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1T,

- -Eranklin Pierce L.C.

Notes Re Alternatlve Dlspute Resolutlon
And 1P Licensing

David'W Plant"‘
o .Fish & Neave.
1251 Avenue of. the Amerlcas
New York, New York 10020
- -July 1998 :

QVERVIEW

'A.  What Is ADR?

B.. . .What Are Its Forms?

C. . Where Is ADR Applicable?

D,.E‘What'ﬁreﬂlts Advéntégés.Ahd-Disadvantages7'

iE.:; What Should Partles To An IP. Contract Consider And

- Provide For?

F. Whither ADR?

WHAT IS ADR?

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

01/06/98 1:29 pm
99999.089 - [NY] 29878%.1
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B.

WHAT  ARE " ADR" 2

A.

ADR encompasses an infinite number of forms. It

'iS*hélpful to-cpnsidEr three generic categories.

Anﬂudlcatlve rorms.__

1

2.

A conVentlonal adjudlcatlve form is binding

='-f'arbltratlon.

Non-blndlng arbltratlon may also be an
adjudicative process.

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

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

A 3d party renders or imposes on the
“‘contestants a decision <- based on (a) issues

formally defined, (b) sophisticated

" positions, and‘(c) ‘evidence and legal

authorities.

Non-~adjudicative Forms.

1.

2.

Mediation.

Negotiation.

Mini-trial.

Early Neutral Evaluation.

Sqmmary Jury Trial.

Each of these is directed to'enabling the
parties themselves to solve their problems.

Not limited by formal pleadings, carefully
adduced evidence or legal authorities.

: : ’ 07/06/98 12:45 pm
2 99993099 - {NY} 298789.1
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1,

- Hybrid Forms.

. Hybrid forms stretch the spectrum of forms to
 H1nflnlty ' :

Negotiation, followed by mediation, followed

.. .by arbitration is becoming popular.

. Mediation followed by last offer arbitration
- is effective.

Early neutral evaluatipn coupled with

‘mediation has worked.

ExX parﬁe}Lnbheﬁihding'arbitration has

-succeeded-where_the parties do not want to

”__'exchange sensitive information.

-'Creat1v1ty is the key Must fit the forum to
“the fuss. _ o -

More thorough discussions énd'eleborations
regarding the forms of ADR appear in, inter alia -

1.

Plant,. "0verv1ew of ADR P:ocedures" AIPLA

Altern Di lution 1995

p. 3. (A copy. of this chapter appears at
Appendix A to these notes.)

Arnold, "ArBetter Mousetrap: ADR", Les
Nouvelles, Vol. XXX, No. 1, March 1995, p.
31. :

- Arnold, Paten ernative Disp d .

Clark, Boardman, Callaghan 1991,

37/66/98 121435 gm
3 99999.03% - [NY] 298789.1




Iv. E_I D ABLE?
'A.  ADR ‘is applicable to almost any ‘intellectual
property dispute -- even where 1njunct1ve rellef
_7_seems necessary

'dB;"‘ADR may not be appllcable where —-

a. A counterfelter must be nipped in the
bud. o

| bﬂ_dﬂﬁﬁttade,seeret:mdgt be preserved.
c. Legal precedent is needed A
'i'fldl_‘” EMOTIONS are out of control -- ADR may
T be appllcable but extraordinarily

_difficult_to apply.

C. Specific examples will be dlscussed These will
‘ 4‘1nclude :

1. Binding arbitration
G 2_ N‘Qn b1nd1ng arblt;‘at:!.‘ n
:'3Qdi”M1nl trlal

4. Mediation

07/C6/98 12:45 pm
4 99999,00% - INY] 298789.1




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. Buf even

in binding arbitration, parties’ agreement re
process controls the process.

-The parties preserve old, or create new,

business relationships, or both.
Often time and moﬁey are saved.

Cultural differences may be better
accommodated, or reconciled.

B, 'bisadvantages..

1.

T
I g
/

If poorly constructed or managed, ADR may be
... counterproductive. '

:,Badlyfplénned and managed ADR may inflate
-expenditure of time and money and may yield
- unsatisfactory substantive results.

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

- parties) may acquire better understanding of
.issues, risks, rewards.

07/06/98 12:45 pm
5 99999.089 -~ [NY] 298789.1




VI. * ‘WHAT SHOULD PARTIES TO AN IP CONTRACT
CONSIDER AND PROVIDE FOR?

Some Kej Issues
| tl t Arbltratlon-

t~s2d Medlatlon‘ff

A Arbltratlon
: 1. Arbitrability and Enforceability
| (i) Vlrtually all IP issues are
-<r'-arb1trable,

l(2) Query 1ncreased damages

{3} Plant "Intellectual Property:

o -Arbitrating Dlsputes in the United
‘States™, Dics R ution rnal
cf the Amerlcan Arbitration

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

b. 'uElsewhe:e.f
-fl) Important to understand local laws,

local public policy and the New
York Convention.*

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

"Recognition and enforcement of an arbitral award may
also be refused if the competent authority in the
country where recognition and enforcement is sought
finds that:

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

: J7/06/98 12:45 pm
6 99999.099 - [NY] 2987839.1




: (2} Important to distinguish between
{(a) government granted or
- registered rights and (b) private
rights.

"(3) ‘ggnslde; an arbitration clause that
- :. .. focuses on --

. (a) Private rights
(b). International Commerce

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

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

- te) . 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.)

?/,\.

:.\f( contlnued)
L the 1aw of that country, or.

"3"(b) ‘the recognltlon or enforcement of the award
~would be- contrary to- the publlc pollcy of
that country." "

07/06/98 12:45 pm
7 " 99999.099 - [NY] 298789.1




2. Arbitfatioq-proViéions to consider.*
.a.' Administered v. ad hoc arbitration.
.b. Iésueé fo.be.resolved.

 ¥(1)f*iP'issues.
~ {(2) Related issues.
‘-c¢. = Arbitrator(s).
 (1). Nﬁmber.
f(é) Qualifications.
(3)_Selection process.
(4} Party—appointed.
(a) interview process
{b} neutrality
d. Schedule; commitment
l _ é.&f-Vénue.
‘(iSS‘Neutrality.
| .(é) trﬁnsnational disputes
f;(b)' cultural differences

‘12)  Availabi1ity 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,

- Mode) ADR Procedures, "Alternative. Dlspute Resolution In
Technology Disputes, "™ 1893, - :

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

g, Confidentiality.

(1) During proceeding.
(a)‘_Rules
~ {b) Parties’ agreement

{c}) Award enforced as Protective
Order

{2) ‘' Post-proceeding.

“(a)“-Enforcement of arbitration
award '

o) 5 294(d) & fe)
h. nﬁéﬁediés.
.(1) ~Monetary.
fé) Compensatory.
(b) Punitive._
{c) Currency
(2} Other. |
{a) -Injunctioﬁ.
(b} Specific performance.
- {e¢) Provisional.

(i) Emergency relief an issue
‘in IP matters.

(ii) Most arbitral
~administrative 7
organizations cannot

constitute a panel on the

- required short notice

07/C6/98 12:45 pm

] ‘ 99999,099 - INY) 298789.1




”f(iii) U.S.: ancillary aid of
Court

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

Applicable rules.

Governing law.

(1) Arbitral.
~(2) Substantive.

.- Language.

'Fdrm of award.
.fi) Win/lose.
(2) ﬂReaééned.

"(a) Collateral estoppel and res
- Jjudicata

(b) § 294(c) re mbdification
{¢) Motions to vacate or modify
. (d) Road map
Recourse.

1;)' Enforceability.

. (2) - Challenge.

(3) Modification.

arbitration law.

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

Uniform Arbitration Act enacted in a
large majority of states

: 07/06/98 12:45 pm
10 99999,099 - {KY| 298789.1
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€. - State statutes re international
- arbitration.

d. 35 U.S.C. § 294.%

(1)

(@)

(3

@

§ 294(a).

§ 294 (b).

$ 294(c).

§ 294(d) and (e}.

e. 35 U.S5.C. § 135(d).**

4, Various rules,***

a. AAA.

(2)

(3)

~Patent.

- Commercial,

Large, complex.

International.

Rules For Non~-Administered
Arbitration Of Patent And Trade
Secret Disputes.

Model Agreement For Ex Parte

"Adjudication of Trade Secret
Misappropriation And/Or Patent

Disputes.

rNon-Admlnlstered Arbltratlon Rules
_And Commentary

* . 35.U.S5.C. § 294 is reproduced in Appendix E,

*x 35 U.S.C. § 135(d) is reproduced in Appendix F.

ko Spec1mens of some rules will be available at the

lecture.

' $7/06/98 12:45 pm
11 99999,N99 - {NY] 298789.1
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4y

(5)

.08,

S {4)

'Mddei Proce&ure For Mediation Of a
Business Dispute.

Modgi Minitrial Procedure.
‘wreo.
'}i) ;Médiéfion Rules.
TiZ)IIArbiffation Rules.
(3) Expedited Arbitration Rules.
;(ﬁ) 24 houf rules under consideration.
Icc. |
(1) Rules of Conciliation.
(2)*'Ru;es of Arbitration.
‘ Revised effective January 1, 1998
(3) Pre-Arbitral Referral Protedure.
Not édeéuate for émergenc& relief
LCIA o
(1) Arbitration Under LCIA Rules.
J Under revision
| _(_2)' Alrbitration Under UNCITRAL Rules.
(3) Conciliation under UNCITRAL Rules.
. uNCITRAL | |
(1) Model law adopted in various
-countries.
- {2) Non-administered arbitration.
Courts.
Each U.S. District Court has ADR

rules or practlces.

07/06/98 12:45 pm

12 : 99999.099 - {NY} 298789.1
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- B.

Mediation

1.

{5} Vary from"cgurt:;oﬂcourt, e.dg.
(a) SDNY: rules re mediation.

-{b) . EDNY: ‘rules re arbitration,
mediation, early neutral
“evaluation.

(c)  DNH: ADR considered at
‘preliminary pretrial
" .conference; various ADR
procedures available. Not
“formalized ‘in local rules.

(d):iSée'tabulation in AIPLA ADR
_ Guide, 1995. :

U.S. v. elsewhere.

a.

c.

“'Mediation.

_Conciliation.

Mini-trial.

Six phases, __f'“

. a.

£,

Getting to the table.

~ Preparation.
 Initial sessions.
. (1)  Joint. session.

(2) Private caucus.

' Subsequent sessions.

. The '"End Game " .

Post-mediation.

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

. 01/06/98 12:45 pm
13 99999,099 - jNY] 298789.1




VII. WH

A

B.

ER_AD

r

In the United States, the impetus to apply. ADR

stems from many quarters --

L.

B P

*_Coﬁrts}

~Clients. .

Legielétion. . \

deProfessional responsibility.

Elsewhere in the world, the impetus varies =--

1.
2.

3.

Arbitration in international commercial
disputes.

Conciliation in Asia.

'Medietion in_Europe.g

Dlsputants will 1ncrea81ngly enjoy the benefits of
ADR if it is understood, constructed and utilized
intelligently

ADR will w1ther if not understood, constructed or
utilized intelligently.

Many matters must:bedlitigéted.

1.

(RS ]

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

‘With this fact, together with the high cost
of litigation in terms of $, emotion, time
"and other resources, it makes eminent sense

to consider ADR earlier rather than later,
and to encourage the parties to put their
dispute behind them and get on with their
customary businesses.

As 60un5el'we:mnst be informed AND we must be
ready and able to recommend and to utilize

ADR.

; 07/06/98 12:45 pm
14 99999.699 - [NY] 298789.1

T

Pt




a.
o

-
o

S

P

i

i

e

-
o

.

e

¥

5

o
R
Lt

SR

mQ/V

e




o
A

E%,}.M B

fmmm ;

=5 &

.

e

3

L
e P Rl
T




OVERVIEW OF ADR PROCEDURES

PR I . INTRODUCTION

Alternative ‘Dispute Resolution (ADR) techniques generally fall into two

oo categories: (1) adjudicative and (2) non-adjudicative. These are not crisp categories, because
. often the process of finding a solution to a problem will embrace both categones —~ typically,
..~ when the process flows from a non-adjudicative state to an adjudicative state or vice versa —

- resulting in a hybrid process. - _ ' '

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

- few specific ADR techniques.

Il ADJUDICATIVE PROCESSES
A.  Arbitration | B
R Among adjudicative ADR techniques, arbitration usually rises to the top of the

. list. For many years, arbitration has been utilized in the United States to resolve licensing

disputes conceming 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, including validity and
enforceability, seems to be generally sanctioned by the judiciary, absent specific contractual or
legislative restrictions to the contrary.!” o '.

Arbitration may be binding or non-binding. (Non-binding arbitration, while
adjudicative insofar as the specific arbitration proceeding is concerned, mmpan ofa
- non-adjudicative process.) Arbitration may be the result of an agreement between the
.or of an initiative by a court.  Arbitration may be administered by an institution and subject to

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

create, or it may reflect elements of both. Even in administered arbitrations, it is not unusual
. for the parties and the arbitrator to agree to depart from the administrative institution’s
- published rules. ' - DU

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, Also, conveniional
. wisdom suggests that a reasoned award may be more susceptible to modification or vacation by
- acourt than a bare "win-lose® award, - _ SR

- Because arbitration is usuallj ‘the product of an agreement between the egreﬁa.
the parties can set the course of the proceedings, specify issues, fix time limits and d the
-scope of the arbitrator’s authority, “A full understanding by counsel and client, and the

- arbitrator, of these dimensions and their implications is necessary to the efficient, expeditious

. ~.and equitable use of arbitration. o N | | o
| The right to appeal an arbitration award is limited by legislation and by judicial

opinion’. That right may be modified by the parties, e.g., enlarged so that the Court performs

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

" of law are correct.*

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

- - received bad press, occasionally tecause an arbitrator appeared to split the baby (perhaps an
.. exaggerated impression in many cases). But a more severe ¢-awback may be an arbitrator's |
- .. 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 L’
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 property
~ disputes. It has been utilized in lieu of litigation and in lieu of Patent Office adjudication. It
. can continue to work, especially if counsel and clients recognize that arbitration can be tailored

Cto fit their specific needs.
L B. Other Technigues R
B 'A neutral fact finder or a neutral legal expert may be éngaéed to rule

) ona .
specific issue. As with un arbitrator, the terms and conditions on which the neutral’s work is /
.- undertaken are negotiated by the parties and the neutral. = - -

. Also,aprivate trial ("rent-a-judge”) may be agreed upon. Here, a “judge” (often
7 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.

