. regarded as privileged, i.e. within the protection afforded settlement

‘discussions. Also, frequently, the parties need not share with one an-

- other their confldentlal busmess xnformatlon -except with respect to
specnfxc issues.: - :
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b Thus, non-adjudicative proceedings are much less likely to be the sub-
" “ject of public scrutiny, and are less hkely to put confidential informa-

tron on the table.

TN

_5 ;.Coﬁsider.. some,_sp'e.cific_,,situations.

© - a. Conventional Mediation, Customarily, all communications 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 private caucuses.

. i. Ordinarily, the mediator and the parties expressly agree at the outset
__of the mediation that all communications will be confidential, unless
h 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 Commercial
 Mediation Rules, and Atrticle 11 of the ICC Rules of Optional Concrha-

. tlon ) —

ii. The normal aspects of the mediation process go a long way toward
~ insulating a party’s confidential infermation from disclosure to third
~ parties. However, it may not go all the way. If mediation results in a
_ resolution 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 itself

- likely to permit a third party to penetrate the immunity that would
otherwise protect a party’s confidential mformatlon

b, Court-Annexed Non-Ad]ud:cahve Procev'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
judge assngned 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 advising the judge that the proceeding occurred whether or

B not the parties participated and the result. '

c. Summary Jury Trials, In summary jury tnals, the problem of confiden-
tiality is more complex because of the presence of the jury and the

ST
7 . .




56 ALI-ABA COURSE MATERIALS JOURNAL ~ JUNE

. courtroom staff. Thus, this- ADR technique cannot be easily viewed as
consistent with the protection of confidential mforrnanon

d. Ex Parte Submissions to a Neutral. In actual practice, when each party toa
trade secret misappropriation and patent infringement dispute has not

wanted the other party to continue to be exposed to fresh propnetary

information of the party, the parties and the neutral (the author) have
" worked out a procedure whereby the: neutral received ex parte submis-
* 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 Adjudication of Trade Secret Mlsappropnatmn and Patent Dis-

' putes is based on this predicate. . _

6. Interested Non-Parties. Often overlooked is the fact that many non-parties
may have a legitimate interest in the existence of the dlspute and xts out-
come, whether ad]udxcatxve or non-adjudxcatwe R

- a. Non-partles that may have a legmmate lnterest in the existence of the
dispute are:

i .Parent corpm'ations', subsid'iaries Iahd diﬁs}bns_; o
. _u Pnnmpal mvestors and. potentxal mvestors, -
i Indernmtors and insurers; . o |
| n Vendors and customers;
\}. Partners;
vi. L‘ice-nsors and li'cehsees';"
_vn Potentlal xnfrmgers
vii, Govemment regulatory and taxmg agencxes,
ix. Credxtors, and
X- Partles to similar dlsputes

b Tt is not dxff:cult to envision one or more of those non-partxes 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

compromised.

c Arbxtrabihty and Enforceablhty in Atbitration _ U

— U

i T T

1 In dnsputes concemmg mtemahonal commerce, arbitration has many ad-
L ,vantages ‘But arbitration is valuable only to the extent that the agreement
.. to arbitrate can be implemented and the resulting award can be enforced.
. A very important question in international commercial arbitration is
" whether an arbitral award will be enforced in"all relevant countnes, 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 }brk Conventzon 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 arbltrabllxty of intellectual property dlsputes-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, including most important socialist and capitalist trading nations
and an increasing number of developing countries.

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

i. The enforcement of arbitration agreements and the enforceme~* of .
- foreign 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 recogmtlon 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 dlsputes Under Article V(2)(a) recognition and

AT
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~enforcemerit 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 arbztrable in the country Under Artrcle V(Z)(b) that author-

i It has been argued that an arbitral award that c&ﬁho't' be enforced
..because of violation of public policy is also a matter that is not capable

i ‘of arbitration under Article II. See, Mitsubishi Motors Corp u Soler

. Chrysler-Plymouth Inc., 723 F.2d 155, 164 (1st Cir. 1983), revd 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 LS. and Foreign Arbitration: Arbrtmtzon Out of
- Control?, 65 Tu! L Rev 1661 (1991) - R

o c _Artrc_le V(Z) 15'relevantto-mteilectual 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.

( o . " When intellectual property affords the owner the right to exclude the -

publlc from unauthorized use of the property, the intellectual property
. is. manifestly imbued with the publrc interest. co

i. Thus, Article V provides courts of member countries grounds to

.. Tefuse to give effect to an agreement to arbitrate intellectual property

.. disputes and to deny recognition and enforcement of a foreign arbitral

award resolving such disputes—at least when the intellectual property

rights were granted by or regrstered with a governmental agency of the
member ccL m’y ' .

. Asa resu!t, there is troublesome uncertainty about the erbitrébiﬁty
of disputes where intellectual property rights are at issue-especially
: .when different rights granted by different authorities are concerned.

3. Rrghts in thous Countnes New York convention countnes have- apphed
Article V(2). to intellectual property rights such as ownershrp, vahdrty,
mfrmgement and lrcensmg wrth various results.

a. Trade Secrets Drsputes regardlng trade secrets, know-how or confrden-
" tial information are proper subject matter for arbitration in virtually all
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member countries. Ordinarily, these nghts do not arise out of public

o reglstranon or examination.

“i. These dlsputes are usually private in nature, ansmg from breach of
"contract or breach of a duty of confxdenhahty between pnvate parhes

"ii. However, if m;uncttve 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

E arbitration and in countnes where a party may wxsh to enforce the

' award

chensmg Generally, disputes affecting hcensmg or other contract rights

in which only damages are daimed 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 agfeem'ent 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 licensed 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. A licensing dispute to which a government is a party requires special
- consideration, Concern for the public interest may be hezghtened when
" fa govemment is on one side of a dispute. :

: ii ‘Finally, when injunctive relief is sought against a licensee in default,

the public interest (as in the trade secret sxtuanon) may affect both

arbltrablllty 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 if 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 mfrmgemf.m of mtellectual property rights such as patents
~+ ‘and trademarks often include matters extending beyond the private -
:*“interests of the parues to the dispute. Thus, in many countries, dis-

=L putes-over-the scope-and- infringement of a~patent or‘trademark 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. i :

e. Validity and Enforceability of Patents and Trademarks Questmns regardmg

- 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 mterested segment of the pubhc

4 Suggested Contract Language In countnes where the arbxtrabzhty of mtellec—
_.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 nghts between the. parties, notwithstanding an underlying intel-
... lectual property dispute, may be enhanced if no 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 enforcing arbitral. awards relatmg to mtellectua] propertv
.. rights. IR o :

D. Conclusion

1. With rore~ght 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 protectmg
confidential information.

© 2. 'What that procedure should be poses an mterestmg challenge that de-
serves your full attention. _ .




