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Notes Re Alternative Dispute Resolution
And IP Licensing

::i)é‘fl(i W. P].aflt
= Fish & Neave
1251 Avenue of the Americas
New York, New Yorka;OOEO o
' July 1998 o '
I. QVERV
A. What Is ADR?
B. What Are Its Forms?-
- C. _ Where Is ADR Appllcable°
D. What Are Its Advantages And Dlsadvantages7

E. What Should Partles To An IP Contract Con51der And
" Provide For?

F. Whither ADR?

. II. WHAT IS ADR?

Alternatlve Dlspute Resolution embraces all forms of
dispute resolution other than conventional litigation.

07/06/98 1:29 pm
99999,099 - [NY] 298789.1




IiI.

A.

B.

WHAT ARE ADR's FORMS?

ADR encompasses an infinite number of forms. It
is helpful to consider three generic categories.

Adsiudicative Fcrms.‘

1.

A conventlonal adjudlcatlve form is blndlng
arbltratlon L

Non—blndlng arbltratlon may also. be an ...
adjudicative process.

Another form is the use of a Court-appointed

Special Master.

In some jurisdictions, "Rent-a- Judge"
procedures are available.

A 3d party renders or ;mpoéEs on the

. contestants a decision -- based on (a) issues

formally defined, (b) sophisticated
positions, and (c) evidence and legal
authorities. I

Non-adjudicative Forms.

1.

2.

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 - - 99995, 099 - {NY] 298789.1
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Hybrid Forms.

1.

Hybrid forms stretch the spectrum of forms to

'jlnflnlty

Negotiation, followed by mediation, followed
by arbltratlon 15 becomlng popular

;Medlatlon followed by last offer arbltratlon
is effective. '

'Early neutral evaluatlon coupled with

mediation has worked.

Ex parte, non-bindihg arbitration has
succeeded where the parties do not want to

”pexchange sen51t1ve 1nformatlon

Creat1v1ty”1s ‘the key.' Must fit the forum to

“the fuss.

More thorough discussions and elaborstions
regarding the formstof ADR appear in, inter alia -

1.

Plant, "Overv1ew of ADR Procedures", AIPLA
Alt ive Di solution ide, 1995
p. 3. (A copy of this chapter appears at
Appendix A to these notes.} =

Arnold, "A Better Mousetrsp{'ADR", Les
Nouvelles, Vol. XXX, No. 1, March 1895, p.
31.

Arnold, P n 1 ive Disp Hand
Clark, Boardman, Callaghan 1991.

S7/66/98  12:45 pm
3 : 99999.59¢% - INY] 298789.1




IV.

WHERE IS ADR APPLICABLE?

_ A..” ADR is appllcable to almost any. 1ntellectual

property dispute -- even where injunctive relief
seems- necessary.

B. ADR may not be appllcable where -

-a." A counterfelter must be nlpped in the
bud.

:sb. | A trade secret must be preserved
C. Legal precedent is needed.
'_d{_”,_MQELng are out of control -- ADR may

be applicable but extraordlnarlly
3difficult-to.apply.

C. ~ Specific examples will be dlscussed ' These will

include:.

1. Bindiﬁg‘afbitratioﬁ o
~ 2. Non-binding arbitration

3. Mini-trial

4. | Mediation

07/26/98 12:45 pm
4 99999,090 - [NY} 298789.1
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Advantages.

1.

The parties create and control the solution
to their problem. In any ADR proceeding
other than a blndlng adjudicative procedure,
the solution is not imposed by a third person
who is bound by narrow pleadings. But even
in binding arbitration, pa;tiggf agreement re
process controls the process. =~ =~ 77

2. The parties preserve old, or create new,
business relationships, or both.
3. Often time and money are saved.
4. cultural differences may be better .
accommodated, or reconciled.
Disadvantages.
1. If poorly constructed or managed, ADR may be
' ‘gtﬂcounterproductlve :
: 2.‘_ Badly planned and managed ADR may inflate
Ifexpendlture of time and money and may yield
unsatlsfactory substantlve results.
3. May be undermined by party not acting in good

faith. But even then,ﬁother party (or both

 part1es) may ‘acquire better understanding of

issues, rlska,_rawards_

5 : 07/06/98 12:45 pm
- B 99999.099 - [NY] 298789.1




VI. WHAT SHOULD PARTIES TO AN IP CONTRACT
CONSIDER AND PROVIDE FQR2

Some K6j Issues
'bil t Arbltratlon

A. . Arbitration. | |
: _i,. Arbltrablllty and Enforceablllty
a. U. S;

(1) Virtually all IP lSSUGS are
arbltrable

(2) Quéry'increaSed'damagesL

.{3) Plant "Intellectual'Property
. Arbitrating Dlsputes in-the United
‘States", Disp Resolution rn
of the AmeriCan'Arbltratlon
r:Assoc1at10n, July-September 1995,
. P. 8 (A copy of this paper appears
~_as_Appendix B to these notes.)

- b.  Elsewhere.. .
_11) .Imﬁdftént tbwhhderstand local laws,

local public policy and the New
York Converition.*

* 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
finds that: :

"{a) the subject matter of the difference is not
capable of settlement by arbitration under
{(continued...)

07/06/98 12:45 pm
6 _ 99999.099 - [NY} 298789.1
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{2)

(3)

(4

e

contlnued) : ; :
' o “_ the law of that country. or

~Important to.distinguish between

(a) government granted or

“-registered rights and (b) private

rlghts

gggg;dg; an arbltratlon clause that

focuses on ——-

“.(d) - Private rights

-{b) :-International Commerce

{c! -Arbitrator may consider [IP
- 1ssue] 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
7. '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.

See dlscu551on in Plant, "Drafting

"for Confidentiality, Arbitrability

and Enforceability in Intellectual

" Property: Agreements, " ALI-ABA

Course Materials Journal, June

1997, p. 51 (A copy of this article
" appears at:Appendix C.)

'ffﬁ(b) the recognltlon or enforcement of the award
' “‘would be ‘contrary- to the publlc pollcy of
that country.” .

: ' 07/06/98 12:45 pm
7 _ _ 99999,099 - (NY| 298789.1




R 2.‘°gArb1tratlon prov151ons to consider.*
'éro‘ Admlnlstered v, .ad hoc arbitration.
b. Issues to be resolved
| (1} ;IE=1ssuesr'
{2} ‘Related issues.
. cArbitrator(s)...
-(1) < Number.
-n'(éim-Qoaiifications.
243}o;;eléotion procéss.
- (4) Party-appointed.
| l';(éﬁf'interview process
‘:ro),ooeutrality
' 'id;{L«Schedule, commitment
l,»é;, MVenue.r- |
’ ::(i). Neutrallty
:ioi hEE transnatlonal ‘disputes
”Tf}bio.cultural differences

'“',(2),“Ayéiiébility'of witnesses and
documents.

* . These and other provisions are discussed in various
places in the literature, e.g., Plant, "Arbitration And
Intellectual Property Disputes", Eurcomoney Publications PLC,

Managing Intellectual Properiy, June 1996 (a copy of this -

paper appears at Appendix D); Arnold, "A Better. Mousetrap:
ADR", supra; Plant, "Arbitration. And. Arbltratlon Clauses,"
Intellectual Property Counselling And Litigation, Vol. 2,
Ch..20,. Matthew Bender, 1994; CPR, Arbitration, 1994; CPR,

1 P r .uAlternatlve Dlspute Resolutlon In
Technology Dlsputes,“ 1893, e .

. 07/06/98 12:45 pm
8 . 99999.099 ~ [NY} 29878%.1




.Discove:y.

Confidentiality.

4-(1) :During proceeding.

| {a} Rules
(bjulfértiesf'égréement‘

(c) Award eﬁforced as Protective o
~ QOrder :

(2) Post-proceeding.

{a} Enforcement of arbitration
award

(b) § 294(d) & (e)
Remedies. o |
(1) Monetary. i

(a)  Compensétory.

(b} fPunitivéL

{(c) Currency
{2} Other.
(a) Injunction.
(b) Specific performance.
{c) Provisional.

: (1) Emergency relief an issue
in IP matters.

{ii) Most arbitral
- . administrative
organizations cannct
constitute a panel on the
~required short notice

: 07/66/98 12:45 pm
9 99999,099 - [NY] 29878%.1




(1ii) U.S.: ancillary aid of
~Court . :

(iv) WIPO: contemplating "24
hour" service

Appllcable rules

Governlng law.

1y Arbitrals

(2) ...Substantive.
Language..

Form of awé?d
fi) Wln/lose

{2) Reasoned.

(a) Coliatefal estoppel and res
C.¢ judicata: ) '

(b)  -§-294 (c} re modification
(¢} Motions to vacate or modify
(d) Road map:

Recourse."

(1) . .Enforceability.

(2} Challenge.

(3) ~Modification.
. arbitfation law.

..i;U S Arbltratlon Act, 9 U.S.C. 85 1 et
w . sed. :

5Un1form Arbitration Act enacted in a

large majority of states.

- : 07/06/98 '12:45 pm
10 - © 99999.039 - (NY] 298789.1




(o ”State:statutes re international
: arbitration.

d. .35 U.8.C. § 294.%*

(1)
(2)

{3)
§ 294 (d)-and (e).

(4}

§ 294(a).
§ 294(b)
§.2944C) w e

“e. 35 U.S5.C. § 135(d).*+

4, Various rules.***

a. CAAAL
(1) - Patent.
{2) Commercial.
“{3) Large, complex.
(4 International.
: b CPR
“(1) © Rules For Non-Administered
Arbitration Of Patent And Trade
-Secret Disputes.
(2)  Model Agreement For Ex Parte
- Adjudication of Trade Secret
Misappropriation And/Or Patent
Disputes. -
(3} Non-Administered Arbitration Rules
-~ -And Commentary.:
* 35 U.5.C. § 294 is reproduted in Appendix E.

* 35-U.S5.C. § 135(d) is reprbdﬁéed in Appendix F.

+++  Specimens of some rules will be available at the |

lecture.

. . §T/706/98 12:45 pm
11 . © 89999.N99 - INY} 298789.1




O

Model Procedure For Mediation Of a

Business Dispute.

(4).

{5) Model Minitrial Procedure.
c. WIPO.
(1} Mediation Rules.
(2) Arbitration Ruleé.
(3). Expedited Arbitration Rules.
(4). 24 hour rules under consideration.
d. ICC. o
(1) Rules of Conciliation.
(2) ﬁules of Arbitration.
Revised effective January 1, 1998
(3} Pre-Arbitral Referral Protedure.
Not adequate for émergency relief
e LCIA
'-'(i)f-Arbitration Under LCIA Rules.
| “-Under réﬁiéion
- (2)'tArbitration-Under UNCITRAL Rules.
a(3} Coﬁciliati#n under UNCITRAL Rules.
£. UNCITRAL o
| (ii;:Model law adopted in various
countries.
“.‘QZ) Non-administered arbitration.
9. :VU,S. Courts | | |

Each U.S. District Court has ADR
rules or practlces -

07/06/98 12:45 pm .

12 59939.099 - [NY} 298789.1




(5) Vary from court to court, e.g.
(a) SDNY: rules re mediation.
(b) “EDNY: ‘rules re arbitration,
mediation, early neutral

evaluation.

(c) DNH: ADR considered at

S oy o yagy oy oy

Pr t.'.'.1...|.m.;,ua..1.y o cta. ial

conference; various ADR

procedures available. Not
“formalized in local rules.

(d)  See tabulation in AIPLA ADR
Guide, 1995.

B. Mediation
1. U.S. v. elsewhere.
a. - Mediation.:
"b;t  Conci1iatidh.
c. Mini-trial.
:'2;f “Sik phéses.
a. Getting to thgl;able,
b. .Pyeparation. | |
c. Initial sessions.
{1} Joint session.
{Z)H“Private caﬁcus.
~d. subsequent sessions.
e. "The:“End Game".
£. Post-mediation

3. A more detailed outline appears at Appendix G
to these notes.

: 07/06/98 12:45 pm
13 99999,099 ~ [uY}] 298789.1




VII. HE R?

A. In the United States, the impetus to apply ADR
. -stems from.many quarters --

i.  Courts.
” té.;_;Clients.
” ﬁ3iﬁ2®i§dﬁslﬁéigﬁifmwwmm”m
"4:ﬂﬁ‘Prbfessiohal;feéponsibility.
B. - Elsewhere in the world, the impetus varies --

1. Arbitration in international commercial
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 1ntelllgently

E. Many matters must be lltijatéa.

1. But statistics:Shdw'more:than:QO%, maybe more
than 95%, of IP lawsuits are settled before
trial. T ' )

2. 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 businesses.

3. As counsel we must be informed AN AND we must be
_ready and able to recommend and to utilize
ADR.

! o o 07/06/98 12:45 pm
14 - 99999.099 - [NY] 298789.1
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. OVERVIEW OF ADR PROCEDURES

L INTRODUCTION . I A |
. Alternative Dispute Resolution (ADR) techniques generally fall into two
categories: (1) adjudicative and (2) non-adjudicative, These are not crisp categories, because

often the process of finding a solution to a problem will embrace both categories — typically,
when the process flows from a non-adjudicative state to an adjudicative state or vice versa ~.

resulting in a hybrid process.

- . - Among adjudicative ADR techniques, arbitration usually rises to the top of the
list. For many years, arbitration has been utilized in the United States to resolve licensing
disputes concerning intellectual 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 inteilectual property issues, including validity and
enforceability, seems to be generally sanctioned by the judiciary, absent specific contractual or
legislative restrictions to the coptrary.' =~ ... . 7 I

) Arbitration may be binding or non-binding. (Non-binding arbitration, while
adjudicative insofar as the specific arbitration proceeding is concerned, may be part of a larger
non-adjudicative process.) Arbitration may be the result of an agreement zetween t the parties, .
or of an initiative by a court. “Arbitration may be administered by an institution and subject to
the institution’s rules’, or it may be administered by the parties subject to rules the parties
create, or it may reflect elements of both. Even in administered arbitrations, it is not unusual

published rules.

- for the parties and the arbitrator to agres to depart from the administrative - institution’s

An arbitrator’s decision is embodied in an award. If a party is concerned about
collateral estoppel effects of an award or other adverse commercial effects (e.g., providing a
road map as to how not to infringe), a reasoned award may not de desired. Also, conventional
wisdom suggests that a reasoned award may be ;nore susceptible to modification or vacation by
a court than a bare "win-lose” award. ..~ .0

Because arbitration is usually the product of an 'agrec.mcn't between ﬂl&g;uu.

| 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 their implications is necessary to the efficient, expeditious:

and equitable use of arbitration.

L The right to appeal an arbitration award is limited by legistation and by ,;udxczal
opinion’. That night may be modified by the pasties, e.g., enlarged so that the Court performs

- a more typical role in ascertaining whether findings of fact are clearly erroneous or conclusions

of Iaw are correct.

