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I.

I1.

QVERVIEW

"A.  What Is ADR?

~Frapklin Pierce 1,,C,

- Notes Re Alternative Dispute Resolution
_ _And IP Licensing

David W. Plant
. Flsh & Neave. R
1251 Avenue of the Amerlcas
New York, New York 10020
. July 1998

B. What Are Its Forms?

C. Where Is ADR Appllcable°' h

. Dy -What Are Its Advantages And Dlsadvantages°

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

F. Whither ADR?

WHAT IS5 ADR?

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

07/06/98 1:29 pm
99999.099 - -(NY] 298789.1




TIIT..

DR ?

ADR encompasses an infinite number of forms. It

WHAT ARE .
A,
B.
1.
2.
3,
4.
2
c.

is helpful to con51der three generlc categories.

Anﬂudlcatlve rorms.

A conventlonal adjudlcatlve form is binding

arbltratlon

Non- blndlng arbitration may also be an
adjudicative process. o

Ancother form is the use of a Court-appointed
Special Master.

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

A 3d party renders or imposes on the

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

formally defined, (b) sophisticated:
positions; and (c¢) evidence and legal
authorities. S :

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.

07/96/98 12:45 pm
2 . 99999.099 -~ [NY)] 298789.1
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Hybrid Forms.

1.

-1,

Hybrid forms. stretch the spectrum of forms to

'tlnflnlty.

Negotiation, fdllowedtbywmediation, followed

by arbitration is becoming popular.

. Mediation followed by last offer arbitration
is effective.

Early neutral evaluation coupled with

mediation has worked.

”:Exipatte}’neh-binding arbitration has
succeeded where the parties do not want to
*:‘exchaﬁge,seﬁéitiVe*informetion.

Creat1v1ty is the key Mést fit the forum to

: the fuss

_iMore thorough discussions and elaboratlons
iregardlng the forms of ADR appear in, 1nter alia -

Plant,_"Overv1ew of ADR -Procedures", AIPLA
Alternative Dispute Resolution Guide, 1995
p. 3. (A copy of this chapter appears at
Appendix A to these notes )

- Arnold, "A Better Mousetrap: ADR", Les

Nouvelles, Vol. XXX, No. 1, March 1995, p.
31.

Arnold, P ni 1 r. iv i d ’
Clark, Boardman, Callaghan 1991,

57/066/98 12:45 pm
3 99999,09% - iNY] 298789.1




Iv.

WHERE IS _ADR_APPLI 2

AL

‘ADR is applicable to almost any intellectual

property dispute -- even where injunctive relief
seems necessary

'~ﬂ'ADR may ‘not ‘be appllcable where --°

“a. - A counterfelter must be nipped in the
bud. :

b:'feA‘tfede seéret“ﬁﬁ$ﬁ be preserved.
c. Legal precedent is needed.
Sd E_QI;Qﬂﬁ are out. of control -- ADR may

"~ be applicable but extraordinarily’
_dlfflcult to apply.

Spec1f1c examples will be dlscussed These will

1nclude

'1.'.5B1nd1ng arbitration
12;r“'Non—b1nd1ng arbltratlon
3 :Mlnl trlal

4. Mediation

07/36/98 12:45 pm
4 $9995.09% - [NY] 298789.1
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V.

WHAT ARE ADR's ADVANT DISADVANTAGES?

A,

Advantages.

1.

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

. 2. . The parties preserve old, or create new,

business relationships, or both.
3. Often time and money aré saved.

4. cultural differences may be better

accommodated, or reconciled.

Disadvantages.

l.-i If'poorly.éonstructed or managed, ADR may be
counterproductive. ' ' '

C2.  jBadly,planned‘and managed ADR may inflate
expenditure of time and money and may yield
unsatisfactory substantive results.

3. May be undermined by party not acting in good

-faith. But even then, other party (or both
-parties) ‘may acquire better understanding of

issues, risks, rewards.

07/06/98 12:45 pm
5 . 99999.089 - INY;} 298789.1




VI. WHAT SHOULD PARTIES TO AN IP CONTRACT .-
CONSIDER_AND PROVIDE FOR?

Some\Kej Issues
1st Arbltratlon =

-2d;Med1atlon

A. Arbitration.
1. . Arbitrability ‘and Enforceability
a. U.s.

(i) Vlrtually all Ip 1ssues are
‘ arbltrable '

'(2) Query 1ncreased damages

Plant "Intellectual Property
Arbitrating Dlsputes in the United
States", ‘Dis R lu rnal
of the American Arbitratlon

: Association,  July-September 1995,
p. 8 (A copy of this paper appears
-as Appendix B to these notes.)

EE ]
-

.b. Elsewhere.-:

_(1)— Important to understand local laws,
-local public policy and the New
York Convention.*

* Art. V.2. of the 1958 Convention On The Recognition And
Enforcement Of Foreign Arbitral Awards (the "New York
Conventlon") 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...)

67/06/98 12:45 pm
6 99999.099 - [NY] 298789.1
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(2} . Important to distinguish between
{a) government granted or
registered rights and (b) private
rlghts.

'(3)“ anﬁldg an arbitration clause that
... -.focuses on =--

(a) = Private rights
({b).- -International Commerce

. {c} < Arbitrator may consider [IP
issue] but is not empowered to
- declare whether IP valid or
not valid, enforceable or not
-enforceable, etc.

- {d) + Neilther the award nor any
statement by the arbitrator
- shall be regarded as a
declaration of validity or
invalidity, etc.

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

(4) See discussion in Plant, "Drafting

- for Confidentiality, Arbitrability

and Enforceability in Intellectual
~Property Agreements," ALI-ABA
Course Materials Journal, June

1997, p. 51 (A copy of this article

- appears at Appendix C.)

_Lf(.,.contlnued) S :
T _the law of that country, or

o "{b) the recognltlon or enforcement of the award
- .would be contrary to the publlc pollcy of
that country."

07/06/98 12:45 pm
T 99999.099 - (NY] 298789.1




2. Arbltratlon provisions to consider.*
 ,5;“ Admlnlstered v. ad hoc arbitration.
b. IIssuesrtQ be resolved.
(1) IP issues.
{2) Related issues.
¢c. . Arbitrator(s).
(1)._Number.
:(é)aiQualifications.
(3) Selection process.
(4):'Party—appointed.
..“ .(a) interview process
.(b) neutrality
d. + Schedule; commitment
e. . Venue. |
o tl) _Neutrality.
H' :Xé};'transnational disputes
(b) -cultural-differences

¥(25' Avallablllty of witnesses and
. documents.

* These and other provisions are discussed in various
places in the literature, e.g., Plant, "Arbitration And
Intellectual Property Disputes", Euromoney.Publications PLC,
Managing Intellectual Property, June 1996 (a copy of this
paper appears at Appendix D); Arnold, "“A Better Mousetrap
ADR", supra; Plant, "Arbitration And Arbitration Clauses,
Intellectual Property Counselling And Litigation, Vol. 2,

- Ch. 20, Matthew Bender, 1994; CPR, Arbitration, 1994; CPR,

' Model ADR Pr res, "Alternatlve Dlspute Resolution In

Technology Disputes," 1993,

07/06/98 12:45 pm
8 99999.099 - [NY)] 298789.1
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f. Discovery.

“gs  Confidentiality.

(1) During proceeding.
(a) Rules
{b) Parties’ agreement

(é)_ Award enforced as Protective
" Order

(2)‘QPost-pf6ceeding._

(a)  Enforcement of arbitration
~award

(b) 5 294(d) & (e)
h. Remedies..
(1) Monetary.
| - (a) Compensatory.
“{b) " Punitive.
(c) Currency
(2) ‘other.
| .(a)' Injunction.
"' {b) specific performance.
(¢) “Provisional.

" (i) Emergency relief an issue
& in IP matters.

(ii) Most arbitral
o  administrative
- organizations cannot

_.constitute a panel on the

required short notice

07/06/98 12:45 pm
9 99999.699 - INY] 298789.1




{iii) U.S.: ancillary aid of
Court

(iv) WIPO: contemplating "24
hour" service

" Applicable rules.
‘;G6Vérnihg law.
(1) Arbitral.
;(2). Substantive.
. Languagef.
‘Form of award.
(1) Win/lose.

(2) Reasoned.

‘{a) Collateral estoppel and res
judicata '

- (b) . § 294(c) re modification
{c} Motions to vacate or rmodify
(d) Road map.
Rggqurse._
_(1)__Enforceability.
j2) . Challenge.

(3} Modification,

. arbitration law.

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

. seq.

. - Uniform Arbitration Act enacted in a

large majority of states.

07/06/98 12:45 pm
10 99999,099 - [NY) 298789.1
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c. State statutes re international
o arbitration.

d. 35 U.5.C. § 294.%
(1) §.294(a).
_(2) S 294 (b).
: _ks):‘§ 294 (c) .
‘_f4)‘ § 294(d) and {e).
e 35U S.C. § 135(d).**
4. .Various rules, ***
a. ‘AAA._
h ‘(i) “Eatent.
(2), Commercial.
.i3) :Large,_complex.
_f4i.International.
b em.
(1) Rules For Non‘Administeréd
: Arbitration Of Patent And Trade
Secret Disputes.
.(25 _Model Agreement For Ex Parte
“Adjudication of Trade Secret
Misappropriation And/Or Patent

Disputes.

(3) Non-Administered Arbitraticn Rules
‘ Anq Commentary.

* . 351U.S.C. § 294 is reproduced in Appendix E.
** 35 U.s.C. § 135(d} is reproduced in Appendix F.

ko Spec1mens of some . rules w1ll be available at the
‘lecture. D _ _

57/06/98 12:45 pm
11 59999.099 - INY) 298789.1




 (4J. MbdeigProce&ure For Mediation Of a o
‘ Business Dispute. (

{5} Model Minitrial Procedure.

WIPG.

fl)L:Mediation Rules.

(2) ‘Arbitration Rules.

(3)':ExpEditéd Arbitration Rules.

'(4)“ 24shour ruleS.under consideration.

Icc. |

(1} Rules_of‘Conciliation.

(2) ﬁﬁles of Arbitration.
"Réﬁised'effective January 1, 1998

(3) Pre-Arbitral Referral Procedure.

!I./"\\'!

Not adééuate for emergency relief
LCIA o |
:(1}R_Arbitration Uhder LCIA Rules.
V'Unde} revision
' (é)f Arbitration Under UNCITRAL Rules.

(3) Conciliation under UNCITRAL Rules.

. UNCITRAL. _

(1) Model law adopted in various
‘countries. N

(2) Non-administered arbitration.
U.S. -Courts.

(4) Each U.S. District Court has ADR
rules or practices.

07/06/98 12:45 pm S
12 93999.055% - |NY] 298789.1
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FEIN

B.

1.

Mediation

U.S.

a.

Cc.

{5) Vary from court to court, e.d.
~{a). SDNY: rules re mediation.

“(b)° EDNY: rules re arbitration,
mediation, early neutral
evaluatlon

(c) DNH: ADR considered at
. preliminary pretrlal
conference; various ADR
_..procedures available. Not
- formalized in local rules.

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

v. elsewhere.

Mediation.

Conciliation. .

Mini-trial.

. . Getting to the table,.

Preparation.

tnitial géssidns;iéf
-(}) -JOint1session.
'(2xf:§fi§é£é'caﬁcus
‘ xSubsequent se551ons.;

”jTh""End Game"w.

Post—medlatlon.;_;

‘A more detalled outllne appears at Appendix. G

to these notes.

. 07/05/98 12:45 pm
13 99999.098 - [NY] 298789.1




. VII. WHITHER ADR?
In" the United States, the impetus to apply ADR

A

e
2.
-3,

: 4 -

1,

2.

3.

stems fromﬁmany quarters -

 ¢lien;§,

‘Wniegisiation.

.-Profe551onal responsibility.

7. Elsewhere in the world, the impetus varies --

“*Arbltratlon in 1nternatlonal commercmal

disputes.
Conciliation in Asia..

Mediation in‘Euere,

Disputants will increasingly enjoy the benefits of
ADR if it is understood, constructed and utlllzed
intelligently. :

ADR will w1ther if not understood - constructed or
utilized intelligently. '

Many matters must be litigated.

1.

A8
.

But statistics show more than 90%, maybe more
than 95%, of IP lawsuits . are settled before
trial. - A '

With ‘this fact, together with the high cost
of litigation in terms of $, emotion, time
and other resources, it makes eminent sense
to consider ADR earlier rather than later,
and to encourage the parties to put their
dispute behind them and get on with their
customary bu51nesses

As counsel’we must be informed AND we must be
ready and able to recommend and to utilize

“ADR.

07/06/98 12:45 pm
14 ' 99999.0699 - (NY] 298789.1
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OVERVIEW OF ADR PROCEDURES

L. INTRODUCTION

R Alternative Dispute Resolution (ADR) technigues generally fall into two
: eategones (1) adjudicative and (2). non-adjudxcauve. 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-adjudlcanve state to an adjudicative state or vice versa —
'g*”resulnng in a hybrid process. L .

This short overview touches on some issues that deserve attention in respect of
a few specific ADR techniques. . _ . -

Il ADJUDICATIVE PROCESSES
A.  Arbitration

L - Among adjudicative ADR’ techmqpes. arbitration usually rises to the top of the

o clist, 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 intellectual property issues, mcludmg validity and

enforceability, sesms to be generally sancnoned by the ;udxcmy. absent specxﬁc contractual or
leg:slauve resmcuons to the contmry _

= h Arbitration may be binding or non-bmdmg (Non-bmdmg arbxtrauon, wlule
. ad_;udxmuve insofar as the specific arbitration proceeding is concerned, may be part of a larger

. hon-adjudicative process.) Arbitration may be the result of an agreement between 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, of it may reflect elements of both. Even in administered arbxtranons, it is not unusual
for the parties and the arbitrator to agree to depart from the adm:mstrauve institution’s
s '_‘pubhshed rules. _ _ .