INTELLECTUAL PROPERTY AGREEMENTS 61

1997

... . APPENDIX
_ Model Intellectual Property Dispute Resolutlon Clause
1. This dispute is a private commercial dispute between the parties and
affects international commerce. [Pre-dispute clause: Any dispute arising

P

. hereunder.is likely.to be a private commercial dlspute between the parties
L -.and to affect mternat:onal commerce.] . O

. - 2. 'I'he pames agree that thxs dxspute and all aspects of thls dlspute shall
" be resolved by binding arbitration aaiely for the rights of the parties with

respect to one another

3. If the determmatlon of thlS dlspute necessitates the Arbltrator s consid-

o eration of any issue relevant to the validity, enforceab:hty, 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, prowded however,
that the Arbitrator may- express:a non-binding- view" for the parnes on

. whether in the Arbitrator’s view a court or other government agency of
_competent jurisdiction:would uphold the' validity, 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

a f,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 unenforceab:htv, or infringement or non-infringement of any
such [IP right].

4. The Arbitrator’s award:

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

b. Shall be final, binding and effectlve only between or among the
‘parties; : e

" ¢. 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-

f/ﬁ\‘ | .

~ - ment is entered. K

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. B '
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) ) . ARBITRATION AND INTELLECTUAL PROPERTY DISPUTES
: . ' David W, Plant
Fish & Neave:
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"—“—‘ﬁIﬁ"—INT RODUCTION™ " " =" _ _
. Arbitration is an adjudicative process for resolving disputes. In licu ofa
judge or jury in a court room, one or more (usually, three) private citizens sclected fo .
serve as the arbitral tribunal receive evids#s.and hear argument in 2 conference room or
- similar venue, and render a decision, viz. the award
. Arbmatmn may | be bmdmg or non-bmdmg Non—bmdmg arbitration, while
;3511'“@9@“3’9,@#9@ as the specific arbitration proceeding is concerned, may be part of a
larger n_ox}7gdjudipaﬁye process. Arbitration _}x_s_i;ally is the result of an agreement between
5'_“}?,_1’”59_5»_. b_t,_xt‘it____ may also stem from an initiative by a court. _(C_o_ur_ts .u_:s_ual__l.y order only |
n-on-bihding arbitration.) Arbitréﬁqn__m_ay be édm_inistered by an institution and subject to
thq i,__“?ﬁ‘_“ﬁ‘,’!‘:# rules, or it may be administered by the parties themselves subject to rules
the pg;gi_e§_gre§;e, or 1t may__rqﬂe_qt gi_emen_ts of both. Even in institutionally administered
ar_bitxja_tjqr__ls, it 1s net .qnusu._q;l, for the parties and the arbitrator to agree -to depart from the
‘admisfsteative instittion’s published nues, . '
| ~An a;bitr?tor’s decision is embodied in an award. If a party is concerned
abO“F_QP“?W@IFNQPPFI e_ﬂ'ect_s. of a binding arbitral award or other adverse qqmme;cial
effects (er__gl., _reyeglig;_;g_i qqnﬁd_entfig_l. information or Providing a r_o,.a'd map as to héw not to
‘infringe), a reasoned award may not be desired._ Also, conventional wisdom in the Unitgd

N ©David W. Plant 1996
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States suggests that a reasoned award may be more susceptible to modification or
vacation by a court than a bare "win-lose" award.

Because arbitration is u'sually' the product of ar agreement between the

T, '

" parties (especially, binding arbitration), the parties can set the course of the proceedings,
agree upon governing law and applicable rules, specify issues, fix time limits and define
the scope of the arﬁ:ifféfdfé‘ ‘authority. A full understanding by counsel and client, and

‘the arbitrator, of these dimensions and iheir'iihiiliéations is necessary to the éﬁiéient; o
expedltxous and eqmtable use of arbltratlon .

The right to appeal a bmdmg arbitration award is severely limited by

leglslatmn and by judicial opinion. Under some cnrcumstances in the Umted States that

- nght may be modified by the parties, - e.g., enlarged so that a court or another tnbl.mal

'm'ay pe'rfonn a more typical role in ascertamm’g whether an arblu'a'tor $ _ﬁndmgs of fact
Care clearly erroneous or conclusions of 'Iaw.a'rc' cor"rect;'. S |

A fundamental requisite of arbitration is a seasoned arbitrator, available -f

“when needed, willing and able to'move the proceedings forward, ev'.én-himded, and
dedicated to efficiency and faimess. Arbitration has éometimés'i'éceivgd baa press,
" .occasiqnally because an arbitrator appeared 1o Split thé baby (an :exa'g'gerated i}'npr.cs.sioh
m many cases). But a:more severe drawback may be an érbitz'atar"s permitting the
proceeding to expand and to absorb as much time, energy and mdﬁ_éy as the complex

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




/_;(._.,_ - consequence). Fortunately, this result is not at all inevitable or even likely if the

arbrtrator is selected wnth care. | N TR
_ Arbrtrauon has proved to be practlcable and efﬁcrently and effectlvely 50,
e Fﬁ-—-_in--resol-ﬁns;n_tsﬂecm:alfprope-rﬁy_dmput_csssIt-_—hasf-beef.l_--t_ly!{ziedmfl_l_:e_!i-o_f-l-ms-aﬁoqfwer;l_ -
wide, and in the United States, in lieu of '_Patent_ Ofﬁce adjudi_eaﬁon. It can cont:nue to
. work, especially if counsel and clients recognize that arbitration not only can be, but

 should be, tailored to fit their specific needs.

.11.'; B WHENIS ARBIT_RATION_ APPROPRIATE? |
Arbiufa}ion of _intelﬂleetpal_p_ropherty disputes is appropr_i_ate under many .
6‘; ._ _ ~ circumstances. They include hcensor—hcensee dlsputes, _|omt venture dlsputes |
.technology transfer dlsputes mfrmgement dlsputes and the llke Thrs is true whether the
' 'arbltranon is bmdmg or non—bmdmg | |
Arbm'atlon is not suitable i in counterfeit s'it‘u_ati.ons or othercxrcumstances
w?here imrnedia_te inju_r_rc_ti\re relief__is ne_e__dedr or in_s.imati_ons_ wh_ere a legal preee_dent is )
r\ece_sssry,_ or \srirere other st_ra_tegic considerations .compel litiga_tion.
: | In .a domestrc srtuanon the Ioeal courts may be the preferred recourse and “
.rnay‘ be.wholly effectxve However m an mtematronal sxtnatton local courts may or may
. ~mot be avarlable and 1f avarlable judgrnents they render may not be enforceable asa |

praetlcal r_l__latter. _




- Itxs worthy of note that the World Intellectual Property Ol'gamzauon's ‘ { |
Arbitration and Mediation Centre in Geneva is currently circulating for comment draft

