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I. OVERVIEW

A. What Is ADR?

B. What Are Its Forms?

C. Where Is ADR Applicable?

D. What Are Its Advantages And Disadvantages?

E. What Should Parties To An IP Contract Consider And
Provide For?

F. Whither ADR?

II. WHAT IS ADR?

Alternative Dispute Resolution embraces all forms of
dispute resolution other than conventional litigation.
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III. WHAT ARE ADR's FORMS?

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

B. A(i~udicative Forms.

1. A conventional adjudicative form is binding
.. arbi tra tion.

2. Non-binding arbitration may also be an
adjudicative process.

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

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

5. A 3d party renders or imposes on the
contestants a decision --basedon (a) issues
formally defined, (bl sophisticated
positions, and (cl evidence and legal
authorities.

C. Non-adjudicative Forms.

1. Negotiation.

2. Mediation.

3. Mini-trial.

4. Early Neutral Evaluation.

5. Summary Jury Trial.

6. 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.
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D. Hybrid Forms.

1. Hybrid forms stretch the spectrum of forms to
infinity.

2. Negotiation, followed by mediation, followed
by arbitration is becoming popular.

3. Mediation followed by last offer arbitration
is effective.

4. Early neutral evaluation coupled with
mediation ha~ worked.

5. Ex parte, non-binding arbitration has
succeeded where the parti~s do not want to
exchange sensitive information.

6. Creativity is the key. Must fit the forum to
the fuss.

E. More thorough discussions and elaborations
regarding the forms of ADR appear in, inter alia -

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

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

3. Arnold, Patent Alternative DisDute Handbook,
Clark, Boardman, Callaghan 1991.
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IV. WHERE IS ADR APPLICABLE?

A. ADR is applicable to almost any intellectual
property dispute -- even where injunctive relief
seems ne~essary.

B. ADR may not be applicable where --
.' ';,-

a. A counterfeiter must be nipped in the
bud.

b. A.trade secret must be preserved.

c. Legal precedent is needed.

d. EMOTIONS are. out of control -- ADR may
be applicable but extraordinarily
difficult to apply.

C. Specific examples will be discussed. These will
include:

1. Binding arbitration

2. Non-binding arbitration

3. Mini-trial

4. Mediation

4
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V. WHAT ARE ADR's ADVANTAGES AND DISADVANTAGES?

A. Advantages.

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

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

3. Often time and money are saved.

4. Cultural differences may be better
accommodated, or reconciled.

B. Disadvantages.

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

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

3. May be undermined by party not acting in good
faith. But even then, other party (or both
parties) may acquire better understanding of
issues, risk~~rewards.

5
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VI. WHAT SHOULD PARTIES TO AN IP CONTRACT
CONSIDER AND PROVIDE FOR?

Some Key Issues

1c;t Arbitration

2d,.Mediation

A. Arbitration.

1. Arbitrability and Enforceability

a. U.S.

(1) Virtually all IP issues are
arbitrable.

(2) Query increased damages.

(3) Plant" Intellectual Property:
Arbitrating Disputes in the United
States", Dispute Resolution Journal
of the American Arbitration
Association,July-September 1995,
p. 8 (A copy of this paper appears
as Appendix B .to these notes.)

b. Elsewhere.

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

* ArL. 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 ... )

6
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(
,

(2) Important to di~tinguish between
(a) government granted or
registered rights and (b) private
rights.

(3) consider an arbitration clause that
focuses on --

(a) Private rights

(b) International Commerce

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

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

te) Award may determine what acts
one party mayor 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.)

"(b) the recognition or enforcement of the award
would be contrary to thepublicpolic:y of
that country."

( 7
07 I 06/ 98 12: 45 p:n

99999.099 - {NY} 298789.1



2. Arbitration provisions to consider.*

a. Actininistered v. ad hoc arbitration.

b. Issues to be resolved.

(1) II"> issues.

(2) Related issues.

c. Arbitrator(s).

(1) Number.

(2) Qualifications.

(3) Selection process.

(4) Party-appointed.

(a1 interview process

(b) neutrality

d. Schedule; commitment

e, Venue.

(1) Neutrality.

(a) transnational disputes

(b) cultural differences

(2) Availability of witnesses and
documents.

* These and other provisions are discussed in various
places in the literature, e.g., Plant, "Arbitration And
Intellectual Property Disputes", EuromQney publi.cations.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.20fMatthew Bender, 1994; CPR, Arbitration, 1994; CPR,
ModelADRProcedures, "Alternati.ve Dispute Resolution In
Technology Disputes," 1993.
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(
f.

g.

Discovery.

Confidentiality.

(1) During proceeding.

(a) Rules

(b) Parties' agreement

(c) Award enforced as Protective
Order

(7) Post-proceeding.

(a) Enforcement of arbitration
award

(b) § 294 (d) & (e)

h. Remedies.

(1) Monetary.

(a) Compensatory.

(b) Punitive.

(c) Currency

(2) Other.

(a) Injunction.

(b) Specific performance.

(c) Provisional.

(i) Emergency relief an issue
in IP matters.

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

( 9
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(iii) U.S.: ancillary aid of
Court

(iv) WIPO: contemplating "24
hour" service

i. Applicable rules.

j. Governing law.

(1) Arbitral.

(2) Substantive.

k. Language.

1. Form of. award.

(1) Win/lose.

(2) Reasoned.

(a) Collateral estoppel and res
judicata

(b) § 294 (c) re modification

(e) Motions to vacate or modify

(d) Road map

m. Recourse.

(1) Enforceability.

(2) Challenge.

(3) Modification.

3. U.S. arbitration law.

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

b. Uniform Arbitration Act enacted in a
large majority of states.

10
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c. State statutes re international
arbitration.

d. 35 U.S.C. § 294.*

e.

(1) § 294 (a) .

(2 ) § 294 (b).

(3 ) § 294 (c) •

(4 ) § 294 (d) and (e) .

35 U.S.C. § 135(d) . **

*

**

4. Various rules.***

a. AAA.

(1) Patent.

(2) Commercial.

(3) Large, complex.

(4) International.

b. CPR.

(1) Rules For Non-Administered
Arbitration Of Patent And Trade
Secret Disputes.

(2) Model Agreement For Ex Parte
Adjudication of Trade Secret
Misappropriation And/Or Patent
Di,o;putes.

(3) Non-Administered Arbitration Rules
And Commentary.

35 U.S.C. § 294 is reproduced in Appendix E.

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

*** Specimens of ,some rules will be available at the
lecture.

11
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(4) Model Procedure For Mediation Of a
Business Dispute.

(5) Model Minitrial Procedure.

c. WIPO.