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 be desired. Aiso, 'conventional
wisdom suggests that a reasoned award may be imore suscepnble to modification or vacation by
\-‘acourtthanabare wm-lose award. ‘ -

S Because arbitration is usually the product of an agreement betwecn the eg‘.l;ﬁu, '
the pames can set the course of the proceedings, specify issues, fix time limits and d
scope of the arbitrator’s authority. A full understanding by counsel and client, and the

- arbitrator, of these dimensions and their xmphcanons is necessary to the efﬁcxent expedmous

and equnable use of arbitration.

o o 'me right to appeal an arbitration award is limited b edy legxslanon and by Judlc:al
opinion’. That right may be modified by the parties, e.g., enlarged so that the Court performs

‘ afnlxore typical role Jin ascertaining whethcr findings of fact are clwly erToneous or conclums

-:"--o awa:ecorract - . . . .

APPENDIX A




Many of us on many occasions have urged that a fundamental requisite of
arbitration is a seasoned arbitrator, available when needed, willing and able 1o move the
proceedings forward, and dedicated to efficiency and faimess, Arbitration has sometimes
‘received bad press, occasionally Lecause an arbitrator appeared to split the baby (perhaps an

" exagperated impression in many cases). But a more severe ¢:awback may be an arbitrator's

i 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 likely if the arbitrator is

| selected with care.

The disclosure requirements of 35 U.S.C. § 294(d) and () have sometimes been
invoked as discouraging the use of arbitration to resolve patent disputes. This does not seem
entirely sound in light of the need to file in court an arbitration award whenever the award is

challenged or judgment is sought on the award.
Arbitration has worked, and efficiently and effectively so, in intellectual p:

" disputes. It has been utilized in lieu of litigation and in lieu of Patent Office adjudication. It
“ - can continue to work, especially if counsel and clients recognize that arbitration can be tailored
- “to fit their specific needs. ' . SR

B " Other Technigues

. A neutral fact finder or a neutral legal expert may be engaéed to rule on a
 specific issue. As with an arbitrator, the terms and conditions on which the neutral’s work is
“ undertaken are negotiated by the parties and the neutral. =~ RS

. Also, aprivate trial ("rent-a-judge") may be agreed upon. Here, 2 “judge” (often
- a former jurist) presides and judgment is ultimately entered in a court. Where sanctioned by
- local legislation, the private judgment may be subject to appeal in the local court system.

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

- I~ NON-ADJUDICATIVE PROCESSES

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

- -relationships is presented by non-adjudicative processes.. ' .

Ll e . Among the non-adjudicative processes employed in intellectual property disputes
-+ are mediation, mini-trial, early neutral evaluation, summary jury trial, and many variants on
these themes. Each of these is a form of facilitated negotiation in which the parties participate
_ direcdy, (Of course negotiation itself is a non-adjudicative dispute resolution process.
. “Negouation per se is not explored in depth in this Guide.) _ '

Bl ‘Each of the four processes we discuss here has been used so often that counsel
and clients need not reinvent the wheel. Many forms of model rules and actual agreements
have been drafted and disseminated,
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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 adversary’s real needs and real interests, articulate those needs and interests, and create

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

" However, many practitioners are concerned that in 50 doiﬂF the mediator may appear to have
" compromised the mediator's ability to facilitate problem solving in an even-handed manner.

Also, the mediator may caucus pﬁvatcly with each party and shuttle between the
{)a.mes In_so doing, it is imperative that the mediator preserve in confidence any information

- “learned from a parfy which the party does not want disclosed. Because some practitioners view
g:i‘;ate?-‘mcusu as creating concern in the absent party as to whether the m

»

r is somehow
ing 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.

CItis ii'c':ritimlly important that amﬁresentaﬁize 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, training and experience of a mediator is important.

 Mediators are not bom. Litigators and judges may be skilled at litigating and judging, but
- not always at mediating. Training is a virtual necessity to enable a mediator to perform
‘competently. The mediation process is so different and so fluid in comparison with an

adjudicative process, the mediator must have training so as to be fully prepared to assist the

Mediation has worked effectively in resolving intellectual property disputes. It

- has worked in large, complex cases and in smaller cases. It has worked early in the life of a

dispute as well as later in full-blown Iiﬁgsation. It appears to be burgeoning as a well accepted
aiternative to full-time, all-out litigation. N L . '

B ) I~ N T Y

. B. . Minitrigi

" Minitrials are well-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, _ T
L A minitrial is a kind of facilitated negotiation in which a panel, comprising pasty

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

counsel and immediately confers in an attempt to settle the matter.  The settiement 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 gua non.” The presence of authorized representatives of all
“interested parties is essential. . . o R




C.  Early Newtral Evaluation
Early neutral evaluation is usually a court—annexed procedure. Invented in the

'_ . Nonhem ‘sttnct of Caht'omxa, tlus procedure has eruoyed commerclal success in va=r~ve other

Typically, after the plmdmgs are closed a respeczed neutml hears argument by
_counsel, attempts to assist the parties in negotiating a settlement, renders an opinion on the

. merits, and in the absence of settlement, assists in working out'a pretrial schedule. Like

" mediation and minitrials, it is imperative that a representative from each interested party with
aut.honty to settle attend early neutral evaluauon sessmns ‘

I Early neutral evaluation has been successful both in sett.hng intellectual property

__dJSputes and in assxstmg parues and courts. in developmg ‘and xrnplementmg dxseovery

_schedules _ _ | _ .

. 'D. . Summary Jury Trial | ) |
Summary jury trials also have been useful in ass:stmg parties to intellectual

property actions resolve their differences. Judge Thomas Lambros in the Northern District of

- ‘Ohio is credited with ongmaung thxs pmcess It has been used bundreds of txmes in that district
: _-jj_and elsewhere

The same cast of characters as in a rmmtnal cxpates -- plus 2 Judge and an
empane!ed jury. Counsel argue to the jury, and the jury d berates and renders a verdict, all
~in a short time (e.g. a Immediately upon h&nng the jury's verdxct the pams confa'
- with the. ob;ecuve of reeoi‘vmg the dispu:e ' o

R Summary Jury tnals often occur on the eve of a- long jury trial m a large
v -complex case.

IV. END NOTES
A "Hybn‘d' Processes

‘Many combinations of the foregoing processes, and variants of the. processes,
~ have been utilized in resolving intellectuai property disputes. Parties have provided for
negotiation, followed by mediation, followed by arbitration. Parties have agreed to mediation,
_ g having mediated to close to a solunon, have agreed to put the remasnmg lssuee to an
mator '

The literature is rich, as is the expenence of some nu:utmners. with creative
techmques for encouragmg and enabhng parnes to solve thetr prob ems

B Geamg To The Table | o

"7 Persuading parties to talk has been a recumng issue. A pre-dxspute ADR clause
: -has posed little pmblem A post-dispute suggestion of ADR may once have posed a far more
serious problem. But that day is almost over.

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

lack of eonﬁdenee ADR is too well-known. Hundreds of corporations have signed the CPR

4




corporate pledge. Hundreds of law firms have signed the CPR law firm pledge. Professional
associations encourage, if not compel, counszl to be familiar with and to consider ADR, E

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

- -.is waiving that flag.

L - So with the psychological barriers receding, what does counsel or a tpany do
“absenit: a court order? Counsel can call counsel, simply as a matter of professionat
- responsibility, to explore the prospects of ADR., Management can call management, because

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

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

. precedent is needed, a licensing program is to be protected, truly irreparable harm is about to

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

C.  Finding A Neutral

' " The importance of engaging a competent neutral shines through the fabric of each
ADR process, H_ow to find such a neutral is thus a_criticgl question; :

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

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

Various organizations, ¢.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. o .

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

D. Whither ADR And Intellectual Property? -

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

prepaxed_. _
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~ In the absence of contract language to the contrary, all 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, trade-
marks and federal antitrust and securities laws pertaining to these

issues,

‘Patent Arhitration

Until 1983, U.S. courts generally ..

" refused to order binding arbitration of
iggues as to patent validity and enforce-

ceedings and should be decided by a

court of law, given the great public inler-

ast in challenging iovalid patenis.”!

Huwever, with the enactment of 35 17.5.C.°

g 294 (effective February 27, 1983), the

arbitrability of patent disputes under US.

- law is no longer in guestion on this
v -ground. Voluntary, binding arbitration of
“patent validity, enforeeability. and

infringement is expressiy provided forin

© Saction 294,

Similarly, with the addition of
Subsection (d) to 35 US.C. § 133 in 1984,
parties to a patent interference may also
~determing such contest or any aspect
thereof by [binding] arbitzration.” Section
135(d) reserves to the Commlissioner of

Patents and Trademarks the right to

determine patentability.

Section 294(b} provides mter alia that
all patent defenses under 35 U.SC, § 282
#ghall be considered by the arbitrator if

raiscd by any party to.the proceéding. 2 -

Express inclusion of these defenses in

Section 294 has foreclosed any sericus.
guestion as to the scope of patent issuves |

property sub{ec_t to binding arbitration. fn

short, virlua

under a U5, patent may be the subject Gf

binding arbitration under Section 294,
These defenses include issues as to

-title, as well as validity and enforceabili--

ty, including unenforceability issues
based on patent misuse or other antitrust

grounds. As for title, in Scan-Graphics, ne, -

v. Photornitriz Carporation,? the district
court noted; without reservation or other

comment, that it was “likely that the .

California arbitrators, while addressing,

the wvalidity and scope ot the 1987 -
. Agreement, will alsa address whether
- _there has been a transfer of rights to one
-+ .oy more claims of the patent by virtue of

“tha agreement.”

Interestingly, Section 294 was

invoked in Warner & Swascy Co. v,
Salvagnini Transferica An exclusive
licensing agreement provided that any

- tention that patent infringment ¢laims - |
o lagu 1 : ~rmay be heard ondy by LS. district courts.*
- ability. Such patent law issues were said

“'tp be “inappropriate for arbitration pro-

Japatent license agreement o include -7
- issues ap to the scope of the claims of the . = 7
"Heensed patent as well as infringement

ly every defense to-a claim

action for hreach of contract would be

brought in Italy, The District Court ¢ited ... . R
Section 294 in rejecting plaintiff's fon- By David Plant -

he awiftor js the chaimman of
e ADR-Committee oithe
American intelleciual Proparty

The Court of Appeals for the Federal

‘Circuit appeatrs to favor arbitration, in raw Assaciation and & partner

. al thie New York firm of Fish &
- Negve. This article is an up-
datad and revigag version of a

general. In I'n re Medical Engineerin
Corporation the court of appeals uphely

-a district court order staying a patent. oo 0o o vresented st the
‘Infringement action in faver of erbilva-" wormwide Forum en the
lon. Eatlier in Rhone-Poulenc Specialties  Arbitration of Inteflestua)
Chimigues v. SCM Corp,,7 the court of FProperty Disputes, held in

appenls construed an arbitration clause in |~ 9773

isguesd In Rhone-Poulence, the Court of
Appeals invaked Mitsubishi Motors v,
Soler Chryster-Plymaouth? to the effect that
the “ intentions [of the parties] are gener-
ously constrtted as to issues of arbitrabili-
ty_' Jf]u .

However, the Court of Appeals for

-the Federal Circuit has refused to permit

arbitration to supersede the jurisdiction
of the U.5. International Trade Com-
mission {ITC) vver indellectual property
issues arising in a 19 U.S.C, § 1337(a) pro-

ceeding. ! The ITC complaint was based

on alleged misappropriation of trade
secrets, tradermark mfringement and false
representations as to source; An IFC
Administrative Law Judge had terminat-
ed the proceeding on the ground of (1) an,

“arbitration clause,’? (2) a previous ITC

decision terminaiing a proceeding in light

- of an arbitration agreement, and (3) a fed-
eral district court decision that Farrel.

agal histary is replete with iflustrationg of how the evelution .
of the modern-day systern of arbitration of commaercial and . .|
~Iabor disputes was met with rasistance by the court system. -
ftraticn in its spplicetion to imseflectual property iBsuss also fol-
" loweda long and difficult road te acceptance by the courts, says the
authar. That kas, for the mosi part, changad, Now, he says, “all-... |
inteflectusl proporty issues appear to ba the proper subject of bind- "]
ing arbitration.” This is not to assart that there are no substantive . .
intallactual propsrty policy issues remaining to be addrassed, of
course. Matlers of arbitrability remain open ta interpretatian by the
courts, though carefu! tailoring of the termis of arbitration can'do’ .
rriuch 10 oisrity any controversy and move disputes swiftly to resolt
Hfor. i T

T ————
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*must pursize its ¢laims before an [TC arbi-
. tration panel.’? The Commission agrecd

-with the AL] and cited Mifsubishi Motorat3
in support of #s view that

S ’a party to an international transac-

tion will be requirad ko honor its agree-

ment to arbitrate disputes invelving ..

statutory ¢laims under 115, law when
the arbitration agreement reaches the
statutofy issues and when there are no

legal constraints external to the agree-

“ment which foreclose arbitration of
such tlaims,’ 15

. The Court of Appeals for the Pederal

. Cu-c:mt found such.a “legal consteaint | |

- which foreclosels] arbitration” and
reversed on the grounds that (1) the

 dirgetions of 19 US.C. § 1337(b)(1) and
() are mandatory (fe., the Commission

“shall investigate” and “shall determine”
whether or not thers is a vielation) and

{2) the narrow exceptions of Section -

337(x) to the statutory mandate do not

embrace a private agrﬂement to arbl-

i'rate by

soning was confined to judicial proceed-

ings, did not oxtend to administrative:
proceedings, and thus was consistent

with the rourt of appeals’ tuling. The

“court invoked Mifsubich's atatement that

tot “all controversies implicating statuto-

" ry rights are sultable for arbitration .
C[I3t s the congressienal intention:
_expressed in some othor stalate on which

the courts must rely to identify any cate-

“gory of claims as o which agreements to

arbitrate will be held unenforceable.”17
The court also rited Gifmer v,
Interstateffolnsan Line Corp., 't where an

' _ arbitration agreement operated az a waiv-

er.of access enly to -z judicial forum and.
net an administrative forum.