S ~ Another technique is a proceeding before a special master appbin_ted by a court
~pursuant to Rule 53, F.R.Civ.P. Substantial intellectual property disputes have been presided
over by special masters,

" HI.  NON-ADJUDICATIVE PROCESSES O
o - g Non-adjudicative Jromswtypxmlly focus on aiding the parties themseives to find
- a solution to a pmolem. Flexibility, participation and.control by the parties themselves are

~halimarks of such processes. Importantly, the opportunity to preserve or to create -business
. relationships is presented by non-adjudicative processes.

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




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 advercary's real needs and real interests, articulate those needs and interests, and create
a mutually beneficial formula for meeting the needs and interests. .

" The mediator may express a view on the merits if requested by the parties.

."'.:;" Hd'wéver,"man practitioners are concerned that in_so doin 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 privately with each party and shuttle between the
parties. In_so doing, it is imperative that the mediator preserve in confidence any information

" " learned from a party which the party does not want disclosed. ‘Because some practitioners view
~private caucuses as creating concern in the absent party as to whether the mediator is somehow

being tainted by the adverse party’s private remarks, some mediators attempt to conduct the
entire mediation without private caucuses, i.e. with all substantive communications between the
mediator and a party occurring in the presence of all parties.

" Itis critically important that a representative of each party with authority to settle

(. an individual panty or an officer of a corporation) be present throughout the mediation,

This includes, importantly, interested but unnamed parties, such as an insurance 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 born. Litigators and judges may be skilled at litigating and judging, but
not always at mediating. Training is a virtual necessity to enable a mediator to 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 2
- dispute as well as later in full-blown Hﬁgsatio_n. It appears to be burgeoning as a well accepted
alternative to full-time, ail-out litigation, ‘ _
T S Minitrials are well-known in the intellectual property field. Iride_ed, the very first
" minitrial in the United States is widely regarded has having occurred in 1978 in a patent
infringement dispute between TRW and Telecredit. -

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

interested parties is essential.




" cnurts.

C. . Early Newtral Evaluation

. . Eary neutral evaluation is usually a court-annexed procedure. Invented in the
- Nonhem District of Cahfom:a, this procedure has eruoyod commercial success in vavirne other

Typically, after the pleedmgs are closed, a respected neunal hears argument by

o -_counsel attempts to assist the parties in negotiating a settlement, renders an opinion on the

* “merits, and in the absence of settlement, assists in worlong out a pretnal schedule. Like
" mediation and minitrials, it is imperative that a representative from each interested party with
- authonty to seu.le attend early neutral evaluanon sessions..

e e E.arly neutral evaluation has been successful both in settling intellectual property
S :chsputes and ‘in assxstmg pames and courts in developmg and lmplemennng duoovery

R schoduies

: D Summa.ry]ury?lhd N : o o o
Summary jury trials also have been useful in assisting parues to mtellocma.l

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

and elsewhere

. ~Ohio is credited mth ongmanng this process It has boen usod hundreds of umes in that district

- The same cast of characters as in a minitrial participates -- plus a Judge and an
empaneled j jurv Counsel argue to the jury, and the jury d berates and renders a verdict, all

*in’a short ime (e.g. a f’) Immediately upon’ hea.nng the J"TY 's verdict, the pames confer
. with the objective of resolving the dispute. '

complex case.

- +IV.  END NOTES

“A'-. Hybnd Processes

‘Many combinations of the foregomg processes, and variants of the processes,
nave been utilized in resolving inteliecrual property disputes.  Parties have provided for
negotiation, followed by mediation, followed by arbitration. Parties have agreed to mediation,
- and having medzatod to close toa solunon, have agroed to put the remmmng issues to an

-+ arbitrator.

The literature is rich, as is the expenence of some pracnnoners, with creative

v ! techmques for encouraging and onablmg parues to solve thelr problems

Getting To ﬂze Table - - .

. s Persuading po.meo to talk has been a recurring issue. A pre-dlspute ADR clauso
has posod litle problem. A post-dispute suggestion of ADR may once have posed a far more

serious problem. But that day is almost over.

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

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

4

~ Summary jury trials often occur on the eve of a long Jury tml in a large,

AT
b bt




// -

corporate pledge. Hundreds of law firms have signed the CPR law firm pledge. Professional
associations encourage, if not compel, counsel to be familiar with and to consider ADR. Every
United States District Court provides for some form of ADR in its rules or its procedures’. It
is simply a matter of fundamental professional responsibility for counsei to consider * D2
without fear of waiving the white flag and without inferring an adversary who proposes ADR

- is waiving that flag.

" So with the psychological barriefs receding, what does counsel or a party do
absent a court order? unsel can call counsel, simply as a matter of professional

" responsibility, to explore the prospects of ADR. Management can call management, because
.- both know the cost of litigation, or because both know the court will encourage, if not order,
-~ ADR.-These communications can occur at any time - e.g. during early negotiations, when a
:- " complaint is filed, on the eve of arguing a2 motion, on the sve of trial, during trial or after trial.

U Of course,‘ if it is a bet-your-business case, “er'notio_ns are runmng high, a
precedent js needed, a licensing program 1s to be protected, truly irreparable harm is about to

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

C. ' Finding A Neutral .
- 'The importance of engaging a competent neutral shines through the fabric of each

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

At the outset the parties must understand the issues on which they disagres and

| ln'nust become informed as to the pros and cons of various procedures (including litigation) for

resolving those issues. If an adjudicaﬁveurrocess 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 all cases. Although it may be (and has
been) possibie for a litigating attorney or a retired judge to serve effectively as an arbitrator
without training, it is imperative that a mediator or other facilitator have been trained.

Various organizations, e.g. AAA, CPR and WIPO, maintain rosters of potential
neutrals, The organizations cited keep themseives informed as to the background and

- experience of each person on their rosters, It is usually salutary for a party and its counsel to

communicate with more than one such organization as to the people that organization would
suggest as qualified. It is always important for client and counsel to investigate thoroughly the

training and experience of a potential candidate.

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

D.  Whither ADR And Intellectual Property? -

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

many forms of ADR have been enthusiastically explored and confidently utilized. The signs
of the times suggest even wider and more creative applications of ADR. We should all be fully

prepared.
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n the absence of contract language to the contrary, all intellectua)
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 Athitration

Slaiil 1983, LS. couris generally
vefused to order binding arbitration of -

" issues as to patent validity and enforce-
-ability, Such patent law isgues were said
to be “inappropriate for arbitration pro-

ceedings and should be decided by a
court of law, given the great public inter-”

est in challenging invalid palents,”!
However, with the enactment of 35 US.C,

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

arbitrability of patent disputes under U8
law is no longer in question on thig

" ground., Voluntary, binding arbitration of -
.: . patent’ validity, enforceability and .
__infringement is expressly provided for in

Soction 294,

. Similarly, with the addition of
Subsection (d} to 35 U.S.C. § 135 in 1984,
parties to a patent interference may also
"determine such contest or any aspect
thereof by [binding] arbitration.” Section

135(d} reserves to the Commissioner of
Patents and Trademarks the right'to

delermine patentability. .
Section 294(b) provides mfer alin that
all patent defenses under 35 U.SC, § 282
“shall be considered by the arbitrator if
taised by any party to the proceeding.’?
Express inclusion of these defenses ia

Section 294 has foreclosed any sericus:
guestion as to the scope of patent issges

pruperly subject to binding arbitration. In
shurt, virlually every defense to a claim
under & 115, patent may be the subject of
binding arbitration under Section 204,

These defenses inchede issues as to

-title, as wall as validity and cnforceabili-
ty, including unenforceability issues
based on patent misuse or other antitrust

grounds, Ag for title, in Scan-Graphics, Inc,

v. Photomatrix Carporation,? the district

court noted, without reservation or other
comment, that it was “likely that the
California arbitrators, while addressing

the validity and scope of the 1987
. Agreement, will also address whether
there has been a transfer of rights to one

or maore claims of the patent by virtue of
“"{he agreement.” '

Interestingly, Section 294 was

invoked in Warner & Swasey Co. v.
Selvagnini Transferica* An exclusive
licensing agreement provided that any

action for breach of contract would be

brought in Italy, The Diztrict Court cited /.

Section 294 in rejecting plaintiff's con-

_tention that patent infringment claims

may be heard only by U5, district courts.®

v Fhe Court of Appeals for the Federal

Circuit appears to favor arbitration, in

~general. Tn In re Medical Engineering .
= Corporation,d the court of appeals upheld
»a district court order staying a patent:
“infringement action in favor of arbitra-
‘tlon, Earlier in Rhone-Poulene Specialties

Chimigues v, S3CM Corp.,” the court of

. appeals construed an arbitration clause in-
-a patent license agreement to include
issues as to the scape of the claims of the 7
Heensed patent as well as infringement-

issues # In Rhone-Poulenc, the Court of
Appeals invoked Mitsubishi Motors v,
Spler Chrysler-Phipnouth,? to the effect that
the “ ‘ittentions [of the parties] are gener-
ously construed as to issues of arbitrabili-

Wi 1t}

- However, the Court of Appeals for
the Federal Circult has refused to permit
arbitration to supersede the jurisdiction
of the U.S, International Trade Com-
mission (ITC) over intellectual property
issues arising ir a 19 U.5.C, § 1337(a) pro-
ceeding.!! The ITC complaint was based

on alleged misappropriation of trade
secrets, trademark infringement and false

represeniations as to source. An LIC
Administrative Law Judge had terminat-
ed the proceeding on the ground of (1) an
arbitration clause,1? (2) a previous ITC
docision terminating a procesding in light

‘of an arbitration agreament, and (3} a fed--

eral district court decision that Farrel

tiorn.

“THE S

agal history is replate with illustrations of how the evolition .

of the modern-day syster of arhitration of tommercial and .

isbor disputes was met with rasistance by.the court system, - |

Eraticn in e applivetion o imeflectus! proparty isuas also fol- -

towad a long and diffioult read to acceptance by the courts, says the
author. Thar has, far tha most part, changed. Now, he says, “all L
intetfectusd propaity issues appear 1o ba the proper subject of bing- "
ing arbitration.” This is not to asgart that thera sre RO substantive .. <
intallactual property policy issues ramaining to be addrqsged, of -
course. Matiers of arbitrability remain oper to interpretation by the -
courts, though carsful tailoring of the terme of arbitration can do- -
much to clarify any controversy and move dispules swiltly to ez

- .

By David Plant.

the ADR Committee of the
American intelleciual Proparty

.Law Asgociation and & partner

ai the New York firm of Eish &
Neave, This artizie is 20 up-

=~ datad and reviged version of a
- longer paper presented at the
. Wirldwide Forum on the
CArbitration of inteliectual

Property Disputas, held in
Gergva, ...
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intaliectual

Property
Seminar
Set For NYC

rbitration and
madiztion of .. .
inteliactual )
property disputez will be
...1he focus of a weminar
to' be dnonsored by’

. tha Association of the ..
the City of Mew
Yark'on Oct24, =7

_the drﬂeremee in ADR .-
practices in the United
Siales, Europe and™ .
Asla, David W, Plant,
'Gha}r of the agsogia-
" tion's. Committee on
Arbitration, will serve
as modlerator,
The epeakers ara:
James E. Brumm,

director and general
counsal of Mitsubishi - -
Imernationat Comp.; ¢
Deborah Enix-Hoss, .
legal affairs directar of -
the U.8. Council for .
intermational Businoss:
Francis Gurry, director/
advisar, World Intellec: -
iual Property Organi-'
zation ArbRration Cane'
tor, Ganava: Dr. Julian
Lew, partner, Harbert
Bmith, Lordon.
For mere information, -
call Karen H. Mitton,
ABCNY ditector of
eclugation amd tralning,

{c) are mandatory (le.,

executive vice prasldent._ i

at (212) 3926619, L

m
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st pursue its ¢laims before an ITC arbi-.
tration panel® The Commission agreced

“with the AL] and cited Mifsubishi MotorsH -

in support of its view that

“ *a party to an international transac-
tion will be requirad to honor its agree-
ment to arbitrate disputes involving
statutory claims under 1.5, law when
_ the arbitration agreement reaches the
statutory issues and when there are no
legal constraints external to the agree- -
-ment which foreclose arbitration of -
-such claims.” “15

The Court of Appeals for the Federal.

 Cireuit found such » “legal constraint | 1

. which foreclosels] arbitration™ and
reversed on the grounds that €1) the
directions of 19 U.5.C, § 1337{(b)()) and,
the Commission :
“shall investigate” and “shall determine”

whether gr not there i a violation) and ..
~2) the narrow exceptions of Section

337{c) to the statutory mandate do not
embrace a private agreement to arbi-
trate,16 :
* The court noted that Mifsubishi’s ea-
soning was confined to judicial procesd-
ings, did not extend to administrative -
proceedings, and thus was consistent
with the court of appeals’ ruling. The
court invoked Mifsubishi's statement that

“not “all controversies implicating stofuto-
Ty nghts are sultable for arbitrabion . ... ¢
- [I}t is the congressional intention
_expressed in some other statute on which
“the courts must rely to identify any cate-
gury of claims as to which agreements to .

arbitrate will e held unenforceable.”V?
The court also cited Gilmer v,
buterstatefjohnson Lane Corp, 't whero an

arbitration agreement operated as a waiv-
“er of access only to a judicial forum and

nwot an administrative farum,
Thus, it appears that, nmwﬂhqt:md--

““ing an otherwise binding and enforceable

T agreement to arbitrate, a party to such-
“agreement may attempt to persuade the
ITC to investigate and determine whether -
.or not there is a violation of Section

" 337¢), and if successful, may abort arbi- .
Eration.

The Farrel decision is directed to the

X tmpact of a prior agreemoent to arbitrate
after an TTC investigation has com-
menced, Query whether a party who -

wishes thot the otherwise agreed to arbis
tration go forward may successiully
enjoin the potential 1TC complainant

Cfrom requesting that the ITC initiate an

investigation. Also, the court of appeals

_ ac.knowledged tho possibility that the -

‘the public . ..