APPENDIX A

. . This short overview touches on some issues that deserve attention in respectof
~a few specific ADR techniques. I . o S

I ADJUDICATIVE PROCESSES




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 fairness, Arbitration has sometimes
received bad press, ocmslonally tecause an arbitrator appeared to split the baby (perhaps an
exaggerated impression in many cases), ‘But a more severe d-awback may be an arbitrator's
permitting the proceeding to expand and to absorb as much time, energy and money ‘as the -
complex litigation it was expected to supplant (a matter of substantial concern and ‘severe
consequence). Fortunately, this result is not at all inevitable or even hkeiy if the arbmamr is

| selected with care.

invoked as dxseoungmg the use of arbitration to resolve patent disputes. This does not seem
entirely sound in light of the need to file in court an arbxtranon award whenever the award is

challenged or judgment is sought on the award.

Arbitration has worked, and efficiently and effectively 50, in intellectual property
disputes. 1t has been utilized in lieu of litigation and in lieu of Patent Office adjudication. It
can continue to work, especmlly !f counsel and chems recogmze that a.rb:trauon can be taﬂoxed
tofitmexrspemﬁcneeds e _ o

B Other Techmques

‘ “A neutral fact ﬁnder ora neutral !ega! expert may be engaged to rule ona
_-specxﬁc issue. As with an arbitrator, the terms and conditions on which the neutral’s work is
undenaken are negonated by the pames and the neutral, .

e Also, pnvatetnal ("rent-a-judge') may beagreed upon. Here. a Judge (often
a former unst) presides and judgment is ultimately entered in a court. Where sanctioned by-
local leglslauon ‘the pnvate Judgment may be subject to appeal in the local court system. -

B e Another technique is a proeeedmg before a sPec1a1 master appomted by a court
pursuant to Rule 53, F.R.Civ.P. Substantial mtellectuai property disputes have been presided
over by special masters.

IH.' '- NON-ADJ UDICATTVE PROCESSES

- : Non-adjudleanve processes typically focus on aiding the pa.rues themseivcs to find
a soluuon to a proolem.  Flexibility, participation and control by she parties themselves are
hallmarks of such processes. Importantly, the opportunity to preserve or to create business
relauonshxps is presemed by non-adjumcnnve processes., _ o

S g Among the non-adjudxmve processes employed in mtellecmal property dxsputes_
are medmtmn, mini-trial, early neutral evaluation, summary jury trial, and many variants on
these themes, Each of these is a form of facmta.ted negotiation in wtuch the parties participate

-directly.  (Of course negotiation itself is a non-adjudicative dxspute resolution - process.
Negouauon per se ls not explored in depth in this Gmde ) ,

o Eachofthe fourprocesses wedzscussherehasbeenusedsooftenthatcounsel
and chents need not reinvent the wheel. - ‘Many forms of model rules and actual agmemmts
have been drafted and disseminated. '

_ The disclosure requirements of 35 U.S.C. § 294(d) and (¢) have sometimesbeen




A, Mediation

.. ... -In mediation, a neutral mediator. facilitates communication, negotiation and
resolution by the parties. The mediator attempts to help the parties understand their own and
their adverrary’s real needs and real interests, articulate those reeds and interests, and create
a mutually beneficial formula for meeting the needs and interests. o
w0 The mediator may express a view on the merits if requested by the parties.
However, many practitioners are concerned that wng,the mediator may appear to have
~_compromised ¢

Also, the mediator may caucus privately with each party and shuttle between the
_parties. In so doing, it is imperative that the mediator preserve in confidence any information
learned from a patty which the party does not want disclosed.” Because some practitioners view
private caucuses as creating concern in the absent party as to whether the mediator is somehow
being tainted by the adverse party’s private remarks, some mediators attempt to conduct the
entire mediation without private caucuses, i.e. with all substantive communications between the
mediator and a party occurring in the presence of all parties. S

.« = Itiscritically important that a representative of each party with authority.to settle .
(i.e. an individual 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
licensee. Mediation will hardly ever be successful if this condition is not satisfied.

Finally, the background.tl‘alnmg a.ndexpenenceof a medmtor ls important,
Mediators :are not bormn. Litigators and judges may be.skilled at litigating and judging, -but.
not always at mediating. Training is a virtual necessity (o enable a mediator to; perform .
competently. The mediation process is so different and so fluid in comparison with an
- adjudicative, process, the mediator must have training 5o as.to. be fully prepared to assist the
- "7 Mediation has worked effectively in resolving intellectual property disputes. It -
has worked in large, complex cases and in smaller cases. It has worked early in the life of a
dispute as well as later in full-blown litigsation. It appears to be burgeoning as a well accepted
altemative to full-time, all-out litigation. :

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

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

1e mediator’s ability to facilitate problem solving in an even-handed manner, =~~~




C.  Early Neutral Evaluatian

Early neutral evaluation is usually a court-annexed procedure. Invented in the
Northem D:stnct ot' Caleomla. this procedure has enjoyed commercxal success m va"-"e other_j‘-
courts,” | :

‘Typically, after the pleadmgs are closed a respected neutral hurs a:gument by'
counsel, anempts to assist the parties in negotiating ‘a settlement, renders an opinion on the
merits, and in the absence of semlement, assists in working ‘out a pretrial scheduie, Like"

__.,.,medmnon and minitrials, it is imperative that a rcpresentanve from each interested party with. - |

authonty to settle artcnd early neutral eva.luauon sessmns }

{
Lo Early neutral evaluation has been successful both in sctthng mtellectua.l property -
d:;petét:ls and in assxsnng pames and cour:s :n developmg and !mplemcnnng dxseovery'

D Summa:y me Tnal

... Summary jury trials also have been useful in asslstmg pamos to mtellectual
propcrty -actions resolve their differences. Judge Thomas Lambros in the Northern District of
Ol':jxo l1s crio;dxted with originating tlns process. It has becn used hundreds of umes in that dlstnct
and elsewhere. . o

The same cast of characters as in a rmmtnal rarucxpates -- plus a judgc and an
empaneled jury, Counsei" argue to the jury, and the jury deliberates and renders a verdict, all
‘in a'short time (e.g. a day). Immediately upon heanng the jury S verdxct the parues confet'
mth the objecnve of resolvmg the dxsputc '

Lo Summary jury ‘trials -often “occur on’ thc eve of a Iong J“"Y tnal in a 1"3‘
complex case. :

mi END NOTES
Hybrld Pmcesses

Many combinations of the foregoing processes, and variants of the processes,
have been udlized in resoiving inteiiectuai property disputes. Parties have provided for
negotiation, followed by mediation, followed by arbitration. Parties have agreed to mediation,
:Ing havmg_medxated to close to a solut:on, have agreed to put the rcmammg 1ssue¢ to an

itrator, "

' The literature is rich, as is the expenence of some mcuuoners, wnh creative
techmques for encouragmg and enablmg pa.rncs to: soive thcu- prob ems :

Gcttmg To Thc Table , _ }
R Pexsuadmg parties to-talk has been a recurnng issue. A pre-dlspute ADR clause
hu posed lmie problem. A post-dispute suggestion of ADR may once have posed a far ‘more
senous problem. But that day is aimost 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 corporauons have signed the CPR
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corporate pledge. Hundreds of law firms have signed the CPR law firm pledge. Professional

‘associations encourage, if not compel, counsel to be familiar with and to consider ADR. Every

United States District Court provides for some form of ADR in its rules or its procedures’, It
is simply a matter of fundamental professional responsibility for counsel to consider *TR
without fear of waiving the white flag and without inferring an adversary who proposes ADR

is waiving that flag.

- * So with the psychological barriers reccding-,'v).hat’ does counsel or a party do - -
absent- a2 court order? gounsel can call counsel, simply as a matter of professional

.responsibility, to explore the prospects of ADR. Management can call management, beause

both know the cost of litigation, or because both know the court will encourage, if not order,
ADR. These communications can occur at any time -- e.g. during early negotiations, when a
ofor_npla_imf_is filed, on the eve of arguing a motion, on the eve of trial, during tnal_or aﬂertml

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
occur; ‘or strategic litigation is otherwise an imperative, the parties may never get to the table.
Some issues must be litigated. ADR will not solve every problem between all parties.

C.  Finding A Neutral

“The importance of engﬁging a competent neutral shines through the fabric of each
ADR process. How to find such a neutral is thus a critical question.

s gt

""" 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 adjudimtiv:‘frocess.od\er 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,

Trainir lg and experiende are”impomntzin all cases. Although it may be (and has

been): possibie for a. litigating attomney 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,

.. Also, it is imperative that each potential neutral commit himself or herself to
discharging the duties ‘and responsibilities of the engagement in timely fashion.
D. Whither ADR And Intellectual Property? -

: Since the 1978 TRW - Telecredit minitrial in our field, ADR has been tentativel
explored here and skeptically utilized there, until perhaps the last half dozen years during w

- many forms of ADR have been enthusiastically explored and confidently utilized. The signs

of the times suggest even wider and more creative applications of ADR. We should all be fully

- prepared.
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In the absence of contract language to the contrary, ail intellectual
roperty issues appear to be the proper subject of binding arbitration in

the United States.

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

_ issues,
‘Patent Athiuation

Until 1983, U.S. courts generally
__refused tororder binding arbitration of
isgries as 107 patent validity it enforce-
ability. Such paient Iaw isgues were said
to be “inappropriate for arbitration pro-
ceedings and should be decided by a
court of law, given the great public inter-
est in challenging invalid paleais.”!
However, with the enactment of 35 US.C,
§ 294 (effective February 27, 1983), the
arbitrability of patent disputes under US.
law -is no longer in question on this
ground. Voluntary, bindihg arbitration of

patent validity, enforceability and

infringement is expressly provided for in
Section 204,

Gimilarly, 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.” Section
- 135(d) reserves to the Commissioner of

Patents and Trademarks the right to
~determine patentability. e

. Sockion 294fb) provides duter alia that

all patent detenses under 35 U.5.C. § 282

“#shall be considered by the arbitratorif

" raised by any party to the pruceeding’?
Express inclusion of these defenses in
Section 294 has foreciosed any sericos
gquestion as to the scupe of patent issues
properly subject to binding arbitration. In
short, virlually every defense to a elaim
under a U5, patent.may be the subject of
binding arbitration under Section 284,

. These defenses include issues as to
“title, as well as validity and enforceabili-

ty, including unenforceability issues

““hrought in Ialy, The District Cotrt cited

'y Circuit appears to favor arbitration, in

- Chimigues v..5CM Corp.” the court of
- appeals‘construed an arbitration claunse i ¢

—.action for breach of contract would be .. . . ..

Section 294 in rejecting plaintiff's con-- By David Plant -
tention that patent infringment claimg ===
mmay be heard only by U, distiict courts.y
The Court of Appeals for the Federal

the ADR. Committee of the

Cgenerall Tn I% re Medical Engineerin
.. Corporation,® the court of appeals uphel
a district court order staying o patent -
infringement action in favor of arbitra-
tion. Earlier in Rhone-FPoulenc Specialties

Neave. Thiz articla is an up-

- Worlthwide Forum on the
Arbitration of intaffectual
Property Disputas, held in

a patent license agreement to include’
isstes as to the scope of the rlaims of the
licensed patent as well as Infringement
iszues.? Tn Rhene-Poulene, the Court of
Appeals invakad ‘Mitsubishi Motors v,
Soler Chrysler-Plymouth,? to the effect that
the “ "intentions [of the patties] are gener-
ausly construed as to issues of arbitrabili-
r ld']u N
ty- However, the Court of Appeals for
the Federal Circuit has refused to permit
- arbitration to supersede the jurisciction
of the U.5, international Trade Com-
- mission {ITC) over intellectual property
" issues arising in a 19 U5.C. §1337(a) pro-
“ceeding.!! The ITC complaint was based . .

_‘on alleged misappropriation of trade

secrets, trademark infringement and false
- representlations as o spource. An'LIC
Administrative Law Judge had terminat-
ed the proceeding on the ground of (1) an
arbiteation clause,’ (2) a previous ITC
decision terrminating a proceeding in light
. of an arbitration agresment, and (3) a fed-
-eral districl court decision that Farrel

based on patent misuse or other antitrust -

‘grounds. As fortitle, in Soun-Graphics. dne. &
v. Phetomatrix Corporation ® the district

:couvt noted, without resgrvation or other
‘eomment, that it was “likely that the

:{alifornia arbitrators, while addrcssing

the validity and scope of the 198
+Agreement, will also address whether
_there has been a transfer of righis’to one
or more claims of the patent by virtue of

the agreement.” . .
: Interestingly, Section 294 was

invoked in Warner & Swasey Coa. v,
 Sptvagnint Transferica.’ An exclusive

liconsing agreement provided that any

agal history is replete with illustrations of how the evolution .
of the modecn-day systern of arbitration of commercial and . ;|
tabor disputes was met with rasistance by the court systent. - -

author. That has, fur the most part, changed, Now. he says, "all
“intellectusl propeity issues gppear o ba the propor subject of bind-
ing erbitvation.” This is nct to assert that there are o substarntive . .
intoltectual property policy issues remaining to be addressed, of -
course. Matters of arbitrability remain open to intarpretation by tha
courts, thaugh carsful tailoring af the tering of arbittation cgndo = .
much to clarify any controversy and move disputes swiltly to resol
tarn. T

DISPUTE RESOLUTION JOLIRNAL 8

The author s tf_mdﬁm’rm'm ofl .

Aenerican intellectual Propasty
Law Associstion and a partrer
i the New York firre of Fish &

‘dated ang revised version of &
idenger paper presemtad st the

bitration in is application to imellectus! propaily issvas also fol -
“levwed a long and difficult rosd ta scceptance by the courls, says the .-




must pursue its ¢laims before an [TC arbi-
tration panel.®* The Commission agreed
with the ALT and cited Mésubishi Motors!
in support of its view that

“ ra party to aninternational transac-

tion will ke required to honor its agree- -

ment to arbitrate dispuies involving
statutory claims under U5 law when
the arbitration agreementt reaches the

_statutory issites and when there are no -
legal constraings extérnal th the apree-—

ment which foreclose arbitration of
such claims.” “15 '

The Court of Appeals for the Federal
Circuit found such a “lagal constraint { |

. which foreclosels] arbitration™ and
reversed on the grounds that {1) the
directions of 19 U.5.C. & 13237(b}{1) and

(&) aré mandatory {i.e., the Commission -

“chall investigate” and “shall determine”
whether ar not there is a vielatdon} and
{2) the narrow exceptions of Section

. 337(c) to the statutory mandate do nol
agreement to arbi-.

embrace a private
trate, 1% :

- The court noted that Mitsebisii's rea-

soning was confined to judicial proceed-

Cammission can consider remedies
ordered by an arbitral tribunat® ;
A similar situation may obtain with
the United States Federal Trade
Commission (FTC), the domestic analog
to the ITC, The FIC is empowered and

“directed by 15 W.S.C. § 45(a)(2) to prevent

the use of “unfair metheds of competition
in or affecting commerce and unfair or
deceptive acts or practices in or offecting

commerce.”. 13, U.S.C. § 45(B) requires.an.......... ...

tnvestigation by the FTC where “the

. Commission shall have reason to belteve”

there is a vivlation oe where it “shall:
appear to the Commission that a proceed-
ing by il . . . would Dbe to the interest of
the public ... * In the event the FTC dous
initiate an investigation, 15 U.5.C. § 45()
pravides that (1) the FTC shall issoe 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 party o
an arbitration agreement may invoke
such an event in line with Farrel to abort
the arbifration.