(1) Mediation Rules.

(2) Arbitration Rules.

(3) Expedited Arbitration Rules.

(4) 24 hour rules under consideration.

d. ICC.

(1) Rules of Conciliation.

(2) Rules of Arbitration.

Revised effective January 1, 1998

(3) Pre-Arbitral Referral ProCedure.

Not adequate for emergency relief

e. LCIA

(1) Arbitration Under LCIA Rules.

·Under revision

(2) Arbitration Under UNCITRAL Rules ..

(3) Conciliation under UNCITRAL Rules.

f. UNCITRAL

(1) Model law adopted in various
countries.

(2) Non-administered arbitration.

g. U.S. Courts.

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

12
07/06/98 12:45 pm

99999.099 - (NY] 296789.1



(5) Vary from court to court e.g.

(a) SDNY: rules re mediation.

(bl EDNY: rules re arbitration,
mediation, early neutral
evaluation.

(c) DNH: ADR considered at
prelim+nary pretrial
conference; various ADR
procedures available. Not
formalized in local rules.

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

B. Mediation

1. U.S. v. elsewhere.

a. Mediation.

b. Conciliation.

c. Mini-trial.

2. Six phases.

a. Getting to the table.

b. Preparation.

c. ~nitial sessions.

(1) Joint session.

(2) Private caucus.

d, Subsequent sessions

e. The nEnd~ame~.

f. Post-mediation.

3. A more detailed outline appears at Appendix G
to these notes.
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VII. WHITHER ADR?

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

~. Courts.

2. . Clients.

3. Legislation.

4. Professional responsibility.

B. Elsewhere in the world, the impetus varies

1. Arbitration in international commercial
disputes.

2. Conciliation in Asia.

3. Mediation in Europe.

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

D. ADR will wither if not understood, constructed oi
utilized intelligently.

E. Many matters must be litigated.

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

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

3. As counsel we must be informed AND we must be
x:eady and .able to recommend and to utilize
ADR.

14
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OVERVIEW OF ADR PROCEDURES

I. INTRODUCTION

Alternative Dispute Resolution (ADR) teehniquesgenerally. fall into two
categories:(l) adjudicative and (2) non7adjudicative.These are not crisp categories' because
9ften theJlfl)CeSS offinding a sohJtion to a problelll will.elJlbrace both c:ategories-; 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
a few specific ADR techniques.

II. ADJUDICATIVE PROCESSES

A. Arbitration

. ." Among adjudicative I\DR teehni~lles, arbitration usually rises to the ~ of the
list. For many years, arbitration has been utilized in the United States to resolve licensing
disputes concerning intellectual property rights. Of course, since 1983, binding arbitration of
all issues relating to United States patents, under appropriate circumstances, has been sanctioned
under 3S 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.' .

Arbitration may be binding or non~binding. (Non-binding arbitration, while
adjudicative insofar as the specific arbitration proceeding is concerned, may be part of a larger
non-lidjudi~ve process.) Arbitration may be the result of an agreement between the parties,

. or (I(an initiative by a court. Arbitrati()nmay be administered by an institution and subject to
the institution's rules2

, or it may be administered by the parties·subject to rules the parties
create,orit lJIay 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.

An arbitrator's decisi.:ln 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 iO how not to infringe), a reasoned award may not be desired. Abo, coliventiurJil
wisdom suggests that a reasoned award Il1aY be more susceptible to modification or vacation by
aCQurt than a bare "win-lose" award.

Because arbitration is usually the product of an agreement between the parties,
the parties can set the course of the proceedings, specify issues, fIX time limits and define the
$C(lpe of the arbitrator's authority. A .full understanding·. by counsel and client, and the
arbitrator, of these dimensions and their implic;ltions is necessary to the efficient, eXpeditious

".. and equitable use of arbitration.

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.'

I
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Many of us on many occasions have urged that a fundamental requisite of
arbitration is a seasoned arbitrator, available when needed, willing and able to move the
proceedings forward, and dedicated to efficiency and fairness. Arbitration has sometimes
receive4 bad press, occasionally l.;.;ause .an arbitrator appeared to split the baby (perhaps an
exaggerate4 impression in many cases). But a more severe c;3.wback may be.an arbitrator's
permitting tht;proceeding to expand and to absorb as much time, energy and money as the

. colTJplexlitiganon it Was expected to supplant (a matter of substantial concern and severe
consequence). Fonunately, 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 (e) have sometimes been v
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 PIOpelty
disputes. It has been utilized in lieu oflitigation and in liell ofPatent Office adjudication. It
can continue to work, especially if counsel and clients recognize that arbitration can. be tailored
to.fit their specific needs. .

B. ()ther Techniques

A neutral fact finder or a neutral legal expert may be engaged to rule on a
specific issue. As with dIl arbitrator, the terms and condinons on which the neutral's work is
undertaken are negotiated by the parties .and the neutral.

Also, a private trial ("rent:a-judge") may bC agreed uBOn. Here,. a "jw:lgt;" (often
aJ()rmer jurist) presides and judgment is ultimatelY ente~ in a court. Where sanctioned by
local legislation, the private judgment may be subject to appeal in the.local court systt;m.

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

III. NON·ADJUDICATIVE PROCESSES

Non-adjudicative processes typically focus on aiding the parties themseives to find
a solution to a l'1"_'olem. Flexibility, participation and control by lhe panies lhemsel~ are
hallmarks of such processes. Importantly, the opponunity to preserve or to create business
relationships is presented by non-adjudicative processes.

Among the non-adjudicative processes elllployed 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.
Negotiation per se is not explored in dt;pth in this Guidt;.)

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 .aetual agreen1eDts
have been drafted and disseminated.
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A. . Mediation

In mediation, a neutral mediator facilitates communication, negotiation and
resolution.by the parties. The mC(:iiator attempts to help the parties understand their own and
their adve~:3I)"S real needs and real interests, articulate those ~~ and interests, and create
a mutually beneficial fonnula for meeting the needs and interests.

The mediator may express a vi~w onth.e merits if requested. by. the parties.
H.owever,man.. lypractitioners are concerned.. that in-@.dOin.··~the mediato.rmay appear to have
compromise(! the mediator's ability to facilitate problem so ving in an even-handed manner.

Als9, the mediator may caucus ;:JrivateJy with each party and shuttle between the
parties. I!l..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 sollle practitioners view
private caucuses u creating concern in the absent party u 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.

... It is critically important that a representative of each party with authority to settle
(i.e. an individual party or an officer of a corporation) be present throughout the mediation.
This includes, importantly, interested but unnamed parties, such as an insurance carrier or a
licensee. Mediation will hardly ever be successful if this condition is not satisfied.