“mare than one occasion

Commission can consider remedies
ardered by an arbitral tribunal 2

-A similar situation may obtain witl
the United States Federal Trade
Commission (FTC), the domestic analog
to the ITC, The FTC is empowered angd
directed by 15 U.S.C, § 45a)(2) to prevent

. the use of “unfair methods of competition

in or atfecting commerce and unfair or
deceptive acts Or practices in or affecting

reommerce.” 15 US.C. § 45(1) requires an
“investigation by the FTC where “the
< Cormmission shall have reason o believe”
- there is'a violation or where it “shall

appear to the Comnmission that a procesd-
ing by il . . . would be to the interest of
M In the event the FTC dogs
initiate an investigation, 15 US.C. § 45(a)

- provides that (1) the FTC slill issue and

serve o complaint, and {(2) the person
charged shall have the right to appear and
show cause why an order should not be
entered against the person. Thus, once an
FYC investigation commences, a party to
an arbitration agreement may invoke
such an event in line with Farrel to abort
the arbitration,

We are unaware of any case like
Farrel having arisen in the FTC context, 1f
Farrel were urged in an FTC context, the
differences between the sgotiops enabling
the FTT and the IT'C might afford a per-

. suasive argument that binding arbitration

may properly beused to prevent the use
of unfair methods of competition over
which the FTC would otherwise have
jurisdiction.

The nel of the fnregmng is that an

arbitration clause may permit resolution

of patent (or othet intellectnal property)

igsues by way of binding arbitration in

lieu of a proceeding before a U.5. court,

“but not always in lieu of a proceeding
_ before a U.S, administrative agency, espe-

cially the ITC and perhaps the FTC.
Turning now to patent interferences,
there s douht as to the valite of arbitration of

" an interferenwe (s provided for in 33 US.C
- § 13500 because Uw Patenl and Trademark

Office is not bound as t any issue of
patentability ?! Nevertheless, arbitration of
interference Isses has been undertaken on
‘ and has been
reported in at least one case. In Litker v
Hiraga 2t the parties to an interference
entered into an arbitration agreement to
“ faveid Lhe delay and expense associ-
atedl with (ormal interlerence proceed-
ings in the {TQ] and in the Courts of
the United States. ...  *%
The arbitrator dec:ded the issue of priori-
ty bt declined to decide matters of

L

- il
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patentability which he submitted to the

11.S. Patent & Trademark Office, :

But the express language of Sectioft -

135(d) provides only that the Com-

. -missioner 15 not precluded from deter-

mining patentability, It does not preclude.

. an arbitrator from making such a deter-, .
mination subject to the Commissioner's..

paview. = - - S .
Arhitration of patent issues may be
possible even apart from Section 294, 1f

.., the arbitration arises out of a contract dis-.
.- pute (g.g., whether or nat toyalties are
due undet a patent license agreement),
... validity may not be in issue and Section’
- ..-294 may play no role, especially:if the-

- -contract Hmits the arbitrator’s powers in’

~this regard.* The Court of Appeais for
the Federa! Circuit has endorsed o district

court’s characterization of the arbitator's’

. POWEI’.‘:':

- * '"The ¢ourt holds that the arbitrators
~in this case did nat imperfectly execute -
their powers by refusing to invalidate”

Weighi“s patents. The arbitrators”
~otpuwers” in this case were derived

from the agreement of the parties ahd’
- the governing federal law. Those pow-
- ers were Himited primarily to construs

- _ing the contract between the parties to
cetermine whether or not certain toch-

“nology camy within the scope of the

: parties’ agreement. The arbitrators did

net have any power to invalidate
. patents, since the parties never agreed
" to-arbitrate the validity of Wright's

patents, nor does federal law give arbi- -
-+ trators an independent power o inval-

Jdate patents.” 35
. Further, if a patent isyuce is amenable
" bo reselution in a non-federal forum, such
“as g state court, then it should also be
*Hubject to resolution by arbitration wholly
apart from Section 204, For example, in a
- dispute as to whethar a state court was
“the proper farum to decide “rights”
~hgtween the parties to a patent and how

those riphts relate to the parties’ financial -

rights and wbligations under a purchase
" agreement, the Court of Appesls for the
. Federal Cireuit affirmed a district court's
“decision to dismiss for lack of subject

i matter jurisdiction under 28 US.C. §
© o 133Bla). 2 The eourt of appeals found that

‘an evaluation of the validily or “trug”
vilue of the patent would be only an ele-

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

“the fact that patent issues are relevant
under state contract law to the resolu-

Hon of a ¢onkract dispute 'cannot pussi-

o bly convert a suit for breach of contract

.absent contractual or statu-

-ject to binding arbitration

- into one “arising under” the patent
laws as required to render the jurisdic-
Hon of the district court based on sec-
tion 13387 &

Howover, Additive Controls &

Measurements Sys, v. Flowdata,® held that,

in the context of a state Jaw business dis-

rparagement claim originalty brought in

state court, the dispute belonged in feder-

al court because plaintiffs right to relief -
..necessarily depended on resclution of a
- substantial question of patent law, viz.

the falsity of defendant’s accusations of
patent infringement. In Additfve Controfs,
the Court of Appeals for the Federal
Circuit distingzuished other opinions on
the ground that in those cases plaintiff's
right to relief did not depend upon reso-

lution of a substantial question of patent ..
law., ‘ '

The net of the Federal Circuit opin-
ions discussed above is that—in lght of
the recent trend encouraging arbitration
n felds previously reserved for resolun-
tion in the courts, the lack of express pre-

tive history of 35 US.C, § 294, and the

* Supreme Court's willingness to allow. = 777 0F
~parties to choose the law T
~governing arbitration, and - (R

Virtually_evérf f&éfeﬁ;ei_to a

tory lmitations to the con-

-emptive tanguage in the stabute or legisla- =00

trary—issues of patent -claim undér’a-E'Uni_ted'»Sf;'atas

validity, enforceability and
infringement may be sub-

outside the scope of 35
US.C § 294,

Copyright lssues

Although Congress has authorized
. arbitration for patent disputes, it has not

done za for copyright disputes.® Never-

patent may be the subject of
binding arbitration under

Section294, ... . ,

theless, copyright licerse itig,reements may

_praperly provide for binding arbitration

of dispuies arising out of the agreement.

‘These agreements have been challenged -
under 28 U.S.C. § 1338(a), which gives *

federal district courts “original jurisdic-

tion” of actions for copyright infringe« "
- menl as well as for patent infringement. - L0
In additon, as was the case in patent dis- .
putes before 1983, it has boen argued that .- .

public policy prohibits the submission of - L

copytight claims to arbitration—or at the

least, precludes arbitrators from deter-

- mining the validity of copyrights. These
arguments have generally not been sue-

cesabul.
In Kamnakazi Music Carp, v Robbivs
Music Corp.,* the Court i Appeals

endorsed Lhe arbitrability of copyright 0000

DISPUTE RESOLUTION JOLRNAL 17
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_validity was not in issue. Kamakazi sued

infringement claims where copyright

for copyright infringement after a leense
had expired, because Robbins continued
to print and sell the copyrighted works.

- Robbins contended that Kamakazi’s suit.
was for breach of contract and the district |

court lacked jurisdiction In the alterna-

= tive, Robbins sought arbitration pursuant

L
" The court of appeals
_ “held that public
- - policy ¢does not’
_prohibit the
- -submission of
“wopyright - :
- infringement claims
“to arbitration.”
I

“to the license agreement. The district

court ruled that the suit was for copyright

_infringement and: the court had jurisdic- -
tion, and ordeved the case to arbitration, -
“Thereafier, the arbitrator rendered an

award in favor of Kamakarl, basing his
remedies on the 1.5, Copyright Act, Le.,
statutory damages and attorney's fees,

. Rabbins appealed to the U.S. Court of
Appeals for the Second Circuit, arguing
“that the arbitrator had exceeded his

- authority in applying the Copyright Act

in the arbitration proceeding.
The Court of Appeals for the Sgcond

" Circuit made it plain that the claim sent
.t arbitration was for copyright infringe=
-ment. Tn “the circumstances of this case,

the arbittator had jurisdiction to make an

. award under the Copyright Act,” and

“the arbitration clause was broad enough

- io encompass Copyright Act claims
.- which required interpretation of the con-
o Aract.”H

.. The court of appeals held that public
. policy does not prohibit the submission

" of copyright infringement claims to arbi-
tration. “The anly

"public lntergst” in a
copyright claim concerns the.monopoly
jcreated byl a valid copyright.”32 How-
aver, the court did net have to face that

“ igsue, because the validity of the copy-

right was not at issue in the arbitration.

(In facl, this issue was decided by a dig

trict court.) Withour any such public poli-

oy emern Ui gourt of appeals found no

reasen to prohibit the arbitration of copy

right infringement. Thus, Kemuakezd Toft

open the question of whether the validity
of a capyright is arbitrable.
- In Safurday Ewening Post Co, v,

© Rumbleseal Press, Incv., the Court of
‘Appeals for the Seventh Circuit held that
Can arbifrator may determine the validity

-of a copyright when the issue arlses in a

- copyright liconse lawsuit, After the licens- -
.ing agreement between the two parties

had expited, Post filed an action, charg-

ing copyright infringement and seeking

- .arbitration. Rumbleseat argued that

Past’s copyrights were invalid and

. opposed arbitration on the ground that

Congreus’ decision o ghve federal courts

.. exclusive jurisdiction vver copyright

SR JULY 1888

actions in 28 US.C. § 1338(a) implicitly

————

pracluded arbitration of disputes over the |

validity of a copyright.

The Court of Appeals for the Sevengy -

Circuit rejected this argument where
validity is at issue in a contract dispute,
noting that “a dispute over the termg of 3
copynight license is not deemed to arise
under the Copyright Act” because it ig
“too remote from the federal grant (the

copyTight].

The court stated that because the
arbitration-of a dispute involving an eco-
nomic menopoly (i.e., anifrust) was nog
considered a threat to public policy by the
Bupremse Courl, the arbitration of a dis-
pute involving a considerably less dan-
gerous legal monopoely (ie., copyright)
that could easily be ciccumvented by the
ercation of close substitutes presented
sven less of a threat to public palicy.
Also, the public policy danger was fur-
ther lessened by the fact that the deci-
sions of arbitrators are binding only on
the parties involved and have no value as
& precedent. Finally, and of special inter-
est, the court noted that the danger of
monopoly is “more acuteig posed by
patents,” yet Congress had passed 35

U.S.C. § 294 expressly suthorizing the

arbilration of patent validity issues.
More recently, in an action involving

‘multiple daims of breach of contract and
‘copyright infringement, the Court of
‘Appeals for the Fourth Circuit held that

the Federal Arbitration Act recuires that
the non-arbittable issue (according to the
arbitration agreement) of the royalty
amount be = ated from rhe arbitrable
issues {which Included copyright
infringement, conspiracy to cotrunit copy-

tight infringement, fraud and RICO

£laims), and that litigalion should be
stayed pending such arbitration

Public policy ia not likely to continue
as the primary concern in copyright
validity arbitration cases. It is more likely
that future decisions regarding the arbi-
trability of copyright validity issues will

. depend upon the manner in which the
_cousts choose to interpret the arhitration

clause.

Trﬂdamnrk Issues

In contrast Lo pakent rights and copy-

:rights, rights in o trademark in the U5,

arise primarily under the common law as
the result of appropriate use of the mark.

tration pursuant to the Federal
Trademark (Lanham) A<t of 1946, ot by
registration puirstiant i ong or mare state
trademark acts, or both.

» = sngimivrieni il

. Such rights ay be augmented by regis- .
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..}t appears that trademark
" ;ssues ave arbitrable, depend-
o img upOn how_generously the
courts choose to interpret the

. yalated statutes. Given the
. courts’ curtent attitudes
_toward arbitration, -and
. assoming a broad arbitration
" clause in effect at the Hme of

the dispute, trademnazk claims

- of a license agreement, raiher
“than  federal trademark
-gtatute, would likely be arbi-
. -trable—notwithstanding older
o muthority to the contrary., The
-same may be concluded with
respect 10 gll issues arising in
a trademark dispuie even
without a pre-dispute arbitra-
tion provision,

Ong case in which arbitra-
-tion was denjed is Wyrtt Earp : :
- Enlerprises v. Sacktan, fnc % In this case,

- Wryatt Barp claimed trademark infringe-
“ ment after the expiration of the license
‘agrecment between tho two parties,
Reflecting an inhospitable view toward

© grbitration, the district cour! interpreted
" “the arbitration clayse to apply oaly to

contract dispotes arising directly out of
“the licensing agrecment prior to its expi-
ration. :

““Whether or not defendant has com- -

peted unfairly with the plaintiff pre-
. sonks an issue far transcending onc
- merely ‘arising out of or relating to” the

coniract between the partics, and it is

. inconceivable that they intended such
a dispute tu be settied by arbitration.™?

Consequently, the court decided that,

because the ¢lalm was a tort cause of

action rather than a contract dispute, it
- owas nob covered under the arbitration
: agresment.
Three years later, the same district
cenirt (but a differont judge) distinguished
- Whatt Farp. In Saucy Susan Products; e,
v. Allied OId English, Ine. ¥ the court raled
thal disputes invelving trademarks and
trade names were arbitrable. Alied had

commenced arbitration proceedings

against Saucy Susan. I'romptly thereafter
Saucy Susan commenced an action in the

" district court against Alljed for trademark .

infringement and unfair competition,
Allied moved to stay the districl court
action and to compel arbitration,

oo The district court ruled that the trade-
" mark and unfair competilion issues were

 subject to an arbitration agreement. The

court distinguished Wyatl Earp by noting
that, in contrast to Samcy Susan, the Wyalt
Earp licensing agrestnent containing the

arbitration clause had expired, and the
acts complained of by plaintiff had

occurred after the sxpiration date- The
court took into consideration decisions of

" the U.5. Court of Appeals for the Gecond

Circudt favoring a more liberal construc-

“tion of arbitration agreements, and on

this basis, was not persuaded by the dis-
tinction between tort and contract law

expourndled in Wyett Earp. Significantly,
.the courl noted that Saucy Susan did nat

argue that public policy weighed against

.arbitrating claims of trademark infringe-
“ment and unfair competition. At the same

tigne, the district court stated that “it doos
not appear that an agreement to arbitrate

fature dispules would thwart Cone
_gressional policy,”™ As a result, the dis-

trict court decided that the trademark
issues werg arbitrable under fedoral law.
Bubsequently, in Horwwond Industrics,
inc. v. Caldwell, a district court in 1llinois
embraced the older view and decided that
trademark infringement claims were not
arbitrable# Homewond sned Caldwell
for trademark infringement, unfair com-

_petition and patent infringement after

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

-Caldwell maoved to compel! atbitration

pursuant to the laws of Illinois under a
pravision in the franchise agreement.