We are unaware of any case like
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thga, did not extend to administrative-

‘proceedings, and thus was consistent

with the court of appeals’ ruling. The-

court invoked Mitsubizhi's statement that

“not “all controversies implicating statuto-

‘ry rights are sultable for arbitration .. ..

~[I}-is the .congressional inrention
expressed in some othor statute on which”

the courts must rely to identify any cate-
~gory of clabms as to which agreements to
arbitrate will be held unenforceable.”V?
The court also cited Gilmer v,
Deterstateffohnson Lapne Corp.,'® where an
arbitration agreement operated as a waiv-
er of access only to a judicial fovum and
not an administrative forum. )
Thus, it appears that, nolwithstand-
ing an otherwise binding and enforeeable
agreement to arbitrate, a party to such

..... agreoment may attempi o persuade the
ITC to investigate and determine whether

or not there is 4 violation of Section
337(a), and if successful, may abort arbi-
krativr. ]

The Farrel decision is directed to the
imnpact of a prior agreement o arbitrate
after an 1TC investigation has com-
menced. Query whether a party who
wishes that the otherwise agreed to arbi-
tration go forward may successfully

enjoin the potential 1T complainant

trom requesting that the ITC initiate an
imvestigation ' Also, the court of appeals

] acknowledged the possibility that the

Farrel having artsen in the FTC confext, 1f
Farrel were urged in an FTC context, the
differences between the scotions enabling
the FTC and the {TC might afford a per-
suasive argument that binding arbitration
may properly be used to prevent the use
of unfair methods of competition over
which the FTC would otherwise have
parisdiction, | . .
The nel of the faregaing is that an

“arbitration clatse may permit resolution

of patent (or other intellectual property)
issucs by way of binding arbitration in -
liewt of a prnceedin[{, before a U.5, court,
but not always in lieu of a procesding
before a U5, administrative ngem‘g, espe-
cially the ITC and perhaps the FTC. '
 Turning now to patent interferences,
there Js doubt as to the value of arbitration of
an imterference (s provided for in 33 USC

"5 135N bevaime Uw Payeiravd Trademark e

Qffice is net bound as te any issuc of
patentability.? Nevertheless, arbitration of
merference insues has been undertaken on
more than one acéasion - and has been
reported in at least one case. In Liiter v,
Hiraga 22 the parties to an interference
entered into an arbilration agreement $o
“ faugid the delay and expense associ-
aterd with formal interference proceed-
_ings in the [PTO] and in the Courts of
the United States. ... "%
The arbitrator decided the issue of priorl-
ty but doclined to decide matters of




e

atentability which he submitted to the

11.5. Patent & Trademark Office.

" But the express language of Section
135¢d} provides only that the Com-
" prissioner is not precluded from deter-
mining patentability, It does not preclude
an arbitrator from making such a deter-
rriination subject-to the Commissioner’s
review, - '

" Arbitration of patent issues may be -
possible gven apart from Section 294 T

fthe arbitration arises out of a contract dis-

puie (2.g., whether or not royalties are
due under a patent license agreement),’
validity may not be in issue and Section.

294 may play no role, espedially if the
contracl limits the arbitrator's powers in

_this regard 2! The Court of Appeals for:

the Federal Circuit has endorsed a district

court’s characterization of the arbitrator's

powers:

" The court holds that the arbitvators
in this case did not imperfectly execute
their powers by refusing to invalidaie
Wright's patents. The arbitrators’
“powers” in this case were derived

_ from the agreement of the parties and

. the governing federal law. Those pow-

“ers were Hivited primarily o constru-
ing the contract between the pavties to -

- determine whother or not certain toch-

__nolagy camw within the scope of the’

“partles’ agreement. The arbitrators did
“not have any power to invalidate

patents, since the parties never agreed’
to arbitrate the validity of Wright's

_patents, nor does federal law give arhi-
[ trators anindependent powsr to inval-
idate patents.” "2 '

Curther, if a patent issuc is amenable
to resclukion in a non-federal forum, such
as @ state court, then it should also be
subject to resnlution by arbitralion wholly
apart frem Section 294, For example, in a
dispute as to whethar a state court was
the proper forum to decide “rights”
between the parties to a paiont and how
those sights relate to the partics’ financial
rights and obligations under a purchase

" agreement, the Court of Appeals for the
Yederal Cireuit affirmed a district conrt's
decision to dismiss for lack of subject
matter jurisdiction under 28 UE.C. §
1338(a). % The court of appeals found that
an evaluation of the validity or “true”
value of the patent would be only an ele-
mont of a defense to the contract action
and held that '

“the fact that patent issites are relevant
under state contract Taw to the resolu-
 tion of a contract dispute “cafnot possi-
bly conwvert a suit for breach of contract

~parties-to-choose-the-law-

into one “arising under” the patent
laws as required to render the jurisdic-
tion of the district court baged on see-
tion 1338
Howaver, Additive Controls &
Measurements Sys. v, Flowdata, 2 held that,
in the context of a state Jaw business dis-
paragement claim originally bmu%ht in
staic court, the dispute belonged in feder-
al court because plaintiff's right to relief

substantial question of patent law, viz,
the falsity of defendant’s accusations of
patent infringement. In Adidiifoe Controfs,
the Court of Appeals for the Federal
Circuit distinguished other opinions on
the ground that in those cascs plaintiff's

right o relief did not depend upon reso-’
lution of a substantial questiun of patent -

aw. - -
The net of the Federal Circait opin-
ions- discissed above is that—in light of

the recent trend encouraging arbitration :

in fields previously reserved for resola-
tion in the courts, the lack of express pre-
emptive language in the statiste or legisla-
tive history of 35 U.5.C, § 294, and the

~-Supreme Court’s willingness to allow.

necessasily depended. on resolutionofa o

governing arbitration, and
absent contractual or statu-
tory limitations to the con-
trary—issues of patent
validity, enforceability and
infringement may be sub-
ject to binding arbitration
outside the scope of 35
USs.CL g 294, L

‘Virtually every defensetoa
claim under a United States
-patent may be the siibject of
binding arbitration under .
Section 294,

Copyright iasues

Although Congress has authorized
arbitralion for patent disputes, it has not
done so for copyright disputes.® Never-
theless, copyright license agreements may
praperly provide for binding arbitration
of disputes arising out of the agreement.
These agreements have bren challenged
under 28 US.C. § 1338(a), which gives
faderal district courts “original jurisdic-
tion* of actions for copyright infringe-
ment as well as for patent infringement.
In addition, as was the case in pakent dis-
putes bafors 1983, it has been argued that
public policy prohibits the submission of
cupyright claims to arbitration—or at the
least, precludes arbitrators from deter-
mining the validity ot copyrights. These
arguments have generally not been suc-
cassful, .

In Kamakazi Music Corp. v. Rebkins
Musi¢ Corp.,% the Court uf Appeals
endorsed the arbitrability of copyright

w ; ERRETC R i
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infringement claims where copyright

- validity was nwt in issue. Kamakazi sued

" for copyright infringement after a License

had expired, because Robbins continued
to print and sell the copyrighted works.
Robbkins contended that Kamakazis suit
'was for broach of contract and the district

“court tacked jurisdiction. In the alterna-

: The court of appeals
- held that public’

- policy doas not

. prohibit the
 submission of ..
“gopyright - oo
infringement claims - .
to arbitration. )
A

.ment. Th “the circumstances of this case,
the arbitrator had jurisdiction to make an-
award under the Copyright Act,” angd

——————
12 - JULY 7985

ttve, Robbins sought arbitration pursuant
te the license agreement, The district
wourt ruled that the suit was for copyright
infringement and the court had jurisdic-

“tion, and ordered the case to arbitration,

Thereafter, the arbitrator rendered an
award in favor of Kamakazi, basing his
remedies on the U.S. Copyright Act, Le.,
statutory damages and attorney’s fees,

-Robbins appealed to the U.S, Court of
- Appe

als For the Second Circuit, arguing
that the arbitrator had exceeded his

- authority in applying the Copyright Act
in the arbitration proceeding.

The Court of Appesls for the Second
Circuit made it plain that the claim sent
to arbitration was for copyright infringe-

“the arbitration ¢lauss was broad enough

to encompass Copyright Act ¢laims

which required interpretation of the con-
tract.”%

- The court of appeals held that public
policy does not prohibit the submission
of copyright infingement claims o arbi-
tration. “The anly "public interest’ in a
copyright claim concerns the monopoly
fereated byl a valid copyright.”32 How-
ever, the court did not }i,mvc te face that

issue, because the validity of the capy-.

right was not at issue in the arbitratian.
(in facl, this 1ssue was decided by a Jdis-
trict court.) Withont any such public peli-

ey convern the courl of appeals found no

reason to prohibit the arbitration of copy
right infringement. Thus, Kamakezi Teft
apen the question of whether the validity
of a capyright is arbitrable.

In Saturday Eveniug Post Co, v,
Rumbleseat Press, Inc.,*? the Court of
Appaals for the Severdh Circuit held thal
an arbitrator may determine the valldity
of a copyright when the issue arises in a
copyright license lawsuit, After the Hcens-
ing agrecmont between the two partics
had expired, Post filed an action, charg-

ing copyright infringement and seeking.

arbitration. Rumbleseat argued that

Post’'s copyvrights were invalid and

apposed arbitration on the ground that
Congress’ decision to give federal courts
exclusive jurisdiction over copyright

actions in 28 U.S.C, § 1338(a) implicitly

o
(14

‘patents,” yet Congress had passed 35
U.8.C. § 294 expressly authorizing the |
arbilzation of patent validity issues. .

More recently, in an action involving ™

‘trademark acts, or bo_th.

——

precluded arbitration of dispﬁ tos over the
validity of a copyright. : :

The Court of Appeals for the Sevent; -

Circuit rejected this argument where
validity is at issue in a contract dispute,

noting that “a dispute over theterms of g -

;:Iyﬁght Heense is not deemed to arise
er the Copyright Act” because it iz
“too remote from the federal grant (the
copyright}). "3

- ~-The-court stated that because-the--—

arbitration. of a dispute involving an eco.

e om

nomic monopoely (e, anditrusty was nop - -

gonwiderad a threat to public policy by the

Supreme Courd, the arbitration of a diy- -

pute invelving a considerably less dan-
gerous legal monopoly (i.e., copyright)

that could easily be circumvented by the
resented -«
‘gven less of a threat to public policy, . 7

croaHon of close substitutes

Also, the public policy danger was fur-

ther lessened by the fact that the deci- .

sione of arbitrators are hinding only on
the parties involved and have no value as

. a precedent. Finally, and of special inter-

est, the court neted that the danger of
monopoly is “more acutagf posed by

passed 35 ©

muitiple claims of breach of contraci and

copyright infringement, the Court of
Appeals for the Fourth Circuit held that

- the Federal Arbitration Act reguires that
‘the non-arbitrable isrue (according to the
Jarbitration agreement) of the royalty
~gmount be separtated from the arbitrable

issues (which included copyright -

infringement, conspiracy to corunit copy-

right infringement, fraud and RICO
claims), and that litigatien should be:

stayed pending such arbiiration s
Public policy s not likely to continue

as the primary conccrn in copyright
validity arbitration cases. It is move likely . .

that future decisions regarding the arbi-
trabillty of copyright validity issues will

. depend wpon the manner in which the
courts choose to interpret the arbitration

clause.

Trademark lasues

. In contrast to patent rights and copy-
rights, rights in a trademark in the US. ¢
arise primarily under the common law as

“the result of appropriate use of the mark.

Such rights may be augmented by regis-
tration pursuant fto the Federal

“Trademark (Lanham} Act of 1946, or by -

registration pursyant 1o one or more state




R

Tt appears that trademark
sssues are arbitrable, depend-
ing upnn how generously the
courts choose to interpret the .
arbitration agrecment and.
. pplated statutes. Given the N
Cepurtst current attitudes. . ..

toward arbitration, -and
asspming a broad arbitration
- clause in effect at the time of
the dispute, trademark claims
based on or issues arising out
of a license agreemenl, tather
than federal trademark
gtatute, would likely be arbi-
trable——potwithstanding older
anthority to the contrary. The
same may be concluded with -
respect 10 all issues arising in
a trademark dispule even
without 8 pre-dispute arbitra-
tion provision. i '

One case in which arbitra-
tion was denied is Wyatt Larg -
Ewterprises v, Sackman, e In this case,
Wyatt Barp claimed trademark infringe-

ment after the expiration of the license -
agrecment betweesn tho two parties.

Reflecting an inhospitable view tuward
arbitration, the district court interpreted
the arbitration clause to apply only o
contract disputes arising dircclly out of
the licensing agrecment prior to ifs expiv
ration: ' .
“Whether or not defendant has com-
peted unfairly with the plaintiff pre-
sents an issue far franscending onc
merely ‘arising out of or relating to' the
contract between the partics, and it is
incanceivable 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 o contract dispute, it
was not covered under (he arbitration
agreement. :

Three years later, the same disirict
eourt (but a diffront judge) distinguished
Wuyatt Earp. In Sency Susan Products, e,
v. Altied Old English, Ine.,* the court ruled

thal disputes involving trademarks and

trade names were arbitrable. Aljed had
commenced arbilration proceedings
agatnst Sancy Susan, I'romptly thereafter

Saucy Suson commenged an action in the
district court against Allied for trademark

infringemeont and unfair competition.

Athied moved 1o stay the districl court

“action and w compe] arbitration,
© The district court ruled that the trade-
mark and unfair competition issues were

“subject to an arbitration agreement. The

court distinguished Wyat! Earp by noting

that, it contrast te Saucy Swagn, the Wyalt
.- Barp lcensing agreement containing the | .
. arbitration clause had expired, and the

“Season’s Greatings' looks

© OK te ma, Let’s run it by the
-legat department. ™

acts complained of by plaintiff had

_occurred after the expiration date. The
, vourt took into consideration decisions of
- the U8, Court of Appeals for the Second
-Circuit favoring a more liberal construc-

tion of arbiteation agreements, and ot .- -

time, the district court stated that “it does
ot appear that an agreement to arbitrate
future dispules 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 Industrivs,
e, v. Ca!:}wc'ﬂ,_ a district court in 1Hinois
embraced the older view and decided that

trademark infringement claims were not-

arbitrable.* Homoewond sued Caldwell

for trademark infringement, unfair com- -

petition and patent infringement atter

. Homewood had terminated a franchise

agreement between the two parties, and
Caldwell had continued to promote the

--this basts, was not persuaded by the dig- .
tinction between tort and contract law -
expounded in Wyat! Enrp. Significantly,
* the court notad that Sauey Susan did not.