Finally, the background, training and experience of a mediator is important.
¥ediators are not hoi'll. 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 peiform
competently. The mediation process is so different and so fluid in comparison wilh an
alijudicativeprocess, the mediator must .have training so as to be fully prepared to assist thepanies. .... ..

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

ii. itiinizriai

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

A minitriaJ 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 ofa neutral
is usually a plus, if not a sine qua non. The.presence of aU!J19rizec! representatives of all
interested parties is ~tial.
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C. Early Neutral Evaluation

. Early neutral evaluation is usually a court-annexed procedure. Invented in the
Nonhern District of California, this procedure has enjoyed commercial success inva":~"· other
CIlurts.

Typically,after the pl~ingsare closed, a respec~d neutral hears argument by
counsel,attempts to assist the parties in negotiating a settlement, renders an opinion on the
merits, aJld in the absence of settlement. assists. in working out a pretrial schedule. .~
mediation andminitrials. it is imperative that a representative from each interested party with
authority to settle attend early neutral evaluation sessions.

Early neutral evaluation has been sue=sfulboth in settling intellectual PlOperty
disputes and in assisting parties and courts in developing and implementing discovery
schedules.'

D. Summary Jury Trial

Summary jury trials also have been useful in assisting parties to intellectual
property .actions resolve their differences. Judge Thomas Lambros in the Nonhern District of
Ohio is credited with originating this process. It has been used hundreds of times in that district
and elsewhere.

The same cast of characters..as ina minitrial participates --plus a judge and an
empaneled jUry. Counsel argue to the jury. and the jury deliberates and renders II verdict, all
in a short time (e.g. a day). Immediately upon hearing thejury's verdict, thepartiest:pnfer
with the objective of resolving the dispute.

Summary jury trials often occur on the eve of a long jury trial in a large,
complex case. •

IV. END NOTES

A. Hybrid Processes

Many combinations of the foregoing processes, and variants of the processes.
have been utilized in resolving inteiiectuai property disputes. Parties have provided ror
negotiation, followed by mediation, followed by arbitration. Parties have. agreed to mediation.
and having mediated to close to a solution, have agreed to put the remaining issues to an
arbitrator.

The literature is rich, as is the experience of some practitioners. with creative
techniques for encouraging and enabling parties to· solve their problems. 7

B. Getting To 17Ie Table

Persuading parties to talk has been a recurring issue....A: pre-dispute ADR clause
has posed little 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 sign~ weakness or
lack of confidence. ADR is tOo well-known. Hundreds of corporations have signed the CPR
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corporate pledge. Hundreds of law firms have signed the CPR law firm pledge. Professional
associations encourage, if not compel, counsel to be familiar with and to consider ADR. Every
United States District Court provides for some form of ADR in its rules or its procedures'. It
is simply a matter of fundamental professional responSibility for counsel to consider .. ')?
without fear of waiving the white flag and without inferring an adversary who proposes ADR
is waiving that flag.

So with the psychological barriers receding, what does counselor a party do
absent. a court order? Counsel can call counsel, simply as a matter of professional
responsibility, to~plore the prospects of ADR. Management can call management, """"nse
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
complaillt is filed, ·on the eve of arguing a motion, on the eve of trial, during trial or after trial.

Of course, if it is a bet-your-business case, emotions are running high, a
precedentis needed, a licensing program IS to be protected, truly irreparable harm is about to
occur, or strategic litigation is otherwise an imperative, the parties may never get to the table.
Some issues must be litigated. ADR will not solve every problem between all parties.

C. Finding A Neutral

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

At the outset the parties must understand the issues on which they disagree and
must become informed as to the pros and cons of various procedures (including litigation) for
resolving those issues. If an adjudicative process other than litigation is Settled on, one kind
of neutral should be considered. If a non-adjudicative process is (::hosen, another kind of neutral
should be considered. The adjudicator is the decislonmaker. 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) possible for a litigating attorney or a retired judge to serve effectively as an aroitraUlr
without training, it is imperative that a mediator or other facilitator have been ~ed.

Various organizations, e.g. AAA, CPR and WIPO, maintain rosters of potential
neutrals. The organizatlons cited keep themselves informed as .. to •.. the background and
experience of each person on their rosters. It is usually salutary for a party .and its counsel to
communicate with more than one such organization as to the people that organization would
suggest as qualified. It is always important for client and counsel to investigate thoroughly the
training and ~perience 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 InteUectual Property?

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

I. PIaDl. "Att>ilrabi1i1y of 1II'cll....."0I Propcny In.... in the United Sl.IIeI. "Worldwi<U Forllm On' Ih.Arbilrabllily of
11II.U.cllI4I Propmy DUpIllU", W1PO. 1994.

2, e.S.• AAA Patent Att>i1ra1ion Rulel. AAA Commercial Att>iltationRulel. AAA Suppkmeptary Proccdu .For
Laqe, ComplexCua, WIPO Att>i1ra1ion Rulel. ICC Rulel of Conciliation And Att>~n, All of th~ Rulel ...
reproduced in I1le AppeacIix In lhiI WMU. 111 addition 10 the many lOCI of rulel jllll mentio!1"d;CPR InstitUIc: for Dilpou
Reoolution hu formulal.cd model rulel for arilitratitlS teehnolou dilpulea.' By way of example, CPR Rul.. forNo....
AdminiIlcn:dAtt>iIn&ion Of Patent And Trade Socret Dilpulel ... reproduced in the Appc<ldix•• 111 OOnlrUt.1O the AAA
and,olhen, CPR doc:o, ~adminiIlcrarbi1ra1iolll oonducled punuant lOila model rulel,CI'R does. however.....iIt~
in formulalinC ADR prococlurca, aeIeeling ne<iUala, aod the like. A oomparilnn of AAA Patent Att>ilration Rulel and CPR
Rulea, For No....Admini.. eel Att>itraIion .... be found in plant, "Binding Att>ilratin,n Of U.S. Patents", JolU7Ull Of
.l1ll~T1fQ/i()oaJ Arbitration, Vol. 10, No.3, p. 79(1993).

3. , Plant,"Att>i1ra1ion and Att>itraIion Clauaco ~, In"U.cllII2J ProP"" COIlllS.lling aJId LiligGlion, Matthew Ilendcr It
Co. (1991). p. 20-1 (cutreallY beinC revilccl).