“Searon’s Gregtings' looks
OK ta me. Ler’s run it hy the
legat department.”
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AAA Rules and Procedures For Handling_:. _
- Intellectual Pmpeny Cases. ;' -,
. he tise of alterative dispaste resolution {ADR) mem
; T By resolving intellectual property dispiutes is increasing -
o for, global manufaeturing. and;mérketing advantages. ..

as technology- ragidly’ ‘advanoes and businessas strwa L
ADR metheds have proven particuiarly effective in tha mm

[ plens;
- ~and information indistries, - ‘e
. Parties to these disputes look 10 the ruies did prmduras
.. devéloped by the American Arbitration Association for the: -
. administration of intellectual propeny disputes, including the :
" Patent Arbitration Rules,-the Corunercial Arbitration and - -
" Meadiation Rules, and the Supplememary Procadums for Larga. .
. Complex Disputes. | .
" - In addition to panallsts wlth lntallectual proparly axparhsa o
"o the AAA's commercial panel, the selact, nationwide panel -
for the AAA's Large, (}amplax Case. ngram {LCCPY has 48
~ arbitrators and mediators spectalizzng ity the field of intellec-.. -
tual property. Their backgrounds and pmfeﬁsinna! axpeﬁance
" cover such aress as patent and trademark litigation, trade -
‘sacrat. copyright law, complex tachnology and contract issues. S
copyright and trademark registration and licensing, foreign...
‘ patents, daia rights, soffwara protectann, and transfer of intel-
- Tectual property. tights. The pam!ms provide technical. exparhse
-“in such areas as data communications, computer and com:.. - ...
L puter peripherals, medical devices and. technology, mmclmunt_-.;'-
-~ ahd microcomputer hardware,All LODP panslists also paruci- -
pate In special training in the objectives, pracedures, issues,
- ethice and skills involved in managing a uuga 'mmplex arbr-
" tration or mediation, - - .

Thers were 13,182 husmass disputas ﬁlad wnh the AAA In -
1904, with claims and counterclsims reaching $5.1 billlon. This -
includes 394 patent, licensing, trademark and computer cages
with claims and Counfercisims totalling $881.3 million. [

liomewood opposed, contending that the
- _federal courls had origina} jurisdiction
- pver federal trademark and patent issues,
Thus, 10 years before Section 294
.. became affective, the court held that
claims for infringement of a federally reg-
istered trademvark {as well as patent
clajms) were unt arbitrable because the
jurisdiction of the district courts over a
canse of action ansing under the federal
trademark (and patent) laws was exclu-

sive pursuant to 28 U.5.C. § 1338, The -
“Exchangs Act of 1934, The court found

Homeweod court did recognize, however,

that under some circemstances arbitra--

tiotr might be appropriate: :
“However, should it develop from
future pleadings and/or pre-trial dis-
covery that the instant action is in real-
v an action on the Franchise
Agreement, this Court does not intend
that this ruling should be a bar to arbi-
-tration if arbitration is appropriate,”4!

T JULY 1995

;. fast-paced envifonment h.gmmhndogy antartalnment
e J o) inany court having jurisdiction.
‘The district court found that the trade-
.. mark infringement issue was within the
..: seape of the broad arbitration agreement
..and granted defendant’s motion.

In U.§. Diversified Industries, Inc, v.

~Barrier Coatings Corporatian,* an action for

breach of contragt and trademark
infringement, defendant moved to stay
proceedings in court pending arbitration,

- The arbitration clause was broad:

“*Any dispute ansing hereunder shall
" be settled by arbitration . . , according
tor the commercial arbitration rules of
the American Arbitration Association
and any award theérein may be entered

Ly

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

 dispute agreement and manifest the need

for care in draftmg such clauses to effect
the parties’ intent. The issue not yet
definitively resolved is whether or not a
naked claim for trademark infringement
under the Lanham Act is properly the

_subject of binding arbitration. In light of
- the recent judicial trend, the answer s
- likely to be in the affirmative.

Fadaral Antitrust and Securities Laws

The more recent decisions congerning
the arbitrability of issues under 1.6,

- antitrust laws and securities laws are like-
- ly to weigh heavily in future decisions in

favor of the arbitrability af inteliectua!

-property issues. As with intellectual

property claimy, United States courts
onge generally held that claima arising
under the foderal antitrust, securities, and

RICO laws were not arbitrable for public

policy reasons.® Recent Supreme Court
decisions, however, have rejected public

" policy as & justification for holding fedér-
-al antitrust, securikies, anwd RICO claims

norarbitrable

W Scherk v. Alberto-Crulver Co.,% the
Suprenme Court upheld the arbitrability,
with respoect to an international arbitra-
tion agreement, of claims based on allega-
tions of fraudulent representations as to
‘the status of trademarks, and arising
under Section 10(b) of the Securities

that public policy mandates this result
because without a “contraciual provision

~specifying in advance the forurm in which
" disputes shall be litigated and the law to

be applied,” the “orderiingss and pre-
dictability essential to any international
business transaction” would be impossi-
ble to achieve.t The dissent rejected arbi-
tration for Scction (b} on stetulary and
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ublic policy graunds, bul interestingly,-
’ g&l;ted that “[ilf & question of trademarks.
were the only one Involved, the principle’

of The Bremen v, Zapata Off-8hore Co. %7
(avoring forum selection), would be con-

trolling,” i.e., arbitration would be.

allowad.- ¥

": _neld that public policy did not preclude
" atbitration of a dispute arising under the
_1Imited States anbitrust laws, at least in the

T international context. The Mitsubishi court
"did not address the arbitrability, in the.

© 1.8., of domestic antitrust claims. This

teft at least three public policy-based::

icsues unresolved: (1) whether the avail-

ability of treble damages in domestic

" antitrust actions would preclude arbitra-
tion; (2) whether upholding pre-dispute

*agrevients to arbitrate dormestic disputes:

would violate public policy; and (3}

‘whether “the parvasive public interest in ..

¢ enforcement of the antitrust laws,” and
- previously uniformly followed by the
© Courts of Appeals, would continue to
preciude arhitration of domestic antitrost
claims in general. Each of these questions
has been addressed by T15. conrts.

s Treble Damages. In Mitsubishi, the
Supreme Court ruled that, even with the
availability of treble damages, interna-

‘tional antitrust claims were arbitrable. -

‘The court emphasized the compensatory
- fanction of treble damages in antitrust
1. ¢ases over the penalizing and deterrent
- function of such damages. The court con-
-~ cluded that “so long as the prospective
- litigant effectively may vindicate its statu-

tory cause of action in the arbitral foruwm, . - .
o the statute will continue t¢ serve buth its

~remedial and deterrent function™
In later decisions, the Supreme Court
. angd uther courts have extended the rea-

soning of Mitsubishi to the domestic con-- -

- text, In McMahen, the Supreme Court
addressed the arbitrability of a RICO

. elajmy, in light of the treble damages avail-
- - able under RICQ, The rourt found noth- .

- dng in the RICO statute or legislative his-
tory excluding RICO claims from the
Tederal Arbitration Act. The court-
invoked Mfisubishi and rejected the con- -

- tention that public policy precluded arbi-
- trating

modeled on the antitrust statutes and saw
no reason to preclude an arbitrator from
. awarding treble damages, or to allow the
. treble damages provision of RICO o pre-
.- clude arbitration of RICO claims.

Treble damages appear to be arbitra-’

. ble in domestic antitrust arbilrations aw

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

‘Retirement Income Security Act {

s RECO claims. The court nited that .
.. - the RICC) treble damages provisions were

“Triumph,®* the Court of Appeals for the

Second Circuit stated in the context of 3 .

“RICOy arbitration that the arbitrators
oould treble their award if they found an

antiirust violation. Indeed the court went

“further and stated that in an appropriate

. “¢ase arbitrators could enhance their -
In Mitsubishi, ¥ the Supreme Coust '

award by punitive damages.

_» Pre-dispule Agreements to Arbitrate..
-Prior to Mitsubishi, U8, courts had =
“enforced post-dispule agreements to arbi- -

trate antitrust jssues. The courts analo-

‘gized these agreements 1o settlement w0
-agreements, finding they Jdid not violate ©
‘public policy. On the contrary, prior to -

Mitsubishi, United Stales courts had often
refused to enforce pre-dispute agree- ©-

ments ko arbilrate on the ground that they
" viojated public policy®
The Mitsiebishi Court, in the context of -

that international antitrust claim,

enforced a pre-dispute agreement tn arbi- -
rate, finding that it did not violate public -~ -

policy. This left the guestion of whether

domestic antitrust claims could be arbi-

trated under pre-dispute agreements to
_arhitrate. ' ‘ :

Since Mitsubishi, Us. courts have per-" "

“mitted arbitration of similar disputes
“under pre-dispute agreements, Thus, the -
_Supreme Court has upheld the validity of -

- pre-dispute agreements to arbitrate RICO -
‘claims, securities claims, and Age Dis-
crimination Employment Act (ADEA} - =

claims, Appellate courts have upheld--
such agresments involving Emgiu LB

claims 5

Second Circvnit in American Sufely™ pre-
cluded arbitration of domestic antitrust
issues. Since Mitsupishi, in 1985, both dis-

‘trict and appellate courts in the US, have

yuestioned the continued applicability of

the American Safely doctrine with respect

to the arbitrability of domestic antitrust
disputes,

The courts in GKG Cabike, Inc, v.
Nokiz-Mohira, Inc.,5 and Gemcoo Lafino-

‘wmprica, Fae. v, Sgikn Time Corp.,% rejected

the American Safely doctrine and allowed
+the arbitration of domestic antitrust
issues after reviewing the Supreme

Court’s decisions in Mitsubishi and

McMakon. The GKG Carfbe court stated
that the Supreme Court “if confronted
squarely with the issue of its Ithe
American Safety doctrine’st continued
applicability, would most certaintly dis-
card sald doctrine,”™ The Gemen opinion

(18 to the same effact.

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

RIGA)

s The Pub!ic‘.mtere&r. In 1968, the -
. I

Future arbitration
decisions regarding
the arbitrability of
copyright validity
issues wili depend
upan the manner in
which the courts
choose to interpret
the arbitration
clause.

—— A ———————————
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AN -, s the Court of Appeals for the Mitsubishi, buttressed by Gilmers «gq .
The issue not yet Seventh Circuit stated that “it scems  tate” that the antitrust claims of sppeliog,
e definitivel I unlikely after McMahon that the principle  are subject to arbitration.« o
y . initively reso vad of Mitesbishi can be confined to internas Each of these opnions -3Ckl"ll:w\l'ledgES sl

is whether or not a
naked claim for
trademark
infringement under

the arbitrability of pre-dispute agres
ments o arbitrate, rendering public pgj;,
¢y grounds far precluding arbitration o
domestic antitrust issues moribupg,
Accordingly, it is likely that in the funyp,

Honal tramsactions.” The Court of
Appeals for the Eighth Circuit has stated
Phat Mitsubishi and McMahon “may indi-
cate” that antitrust claims can be made
the subject of arbitration betwaen agree-

e

the Lanham Act is

properly the subject

of binding

arbitration.

e R
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¥ Midsubishi, supra, ke 9, at 614 {public poli
oy does not preclude arbitration of antitmgy
issnes in internationu] context). Rodriguez jg
Cinifus v. ShearsonAnr. Exp., 490 15, 477
(1989 expressly overruling Wilke and fing.

. ing claims under the Becurities Act of 1933

arbitrable); ShearsonfAmerican Express fue. v,
MeMalon {hereinafter MreMahnon), 482 LS,
220 (usfitfinding claims under RICO and
under the Securities Exchange Act of 1934
arhitrable’,

45217 10.5. 506 (21974).

i3 at 816,

07 S0,

H Suprra. note 45, ot 522

™ SII;PW, note 9

Il ok B37.

31924 F.2d 467, 470 {2nd Cir. 1991),

2 For example, Cobb v Lewis, 448 F.2d 41 .
{3th Cir. 1974} "as a general matrer, antitrast
clalms are not appropriate subjects of arbitea-
tlon. Jexceptt ‘when the agreemunt ta arbi-
trate [s made afer the dispute arises” ) 330
L\Bupp. 99 )
A Pritzher v, Meprill Lynch, Pieree, Fenner &
Smith, 7 E2d 111, 1111-12 (3eef Cir. 1993y
Bird v. Sfumrson LelmanfAmevican Exp., Ine.,
926 F.2d 116, 121 (2nd Cir, 1091

> Suprs, mote 43
725 FSupp. 109, 110-113{DP.R. 1939},
% 61 FSupp. 572, 9749 (B D.NLY. 1987)

7 Supra, note 55, at 1L

 §54 7.2 168, 173 (7th Cir. 1958,

3 Sawwnizon = lee Crevn U, o, Corseiv Corp., 942
124 1307, 1310 (Bth Clr. 1981},

™ Supra, nete 18,

™ Sypra, note 54, at 1331,
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_":-rbltrablllt)c. and Enforce'abﬂlty
" in Intellectual Property Agreements
(W1th Form)

by David W, Plant

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

S “AAA to the American Arbitration Association; “ICC,” to the International
Chamber of Commerce; “WIPO,” to the World Intellectual Property Organi-
zation; “CPR,” to the Center for Public Resources (“CPR”) Institute for Dis-
pute Resolution; and “The New York Convention of 1958, to the Convention. -
“on the Recognition and Enforcement of Foreign Arbitral Awards, June 10,

1958, 21 U.S.T. 2517, TLA.S. No. 6997, 330 U.N.TS. 38.

A. Introduction

1. Alternatives to conventional litigation can be advantageous in protecting

.- confidential information. Various techniguzs, when used under the proper
circumstances, have proven effectlve in this regard. However, a technique

that is effective in resolving the underlying dispute may not necessarily

provide long-term protection of confidential information, and thus in thxs
‘ respect may not prove advantageous over litigation.

David W. Plant is a partner in the New York City law firm of Fish & Neave. He is a member of
the International Trade Commnssmn Tnal Lawyers Association and a member of various
. panels of neutrals,

. -A complete set of the course matenals from wh:ch this outlme was drawn may be pur—_
. chased from ALI-ABA. Call 1-800-CLE-NEWS, ext. 7000, and ask for SB41. ' '

)
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Similarly, a technique that offers some protection of confidential informa-

~_tion may not satisfactorily resolve the underlying dispute. For example,
" when conaidermg arbltrauon 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

arb:trabmty and enforceability are not ensured, investments of resources

~ in arbitration may yield disappointing results.

Confidentiality

Confidential information may include substantive information on technol-

"‘ogy, manufacturing recipes and processes, ways of doing business, cus-

" tomer lists, financial information, business plans and strategies, and the

like. It may also include the fact that a dispute exists, its subject matter,

the status of the dxspute, and the terms on Wthh the dlSpute was re-
' solved :

a. The advantages of ADR in protecting confidential mformanon vary

from technique to techruque

. b Understandmg those variations will go a long way in helping business

W people and theu- counsel select and 1mplement an appropnate process

'>'_Ad]ud:catwe Alternatwes fo thlgatton In adjudlcatzve alternatxves to formal

litigation, e.g., arbitration, proceedings through filing of a final arbitral
award may be confidential. This protects the parties vis-a-vis the general -

| public, but it does not inherently protect one party’s confidential informa-

tion from disclosure to another party to the proceeding. On this score, a

. stipulation between the parties, or an order from the tribunal, or even an
order from a court in an ancillary proceeding will be necessary.