- rules mtended to provrde for immediate (i. e “24 hour”) i mterun relief in bmdmg

ﬁarbrtratlon of mtellectual property drsputes Other arbitration institutions are also

| consrdenng thls 1ssue Ttis lxkely that the WIPO rules will be in place in 1997 What is
 not clear is whether or not they will be utlhzed, and lf so, whether or not they prove to be
practicable. Clients and counsel should keep an eye on developments on this front and
give thorough consideration to utilizing the WIPO immediate interim relief procedure in R
‘situations where it may be eﬂ'leacioos. Even while promulgetton or' the WIPO rules is’
| pend-irx.g', clients arfd.coﬁhsel can use the "prapbséd rules as a model for 'their:o.wn | ‘
_agreement Provndmg for immediate mtenm relief. R - | (:-‘f\ :

‘In bmdmg arbltratton of mtcrnanonal mtellectual prOperty dlsputes . |

attention must be paid to whether or not the subject matter to be arbn:rated is mdeed
 arbitrable, and to yyhether or not an arbitral award w:th respect to that eubject matter will
| be'ehforceable in relevant jurisdieti'o'ns. In the United Stetes, statotory authorsity. penmts
binding arbitration of Virto:al.ly' a_il issues relati_hg to U_niteti States: .p'atents (35 USC o

§ 294; also, § "13'5}'(&))'. There are e'xce'pt:io'ns', but they. a're.rare - althoﬁgh the parties
| ‘themselves may eyee to' exclude certain issues from the bihtiiné :arbitration | jodicial |
oplmon in the Umted States has assured that all other 1ntellectual property 1ssues (e. g

trade mark, copynght trade secret) are also the proper subject of binding arbltranon

- However, such overall authorization of binding arbitration of all intellectual property
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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, confrontthem. . -

'. :,'Fhus;*ab'scnt?compglling“qonun_i:_jf_cinljcircuxnstan'c'es"('e*:g:ﬂre‘n_‘e‘edfforti S

AN
-

immediate injunctive relief) or legal barriers (e.g. patent validity is not arbitrable ina-. |
relevant jurisdiction), arbitration is abundantly appropriate in connection with intellectual

property disput_qs_. 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 Recognition and

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

16997, 330 UN.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 Convention.- The Convention providesa :

“vehicle for enforci.ig 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

: f_sqi__gnatory jurisd_ic_‘tion‘;_‘i:n addition to the -jurisdip_t{ion in which the award is _r_cr_ndcre'd..; s




‘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 afbiﬁ*ﬁﬁ;dﬁ“ﬁﬂéf‘é*di@iitef'aﬁS‘e*é%iﬁ‘fi‘lfdpeﬂy*désignéd*and‘conducted;-isf~—-~—*-

often a salutary way to resolve differences. -

oL SOME CONSIDERATIONS WITH RESPECT TO ARBITRATION CLAUSES
. Arbitration clauses in iriternational commercial contracts, of in domestic
contracts; relating to intellectual property mattérs are typically among the lasttobe ©
considered, negotiated and agreed upon. ACcofdi'ngly, such clauses often suffer from
short shrift. While an arbitration clause dt_ight"n'bt' to be a deal breaker, a thorough
understanding of asbitration and its applicability to'the potential dispute can enhance the |
prospects of settling on an arbitratiﬁ‘n_ clause ﬂl_ﬁt-'effecthely-'lead:s' to resolution of the
 potential dispute with a minimum of ancillary proceedings and a maximum '6f satisfaction
(at least with the proceeding itself, if not — from the loser’s perspective -- the outcome).

- “Post-dispute arbitrgtioﬁ agreements stand in vivid 'ébntrasf to ;,.'L-displzlt'e' -
- afbitration clauses in agreements with réspect to which diﬁphie resﬁlut,ion is a tertiary
concem. In 'posf-‘disp'q'te situations, the primary object of thé agreement is to fashiona
workable dispute resol'ution mechanism. However, because the emotional cm)irthent
may be super charged as result of the dispute having matured, negOti'atin_g'a. post-dispm'e

* clause carries difficulties of its own.




_In any event, clients and counsel should have in mind points of sub_s_tax;_tial '

significance when negotiating an arbitration clause, whether post-dispute or pre-dispute.

- Some of those points are referred to below, primarily in connection with binding

o arbm'atnon R

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

important considerations, because in pre-dispute clauses there is a tendency touse 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
entirely Saﬁgfaqtqry in some circumstances, but clients and _c,o_uns'e_l should be thoroughly

_}famil_ia_r_ with the rules invoked and thoroughly aware of what they are _.agx'eéing=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 'sop_hi,sticat_ed

users, it may be more appropriate for clients and counsel to fashion their own procedure,
ri;l_gs, schedules and the like.. . .

. Third, what issues are to be resolved by the arbitral tribunal? Itis -

- 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 related to the contract -~ including

tort causes of -ac_tiop. 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,
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'dispoéi_tive issue requiring less time and less expense for resolution than an all-out arbitral
" war would engender.

Fourth, how many arbitrators should there be and who should they be? A

A

seasoned, dedicated, ‘even-handed; avallable tribunal is critical to the- successWof the

process. Thus, clients and counsel should ‘cons:der assummg full control of the selection
of arbitrators, leaving to an institution or’btﬁgr bntitf the power to sélect only in the event
of intréct’able ‘disagreement between the parties. Indeed, as the author’s own experience
“confirms, seléction of the -arbitrators can be the subject of a separate mediation ‘pr0§ess
: -IWhere-liec'e'ssary (e.g. two party apﬁoixitéd arbitrators can m_ediaté with clientsand
counsel the selection of the chair). ‘On this score, itis important to anﬁéi;i#téthd -
difficulties posed by multiple party arbitration‘and the appointment of party appointed
arbitrators. The 'pafties should agree as to the 'ali'gmne‘ht'af groups of parties for purposes
of selecting party-appointed arbitrators, or if agreement is not pdSsibl'e,_:l'eﬁve'appoiﬁunent
' (;f all arbitrators to an-'arbitral institution. |
Fifth, are party appointed arbitrators to be neutral and independent? In

_mtcﬁaﬁonal'¢OMercial érbitraﬁoh,' the custom is that all arbitratorsza're neutral and
independent of the appointing party ‘Of course, there are exceptions.” Also; in :clbr"rié'stic.
arbitration in the United States, it may be perfectly acceptable, indeed expected, for a
_party appointed arbi'trz;itor to act as an advocate for the appointing party. Thus, clients
-and counsel must be very clear on the g’rb’hnd"rhles that will govern conduct of party
‘appointed arbitrators. This begins 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 concemed must be very clear on the party appointed arbitrators rights and.

obligations vis-a-vis the appointing party. - —

AN

‘Sixth, where is the arbitration to be held? A country whose lawsand . .