4. FIls.1 Cuus D'AcUl d. Lens v. MidlDNi M.ttJU Corp., $84 F.Supp. 240 (S.D.N.Y. 1984).

S. Many orpnjZltioru have Cannulated lenni and conctitiona (or mediation. c.I. CPR Model Proccdu~ for
Meeliation of Buaineaa, [!ilpulel. AAA Commercial Meelialion, Rulel, • W1PO Meelialion,Rulel"• All 0(_ arc reproduced
in the Appendix. '

6. See Kenneth Adamo'. and Debonh Rodewig·. lIbulation of ADR upoclS of the rul.. of the 94 United Sl.IIeI
DiatriCl Courts --mg in the Appendix.

A n>c>dcot bibliography ,ofinformaliveboob and handboob.f0llows:

< AM, 1M /1III1'JIOlit1M/ ArlJilTatio. CiJ (1993)•
.i ABA,C~ ArbitrtJtiIHrfor 1M /99(b (1991).

Arnold. POUIll AIuntati... Displll' /l.uelMtion H4IIdbooot(l99I).
Brui1. q«tiY. ApprtxlChu 10 S.almulll: A HtlIIJibooI;Jor Lawym aJId Judg.s (1988).
CPR LepI Propam. ADR aJId IhI COIITU (1987).
CPR'~ Program. C-t Legal Casu (1988).
,CPR~ Program; Mo.u/ ADR ProudMr.s ~ AlllToriv. Disp." R.solMtio. I. T.chnology DisplUlS (1993).
FIllkc1Il.eia, ADR, In Tr""""",t di U"'oJr Comp.tItio. DisplUu (1994).
Filher, Ury, GltMg ToY.s (2d eel. 1991).
G&Iton. R,pflullliIIg CIiIIllS In MIdioriD. (1994).
Goldberg,~. Ragen, DisplU' /l.uolMtion (992).
Hepry,Lid>erman. 111. MtWJgIT 'sC1uitkTo R'3D/viIlg ugal DisplUlS 098$).
H:;;-~5"".' C(;'T.,'''~-!AiJ;i....¥..:-;p;; H.--..#-"'~ {1~1).
Macneil. Spc" ·.;Stiponowich, Fldlral ArbiJratio. Low (1994) .

. NIlion&l ",OR Instilule (or Fccleral Judgco, Judg. 's DuJ:bookO. Coon A£)/I.(1993).
Reelferu, HlIIlW',lAwtWI Proctit:l oJ IIll'T1fQ/i()oaJComm.rciaiArbiJration (1991).
Rosen, Mee....,. MIdioriD" (1989).
Ury. B_, Goldberi. GltJiIIg DispUIIS Rue/VItI (1993).
Ury, GltMg ftJSI No: N'IorioriDg WitIr Dif!ic.1l f.opu (1991).
Wl1kiaaon. DolfOvaII Leis.u NIWIOIl diJrYiluADR Proctic. Book (1990' I~ Suppl.)

A morc exlaUIi"e bibllognphy tpPcan in the Appc<ldix.

8. See •.6. !!!RI!.
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In the absence of contract language to the contrary, all intellectual
property issues appear to be the proper subject of bind:ng arbitration in
the United States.

This article will discuss such subjects as patents, copyrights, trade­
marks and federal ,lntitrust and securities I,,\\'S pertaining tll these
issues.

II egal historyis replete with iIIustr~tio~sof how the ev,O.lut.10'.n
. , of the modern-day system of arb,trat,onofcommerc,al and

labor disputes was fTlet 'vith resistance by the court syst,em.
Arbitration;n its application tO'intellectual property i~,~uesalsofol.

lowed a long and difficult road to acceptance by thl1 courts, says the
author. That has, for the most ;:;art, changed. Now, he says, ~all

intellectL/al property issues appear to be the proper subject ofbind·
ingariJitj'ation, ~ This is not to assenthatthere are no sUbst~ntfve

intellectual property policy issues remaining to be. addressed, Of
course. Maners of arbitrability remain open to inte~pretation,by the
courts. though careful tailoring of the terms ofarbitrati'!n can do
much to clarify any controversy and move d,spute~"s~lftlyto resolu­
tion.

By'David Plant ,
-.. ,

Thi.'~'uthor 1~""th¥-ChaiffTrar.:?o'f
the ADR Com:!r?itJee oft~e
American Intellectual Propeny
L""w..4,sspciatiOn and II parrner
ac't,.,eNew York fi,m ofFish &
Neave.-This article is an up·
ciateci "ff,! revised version o( II
longer paper presented at the
'Worldwide Forum on the
:-Arbirrarionof Intellectual
Property Disputes. held in
Geneva. .

.ktion for brl',Kh ur ...·lllltr.lct \\'ould be
l>rought in Ita I... The District.Court cited
Section :!'!~in rejl?cting plaintiffs con­
tent.ion thM p,llent infringme~t c1aim~

mavbe heard 0'111' bv C.s. district cO:lrts.'
.The Court o(Appe;,ls for the Feder.,1 .

Circuit appears to fa\'~r arbitr~tion,. in
general. In III r",M"d/cal Englll~erlllg

Corporatipll ,· the CQurt.of appeals upheld
a district court order staying a patent
infringement action in favor ofarbit~a­

tion. Earlier in Rhone-Pollimc Speclallles
Chimiqlles v. SCM Corp.,~ the court of

. appeals construed an ,"bitration clause in
a patent Iice~se aqreement to include
issues as to the scope of the claims of the
licensed patent 'lSwell as infringement
issues.' In Rholl"-P,,"lellc, the. Court of
Appeals in\'oked Milsllbisl,i Molors ".
Soler Ch"lSl 'r-PI"",,,"th,, to the ef(ect that
the" 'intentions(of the partiesl are gener­
ouslv construed as to issues of a. ~ hrabili­
tv.' ,i1tJ

. However, the Court of Appeals for
the Federal Circuit has refused to permit
arbitration to supersede the jurisdiction
of the U.S. International Trad. Com­
mission (fTC> O\','r intellectual property
issues arising in" 19 U.s.c. § 1337(a) pro­
ceeding. II The fTC complaint was bac.'<l
on alleged misappropriation of trade
secrets, trademark infringement and false
representations .15 to source. An ITC
Administratiw L.1\\" Judge had terminat­
ed the proceeding on the ground of (1) an
.lrbitl,ltion d~lUS~.:: end pre\'ious fTC
decision wrmin.lring, ~l proceeding in iight
of ,In' arbitration ..~reement. and (3) a fed­
er~ll district cou;t decision that Farrd

Patent Arbitration

UntiL1983, US courts genera II"
refUSed ~'1,or~er binding~Ibitr~tion ,if
issues as to,patent "alidity and enforce, ,
~bility.Such patent lawis~ues wer" said
to be "inapprcpriate for arbitration pro­
ceedings and should be d"si~ed b~.~ .
court of law, given the great pUblicinter­
est in challenging invalid patents;"!
However, with the ena,ctment of35 U.S.C.
§ 294 (effective February 27, 1983), t~e
arbitrability of patent disputes under U.S.
la", is no longer in question 011 this
grpUn,d,. Voluntary, bindingarbitraH"n "f
patent validity, enforceability and
infringement is expressly provided for in
Secti,,~ 294.