" a. Whether such an ‘oré‘ler'may be issued by an arbitral tribunal is not a

certainty. The parties must be fully aware not only of the institutional
rules under which they are arbitrating, but also of the arbitral law gov-

i : erning the Proceedi_ng. For example, for institutional rules:

i. Article 52 of the WIPO Arbitration Rules provides for a relatively
elaborate procedure for protecting confidential information, including
" in exceptional circumstances the appointment of a “confidentiality ad-

~ visor” Also, Articles 73-76 provide for the confidential treatment of all
' aspects of an arbatranon : :
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" Rule 17 of the CPR Rules For Non-Admmlstered Arbitration of Pat-

'ent and Trade Secret Disputes contains detailed provisions regarding

} confidentiality, mcludmg authonzmg the tnbunal to lssue an appropn—

ate order (Rule 17.6).

iii. Rule 33 of the AAA Pate'nﬂt: Arbitration Rules provides only in terse

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

iv. Rule 34 of the AAA Commercxal Arbxtratlon Rules appears to autho-

 rize the arbitrator to issue an award “to safeguard the. property that is

the subject matter of the arbitration.”

v The'current ICC Rules of Conci}iation and Arbitration are silent on
this subject, although they may soon be revised in this respect as well

..as others. .

In addition, regardless of the provisions of the 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 espec1ally true in multl-nat:onal
and mulh—cultural arbitration. ‘ S

;Importantly, post-arbitral proceedings often leave otherwise protected

> information vulnerable as far as public scrutiny is concerned.

i. Thls is true because to enforce an arbitral award against a recalcntrant

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

~doing so, the record of the arbitral proceeding, especially the #rd

itself.'and often the entire‘ r'ecorcl'_,' may not be undet_' seal. '

- “ii. Specific steps must be taken to seek protectlon from the court in

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

Of specxal inferest with respect to patents is sectlon 294(d) and (e) of
;the U.S. Patent Act (35 U. S.C. §294(d) and (e)) Sectlon 294(d) and (e)
~ require that an award in an arbitration. pursuant to section 294 is not
‘enforceable until the award has been filed with the Commissioner of
Patents. This, of course, is not consistent with a desire to maintain

confidentiality.

e,
i b

e

Ve’

F ‘_(4"‘—.\‘
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P

\‘\' - e. Also of interest is 35 U.5.C. §294(c). That section provides, subject to

| ‘agreement by the parties, for modification of an arbitral award of - -*
ent validity, enforceability or infringement in the event of a subsequent
judgment of mval:d:ty or unenforceability with respect to the same
patent. Thus, a court is charged under section 294(c) with the duty of
examining the original arbitral award for purposes of determining

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

- ther opportumty for public scrutiny of information the partles thought
| . ©- . - -‘was secure in the original arbxtratxon : :

v dem————

3 Also of concern is the prospect of a thu'd party’s relying on an eailier
_ award in an arbitration of a United States patent for its estoppel effect
under Blonder-Tongue Laboratones 23 Umverszty of Illinois I-'oundatzon 402

U S 313 (1971)

a. _' Addltzonally, a party to the earlier arbitration may rely on an arbitral
SRR award for its res ]udxcata effect in later litigation.

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

- *°4. Non-Adjudicative Alternatives. With non-adjudicative alternatives to litiga-

"+ tion, the parties have far more control over their problem, its solution,

' and how the procedure of solving their problem will be formulated. Criti-

e -7 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

o _court or otherwise made available to the public in connectlon with judicial
o 'consxderanon of a settlement agreement.

a Nonnal]y, in non-ad]uchcahve procedures (e. g medxatlon), all discus-
“sions between the part:es, 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 mformahon except thh respect to

,spec:fxc issues.

T
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b “Thus, non-adjudicative proceedmgs are much less likely to be the sub-
~ject of public scrutiny, and are less Ilkeiy to put conﬁdentlal informa-

txon on the table.

5 Cons:der some specific mtuat:ons

“a. “Cornventional Medzatzon Customanly, all commumcatrons between the

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

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

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

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

expressly agreed otherwise. Also, various organizations' mediation

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

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

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

Mediation Rules, and Article 11 of the ICC Rules. of Optlonal Concrha-
~.tion.) : o . .

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 sub]ect of legltxmate discovery in ensuing litigation. But the

_ fact that this non- adjudlcatlve process occurred is not in and of itself

“likely to permit a third party to penetrate the immunity that would
_._othem ise protect a party s confldentlal mformatxon

o 'b.'_Court Annexed Non-Ad;udzcatwe Procef'dmgs Court annexed mediation

and neutral evaluation proceed in the same manner as voluntary medi-

~ ation and neutral evaluation. The same safeguards obtain. Indeed, the

" 'judge 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 dunng a mediation or evalua-
tion is confidential and is not disclosed to the judge, except to the

‘extent of advising the judge that the proceedmg occurred whether or

“not the partles participated and the result.

‘-_.c."-'_Summary Jury Trials. In summary jury trlals, the problem of confiden-
tiality is more complex because of the presence of the jury and the
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 courtroom staff. Thus, this ADR technique cannot be easily viewed as
- consistent with the protection of confidential information.

d. Ex Parte Submissions to a Neutral, In actual practice, when each party to a
trade secret misappropriation and patent infringement dispute has not
wanted the other party to continue to be exposed to fresh proprietary -
information of the party, the parties and the neutral (the author) have

- worked out a procedure whereby the neutral received ex parte submis-
sions from each party on a confidential basis, with neither party bemg '
privy to what the other party had submitted to the neutral. This in-

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

* Ex Parte Adjudication of Trade Secret Mlsappropnatxon and Patent Dis-
putes is based on thxs predxcate o _

6 Interested Non-Partzes Often overlooked is the fact that many non-partzes
may have a legitimate interest in the existence of the dlspute and its out-
come, whether ad;udlcatxve or non—ad;udlcatlve '

a. Non-partles that may have a legmmate mterest in the ex1stence of the
dispute are: : : - -

i. Parent corpOratxons, sub51d1ar1es and dmsxons, 5
ii. Prmmpal investors and potentlal mvestors, .
L Indemnitors and insurers; : i
iv. Vendors and c_ustomers;.
v. Partners;
vi. Licesors and licensees; -
- vii. Potential infringers:. |
viii. Government regulatory- and taxmg agenc1es,ﬁ S
ix. Credltors, and |

X, Partles to similar disputes.

"b. It is not difficult to envision one or more of those non-parhes applying
 toacourt for access to an arbxtratlon award the underlymg arbitration
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record, or a settlement agreement resulting from a non-adjudicative
" ADR process. If the court grants the apphcatmn, conhdent:ahty may be
. compromised. _ _

. "'_:c':""Arbitfabuity'aina Enforceability in Arbitration

In dxsputes concemmg mtemaﬂonal commerce, arbltratlon has many ad-
'vantages. But arbitration is valuable only to the extent that the agreement

- to arbitrate can be implemented and the resulting award can be enforced.

| A very important question in international commercial arbitration is

whether an arbitral award will be enforced in all relevant countries, in-

cluding the site of the arbitration and countries other than the country
whose legal system govemed the proceedmgs and the resolutlon of sub-

stant:al issues.-

| The New York Conventzon The- New York Conventxon of 1958 prov:des the

structure to frame that question, but it does little to answer the question

.- with respect to the arbitrability of intellectual property dlsputes--a partlc-

ularly difficult problem.

a. The New York Convention establishes a unified legal framework for the

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

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

_i. The enforcement of arbitration agreements and the enforcemer* of
foreign arbitral awards. It applies to arbitral awards rendered ir any
country other than that of enforcement or otherwise not considered
domestic in the country in which enforcement is sought. New York
Convention, Article I(1). However, under Article V of the Convention,
an appropriate court of a member country may deny recognition and
enforcement of a foreign arbitral award.

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

‘Two of those in Article V(2) are especially relevant to arbitration of
' intellectual property chsputes Under Article V(2)(a) recognition and

© INTELLECTUAL PROPERTY AGREEMENTS. 57
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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 dis-

: '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 pubhc policy of the country.

“iii. 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
* Chiysler-Plymouth Inc., 723 F.2d 155, 164 (1st Cir. 1983), rev'd in part, <73
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'LLS. and Foreign Arb:tmt:on Arbztratwn Out of

Control’ 65 Tul. L Rev 1661 (1991)

- €. Article V(2) is relevant to mtellectual 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 manifestly imbued with the public 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 registered with a governmental agency of the -
_ member ccatry.

ii. As a result, there is troublesome uncertainty about the’ arbltrabﬂlty
of disputes where intellectual property rights are at issue—especially
.when different rights granted by different authorities are concerned.

3.-Rights in Various Countries. New York convention countries have applied
Article V(2). to intellectual property rights such as ownership, vahdlty
- mfnngement and licensing with various results. -

-« .a. Trade Secrets. Disputes regarding trade secrets, know-how or confiden-
tial information are proper subject matter for arbitration in virtually all
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. member countries. Ordinarily, these r:ghts do not arise out of public

e reg:stratlon or exammatxon

i 'I'hese dlsputes are usually private in. nature, arising from breach of

" contract or breach of a duty of confidentiality between private parties.

_ ii. However, if injunctive relief is sought in a trade secret action, as is
_often the case, the public interest will typically be involved. In this

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

. an arbitration tribunal awarding that relief—-both in the country of the
- arbitration and in countries where a party may- wish to enforce the
" award. : . .

Licensing. Generally, dxsputes affectmg licensing or. other contract nghts
. in which only damages are claimed may be referred to arbitration. Con-

 tractual disputes between parties to an intellectual property agreement

are typically arbitrable provided that resolution of the dispute does not

. affect third parties. Questions of interpretation of an agreement, breach
of the agreement, and amounts owed under the agreement are arbitra-

.- ble. This includes most disputes that may arise in relation to the licens-
-, - ing or other transfer of intellectual property rights, including royalty
- .disputes, between private parties. However, resolution of a dispute
- over the validity of a licensed patent, for example, may not be arbitra-

ble in many countries, and thus an award purportmg to resolve such
an issue may not be enforceable.

i A llcensmg d:spute to whlch a government is a party requires special

consideration. Concern for the public interest may be hexghtened when

- a government is on one side of a dispute.

i, Finally, when injunctive relief is sought againSt a licensee in default,

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

.- .arbitrability and enforceability.

Ouwnership. When an mteliectual property right is granted by or regis-
- tered with a public authority, questlons concerning ownership of that

right may embrace public interest issues. Thus, the arbitrability of

.‘ ~questions concerning ownership of an intellectual property right has

been treated differently in different countries. When the intellectual
property right at issue is not registered with a public authority, the

- issue of ownership may be arbitrable if it is not otherwxse affected with

.- the public interest.

P
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d. Scope and Infringement of Patents and Trademarks. Questions concerning

‘'scope and infringem..ii 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 mfrmgement 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 pnb]:c interest or pubhc pohcy does not
‘mandate otherwise,

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

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

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

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

or unenforceable, the pertinent official register reflects that dec:smn to
provxde notice to the mterested segment of the publlc

4 Suggested Contmct Language In countries where the arbxtrabthty of ‘intellec-
: ‘tual property issues is limited, not favored, or otherwise in doubt, the
- ; prospects of enforcing an award that in fact determines only private, com-
- mercial rights between the parties, notwithstanding an underlying intel-
. ~lectual property dispute,”may be enhanced if 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 enforcmg arbxtral awards relaung to mtellectual property
- rights. S

. D. Conclusion

1. With rore~ght and care, you can adopt an appropriate ADR procedure
that will not only achieve the primary goal of expeditious and fair resolu-
tion of a dispute, but also provide reasonable assurances -of protecting

confidential information.

2. What that procedure should be poses an mterestmg challenge that de-
serves your full attention.
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- .APPENDIX
Lo Model Intellectual Property Dlspute Resolutxon Clause
1 This dispute is a private commercxal dxspute between the parties and
. 'affects mtemat:onal commerce. [Pre-d;spute clause: Any dispute arising
hereunder is likely to be a private commercxal dlspute between the parties

. andto affect. mternatxonal commerce.] .

. _‘2 The pames agree that thls d:spute and all aspects of thls dlspute shall
be resolved by binding arbitration solely for the rights of the parties with

respect to one another,

D 3 If the determmatxon of thls dlspute necessxtates the Arbltrators consid-
_-..eration of any issue relevant to the validity, enforceability, or mfnngement
- 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- mfringed -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. 'l'he Arbitrator's award:

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

b. Shall be fmal bmdmg and effectlve 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 having any effect
on any person or entity not a party. - '




" 62 ALI-ABA COURSE MATERIALS JOURNAL

5. The parties expressly agree that judgment based on the Arbitrator’s award
may be entered in favor of, or against, any party in any jurisdiction that the
Arbitrator determines to be appropriate under the circumstances, and each
party against whom any such judgment may be entered hereby agrees to and

‘shall make itself subject to the jurisdiction of any court in which that judg-

ment is entered.

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

award.
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.. ARBITRATION AND MELLECTUAL;PROPERTY DISPUTES
I David W. Plant
Fish & Neave -
. 1ew York, New York
e June1996-
L. INTRODUCTION
| Arbitration is an adjudicative process for resolving disputes. In lieu of a
judge or jury in a court room, one or more (usually, thré,e) private citizens selected o
serve as the arbitral tnbunal receive ev_idenc.;e and hear argument in a.conference:'rqom or
| similar venue, and render a decision, viz. the award.

- Arbitration may be binding or non-binding. Non-binding arbitration, while
__gdjudicativc insofar as the specific arbitration proceeding is éont:em,ed, may"b_e part of a
larger non-adjudicative.process. Arbitration usually is the result of an agreement between
the parties, but it may also stem from an initiative by-a court. (Couﬁs usually 6rder'only'

- non-binding arbitration.) Arbi&atioh may be administered by an,i_nstitution and subject to
fhé institution’s rules, or it may be administered by the parties themselves subject to rules
the parties create, or it may reflect elements of both. Even in institutionally administered
: .arbit;ations,_it_ is not uhusu_al for the parties and theA arbitrator to-agree to depart from the
administrative institution’s published rules.