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

t:o;:sidergt_ions_ 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-

n;;tional corporations. _Often, the site of me:axbitra_tion_ itis simply a matterof .. - ..

- convenience for the parties, witnesses and arbitrators (and sometimes, g_cpm}kel)_. 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 far into the

future. Some arbitral institutions and some institutional rules specify the schedule. . -

- Others are silent. Typically, it is up to the parties -- arbitration is a creaiu: . of agreement

- and the parties can fix and can modify the schedule. Not only the parties but also-the

arbitral tnbunal s__hould agree to k_the_ schedule. An open-ended approach, especially.. - -

without written commitment from the tribunal, may lead to interminable proceedings, -

un_gon'trpll_abl_e expense, and justified frustration on the parts of the parties:




" Eighth, what information will be exchanged before the evidentiary heaﬁn_g?
United States _cdunsél are accustomed to extensive discovery. Counsel in other countries

are not. The parties and their counsel should understand fullv what will occur on this

score; and what the consequences will be of failure to provide information called for.
One consequence may be that the arbitral tribunal will draw inferences adverse to a party
" that fails to produce Suéh information. Also, the clients and counsel should understand
that the applicable arbitral law, the c‘omﬁd&iﬁon of ‘tile'tr-ibun'al and th;a'customs': of the
Junsdlctions in which counsel normally practlce all may lend a specxﬂc and specnal
~ character to arbltral proceedmgs That i is, the same arbltratmn under the same arbural
.'.nﬂes'ma'yﬂbc entirely different procedurally, depending on the composition of the tribunal
and the backgrounds of counsel. For example, a tribunal with Swiss natiorial as chair
rﬁay be faxj less generous in permitting bre—heaﬁﬁgf'disé'oi}éfy than a mbuna1 thh an.“ B
American chair. e
Ninth, what will happen at the evidentiary hearing? Clients and counsel
- should understand that in some proceedings dir'éct't'.‘estiﬁlo.ﬁy is taken 6nly on written
“statement, followed -y cross-examination by édﬁris:l, or folldﬁéﬂ 6n1y by inqixismon By
the tribunal. They should un_derstandf also how much time will b:e' allocated to ﬁie |
evidentiary hearing, and also whether ;i:re-héaﬁng‘.briefs, 'posf-heafﬁig brief§ or oral B
argument will be perini-'tted'.'" - o
. Tenth, what about confidentility? 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 partics can enter into agreements to preserve the confidential .
. character of proprictary information that one party may disclose to another. A tribunal

—may-refuse to-order-disclosure-of one party’s confidential information to-another party.

- . non-parties? Non-party licensees, competitors, vendors, customers and future Iitigants:

But what about the outside world if the award is to be taken into cdu,n to be enforced? It o
is entirely likely that the award will be a matter.of public record. (Under 35 U.S.C. .
§ 294(d) and (¢), an award in an arbitration under Section 294 is not enforceable until it s

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

‘may have a legitimate interest in learning the outcome of the arbitration. Somay = -
' "_goy_‘r;p_nlm:qt_‘_ggepgies (e_._'g_. antitrust authorities, tax authorities, other regulatory
'_-aqﬂlojﬁgs), indemnitq_r,s, private investors and related companies, such as parents.. {n
- “Shg_;'_t, clients ang_i counsel can take steps to insure protection of confidential information
___,_:_bt_:nvgenit_:he parties, but t_hey_shgulc_l l}ot_ count on the award or the record_of the - -
o pl:qqgeg_ing_;el_qg_in_ipg:out_xqf thc-p_u_bl_ic".s reach,.
| - E!cygnth__,_ what remedies will be available? Those.who have followed - -
. reported judicial opinions in the United States will know that there is a vigorous debate in
 some of the 50 states as to whether an arbitral tribunal has power to award punitive
damages. This question arises in other jurisdictions also. But what are 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
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States Supreme Court has emphasized the compensating function of increased damagesin |~

antitrust matters, over their punitive and deterrent function. Also, depending on the

United States intelicctual property right in question, enhanced damages may or may not

—be régarded as punitive (¢.g; iricreased damages under the'patent act are punitive;

 increased damages are awarded in trademark cases under the Lanham Act only if not

* punitive; enhanced statutory damages in copyright infringement actions éiﬁﬁo'dy both -

" components). In addition; clients and éotu_lsel must be alert to the forms of relief that

* may or may not be available under specific rules or specific governing law. Monetary

* damages may have to be awarded in a specific currency. Only limited forms of equitable

relief (e.g. permanent injunctions, specific performance) may be available. N
- 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 parties may want a reasoned award, However, there are

circumstances in which a reasoned award may be manifestly undesirable. For example, a

patent owner may not want the reasoned award to provide a roadmap for designing a non-

infringing product, neither party may want to risk collateral estoppel effects of a reasoned

awarded, and neither party may want the award to reveal confidential ihfdnﬁ’éﬁdn, if

- through judicial enforcement proceedings or otherwise it becomes available tonon-

‘parties. -~ -
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~ Thirteenth, what other elements of an arbitration might be addressed in an

arbitration clause or agreement?. The answer is any number. Examples are the _lg;lguage

~of the arbitration, governing law on the merits, governing arbitral law, specific procedures

o ’

 ecourse the parties may have if an arbitrator does niot participate, the consequences of a

party’s failure to appear at 2 hearing, etc. -

IV. IS ARBITRATION UTILIZED IN INTELLECTUAL PROPERTY DISPUTES?

- Theanswerisanunqualifiedyes.

 Clearly, litigation is the preferred, and sometimes only, route for resolving

intellectual property disputes. Also, other ADR mechanisms, such as mediation, are
~becoming increasingly attractive. Nevertheless, ,,botl_i_adm_in‘ist,cr_#d and ad hoc arbitration

-have been, and are being, utilized.

It is difficult to assess the number of intellectual property disputes that are

the subject of arbitration.. One reason is the confidentiality that shrouds such
proceedings--at least up to a point. Another reason is the difficulty arbitr.. institutions .

-experience in atté_m_p_;i_ng to classify arbitrations initiated under their auspices.