Similarl\', with the addition of
Subsection (d) to 35 U.s.c. .; 135 in 1984,
parties to a patent interference may also
"determine suc,h contest or any aspect
thereof by (binding! arbitration." Section
135(dl reserves to the Commissioner of
Patents and Trademarks the right to
determine patentability.

SecHon 294(b) provides;lIt" alIa that
all patent defenses under 35 :;.C:.c. § 282
"shall be considered by the arbitrator if
raised by any party to the proceeding.'"
Express inclusion of these defenses in
Section 294 has foreclosed anI' serious
question as to the scope of patent issues
properly subject to binding arbitration. In
short. \-irtuc1J!v every defense to-a claim
under.1 L'.S. p.llent may be the subject of
binding arbitration under St>ction 29-1.

These defenses include issues ,1S to
title. ,1S \\"t~1I ,1S \",lidi~y ,'nd enforceabili­
ty. including unentorce.,bility issues
b.lsed on p.lteot misuse or other ,lIHHrust
grounds. As for title. in 5call~Grdp/rics.JUL.
v. P!r(lt("'ll1t rn Cllrl'~lrntiOIJ.\ the' district
('ourt noted. without reservati0I).,or other
comment. th.,t it was "likelv th.,t the
Calitorni.1 ",bitr.llors, while "ddressing
the ,·.,Iidit ...1'1.1 scope of the 1987
.-\greement. will .11Sll .1ddress whether
there has been ,l tr~lnster of rights. to une
or more d~lims I)t the patent b'y virtue of
the .l~rl!t.·n1t.'nt."

l'ntl!rt'~tin~ly. St'ctinn 2q-t ,,,',lS
inYllkt'd In ~\'lrr"t'r .:..... S,Cll:'t'I/ ell, \'.
::'.lli.,.l\!nll/ Trll"."((lrzlll.~ An t'\dusivt?
li('llns'ing .lgrt't'ment pnn'ldt'd th'lt .ln~'
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Commhsion can consider remedit.'s
ordered l'y an .1rbitraltriblll1<l!.'"

A similar situation mal' obtain with
the Cnited States Fe,l"r.,I Tr"d,'
Clll1lmis"ion (FTC). rh~ dOnll'stlC ,1IMltl~

t,) the ITe. The FTC is emp')"'ered .111:1
l,:hrl't.'!ed b~' J:; lJ.5.C. § "::;(,1 )(.!) to prenmt
thl' liSt.' of ·'unf,lir ml!thods llf l·llmpetition
In l'r .l"te,ctin~ C(ll1lmerCe clnd unfair or
dl'l."l.'pti\·e dCt $ or pr,lctices in or dffedin~

";omml1rn'. .. J3 L'.S~C. § ..:5(b)ret.Juires .111

in\'t'sti~,1ti(,)llb\' thl' FTC \\'ht"re'''the
Ctlmmi~sionshl1li h.n·l) re,lson to belien.· ..
there is d \Oiolation'or\\*here it "she,1I
appear tn Ille C"J1lJ1lission that" proceed-
inl': b~' it would be to the interest oi
the public " In the e"entthe FTCd,>t!s
initi.ue an in"",.ligation, 15 V.5.c. §~5(,,1

provides that cn the FTC ~"~II issue and
.eTl·e " complaint, and (2) the person
charged .,,,,,11 hal'e the ril':htto ,'ppe." and
sho\\' cause wh\' all order Shl'lUld Ilotb\.'
entered (lgainst the perS(lll. Thus. once an
FT~ iil\'t'stig"tion commences. it party tu
,111 ,irbitration agreement nltl~', in\'oke
such an e\'f;:'nt fn line "'ith FI1,.,.t'! to ahort
tht..~' arbitration.

We ,ue UIl,l\\',lrt.' Ot',ll1\' celse"like
Fafl'd h"\'ing arisen in the FTC context. If
Ftirrc/ were urged in an FTC context. the
diftereik ...: between the sections en"bling
tht' FTC and the ITC mighh'fford a per­
suasive argument that binding arbitratit.'m
mayproperly be "..,d to prewnt the ,,,e
('){ uni,'ir methods of compt'ti.tioll o\'er
which the FTC would othe, .\'ise h.we
jurisdictkm.

The net oi the inregoillg is tf",t all
.1rbitrMion cJ.luse m.1Y ,permit resolution
uf FMtenf (or other inteJlectucll propert~')

i~sues b~' W,ly of binding.ubitr.ltinn in
"!ll'lI 6( ,1 pr(lct't.'ding bt.'{Ofl' ., U.s, court.
but nnt.ll\\'clYs in lieu nf., prfl('eedin~

bl'(Ort'" C.S.•1dministr.lth'l' .l~l.'nc~·. t,.'spt.··
l."dj~· thl' iTe ,'nd perll.lp~ tht.' FTC.

Turnin~ no\\' ttl p,ltl'llt inft.·rfl.'rt..'IlCt.*s.
tl,ert.' i~dtlllbt ~lS to the..' \·.llut.' of arbitration 0'­
.111 lIl(ertl.>Tt.'nL"l·(,lS provided for in ):; C.5.C,
.::: 1.'3{d))lx~.,uSt.· tht.' P.,tt.'llt ,'nd Tr.ldt.'llltlrk
l)(fi..:-c i~ not bound .1S ttl ,lll\' i~sut.· of
F'.Ite..·nt.,bilit~;::' Nc..'\'t.'rthdl:'s~. ,ul;itr,ltitll1llf
II1tcrtl'rt.'IKe..'i~sut.~ h,lS l"lt:"t.'n undl'rt.,ke..'11 nil
nwrt.' tll.l11 Ollt.' ncc.l.:.itlll-,lnd htl~ bt?t..'n
rt.·pt'rtt.'d in .If least (11l1' c.he. InLllfl'" \'.
Un",:",:: till' P~1rtjl:'~ hl .111 intl'rf~ft'n(e

l'nh.'Ted III to .1IllHbitr.ltitlll .l~reeml.'nt to

., '.l\'tl"..i tht.' dl:'l.ly .11ld c..'\Pl'll~(, .1ssod·
,1(l'd \\'jlh tllTm,ll.ll1h.'rIl'rl·ll(t.· pn'(l't.'d­
1Il~:-; in tht:' IPTOI .lnd in tilt.' CllllrI ... ·nf
th(' Lnitl'd St.1tl· ::