Thus, it appears that, nmwuhqmud- ‘
ing an otherwise binding and enforceable
Aagreement to arblivate, a party to such
| agreoment may attempt to persvade the

- ITC o investigate and determine whether
1:-or not there is a violation of Section
1--357), and if successful, may abort arbi-
© tration.

The Farrel decision is directed to the

impact of a prior agreement to arbitrate -
after an ITC investigation has com.

menced. Query whether a party who

| - wishes that the otherwise agreed to arbi-

tration go forward may successfully

.enjoin the potential 1TC complainant
from roquesting that the ITC initiate an
- investigation. ! Also, the court of appeals -

acknow!edgod the possibility that the

“ing by it . .
‘the public ..

" The court nctecl that Mitsubishii's Tea--

Cammission can consider remedies
ordered by an arbitral tribunal @

A simildr situation may obtain with
the United States Federal Trade

~ Commission (FTC), the domestic analog

to the ITC, The FTC is empowered angd
directed by 15 US.C. § 45(a)2) to prevent
the use of “unfair methods of competition
in or affecting commerce and unlalr or
deceptive acts or practices in or affecting

~eommerce,” 15 U.5.C, § 45(b} requires an

investigation by the FTC where “the

Commission shall have reason to believe™
“there is a viclation or wheore it “shall

appear to the Commission that a proceed-
. would be to the interest of

2 In the event the FTC does
initiate an mveahgahmu, 15 LILS.CL & 45()
provides that (1) the FTC shall issuv and
serve a complaint, and {2) the person
charged shall have the right to appear and

‘show cause why an order should not be

enlered agdinst the person. Thus, once an
FYC investigation commences, a party to

“an arbitration agreement may invoke

such an event in line with Farrel o abort
the arhitration. -

We are unaware of any case like
Fm‘i ¢l having arisen in the FTC context. If

“Farrel were urged in an FIC context, the
- differences between the scctions enabling

the FTC and the ITC 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

‘jurisdiction,

©- ~The net of the foregoing is that an -

arbitration clause may permit resolution

--of patent {or other intellecinal property)
~dssues by way of binding arbitration in
- liew of a proceeding before a ULS, count,
‘but not always in liew of a proceeding

- before a U5 administrative agency, espe-
cially the ITC and perhaps the FTC.

Turning now to patent interferences,

. there 15 doubt as (o the value of arbitration of

an nterferenne (os privided forin 38 US.C

- 8 135 ) because Y Patent amd Trademark

Office is not bound as ta any wsue of
patentability,® Nevertheless, arbitration of

. ierferenico issues has been undertaken on
more than one occasion - amnd has been

reported in-at least one case. In Uiier v,

Hiraga 22 the parties to an interference

entered into an arbitrabon agresment to
“raviid Lthe delay and expense assock-
ated with fewemal interference proceed-
ings in the {I"O] and In the Courts of
the United States. ... " %

“The arbitrator decided the issue of priori-
“ty byt doctined to decide matters of

it ey

e Ter
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atentability which he submitied to the .

" Y1.8 Patent & Trademark Qffice,

- Put the express language of Section

' 138(d) provides only that the Com-

missioner is not precluded from deter-

 mining patentability, It does not preclude

an atbitrator from making such a deter-

" mination subject to the Commissioner's
review. L ‘

Arbitration of patent issues may be

possible aven apart from Section 294. 1f
‘the arbitration arises out of a contract dis-

puie {¢.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, especially if theo
- -contract Hmits the arbitrator’'s powers in .

“this regard.?* The Court of Appeals for.
_the Federal Circuit has endorsed a district’
C court’s characterization of the arbitrator’s

| powers; _
" "The court halds that the arbitrators

in this vase did not imperfectly execute -

 their powers by refusing to invalidate

. Weight's patents, The arbitrators’

Cpowers” in this case wers derived
fram the agreement of the parties and
the governing federal law. Those puw-
ers wore Himited primarily {0 constru-

ing the contracl between the parties to -
& pe . absent coniractual or stabu-

.. determine whether or not certain tech-
.- nalagy came within the scope of the
.., parties’ agreement. The arbitrators did

. not have any power to invalidate.
patents, since the parfies never agreed

to arbitrate the validity of Wright's

patents, not does federal law give arbi- -
tralors an independent power to inval- |

. idate patents,” "
© Further, if 2 patent iwsue s ameonable

- b resolution in 2 non-federal forum, such -
-as a state court, then it should also be

.. subject to resnlution by arbitrallion whelly
“apart from Section 204, Forexample, in 3
digpute as to whethet a state court was.
the proper forum to decide “rights”

between the parties to a patent and how.

“‘those rights relate to the parties’ financial
crights and obligations under a purchase
“agreement, the Court of Appeals for. the

-+ .. Federal Circuit affirmed a district court’s |

_decision to dismiss for lack of subject
comatker jurisdiction under 28 US.C. §

1338(a).% The court of appeals found that.

an evaluation of the validily or “true”

+value of the patent would be only an ele-

_ment of a defense to the contract action
- and held that

“the fact that patent issues are relevant.

under state contract law fr the resolu-

. tion of a coptract dispute "cannmot possi--
... /bly comvert a suit for breach of contract

“infringement may be sub-

into one “arising under” the patent
laws as required to render the jurisdic-
tion of the district court based on sec-
tion 1338 "2*

Howaovar, Additives Controls &

.. Measurements Sys. v. Flowdnafa, 28 held that,

in the context of a state Jaw business dis-

_paragement claim originally brought in
state court, the dispute belonged in feder-

al court hecause plairtiff’s right to relief

-necessarily depended on resolution of a

substantial guestion of patent law, viz.
the falsity of defendant’s accusations of
patent infringement, In Additive Controls,

“the Court of Appeals for the Federal

Circuit distinguished other opinions on
the'ground that in rthose cascs plaintiffi's
right to relief did not depend upon Teso-

“lution of a substantial question of patent
law. T

The net of the Federal Circuit opin-
ions dscussed above is that—in light of
the recent trend encouraging arbitration

in fields previously reserved for resolu-
tion in the courts, the lack of express pre-
isla-, .
tive history of 35 U5,C, § 294, and the ..
Supreme Court’s willingness to aliow

R
Virtually every defense to a
claim undera United States
patent may be the subject of
binding arbitration-under -

emptive language in the statute or 1
parties to choose the law
governing arbitration, and
tory limitations to the con-
trary—issues of patent
validity, enforceability and

ject €0 binding arbitratioa

outside the scope of 35 Section 294, 3 *

US.C. §2594,

' Gopyright lssues

Although Congress has authorized
arbitratton for patent disputes, it has not

done so for copyright disputes® Never- &
theless, copyright license apreements may
praperly provide for binding arbitration
-of disputes arising out of the agreement.

These agreements have been challenged

under 28 U.S.C. § 1338{a), which gives .
Afederal district courts “original jurisdic-

tion” of actons for copyright infringe. -

ment as well as for patent infringement. . -
In addition, as was the case in patent dis- -
pules before 1983, it has been argued that

public poticy prohibits the submission of ~ ~ 7

- cupyright claims to arbitration-—or at the
-least, precludes arbitrators from deter-
mining the validity ot copyrights. These

arpuments have generally not been suc-
cesstul,

" In Kamakazi Music Corp, v, Relbivins

Music Corp. M the Court uf Appeals
endorsed Lhe arbitrability of copyright

DISPUTE HE?C!_LUTIQN JOURMNAL 11
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The court of appeals
~ held that public
- policy does not -
-« prohibit the
‘submission of =
. infringement claims.
" to arbitrat

infringement claims where copyright
validity was not in issue. Kamakazi sued
for copyright infringement after a license

had expired, because Robbins continued

{0 print and sell the copyrighted works,
Robhins contended that Kamakazi's suit

was for breach of contract and the district

court lacked jurisdiction. In the alterna-

. ‘tive, Robbins sought arbitration pursnant
to the license agreement. The district

court 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 1.5, Copyright Act, ie.,
statutory damages and attorney’s fees,

.. Robbins appealed to the U.S, Court of
: .Appeals for the Second Circuit, arguing
“that the arbitrator had exceedad his
o authority in applying the Copyright Act

in the arbitration proceeding.

. The Court of Appeals for the Second .
Circuit made it plain that the claim sent
"- to arbitration was for copyright infringe- .
ment. Tn “the circumstances of this case,.
the arbitrator had jurisdiction to make an

w award under the Copyright Act,” and

“the arbitration clause was broad enough
to encompass Copyright Act ¢laims
which required interpretation of the con-

- {ract.”3

The court of appeals held that public

‘policy does not prohibit the submission

o of copyright infringement claims to arbi-

e copyright claim concerns the monopoly

_gver, the court did not

tration. “The only 'public interest’ in a

lereated byl a valid cog’yright."ﬂ Ht:ﬂw—'
have to face that

" issue, because the validity of the copy-

" right was not at issue in the arbitration.

" (in facl, this jssue was decided by a is-

©triet court.) Without any such public poli- -

ty vonwernt Uhe court of appeals found ne
reason to prohibit the arbitration of copy

“right infringewent. Thus, Kemakezi left

n?an the question of whether the validity
of a copyright is arbitrable.
In Safurday Evening Post Co. v.

" Rumbleseat Préss, Ing.,™ the Court of

' Appeals for the Seventh Circuit held that

“an arbitrator may determine the validity

- of a copyright when the issue arises in a
" copyright liconse lawsuit, After the Jicens-

~ing agreament between the two parties

had expired, Post filed an action, chatg-

ing copyright infringement and seeking
“arbitration, Rumbieseat argued that
' Post's copvrights were invalid and

" opposed arbitration on the ground that

Congress’ decision to give federal courts
o exclusive jurisdiction pver copyright’

¥ actions in 28 1L.S.C. § 1338(a) implicitly

R F IRNIT TS -

- amount be £

——

precluded arbitration of disputes over thy

validity of a copyright,

The Court of Appeals for the Seventy, -

Circuit rejected this argument where
validity is at issue in a contract dispute,
noting that “a dispute over the terms of 3
copytight Heense is hot deemed to arise
under the Copyright Act” because it iy
“too remote from the federal grant (the
copyright). ™

The court stated that because the
arbitration of a dispute involving an eco-
nomic menopoly (re., antitrust) was not
vonsidered a threat to public policy by the
Supreme Court, the arbitration of a diy-
pute involving a considerably less dan-
gerous legal monopely (fe., copyright)
that could easily be crcumvented by the
creation of close substitutes presented
aven less of a threat to public policy.
Also, the public policy danger was fur-
ther lessened by the fact that the deci-
sions of arbitrators are hinding only on
the partics involved and have no value ag
a precedent. Finally, and of special inter-
est, the court noted that the danger of

monopely is “more acutely posed by

patents,” yet Congress had passed 35
LLS.C. § 294 expressly authorizing the

_arbitration of patent validity issues.

. More recently, in an action involving

Cmultiple claims of breach of contract and
" copyright infringement, the Court of

Appeals for the Fourth Circuit held that
the Federal Arbitration Act requires that
the non-arbitrable issue (according to the
arbitration agreement) of the royalty
ated from the arbitrable
issues (which included copyright
infringemeit, conspiracy to commit copy-
right infringement, fraud and RICO

‘claims), and that litigalion should be

stayed pending such arbilration.

Pablic policy is not likely to continue
as the primary concern in copyright
validity arbitration cascs. It is more likely
that future decisions vagarding the arbi-
trability of copyright vaiidity lssues will

. depend upon the manner in which the

cousis chopse to interpret the arbitration

clause,

Trademark lssues

In contrast Lo patent rights and copy-

" rights, rights in » trademark in the U.5

arise primarily under the common law as

* the resuli of appropriate use of the mark,

Such rights may be augmented by regis-
tratlon pursuant to the Federal
Trademark {(Lanham) Act of 1946, or by
registration pursiiant o ong or more state

" tradernark acts, or both.

s ra«,wm%é‘zﬁmﬁ‘-?"w
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Tt appears that trademark
;ssues are arbitrable, depend-
© ing upon how generously the
. eourts choose to interpret the
. arbitration agi¢oment and
. related statutes, Given the
- eourts’ current attitudes
toward arbitration, and
assuming a broad arbitration
" rlause i effect al the time of
. the dispute, trademark claims
. based on or issues arising out
-of a license agreement, rather
than - federal  trademark
statute, would likely be arbi-
trable—notwithstanding older
authority to the contrary. The
- same may be conctuded with
- respect to all issues arising in
~-a trademark dispute even
without ¢ pre-dispute arbitra-
tion provision.
One case in which arbitra- - :
;_3:’;: :;zit‘:i“";'gc?mﬁfﬂii fﬂ?;n ‘his case,  SUPjEC to an arbitration agreement. The  “Season’s Groetings’ looks
\;Vy.';tt Earp claimed trademark infringe—, court distinguished Wyatt Earp by noting ?K tfdme' Let's run it by the
*ment after the expiration of the license (% it contrast to Saucy Susan, the Wyatt 1602 SPATITENt.” .
" ‘agreement between the two partiehs. E‘"P' 1“:‘?‘5“}3 agreement containing the
Reflecting an inhospitable view toward arbitration 1“ lfmsg hz;dbexptf efi" iil;}d] thg
" arbitration, the district court interpreted act‘s cn:;npfam::h ur by 1;’ an&ti ,i‘_,'i‘
the arbitration clause to apply only 1o OCCurred a ter & expiration ate. The
court toek into consideration decisions of

“ecomtract disputes arising direatly out of .
: AT | : T oo, the 1S Court of Appeals for the Second
he lice recment -
- the Jicensing agrecment priar fo its expi Circuit favoring a more liberal construc-

- ration: . .
Whether ¢ defendant has tion of arbitration agreements, and on o
e Al i d’;“.“f‘;fm" - this basis, was not persuaded by the dis- (
- peted unfairly with the plaintiff pre- tinction between tort and contract law o

sents an 1ssue far transcending one  expounded in Wyat! Earp. Significantly,

. merely ‘arising out of or relating to" the. . 0 court notod that Saucy Susan did not
contract between the pariics, and it is IR i s
inconceivable that ther; lntet;dﬁ'd such 210U t_l.'{at Pu?h{' policy welghed against

a dispute to be settled by arbitration. " arbitrating claims of trademiark inftinge-

o REE ) ment and unfair comptition. At the same
50“90‘4‘-“*[1“!?'{ t.he court dEC:dEd thatf “time, the district court stated that “i does