Notwithstanding this situation, it seems fair to say that substantial numbers of intellectual

property disputes have been the subject of arbitration proceedings in recent years. The:

*_ number is likely to be significantly larger than institutional statistics would suggest,
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“because intéllecmal-jifbﬁefty' issues are often a component of international commercial
* disputes that are not classified by institutioris as "intellectual property” disputes. -

T This retums us to the point made in Section II, regarding arbitrability and

“uneniforéeability: Even tiough s dispute-being-arbitrated-appears to include an =~
 intellectual property issue as 4 minor component, clients and counsel should be aware of
 the potential impact on the enforceability of the award o(?e"rﬁllﬁ For example, if the
arbitral tribunal rules -- as a part of a larger award -- that a govemrpent granted_
mtellectualpropertynght (e.g. a‘\patent,”'a 'rég‘is'tér-é.‘él‘ '&a&emdﬂ&) is not vahd or'btherwise
s not enforceable, all concerned must be alert to the impact on the award if that |
“intellectual property ruling is held by a court to have been Ouﬁiae'thi: pdwg_r of the
arbitrators under the arbitral law govemning the a_rbitrat%on;‘ or is held by a court to be |

“unénforceable in the jurisdiction in which enforcement of the award is attempted.

V. 'WHAT SERVICES DO VARIOUS INSTITUTIONS OFFER?
"' We consider here two categories of institution: (1) ADR providers and (2)

intellectual property organizations. =

* ADR providers in the United States inc.lu'dé:brgﬁxiiiaﬁbn-é suchasthe.

: “American Arbitration Association, CPR Institute for Dispute Resolution and
JAMSIEﬁdisphte, aﬁd.elsewheré in the world, such orgahiiéﬁohs'as the Iilféﬁiaﬁéhal-
Chamber of Commerce in Paris, the London Court of International Arbit'rétion, Chaﬁéfed
Institute of Arbitrators and Centre For Dispute Resolution in London, the British e

14




i Columbia International Commercial Arbitration Center in Vancouver, and others such as

T

the Stockholm Chamber of Commerce, China Intemational Economic and Trade
Arbitration Commission, and International Arbitral Centre of the Federal Economic : -
*‘;ﬁ“'"'*'f'**"'*'**"*'*'*Gha'.n'ﬂ)'er"ianieﬁnaffA:nohg?"ﬂlcse"o_rgani‘zaﬁOnS;“O!l‘l_}"“ﬂle'-“A"AiAfand"GPR“SCCm.*tO'”haVC"'—-:’f ***** P
| | .- promulgated rules, or model rules, directed specifically at arbitration of intellectual - | |
i:roPerty.dispﬁtcs (e.g. AAA Patent Arbitration Rules, CPR Rules for Non-Administered
'_',"Arbin'ation- of Patent _and Trade Secret Disputes, CPR Model Agreement -for Ex Parte -
~-Adjudication of Trade Secret Misappropriatioh And/Or Patent Disputes). This is not
'ﬁecessaﬁly of high moment. All ADR providers are aware of and are considering special
;issues.associated with intellectual property disputes and are prepared to"pr-bvide
_ | = . arbitration services of such disputes under one set of their rules oranother. Even with-
- organizations like the AAA and CPR, many intellectual property disputes are arbitrated
" under more general rul_es:su.ch,as the AAA Commercial Afbitration-Rules’, the AAA "~
| Int_e_m_ational;-Arbit:ation:‘Rul'es,. and the CPR Non-Administered Arbitration. Rul.es. e
= = The CPR Model Agreement for Ex Parte Adjudication of Trade Secret
Misappropria‘tion And/Or Patent Disputes is of especial interest in conﬁeclfén.wiﬂl'fﬁon-
 binding arbitration of disputes in which e'ach.pafty desires to insulate its prdp‘rietary
'- 1information from the 9ther party. This model agreement may illustrate useful procedures
not ;y-pically, c:mploye_.d, but nevertheless of real practicability. . - =
As for intellectual property organizations, the World Intellectual Property

Organization seems to be the only organization to have established an arbitration and




" -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

5“/(;\\': P -

-assembled-a-panel of potential-neutrals numbering-over400-persons:from-around the.

world. While at this writing WIPO Arbitration‘Rules may not have governed any specific
B pro;:eeding-;those'mlcs have been incorporated into dispute resolution clauses in .': :
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
Cworld, | o

Other intellectual property organizations have assembled lists 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
sﬁbj_ccts. And the American Intellectual Propérty Law Association has assembled a list of
~ more than 100 potential néutfals, together with background information about each. i .

* Neither the CPR/INTA panel nor the AIPLA list is meant to imply that either INTA or

AIPLA will themselves administer arbitratidns;

VL. - CONCLUSION
We have skimmed the surface in this introductory piece, leaving many

“issues unmentioned and many questions unanswered. -
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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

.proeedura-ily-,—the—bl-améf;houldnofbe—placed-on—-any—inﬁc_rentfunsuitab_i!ity—of—arbi-h'aﬁon '
in this f_ield. 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 satisfact_ory. Whether or not
: tﬁe_y realize _tﬁat goal is a function of the thoroughness of their understanding of the
nuances and their willingness to address _those nuances in their arbitration QIause or their

arbitration agreement, and then to implement that clause or agreement in a rational way.
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... 35 U.S.C. § 294. Voluntary arbitration

"(a) A contract involving a patent or any

‘right under a patent may contain a provision
fTrequlrlng arbitration of any dlspute relating to
patent validity or infringement arising under the

contract. In the absence of such a provision, the
parties to an existing patent valldlty 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 modification shall govern the rights and

.obligations between such parties from the date of
~such modificatiocn.

(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 invelved 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 provide such notice to ;he.commissioner.

i {e) The award shall be unenforceable until
;'the_no;icr'*equi:ed'by,gungctipﬁ_(d{Tis_rgcgived

' by the Commissioner. . .
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. 35 U.8.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 arbltratlon 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 determlnlng patentability of the 1nvent10n
involved in the interference.
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C. Imitial sessions.. .. ...

1. First joint session. o

2. First private session.

E. Closure, viz. "End Game".

F. Post-Mediation.
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GETTING TO THE TABLE

‘A. . Preparation .

Know all parties' real interests and real needs.

I

i.

2. | Know your BATNA, and the otherpartles'BATNA's
3. Adispute s anopportunity o reate valu.
- 4. Know the ADR menu. .
-5, Be ;:reative; fit the process tg the ﬁlss.'__

6.

L2

Post-dispute more difficult ;h_ari pre-dispute.

. B. ' How to break the ice.

 Court rules.
Professional responsibility.
Clients’ pledges and commitments.
Cli.e.nt's policy. |
‘Common sense. P
Who?
a. Party to party.
b | Lawyer to lawyer. .
c ~ Neutral good offices. - :

Your adversary must be your partner. .

: 07/06/98 12:45 pm
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- L PRE

A

1

The parties have agreed to (pre-dispute or post-dlspute) or a Court has
ordered (post dlspute) med:anon

o ‘The mednator

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

2. Know your mediator.
a " Reputation.
b Some characteristics.
(1)  Patient
 (2) Diligent |
- (3) . Sensitive
"(4)" Flexible
(5) Creative
| (6)  Trstworthy |
(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 . _Styleg_

(1) | Facilitative.
@ Pro-active and _evaluative.