An arbitrator’s decision is embodied in an award. Ifa party is concerned
about collateral estoppel effects of a bindingrarbitral award or other adverse commercial

. effects (e.g., revealing confidential information or providing a road map as-to how not to

infringe), a reasoned award may not be desired. Also, conventional wisdom in the United.
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States suggeété that a reasoned a;vard may be more susceptible to inodiﬁcatién or
vacation by a court than a Barc "ywiﬂ-’loSe'_'_ award.
Because arbitra.ti.o\n is us;uall):r the product of ax: agreement between the

parties (especially, binding arbitration), the parties can set the course 'of the pcheedings,
agl'ee upon governing law and applicable fules,’ specify issues, ﬁx time limits and define
the scope of the arbitrators’ authority. A full uiiderstanding by counsel and client, and
~ the arbif;ator, of_theSe.dhneﬁsions and their implications is necessary o the efficient,
expc‘_ﬁtious and equitable use of arbitration. |

. The right to appeal a binding arbitration aQa’r& is severely limited by

legislation and by judicial opinion. Under some circumstances in the Unitc;i States, that
» _right may be modified by the partie.s, —~e.g, A'eﬁlarged so that a court or another tﬁﬁun"ai

~ may.perform a more typical role in ascertaining whether an arbitrator’s ﬁndmgs 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 fairness. Arbitration has éomé_tiiﬁ'es receive& baa 'p'ré‘s's,
~ occasionally because an arbitrator appeared to split the baby (an exaggerated impression
/in many cases). But a more severe drawback may be an'arbitrai'tbr’s' permitting the
‘proceeding to expand and to absorb as much ﬁme{- energy ah_d' money as the COmpléx' o

litigation it was expected to supplant (a matter of substantial concern aud severe
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 consequence). Fortunately, thisiresult is not at all inevitable or even likely if the

arbitrator is. §elccte_d with care.
. Arbitration has proved to be practicable, and ef’ficiently and effectively so,

in resolving intellectual property disputes. It has been utilized in lieu of litigation world-

‘wide, and in the United States, in licu of Patent Office adjudication. It can continue to

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

should be, tailored to fit their specific needs.

. WHEN IS ARBITRATION APPROPRIATE?

. - Arbitration of intellectual property disputes is appropriate :under many

~ circumstances. They include licensor-licensee disputes, joint venture disputes,

technq}g'g_y_: transfer gli_sputcs,. infringement disputes and the like. This is true whethei' the

arbitration is binding or non-binding.
'Ax_'_bitrat_ion is not suitable in counterfeit situations.or other circumstances

where immediate injunctive relief is needed, or in situations where a legal precedent is

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 intemational situation, local courts may or may
not be available, and if available, ju'dgmen_ts they render may not be enforceable as a

practical matter,




o It worthy of note that the World Intellectual Property Organization’s
Arbitration and Mediation Centre in Geneva is currently ¢irculating for comiment draft
~~rules intended to provide for iJnmEdiate'-‘(i.e. “24 hour”) in’t’e_n'm relief in binding
-:a.rbitration of intellectual px_‘0p§rtyf disputes. Other arbitration institutions are also -
 considering this issue. 1t is likely that the WIPO rules will be in place in 1997. Whatis

 not clear is whether or not they will be utilized, and if so, whether or not they prove to be

 practicable. Clients and counsel should keep an eye oh--deﬁélbpméhfs'bh;ﬂﬁs;‘ front and |
give thorough consideration to utilizing the WIPO immediate interim relief proced_ute in
situations where it may be efficacious. ’Ev'e.n'w}iilé' promulgation of the WIPO rules is
pending, clients-and counsel can use the proposed rules as a model for their own
N agreement providing for immediate interim relief. < e

In binding arbitration of intemational intellectual property disputes, S

attention must be paid to thether or not the subject matter to be arbitrated is indeed
 arbitrable, and to whether or not an'arbanI'aWérd'With respect o that subject matter will

be enforceable in relevant jurisdictions. In the United States, statutory authority permits

‘binding arbitration of virtually all issues relating to United States patents (35 US.C.

§:294; also, § 135(d)). There are exceptions, but they are rare ?-"élt'hdugﬁ the parties
themselves may agree to exclude certain issues from the binding arbitration. Tudicial
opinion in the United States has assured that all other intellectual prd;penj issues (ngT .
trade mark, copylight, trade secret) afe also the prop?r subject of binding arbitration,

However, such overall authorization of binding arbitration of all intellectual property
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" issues isi)lainly not ‘a'-_universil phenomeﬁon. Aééofdingly,' 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 relief) or legal barriérs (e.g. patent validity is not arbitrable in a

" relevant Jjurisdiction), arbitration is abundantly appropriate in connection with intellectual
. property disputes. Among its virtues, is the ability of the 'par.ties'"to' select the arbitral
- tribunal, the arbitral rules under which they will proﬁéed, the schedule on which they will
~ proceed, the venue for the proceedings, the issués to be arbitra"t’ed,”tlie poWér'and .

authority of the arbitrator and post-arbitration procedures. |

Also, the New York Convention (The Convention on the Recognition and

. Enforcement of Foreign Arbitral Awards, June 10, 1958, 21 US.T. 2517, T.LA.S. No.

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

settlement of disputes arising in international commercial relations. Approximately 120

.countries are signatories to the New York Convention. The Convention provides a

vehicle for enforci.ig binding arbitral awards that coun jhdgrnénts do not enjoy.

~ Accordingly, it is attractive for nationals of signatory countries to arbitrate rather than

litigate international commercial disputes, I:_iecause (assuming arbitraBility and

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

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




Lastly, arbitration can and shodld_be-considered both before:an intellectuél
| p_njc_jpeny dispute matures and after the dispute matures. Arbitration clauses in agreements
”.rela_irzing to mtgliectual property transactions are commonplace, especially in -mtemaﬁonﬂ
n'gns_agtipn_s. And arbitration after a dispute arises, if properly designed and conducted, is

often a salutary way to resolve differences.

| 1. SOME CONSIDERATIONS WITH RESPECT TO ARBIT. RATION CLAUSES
| | i Arbi&atio_n clauses in _interﬁaﬁonal commercial contracts, or in domestic
.c.ont.r_acts, _rgl_at_ix_;g to intellectual property matters are lypically mﬁong the last to be
considered, negotiated and agreed upon. Acéordingly, such clauses often -s:liﬁ'cr from
_ short shrift. W}ﬁle an arbitration clause ought not to be a deal breaker, a thorough -
_@derstanding of g:bi_tration and its applicability to the potential dispute can enhance the
pr.ospects.of settling on an arbitraﬁon..clause that effectively leads to resolution of the
| _ ﬁotenﬁa;;dispgtg with a minimum of ancillary proceedings and a maximum of satisfaction
.(at.leas.t .with @e__procgeding itself, if not -- from the loser’s _perspectiye -- the outcome).
o Pos;—disput:__arbitration agreements s_t.andrin:vividfcontrast to p.c-dispute
a_r}_)_itrgtin_n c_lau;es__ in_agregm_ents with respect to which dispute resolution is a tertiary”
- concern. In ppst{-dispgtp situations, the primary o_ﬁject ofz_tlhe-: agreement is to fashion a
| | wp_rka_blq dis_p_u__te rcsol-utiqn mechani;m. However, because the emotional environment
may be___s_qper_ chargcd‘ as result of the dispﬁ_t_e_havirjg matured, negotiating a post-dispute

clause carries difficulties of its own.
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- In any event, clients and counsel should have in mind points of substantial
- significance when negotiating an arbitration clause, whether post-dispute or pre-dispute.
'~';:Som'e of those points are referred to below, primarily in comecﬁon with binding
arbitration, - |
" First, what rules are to govern the proceeding? This is among the most: -

- important considerations, because in pre-dispute clauses th.ere is a tendency tousea -

boiler plate clause that leaves to specified institutiona] rules the entire burden of shaping
the procedure--from commencement of the arbitration through final ‘a§var‘d.‘ This may be
entirely satisfactory in some circumstances, but clients and counise! should be ﬂxoroughiy
- familiar with the rules invoked and thoroughly aware of what "they'aje:'agreéing to.
: .'-JSec'ond, should the arbitration be administered by an arbitral institution?”

- Should itbe ad hoc? Should it be a hybrid? For the less sophisticated us'el_'s," ST
2 \administered-arbit.rations probably serve useful functions. For the more rsophistica'ted'
users, it may be more appropriate for clients and counsel to fashion their own procedure,
rules, schedules and the like. |

“Third, what issues are to be resolved by the arbitral tribunal? Itis =
especially important to understand whether the arbitral ciatis’e is confined to contract -
issues relating only to ;breﬁdh-of the contract in issue, or whether the clause is framed so
as'to’ embrace all issuesarising .Enit of any .transaction related to the contract -- mc!udmg ”
tort causes of action. It may also be salutary to: give thought to whether the dispute caﬁ
be resolved by a:bitrating fewer than all possible issues, thus foéussing ona speciﬁed,

7




- dispositive issue requiring less time and less expense for resolution than an all-out arbitral |
N war would engender.
_ " 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, clients and counsel should consider assuming full control of the selection
of arbitrators; leaving to an institution or other entity the power to select only in the event
-of intractable disagreement between the parties. ‘Indeed, as the author’s own experience
confirms, selection of the arbitrators can be the subject of a separate mediation process

3 Ewheré necessary (e.g. two party appointed arbitrators:can mediate with clients and -
~ counsel the selection of the chair). On this score, it is important to anticipate the - -
difficulties posed by multiple party arbitration and the appointment of party appointed
" arbitrators. -Thé parties should agree as to the alignment of groups of particsforfpurposés
of selecting _pMy—appohted arbitrators, or if agreement is not possible, leave appointment
of g_l_l arbitrators to an arbitral institution. . |

Fifth, are party appointed arbitrators to be neutral and independent? In.

international commercial arbitration, thé custom is ﬁ:at all arbitrators are neutral and
independent of the appointing party “Of course, there are exceptions. Also, in domestic
arbitration m the United States, it may be perfectly acceptable, indeed expected, fora.
- party appointed a_rbit;étor to act as an advocate for the appointing party, Thus, clients :
and counsel must be very clear on the ground rules that will govern conduct of party .

| appointed arbitrators. This i)cgins_ with the selection process .and continues:through
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.. rendering of the final award. Fér-exa_mple, candidates for appointment by a party must bé
very circumgpegf in pre-appointment interviews. And after appointment, the arbitrator
and all others concerned must be very clear on the party appointed arbitrators rights and
qbligati_éps vis-a-vis the appointing party. | |
- Sixth, where is the arbitration to be held? A country whose laws and
.practices are hospitable ’to arbé_tration should be seleéted as the situs. Cultural .-
considerations may dictate situating the arbitration in a country different from any
f:ountry of which a party is a national. Thi§ may.‘ pose nice issues with rcs;?ect tp ‘multi-
national corporations. Often, the site of the arbitration it is simply a matter of
cényepience, for the parties, witnesses and arbitrators (and sometimes, coux_i'sel)., The law
-of the situs is not to be overiook?d; If the arbitration clause or agreement is silent as to
- governing arbitral law, the law of the situs will usually control. .-~
| Seventh, what wﬁl the schec__iule be, and may it be modiﬁe&? ‘There should
bea schcdhlc. If there is none, the arbitration may unexpectedly extend far into the
future. Some arbitral institutions and some institutional rules specify thesch‘edt_x]é.
Others are silent. . Typically, it is u,‘p-to the parties - arbitratioh isa .crcaiur.- of agreement
-~ and the parties can fix and can modify the schedule.- Not onlythe parties but also the
. arbitral tribunal should agree to the schedule.. An open-ended approaﬁch;- eSpAecially -
| - without written commitment from the tribunal, may lead to intenninable-'proceeﬂings,' v

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




©Eighth, what information will be exchanged before the evidentiary hearing?.

United States counsel are accustomed to extensive discovery. Counsel in other countries
- are not. -The parties and their counsel should understand fullv what will occur on this
 score, and what the consequences will be of failure to provide information called for.
One consequence may be that the arbitral tribunal will draw inferences adverse to a party
that fails to produce such infomﬁtion. ‘Also, the: clients énd-'c:ounSéI should understand
that the applicable arbitral law, the composition of the tribunal and the customs of the
jurisdictions in which counsel normally-practice all may lend a specific and Speciﬂ a
character to arbitral proceedings. That is, the samie arbitration under the same arbitral
- rules may be 'enFirely'diﬁ'erent.procedurally, r'd_epending.on fhe composition of the tribunal
and the :b‘ackgrdunds.of counsel. For example, a tribunal with Swiss national as chaif |
may be far less generous in perxnitting-pré—heaﬁng discbvéry'than a tribunal with an
American chair.
~Ninth, what will happen at the evidentiary hearing? Clients and counsel
- statement, followed -y cross-examination by counsel, or follow'éd‘6nly'by:'inquismdri by
the tribunal. They should understand also how miuch time will be allocated to the
eﬁdenﬁary'hearing, and also whether pre-hearing briefs, post-hearing briefs ororal
argument will be penni-tted.' E |
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 a:é.cgnﬁdenﬁal.-,. This vie\‘;-'is not altogether sound. Arbitration pr_occé&ings- are
ﬁsu_ally pﬁvate. The parties can enter into ag_rgementé to preserve the confidential
character of -prol_)_riétary.h_lfonnaﬁon that one party may disclose to another. A tribunal

| may refuse to order disclosure of one party’s confidential information to another party.
Butlwhat about the outsidé‘world if the award is to be:taken into court to be :_eﬁforced? It
is,_cn_tireiy likely that the award will be a matter of public record. (Unde;' 35.U.S.C. -

§ 294(d) and '(é._)_,_. 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 abbut interested
'-non_—pa_xﬁes? Non-party licensees, competitors, ve_ndprs, customers and future litigants

" may have a legitimate interest in learning the outcome of the arbitration. So may
govgnunent.a_gencies (e.g. antiu'rt'x'fst_jauthoﬁt_ies.,: tax authorities, other regulatory
.autho_n'ties), indemnitoxfs, private investors and related companiés,, such as parents. In
.short, ._clieﬁts and counsel can take steps to insure protection of confidential information

. between the parties, but they should not count on the award or the record of the

" proceeding remaining out of the public’s reach. -

- Elevgnth, what remedies will be 'avai.lab.le? -Those who have foltowed

- reported judicial opinions in the United States will know that there is a vigorous debate in
some of the 50 states as to whether an arbitral tribunal has power to award punitive -
.damages.._ This question arises in other jurisdictions also. But what are punitive .
damages? In the Uni;ed States, simply because damages may be increased (typically, up

 to three times), it does not follow that the increased damages are punitive. The United

1
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States Sﬁpfeme'Court hasi emphasized the compensating function of increased damages in
antitrust matters, over their punitive and deterrent function. Also, depending on the |
“United States :intell'ec'tu'al property right in question, enhanced damages may or may not
be regarded as puﬁiﬁvé (c.g.increﬁsed'dainages under tht; patent act are pur:iﬁvé;
' increased damages are awarded in trademark cases under the Lanham Act only if not
punitive; enhanced statutory damages in copyright infringement actions emb'bdy both
" components). In addition, clients and counsel must be alert to the forms of relief that
. . tnay-or may not be avéiiﬂblé-?ﬁhderspec‘iﬁc rules or spécific governing law. Monetary
-damages; may have to be awarded in a specific currency. Only limited forms of equitable
relief (e.g. permanent injunctions, specific performance) may be available. S
-7 Twelfth, what form 'sh_ould the award take? :In_the United States, many o A

binding arbitration awards have been naked win-lose awards, '\’&ithout-reasdn's. In"
_ ‘international arbitration, a reasoned award is more likely to be rendered. In ﬁoniplex’ -
intellectual propefty disputes, the parties may want a-reasoncd"aWard. However, there are
circumstances in which a reasoned award may be manifestly undesirable. For example, a
patent owner may not want the reasoned award to p.r"oir'ide” a roadmap for designing a non-
. infringing product, neither party may want to risk collateral estoppel effects of a reasoned
awarded, and neither party may want the ’awgrd to reveal confidential information, if
through judicial -enforc-emen't proceedings or otherwise it b‘ecomés available to non- i

. parties.
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/i .. Thirteenth, what ther elements of an arbitration might be addressed in an
arbitration clause or agreement? The answer is any number. Examples are the language
_ for enforcement of the award, specific procedures for seeking relief from the award, .