TIll' .uPltr.ltor l,:h.,t.:ide~~ llll' i~~lIl.' of prlori­
t\: but dl'dillt.·d ttl dl't:idt.' m,Utl·r..; of

must pursue its cl.lims before an fTC arbi­
tration panel." The Commission agreed
...ith the All .lnd cited Milsllhi;hi .\1,'1,"·;"
in support of its I'ie,,' :I",t

.. ',1 pclrt~· to .111 interil,ltlllJ1.l1 tr,lns.1C­
tion \dll bt:' rl't]uired tll honor ib .l~rt't'·

ment to .ubitr,lte dispu'tt.·s in\~(lh'ing

... (.HUlon" d.lim ... lIl1l.it.:'r L.5. 1,1\\' \\'h('11
thl..'orb{trtltlOll .l~rt't:"mt'nt reaches the
statutor\'iS5ues ,l'nd \\'hen th ,'re ,lrt' Ill'l
leg-al-con'str.'ints t.·~tt;'rn,".,tl1 the ,Igrt'~·~

'ment which fllredl'lst' lubitration flf
such claims," ",;.

The Court oi Appe.,'s ior the Feder."
Circuit found such " "lel;,'1 constraint I 1
... "'hien ioreclosefs) ",bitration" ,1I1d
rel'ersed on the grounds th,1I CI) the
directions oi 1'1 U.5.e. § 1337(b)(ll.lnd
~c) are mand.ltor\' I i. t '" the Commission
"shaUin\'t"stigate;' and ··sh.11l determine"
\\"hether or not then.> is it \"iolation) ilnd
Cl'. the "arro\\' e\:ceptions of Section
337CcJ to the statu tor,' mandate do nnt
embrace it pri\'.1tC'llgreement !ocubi­
tr.ltt~.I"

I The court noted that A.1ilfoubi:Jrrs re.l~

I
son(ng \\'as confined to judici.ll proceed ~

jJ~:~s. -did not extend tf'l administr.lti\"e
proceedings. clndthus'\\'c1S consistent

Iwith the court of "PJ.".:'clls'ruling. Jhe
court :·l\'oked: Mi/~lIbl:,lri"s statement that

, not "~IJ controversies. implicating: statuto,·
ryrights are suitable for arbitration ....
lilt cis the congression.ll intenthlll
expressed in some others'tatute on \\·:,ich

I thce.·· ~s must reI\' ttl identif\' all\' r.He-

I goryo( claims as to which a'g:r"eements to
arbitrClte \dll he held unenlllrceabk'."I:­
The court .1150 dted GilWl'1' \".

.ji, l11ft'r:.tnt('/I(lJII1~(l/1 L,"lI' lllr}'., r.. where all

.lrbitr.lt;on .1greement llpt.'r,ltl.'d ,1~ ,1 \\',li\'-

I
! t.'r of .1eees.,; onl\' to ,1 IlH,iiei.ll forum .111d

110t .1n ,1dministr.1tI\·l' forum.
Thi..i it ,ipF't.'.u ... th.1I, ntlt\\·irihr.1I1l.1­

;11 ,itht.'rwi~l:' binding .1I1d t.'nt"tlr(L".tbh.'
.~~r"t.'I11t.:'nt to ,'-rbitr.H\.', .t p,1Tty h'" Slh.-h

,'~fl·eml.'nt m,ly ,1Ut.'ll1pt tt) pL'r~lI"dt" till'
ITC ttl il1\·t.'sti~,ltt.' .1nd dl'tL'rmil1t.'\d't.'tlwr
tlr Illl! ~ht.'rt.'is.l \'iol,ltionll( 5l'1.·tiOIl
337(,,). ,till! i( succes5tul. IlMy "borf ,lrl"ll­
tr.ltitHl.

Tht.' Fllrrd dt.'d~illn I~dirt.·ctl'd t<l tilt.'
imp,lCt of" prior a~rt.'~I1lt.'nt ftl'lrbitr.llt'
,nk,. .1n Irc il\\·l'~tit=..ltwn h." (tll',l­
lllt.'lll-t.·d. QUl'ry \\'ht.,thl'r .1 p.lrty whtl
\\·i~hl.·~ th.lt t.ht.· llthl'n\'i~(,' .,grl'ed hl.ul'l­
Ir,ltilll1 ~ll fl\r\\·.1rl.i 111.\\' ... Ul(l· ...... tU!1\

l·1l1~'11l thl,.'plltvntl.11 ITe lt1lllpl.111l.1Ilt
Irdlll rl'qul·~tIlH.:.th.lt till' ITC initi.ltl' ,111
lIl\"l,...tl~.ltlllll, .. :~I"'ll. tht.' (llurt ~lf .1ppl',t! ...
,l(J..r.(l\\"It.'dgl·d thl' Ptb"'lbdlt~" th,lt tilt.'

i
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I
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I
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.1
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into one "arising. under" the patent
laws as required to render the jurisdic­
~:('\n of tht.' district court b.1Sed on sec·
tilll1 l.~o'S" ".

Althnugh Congress hels ,1uthurized
:~lrbitr.llion tor p.lk·llt disputec::;. it h"s not
dlHW "'0 't(\r(O~'F'yright d::;p:.:tc:.. ,-., "'~t:\"c-r­

tht.'it.':"s.:copy TIght licl'nsl' .l~rt't!.mt.'nts mclY
rn..)perl~o pnwldt' tllr bindin,~ .ubitr,ltion
ot"'dispu!l's .lrising (lut of tht.' .lgreement.
Tht!se .lgrt>t.'ment~ h.n't,' bel'" Ch.1l1enged
under 2~ L.5oC, § 13:ll'\(cl). which ~i\'es

it..>dercll. distric~cllurts "llrigiJ1<lJ jurisdic­
tion" llt actions tor cnryri.~ht infringe­
ment ,1~ \\'ell .l~ for p.llent infringement.
In 'lddition. ,1$ was the case' in patent dis­
putes bctllrc l QS3, it IM~ bt.>en elTgUe-J that
public policy prllhibits tht! submission of
copyright dairJls to clTbitration-or ilt the
it'tlst, predudt:'s .ubitrahlrs from deter·
nlinin~ the \'"Iidity of cop~'ri~hts. Thl'se
.1rguments hel\Oe g,ener.,IJ\, not been 5UC-
l~csstlli. .