How doea the medlator manage persona! mteracnon"

£ Sources of mformatlon

(1) Institutions.

(2)  Colleagues.

The mediator communicates.

t2

Joint telephone conference With counse!.

Emphasizes that whatev:.r 18 in dlspute this is a problem to be
solved as partners, not'a war to be won as adversaries.

r

Continues transformation of adversaries into partners.

alt Fundamental shi® in'viewpoint.

b. ' “Atleast in 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. - Eg. mediator will decide what's right for the parties.

07.0608 12:45 pm
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" Participants to negotiate in geod faith and with candor.

a.  Positions.

b, Realinterests and ieds.

(1) BATNA
(2) - - Becreative and be objective.
. {3). Do you need litigation?

(4) ~ Is there a business reiationship to be preseb »d or
created? o :

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

(6)  Arether. 'perédnal needs?

c. Understand and account for the other side's interests and
needs. :

d. - Look beyond the present dispute to overall relationships.
1) . - Subject matter.

(2) o Time.

: 07/06/98 12:45 pm
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6. .' (

7. Explain who must be pteﬁexﬁ and their roles. )
.. a " Parties principals; aﬁthority to settle.
- b _' Counsel 7'-_‘9:01;_:1;&!9:5;_“@ necessarily litigators.
c. Th:rd .bar't'iejs”-i- insurers; indgninitors; partners.

8. Schedute. |

9.  Confidentiality.

10.  Pre-session Submissions -- briefs. e

Ve




. e.. . Assess the strengths and weaknesses-of both sides’

positions.
f Cond;:c.:ta an objéctiﬁr:e .litigatio'n risk analysis.
g. lncluﬂé i:h‘e'few. ;ilateﬁal exhibits.
h— C}aﬁé';w}:lé'tﬁer:i:}iéf"t.siare*in?éonﬁdence*and'txvpart'e'to-

mediator, or are exchanged. |
1. Court-annexed aspects.
#. Understand duties and responsibilities of the mediator.
| b. ‘Comply with the schedule.
c. Underst_an_d the information to be reported to the judge. _
12, - Mediator's fee. | |
I3 Wl_'itt‘er__x agreement.
a. Deal with these and other issues.
b. Parties' consent to mediator. |

Ethics -- Responsibilities of The Mediator

. No conflicts of interest!
oooa Acual
b .. -Apparent.
c.. .- Must..i_mmgsii\ate!y th;ify of a_ny change in situation.

07/06/98 12:45 pm
7 99999.099 - [NY] 363929.1




All information confidential.

07/06/98 12:45 pm
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‘Rights and oin"gation:c, of t_he mediator vis-a-vis the p#rties. B J} :
a.  Past engagements. .
.b. - Present engﬁgemer_it#
¢ Future cogagements
4 * Firmis engagements
(1) CPR model agreement.
@) 'Other-ClauSes';
e.  Fees
Sy Hourly,
(2)  Lump sum :- approximate value of case.
(3) Who*pay"s‘?r-\"\F:}'u.ér‘i'?j -
“f© " Power imbalance. ( - 3
(1) © ‘Large V. ‘s.ma‘ll.i
Q) -‘-Paﬁy fébre‘ée'nteti_'b:j} counsel v. pro se.
| (3)  Wealthy v. poor. -
(4)  Sophisticated v. unsophisticated.
(5) Eastemv: :’Wégtem. -
(6) - Europeanv. Us.
g. Not judge.
h. Not a party's attorney.
i th party to a crime or fraud.
.

N




( T3 'Ifnmunity.'- IR

/ .

N a St

b. Subpoena.’
4. Mediator to manage process. ¢
| “a. 'Substantive prﬁblem:ié the parties' problem to be sblved by
theparties. |
b .Med.iator ha;s to guide and keep on track the problem

- ‘solving process; does not solve the substantive problem.

¢ | May have to rr.lediat:e fe the mediation process.
5 Melimorsaimor.
. ThiSPf;J‘??SS-' |
| b - .Latt:ar .(.i.ils;;ute.:..
| 6. Arbitrator as mediator.
7 Mediator will withdraw.
a. If conflict of interest.
b If parties not participatiné in good faith.
C. If clear mediation will not be successful.
d. 1t mediator would be party to a crime or fraud.
E. Role of Cognsel and Parties in Preparation.
1 ~:Must understand mediation -- know what to expect.
| e 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 parties' negotiating techniques.
a. Principled.
b. Scorched earth.

Beware misconceptions. . .

a. -Mcdiator._'.sjpowér_--'_'rio'tajud_ge.

b Injunction needed -- still can settle.

N c. :;:‘fr_xz't_élllectu.al-f)rbperty_ right invalid or unenforceable - still can

 settle. | :
4 Intractable parties - ;_till can settle.
| e o One pam-(.s;eék:iz;g dlscovery -- still can settle.
f. . One pa_rty Slifg'rlxzaling. '\\:reaknesé --. still can mediéte fairly.

_ o 07/06/98 12:45 pm
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| ( IV. THEFI

A Amenities.

. Rooms.

Q_ 2. Coffee. .
3. Telephones. .
4 Meals.
5. Thetable. ~ =
6. Courthouse v. private office.
.. B Introductions. |
L Eveonepresen.

2. "P_a_rt_ies: seated next to mediator; counsel not next to mediator.

)

Firs_;_ names.
a. Usually-. |

b gve'ntua.ily: e
c. Even mediator.

C. -~ Mediator explains process.

~ Repeats essence of preliminary telephone conference.

2. Necessary because ngy\_r_.par_;ic_i‘pants, y_iz. _the’ parties.
3. ! I_Emphasize:s_ pr_q_bierﬁ to be ;olyed by.parties working together.
4. *  Confidential. |

a. The process.

b. Mediator's notes.

( T SR o 07/06/98 12:45 pm
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10.
1L,
12,

130

14.

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

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

a. Emphasizes confidentiality.
b. Especially in private caucus.
Frankness and openness are requisites.

Good faith negotiations are required.

The principals (e.g. executives) must be j)répared to participate.

Solutions to difficult pfdblems call for creativity.

1If 'coﬁr:—‘anﬁe,\'céd;'court will not know what said by any party.

a.  Mediator simply rep'orts that parties met and settled or did.

' not settle. '

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

Ground rules.

~a. - Thisis the parties' (more specifically, the principals’)
© process. ' - ' :

'b. - Challenge positions, not persons.

“c.  Always focus on potential solution,

: 07/06/98 12:45pm
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d. The mediator will:manage the process.
(1) - Interruptions not be permitted.