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

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

- IV IS AREI'_I‘RATION UTILIZED IN lNTELL_E_CTUéL .PR('):_PERTY DISPUIES?

. The answer is an unqualified yes. . | |

. Clearly, litigation is thc preferred, and sometimes only, route for resolving

mtellcctual property disputes. _:&!50, other ADR mcghanisms, such as med{a;i_pn, are
becoming mcreasmgly attractive. | Nevgrt}\elcss, both administered and ad hoc arbitration
have been, and are being, utilized. |

It is. diﬁjcylt_tb assess the number of ihtellcctual"property disputes that are
thesub_;ect of arbitration. Cn_e reason is the confidentiality that shrouds:such
proceedings-—af least up -to a point. Another feaSoﬁ is th_e difﬁgul_ty arbitrc. iﬁs_titt__xtions
experience in attempting to clas_si_fya_rbi_u'atiqhs_jniﬁated under their auspices.
Notwithstggding this situation, it seems fair to say that substantial numbers of intellectual ‘
ptppeﬂy_d_isput¢5. hav; been the ‘sub_jeq; qf arbitration .proceedings in recent years. The

‘number is likely to be signifi_cantly larger than institutional statistics would suggest, = -

13




" because intellectual property issues are often a component of international commercial

B disputes that are not 'claSSiﬁed‘by-ihStitutidn’s’ as "intellectual property” disputes. e

~This returns us to the pomt made in Section II. regarding arbm'abnhty and
, unenforceability. Even thOllgh a dlsputc being arbltrated appears to include an

* intellectual property issue as‘a nunor'component, clients and counsel should be‘awm"e of
the potential impact on the enforceability of the award overall. For example, if the

arbitral tribunal rules -- as a part of a larger award -- that a government granted

intellectual property right (e.g. a patent, a 'r'egiste'_red trédehiark) is not vaxid or otherwise

is not enforceable, all concerned must be alert to the impact on the award if that
| - intellectual property ruling is held by a court to have been outside 'thé:pdwgr of the
_ arbitrators under the arbitral law governing the arbitration, or is held by a court to be -

;._.-.,pnenforcéablc‘--in"'ﬂle jurisdiction in which enforcement of the aWhrd is attempted.

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

intezlle'Ctuai property vrgarizations.’ | | |

| . ADR providers in the United States include organizations such asthe
. American Arbitration Association, CPR Instifute for Dispute Resolutionand
JAMS/Endispute, andfﬁe'lse'where_ in the world, such organizations as the International
Chamber of -Coﬁﬂﬁerc’é'in"Pmis;' the London Court of International Arbitration, Chartered
~ Institute of Arbitrators and Centre For Dispute Resolution in London, the British

14
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Cb_l_mpbi,a_} International Commercial Arbitration .Ccnt_er_ in Vancouver, and others such as
the Stockholm Chamber of Commerce, China International Economic aﬁd Trade .
Afbitration Commission, and International Arbitral Centre of the Federal Economic
Chamber in Vienna, Among these orga:;izét_ions, only the AAA and CPR seem to have
L _p;'qmulgatéd rules, or model rules, directed specifically at arbitra_t_ion of intellectual
| property disputes (e.g. AAA Patent Arbitration Rules, CPR Rules for Non-Administered
- Arbitration of Patent and Trade S_ecret Disputes, CPR Model Agreemeq_t_ for Ex Parte
. .,:Adjt_x_dicatiqn of Trade Secret Misappropriation. And/Or Patent Disputes). This.is not
nebessaﬁly of high moment. All ADR providers are aware of and are considering special
issues associated with intellectual é;opcfty: disputes.and are prepared to prgivide
. -a;l?itiquiéh;serviqes 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, and the CPR Non-Administered Arbitration Rules.
| The CPR Médel Agreement for Ex Parte Adjudication of Trade Secret.
~ . Misappropriation And/Or Patent Disputes is of esbeci_al- interest in conncc-tion'with- non-
binding arbitration of disputes in which each party desires to insulate its proprietary
‘information from the qther party. This model agreement may illustrate useful procedures |
- not ;ypica_.l_ly empl_oye;i, but nevertheless of real practicability.
| As for intellectual property organizations, the World Intellectual Property
| IOrganization seems to be the only organization to have established an arbitration and

15




" mediation center and promulgated rules for the i:)ﬁrpoge of providing ADR services
speciﬁcdlly‘ for the intellectual p'roperty'cdnim;tnity. The WIPO Arbitration and
Mediation Centre ¢ame on line in October 1994. Is director, Dr. Francis‘Guﬁy, has
. assembled a pén'el of poteniial neutrals numbering over 400 persons from around the
world. While at this writing WIPO Arbitration Rules may not have ‘gov'erﬁé'tf any specific
- proceeding, those rules have been incorporated into 'dispﬁté"i'e"soluﬁon clausesin.
international agreements and will in due course be applied. Af the same time, the WIPO
Centre has consulted with and provided informal services to many disputants around the
Cworld, | -
e Other intellectual property Gtg@izaﬁons have assembled liét_"s“’df potential
neutrals. For example, in conjunction with CPR, the Iﬁté’fh&tiﬁnal Trademark Association
has Bévéloped a p’an_éi of potential neutrals with expertise in trademark law and related
subjects. "And the Am]e’ricaﬁ Intellectual Property Law Association has assembled a list of
more than 100 potential neutrals, togethér with background information about sach.
Neither the CPR/INTA p‘anél'nor'the' AIPLA list is meant to imply that either INTA or

AIPLA will themselves administer arbitrations. =
VI < 'CONCLUSION = =
We have skimmed the surface in this introductory ;pie'cé', leaviﬁg many

~ issues unmentioned and many questions unanswered.
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But perhaps enough has been written to suggest that arbitration; if well

designed and properly implemented, is indeed alive and well as an intellectual property

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

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

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

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

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

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

they realize that goal is a function of the thoroughness of their understanding of the
nuances and their willingness to address those nuances in their arbitration c:l'ause or their

arbitration agreement, and then to implement that clause or agreement in a rational way.’

17
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:%35_U.S.C. § 294. Voluntary arbitration ..

(a) A contract involving a patent or any
right under a patent may contain a provision

 requiring arbitration of any. dlspute relating to

patent validity or infringement arising under the
contract. In the absence of such a provision, the
parties to an existing patent 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 equlty 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

..8ection. 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
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with the Commissioner, ahy_party to the proceeding
may provide such notice to the Commissioner.

 {e) The'aWard‘shall,befunenfdrceable until
‘the notiCﬁ'*ﬁquired‘by‘?ubSec;ion (d)_is_rQCeived

by the Commissionexr. |
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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

And Intellectual Property Disputes

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 - ot i
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- L SIXPH FT IATI

A Getting to the table.

B.  Preparing for the process.

C. Initial sessions. ...

PR

1. First joi_:'iti sgs:‘sidfr_;._j o

2 First private session.

D Subsequintsissions.

E. Closure, viz. "End Game".

F. | Post-Mediation.

.. Copyright D.W. Plant, NY, NY 1998
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. GETTINGTO T
A - Prepara‘_tio_n_ -
i.  Knowall parti.és' real fﬁtéféStS arid'\'re“él'ﬁééa&.
2. Know your BATNA, and the éth‘ér pa:rt.iéé'.BATNA'.s;.
3 A dlsputels an opfndﬁ_uni_ty to cil'ea.texvalue. |
| 4.- Know the ADR menu. . -
5. Be creative; fit the process to the fuss.
6. Post-dispute more difficult than pre-dispute. “
B. How to break the ice.
A Court rules.
2. Professioﬁal res_p_oqs_ibiiity..
3. - Clients pledges and commitments.
4. Client's policy.
5. Commdn sense.
6. Who?
a. Party to ;.party.
b. Lawyer to lawyer. _‘ o
C. Neutral good offices.
7. .

Your adversary must be your partner.

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

The parties have agreed to (pre-dispute or post dlspute) ora Court has

A

ordered (post dispute) med:atlon N

Thg medxat_or_. -

1. Parties and counsel jointly select the mediator (desirable); or Court
“orother institution selects the mediator (not desirable).

2. Know your med_ia_tor_' a
a.  Reputation. =
el "Soiile’chai‘écteriStics."""”"‘”

(1)  Patient
(2)  Diligent
(3)  Sensitive
(4) - Flexible
5) " Creative = om T
(6)  Trustworthy
7(:7) | Authoritative
(8) Even-handed

c. -Competence.
(1) Subject matter.

@

Process
(a)  Experience.

(b) Training.

07/06/98 1245 pm
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L4 Syle

(1) - Facilitative.

"+ (2) .- . Pro-active and evaluative.

€. ... How does the mediator manage personal interaction?

. f... Sources of information.

(1)  Institutions.

(2) Colleagues. . . - -

The mediator communicates.

&)

_Joint telephone conference with counsel.

Emphas:zes that whatever is in dispute, this is 2 problem to be
solved as partners, not a war to be won as adversaries,

Contmues transf‘ormat:on of adversanes mto partners.

a _. Fundamental shil® in v1ewpomt

b At least in formulatmg and proceedmg throug,h the
mediation process.

Explains process.

a. Process. . .
b.. - Journey. . .
. €. Negotiation. . - .

Is alert to semantic issues.

a E g. "bmdmg“ medlatlon

b. Eg medxator wzli decide what's right for the parties.

‘ 07.06/98 12:45 pm
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10.

Participants to negotiate in gcod faith and with candor.

Explain who must be 'present‘ and their roles.

"4 Parties -- principals; authority to settle.

‘b " Courise! -- counselors; not necessarily litigators.

c. Thiird parties -- insurers; indemnitors; partners.
Schedule.
Confidentiality. -

Pre-session Submissions -- briefs.

“a. " Positions
b Real inte’résts_a:i& needs.
() BATNA

(2)  Becreative and be objeptive; ,
“ (3 Do you need litigation? -

(4) Isthere a business relationship to be preser~d or
created?

(3)  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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‘e - Assess the strengths and weaknesses of both sides'

positions.
f Condﬁcf an f:abjective litigatioﬁ risk analysis.
g. iridxidé ‘the. féw mét.erial eXhiiSits,
h. C!alarify.;w‘ﬁetﬁél-' L;fefg.iare in confidence and ex parte to

mediator, or are exchanged. -

11.  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.
13.  Written agreement.

a. ‘Deal with these and other issues.

b. - Parties' consent to mediator.

‘Ethics ---Responsibilities of The Mediator

I No conflicts of interest!
s ;\ctual.f.-
~b. © Apparent.
c. Must immediately notify of any change in ;e,ituétion.

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

a. _Past engageménté. -
b Present engagements.
..c. .Fl.l.lﬁ..:l‘l'.e e.nga'aggmént's:
d. - firrﬁ'ﬁ.éngagemént_s o

(1) - CPR model-agreement.
.:(2) - QOther Clauses.
e. - - .Fees
~ (1) " Hourly.
(2)  Lump sum -- approximate value of case.
(3)  Whopays? When?
~f.. . Powerimbalance. =
1)  Large v. small.
+.(2). - Party represented by counsel v. pro se.
(3)  Wealthy v. poor.
(&)  Sophisticated v. unsophisticated.
(5} Eastermv. Westem.
.(6) .- “Europeanv. U.S.
g Not jﬁdge.
h. Not a party's attorney.
1. . Not party to a crime or fraud.
o Ali information_qonﬁdential.

07/06/98 12:45 pm
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v 3. Immunit’y_;”

a. Suit.
b.  Subpoena. ;
4. Mediator to mahégé' 'prdcess. o
| a.  Substantive pfbbieﬁi'is the parties’ problem to be solved by
~ the parties. B
b. . Mediator has to guide and keep on track the problefn

~ solving process; does not solve the substantive problem.

C. May have to mediate re the mediation process.
‘5. Mediator as arbitrator.
a. ~ This process,

b. Later dispute.
6. Arbitrator-r.as mediator,
7. Mediator will withdraw.
a.  Ifconflict of interest.

b. If parties not participating in good faith.

c. If clear mediation will not be successful.
d. If mediator wouid be party to a crim'e) or fraud.
E. Role of Counsel and Parties in Preparation.
1. Must understand mediation -- know what to expect.
a. The yariﬁtions on the themes.

b. The pros & cons.

07/06/98 12:45 pm
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Understand all counsel's and all parties' negotiating techniques. . LA

P

a. Principled.
b. Scorched éarth.;_c o

Beware misconceptions.

~a. Mediator's power - not a judge.
b. Injunction needed -- still can settle.
- '.:‘ c. . _Intéllg.étual property right invalid or unenforceable - still t;an
 settle. o '
A Iiﬁtré.bté;ﬁlé: parties — still can settle.
e One party ‘é'é'ek:ing'diécld\?ei‘y’-.- still can settle.
f - One party si'gn'al”in'g Wéakness -- still can mediate fairly.