In 1\"111,,1\11:1 ,\fU:::/t" C(lI'l' , \'0 Ro{1/,;,,:,
Af,,"',t" C(lrp",~'" thl' Court of Appeals
endorsed thl' .lrbilr.li.'ility llf copyright

\

(
Virtuallv e"erv defense to a
claim under a UnitedStlites
patent may be the subi~ctof

binding arbitration under
Section 294.

Hll\\t.'\"t..'r. .-ld,fl.' l:'L' l-ll/lt".:~ t.';..

,\kfl:,urt'1Ilt'l1l:: ':;11:'0 \"_ r/<':l"tt.-i:.::> 11;,'ld th,ll.
~n ~hl'C('Jltl!\t tH .1 ..t.ltl" 1.1W bu:;inl's:, db;·
pc1r.l~emt!nt d.lim l'rigm,llly brou~ht in
stelte court. the dispute rl'llm~·'d in feder­
al courtbecau"e pl,'intii!'" fight tn reliei
neccssc1rily depended on r~solution of ,1

substanti,,1 question oi p.,tent law. viz.
the f.llsitv oi defendant's ,lCcusations of
patent infringement. In Addili." el1l,lrols.
the Court of Appeals for the Federal
Circuit d'otinguished other opinions on
the ground th.lt in those cases plaintiff's
right to relief did not depend upon reso­
lution oi a substantial question ot patent
law.

The net o£the Federal Circuit opin­
ions discussed above is that-in light of
the recent trend encouraging arbitration
in iieJds pre\'iousl~' reserved for resolu­
tion in the courts. the lack of express pre­
emptive language in th,> statute or legisla­
ti"" historv .,t 35.U5:C. ~ 294, and the
Supreme Court's willingness to allow
pMties tf' .chooseth.. law
gO\'erning arbitration. and
absent contractual or statu·
torv limitations to the con­
traOry~issues oLpatent
\'aliditv. eniorceabilitv and
infringe'me!'t m.,y be sub­
ject to binding arbitration
outside the scope of 35
USc. § 294.

"the t,let th.lt p.ltent is5ues .lTe relt.'\' ..mt
urh.:lerst,llt.'contr,lCt le1W tn the resoIu­
tilln llf.1 (',mtr.let dispute \:,lnntlt pOSS1·
bl\- C,II1\·l'rt ,1 SUIt tor brl'.lch of ((lntr.Kt

patentability which he submitted to the
U.s. r,uent & Trademark Office.

But the express language oi Secti,m
13S(d Ipnwides onl~' that the C<,,,,­
missioner ,is not precluded from deter­
minin~ r"tt:'nt"biJit~·. It dllt.·~ Illlt prt.·dudc
an ,Ubltr,ltor frllm m,lking Slh:h .1 dl'fl'f­
min.HlOll subJt'ct h.l the Cl'l1l",jS:'llUll..·r"~

revie\\·.
Arbitr.ltiull uf p.ltent i~sul..'s nl,'~' Pl'

possible e\'en apart irom Section 1q~. Ii
the arbitration ,1Tises out of ,1 contract dis­
pute H'.g., whether or not roya.lties .ut:'
due under ,1 patent license agreement).
validitv m,w not be in issue and Section
294 may play no role. especialiy if the
contract limits the arbitrator's powers in
this regMd." The Court of Appeals for
the Federal Circuit has endorsed a district
court'schcuacterizationof the cubitrator's
powers:

.. 'The court holds that the arbitrators
in this case did not imperfectly execute
their powers by refusing to in\"alidate
Wright's patents. The arbitrators'
"powers" in this case were derived
from the agreement of the parties and
the gO\'erning federal law. Those' po\\'~
ers were limited primarily to c0r'lstru·
ing the contract between the parties to
determine whether or not certain tech·
nolog~' came within the scope of the
parties' agreement. The arbitrators did
not have"any power to invalidate
patents. since the parties Ilt."\ ~r agreed
to arbitrate the validity of Wright's
patents, nor does federal law give arhi­
trators an independent power to in\'al­
idate patents.' ,,"

Copyright Issues
Furthl:'r. if -.1 p.ltent issue is ~menrtble

to resolution in c1 non-federal forum. such
,lS a st.lle court, then it should .1150 be
:">lIbjt>ct to re::;ollitioll b~'arbitr.1tion \\'I1{lIl~:

,lp.lTt from Sl'ctlon ~4-l0 I-or l'\,1mplt.·, In ,1
J ispUh.' ,1';' to \\Oht.!ther a stc1te (llurt \\0.1:,>

the propl'r forum to d~cidl' "rights"
between-ti'e p.lTties to (t patent 'Uld hll\\"
thllse ri,c;ht .. relah:' ft.l the p,uties' rin.lndal
ri~hts and obligations under ,1 purch.,se
••greement. the Ctmrt t>i Appeals tor the
Ft..Jer.11"Circuit "fiirmed .1 district court's
decision ft., dismis5 tt)T 1,1Ckl)f subject
m.1tter jurisdiction under 1H C.5oCo §
D.3St.ll.:-" Tht> ('ourt of .1ppeals found that

.111 l'\Oalu,ltlOl1llf the wllidit\' or "true"
\Oalue of tIll' p.ltent \\Ooukf be only an dl'­
r,lt!nt llt "dl'h.·n~t! tll the contract .lctlon
.111.1 hdd Ih,lt
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precluded arbitr.Uion of disp"tes o""rthe
"alidity "f a copyright.

The Court of Appe,lis for the Se"enth
Circllit rejected this argument ",hen'
\·"Jidity 1$ atissu~ in a contr.,ct djsp.Hte~
Jhltin~ that "" dispute \wer the terms of I)

'(lpyn~ht 1iC&~nst' is notdeemt!d tOc1rist'
under the Cl)r~'ri~ht Act'" _.'. ~e iti~

"t,'o rem"te fwm ,he feder,l' granHthe
cor~·riAht):·~

T1w court st<Hed that bec,luse the
arbitration 01 a dispute i"""h'ing aneeo'
nomic mom,poly (i.(.. ~ antitrust)· was not
considered a threat to public policy by the
Supreme Court, the arbitration 01 a dis­
pute im'o;\'ing a considerably fess dan­
gerous legal monopoly (i.•·., copyright)
that could easily be circumw"ted bvthe
creation of close substitute' pr~s';nted
e\'en less of a threat to pubiic policy.
Also, the public policy danger was flu­
ther lessened bv the fact th,ll the deci­
sions of arbitrators are ,bindin~ only on
the parties ill\'olwd and have no ,'alue as
,l precedent. Finall~', "nd .of special inter­
est, the court noted th,ll the danger of
monopoly is "more "cutely posed by
patents," yet Congress had passed 35
U.s.c. §2q4 expressly authoriZing the
clrbitratil/il of patent \'alidity issues.