© because the claim was a tort cause of  nob appear that an agreement ko arbitrate

< action rather than & contract dispute, it fum;t-:;p ;;iiapulés wgm.xld thwart Con-
- was nol covered under the arbitration pressional policy.” As a result, the dis-

agreement, o trict court decided that the trademark
Three years 1ate'r, the same district  jeunes were arbitrable undet fedoral law,
caurt {but a different judge) distinguished ' gybeequently, tn Homewood Industrics,

Wiatt Farp. In Seucy Susan Products N0 ppe v, Celdwell, a district court in Dlinois
v. Allied Old English, Ine,® the court ruled  ambraced the older view and decided that
that disputes invelving trademarks and  pademark infringement claims. were not
trade names were arbitrable. Allied had  prbitrable# Homewood sued Caldwell
commenced arbitration proceedings’ for trademark infringement, unfair com-
against Saucy Susan, I'remptly thereafier petition and patent infringement atter
Saucy Susan commenced an action inthe Homewaood had terminated a franchise
. district court against Allted for trademark agreement between the two parties, and
.. infringement and unfaiv competition.  Caldwell had continued to promote the
Allied moved to stay the districl court  prademarked and Pa_tented products,
action and to compel arbitration. Caldwell moved to cuompel arbitration
. The district court ruled that the trade- | pursuant to the laws of 1llinois under a
mark and unfair competition isstes were . provision in the franchise agreement.
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' AAA Rules and Procedures Far Handling

!ntellectual Pmpeny Cases

he use of al:amatm ﬂnpme rasoluhcrt (ADH) processes
' 'in resolving intellectual property disputes 1s increasing -
2 t_ar global manutacturing. and:mearketing

&g technology rapidly: advances and buslnassas strwa o
Advantages. . .
ADR methods have proven pm"fularly effective in the mm

-ple, fast-paced environment of hi ‘techndogy- entanalnmt
5 and information industies; Tk R
‘Parties to thess disputes look 10 the ndes and proeeduras
ﬂave!n d by the American Arbitration Association for the :-
adm!nlstmtinn of intellectuat Property disputas, including tha
" Patant Arbitration Rutes, thé Commercial Arbitrafion and - -
Mediation Rules, and the Supplemamaw Pror.sdures for La;ga, .
. Complex Disputes. : .
T - I addition to panallms with mtellucmal property Sxpeﬂisa
"o the AAA’s commercial panel, the selech, nationwide panel” Y
for the AAA's Large, Complex Case. Program (LCCP) has 48 - -

" arbitrators and mediators spec‘l‘alizmcg[ in the fleld ;:;f intellec- . - '
tual Their backgrounds and professiona expeﬂanoe U
We?r:g:'?yarm a8 patent and rademark litigation, trade - 7
"aacrst, copyright faw, compiex tachnology and contract issues'
--popyright and tradamark registration and licensing, foreign....
" patents, data rights, softwara protection, and trangfer of mtsl- .
" lectual property.rights. The panelists provida technical éxpertise ...
~in such areas as data communications, computer and com-,.. - ...
pmr peripherals, medioal devices and. lechriology, mmmrcun.-.;'-
- ahd microcomputer hardware. All LCCP panelists also parhci- o
~ pate In special training in the objectives, procedures, issues,
- ethics and skills invplved in managing a lmga eomplex arbi-

_fration or mediation, - _
dsputas ﬂled \mth the AM ln

There ware 13,192 husina
1984, with claims and counterclaims reaching $5.1 billion. This
includes 394 patent, ficensing, trademark and computer cases
with claims and counterclaims totalling $881.3 million. .

- Homewood opposed, contending that the
federal courts had original Jurﬁdictmn
vver federal trademark and patent issues,

Thus, 10 years before Section 294
became effective, the court held that
alaims for infringement of a federally reg-
istered trademark (as well as pﬂtent
rtlaims) were not arbitrable because the'
jurisdiction of the district courts over a-
cavse of acton arising under the federal’
trademark (and patent) laws was excla-

sive pursuant to 28 US.C. § 1338, The
Homewood court did recognice, however,
that under some cirgumstances arbitra--
tiott might be appropriate:

“However, should it develop from
future pleadings and/or pre-trial dis-
covory that the instant achon is in real-
ity an action on the Franchise
Agreement, this Court does not intend
that this ruling should be 2 bar to arbi-
tration if arbitration is appropriate, ™+

C % JULY 1895

In WL.S. Diversified Industries, Inc, v

- Barrier Contings Corporation,” an action for

breach of contract and trademark

- infringement, defendant moved to stay
“ proceadings in court pending arbitration.

The arbitration cause was broad:

“*Any dispute arising hereunder shall
 be settled by arbitration: . . . according
to the contmercial arbitration rules of

' - the American Avbitration Association

" and any award therein may be entered
in any court having jurisdiction.” *

- The district court found that the trade-
- -mark. infringement issue was within the
...seope of the broad arbitration agreement
- and granted defendant’s motion.

The foregoing authorities center on
the effect of an arbitration clause in a pre-

. dispute agreement and manifest the need

for care in dl’aﬂ:mg such clauses to effect
the parties’ intent. The issue not yet
definitively resolved is whether or not a

1 naked claim for trademark infringement
-under the Lanham Act is properly the

subject of binding arbitration, In light of

- the recent judicial trend, the answer is
likely to be in the aftirmative.

Faderal Antitrust and héurities Laws

The more recent decisions concerning,

‘the arbitrability of issucs under U.8,

antitrust laws and securities laws are Hke-

ly to weigh heavily in future decisions in
. favor of the arbitrability of inteljectual
. property issues. As with Intellectual
- property claims, United States courts
<onee generally held that claims arising

under the fedoral anbitrust, securities, and
RICO laws were not arbitrable for public
policy reasons:#? Recent Supreme Court
decisions, however, have rejected public
policy ar a justification for halding fedér
al antitrust, socurities, and RICO claims
nonarbitrable

Tn Scherk v, Alberto-Culver Co.,*3 the
Supreme Court upheld the arbitrability,
with respect to an international arbitra-
tion agreement, of claitns baged on allega-
tions of fraudulent representations as to
the status of trademarks, and arising
under Scction 10(b) of the Securities
Exchange Act of 1934, The court found
that public policy mandates this resuilt

“because without a “contractual provision
" specifying in advance the forum in which

disputes shail be litigated and the law to
be applied,” the “orderlingss and pre-
dictability essential to any international
‘business transaction” would be impossi-
ble {u achieve.# The dissent rejected arbi-

“tration for Section 10(b) on stetulory and
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ublic policy grounds, but interestingly,

grated that “Hilf & question of trademarks

. were the only one invelved, the principle:

" of The Bramen v. Zapafa Off-8hore Co. 47
{avoring forum selection), would be con-
srolting,” i.¢., arbitration would be
. aunWEd.'w :
: In Mitsubishi ® the Supreme Court
‘held that public policy did not preclnde
. arbitration of a dispute arising under the
United States antitrust laws, at least in the
" jnternational context. The Mifsubishi court
Jdid not address the arbitrability, in the
0.5, of domestic antitrust claims. This
left at least three public policy-based

1 jssues unresolved: (1) whether the avail-

“ability of treble damages in domestic
- aptitrust actions would preclude arbitra-
Viipn: (2} whether upholding pre-dispute.

' agrements to asbitrate domestic disputes -
-would violate public policy; and (3)

“whether “the petvasive public interest in
enforcement of the antitrust Jaws,” and
previously uniformly followed by the
Caurts of Appeals, would continue to
preclude arhitration of domestic antibrust

claims in general. Bach of these questions -

has heen addressed by ULS. courts, :
» Treble Damages. In Mitsubiclhi, the

. Suprerne Court ruled that, even with the.

availability of treble damages, interna-
tional antitrust claims were arbitrable.

' The court emphasized the compensatory:

-function of treble damages in antitrust
cases over the penalizing and deterrent
“function of such damages. The court con-

rlnded thal “so long as the prospective.

litigant effectively may vindicate its statu-

tory cause of action in the avbitral forum, . .
- the statute will continue to serve buth its

‘rernedial and deterrent funetion™

In later decisions, the Suprems Court
and outhor courts have extended the rea-
soning of Mitsubishi to the domestic con-

" text. In McMahon, the Supreme Court

addressed the arbitrability of a RICO
~ elaim, in light of the treble damages avail-
-able under RICQ. The court found noih-
ing in the RICO statute or legislative his-

tury excluding RICO claims from the

Fedeoral Arbiiration Act. The court
Citvoked Mifsubishi and rejected the. con-:

- tention that puhlic policy precinded arbi-
- trating RICO claims. The court noted that -

- the RICO treble damages provisions were
. modeled on the antifrust statutes and saw
ne reason to preciude an arbitrator from

awarding treble damages, or to allow the |
treble damages provision of RICC to pre-

. clude arbitration of RICO clatms.
Treble damages appear to be arbitra-
. ble in domestic antitrast arbitcations as

well. In Kerr-McGee Refiming Corp. v. M/T

Trivmph, 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

antitrust violation. Indead the court went-
- further and stated that in an appropriate . -

case arbitrators could enhance their

‘award by punitive damages.

e Pre-dispute Agreements to Arbitrate. - i

trate antitrust issues,

Prior to Mitsubishi, U.S, courts had . .
- enforced post-dispute agreements to arbi-
he courts analo-

- gized these agreements io settlement - -

agreements, finding they did awot violate, .

public policy

. On the contrary, prior-to.-

Mitsubishi, United States courts had often -

refused. to enforce pre-dispute agree-

ments to arbitrate on the ground that they

violated public policy,%

“The Mifsubishi Court, in the context of - '

that iaternational antitrust claim,
enforced a pre-dispute agreement fn arbi-

trate, finding that it did not violate nublic

policy. This left the question of whether o

‘domestic antitrust claims could be arbi-
trated under pre-dispute agreements to

athitrate.: : .

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

undey predispute agreements, Thus, the

*-Supreme Court has upheld the validity of
(SR

pre-dispute agreements to arbitrate
claims, securities claims, and Age Dis-

crimination Employment Aet {ADEA}- .-~
claims, Appellate eourts have upheld = -

such agreements involving Employee
Retirement Income Security Act (ERISA)

claims. ™ :

cluded arbitration of domestic antitrust
isvues. Since Mitsubishi, in 1985, both dis-
trict and appellate courts in the US, have

squestioned the continued applicability of
the American Safely docirine with respect -

to the arbitrability of demestic antitrust

‘disputes,

The courts in GKG Caribe, Inc, v.
Nokin-Mobira, Inc.® and Gemco Latino-

amprica, bic. v. Seiko Time Corp.,% rejected
“the Americin Sefety doctrine and allowed

the arbitration of domestic antitrust
issues after reviewing the Supreme
Court’s decisions in Mitsubishi and
MeMahon. The GKG Caribe court stated
that the Supreme Court “if confronted
squarely with the issue of its [the

_American Safety doctrine’s] continued

applicability, would most certaintly dis-

. card said doctrine,”s The Gemon opinion

15 to the same effect.
 Dicte of U.S. couris of appeals are in

‘accord. In Kowalski v. Chicago Tribune

- @ The Publkic interest. In 1968, the .
Second Circutt in American Safety™ pre-

E—
Future arbitration
decisions regarding
the arbitrability of
copyright validity
izsues will depend
upon the manner in
whith the courts
choose to interpret
the arbitration
clause,
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The issue not yet
definitively resolvad
is whether or not a
naked claim for
trademark
infringement under
the Lanham Actis
properly the subject

Co.,% the Court of Appeals for the
Seventh Circuit stated that "it seems
unlikely after McMahon that the principle
of Mitsubishi can be confined to interna-
tiopal tramsactions.® The Courlt of
Appeals for the Highth Circuit has stated
that Mitsubishi and MeMaehon “may indi-
cate” that antitrust claims can be made
the subjert of arbitration betweah agree-
ing parties.® The dissent was more out-
spoken, stating that McMahon and

are mEa.bi-jeCt ;0 arbitration.®
ich of these olgm.l ions acknowled,
the arbitrability of pre-dispute agrg?.

ments o arbitrate, rendering public poj,

cy grounds for precluding arbitration of
domestic antitrust issues moribupg
Accordingly, il is likely that in the fypyre
rourts in the U.S. will find domesti,

Page 10/10
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Mitsubishi, buttressed by Gilmers “die. ""“I
tate” that the antitrust claims of appeljpg, *

antitrust claims arbitrable. .

of binding
arbitration,

R
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924 F.2d 467, 470 (2nd Cir. 1991,

“ Bur example, Cobb v. Lewis, 488 B.2d 41
{5th Cir. 1974)("as a meners] matter, antitraste
claims are not appropriale subjects of arbitra-
Ho.lexcept] ‘when the agresment to arbi-
trute i made effer the dispute arises: “F 339
I, Supp 99,

33 Pritzker v. Merritt Lynch, Pierce, Fenner &
Swrith, 7 F.ad 1UH), 1111-1Z (izd Cir. 1993);
Rird v. Shearnue LehmanfAmerican Exp., Inc.,
F26 F.2d 116, 121 Cuel Cir, 1991).

 Sypr, note 43.