07/06/98 12:45 pm (
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/ IV, (THE Flgs‘r JOINT SESSION
A, Amenities.
i Rooms.
2. | Coffee.
3._ Telephones. -
4. Mea.l_‘s.__
5. Thetable.
6. Courthbusﬁ v. priyétg__ofﬁqg.._
'.  B. . Introductions.-
1. Everyone present.
2 Part_{ires_ sgg_ted_ next to mediator; counsel not next to mcdi_ator.
[1 ) 3. ' __ EirS‘.".-?éﬁe_S-, -.
a. Usually./
b Eventually.
¢ Evenmediator.
C. Mediator explains process.
Repéats'es's'énc':e of préii:m:i;ng_ry ';elephone conference.
2. | Necessary because new participants, viz. the parties.
3. Emphasizes .pr.o_b_lem to be, solved by parties working togéther.
4. ' Confidential.
a. The process. -
S b. Mediator's notes.

' U0G/R 12:45 pm
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10.
H.
12.

3.

14.

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

Mediator facilitates; not evaluates, unless Jomtly 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 be pfeoated to participate.

- Solutions to difficult problems call for creativity.

If court-annexed court will fiot know what satd by any party

a. Mediator s:mply reports that’ partles met and settled or did
not settle.

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

Ground rules.

~a. Thisis the parties’ (more spec:tﬁcally, the principals')
B ""process
'b.  Challenge positions, not persons.
el 'Always focus on potential solution.

i 07/06/98 12:45 pm
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a.
b,

C.

d.  “The mediator will magage the process.
(- Imermption;not be permitted.
"(2)° - Each party may be asked to restate other party's
position and other party's real interests and needs.
(3)  Explore options; brainstorm without judgments.
+D. " Emotion |
1. Canmundeep.
as {:Anger- -- other party is unfair, immoral and vindictive._
b. Distrust -- ofher':"pérty"is liar: has breached a contract; has
| bctrgye_d a trust hasﬁ_fail_e__;i to pay. |
e Dislike -- personal animosity, can't stand to be in the same
T room St
d - ’J_)Strat'e‘gié--l for competitive purposes; anger as a negotiating
tactic. B o
2. _Exp_resscd ip_ghalleng_eg to
a. Past and present positions. i
b “Other gﬁncipal's or COUI?SQ'# i;ntegrityf
< cher principal's or counsel's good faith.
B ) d _ Pastsins of _omi_s.sic:)‘n: ai_1d commission.
3. Mediator's role.

Listen.
* Express understanding.

Expect emotion at every session.

07/06/98 12:45 pm
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F.

iy

_d. .. Let parties 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) Ask othef ﬁarty to state its understanding of basis
for angry party's emotion.

.. Which party speaks first?

Usually claimant or claimant's counsel speaks first.

But defendant may :'réquésf to speak first.

. May be the party who last proposed a resolution.

Or the party who proposed mediation.

‘May be par& séiéétéd adhoc by}t'hé”r‘nediator based on médiator‘s

instincts. .

‘Mediator will assure other parties that all will have an opportunity
~to speak. ‘

Usually, counsel opens with a statement of client's position.

" Counsel should address the other side's represent.ti* s, not the

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

Typically, mprc:d_ctail_ or changed position later.

_ 07106198 12:45 pm
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4. 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. Ask_s_quest-ions- to assure mediator.._and:.-ﬁaﬁies understand --
oA Parties' positions. ... - -
b. Status of settlement.talk.s.
c. ”St.a_tus of pendmg or pfﬁposéd liiigétion.
.d.: | Inferésts of othéré not present o
2. Kindsof questibﬁs - |

"a. Open-ended.

b. . Hypothetical. '.

c. Seeks help in understandirig.
3. Restates a party's position to assure clarity.
‘4. Asks counsel to restate adversary's position.

5. After héaring ﬁarﬁés' pg;.t,gms stated by counsel, mediator may ask
each party to begin to articulate real interests and needs.

' ' 0706/98 12:45pm
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V.

A,

I

R' B AT ALL SES
Be patient.
Remain neutral.”

Listen and understand. =~ =

“Facilitate. -

L. Communication.
2. Undersfanding.

Always optimistic; never pessimistic.

~Assure that everyone is heard and understood.

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

En_r,ender trust and conﬁdence

Seek broad vrews from partles first; detalls second

Understand the emotional roller coaster weather 1t

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

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

OR

2. Mediator stays with igin; session and begins to explore

a. What each party needs
BN What each party expects

c. What each party sees as a practicable process for achlevmg
a joint solutron

07:06/98 12:45 pm
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Usually, a mediator's evaluatxon should be deferred until late in the process,
- and often, never given at all. . S : ,

1. An early evaluation may
a.. Indicate that mediator is_biased.'-
b Harden posmons
| 2 .‘ Medlator ] evaluatlon may be eesentzal to reailty testing.

3. Proper tlmmg is vrta].

' 07/06/98 12:43 pm
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A. - Be prepared -- as if final argument.
- B. But this is not final argument.”.

C. . Counsel's job is to counsel and to help client find a solution; strident
' advocacy usually mappropnate and counter—productxve

I | Understand chents BATNA

2. Understand chent's real mterests and needs.

3 Ascertain other side's BATNA and real;. interests and needs.
D. ‘ Beware of Rambo litigator tendencies. :
E.  Persuade other side's representatives, not the @ediator.
F. Persuade other side that --
1. Other side's position, however attractive to other side; is weak.
2. Client's position, however dlfﬁcult for other side to accept, is
strong,

3. Client's position is direct out-growth of chent s real } _m_e_e,_‘c and
needs.

' 4. Other side's p_Qs_t_m is pot consistent with other side's real jm_e_gs_ts -
and peeds.

- 5. Notwithstanding differcaces re pomtlons parties' iv... interests and
needs may overlap and may suggest a solution.

6. Important to client that both sides' real in _te_r_qs_t_s and needs are
satisfied.

07:06/98 12:45 pm
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VIL BRINCIPAL'S 0B AT oNs

A

Be prepared to parttc1pate fully, and mcreasmg.,ly as the mediation
proceeds. :

Be prepared to talk more than your lawyer.

 Talk with the other party.

Be creative.
1. Know yourBATNA
2. Understand thoroughly and describe own interests and needs.

3. . Listen and try to understand thoroughly other sxde 5 BATNA,
. interests and needs |

4. | .Objectlvely assess valtle of case tt) each party.
o 5 Oﬁjectft::te'ly essese ;i:slj{s e_f .'n_ot:,settling' to each party. -
o6 Avoid éd'horttiner.n atteeks |
- : "7. L :_ :Explore ways to shate tmportant mformatlon with other side -- even

" confidential mformatton

Be prepared to share views -- even hig.hl-y sensitive and confidential

.. - information -- with mediato_r. .

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

. dispute.

2 ‘Mediator will ask what the party s goal is today. -

Express emotton

But'be contrblled, be firm, be informed, be objective and be confident.

07!06.’98 12:45 pm
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VHIL RIVATE

. A.- il

“The party not caucusing.
1. Mediator_must ;ga_ssur_gi_
2. Shoujd have own room.
3. Amenities.
4. Homework -- what mediator w:ﬂ be asking; focus on real

interests/needs of a]l parties.

- Caucusing party

1. " 'Mediator must reassure party that all aspects of private caucus will

remain confidential, unless party expressly authorizes disclosure of
a specnﬁc aspect S .

a.  Mediator will take notes to keep important points in mind
" “and to assure confidential information is segregated from
non- conﬁdentla] mformatlon

b. At end of private caucus, mediator will double check on
" ‘what mediator can and cannot say to other side.

2. Mediator will gather inforr_nation, o

a. Will start on positive note, viz. what is lmportant to

caucusmg, pany

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

¢ "Mediator will seek the real story.
(1)  Party's pgr_cep_tiqns.
2) | Party's dislikes.
(3)  Party's understanding of the differences separatmg

. the partles

© 07/06/98 12:45 pm
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- (4) - Basesfordistrust.. e

(5)  Relevant history. -

(6) . Party's prevmusly unstated concerns, fears, motives,

needs.

N‘edlator wxll have prmcnpals taik
o Medlator wnll encourage the party to focus on its needs.

_ Both counsel and the pnnclpal must be prepared to disclose real
interests, real needs, real value of case.

Mediator may inquire as to party's further understanding of the

b

“other party's real interests, real needs, perceptions, fears, etc.

Mediator is ikely to --

a Ask open ended questions.
Ask hypothetical questions. -

c. :\void confrontation. |

d. ‘Eschew reality testing in early caucus.

€. Try to listen with open mind.

L Ex"p'resé. 1o 'judgmént and no recommendations.
Wonder whethér the mediator's patience wil,l. endure.

h. Wonder whether the medlator has the requisite skills to

assist the parties.

{

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

Anything I cannot say? -

a. - Mediator will_diétinguish clehrly between what mediator can
say and cannot say on behalf of caucusing party to the other
party.

b. . The mediator can frame hypéfhetical 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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P %,

FIRST PRIVATE CAUCUS WITH THE OTHER PARTY .

o A.  Same process as in pregedingSgctio[::YIIi. o
B. | Miediator is Iikély to (i.e. shot_;}g). i_isten_ befo_re:delivering a message.
L Before stating first paﬂfs__pff_e__r, and
2.. Before asking "what 1f' “ S
- 3. - Let thi; p_arty_:t_e‘lljﬂ:it_s story. '-

C. The mediator should understand the second party's interests and needs.
before revealing anything about first party's caucus.
D." Mediator will begin to isolate real issues in light of unspoken information
- from first private caucus. ' - ' -

E The mediator will attempt to find an issue on which t6 begin to facilitate
' negotiation, '
F. Is the mediator obligated to deliver the first party's message regardless of

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

. 07/06/98 12:45 pm
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X THEMEIATOR AND BRIVATE AU I CHNARAL

A.  The mediator will hear diametrically opposed accounts.

2.
3.
4.

"“‘Unalterable anger. =

Eternal dislike. =~
Solidified distrust.

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

 Hopeless deadiock.

. 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.

Explore ways to find common ground on that issue.

a. Brainstorm options.

b. . Move outside parameters c;f dispute as currently framed.
(1) -Another relationship?-
(2)  Goods for money?
(3)  Another player?

c Prioritize.

Take it a step at a time.

. 07/06/98 12:45 pm
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DANGER, DANGER. DANGER!
A

- .B. .

P

A Solution may be immediately and luminously__clear to the mediator.

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

' encompassmg, profitable to all, efﬂcnent and eminently fair.

But it is highly u_n]ﬂs_g]x that any party sees it now, or will see it later, as the
mediator see it!

“The parties have own agendas: the med1at0r is not llkely to be privy to or
to understand all the agendas

~The me,dnator should let the parties exp’lore::ar_xd propose the solutions!

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

“The solution will be durable if the parties create it and own it.

0T/06/98 12:45 pm
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B.

BSE

EN

Joint.

E N

' ';'Jomt sesswns should be frequent mterspersed amony private
‘ "caucuses

Parties together can sum up.

[Parties together can reach a common understanding,

Parties together can discuss possible solutions.

" Avoid the negatwes assoc:ated thh hldden conversatxons with the

B medlator

. Avoid misstatements or misunderstanding when mediator is shuttle
B dxplomacy messenger

: Jomt caucuses may engender confidence and good will.

a. After abrasive emotions have subsided.

b. But abrasive emotions may never subsxde and joint
caucuses may be dlﬁlcult

| Entirely new perspectives may be difficult to acknowledge - joint

caucus, but joint exploration of a solunon to a relatively easy issue

- may be salutary

if the parties can make progress in small steps in joint caucus, this
will build confidence in

a. The parties themselves.
b.  The process.

c. The prospects of finding a solution,

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

07/06/98 12:45 pm
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o

Caucuses on c{jﬁ'er_ent 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. -

- Homework may be necessary to break a logjam before negotiations
resume. :

Another party (e.g. inskure‘r.)' 'm-ay have to participate.

07/06/98 12:45 pm
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XIlL: END GAME

“-Al" Breaking an impasse.
1. Reality testing.
a.  Mediator may question soundness of positions. _
b, Mediator may inquire as to cost of litigation.
c. Mediator may ask parties to list the real rewards of litigation
- v costs. - '

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

e. Mediator may take parties through litigation risk decision

tree.

Mediator may explore creating other relationships.

Mediétor 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 giveup
that is of little value to it but of relatively larger value to the other

side.

The mediator may serve as-an arbitrator.

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

(2)  Design.
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1

2.

2.

b “The med:ator may evaluate each party s chances in

lltlg,anon
n Private_ly.- .

2y ¢ Jointly.

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

demonstratively correct rather because of thelr confidence in the
medlator

* Mediator may prov:de short term solutlon followed by continued

momtonng

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!

Parties can quit any time. !t's their process.

But it is more dlfﬁcult for a party to qu:t forever if the medlator is
present ’ : ‘

Mediator will discourage”ouitting if progress apparent and end in

_ sight.

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

~the walkmg, party back in the room.

It is imperative that the medlator be

Eternally 'opttniiStic -- must point freouently to progress.
Confident. |

Experienced.

Trusted.

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

L

2.

Counsel, not t_he mediator, should dictate or draft.

Will reveal and clarify misunderstandings.

... Will minimize chances of immediate rekindling of impasse.
" Counsel and parties execute.

. Even if only.some issues settled; agreement may outline process for

resolvmg future issues.

. If no agreement is possible. . . .

2.

" Pames should éxp'rés's'ly"abkjﬁowled‘gé no agreement.

Parties shou;ld state why o |
B Partié-s: shouldacknowiedge room for ﬁu"ther;ProgresS_- if any.
" Partes should explore what to do next |

. Court-annexed mediation.. .

a. Mediator may give an evaiuation.

b : Medlator may suggest that parnes report to Court on their

 views of the medianon

< Mediétor may suggest to the ADR administrator that the

- .. Court's intervention is necessary to break a logiam.
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X1V. ; POST-MEDIATION !

A Mediator will destroy documents submitted to mediator, as well as
mediator’s notes. : o

'B. - Ifthe mediator is subpoenaed, or if a party is subpoenaed, .
1. Notice must be givén to all concerned.
2. Mediator must invoke the privilege.
C.  Ifcourt-annexed, mediator will report to Court..
1 Bare bones report. |
.'2.-- _ Mﬁy include evaluation.
3 May outline discovery issues to be tried; etc.
D. Mediator-should write to parties.
- l.‘ Conﬁ;gping the outcome.
2. Inclucii;lg post-mediation reﬂe';tions.
3. Expressing thanks.
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