- argue that public policy weighed against

- arbitrating claims of trademark infringe-
‘ment and unfair compatition. At the same

trademarked and patented products. =

. Caldwell moved to compel atbitration
", pursuant to the laws of lllinois under a
praovision in the franchise agreement.
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 AAA Rules and Procedures Far Handlmg '
- Intellectual Pmpeny Cases .-

- he uise of altemalive disputs resolution {ADH) pmcesses
: f3> T ‘in résoiving imetlectual propami dispties s increasing -
. 9 techtiology rapidiy ‘achvances and businesses stmm o

-Jm' giohal manutactunng. and mérketing advantages. ... RIC
R methods have proven panicularly effectiva in tha mm

anﬂ hformalion indisiries, - =

-Parties to thase disputes look 1o ‘the ndeés and procedures
develo d by the American Arbitration Assoclation for the: ...
admlnistrahm of intetteciual propeny disputes, including the oy
" Patent Arbitration Rules, the Commaertial Arbitrafion and.
" Mediation Rules, and the Supplemamary F'rocedures ior Large.

. Complex Disputes. . :

In addition to parelsts with lntellecmal pmparty experhsa |

"o the AAA's commereial panel, the select, nationwide panel’ -~
for the AAK’s Large, Complex Case. Progiam (LCCP) has 45 -
" arbitrators and medistors specializing.in the fisld of intellec-. -
* lual property. Their backgrounds and professionat. expensnce -
cover such groas as patent and raderark Migation, trade -7 7
‘sacret, copyright law, complex tschnology and contract issues.
--copyright und trademark regiestration and licsnsing, foraign.... -
' patenty, data rights, soffware protection, and transfer of intel-
" Tectual property.rights. The panelists provide technical exparhsa
~in such areas as dala communigations, compuler andcom:.. ..
pmr peripherals, medical devices and. technology, microgireuit -
-~and microcomputer hardware. All LGCP- panelists also partici-. .

- ethics and skills involved in mnnaging a Ia.rgﬁ oomplsut arbi-
. tration or ‘mediation. - .
" There wers 13,192 busmess disputas ﬂled w;th the AM ln -
1994, with clgims and counterclaims reaching $5.9 billion. This .
Includes:394 patent, licensing, trademark and tomputer cases - .
with claims and counterciaims tolalling $881.3 million [}

" . fast-paced emflrgnment hlgh»techmlogy nntaaalnmont-f.._."_:»

pate In spacial training in the objectives, procedures, fssues, - .
: the arbitrability of ixsucs under .S, . -

anbitrust faws and securities laws are like-
" ly to weigh heavily in future decisions in

In LLS. Diversified Industries, liuc, v.
Barrier Contings Corporation,® an action for
breach of contract and trademark
infringement, defendant moved to stay
proceedings in coutt pending arbitration,
The arbitration clause was broad:

- ¥ rAny dispute asing hereunder shall

" be settled by arbitratior: .. according

o the commercial arbitration rules of .

LTI

in any court having jurisdiction,
The distric court found that the trade-

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

- angd granted defendant’s motion.

he faregoing authaorities center on

“the effcct of an arbitration clause in a pre-

dispute agreement and manifest the need

1 - for care In drafting such clauses to effect’
~the partieg’ intent. The issue not yet
.- definitively resolved is whether or not a
- naked claim for trademark infringement

aunder the Lanham Act is properly the.
. subject of binding arbitration. In light of
+. the recent judicial trend, the answet is

bkeiy to be m the afh.m\c\tive .

; Fsderul Antmust nnd Senumlas I.aws

The more recent decisions concerning,

favor of the arbitrability of intellectual

cproperty issues, As with intellectual
cproperty claims, United. States courts___

once generally held that claims arising
under the federal antitrust; securities, and

.. RICO laws were not arbitrable for public

1lomewond opposed, contending that the.
federal courts had originai jurisdiction
over federal trademark and patent issues.
Thus, 10 years before Section 294
became sftective, the court held that
claims for infringemant of a federally reg-
Cistered trademark (as well as patent
- claims) were nol arbitrable becavse the
_jurisdiction of the district courts over a
“cavse of action arising under the federal
" Arademark (and patent) laws was exclu-
siVe pursuant to 28 U.S.C. § 1338. The
 Homewood court did recognize, however,
© that under some cirqumstances arbitra-
tiot might be appropriate:

“However, should it davelop frum ‘
future pleadings and/or pre-trial dis-
.covery that the instant action is in real-
v an action on the Franchise
Agreerment, this Court does not intend -
that this ruling should be a bar to arbi-
. tration if arbitration is appropriate.”

S .
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policy reasons.®® Recont Supreme Court

decisions, however, have rejected public

. palicy as # justification for holding fedér.

al antltrust, socurikies, and RICO claims

- monarbitrable,#

Tn Scherk v. Alberto-Crulver Co, %5 the
Supreme Court upheld the arbitrability, -
with respect to an imternational arbitra- .
tion agreement, of claims 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
bﬂ.auqe without a “contractual provision
cifying in advance the forum in which
lspute-b shall be litigated and the law to

- be applied,” the "orderliness and pre-

dictability ess¢ntial to any international
business transaction” would be impossi-
ble to achieve#® The dissent rejecred arbi-
tration for Section 10(b) un stetulory and

 the American Arbitration Assocfation. .
“arel any award therein' may be entered » - - o




i

biic policy grounds, but interestingly,
5;;:&;1 g\at 4lijf 4 question of trademarks
were the only one involved, the principle
of The Bremen v. Zapats Off-Shore Co. %
(favoring forum selection), would be con-

trolling,”
allowed ®

: In Mitsubishi,¥ the Supreme Court
neld that public policy did not preclude’.

arbitration of 4 dispute arising under the
_ 1Tnited States antilrust laws, at least in the

international coNtaxt, ‘The Mitsulishi court”

Jid not address the arbitrfability, in the

U.8., of domestic antitrust claims. This.

feft at least three public policy-based
issues unresolved: {1) whether the avail-
ability of treble damages in domestic
. anditrust actons would preciude arbitra-

tipn; (2} whether upholding pre-dispute
agreements to arbitrate domestic disputes....

would violate public policy; and (3}
whether “the petvasive public interest in
enforcement of the antitrust laws,” and

reviously uniformly followed by the
Courts of Appeals, would ¢ontinue to

preclude arbitration of domestic antitrust
claims in generat, Bach of these questions -

- has heen addressed by U.S. courts,

. s Treble Damages, In Mitsubishi, the
‘Supreme Court ruled that, even with the

availability of treble damages, interna-
tional antltrust ¢laims were arbitrable.
The court emphasized the compensatory

function of treble damages in antitrust.

cases over the penalizing and ‘deterrent

function of such damages. The court con--

. cluded thal “so long as the prospective -

- litigant effectively may vindteate its statu--
tary cause of action in the avbitral forum, - .-
the statute will continue 1o serve both its .

remedial and deterrent function.s?
“In later decisions, the Supreme Court
and other courts have extended the rea-

toxt. In McMahon, the Supreme Court
. addiessed 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

Teodoral Arbitration Act. The court
invoked Misuhishi and rejected the con-
" tention that public policy preciuded arbi-

trating RICO claims. The court noted that -
" thie RFCE) treble damages provisions were.
modeled on the antitrust statutes and saw

no reason to prechide an arbitrator from

awarding treble damages, or to allow the
freble damages provision of RICO to pre-

clude arbitration of RO claims,

. Treble damages appear to be arbitra- .

ble in domestic antitnust arbitrations as

well. In Kerr-MoGee Refining Corp. v. M/T |

i.e., arbitration would be.

Triumph,™ the Court of Appeals for the -

‘Second Circuit stated in the context of a
RICO arbitration that the arbitrators .
.-could treble their award if they found an
antiirust violation, ndeed the court went |
further and stated that in an appropriate
casé arblirators could enhance their

award by punitive damages. ...

* Pre-dispute Agreemenls. Lo Arbitrate.

Prior to Mitsubishi, U.5. courts had

‘enforced post-dispute agreements to arbi- =~
he courts andle-"""TT T

trate antitrust issues.
gized these agreements 10 settlemen)

refused to enforce pre-dispute agree-

ments to arbitrate on the ground that they
“vielated

blic palicy

The

arhitrate. " . -

_ itsubishi Court, in the contextof 77 0T e
“that international  antitrust claim, ..

. enforced a pre-dispute agrcoment to arbi- |

i ‘trate, finding that it did not violate public’ .

cpolicy, This left the question of whether . .~ .

- domestic antitrust claims conld be arbi- 0 T LT
‘trated under pre-dispute agreements fo_ .

‘agreements, finding they did not violate .
‘public policy. On the contrary, prior to ~ '
Mitsubishi, United Stales courts had often

Gince Mitsubishi, U).$. courts have pes- .

mitted arbitration of similar disputes .
‘undet pre-dispute agreements. Thus, the

Supreme Court has upheld the validity of . .

Second Circuit In American Safefy™ pre-

‘cluded avbitration of domestic antitrust
-jugues. Since Mipsubishi, in 1985, both dis-
; YRTLS ha ! ~trivt and appellate courts in the US, have
soming of Mitsubishi to the domestic con-.

ugslioned the continued applicability of

“the: American Safefy doct!ir)e.With respect
‘to the arbitrability of domestic antitrust

dispules, . _
“The cours in GKG Carike, Inc, v.

Nokia-Mobira, Tnc.,5 and Gemee Lakino-
jected
. choose to interpret

amterica, e, v, Seiko Time Corp,,

. the Americrn Sefely doctrine and allowed

the arbhitration of domestic antitrust

issues after reviewing the Supreme
- Court's decisions in Mitsubishi and

McMahon. The GKG Caribe court stated . g ——

that the Supreme Court “if confronted

squarely with the issue of its fthe

Amerfcan Safety doctrine’s] continued
applicability, would most certaintly dis.
card sald doctrine.”™ The Gemee opinion
is to Lthoe same effoet.

Dicta of U.S. courls of appeals are in
accord. 1n Kowalski v. Chicago Tribune

pre-dispute agreetnents to azbitrate RICO....
claims, secunities claims, and Age Dis-
«erimination Employment Act (ADEA)
“claims. Appellate eourts have upheld - .
such agresmenis invelving Employee - .
- Retirement Income Security Act (ERISA) .
:Ciaims.b'.'t- ST g
s The Fublic interest, In 1968, the

Future arbitration

decisions regarding

“the arbitrability of
copyright validity
izsues will depend

upan the manner in

“which the courts

the arbitration

clause,
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The issue not yet
dafinitivaely resolved
is whether or not a
naked claim for
trademark
infringement under

Co.,5% the Court of Appeals for the
Seventh Circult stated that "it seems
unilikely after McMakon that the principle
of Mitsubishi can be confinad to interna-
Hoenal transactions.” The Court of
Appeals for the Eighth Circuit has stated
thpt Mitsubishi and McMakon “may indi-
cate” that antitrust claims can be made
the subjert of arbitration between agree-
ing parties.® The dissent was more out-

tate” that the antitrust claitns of 1
are subiject to arbitration. & “PPelices
Each of these opinions acknow]edgeq
the arbitrability of pre-dispute agres.
ments to arbitrate, rendering public poy;,
ﬁy grounds for precinding arbitration o
o

mestic antitrust issues moribung,

Accordingly, it is ikely that in the future
courts in the U.S. will find domestj(

—
Mitsubishi, buttressed by Gilmer @ wgi.

the Lanham Actis

~properly the subject - spnken, stating that McMahon and antitrust claims aybitrable. "
of binding
arbitration.
N '
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change its corporale name to minimize con-
tusion, Federal trademack rights opparenily
were not in issue. Fugis Corp, o Engis LH.,
BUO FSupp. 827, 629030 (N.D. TH. 1992}

¥ CGivi) N 83-2124-T (D). Maxs. Oclober 18,
9824

2 Wilke v, Samn, 346 L8, 427 (1953){clatms
nndder the Securitivs Avt of 1933 nonarbitra-

ble for public policy reasons); McMihon .

ir. 1986HRICY clainys and claims under tho
Securitivg Pachange A¢t of 1934 nonarbiy.
ble for public policy muisons), reversed ab 482
L.5. 220 (1987); Americar Sefely Squipmen;
Corp. v, .. Magnire & Co., 391 F.2d 821 (2nd
Clr. 14968) prrtrust tsses nonarbitrabla),

4 Mitsubishl, supra, note 9, at 614 (publie poli.
ey ¢does not preciude orbitration of antivgg
issuey in inernational context); Rodriguer de
Quipas v. Shearson]Am. Fxp., 490 US. 477
(1989 expressly overruling Wilke and find-
ing claims under the Securitias Act of 1833
arbitrable); ShearsonfAmericart Express Ine. v,

MzMahon (hereinafter MeMabion), 482 U5 .

220 (esfinding claims under RICO angd

under the Seeurites Exchange Act of 1930 -

arbitrable),

46417 114, 506 (1974).

i at 516,

A7 UL

4 Bupra, naote 45, ot 522

™ Snpra, note 9.

00, ok H37.

924 F.2d 467, 470 (2nd Uir. 1331),

" Fur pxamiple, Coblr v Lewis, 488 F2d 41
{5th Cir. 1974)("as a pneral matter, antitrast
¢lpims are not appropriale subjects of arbiira~
tlon.dexcept] "'when the agreemuent o arbi-
trate |5 made afhr the dispute arises. “} 330
B.5upp. 99.

A Pritzker v, Mereltt Lynch, Pierce. Fenner &
Smith, 7 Lo 11H), 1111212 (ard Cir £993);
Bird v. Sheurson LehpranfAwmerican Exp., e,
926 F.2d 118, 121 Qund Cip. 1991).

# Supr, note 43,

w725 FSupp. 109, 110-113 {D.0LR. 1989).
%671 F.Supp. 572, 979 (SDINY, 14587)
= Supra, note 55, 8 1EL

B84 T2 168, 173 (7th Cic, 1938).

W Bmesinon ‘e loe Cremn Lo, o, Corsadr Curpl., 942
F.24d 1307, 1310 (8th Cir. 19441},

L Buprz, note 15,
™ Sypra.note 5Y, at 1311,
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”:“}E’i‘;.Draftlng for Conhdentlahth =
Arbitrability, and Enforceabﬂlty

_ 1n Intellectual Property Agreements

‘l'-’:-"(thh Form)

by David W, Plant

“ADR" refers to alternative dispute resolution; “IP” 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 Pubhc 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 TI A.S. No. 6997, 330 U.N.T.S. 38.
| A. I_n_tr_oduct_mn

1. Alternatives-to conventional litigation can be advantageous in protecting
confidential information. Various techniqu2s, 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
- tespect 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

 panels of neutrals,

- A complete set of ‘the course materials from which this outline was drawn may be pur-
_chased from ALI-ABA Call 1- 800-CLE-NEWS ext. 7000 and ask for SB41.