=725 FSupp. 109, 110-113 (IR, 198%),
fa 41 F.Supp. 872, W79 (SDLNY. 1987

» Supra, note 55, 88 111

% ¥4 [.2d 168, 173 (7th Cir. 1959,

3 Buwerison s dee Crem Co. o, Corsadr Corp,, 342
T.2d 1307, 1330 (Bth Cir. 1991),

M Suepre, nete 18,

™ Sppra, note 59, at 1311,
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* Drafting for Confidentiality,
Arbltrabﬂlty, and Enforceability
in Intellectual Property Agreements

by David W, Plant

“ADR" refers to alternative dispute resolution; “IF” to intellectual property;

. “AAA," to'the American Arbitration Association; “ICC,” to the International
.‘Chamber of Commerce; “WIPO,” to the World Intellectual Property Organi-

zation; “CPR,” to the Center for Public Resources (“CPR") Institute for Dis-

.spute Resolution; and “The New York Convention:of 1958,” to the Convention

- on the Recognition:and.Enforcement of Foreign Arbitral Awards, June 10,
: 1958 21 US.T. 2517 TIA S No 699? 330UNTS 38

Y- lntroduchorl

-1. Alternatives to conventional litigation can be advantageous in protecting

) confidential information, Various techniqu2s, when used under the proper

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

_ that is effective in resolvmg the underlymg dispute may not necessarily

o provrde long-term protection of confidential information, and thus in this
| respect may not prove advantageous over htzgat:on

" Davrd W. Plant isa partner in the New York Cxty law fu-m of F:sh & Neave He is a member of
" the International Trade Commrssmn Tnal Lawyers Assoc:ahon 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.

-51
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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
arbitrability and enforceability are not ensured, mvestments of resources
in arbltratlon may yield- dxsappomtmg results. S ~

Conﬁdennahty

:Confxdentxal mformanon may mciude substantlve mformatxon 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 dispute was re-

soIved

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

bl Understanding those variations will:go a long way in helping business

people and thelr counsel select and 1mplement an appropnate process

: Ad]ud:catwe Altematwes to Lrtrgahon In ad]udxcatlve alternatives to formal

- litigation, e.g., arbitration, -proceedings through filing of a final arbitral

award may be confidential. This protects the parties vis-a-vis the general
public, but it does not inherently protect one party’s confidential informa-
tion from disclosure to another party to the proceeding. On this score, a

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

- qrderrfro_m a court iq an ancill_ary proceeding will be necessary. .

- a Whether such an order : may be issued by an arbitral tribunal is not a

"certamty The parties must be fully aware not only of the institutional
~rules under which they are arbxtratmg, but also of the arbitral law gov-
-erning the proceedmg For example, for mst:tutmnal rules:”

i. Article 52 of the WIPO Arbitration Rules prov1des for a relat:vely
elaborate procedure for protecting confidential information, including
“in exceptlonal circunistances the appointment of a “confidentiality ad-
visor” Also, Articles 73-76 provu:!e for the confldentlai treatment of all

aspects of an arb1trat10n

f/&-‘\':
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ii. Rule 17 of the CPR Rules For Non-Administered Arbitration of Pat-

“ent and Trade Secret Disputes contains detailed 'prcvisions regarding
confidentiality, mcludmg authonzlng the tnbunal to 1ssue an appropri-

ate order (Rule 17.6).

- iii. Rule 33 of the AAA Patent Arbitration Rules provxdes only in terse

* " terms for the issuance by the arb:trator of an order to protect confiden-

*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 subject matter of the arb:tratzon

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

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

-In addition, regardless of the provisions- of the applicable rulés, the |
cultural or experiential background of the arbitral tribunal may play a

decisive role in resolving the question of how far the tribunal will go in

. endorsing a protective order. This is espec:ally true in multl-natlonal
.and mulh—cultural arbitration,

_ Importantly, post-arbitral proceedings often leave otherwise protected
~information vulnerable as far as public scrutiny is concerned.

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

-loser it is necessary to go to court to seek a judgment on the award. In .
doing 5o, the record of the arbitral proceeding, especially the 2--<rd

- vitself and often the entire record, may not be under seal.

- ii. Specific steps must be taken to seek protection from the court in
which enforcement (or vacatur) is sought. This is not always available.

. ‘Of special interest with respect to patents is section 294(d) and (e) of
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 w1th a desu'e to maintain

confidentiality.
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e. Also of interest is 35 U.S.C. §294(c). That section provides, subject to
_ agreement by the parties, for modification of an arbitral award of - -*
_ent validity, enforceability or infringement in the event of a subsequent
judgment of xnvalxdlty 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 parties thought
was secure in the original arbxtratlon

3 Also of concern is the prospect of a third party’s relymg on an easlier
~award in an arbitration of a United States patent for its estoppel effect
under Blonder-Tongue Laboratories v. University of Illinois Foundation, 402

U.S. 313 1971)

= a.'-_Addxtlonally, a party to the earlier arbitration may rer on an arbitral
. award for its res judicata effect in later litigation.

-b. Here, also, you must ask to what extent the earlier arbltratlon record
~and arbxtral award are entltled to protecnon -

T
! %

4. -Non-Ad,rudzcatwe Altematwes Wzth non-ad]udxcatwe alternatives to litiga-
tion, the parties have far more control over their problem, its solution,
and how the procedure of solving their problem will be formulated. Criti-

- cally important is the fact that no public tribunal need play a role in craft-

. ing the solution. The solution is customarily in the form of a private agree-
ment between or among the parties. Usually, it needs no court
- endorsement (although in the event-of a breach, intervention by a court

_may be required). An. exception is, of course, a dispute embracing anti-
trust or other public interest issues that may require court review. But this
does not mean that all confidential information of one party or another
that might have been of record in a litigation need be reviewed by the

.. .court or otherwise made available to the public in connection with judicial
~ consideration of a settlement agreement.

a. Normally, i in non-adjudicative 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 with respect to
‘'specific issues. . (
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b Thus, non—ad]udlcatwe proceedmgs are much less likely to be the sub-
ject of public scrutiny, and are less likely to put ‘confidential mforma-

- tion on the table.
- 5 Cohsi'der,--s'omei,s'pe'cific_ situé_tio_hs.

a Conventwnal Mediation. ‘Customarily, all communications between the

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

.. diation. This includes information shared in joint caucuses and trans-
_.nutted to the neutral in private caucuses.

i. Ordinarily, the mediator and the parties expressly agree at the outset

of the mediation that all communications will be confidential, unless

expressly agreed otherwise. Also, various organizations’ mediation

“ " rules provide for confxdent:ahty (E.g., Articles 14-17 of the WIPO Me-

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

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

Mediation Rules, and Artxcle 11 of the ICC Rules of Optxonal ancxha-
tion.)

ii. The normal aspects of the mediation process go a long way toward
insulating a party’s confidential information from disclosure to third

. parties. However, it may not go all the way. If mediation results in a
resolution of a dispute, the resolution and the factors that led up to it
may be the subject of legitimate discovery in ensuing litigation. But the
fact that this non-adjudicative process occurred is not in and of itself
likely to permit a third party to penetrate the immunity that would
otherwise protect a party’s confidential information.

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

c Suhimary Jury Trials.  In sumfﬁary_ ju_r.y:,'t'rials, the prbblem of confiden-
tiality is more complex because of the presence of the jury and the
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_ courtroom staff. Thus, this ADR technique cannot be easily viewed as
- consistent with the protection of confidential information. -

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

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

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

. Ex Parte Adjudication of Trade Secret Mlsappropnatxon and Patent Dis-
. putes is based on this predicate. . S

6 Interested Nan-Parttes Often overlooked is the fact that many non-partxes
_ may have a legmmate interest in the existence of the dispute and its out-
' come, ‘whether ad]udxcatxve or non-ad]udxcatlve

a. Non-’p’arties that may have a le'giti'mate interest in the exis_tghcé of the
dispute are:

| i.___'Pgrént corporations, su_bgidiéries and divisions; _'
i Principal investors a_nd potential investors;
" iii. Indemnitors and insurers;
iv.. Vendors and customers; |
V. Partners;-'
Qi. Lice 1sors and licér_\soes;
| vn P_ot‘e.ntialk infringers; |
| vm Gove_mineot :egulat_or:yf'an& taxing'ogencies;_ .
i 1x Creditors:_; and | “ |
‘x. Parties to similar'di_sput_eé. o

b. It is not difficult to envision one or more of those non-parties applying
R ‘-to a court for access to an arbxtratxon award the underlymg arbitration

:’/—m\.
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1.
“" “vantages. But arbitration is valuable only to the extent that the agreement
 to arbitrate can be unplemented and the resulting award can be enforced.

record, or a settlement agreement resulting from a non-adjudicative
" ADR process. If the court grants the apphcatlon, conﬁdenhahty may be

compromxsed

- 'C Arbxtrabxhty and Enforceabnhty in Arbxtratxon

In disputes concerning international commerce, arbitration has many ad-

A very unportant question in international commercial arbitration is

' :whether an arbltral award will be enforced in all relevant countries, in-

‘cluding the site of the arbitration and countries other than the country

" whose legal system govemed the proceedmgs and the resolunon of sub-
stantial issues. -

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

with respect to the arbitrability of mtellectual property disputes—a partlc-
ularly difficult problern S |

| a. . The New York Conventlon establishes a unified legal framework for the

fair and efficient settlement of dxsputes arising in international com-
mercial relations. More than 100 countries are parties to the Conven-
tion, including most important socialist and capitalist trading nations
and an increasing number of developing countries.

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

. national arbitration:

i. The enforcement of arbitration agreements and the 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

o Convention, Article I(1). However, under Article V of the Convention,

an appropriate court of a member country may deny recogmtlon and
i enforcement of a forelgn atbttral award.

it. Artlcle 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 ais-

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.

l i It has been argued that an arbitral award that cannot be enforced

_because of violation of public policy is also a matter that is not capable

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

. - Chrysler-PIymouth Inc., 723 E2d 155, 164 (1st Cir. 1983), revd in part, 573
- U.S. 614 (1985). When the challenge is to the enforceability of the
" award, the public policy ground.is asserted after the arbitral award has

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

and Public Policy Checks on U.S. and Foreign Arbitration: Arbitration Out of

‘__Control? 65 Tul. L. Rev. 1661 (1991).

. Article V(2) is relevant to intellectual property disputes because signifi-
* cant intellectual property rights are granted, sometimes after examina-

tion, by public authorities. Even in countries where there is no exami-
nation, such rights are nevertheless granted by a public authority.

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

* public from unauthorized use of the property, the mtellectual property
“is mamfest!y imbued with the pubhc mterest -

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 regxstered with a governmental agency of the

R 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 authorities are concerned.

3, Righ't's in Variois Countries, New York convention countries have applied
Article V(2). to intellectual property rights such as ownership, vahdnty,
. infringement, and licensing with various resuits. :

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

,/ -,
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member countries. Ordinarily, these rights do not arise out of public

reglstratmn or examination.

i.- These disputes are usually private in nature, ar:smg from breach of

. _ contract or breach of a duty of conﬁdentlahty between private parties.

e .u HoweVel': ,_f m;unctwe rehef is sought in a trade secret action, as is

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

situation, parties to the dispute must be informed as to the propriety of

' an arbitration tribunal awarding that relief—both in the country of the

arbitration and in countries where a party may wish to enforce the
award.

' Licensing. Generally, disputes affecting licensing or other contract rights
" in which only damages are claimed may be referred to arbltratxon Con-
tractual disputes between partxes 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.

. i. Alicensing dispute to which a government is a party requires special

consideration. Concern for the public interest may be heightened when
a government is on one side of a dispute.

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

- .-the public interest (as in the trade secret s:tuatlon) may affect both

' arbitrablhty and enforceab:.hty

'Ownersth When an intellectual property right is granted by or regis-

tered with a public authority, questions concerning ownership of that
right may embrace public interest issues. Thus, the arbitrability of
questions concerning ownership of an intellectual property right has
been treated differently in different countries. When the intellectual
property right at issue is not registered with a public authority, the
issue of ownership may be arbitrable if it is not otherwise affected with
the public interest.
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d. Scope and Infringement of Patents and Trademarks: Questions concerning
scope and infringeme..i of intellectual property rights such as patents
“and trademarks often include matters extending beyond the private
interests ‘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
* authority are arbitrable if the public interest or public: pohcy does not
E mandate otherwxse :

e. Validity and Enforceability of Patents and Trademarks. Questions regarding

 the validity or enforceability of an intellectual property right such as a

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

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

" or unenforceable, the pertinent official register reflects that decision to
prov:de notxce to the mterested segment of the public.

4 Suggested Contract Language. In countries where the arbxtrabxhty of’ mtellec»
 “tual property issues is limited, not favored or otherwise in_doubt, the
" prospects of enforcing an award that in fact determines only private, com-
- mercial rights between the parties, notwithstanding an underlying intel-
" lectual property dispute, may be enhanced if no purported determination
~“of any potentially non-arbitrable issue is made by the arbitrator. Accord-
ingly, the contract language appended to this outline may increase the
~ likelihood of enforcing arbitral awards relating to intellectual property
' rlghts :

D. Conclusion

L 'Wxth roreught and care, you can adopt an appropnate ADR procedure

that will not only achieve the primary goal of expeditious and fair resolu-
tion of a dispute, but also prowde reasonable assurances of protectmg
confidential information, SRS :

2. ‘What that procedure should be poses an mterestmg challenge that de-
- serves your full attention.- o

a/“—\-\'-\.
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APPENDIX
Model Intellectual Property stpute Resoluhon Clause

1 "I‘h;s dispute is a private commercial dispute between the parties and
affects mtemanonal commerce, [Pre d:spute clause Any dlspute arising
- hereunder is likely to be a prxvate commerczal d:spute between the parties

" and to affect international commerce.]

..~ 2, The parties agree that this dispute and all aspects of this. (dispute shall
. . be resolved by bmdmg arb:tratlon aolely for the rights of the partles with

. respect to. one. another.

3. If the determination of this dispute necessitates the Arbitrator’s consid-
eration of any issue relevant to the validity, enforceability, or infringement
of any [IP right] of any party with respect to another party, the Arbitrator
shall have the authority to consider all such issues and to express a view
on all such issues. The parties expressly agree that the Arbitrator shall not
have authority to declare any such [IP right] valid or not valid, enforce-
able, or not enforceable or infringed or not infringed, provided, however,

" that the Arbitrator may express a non-binding view for the parties on

whether in the Arbitrator's view a court or other government agency of
competent jurisdiction would uphold the validity, enforceability or in-

_ fringement of any such {IP right]. The Arbitrator shall specify [may state)
‘the Arbitrator’s reasons underlying that view. However, neither the view

of nor the statement of reasons by the Arbitrator shall be regarded by any
party or any other entity as a declaration of validity or invalidity, enforce-
ability or unenforceability, or infringement or non-infringement of any

such [IP right].