- 2(2) - - Each party may be asked to restate other party's
position and other party's real interests and needs.

= :D. ¢ Emotion .
1. Can run deep.
OF: RO Angér -\-_pthei'zjaarty is unfair, immoral and vindictive.

b Distrust -- other party is liar; has breached a contract has
betrayed a trust, has falled to pay

e DlSllkB - personal ammos:ty, can't stand to be in the same
: - TOOML: - s

-d. ... Strategic -- for competitive purposes; anger asa ne;_.,otlatmg

tactic.
2 Evrescdinchllngsto
o Pt i e posons.
" b . QOther principal's or counsel's integrity:
c. Other principal's or counsel‘s .:good faith.
4 Past sins of omission and commission.

~3. Mediator's role.
a c-Listen- e

b... . :Expressunderstanding.. . .

c. Expect emotion at every session.
. 0TX06/98 12:45 pm
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'3)-:::-Explore:options; brainstorm without judgments.. .. ... i)




" d. - -Letparties air out, then

(1) Deflect anger.

- (2) - Encourage civilized dialogue.

~—~
o2
N

-.::Move to_private caucus

].

. P :

(49)  Point out more progress if parties focus energies on
* finding solutton

(5)  Askother party to state its understandlng of basis

- for angry party’s emotion.
' ‘Which party speaks ﬁrst?
1. UsuaHy clarmant or clamtant 's counsel speaks first.
| 2 | But defendant may request to speak first.
3. :May be the party who last proposed a resolution.
4. Or the party who proposeti .mediation
5. May be party selected ad hoc by the medtator based -on mediator's
instincts. ; :
6. : Mediator Wi!! assure other parties that all will have an opportunity

to speak

| Usua]ly gggnse! opens w:th a statemenl of s;'lent_s_p_o_s_t_on

Counsel should address the other s:de 5 representt.t: es, pot the

- mediator.

5-10 minutes; if complex; longer. -

Typically, more detail or changed position later.

_ : 07/06/98 12:45 pm
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Purpose: to persuade other party of

a. Your bona fides.

b. Strength of your position.. . ..

c. Weakness of other party's position.

d. The need to seitlz; overlap of interests and needs.

e. A rational basis for settlement.

G.  Next, other counsel will state their client's position. .

H. Mediator's role. - .-

1.

. Asks questions to assure mediator and parties understand --

T -Parties" positions.

b. Status of settlement talks.

c. Status of pending or proposed litigation.

4. Interests of others not present
Kinds of questions -

a Open-ended

[ #7]

c. Seeks help in understanding.

Restates a party's position to assure clarity.

Asks counsel to restate adversary's position.

After 'h'earing. pﬁﬁie:é' p_cs_ngm stated by counsel, mediator may ask
each party to begin to articulate real mgmm and needs.

' 07/06/98 12:45 pm
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A Be patient.
B. Remain neutral.
C. Listen end understand. -
D. = Facilitate.
1. Communication.

5. Understanding. *

E. __ Always optimistic; never pessimistic. - .~ -
CF. 'AS*.s'ure"that everyone Eis-hear.d and understood.

G. Form ne judgment; be flexible; beware of unspoken solution that seems

obvious to mednator _
H Eng,ender trust and conf’ dence - o
| S . ( 2

. eek broad vnews from partxes ﬁrst detarls second. . -

J. Understand the emononal rol!er coaster weather 1t
K. After counsel and parties have spoken in each others presence.

L 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. " \dedlator stays w:th m_m_t sessnon and begms to explore

.a What each party needs

b 'What each party expects

c. What each party sees as a practlcable process for achlevmg
a joint solution. . _

07:06'9% 12:45 pm

16 . : " 99999.009 - [NY|363929.1

Palma
K \
S




//‘;\_
7

Usually, a mediator's evaluation should be deferred until late in the process,
and often, never given at all. iy

1. An early eVé!ﬁéﬁdﬁ :mzliy.
a. Indicate thatmedlator isbiased.
b = H ard enposm ons e e
2. ' Mediaidr‘s evaluation may be essential to reality testing. _

3. . . Proper timing is vital. -

' o 07/06/98 12:45 pm
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A. - Be prépared -- as if final argument.

B. But this is not fmal argument

C Counsel's job is to counsel and to help client find a solution; stndent

advocacy usually inappropriate and 1 counter—producnve

* Understand client's BATNA. -~

2. Understand client's real interests and needs.
3. Ascertain other side's BATNA and real interests and needs.
D. Beware of Rambo litigator tendencies.
E. Persuade other side's representatives, not the m_ediator-
F. Persuade other side that --
1. Other side's position, however attractive to other side, is weak.
2. Client's position, however difficult for other side to accept, is
_ strong. .
3. Client's position is direct out-growth of client's real intere: *< and
needs. :
4. Other side’s position is pot consistent with other side's real interests
and needs. '
5. Notwithstanding differaces re positions, parties' iv... .nterests and .
needs may overlap and may suggest a solution.
6. lmportant to client that both sides' real interests and m:g_d_s are

satisfied.

. 070698 12:45pm
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VII1. PRINCIPAL' AT L

A

Be prepared to participate fully, and inqteggingly_as the mediation
proceeds.

Be prepared to talk more than your !awyer .

--TFalk withthe other party

Be creattve

) 1. KnowyourBATNA

2. Understand thoroughly and describe own interests and needs.

“.oo.. 3. Listen and try to understand thoroughly other side's BATNA,

. interests. and needs o

: 4 Objectively assess value of case to each party.
| 5 - ‘.Objecnvely assess nsks of not settlmg to each party.
6. Avond ad hommem attacks
?_:7_. - -Expl_ore wa_ys to sha_te.lmpctnant information with other side -- even

confidential information.

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

. _information -- with-mediator. . . - -

1 Mediator will ask what the party wanted out of the deal now in
dispute. Ce

2 Mediator will ask what the party s goal is today.
Express emotlon

But be cottttoll“e'd, :bé ﬁrm, he informed, be objective and be confident.

: 07/06/98 12:45 pm
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VIl FIRST PRIV

A “ " The 'partsr-in_ol caucusing.
1 Mediator must reassure.
2. Should have own room.
3. Amenities.
- 4. Homework -- what mediator will be askmg, focus on real
interests/needs of all parties.” :
'B. ' Caucusing party
SU41 T Mediator must reassure party that all aspects of private caucus will
' remain confidential, unless party expressly authorizes disclosure of
a spec1ﬁc aspect
a. Mednator will take notes to keep important points in mind
© """ and to assure confidential information is segregzated from .
non-confidential information. ')
b, At end of private caucus, mediator will double check on .
"~ what'mediator can and cannot say to other side.
_ Mediator will gather infonnation.