::1
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2. Similarly, a technique that offers some protection of confidential informa-
tion may not satisfactorily resolve the underlying dispute. For example,
when considering arbitraiion as the dispute resolution process, you must
be concerned about what issues (especially intellectual property issues)
may properly be arbitrated and whether the award may be enforced. If
arbxtrabxhty and enforceability are not ensured, investments of resources

_in arbltratlon may y:eld dxsappomtmg results

B. Conﬁdenhahty

1. 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 dlspute and.the terms on.which the dxspute was re-
solved. :

a. The advantages of ADR in protecting confidential lnformatlon vary
from technique to technlque : -

b Understandmg those vanatxons w:ll go a long way in helpmg business

. people and their counsel select and 1mp1ement an appropnate process
2 Ad]udtcatwe Alternatives to Litigation. In ad}udlcahve alternatxves 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 proceedmg On this score, a
stipulation between' the parties, or an order from the tnbunal or even an
order from a court in an ancdlary proceedmg wdl be necessary

a. Whether such an order may be issued by an arbitral tribunal is not a
certainty. The parties must be fully aware not only of the institutional
rules under which they are arbitrating, but also of the arbitral law gov-
erning the proceeding. For example, for mstltuhonal rules:

“i.” Article 52 of the WIPO Arbitration Rules provides for-a relatively -
elaborate procedure for protecting confidential information, including
*in exceptional circumstances the appointment of a "conﬁdentlahty ad-
- visor” Also, Articles 73-76' prov:de for the confidentlal treatment of all
~-aspects of an arbitration, - o S '
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ii. Rule 17 of the.' CP_R. Rules For Non-Administered -Arbitfation of Pat-

.'.;.-ent and Trade Secret Disputes contains detailed provisions regarding

~confidentiality, including authorizing the tnbunal to issue an appmpn-
'_ ate order (Rule 17.6). - L _

iii. Rule 33 of the AAA Patent Arbxtratlon Rules prowdes on!y in terse
"terms for the issuance by the arbitrator of ant order to protect conf:den— S

tial information.

“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 sub]ect matter of the arbm'atlon : - _ -

: v. The current ICC Rules of Conalxatlon and Arbltratlon are snlent on

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

as others.

In addition, regardless of the provisions ‘of the applicable: 'n'ilés, the
cultural or experiential background of the arbitral tribunal may play a

* decisive role in resolving the questxon of how far the tribunal will go'in
‘endorsing a protective order.” This is especxally true in multi-national

and‘ muln-cultural arbltratl_on )

Importantly, post-arb:tral proceedmgs ‘often leave otherwise protected:f
:_ '_'.mformatlon vulnerable as far as pubhc scrutmy is concerned )

'_ '_ i Thisi is true b'ecau'se to e'nforce'an arbltral aWa'rd agalnSt a recalc:tfa'nt
- loser it is necessary t0 go to court to seek a judgment on the award. In

doing so, the record of the arbitral proceeding, especially the 2+-ard

xtself and often the entire re_cord _may not be under seal _

il Specxflc steps must be taken to seek protectlon 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

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

_require that an award in an arbitration pursuant to. section 294 is 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.
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e. Also of interest is 35 U.5.C. §294(c). That section provides, subject to

_agreement by the parties, for modification of an arbitral award of - -*

ent validity, enforceability or infringement in the event of a subsequent

~ judgment of invalidity or unenforceability with respect to the same

patent. Thus, a court is charged under section 294(c) with the duty of .
examining the original arbitral award for purposes of ‘determining -

~ whether or-not it-ought to-be set-aside. This, .of course, provides fur-

. ther opportunity for public scrutiny of information the partles thought
- . was secure in the original arbitration. . _

3. Also of concern is the prospect of a third party’s relying on an easlier
‘award in an arbitration of a United States patent for its estoppel effect
under BIonder-'Ibngue Laboratortes u Unwers:ty of IIImms Foundation, 402
U.s. 313 (1971) : - :

a. Addltlonally, a party to the earlier arbitration may rely on an _arbitral
- award for its res judicata effect in later htlgatxon .

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

‘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-
o . ing the solution. The solution is customarily in the form of a private agree-
o 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 confxdentlal information of one party or another
that might have beén of record in a litigation need be reviewed by the
court or otherwise made available to the pubhc in connection w1th ]udmal
consxderatlon of a settlement agreement

a. Norma}.ly, in non-ad]udtcatwe procedures (e. g., mediation), all discus-
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 confidential business information, except W1th respect to -

| spec:flc issues..
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- b. Thus non-ad]udxcatwe proceedmgs are much less hkely to be the sub-
- ject of public scrutiny, and are less likely | to put confldentlai mfo:ma-

_tion on the table

5. Consider some SpECific situéti'ohs B

a Conventzanat Medmtwn Customanly, 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-
N rmtted to the neutral in private caucuses.

A, Ordmanly, the mediator and the partxes expressly agree at the outset

* of the mediation that all communications will be confidential, unless

expressly agreed otherwise. Also, various organizations’ mediation

rules provide for confidentiality. (E.g., Articles 14-17 of the WIPO Me-

" diation Rules, Section A.7 and 8 of the CPR Model Procedure for Medi-

ation of Business Disputes, Rules 11, 12 and 13 of the AAA Commercial

Medlatxon Rules, and Article 11 of the ICC Rules of Optlonal Concxlla-
“tion.) : R _ RS

ii. The normal aspects of the mediation process go a long way toward
‘insulating -a party’s confidential infcrmation 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
.-z 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
othem ise protect a party’s confidential mformahon |

b.- Courr Annexed Non-Ad;udzcatzve Pracer'dmgs Court-annexed ‘mediation
~_and neutra} evaluation proceed in the same manner as voluntary medi-

- ation and neutral evaluation. The same safeguards obtain. Indeed, the
judge assigned to the case may not even know the mediator’s or neu-
tral’s identity (but when the )udge 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
. not the parties participated and the result.

c. ‘Summary Jury Trigls. In summary jury trials, the problem of confxden- |
tiality is more complex because of the presence of the jury and the

o
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.- ._courtroom staff, Thus, this ADR technique cannot be easily viewed as
..consistent with the protection of confidential information..

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

..information of the party, the parties and the neutral (the author) have =

" worked out a procedure whereby the neutral received ex parte. 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 orat and written submissions. CPR’s Model Agreement for
" ExParte Ad]udxcahon of Trade Secret. stappropnatlon and Patent st-
. putesis based on this pred:cate ' e

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 its out-_
_‘ come, whether ad;udxcatlve or non-ad]ud:cat:ve :

B ' ““"a. Non-parties that may have a legitimate mterest in the exnstence of the
E  dispute are: :

BN Parent corporatlons, sub51d1anes and chvnslons,

+ Al Prmc1pal mvestors and potenha] mvestors, ST e

iv. Vendors and customers;

v. Partners;

vi. Ltt:e-l'sors and li_cer'ise:_e:s; '

vii. VPotential infringers;' o

viii. GOVernment regulatory and taxmg agtencxest
.1x Credltors, and | | |

x. Parties to similar dlsputes

b. It is not difficult to ¢ envision one or more of those non—parttes applymg
. toa court for access to an arbltratxon award the under]ymg 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
_ compromlsed

C Arbltrabxhty and Enforceabxhty m Arbltrahon f :

: In dlsputes concemmg mternatxonal commerce, arbitration has many T T p—
" vantages. But arbitration is valuable only to the extent that the agreement

“to. arbitrate can be unplemented and the resultmg award can be enforced,

CA very. unportant ‘question in international commercial arbitration is
_ whether an arbitral award will be enforced in all relevant countries, in-
“cluding the site of the aibitration and countries other than the country

whose legal system governed the proceedings and the resolution of sub-

. stanhal issues..

The New Ybrk Conventwn The New York Conventxon of 1958 provxdes the
structure to frame that question, but it does little to answer the question

. with respect.to the arbitrability of intellectual property. dxsputes a part1c~

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 tradmg nahons
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 enforcemer* 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 1(1). However, under Article V of the Convention,
an appropriate court of a member country may deny recogmtxon and
enforcement of a foreign arbitral award. _

ii. Article V sets out seven grounds for denying recognition and en-
forcement of a foreign arbitral award. New York Convention, Article V.

-+ Two of those in Article V(2) are especially relevant to arbitration of
*intellectual property disputes. Under Article V(2)(a) recognition and
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enforcement of an award may be refused by competent authority (i.e.,

an appropriate court) in the country where recognition and enforce-

-ment are sought if that authority finds that the subject matter in cus-

~ pute is not arbitrable in the country. Under Article V(2)(b), that author-

ity may refuse recognition and enforcement of an award if that would
be contrary to the public policy of the country.

., Hi. . It has been argued that an arbitral award that cannot be enforced
. because of violation of public policy is also a matter that is not capable
*of arbitration under Article II. See, MitsubishiMotors Corp. v. Soler

Chrysler-Plymouth Inc., 723 F.2d 155, 164 (1st Cir. 1983), rev'd in part, 473

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 LL. S. and Foreign Arbxtmtzan Arbztmhon Out of
~ Control?, 65 Tul. L. Rev. 1661 (1991). B

- , c. Article V(2) is relevant to intellectual property dlsputes because sxgmﬁ-
il % cant intellectual property rights are granted, sometimes after examma-
: “- . tion, by public authorities. Even in countries where there is no exami-

nation, such rights are nevertheless granted by a ‘public authority.
- 'When intellectual property affords the owner the right to exclude the
e pubhc from unauthorized use of the property, the mtellectual property
“"is manifestly 1mbued with the publxc interest. s

_i. Thus, Article V provides courts of member countries grounds to
_ refuse 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 registered with a governmental agency of the.
- member ccLatry,

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

3. Rtghts in Variois Countries, New York convention countries have apphed
Article V(2). to intellectual property rights such as ownershlp, vahdxty,
mfrmgement and hcensmg with various results. -

a. Trade Secrets. Disputes regarding trade secrets, know-how or confiden-
tial information are proper subject matter for arbitration in virtually all




1997

INTELLECTUAL PROPERTY AGREEMENTS 59

“ member countries. Ordinarily, these rights do not arise out of public
-regxstratton or exarrunatron :

“.-i. These dtsputes are usually prlvate in nature, ansmg from breach of

:* contract or breach of a duty of conf:dentlahty between pnvate parties.

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

“ often thecase, 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

: ".‘arbltrat:on and in countries where a party may wish to enforce the

g award

chensmg Genera]ly, dxsputes affectmg l:censmg or other contract rights

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

tractual disputes between parties to an intellectual property agreement
are typically arbitrable provided that resolution of the dispute does not

- affect third parties. Questions of interpretation of an agreement, breach

... of the agreement, and amounts owed under the agreement are arbitra-

.- ble. This includes most disputes that may arise in relation to the licens-
. ing or other transfer of intellectual property rights, including royalty
- disputes, between private parties. However, resolution of a dispute

over the validity of a 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 ‘

Rt A hcensmg d1spute to whxch a government is a party requ:res spec1a1 |
. consideration. Concern for the public interest may be heightened when
~-a government is on one side of a dispute.

i Final]y, when injunctive relief is sought against a licensee in default,

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

. arbitrability. and enforceability _ L
. "'Ownersh:p When an mtellectual 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 ownershxp 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 otherwise affected with
.- the public interest. - . - WS S
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d. Scope and Infnngement of -Patents and deemarks Questions concerning
. ._scope and infringem..ii of intellectual property rights such as patents
. and trademarks often. :nclude matters extending beyond the: private
r"_-'mterests of the parties to the dispute, Thus, in many countries, dis-
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 -
authorxty are arbitrable if the public 1nterest or publlc polxcy does not
~ mandate otherwise. _

- e, Validity and Enforceability of Patents and Trademarks. Questions regarding
_ the val:dlty or enforceability of an intellectual property right such as a
~patentor a t'rademark is a matter in whlch the public has an interest.

“When a competent court decides that a patent or trademark is invalid
or unenforceable, the pertment official register reflects’ that dec1510n to_:
'prov:de nonce to the mterested segment of the pubhc ‘

4. Suggested Contract Language In countries where the arbntrablhty of® mtellec-_
~:1_. tual property issues is limited, not favored, or otherwise in doubt, the
“prospects of enforcing an award that in fact determines only private, com-
- mercial rights between the parties, noththstandmg 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
l1ke11hood of enforcmg arbitral awards relating to mtellectual propertv
" rights. : :

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 protecting
confidential information

2. What that procedure should be poses an mterestxng challenge that de-
serves your full attention.
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APPENDIX

Model Intellectual Property Dispute Resolution Clause -

1. This dxspute is'a prwate commercial dispute between the parties and

affects mternatxonal commerce. [Pre-dispute clause:- Any dlspute arising

hereunder is likely to be a private commercral drspute between the partles S

and t0 affect mternatlonal commerce ]

2, The partles agree that thxs drspute and all’ aspects of this’ dlspute shall
be resolved by bmdmg arbitration aoler for the nghts of the partles w 1th

respect to one another

3. If the determmatron of thlS dlspute necessrtates the Arbrtrator s consrd-
eration of any issue relevant to the valxdrty, enforceab:hty, or mfnngement
of any [IP right] of any party with rTespect to another party, the Arbitrator
shall have the authonty to consider all such issues and to express a view
on all such issues. The parties express!y agree that the Arbitrator shall not
have authority to declare any such [IP right] valid or not valid, enforce-

. able, or not enforceable or infringed or not infringed, provided, however,
‘that the Arbitrator - .may express a non-bmdmg view for the. parties on
whether in the Arbitrator's view a court or other government agency of
competent JunSdlCthI‘l would uphold the validity, enforceability or in-
‘fringement of any such [IP right]. The Arbitrator shall _specify [may state] ;
the Arbltrators reasons underlymg that view. However, neither the view

 of nor the statement of reasons by the Arbitrator shall be regarded by any

_party or any other entity asa declaratron of valldlty or invalidity, enforce-
ability -or unenforceability, ‘or infringement or non-mfrmgement of any .
such [IP right].

4. The Arbitrator's award:

_‘a Shall state what acts 1f anv, a party may or may not undertake thh
. .respect to any other party; . - S TP E

b. Shall be final, brndmg and effectwe only between or among the '
- parties; ; et Lt

c. Shall not be appealable by any party; and

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

6. The parties agree to incorporate the terms of the award into [an underlying
or related technology transfer, license, etc. agreement] as a binding amend-
ment to the agreement and enforceable as such, effective as of the date of the
award. o
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ARBITRATION AND INTELLECTUAL PROPERTY DISPUTES
David W. Plant
Fish & Neave
lvew York, New York
June 1996

I INTRODUCTION

- Arbitration is an ad_;udxcahve process for resolvmg dlsputes In lleu of 8

judge or jury in a court room, one or more (usually, _ﬂl_ree) private _cl_t_l_z_en_s selqcted _to o

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

snmlar venue, and render a decision, viz. the award.
Arbltranon may. be bmdmg or non-bmdmg ‘Non-binding arbltratlon, while

- adjudicative insofar as the specific arbitration proceeding is concerned, r_n_ay bg_part_ ofa

larger non-adjudicative process. Arbitration usually is the result of an agreement bgtwe:n.
the parties, but it may also stem from an initiative by a court, (Courts usually orderonly

__non-binding arbitration.} - Arbitration may be administered by an institution and subjectto. -

the institution’s rules, or it may be administered by the parties themselves subject to rules

the parties create, or it may reflect elements of both. Even in institutionally administered

arbitrations, it is nct unusual for the parties and the arbitrator to agree to depart from the

administrative institution’s published rules.