4. The Arbitrator's award;:

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

b. Shali be final, binding and effective only between or among the
parties;

¢. Shall not be appealable by any party; and

d. Shall not be regarded or asserted by any party as havmg 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’ determmes to be appropriate under the’ cu'cumstances, and each
party against whom any such judgment may | be entered hereby agrees to and
 shall make itself subject to the ]unsdlctlon of any court in Wthh that judg-

ment is entered

6. The partles agree to mcorporate the terms of the award'into [an’ underlymg
' 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

T
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L ... INTRODUCTION

ARBITRATION AND INTELLECTUAL PROPERTY DISPUTES
' David W, Plant

Fish & Neave -
1vew York, New York

~ June 1996

Arbitration is an adjudicativc_Pl.'.Ochs ___fqr rcs_olving_ diqutcs_. In lieuofa

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

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

similar venue, and render a decision, viz. the awa__rc__l._ ‘

B Arbitration may be binding or r__non-binding_. _Nonf_bin_di_x_xg arbitration, while
adjudicative insof_'ar_a_s_ the specific arbitration proceeding is concerned, may be part of a
lqggr nonfadjudicatiyg_ process. ‘.@bitrat_ion u__s_ual_ly_ is the result of an agreement between
the parties, but it may also stem from an initiative by a court. (Courts usually order only
non-binding arbitration.) Arbitration may be administered By an institution and subject to
the inéﬁmﬁon’s rules, or lt may be administcred by the parties themselves subject to rules
the parties create, or it may reflect elements of both. Even in institutionally administered
arbitrati_qns, itis pog.unusual_ for the parties and the arbitrator to agree to depart from __the'
ad@x__:i_s_@;iye institution’s publj_shed‘r_q_les.

.‘ An arbii_r.ato,r’s decision is embodied in an award. If a party is.concerned
aboug _t_:ol_lg_tc_ral _¢sltqppel. e_ﬁ'ggts qf a binding arbitral _ayirard 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

© David W. Plant 1996
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- States suggests that a reasoned a\}varq'.‘_t'xrla-y be t_n__ofe susceptiblé to modification or
vacation by a court than a bare "win’-l_oSg" award |
Because arbitration is usuélly‘ the product of ar. agreement between the
parties (especially, binding arbitration), the parties can set the boui;se of the pébééchgé,
agree upon governing law and applicable rﬁles, specify issues, 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 'théir'impli'ca'tidrié'is; tiéé"e;s:s'aiy to the .e"fﬁc.i'ent.,
| expeditious and equitable use of arbitration. o
" The right to appeal a binding arbitration award is severely limited by

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

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

may ‘pérform a more typlcal role in ascertaining whether an arbltrator s f'mdmgs 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 proceedings forward, even-handed, and

dedicated to efficiency and faimess. Arbitration has sometimes ‘receivéd: baa préés

in many cases). But a'.more"se'vere“drawback may be an n 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 aud severe
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consequence). Fortunately, this result is not at all inevitable or even likely if the
wbistor s selected withcare, _ |

| ] Arbii;atio_n :has p_rpvggl to l__)g_ practicable, and efficiently and effectively so,
in i‘esolyi_x_;g intellectual property disputes. ,._If_has been u_tilj__z_ed in lieu of litigation world- |
\yid_c, and in the ._Up_itc_d Sﬁtes, in lieu of Patent Office adjudication. It can continue to
wqu;,_ especially if counsel and clients ‘rec_ognize, that arbitration not only can be, but .

should be, tailored to fit their specific needs,

II.  WHENIS ARBITRATION APPROPRIATE?
- Arbitration of intellectual property disputes is appropriate ungfer 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 or may

not be available, and if available, judgments they render may not be enforceableasa .

‘practical matter.




Tt is worthy of note that the World Intellectual 'Prdﬁéﬁyﬁ().rganizﬁtion's' -
Arbitration and Mediation Centfe in Geneva is currently circulating for commentdraft "
rules intended to provide for immediate (i.e. “24 Hour") interim relief in binding
 arbitration of 'intélléctual. property disputes. Other arbitration institutions are also
conisidering this issue. 1t s likely that the WIPO rules will be in place in 1997, What is
not clear is whether or not the& will be utilized, and if so, whether or not .they prbve tobe
practicable. Clients and counsel should keep' an éye .dn devélopments on .tlﬁ:s”frbnt and )
~ give thorough consideration to utilizing the WIPO immediate interim relief procedure in
situations where it may be efficacious. Even while pro_mulgaﬁon of the WIPO fﬁlés is |
‘pending, clients and counsel can use the proposed rules as a ﬁddéi for ﬂieifown
‘agreement providing for immediate inte"ri"m'ré!i'ef.. h
" In binding arbitration of international infélléétual pr0perty dis'p:ﬁtes.u -
attention must be paid to whether or not the subject ma&er t§ be arbi&étéd 1s indée:d:
arbifrable;‘and to whether or not an arbitral award with .respect to that éﬁbject matter will
be enforceable in relevant jurisdictions. In the United 'Stéftjl:s, Stﬁtﬁtory authén'ty permiﬂs |
binding arbitration of virtually all issues relating to United States patents (35 US.C.
§ 294; also, § 13"_5(d)). There are ‘éiée{bt’i‘dns,' but théy:éxié' rafé --.al'thbl.x.gh the parties
ﬂlemselves may agree to exclude certain issues from the Binding arbitration. iu&_iéial
opinion in the United States has assured that all other intellectual pfbperty 'issﬁés (eg
trade mark, copyright, trade secret) are also the prop.er subject of binding arbitraﬁéh. B

However, such overall authorization of binding arbitration of all intellectual property
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'. issues is plainly not a universal phenomenon. Accordingly, clients and counsel must be
 fully informed as to the law and the public policy in relevant jurisdictions regarding

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

. Thus, absent compelling commercial circumstances (e.g. the need for
immediate injunctive reliet) or legal barriers (e.g. patent validity is not arbitrable ina |
relevant jurisdiction), arbitration is abundantly appropriate in connection with intellectual
property disputes. Among its virtues, is the ability of the parties to select the arbitral
tribunal, the arbitral rules under which they will proceed, the schedule on which they will
proceed, the venue for the proceedings, the issues to be arbitrated, the powerand
auﬂxg;@ty of the arbitrator and post-arbitration procedures. ... =
| - Also, the New York Convention (The.Convention'on’-the-Recognition.and '

Enforcement of Foreign Arbitral Awards, June 10,1958, 21 U.S.T. 2517, T.LAS. No. ~
6997, 330 U.N.T.S. 38) establishes a unified legal framework for the fair and efficient
#e__ttle_mg__x;t of disputes arising in international commercial relations. 'Appro_ximately- 120
countries are signatories to the New York Convention. The Convention providesa -
“vehicle for enforci.ig binding arbitral awards that court judgments.do not enjoy.
Acco_rdjngly,_ it is attractive for nationals of signatory countries to arbitrate rather than
litigate intcmgﬁqnal..,cqmm_ercial'-‘disputes,. because (assuming arbitrability and
enforceability in the reigvant_juﬂSdicﬁons)- 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, gspeéialiy' in international
" transactions. And arbitration after a dispute arises, if properly designed and conducted, is

~ often a salutary way to resolve differences. -

III. .~ SOME CONSIDERATIONS WITH RESPECT TO_ARBITRAT{ON CLAUSES"
| Arbitration cl&use’s in international commercial contracts, or in domestic
contracts, relating to intellectual property matters are typically-among the last to be
consider ed, negotiated and agreed upon. Accordingly, such clauses often sisffer 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 séttl_ing on an arbitration clause thét\effectively.leéd's to resolution of the
potential dispute with a minimum of ancillary procéedings 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.';-di;@piiie
arbitration clauses in agreements with respect to which dispute resolution is atertxary o
concem. In post-dispute situations, the primary object of the agreement is to fashiona :
workable dispute rcsoiuﬁon-mechanism.'"HOWever, because the emotional envi:l;éhrnén:t o
may be super charged as result of the dispute having matired, negotiating a post-dispute i

clause carries difficulties of its own. ' | (




In any event, clients and counsel should .héve 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 ponnecﬁ_on with binding

 arbitration.

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

i;npqrtapt consi_d:ra_tions; because in pre-dispute clauses there is a tendency touse a . -
boiler plate clause that leaves to specified institutional rules the entire burden of shaping
thepr ocedure--from commencement of the arbitration through final award. This may be
entirely _sa_ti_sfaqtq_xy_ id.son;e_ circumstances, but clients and counsel should be_ thoroughly
familiar Wlth the rules in_vok_qd and thoroughly aware of what they are agregingto. -

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

| Should it be ad hoc? Should it be a hybrid? : For the less sophisticated users,

” l:adx_nm‘;s___te_rgc_l:_ arbltratmn_s probably serve useful functions. For the more sophlsticated-
users, it may be more appropriate for clients and counsel to fashion their own procedure,
rules?,schedule.s‘_ and the like.

_ Third, what issues are to be resolved by the arbitral tribunal? Itis: .~
especially lmportant to understand whether the arbitral clause is confined to contract -
issue_:s r_elatipg only to'l__:_l_-_each of the contract in__ issue, or whether the clause is framediso :
as to embrace all issues arising out of any t_réns_action related to the contract -- including
tort causes of action. It may also be salutary to give thought to whether the dispute caﬁ

~ be resolved by arbitrating fewer .thén all possible issues, thus focussing on a specified,

7




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

" Fourth, how many-arbitrators should there be and who should they be? A
seasoned, dedicated, even-handed, available tribunal is critical to the success of the |
process. Thus, 'éliexits and counsel should consider assuming full control of the selection
of arbitrators, leaving to an institution or other entity the"pbv#er to select only in the event
- of intractable disagreement between the parties. Indeed, as the author’s own expeﬁéné’é
confirms, selection of the arbitrators can be the subject of a separate médiatioﬁ'prdcbss
where necessary (e.g. two party appointed arbiﬁ'ators can mediate with clients and
counsel the selection of the chair). ‘On this score, it is important to an’ticipgité the
difficulties posed by multiple party arbitration and the appointment of parly appointed
arbitrators. The parties should agree as to the aligxifnent'o’f groups of péfﬁés for purposes
of selecting party-appointed arbitrators, or if agreement is not possible, leave appdiﬁ&t;ént
of all arbitrators to an arbitral institution. |

Fifth, are party appointed arbitrators to be neutral and 'indepehdeht':? o

intematiOnal commeicial 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, ihdeed"Exp'ected,.' fora
party appointed mbiﬁtor to act as an advocate for the appointing party. Thus, clie'nts: '
and counsel must be very clear on the ground rules that will govern cdnduct.'éif party B
appointed arbitrators: This begins with the selection process and continues through
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+ rendering of the final award.  For example, candidates for appointment by a party must be

. very circumspect in pre-appointment interviews. And after appointment, the arbitrator

and all others concerned must be very clear on the party appointed arbitrators rights and
obligations vis-a-vis the appointing party,

- -~ Sixth, where is the arbitration to be held-? A country whose laws and: -
PI actices are hospitable to arbitr.ation should be selected as the situs. ‘Cultural -~ .
considerations may dictate situating the arbitration in a country :diﬁ'erent-ﬁ'bm any .
country-of which a party is a-national. This may pose nice issues:'with-resl?ect to multi-

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

convenience for the parties, witnesses-and arbitrators:(and sometimes, co'u1_1"s'e1).f~":I'he law

of the situs is not to be overlooked. If the arbitration clause or agreement is silent as to -'

governing arbitral law, the law of the situs will usually control.

Seventh, what will the schedule be, and may it be modified? There should
be a schedule. If there is none, the arbitration may unexpectedly extend far into the
future. . Sqm,q_. arbitral institutions and some institutional rules specify the Schedule;- ga
Qﬁ!ﬁzrs,ar.e silent. Typically, it is up to the parties '.-a;—afbitration is a creaiu: « of agreement
-- and the parties can fix:and can modify the schedule. Not only the parties but also the -
arbitral tribunal should agree to the schedule. An open-ended approach, especially -
without written coMMent from the tribunal, may lead to interminable proceedings,

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




- Eighth, what*infbnnationiw-‘ill be exchanged before the evidentiary hearing?
United States coﬁnsel are accustomed to extensive discovery. Counsel in other countries
~are not. . The parties and their counsel should understand fullv what will occur on this
score, and what the COhséQuences will be of failure-to-'ptovide information called for.
One consequence may be that the 3ar5iu‘al':uibunal~-will;dra‘WinferenCes-édverse to a party
that fails to produce such information. Also, the clients and counsel should understand
that the applicable ar'bitra_l Iaw, the composition of the tribunal and the customs of the -

. jurisdictions in which counsel normally practice all may lend a specific and special =~

character to arbitral proceedings: -That is, the same arbitration under the same- arbitral -

- rules may be entirely different procedurally, depending on the composition :éf the tribunal
and the backgrounds of counsel.  For example; a tribnnal with-Swiss national as chair -
may be far less generous in permitting pre-hearing discovery than a tribunal withan
American chair. 7

.-~ Ninth, what will happen at the evidentiary hearing? Clients and counsel
should understand that in some proceedings direct testimony is taken only on Wwritten =
statement, followed -vy cross-examination by counsel, or followed only by inquisuion by
the tribunal. They should understand also how much time will be allocated to the =
éviden_tiary. hearing, and also whether pre-hearing briefs, post-hearing briefs or oral - v
argument will be pem:i-tted-._ .

| Tenth; what about confidentiality? The prevailing view seems to be that -

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

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

character of p_rop;i_ét_a;y information that one party may disclose to another. - A tribunal

~ may refuse to order disclosure of one party’s confidential _infonnaﬁon. to anoﬂlei' party.’