)

a. - Will start on posmve note, viz. what is important to
caucusmg, party

b. Full story is not likely to unfold in first caucus; more wxll be
revealed later

c. : 'Medlator will seek -the_ real story.
() -Party s perceptlons
(2) Party s dislikes.

(3)  Party's understanding of the differences separating
-the pames :

: . 07/06/98 12:45 pm
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B _":(4) - Bases for distrust.” - -
(5)  Relevanthistory.

. "Pal_*tjr"s previously unstated concerns, fears, motives,
T nceds_f.: ST e .

o _‘Medlator will have pnnc1pa!s talk

R _;Medlator Wlll encourage the paﬁy to fOCUS on its needs.

Both counsel and the pnncxpal 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.

c. Avoid confrontation.

d. Eschew realjty testing in early caucus.

e. Try to listen with open miﬁd.

f. Express no judgment and no recommendations.

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

h. © Wonder whether the mediator has the reqmsne skills to
assist the part:es :

- . . 07/06:98 12:45 pm
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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?- : S
“oas o -Mediator will dis:inguish_ clearly between what mediator can
say and cannot say on behalf of caucusing party to the other
PaﬂY
Vb. | The medxator can ﬁ'ame hypothetlcal questlons to other

-side, e.g.."What if...";, "Have you considered..."; "Would it
be p0551ble to..."; "If we could persuade the other side...

. __.__-\: .
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( IX. FIRST PRIVATE CAUCUS WITH THE OTHER l”AR’D‘r _'
F\ A Same process as in precedmg Secnon VIII o
B. ?..ie_diator is likely to (i.e. shqpld).hstgn beforg delivefing a message.
1. Before stating first party's oﬁ‘eff an d ‘ _
2. Before asking "What :f f' | -
3. Letthisparty tll it story.
C. The mediator should understand the second party's mterests 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?

. : 07/06/98 12:45 pm
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_ i ""E ‘[D : _E‘ B. IM‘ QEE C.IQILCI: '[SES.: HI- GENERAL

A.  The mediat:or will hear diametﬁdall& oppéééd'éccquﬁ:s_

1.

Unalterable Angér.

2. Btemaldiske.
3 soldifieddiswost.
4. The other side's misconduct is 'thé sole cause of the dispute.

5. Hopless deadlock.

. B. . The mediator is likely to want to throw in the towel, DON'T!

'lt :

Find one potentially resolvable iésue' ouit of the two or three real

- ..1ssues.

a. Not positions.

b Realises

Explore ways to find common ground on that issue.

a. . Brainstorm options.

b Move outside parameters of dispute as currently framed.

Q)] Another relationship?
(2)  Goods for money?

(3)  Another player?

c Prioritize.

Take it a step at a time.

07/06/98 12:45pm .
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XL

A

' DANGER, DA NGER!

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

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

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

—
4.«/_. \\\

o

--But-it-is-highly-unlikely- thatany«partyfsees :t -now;-or will-see- 1t {ater;-as the—————

mediator see it!

The pames have own agendas the medxator is not llkely to be privy to or
--to understand all-the agendas. :

- The mediator should let the parties explore: and propose the solutions!

it's thelr problem; the solution is w:thm thezr grasp

The soluuon wnll be durable lf the partles create it. and own it.

: . 07/06/98 12:45 pm
25 : © 99999.099 - [NY] 3639291




XH.

SUBSEQUENT SESSIONS

AL Joint.

-+ Joint sessions should be frequent lnterspersed amony private
" ‘caucuses. "

- Partiestogether can'sum-up:—-=——

Parties together can reach a common understandmg

Parties together can dlscuss possnble solutlons

E Avoxd the negatives associated with hidden conversations with the

mediator.

Avmd misstatements or m:sunderstandmg when medlator is shuttle

~“diplomacy messenger:

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 difficult. -

Entirely new perspectives may be difficult to acknowledge '~ joint

caucus, but joint exploration of a solution to a relatwely easy issue

-may be salutary.

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 enwronment
to get to real mterests and real needs

v
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C.  Caucuses on different days.

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

,:rz;:-_:.;:neganve results.

S SIEx R :--;--'Homework may be necessary to break a log]am before negotlat:ons .
resume.

4 Another party (e g msurer) may have to pamcxpate

‘\:. .
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END GAME

A, . Breaking an impasse. -
1. 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

UV, COSES. T e :

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

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.

a.

The mediation may render a binding decision on a final
1ssue. '

(1)  Money.

(2) Design.

. 070698 12:45 pm
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o

‘b, "The med:ator may evaluate each party s chinces in

l:tzg,atlon
(1) Privately.

@ Jointly.

/'/_‘“_\.‘ . .

P

Don't Let Parties Leaye‘:_The:Seesi_on!.i o
L

2.

It is imperative that the mediator be
1.

2.

'Medlator may prowde short term solutlon followed by continued

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

‘present.

5 .sight

" ‘Eternally optimistic -- must point frequently to progress.

Experienced.

Pasties may.not be influenced by. mediator's judgment because.itis.. . .. |
demonstratwely correct; rather because of their confidence in the
mediator. :

monitoring.

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

Parties can _quit an_y:_ti_me. It's th_eir process.

But it is more dlfﬁcult for a party to quit forever if the mediator is
Mediator wi'lll'disco'ura'ge qu:ttmg if pfogress apparent and end in

Mediator may let party walk out, and before other paﬂy leaves get
the wall\mg, party back m the room.

Confident.

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 t}_tg mediator, should dictate or draft.
2. Will reveal and clarify misunt:lerstandings.
3. Will minimize chances of immediate rekindling of mpasse.
4 Counsel and parties execute.
- Even if only some issues settled, agreement may outline process for

~ resolving future issues.

- Ifno agreement is possible.

| Parties's'h'ould éicpre'éé]y acknowledge no agreement.

Parties should state _vt'rhy.

" Parties should 'ackn'owledge room for further progress, if any.
" “Parties should explbre what to do"'next.

- Court-annexed mediation.

a. Mediator may give an evaluation.

b _ Medlator may suggest that pames report to Court on their

views of the mediation.

c. Mediator may suggest to the ADR administrator that the
Court's_interyent_ion is necessary to break a logiam.
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X1v. POST-MEDIATION

.’r ﬁ‘\“

%
e 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 subpdenaed,
T .Notic'e must be given fo all'concerned.
2. Mediato; must invoke the privilege.
C. If court-annexed, mediator will report to Court.
1. | Bare bon.es report.
2 ~ May inclu_de. evaluation.
3. May outline discovery isﬁues to be tried, etc.
D. Mediator should write to parties. |

I Confirming the outcome.

-2 Including post-mediation reflections.

ExpreSsing thanks.

(7]

07°06/98 12:45 pm
31 99999.099 - [NY] 363929.1