An arbitrator’s decision is embodied in an award. If a party is concerned

about collgt_eral estoppel effects of a binding arbitral award or other adverse commercial

effects (e.g., revealing confidential information or providing a road map as to how not to
infringe), a reasoned award may not be desired. Also, conventional wisdom in the United
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‘States suggests that a reasoned award may be more susceptible to modification or
vacation by a court than a bare "win-lose” award. o
Because arbitration is usually the ﬁro'duct of ar agreement between the

parues (especially, binding arbitration), the parties can set the course. of the proceedings,

. é@ee upon govemmglawandapphcéblerules, spemfy iséuéé, fix time limits and define

the scope of the arbitrators® authority. A full understanding by counsel and client, and ~ =~

* the arbitrator, of these dimensions and their implications is necessary to the efficient,
expeditious and equitable use of arbitration.

" The right to appeal a binding arbitration award is severely limited by

legislation and by judicial opinion. Under some circumstances in the United Statés, that ~

right may be modified by the parties, - e.g., enlarged 5o that a court or anofher ribunal

may perform a more typical role in ascertaining whether an arbitrator’s findings of fact

are clearly erroneous or conclusions of law are correct.

* A fundamental requisite of arbitration is a seasoned arbitrator, available .

when needed, willing and able to move the b.rd'c":eedin‘gE forward, even-handed, and

dedicated to efficiency and faimess. Arbitration has sometimes received baa press,

occasionally because an arbitrator appeared to split the baby '(aﬁ'eka'ggerét_é& impression

in many cases). But amorc severe drawback may be‘an arbitrator’s permitting the
proceeding to éxpaﬁd_' and to absorb as much time, energy and money as the complex

 litigation it was expected to supplant (a matter of substantial concem and severe




consequence). Fortunately, this result is not at al} inevitable or even likely if the
arbitrator is selected with care.

Arbitration has proved to be practicable, and efficiently and effectively so, .
in resolving intellcc”tua_l.propefty disputes. It has been utilized in_\l{_iqu of _lit_iga,t__ion;yyor_ld—_j_

““wide, and in the United States, in licu of Pa_tent'(_)fﬁceiadjudicati_qn; “Ttcancontinueto-

work, especially if counsel and clients recognize that arbitration not only can be, but

should be, tailored to fit their specificneeds. . .

. WHEN IS ARBITRATION APPROPRIATE?

Arbitration of intellectual property disputes is appropriate un&_er. many ... .

circumstances. They include licensor-licensee disputes, joint venture disputes,: ... . .
technology transfer disputes, infringement disputes and the like.. This is true whether the

arbitration is binding or non-binding. .

Arbitration is not suitable in counterfeit situations or other circumstances .

where immediate injunctive relief is needed, or in situations where a legal precedentis .
necessary, or where other strategic considerations compel litigation. . -

-In a domestic situation, the local courts may be the preferred recourse and

may be wholly effective. However, in an international situation, local courts may ormay . .

- not be a\ia_ilable, and if available, judgments they render may not be enforceable asa .-

practical matter. .




It is worthy of note that the World Intellectual Property Organization’s

Arbitration and Mediation Centre in Geneva is currently circulating for comment draft -~

rules intanded to provide for immediate (i.e. “24 Hour”) interim relief in binding

" arbitration of intellectual property disputes. Other arbitration institutions are also”

 considering this issug. It is likely tht the WIPO rules will be in'place in"1997.~Whatis=

‘ot clear is whether or not they will be utilized, and if so, whethier or not they prove tobe - -

practicable. Clients and counsel should keep an eye on-deiféIOpmentéf'on this frontand
give thoroﬁgh consideration to utilizing the WIPO immediate interim relief procedure in
situations where it may be efficacious. Even while promulgation of the WIPO rules is
~ pending, clients and counsel can use the proposed rules as a model for their own -

agreement providing for immediate interim relief, -

" 'In binding arbitration of international intellectual property disputes,

__attention must be paid to whether or not the subject matter to be arbitrated is ind'e:cd_ o

arbitrable, and to whether or not an arbitral award with respect to that subject matter will
be enforceable in relevant jurisdictions. ‘In the United States, Stdtutoiy"autHOﬁfy permits
binding arbitration of virtually all issues relating to United States patents (35 US.C. -

§ 294; also, § 135(d)). There are exceptions, but they are rare - "altlibugh the parties

themselves may agree to exclude certain issues from the binding arbitration. Judicial =

opinion in'the United States has assured that all other intellectual property issues ’(e.g.'
trade mark, copyright, trade secret) are also the proper subject of binding arbitration. -

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
arbi&ébility of intéllectual property issues that may, or in fact do, conﬁﬁn_t them.

" Thus, absent compelling commercial circumstances (e.g: the need for =

" immediate injunctive relief) or legal barriers (e.g. patent validity is not arbitrableina ™~~~

relevant jurisdiction), arbitration is abundantly appropriate in connection with intellectual
property disputes. Among its virtues, is the ability of the parties to select the arbitral
tribunal, the arbitral rules under which they will procecd,'.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 Recognitionand

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) 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 provides a

vehicle for enforci-ig binding arbitral awards that court judgments do not enjoy.

- Accordingly, it is attractive for nationals of signatory countries to arbifrate rather than

litigate international commercial di’ébufes, because (assuming arbitrability and
enforceability in the relevant jurisdictions) the arbitral award may be readily enforced in -

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




. Lastly, arbitration can and should be considered both before an intellectual -
property dispute matures and after the dispute matures. Arbitration clauses in agreements

relating to intellectual property transactions are commonplace, especially:in intem_gﬁongl_ _

traxisactions. And arbitration after a dispute arises, if p;gpe;iy designed and conducted, is

'III. SOME CONSIDERATIONS WITH RESPECT TO ARBITRATION CLAUSES . ..

- . - Arbitration clauses in international commercial contracts, or in domestic. .. .. -

contracts, relating to intellectual property matters are typically among the last to be -
considered, negotiated and agreed' upon. - Accordingly, such clauses oﬂen,s:l:l_ffer from

short shrift. While an-arbitration clause ought not to be-a deal breaker, a thorough

understanding of arbitration and its applicability to the potential dispute can enhance the .-
prospects of settling on an arbitration _;:_I,aus,e' that effectively leads to resolution ofthe . - . -

potential dispute with a minimum of ancillary proceedings and a maximum of satisfaction

(at least with the proceeding itself, if not -- from the loser's perspective -- the outcome).

Post-dispute arbitration agreements stand in vivid contrast to p..-dispute . -

arbitration clauses in agreements with respect to which dispute resolution is a tertiary .

concern. In post-dispute situations; the primary object of the agreement is to fashiona .-

workable dispute resolution mechanism. However, because the emotional environment . -

may be super charged as result of the disptitc having matured, negotiating a post_-disput,c

clause carries difficulties of its own.




* In any event, clients and counsel should have in mind points of substantial
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

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

impbrtant'coﬁsidé'rations,' because in pre-dispute clauses there is a tendency-touse 2
boiler plafe‘ clause that leaves to specified institutional rules the entire burden of shaping -
the procedure--from commencement of the arbitration through final award, This ma'y be

~ entirely satisfactory in some circumstances, but clients and counsel should be thoroughly

familiar with the rules invoked and thoroughly aware of what they are agreging to.

.27 Second, should the arbitration be administered by an arbitral institution? - -

Should it be ad ho¢? Should it be a hybirid?” For the less sophisticated users,

_ adl_'niliis't_éred-_a_rbitratibns' probably serve useful functions. For the more sophisticated -

users, it may be more appropriate for clients and counsel to fashion their own procedure, -

- mleé, 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'ioﬂy'to‘b'r'eat:h of the contract in issue, or whether the clause is framed so
as to embrace all issues arising out of any tfansaction related to the contract =- including
tort causes of action. It may also be galut'ary 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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dispositive issue requiring less time and less expense for resolution than an all-out arbitral
war would éngender.
‘Fourth, how many arbitrators should there be and who should they be? A

~ seasoned, dedicated, éven-handei available tribunal is critical to the success of the . .. ..

- PIOCESS: rffrhus;nclients--andreounsel~~shouldnqonsideaassmning.,ﬁtll-;.cor_urolfofﬂte selection .
of arbitrators, leaving to an institution or other entity the power to select only in the event.
of intractable disagreement between the parties. - Indeed, as the author’s own experience

confirms, selection of the arbitrators can be the subject of a separate mediation process. . .. -

where necessary (e.g. two party appointed arbitrators can mediate with clients and -

counsel the selection of the chair). On this score, it is important to anticipate the . =~ .~ . -

difficulties posed by multiple party arbitration and the appointment of pgrty.appointed

arbitrators. The parties should agree as to the alignment of groups of parties for purposes - -

of selecting party-appointed arbitrators, or if agreement is not possible, leave appointment .

~of all arbitrators to an arbitral institution. . . . .

Fifth, are party appointéd arbitrators to be neutral and independent? In ‘
international commercial arbitration, the custom is that all arbitrators are neutral and |
independent of the appointing party.- Of course, there are exceptions. Also, in domestic .

~ arbitration in the United States, it may be perfectly acceptable, indeed expected, fora .

party appointed arbitrator to act as an advocate for the appointing party. Thus, clients .. ..

and counsel must be very clear on the ground rules 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 appoinlment by a party must be
very circumspect in pre-appointment interviews. And aﬁer appomtment, the arbm'ator
| and all others concerned must be very clear on the party appomted arbltrators nghts and

 obligations vis-a-vis the appointing party, .

*sixth, where is the arbitration to be held? A-country whose lawsand-

practices are hospitéble to arbétration should be sélectpd as the situs, ‘_._Cultq;al
considerations may dictate situating the arbitration in___gz conguy_different from any
country of which a party is a national. . This may pose nic_é_ issugs w1th respect to multi-
national cor'porations-. Often, the site of the arbitration it is simply a matter of
convenience for the parties, witnesses and arbitrators (and some_ti_mcs, coug’éel). The law_
of the situs is not to beovgrl.ooked. If the arbitration clause or agreement is sile_ni_:_ asto
governing arbitral law, the law of the situs will usually control. S |
Seventh, what will the schedule be, and may it be modified? Thcr_t_f:::shguld. |
be a schedule. If there is none, the arbitration may unexpectedly extend far into the |
future. Some arbitral instiﬁ:tions and some institutional rules specify th_c_sche_dq_le.
Others are silent. Typically, it is up to the parties -- arbitration is a creaiw . of agreement.
-- and the parties can fix and can modify the schedule. Not only the parties but also t_he___
arbitral tribunal should agr_ee.to' the schedule. . An open-ended _approac_h_, es_pecially - |
without written COMMent from the tribunal, may lead to interminable proqqqd:ir:lgs, )

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




h 'Eighzth., what information will be exchanged before the evidentiary hearing? . -
United States counsel are accustomed to extensive discovery. -Counsel in other countries -
are not. The parnes and their counsel Shbuld'uhderétand fullv what will occur on this

 score, and what the consequences will be of failure to provide information called for. . - .

- bﬁ“eﬂ'consequelié"é"'}iiéy“be "t.haf'tli”'é"wa”r‘biﬁ";é:il“ﬁaiﬁiiﬁﬁl"‘Will"’dfﬁW"‘iﬂfErenceS“advers'e"to a‘party
that fails to produce such information. Also, the clients and counsel should understand .
that the appﬁdhblé arbitrallaw, the composition of the‘l-l:t"ibuhal and the customsof the .. -
| jurisdiéﬁbns in which co_imsél fl‘dﬁ_n‘_eilly pracﬁcc all may lend a specific and special - -
. character to arbitral ﬁfoéeédings. 'l‘lﬁt is; the same arbitration under the sa:ne-art;itral._ SRR
rules may be ent'ifélffdiﬁ'ex"é.ht procedurally, depending on the composition of the tribunal .-
and the backgrounds of counsel. For example, 4 tribunal with Swiss national as chair
may be far less generous in pgﬁﬁiﬁiﬁg pre-hearing discovery than a tribunal withan = .
 American chair. | |
| Nmth whiat will happen at the evidentiary hearing?“Clients and counsel

should undérstand that in some proceedings direct testimony is taken only on written
statenient; followed ny 'c'rds.ri?eiéminatiOn b'y'counsél,-or followed only by inquisu ionby
the tribunal, 'Tl.iéy“s.hduld'ﬁniierstaﬁd also how mugch time will be allocated to the
evidentiary heanng and also whether pre-hearing briefs, post-hearing briefs ororal - ©.
:afgﬂumenif will be pcnni‘tte'd.' |

| Tenth, what about confidentiality? The prevailing view seems to-be that - - -
arbitrati_on proceedings, the record, the award .and even the existence of the procéeding
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itself are confidential,. This view is not altogether sound. Arbitraﬁon proceedings are
usually private. The parties can enter into agreements to preserve the conﬁdenual

character of propnetaxy information that one party may disclose to another A tnbunal

may refuse to order disclosure of one p_arty’_s'cqnﬁde_n_nal information to another paty. -~ -

| is entirely likely that the award will be a matter of public record. (Under 35 USC .
§ 294(d) and (e), an award m an arbitration under Section 294 is not enforceable until itis
deposited with the United State Patent and Trademark Office.) And what about intgtestggl_ .
non-parties? Non-party licensees, competitors, ven_dox_fs; customers and future litigants
may ha\_;e_ a legitimate interest in learning the outcome of the. arbitration. So may

government agencies (e.g. antitrust authorities, tax authorities, other regulatory .

But what about the outside world if the award isto-be taken into court to be enforced? It . . .

authorities), indemnitors, private investors and related companies, such as parents. In .. .

short, c}iegts and counsel can take steps to insure protection of confidential i_gfo;matiog
between the parties, but they should not count on_the award or ‘the._1fec.:__c§r‘;1= of the e,
procccding remaining out of the public’s reach.
Eigventh, what remedies will be available? Those yyho hav_p_ followed
“reported judicial opinions in the United States will know that there is a vigorous dgba_tg_in
some of the 50 states;gs to whether an arbitral tribunal has power to _gward pp;_xi_tiw__/_e_
damages. This question arises in other jurisdictions also. ﬁut what are punitive .
damages? In the United States, simply because damages may be increased (typically, up

to three times), it dogs not follow that the increased damages are punitive, The United -
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States Suﬁréfhé Court has emphasized the_compensaﬁng' function of increased damages in -
antitrust matfefs,'d\}ef their punitive and deterrent function. Also, dependingonthe =
United States inteliectual prdpedj}"ﬂght-iﬁ"quesﬁon; enhanced damages may or may not

be regardedas punitive (e.g. incfe:'a!'{ezd"daﬁlég'és: under the patent act are punitive;

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

punitive; enh'a'tic.;.éd'r étdfut’o& damages in éopiyright.inﬁ'ingement"actiqns ‘embody bothi -

components). In addition, clients éﬁd_zéouhée'lmust be alert to the forms of relief that -~~~ -

inay or may not be available under 'épeéiﬁc rules or specific governing law. Monetary
| damages:'ttiﬁy; have to be awarded in a specific currency. Only limited forms of equitable

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

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 e‘x'amplé,."a R

~ patent o.wn'er'ma;y not want the reagone:'d award to provide a roadmap for designing a non-
mﬁ'mgmg prbduét; neither party may want to risk collateral estoppel effects of a reasoned -

| awarded, and neither party may want the 3aw;i'rd to reveal confidential information, if -~
through judicial enforcement :proceedin"gs .or otherwise it becomes-available to no;i-

parties.