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

is entirely likely that the award will be a matter of public record. . (Under 35 U.S.C. - -
§ 294(d) and (e), an award in an arbitration under Section 294 is not enforceable until it is

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

non-parties? LNor‘x-party licensees, competitors, vendors, customers and future litigants' o

may have a legitimate interest in learning the outcome of the arbitration. S_.6_.may
government agencies (e.g. antitrust authorities, tax authorities, other regulatory

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

short, clients and counsel can take steps to insure protection of confidential information -

| bétw_een the pa_rties, .but they should not count on the award or the record of the

proceeding remaining out of the public’s reach. -

| | E.leygnth,_ what remedies will be available? Those who have followed -
reported judicial opinions in the Un_i_t_ed States will know that there is a vigorous debate in
some of the 50 states as to wh;-t__her an arbitral tribunal has powe:" to award punitive
damages_. This question arises in other jurisdictions also. But what are punitive . ...~
damages? In the United States, simply because damages may be increased (typically, up

to three times), it does not follow that the increased damages are punitive. The United
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States Supreme Court has emphasized the compensating function of increased damages in

aﬂﬁtrust matters, over their punitive and déte&ént'ﬁincﬁdn." Also, depending on the

United States inteliectual property right in question, enhanced damages may or may ot
‘be regarded as punitive (e.g. increased damages under the patent act are punitive; |
' increased damages are awarded in trademark cases under the Lanham Act only if not |
| punitive; enhanced statutory damages in copyright infringement actions éinbédy both
‘components). In addiﬁon, clierits and counsel must be alert to the forms of relief that |
-.may or may tiot be available under specific rules or specific govemmg law. Monetary
damages may have to be awarded in a 's'pc'c'iﬁc‘cuﬁ'ency.' 'On'l'y. limited forms of eéﬁitaﬁlé
relief (e.g. permanent injunctions, specific performance) may Bé"a\iailébié. :::

 Twelfth, what form should the award take? In the United States, many

binding arbitration awards have been naked win-lose aivér‘di \;vithbut'r'easbns’.' n )
international arbitration, a reasoned award is more likely to be rendered. In é'dmp'lex o
intellectual property disputes, the parties may want a reasoned award However, there are .
circumstances in which a reasoned award may be méﬁiféstly undesirable. For é)éample, a
patent owner may not want the reasoned award fo prdvi'de a foﬂdméﬁ: for'désigning a non-
ﬁxﬁ"inging product, neither party may wént to risk collateral estoppel effects of a reasoned
awarded, and neither party may want the hwe_xrd to reveal confidential infbﬁnation, if
through judicial enforc;:ment proceedings or otherwise it becomes available to non-

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

: arbiﬁatio_n_ clause or agreement? The answer is any number. Examples are the language

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

for enforcement of the award, specific procedures for seeking relief ﬁ"om'thé' award,

recourse the parties may have if an arbitrator does not participate, the consequences of a

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

IV. IS ARBITRATION UTILIZED IN INTELLECTUAL PROPERTY DISPUTES?
~ The answerisan unqué__l_iﬁed yes. . ..
~ Clearly, litigation is the preferred, and sometimes only, route for resolving:

intellept_ual property diqute_s, Also, other ADR mechanisms, such as mediation,are -

“becoming increasingly attractive. Nevertheless, both administered and ad hoc arbitration

_have been, and are being, utilized.

It is difficult to assess the number of intellectual property disputes that are.
the subject of arbitration. One reason is the confidentiality that shrouds such

proceedings--at least up to a point. Another reason is the difficulty arbiare. institutions -

_experience in attempting to classify arbitrations initiated under their auspices.

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

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

- number is likely to be significantly larger than institutional statistics would suggest,
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becaiise intellectual property issues are often a component of international commercial
disputes that are not classified by institutions as “intellectual property” disputes. |

| This retums us to the point made in Section II. regarding arbitrability and
unenforceability. ‘Even though a dispute being arbitrated appears to include an” o
intellectual property issue as a minor component, clients and counsel should be aware of
the potential impact on the enforceability of the award overall. Fdf'éxainplé; if the o
: arbltral tribunal rules -- as a part of a larger award -- that a govemment granted
intellectual property right (e.g. patent, a reg:stered trademark) is not valxd or otherw:se
is not enforceable, all concemed must be alert to the impact on the award if that
intellectual property ruling is held by a court to have been outside the botat@r of the
arbitrators under the arbitral law governing the arbitration, or is held by a court to be

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

V.. WHAT SERVICES DO VARIOUS INSTITUTIONS OFFER?
- We consider here two categories of institution: (l) ADR ﬁrt)ﬁdérs ,and'ﬂ('2). ..
intellectual property organizations. =~ | o
~ 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 orgamzatlons as the Intemattonal

- Chamber of Commerce in ‘Paris, the London Court of Intematlonal Arbttratxon Chartered

Institute of Arbitrators and Centre For Dispute Resolution in London, the British
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Columbia International Commercial Arbitration Center in Vancouver, and others such as
the Stockholm Chamber of Commerce, China Intemational Economic and Trade
Arbitration Commission, and International ‘Arbitral Centre of the Federal Economic

Chamber in Vienna: Among these organizations, only thé AAA and CPR seem to have

- promulgated rules, or model rules, directed specifically at arbitration of intellectual

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

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

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

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

~ issues associated with intellectual property disputes and are prepared to jir_;ivide
-arbitration services of such disputes under one set of their rules or another. Even with
organizations like the AAA and CPR, many intellectual property disputes are arbitrated -

‘under more general rules such as the AAA Commercial Arbitration Rules, the AAA"

International Arbitration Rules, anid the CPR Non-Administered Arbiti'atioh'Ru'le's';' o

The CPR Model Agreement for Ex Parte Adjudication of Trade Secret
Misappropriation Ana/Or Patent Disputes is of especial interest in conrection with ndﬁ#
binding arbi&aﬁon of disputes in which each party desires to insulate its pro.prietary
information from the qther party. This model agreement may illustrate useful prd‘ceduré§
not typically employe;l, but nevertheless of real practicability. -

As for intellectual property organizations, the World Intellectual Property |

‘Organization seems to be the only organization to have established an arbitration and
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. mediation center and promulgated rules for the p&rpose-of providing ADR services - ( """
specifically for the intellectual property community. The WIPO Arbitration and
- Mediation Centre came on line in October 1994. Its director, Dr. Francis Gurry, has .-
_a'ss_gmblg;l_g panel of potential neutrals numbering 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'
_intematior_nal. agreements and will in due course be applied.. At the same time, the WIPO
Centre has consulted with and provided informal services to manydisputants_.around_the
world el |

Oﬂmr-_ intellectual property organizations have assembled lists of potential .
neutrals. For example, in conjunction with CPR, the International Trademark Aé‘_.sociaﬁon (
has dey_glgpcd 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 information about each.
Neither the CPR/INTA panel nor the AIPLA list is meant to imply that either INTA or

- AIPLA will themselves administer arbitfatign,s. .

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 mechanism. On those occasions where arbifration has gone astray
procedurally, the blame should not be placed on any ixther¢nt unsuitability of arbitration
in this field. Rather, other circumstances have led to the bad press arbitration sometimes
receives -- albeit circumstances that may sometimes have been in the parties’ control.

Arbitration, as we have seen, is the product of the parties’ agreement. The
- pa:ﬁes are free to design a procedure that will prove to be satisfactory. Whether or not
they realize that goal is a function of the thoroughness of their understanding of the
nuances and their willingness to address those nuances in their arbitration c_Iause or their

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

(a) A contract involving a patent or any

“right under a patent may contain a provision
. requiring arbitration of any dispute relating to

patent validity or infringement rarising under the
contract. In the absence of such a provision, the

parties to an existing patent validity or

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

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

" section. In any such arbitration proceeding, the
defenses provided for under section 282 of this
‘title shall be considered by the arbitrator if

raised by any party to the proceeding.

(c} An award by an arbitrator shall be final
and binding between the parties to the arbitration
but shall have no force or effect on any other
person. The parties to an arbitration may agree
that in the event a patent which is the subject
matter of an award is subsequently determined to
be invalid or unenforceable in a judgment rendered
by a court to competent jurisdiction from which no
appeal can or has been taken, such award may be
modified by any court of competent jurisdiction
upon application by any party to the arbitration.
Any such 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. If the required notice is not filed

APPENDIX E




with the Commissioner, any party to the proceeding
may prov1de such notlce to the Commzss;oner

{e) The: award shall be unenforceable until
a the notlcr ~aquired by "ubsectlon (d) 1s recelved
B by the. Comm1551oner L R _ _
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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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... - Wine Law Association

The Mediation Process =~ .
David W. Plant
- Fish & Neave
New York, New York
1998

Mediation is a facilitated negotiation, in which a neutral (the mediator)

attempts to assist the parties in finding their own solution to their own problem.

“* Copyright D.W. Plant, NY, NY 1998 - T angTRuis 12:45 pm
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© AT Getting to the table. | | o
B.  Preparing forthe 'p.r__pc'é.ss.. " | o
C. Initial sessions...
1. First jomt sessxon
2. First private s‘égéion.
D Subsequent sessions. R
E‘. Closure, viz. "End Game".

F. Post-Mediation.

...~ Copyright D.W. Plant, NY, NY .1998 2 .909_99.090'97I-a{ﬁli'.?\:fi]31,234952'9,11;I Q
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ETT THET E
. . Preparation
i Know all paﬁies' 'r.eﬁ.i iﬁtérésts andreal needs
2. Know your BATNA, and the other parties' BATNA's.
3. N Achspute lS an‘r ;:app;a.xl'tu“ni‘ty to -c:reat; ﬁlue.
4. Know the ADR menu.
5. Be creative; fit the process:to the fuss.
6. Post-dispute more difficult than_pre-disppte.

"How to break the ice.

Court rules.

Professional responsibility.

- Clients' pledges and_commitments._

- Client’s policy.

Common sense, -

Who?

a. Party to party. - .

b.  Lawyer to lawyer.

e Neutral good offices.

Your adversary must be your partner.

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

A. The parties have agreed to (pre-dispute or post-dispute), or a Court has
ordered (post-dispute). mediation,

B. The niedi.ator. ‘

1.

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

Know your mediator. ~

a

b

‘Reputation. -

Some characteristics, © "

L

(D

Patient’

(1)
(2)  Diligent
- (3) Sensitive
(4) © Flexible *
-_ 'Creative': ;
(6)  Trustworthy -
(7)  Authoritative
(8)  Even-handed -
Competen'ce. .
Subject matter, "
+:(2) - Process .

(a)  Experience.

(b}  Training.

_ 07/06/98 12:45 pm
4 99999.099 -~ [NY] 363925.1
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4. Style.

(1)  Facilitative.

(2)  Pro-active and evaluative.

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 a problem to be
solved as partners, not a war to be won as adversaries,

Continues transformation of adversaries into partners.

‘a. Fundamental shi® in viewpoint,

b. " At least in formulating and proceeding through the
mediation process. '

Explains process.

a.  Process.
b.  Journey.
¢. . Negotiation.

Is alert to semantic issues.

““a.E.g. “binding" mediation.

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

. 07.06198 12:45 pm
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10.

Participants to negotiate in geod faith and with candor.

Explain who must be present and their roles.

a Parties"Q? principals; authority to settle. _.

“'b. Counsel - counselors; not necessarily litigators.

c. Third parties -- insurers; indemnitors; partners.
Schedule.

Confidentiality. |

Pre-session Submissions -- briefs.

a. " Posiions.
| b '_‘Re_al__intéres'ts"z_xnlg_‘;_;q;dé_:    o

| '(2)__ ~ Be creative and be objective.
| 3 D'p you need litigation? -

@ Is there a business relationship to be preser-ed or
created? o Ry o

(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.

| (2) Time.

) 07/06/98 12:45 pm
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- Assess the strengths and weaknesses of both sides'

positions.
f Condill:c;t. anob}ectxve litigatic‘).n risk analysis.
¢ Include the few material exhibits.
h. | Clanfywhether bnefs are in ébnﬁdence and ex péne to

mediator, or are exchanged. .
1. Court-annexed aspects.
a. Understand duties and responsibilities of the mediator,
b Comply with the schedule.

c. Understand the information to be reported to the judge.

. 12, Mediator's fee.

3. Written agreement. . -
a. Deal with these and other issues.
b. Parties’ consent to mediator.

| Ethfl__cs,\;T Responsibilities of The Mediator ‘

I. . No conflicts of interest!
4. Actual
b. . Apparent.
c. Must immediately notify of any change in situation.

07/06/98 12:45 pm
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a.

b

~# ~Rights and obligations of the mediator vis-a-vis the parties.
Past engagements.
Present engagements.

Future engagements

“Firm's engagements

(1)  CPR model agreement.

©(2) " Other Clauses.

" Fees -

Sy Houly

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

(3)  Whopays? When?

Power imbalance. '

(1) Large v fsm'all.:" .'

i) ’"-_"'?Pﬁﬁy'repféSént'éd'bfcomisél- V. pro se.

3)  Wealthyvpoor.

(4)  Sophisticated v. unsophisticated.

(%) ‘Eastern v: Western.

~.(6)-" Europeanv. U.S.

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

All information confidential.

: 07/06/98 12:45 pm
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300 Immunity. |

a. Suit.
b. Subpoena.
4. Media;or to manage process.
a.© -  Substantive problem is the parties' problem to be solved by
the_ par_tigs. '
b | Mediator has to guide.rarl.nd keeb on track the problem

- solving process; does not solve the substantive problem.

c May have to mediafe_%g the mediation process.
5. Méd.iatér as arl:.vit_rat(.)r;:-. o |
é. | Thns ‘lj_a_roées.s._._ | | f
b; | _ Lat.er dispu.t‘.é.
6. Arbitrator a§ médiator.
-7 | Mediator will withdraw.
a. If conflict of interest.
b. If parties not participating in good faith.
c. If clear mediaﬁon will not be successful.
d. If mediator would be party to a crime or fraud.
E. | Role of Counse! and Parties in Prepa'ration.
1. Must understand mediation -- know what_to expect.
a. The variations on the themes. |

b. | The pros & cons.