12




Thirteenth, what other elements of an arbitration might be addressed inan
arbitration clause or agreement? The answer is any number. Examples are thc }_ar_xg_uég_e -
of the arbitration, governing law on the merits, governing arbitral law, specific procedures

~ for enforcement of the award, specific procedures for seeking relief from the award, -

- recourse the parties may have if 'a“n"a‘rbiu-atorid'qe_s’not'part_ic_ipatc;:.tl}e '_cpnsequc_nc:s"of,a'- - '

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

IV. IS ARBITRATION UTILIZED IN INTELLECTUAL PROPERTY DISPUTES?
| The answer is an unqualified yes. - .. | |
- Clearly, litigation is the preferred, and sometimes Qn!y_,irout?' for resolving .
intellectual propeﬁy_ disputes. .Also, other ADR _mgéh_ani_fsms.;_such asmediatipn,,_._,arg NSRS
becoming increasingly attractive. Nevertheless, both administered and ad hoc arbitration
‘have.been, and are being, utilized. |
Itis diﬁiéult to-assess the number of intellectual propegyldispufes that are -
the subject of arbitration. One reason is the conﬁdcqtiality that shrouds such
proceedings—-at least up to a point. Another reason is the difficulty arbi ;n__st_itﬁt_io_nS_ s
experience.in attempting to.classify a_rbitr_a_tion_s.iniﬁatc_d;unde:;their_ auspices. -
Notwithstanding this situation, it seems fair to say that substantial numbers of intellectual . .
property disputes havg;,begn the subject of arbitration proceedings in recent years.. The

number is likely to be significantly larger than institutional statistics would suggest, . .

13,




‘because intellectial property issues are often a component of intemational commercial

disputes that are not classified by institutions as “intellectual property" disputes.

o "l'hi-s_"i'éturn's"usﬁt'o the poixit"made in Section II. regarding arbitrabilityand - -

unenforceability. ‘Even though aﬂiéjﬁﬁt& being arbitrated appéars to includean =

“iitellgctual property isste as @ iinor compotient, clients-and counsel should-be-aware-of -
the potential impact on the enfofceability of the award overall. For example, ifthe”
arbitral tribunal rules -- as a part of a larger award -- dlaf a government granted
intellectual property right (e.g, a patent, a registered rademark) is not valid or otherwise
is 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 outside the power of the

* arbitrators under the arbitral law governing the arbitration, or is held by a courtfobe

~ unenforceable in ﬁxé'jﬁi‘isdiéﬁdﬂ in which enforcement of the award is attempted.’ =~

V.  WHAT SERVICES DO VARIOUS INSTITUTIONS OFFER? * ~
We consider here two categories of institution: (1Y’ ADR providers and (2)
intellectual property ‘organizations, 7

ADR providers in the United States include organizations such as the

American Arbitration Association, CPR Institute for Dispute Resolutionand = "~
JAMS/Endispute, and elsewhere in the'world, such organizations as the International =~ =

Chamber of Commerce in Paris, the London Coust of International Arbitration, Chartered

Institute of Arbitrators and Centre For Dispute Resolution in London, the British

T




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

the Stockholm Chamber of Commerce, China International Economic and Trade
Arbitration Commission, and International Arbitral Centre of the Federal Economic ...

' Chamber in Vienna. Among these organizations only the AAA and CPR seem tohave

promulgated rules; or model mles directed specifically at-arbitration of intellectual -~
property disputes (e.g. AAA Patent Arbitration Rules, CPR Rules for Non-Adrmmstered .
Arbitration of Patent and Trade Secret Disputes, CPR Model Agreement for Ex Parte . .

Adjudication of Trade Secret Misappropriation And/Or Patent Disputes). Thisisnot -

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

issues associated with intellectual property: disputes and are prepared to prgi_vide
arbitration-services of such disputes under one set of their rules or another. Even with: . -
organizations like the AAA and CPR, fnany intellectual property disputes are arbitrated .. - - -
__ under m_bre_general rules'such as the AAA Commercial Arbitration Rules, the AAA -
International Arbitration Rules, and the CPR Non-Administered Arbitration Rules. -
| -The CPR Model Agreement for Ex Parte Adjudication of Trade Secret
Misappropriation Ang/Or Patent Disputes is of especial interest in contiection with:non- -
binding arbitration of disputes in which each party desires to insulate its proprietary
information from the (_)ther party. This model agreement may illustrate useful procedures
nbt typically employe;i; but nevertheless of real practicability. - |
As [or 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 Arbitrationand "
Mediation Centre came on line in October 1994, Its director, Dr. Francis Gurry, has -

* assembled a panel of potential neuﬂﬂs--mﬁnbeﬁng over 400 persons from around the - ;.-

~-world.- While-at this writing WIPO-Arbitration Rules-may not-have governed any.specific..... ... |

proceeding, those rules have been incorporated into dispute resolution clauses:in -
international agre'em'e:nts and will in dué course be applied. At the same time, the WIPO .
Centre has consulted with and pro_ﬁded-infonnal services to many disputants around t_he._ e
world. "~ | |
Other intellectual property organizations have assembled -list§ 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 .-
subjects. And the American Intellectual Property Law Association has assembled a list of -
more than 100 potential neutrals, together with background:infonnétioﬁ-about éach. .
Neither the CPR/INTA panel nor the AIPLA iist. is meant to imply that either INTA or.

| AIPLA will themselves administer arbitrations. -

VI.  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 inechanism. On those occasions where arbitration has gone astray

procedurally, the blame shbﬁld not be pIace'd'on any inherent unsuitability of arbitration

g

receives -- albeit circumstances that may sometimes have been in the parties’ control,

Arbitration, as we have seen, is the product of the parties’ agreement. The

parties are free to design a procedure that will prove to be satisfactory. Whether or not

.they realize that goal is a function of the thoroughness of their und;ers'tanding of the

nuances and their willingness to address those nuances in their arbitration clause or their

arbitration -agreement, and then to implement that clause or agreement in a rational way.
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35 U.8.C. § 294. Voluntary arbitration

(a) A contract involving a patent or any
rlght under.a patent may contain a provision
requiring 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 wvalidity or
infringement dispute may agree in writing to
settle such dispute by arbitration. Any such

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.

{¢) 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 modification. :

(d} When an award is made by an arbitrator,
the patentee, his assignee or licensee shall give
notice thereof in writing to the Commissioner.
There shall be a separate notice prepared for each
patent involved in such proceeding. Such notice
shall set forth the names and addresses of the
parties, the name of the inventor, and the name of
the patent owner, shall designate the number of
the patent, and shall contain a copy of the award.
If an award is modified by a court, the party
requesting such modification shall give notice of
. such modification to the Commissioner. The
Commissioner shall, upon receipt of either notice,
enter the same in the record of the prosecution of
such patent. 1If the required notice is not filed

APPENDIX E




with the Commigsioner, any party to the proceeding
may prov1de such notlce to the CQmm1551oner

. {e) The award shall be unenforceable until
the noticr ~2quired by r'ubsecrtlon (d) is recelved
by the Comm1551oner '
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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 arbitration award to the Commissioner, and
such award shall, as between the parties to the

-arbitration,--be dispositive of the issues to which

it relates. The arbitration award shall be
unenforceable until such notice is given. Nothing
in this subsection shall preclude the Commissioner
from determining patentability of the invention
involved in the interference. '
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The Mediation Process
Intel 1P

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

i

1998

Mediation is a facilitated negotiation, in which a neutral (the mediator)
attempts to assist the parties in finding their own solution to their own problem.

Copyright D.W. Plant, NY, NY 1998 N i Bk
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' l E THE T R
““A ' Getting to the table.
B. Pr_eparing fol-: t_h‘? be_'ﬁlt.:ss'. o
C. Initial sessioﬁs. -

) First private session. =
D '_'ﬂS_ubsia_Qﬁéﬂt s'e_s?éib'ﬁs._' ,
E. -Closure, viz. "End Game".

- F. Post-Mediation.

07/06/98 12:45 pm
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1L

A

ETTINGT

HE LE

Preparation

Know all parties' real interests and real needs.
p

2. Know your BATNA, and the other bartieé' BATNA's.
7. 3 ) A dlsputexs an oplo;o'r.tﬁ.nity ;_t:q"'c_reate ira'lué.. ) :

4. Know the ADR menu. B

5. Be creative; fit the process to the fuss.

6. Post-dispute more difficult than pre-dispute.

How to break the ice.

Court rules.
Professional responsibiﬁty.
Clients' pledges and commitments.

Client's policy.

Common sense. = ..

Who?
a.  Partytoparty. .
b. Lawyer to lawyer.

c. Neutral good offices. .

~ Your adversary must be your partner..

' . 07/06/98 12:45 pm
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1,

A

PREPARING FOR MEDIATION

The parties have agreed to {pre-dispute or post-dispute), or a Court has
ordered (post—disputf;). mediation. N

The medlator

1. Parties and counsel Jomtiy select the medlator (des:rable) or Court
or other institution selects the mediator (not desirable).

2. Know your mediator.
a. Reputation.
b. Some characteristics. -

(D

Patient

{2)  Diligent

(3)  Sensitive

{(4) Fléxible

(5)  Creative
A0) .. Trustworthy . =
(7) Authoritative
(8) Even-handed
_ Compet_ence.

(1)  Subject matter. |
() " Process’

(a)  Experience.

(b}  Training.

07/06/98 12:45 pm
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d  Style
(1) = Facilitative.

(2)  Pro-active and ev_a].u.gtive.

e How does the mediator manage personal interaction?

~ .- Sources of information.

(1)  Institutions.

(2) Colleagues.

The mediator communicates.

1.

2.

Joint telephone conference with counsel.

Emphasizes that whatever is in dispute, this is 2 problem to be
solved as partners, not a'war to be won as adversaries,

Continues transformation of adversaries into partners.

a. Fundamental shi® in viewpoint.
b At least iin formulating and proceeding throdgh the

... Mediation process.

Explains process.

a - Process.
b.  Journey.

¢ Negotiation.

Is alert to semantic issues.
a.© Eg. "binding" mediation.

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

' 07:06/98 ¥2:45 pm
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6.  Participants to negotiate in geod faith:and with candor.
7. Explain who must be presé}if and their roles.
a * Parties pnncnpals, 'al-lthority to settle.
| b _- '. Counsel-- boﬁnse’ilofg; ;6t.‘.‘néc'essarily litigators.
-C Thx:chamesimsu:ers,JndgmmLsﬁLpanners

8. Schedule. R -
9. Confidentiality.
10.  Pre-session Submissions - briefsQ_ o

a. ‘”Poéitions.'
b. .r_.;.Rezil intér'ésts _and"l@ds.‘.. o
..(1) . BATNA.

(2} . . Be.creative and be objective.
~(3). Do you need litigation?

(4) - Is there a:businéés-refétionship to be preser-~d or -
created? -

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

(6)  Are ther. personal 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.

()  Time.

o : 07/06/98 12:45 pm
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Ce Asséss the strengths and weaknesses of both'sides'

positions.
f. | Conduct an obj_éct.ive.: li;iéa;iﬁ_n risk analysis.
L g Include the _féw rqateriai exhibits. |
h. Clarify whcthéf l;r‘ief.'s al;e. m cdnﬁdenée and ex parte to

mediator, or are 2xchanged.

i

. Court-annexed aspects.
a. Understand duties and responsibilities of the mediator.
b. | Comply wiéh the schedule. 8
c. Understand the informat.ion to be reported to the judge.
“12.7 " Mediator's fee. - |
13.  Written agreement.
a. Deal with these and othér'issu'és.
b. Parties' consent to mediator.

D.  Ethics - Responsbilties of The Mediator

. No conflicts of interest!
“a. " Actual
b. Apparent.
c..  Mustimmediately notify of any change in situation.

_ 0710698 12:45 pm
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Rights and obligations of the mediator vis-a-vis the parties.

a. Past engagements.
| .‘?b. l.’}esentl.éng.ag;ﬁ;;nt.é.'
. Future g.a.‘ngagemer'lts.f: -
""" 7  (1)' CPR inodel:agreem_ent. I
©..(2) . Other Clauses.
3 Fees.
(1) Hourly. -
(2)  Lump sum -- approximate value of case.
(3)  Who pays? When? .. .. |
. Power imbalance. -
(1).. Largev. .small-.- _
(2) - Party represented by counsel v. pro se.
__(3) y We#lthy.v;_po_orl . I
(4) Sophisticated v. unsophisticated.
(S) Eastern v. Western.
-« «(6). -Europeanv.US. -
.g. . Not judge.
h’.. Not a party's attorney.
i. Not party to a crime or fraud.
j. . Allinformation confidential,

) 07/06/98 12:45 pm
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© 3. Immunity.

a. Suit.
b. Subpoena.
4, Mediator to manage process.
a. .S‘ubstan_tive problem is the parties’ problem to be solved by
~theparties. —

b. Mediator has to guide and keep on track the problem
. solving process; does not solve the substantive problem.

c. May have to mediate re the mediation process.
5. Mediator as arbitrator.
a. This process. .

b. Later dispute. . |

6. Arbitrator as mediator.

7. Mediator will withdraw.
a. If conflict of interest.

b.  If parties not participating in good faith.

C. If clear mediation will not be successful.
d. - If mediator would be party to a crime or fraud.
E. Role of Counsel and Parties in Preparation.
1. Must understand mediation -- know what to expect.
a. The variations on the themes.

b The pros & cons.

' 07:06/98 12:45 pm
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Understand all counsel's and all parties' negotiating techniques.
a. Principled.
b. Scorched earth.

Beware misconceptions. - <

“a. - Mediator's power -- ot a judge.
_ b N Injunctlon needed - stllI can settie
c In Intellectual property nght mvalid or unenforceable still can
'settle
d. Intractab!e parties -- sﬁll can settle
‘e, One party seekmg d:scovery -- stlll can settle |

f One party Stgnalmg weakness - stlll can medlate fairly.

o 07/06/98 12:45 pm
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V.

THE FIRST S

CAL

*“Amenities.

i. Rooms.

2. Coffee.

3. Telephones.

4. Meals.
5. " The table.

6. Courthouse v. private office.

lntrod_uctions.

I Everyone present.

2. _ Partjes sea_ted next to mediator; counsel pot next to mediator.