‘ 0706/98 12:45 pm
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Understand all counsel's and all parties' negotiating techniques. ' (

2. Principled.
b. Scorched earth, -
Beware misconceptions.. . . . .

LA Mediator's power -- not a judge.

b. __ Injunction needed"-;-: still can settle.
c | .. :iﬁtéileEtﬁ,él property nght invalid or unenforceable - still can
settle. | '
d‘.u B '.Iﬁtracxtz.tt.}lé parties -- stnll can seitl'e.
€. One party .seékiﬁg:;. dlscovery -- still can.settle.
f One party sigrliél_i;.llg"_v.s}égkness - still can mediate fairly.

07/06/98 12:45 pm \
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V. RST JOINT:

P T

A Amenities.
i, Rooms,
2 Coffee.
3. Telephones.” I_
4. Meals. -
5. The t-'_‘lbl,é‘
: B. .. Introduqti_oﬁs. | B
| l I_-iveryq_ne present.
2 Pait-.ti_e_s.séated_p:ex't‘.to medlator counsel not next to mediator.
' ( 3. "'__First _narhes._ N o
..a. | Usﬁally.
_ b - _.Evemu?“y' SRR
c. Ev'en. mediator.
¢ .I Mediator explains process.
Repeats essence of p‘re}inﬁ‘_naﬁry_.t'elephoné conference.
2. Necessary because new .pal_'ticip‘:a.nts, viz. the parties.
3. Em_phasizes _problem to _be__sql__\_r;gq by parties working together.
4.. " Confidential. “ |
a. The process.
- b. Mediator's notes.

( e A ' 07/06/98 12:45 pm
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10.
il
12.

~ Off-the-record settlement discussion, :

Mediator is neutral; no substantive judgment; no substantive power.

Mediator facilitates; not evaluates, unless _|omtiy requested and
appropriate.

Explains joint and private caucuses.

a.  Emphasizes confidentiality.

b Especially in private caucus.

Frankness and openness are requisites.

" Good faith negotiations are required.

The principals (e.g. executives) muSt'.l)é. ﬁrepaféd to participate.

Solutions to difficult problems call for creativity.

' lfcc;uﬁiannéxéd court {ivill not kn.t')u:r:.what said by an} party.

a. Mediator simply repon‘s that partles met and settled or did
not settle.

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

Ground rules.

~a. - Thisisthe partles (more specifically, the prmcnpa.s')
- process.

b, Challenge ﬁositioﬁlls.,.:'nbt persons.

c S A!ways fééﬁs on botentiai solution,

07/06/98 12:45 pm
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d. The mediator will manage the process.
(1) . Imcrruptions 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 deé;.)‘. o
: a ) .. -. Anger - o.ther..\l-narty is unfair, immoral and vindictive.
b.  Distrust -- other party is liar; has breached a contract; has
betrayed a trusti has ”failltlec‘l t:o pay. |
o f)islike -- pérsonal animdsity; can't stand to be in the same
; SCTOOML: . e ‘ .
d. -. = Strategic -- for 'coﬁpetirive purposes; anger a; a negotiating
tactic.
._Ex.pn.es;édl in cﬁalieng_es to |
a - Past. énd pres-en.t po‘sitior;'s.. -
-b. . .-Other principal's or cOun‘sel's. integrity.
¢. Other principal's or couns_el's_ good faith.
d. _ | Past éins -of orﬁission a.p.d:com.n_l-i.ssion.

" Mediator's role.

a.  Listen.
" . b. -, 'Express understanding:
¢. . Expect emotion at every session.

07:06/98 12:45 pm
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1.

L

. d. = Let patties air out, then

(1) - Deflect anger.

~(2) . ~Encourage civilized dialogue,

=+ (3) - Move to private caucus.

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

(5)  Askother party to state its understandmg of basis
-+ . forangry party's emotion.

. Which party speaks ﬁrst'? o

Usually clalmant or cIaImant 5 counseI speaks ﬁrst

But defendant may request- to speak ﬁrst.

...-May be the party who last: prop‘osed a resolution.

Or the party who proposed medtatlon

‘May be party selected ad hoc by the medtator based on mediator's

mstmcts

. Mediator will assure other parties that all will have an opportunity

to speak.

Usuaily g;o_ugsgl opens thh a statement of g'_fe_g_t_s_go_s_tgn

1

”Counsel should address the other side’s representt ti-es, pot the

mediator.
5-10 minutes; if complex, longer.

Typically, more detail or changed position {ater.

© 07/06/98 12:45 pm
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Purpose: to persuade other party.of
a. Your bona fides.

b. Strength of your position..

C. Weakness of other:party's position.
d. The need to settle; overlap of interests and needs.
e. A rational basis for settlement.

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

H. Mediator's role.

1.

W

Asks.questions to assure mediator and parties understand --

~-.-a. -~ Parties' positions.

b Status of settlement talks.
C. Status of pendmg or bro:plc.)s'ed .Vlr'igti.gaﬁon.
d | .Intére'slts of :b:the.rs. nof .pre.sé.nt: B

Kinds of questions --

a. Open-énded. |

b, Hypothetical. -

C. Seeks help in understanding.

Restates a party's position to assure c]arity.'

Asks counsel to Testate adversafy's position.

After héaﬁng barties' p_Q;_ijns stated by counse!, mediator may ask

‘each party to begin to articulate real interests and needs.

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

MEDIATOR'S JOB AT ALL SESSIONS"

A

B.

Be patient.
Remain neutral.

Listen and understand;

* Facilitate, '
1. Communication.
- Understanding.

Always optimistic; never pessimistic. -

- Assure that everyone is heard and understood.

Form no judgment; be flexible; beware of unspoken solution that seems

obvious to medtator
Eng,ender trust and confidence.

.Seek broad vrews from parttes f' rst detatls second
| Understand the emotlena] roller coaster; weather rt

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

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

CR

2. Medtator stays w;th ;_o_m sesszon and begms 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 often, never given at all. '

1. An early evaluation may -
a. - Indicate that mediator is biased.
b Hudemposiions.
2. Mediator's ,E:‘f?]“?ﬁ,on may be ps.‘:qu:t:_igl to req]éty testing.

3. Proper timing is vital.

- L o 07106198 12:45 pm
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Be prepared -- as if final argument.
But this is not ﬁnal argument.

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

" Understand client's BATNA.
2. Understand client's real intcrests and needs.
3. Ascertain other side's BATNA and real interests and needs.
Beware of Rambo litigator tendencies.
Persuade other side's representatives, not the mediator.
Persuade other side that .--

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 differcnces re positions, parties' it... .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 ALL SESSIONS .. -

Be prepared to participate fully, and increasingly-as the mediation
proceeds.

Be prepared to talk more than your l_awyar. |

Talk with the other party.

Be creative.

1.

2.

'Know your BA’I‘NA

Understand thoroughly and describe own interests and needs.

. Listen and try to, understand thoroughiy other side's BATNA,
| - interests and needs ' :

Objectively assess value of case to each party.

r(_).bjégti‘valy' assess risks of not settling to each party. -

Avoid ad hominem attacks.

.E,xplore ways to share 1mportant mf‘ormanon with other side -- even

confidential mformanon

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

b

~ information -- with mediator. -

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

Mediator will ask what the party s goal is today

Express emotton

But_be controlletl, Ee firm, be informed, be objective and be confident.

07406/98 12:45 pm
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VIIL. FIRST PRIVATE CA

“A." " The party not caucusing.

i.

2.

Mediator must reassure.
Should have own room.
Amenities.

Homework -- what mediator will be asking; focus on real
interests/needs of all parties. - -

“B." ~Caucusing pany*- -

1

: Medtator must reassure party that all aspects of private caucus will

remain confidential, unless party expressly authorizes disclosure of

a specxﬁc aspect _

a. Medtator will take notes to keep important points in mind
- “andto assure confidential information is set,regated from
non—conﬁdentlal mformatlon

b. At 'end of prlvate caucus,_medzator will double check on

- what mediator can and cannot say to other side.
Mediator will gather inforrnation |

a. Wil start on positive note, viz: what is important to
caucusm_g party

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

c. ‘. 'Medilator will Setak the real story. -
| (1) | Pa_rty_'s perceptions.._
| (2)  Party's dislikes.
(3)  Party's understanding of the diﬂ'erences. separating

the parties.
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- (4) - Bases for distrust. - ¢ -

(5)  Relevant history.

72 (6) - Party's previously unstated concerns, fears, motives,

“needs. -

Mediator will have principals talk.

-+ Mediator will encourage the party to focus on 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 caucus.

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. '

07/066/98 12:45 pm
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Before private caucus concludes, mediator will ask party whether (
there is any message the mediator should transmit to the other side.

Anything I cannot say?

-a. - Mediator will distinguish clearly between whai 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. "What if...";-"Have you considered..."; "Would it
be possible to..."; "If we could persuade the other side..."

07/06/98 12:45 pm (
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IX. IRT RV E LUS W T_ R PARTY

A Same process as in precedmg Sectlon VIII

B Mediator is likely to (i.e. should) listen befpre delivering a message.
1. Before stating first party's offer,and

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

C. The mediator should understand the second party's mterests and needs
before revealing anythmg about ﬁrst party § Caucus.

D. ' Mediator w1ll begm to isolate real issues in laght of unspoken mformaﬂon
_ from ﬂrst prlvate caucus.

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

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

07/06/98 12:45 pm
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X IHEMEDIA TOR Aﬁp PRIVA'!{E.C AUCUSES IN GENER :A; a
A The mediator will hear diametrically opposed accounts. | -
l -.."'U:'n.ali.térgb.le'ahge.r.. - o |
2 Etemal dislike,
3. Solidified distrust.
4. The other side's misconduct is the gpié cause of the dispute.
'S, Hopeless deadlock. | |

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

1. Find one potentially resolvable issue out of the two or three real
issues. '
a. Not positions.
2. - Explore ways to find common ground on that issue. e
A Bfainstorm options.
b. Move outside parameters of dispufe as currently framed.
(N Another relationship?
(2) Goods for money?
3) Agbther player?
c. | Prioritize.
3. ) Take it a step at a time.
07/06/98 12:45 pm \
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DANGER, DANGER, DANGER!

A.

* " enéompassing, profitable to all, eﬁ'lcnent and eminently fair.

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

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

But it is highly u_n_h_kg_lx that any party sees it now, or will see it later, as the
mediator seeit!

The pames ‘have own agendas the medxator is not hkely to be privy to or
to understand al! the agendas.

‘The mediator should let the parties explore and propose the solutions!

It's their problem; the solution is within their grasp.

" The solution will bedurablelf thepart:es create it and own it.

07/06/98 12:45 pm
25 99999.099 - [NY] 363929.1




XIL

B.

EQUENT SESSIONS -

~Joint,

© 1.7 Joint sessions should be frequent mterspersed amoné, pnvate
© 7 caucuses.

"2, " 'Parties together can sum up.

3. Parties together can reach a common understanding.

4. Parties together can discuss possible sbiizﬁbﬁs.

5. " Avoid the negatives associated wnth hldden conversatlons with the
medlator

6. Avoid misstatements or mnsunderstandmg, when mediator is shuttle

- diplomacy messenger.

7. Joint caucuses may engender confidence and good will.

a. After abrasive emotions have subsided.
b. But abrasive emotions may never subside, and joint
caucuses may be difficult.

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

9. If the parties can make progress in small steps in joint caucus, this

~will build confidence in
a. The parties themselves.
b. The process.
c The prospects of finding a solution.

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

07698 12:45 pm
26 99999,099 - [NY] 363929.1

I




Caucuses on different days.

1.

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

Incentive to continue wanes if intense caucusing seems to yield only

-negative results. - T

~. -Homework may be-neccssary to break a logjam before negotiations

resume.

| A“no.ther pafty (e.g. insurer) may have to participate.
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XIHI.

END GAME

A

- Breaking an impasse.

Reahty testmg

a.

Medlator may questzon soundness of positions.

Mediator may inquire as -toecb"st of litigation.

Mediator may ask part:es to l:st the real rewards of litigation
V. COStS. - SRR :

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

-conditions.

Mediator may take parties through litigation risk decision
tree.

Mediator may explore creating other relationships.

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

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

side.

The mediator may serve as an arbitrator.

a.

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

(1)  Money.

(2)  Design.

07:06/98 12:45 pm
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b, The medtator may evaluate each party s chances in

litigation. -
(1) Privately.

. (2)  Jointly.

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

demonstratlvely correct rather because of their confidence in the
mediator. -

*Mediator may prevxde short term solutton followed by continued

monitoring.

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

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

Don't Let Parties Leave The Session!

2.

Par_ties can quit any time. lt's their progess.

But it is more dtfﬁcult for a party to qult forever if the mediator is

present.

Mediator will dtscourage qunttmg if progress apparent and end in

snght

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

~the walking party back in the room.
It is imperative that the mediator be

Eternally optimistic -- must point frequently to progress.

Confident.

Experienced.

Trusted.

An authority figure.

07/06/98 12:45 pm
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. Don't let the parties leave with a handshake; there must be a written

agreement signed by all concerned. {
1. Counsel, not the mediator, should dictate or draft.
2, Will reveal and clarify misunderstandings.
3. Will minimize chances of ;i_mmediat‘e;l_'ekindling of impasse.
-. :"Couo'se'l'aocl i)eﬁies'exeoule. |
5. . Evenifonly some issues settled, agreement may outline process for
o resolving future issues. ;
- Ifno agreement is possible. .
1. o Parties should expressly acknowledge no agreement,
2. ‘. Parties should state why | | |
3. Parties should acknowledge room for ﬁ.xrther progress if any
4. Parties should explore what to do next. {’
) 5 . Co_urt_-\aonexed_.ﬁm_edia_t_ion. _
a Mediator may give an evaluet.i.o.n.
b, - 'Medlator may suggest that parues report to Court on their
views of the mediation.
c. Medietor may suggest to the ADR aclrrilnistrator that the
_ _Co__ort'_s in_ter\__/ention i necessary to break a logjam.
07/06/98 12:45 pm (
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XIV. POST-MEDIATION

Mediator will destroy documents submitted to mediator, as well as

A

\

mediator’s notes.

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

I Notice must be given to all concerned.
2. Mediator must invoke the privilege.

If court-annexed, mediator will report to Court.

L. Bare bones report.
2. May include 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.
31
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