3 First names.

a. Usually.
b, Eventually: v oo

c. Even mediator.

© Mediator explains process.

- Repeats essence of preiiminary telephone conference.
2. | Necessg_lr‘y.be_cam_;‘e new pgni_c_ipa_r}ts,‘ ‘vi:z. the parties.
3 Emph#sizgs problem_ to be sql;«wéd lby parties w_quing together.
4 Conﬁ.cienti.al. | | |
a. The process.
b. . Mediator's notes.

I 07/06/98 12:45 pm
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5. Off-the-record settlement discussion. -
6. ‘Mediator is neutral; no substantive judgment; no substantive power.
7.I Mediator facilitates; not evaluates, unless jointly requested and
appropriate.
8 Explains joint and private caucuses.
& Emphasizes confidentiality.
.b. Especially in private caucus.
9. Frankness and openness are requisites'.‘ R
10.  Good faith négotiatit;ﬁ; :ate 'r{e;quitec‘l. ;E
11.- The principals (¢.g. executives) must be ptéparé& tt):'participéte.
12.  Solutions to difficult problems call for creatwnty
B 13, ;_.‘If court-annexed court will pat know what saxd by an;( party.
a. Mediator s:mply reports that pames 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. o
14.  Ground rules.

... & . . Thisis the parties' (more specnt’ cally, the prmcnpa.s)
process.
b Chailenge posmons not persons '
e 'Always focus on potentlal solutlon J

: : 07/06/98 12:45 pm
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d. The mediator will manage the process...
(1)  Inwcrruptions not be permitted.
- (2)- . Each party may be asked to restate other party's
position and other party's real interests and needs.
(3) . - Explore options; brainstorm without judgments. .
~Emotion
1. Can run deep
| a : -Anger -- other party is unfair, 1mmoral and vindictive.
b. Distrust -- other party is liar; has breached a contract; has
‘ betrayed a trust; has f'alled to pay
;:. | Dasllke - personal an1m051ty, can’t stand to be in the same
‘room. - . -
-, Strategic.-- for competitive purposes; anger as a ne&,ot:atmg ,
tactlc
2, Expressed in chaltertges to ..
| a | Past and present pesulons
.b.‘ -:Other principal's or counsel's tnteérity-.-.
c. Other prmc1pal's or counsel 5 5ood falth.
| d. | Past sms of Ol'mS'ilon and commtssnon |
‘. 3 L.Medlators roIe | |
a Listen. .
“b.-  ~Express understanding.
c. Expect emotion at every session.

: 0706198 12:45pm
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d. ~  Let parties air out, then -~
(1) ‘Deflect anger. -

e Q2) - -Enbourég’e civilized dialogue.

“+(3) ' Move to private caucus.

{4 ___Pnlmmmompmgmsuﬁpanmsmﬁgles on

1.

finding solution.

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

B Whlch party speaks ﬁrst'?

Usually clalmant or clalmant s counsel speaks ﬁrst

But defendant may request to speak ﬁrst
'3.- . ‘May be the party who last-'propOSed- a resolution.
Or the party who proposed medlatlon
5.  May be party selected ad hoc by the medlator based on medlator s
lnstmcts _ S TERUEINESE Rt i
6. Mediator will assure other parties that all will have an opportunity |
to speak
Usually g_Qy_&l opens W|th a statemem of hgm ) ggsmg
I Counsel should address the other s:de $ representuu es, ot the
mediator. : :
5-10 minutes; if complex, longer. - !
3.

Typically, more detail or changed position later.

07/06/98 12:45 pm
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- | ' 4. Purpose: to persuade other party of
a. Your bona fides.

b. Strength of your position.

¢.  Weakness of other party's position.
d The need to settlz; overlap of interests and needs. -
€. 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 -~

- .a.o - Parties positions. -

b. Status of settlement talks.
c. Status of pending or proposed litigation.

d.  Interests of others not present

a Open-ended.

b.. - Hypothetical.

c. Seeks help in understanding.
3. Restates a party's position to assure clarity.
4,  Asks counsel to restate édVersary's position.

5. Afer hearing parties' pesitions stated by counsel, mediator may ask '
each party to begin to articulate real interests and needs.

. . : 0710698 12:45 pm
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V. TOR! L.SE
A. Be patient.
B. Remain neutral.
C. | ] Listen and understand. =~ = &
D. - Facilitate. =
1'.l | Communication.
2.. Understanding.
E. “Always optimistic; never pessimistic.
F. .~ ~Assure.that everyone is heard and understood.
G. Form no judgment; be flexible; beware of unspoken solution that seems
~ obvious to mediator. -
H. Engender trust and‘ cé)nﬁdeﬁce.
|13 Seek brééﬂ views fr:om‘ p;lrfies first; detalls, “second..
Y Understand the em&iéﬁaﬁ rﬁl!er cdﬁsféf; :weather it.
“K. 7 "After counsel and paties "h'aVe"spdf;éﬁ meachother's 'p‘reseht:'e.‘ o

1. Mediator may suggest private caucus, or one party may request a
private caucus; in either case, mediator checks if OK with other
party. - N
OR
-2, Mediator stays with joint session and begins to explore

a. What each party needs. )
© . b. .. What each party expects..
c. What each party sees as a practicable process for achieving
a joint solution.

07/06/98 12:45 pm
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L. Usually, a mediator's evaluation should be deferred untll late in the process
and ofien, never givenatall. '

1. - ‘Anearly evaluation may
a.  Indicate that mediator is biased.
b, Hademposions.

20 Mediator's evaluation may be essential to reality testing.—

3. Proper timing is vital.

: 07106198 12:43 pm
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NSEL'S JOB AT ALL ¢ NS
Be prepared -- as if final argument.
But this is not final argument.

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

1. Understand client’s BATNA. ™~

2, Understénd client's real interests and needs.

3. Ascertain other side's BATNA and real interests and needs.
Beware of Ramﬁo litigator tendehcies.

Persuadé other side's representatives, not the mediator.

Pershade 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 not consistent with other side's real interests
and needs.

5. Notwithstanding differvices re positions, parties' iv... .nterests and

needs may overlap and may suggest a solution.

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

: 070698 12:45 pm
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\

VIL. PRINCIPAL'S JOB AT AL

A Be prepared to participate fully, and mcreasmbly as the medlatlon )
proceeds.
B. Be prepared to talk more than yoar'law&er.
C. Talk with the other party. |
D Be creative. 7
| I.  Know your.BA'.I'NA..' .
2. Understand thoroughly and describe own interests and needs.
- :3_. . Listen and try to understand thoroughly other side's BATNA,
. interests and needs, - ‘ _
- 4. Objectively assess value of cas.e to. each paﬁy.
5. Objectively assess isks of no sttling to each party. -
6. . Avoid ad 'ﬁerﬁinera .attacks. o
._ 7. B .:Explore ways to share lmportant 1nformanon with other side -- even
R confidential mformatlon
" E. Be prepared to share views v even highly ‘éen'aiti'\:fe and conﬁdeatial
' information -- with mediator. :
1. Mediator will ask what the party wanted out of the deal now m
~ dispute. .
2. Mediator will ask what the party s goaI is today
F. . Express emotion. .‘ - e
G. But.be controlled, be.ﬁ.rm, be iaformed, be objective and be confident.

67406/98 12:45 pm
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VIII. FIRST PRIVATE CA

A The pé:rty\'ﬁgt caucusing. ~

L Mediator must reassure. -
2 | Should have own room.
3. Amenities. |
4. Homework -- what mediator w11] be askmg, f‘ocus on real

interests/meeds of all parties.

B. 'CauCUSing'pariy.

* Mediator must reassure party that all aspects of private caucus will

remain confidential, unless party expressly authonzes disclosure of
a specnf c aspect

‘a. Mediator will take notes to keep lmportant pomts in mind

" and to assure confidential information is segregated f‘rom
non—conﬁdentlal mformatlon

b.  Atend of private caucus, mediator will double check on

what mediator can and c_annot say to other side.

. Mediator will gather information.

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

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

c. 'Médiator will seeic the real story.
- (i) _Plaﬂ_y's pg:_ceptions. . _.
.(2) | Party's disiikés. o
(3)  Party's understanding of the differences separating

the parties.

: ' : 07/0G/98 12:45 pm
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(4)  Bases for distrust.

(5)  Relevant history. "~ -

T (6) - Party's previously unstated concerns, fears, motives,

“needs.

Mg_d__iator will have _pfinc_i_pal_s talk. '

" "Mediator will encourage the party to focus o its needs.

Both counsel and the principal 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.

b

Ask open ended questions.

Ask hypothetical questions.

Avoid confrontation.

Eschew reality testing in early céucus.

Try to listen with open mind.

Express no judgment and no recommendations. |
Wonder whether the mediator's patience will endure. -

Wonder whether the mediator has the requisite skills to
assist the parties.

07/06/98 12:45pm .
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Before private caucus concludes, medlator will ask party whether
there is any message the mediator should transmit to the other side.

Anything I cannot say?

.a.. - Mediator will distinguish clearly between what mediator can
say and cannot say on behalf of caucusing party to the other
party.

b. The mediator can frame hypothetical questions to other
—side; e.g-"Whatf-~;—Have-you considered...”, "Would it

be possnble to " "if we could persuade the other side..."

: 07:06/98- 12:45 pm
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FIRST PRIVATE CAUCUS WITH THE OTHER PARTY

A. Same process as in g;ec_eding Section VIIL
B.  Mediator is likely to (i.e. should) listen before delivering a niessage.
RE Before stating first party's offer,and . .

2, Before asking "what if._. "

.-3. . Let this party tell its story.

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

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

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

what the mediator learns in the second party's private caucus?

o 07/06/98 12:45 pm
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X THEMEDIATOR AND PRIVATE CAUCUSES  GENER/
A The mediator will hear diametrically opposed accounts.
L Unait.erab"l:e"ange'r." |
ﬁ.  Fternal dislike.

3. Solidified distrust.

4. The other side's misconduct is the solé cause of the dispute.
" 5.7 Hopeless dé_adIbck;' c
B. . The mediator is likely to want to throw in the towel. DON'T!

1. Find one potentially resolvable issuie out of the two or three real
" issues. ' ' : :

a Not positions.

2. Explore ways to find common ground on that issue.
a. Brainstorm options.
b. Move outside parameters of dispute as currently framed.

(1) Another relationship?
(2) Goods for money?
(3)  Another player?

C. | Prioritize.

3. Takeitastep at a time.

07/06/98 12:45 pm
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Xl

DANGER, DANGER !

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

A.
B. The mednator s perceived solution may be objectively sound, all
encompassmg, profitable to all, eﬁiclent and emment}y fair.
C. But it is highly unlikely that any party sees 1t now or will see it later, as the
medlator see it!
D.  The parties have own agendas: the mediator is not likely to be privy to or -
- tounderstand all the agendas. '
E.  The mgdia_to; should let the parties explore and propose the solutions!
F. - lt's'their problem; the solution is within their grasp.
"G. " The solution will be durable if the parties create it and own it.

| _ . 07/06/98 12:45 pm
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X1  SUBSEQUENT SESSIONS -
A Joint
1 | Jomt sess:ons should be frequent mterspersed amon;, pnvate
caucuses.
2. Parties together can sumup,
3. Parties together can reach a common understanding.
4. Parties together can discuss possible solutions.
5. | Avond the negatwes associated w:th hidden conversatxons with the
medlator
6. Avoid misstatements or misunderstanding when mediator is shuttle
' diplomacy messenger.
7.

Joint caucuses may engender confidence and good will. -

‘a.  After abrasive emotions have subsided.

~b. . Butabrasive 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 relatively 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 prospebts of finding 2 solution.

B. Private caucuses may continue to be necessary to provide the environment
to get to real interests and real needs.

. OT/6/98 12:45 pm
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Caucuses on different days.

1.

Fatigue is an important factor; parties have to stand back and
reflect.

2. Incentive to continue wanes if intense céucusing seems to yield only
;. negative results.. . ; :
3. .-, Homework may be necessary to break a logjam before negotiations
T Tesume. ' - :
4, Another party (e.g. insurer) may have to participate.

: 07/06/98 12:45 pm
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Xill. END GAME
A Breaking animpasse. =
1. Reahty testmg
a Medlator may questlon soundness of positions.
"""" AR 'Med:ator may mqmre asto cost of lmgatlon
c. Mediator may ask pames to l:st the real rewards of iltlgatlon
ST vicosts. : =
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.
2. Mediator may explore creating other relationships.
3. Mediator may ask each party what the party would do if it owned

both sides of this problem.

4. - Mediator may explore with one party what that party can give up
- that is of little value to it but of relatlvely larger value to the other
side.
5. The mediator may serve as an arbitrator.
a. The mediation may render a binding decision on a final

issue.

(1)  Money.

(2)  Design.
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-—mediator:

b.  The mediator may evaluate each party s chances in -
litigation, : :

(1) ~ Privately.
(@) Jointly.

Parties may not be influenced by mediator's judgment because it is
demonstratively correct; rather because of thelr confidence in the

‘Mediator may provide short term SOlUthﬂ followed by continued

monitoring.

Mediator's expression of an opinion may adversely affect mediator's
ability to act as a neutral in the future on the specific matter.

Don't Let Parties Leave The Sesston! N

1

2.

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

Butitis more dlfﬁcult for a party to qu1t forever if the mediator is
present.

Mediator will discourage qmttmg if progress apparent and end in
51ght

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

the walking party back in the room.

It is imperative that the mediator be

1.

2,

Eternally optimistic -- must point fr’eﬁuently to progress.
Confident.

Experienced.

Trusted.

An authority figure.
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- Don't let the parties leave with 2 handshake; there must be a written
agreement signed by all concerned.

1. Counsel, not the mediator, should dict_ate or draft.

2, Will reveal and clarify misunderstandings.

-3, Will minimize chances of immediate rekindling of impasse.
4. Counsel and parties execute.

5... . Evenif only some issues settled; agreement may outline process for
resolving future issues. :

. ..Ifno agreement is possible.

. '_ ..'I. o ".Pé'rt“ie's. should éxpfe#sly acknowledge no 'é’gr'eement.
2. Parties should sta't'e.w}'.l:y.. ' |
3. Parties shoﬁ:ld 'éc‘kﬁ(.)i»;rllédge room for ﬁxr.tﬁe'r.progressl, if any.
4 Parties should explore what to do et
+ 3. Court-annexed mediation.
a. Mediat'or may give an evaluation.
e ."J'Medlator may suggest “that | pames report to Court on their

views of the mediation.

¢ Mediator may suggest to the ADR administrator that the
_Court’s intervention is necessary to break a logjam.
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XIV. POST-MEDIATION

A

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

If the mediator is subpoenaed, or if a party is subpoenaed,

1. Notice must be given to all concerned.

2 Mediator must invoke the privilege.

If éourt-annexed, mediator will report to Court.

1. Bare bones report.

2. May inch.;de evaluation.

3 May outline discovery issues to be tried, etc.

Mediator should write to parties.

1. Confirming the outcome.
2. Including post-mediation reflections.
3. Expressing thanks.
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