More recently, in an action in\'olving
multiple claims of l'>"'.'." " of contract and
copyright infringement, the Court of
Appeals for the Fourth Circuit held that
the Feder,.. Arbitration Act requires that
the non-arbitrable issue (according to the
arbitration agreement) of the royalty
amount be sep"ated from the arbitrable
issues (which included copyright
infringement. conspiracy to commit copy­
right infringement. fraud and RICO
claims>, "nd th,lt litigation should be
stayed pending such 11rbitration. 1'"

Public policy is not likt:"ly to continue
.,~ the prlm.lry Cllnc~rn in copyright
\'.,Iiditv .lrbitrl,tilln (',lseS, It is mure likel\'
th.lt iu·ture dedsilll'~ reg..uding the arbi­
trability of (opyrip;ht \'.llidit\· issues will
depend upon the m.,nner in ,\"hich the
COllrt~ ChOlISl.' to intl'rpTl~t the ,lToitrclti(\n
d.ll1";'l.'.

In (ontr., ..t to p.ltt."nt ri~htSo ,lnd copy­
r1~I1t~. ri~ilb in ., tr.lt.'icmark ill the U.s.
.Hi~l.· prim.lTiI~· under tlus common 1.1\-\' .,So
till' r...·:--ult t\l .lppr(lpri.ltl~ u~t.' llf tht' nlark.
~lI ...'il nght~ m.l~· l'l' .1l1~lllent\.'d h~' regis·
tr.1tlon PUr';'Ii.1Ilt t(l thl.' rl'dl'r.lI
Tr,ldl.'Il1,Hk IL1I1h.1mI Act lH 14-i-h. or b~'

registration pursuant ttl (lnl' llr more sta~l'

tr,ldl'Jl1ark .lCt~. llr ooth,

infringe!nent claims where copyright
\'aJiditv was not in issue. Kamakazi su... J
for copyright infringement .liter ,l license
had expired, because Robt'ins continued
to print ,lnd sell the cop\'n~hted works.
Robbins contended th,lt K,lJn,lK.lZ;·S suit
\\'(15 for breach 0; contrclet .lnd the district
court lacked jurisdictiun. In th~ .1Itf;'rn.~1­

,tive. Robbins sought .lrbitr.ltioll pursuant
to the license agreement. The district
court ruled that the suit W,lS ior cOPYright
infringement and the court had jurisdic­
tion. and ordered the case to arbitration.
Thereafter. the arbitrator rendered an
award in fa"or of Kamakazi, basing his
remedies en the U.s. Copyright Act. ;.,'"
statutory damages and attorney's fees,
Robbins 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 Second
Circuit made it plain that the claim sent
to arbitration \....as for copyright infringe­
ment.ln "the circumstances of this case.
the arbitrator had jurisdiction to make an
,,,,,ard under the Copyright Act," ,lIld
"the arbitration clause was bro"d enough
to encompass Copyright Act claim.;
which required interpretatior, of the con­
tract," .lJ

The court of appeals held that public
policy does not prohibit the submission
of copyright infringement claims to arbi­
tratio." "The only 'public interest' 'n a
copyright claim concerns the monopoly
(created by) a valid copyright."" How­
e"''', the court did not ha,'e to face that
issue. because the v,llidity of the copy­
right was not .It issue in the arbitr<1tion.
<In fact, this issue was decided b\' " di,·
trict court.) Without any such pub'lic poli­
cyconcern the court of .1ppe"Is found no
!"f!a~·.ln t,_, rrnhib:t the ,7.ibiti..ltil;n l,f (\,I~I~­

riAht in(r":lhenwnt. Thu's, k,1l1111kt1:1 h.·tt
open the question tltwhetht.·r tht.> \·cllidit:
oi '.1' cop~'right is arbitr.1bJt·"

In Sllll1 rdll I( £~'('Illll~ rtl~t CII. \',
Ruml1h':Ol'l1! l'rt;:O~, JII~-.,·:· the Court of
Appe"ls for the Se,'enlh CirCUit held that
.,n .ubitre,tor rna\" deh.·rmint" tht..' \..,lidit\"
tlt .1 copyright when tht.> issue arises in:, Trademark :ssues
copyri~ht license I.l\,·suit, Aiter thl" licen~­

j"g .1~reement bt.'tween tlw t\\"t1 p,1rtiC'~

h.ld t."pin.·d, Ptlst iilt..'d .111 .Ktit11l. cheug­
jll~(op~'right infringt.'meTH'I,nd st"l"kin~

.1r:-iltr,ltion. Rumbk"l',lt .H~lIl'd that
Pi' .. t· .. '1..11~"'~'r1~hh ·.\\.'rl' IJl\.t1id .lnd
llPF'.:"ll..~ .1rb:~r.ltil'll l'n th\.' ~rllU1h.i th.lt
CIIIl~rl'·"'· dl't."'''';ll1n to ~I\.l' ledl'f.,1 I.."(lurt~

':l'\(J'U"I\·l' juri~Ji(thl·n l"·er ctlp~'right
,11..::"n .. in :!S LoS.C. ~ I ~~H(.l' implicit"·

The court ofappeals
held that public
policy does not
prohibit the
submission of
copyright
infringement claims
to arbitration.
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)

Federe' Antitrust end Securities Lew.

The more recent decisions concerning
the arbitrabilitv of issues under U.S.
antitrust laws and securities laws are like­
ly to weigh hea"ily in future decisions in
fa"or of the arbitrability of intelIe.:tual
property issues. As with intellectual
property claims, United States courts
once generally held that claims arising
under the federal antitrust. securities, and
RICO laws were not arbitrable for public
policy reasons." Recent Supreme Court
decisions, howe""r. ha"" rejected public
I'0li~y as ., justification for holding feder­
~li,antitrust. SeCUrItIes••1nd RICO claims
non.lrbitrabIe.u

In Sd'<'rk ". Albat".C,. .',·r C,.." the
Supreme <..,'urt upheld the arbitrability.
with respect to cln intern,ltionaJ arbitra·
tlOn ~,~reement. of cJaims b,'sed on allega­
h('ln~,.of fraudulent representations as to
thl'status of tr'ldemarks. ,1nd .uising
under Section IO(b) ot the Securities
E'\l~h"nge Act ot IQ3.J. Tht:" court found
tl-..1I puhliL polk" mandates this result
ttl.'(.lUSt· \\'itlwut ., "contractual provision
s[,(,clt\'ing in al.ho"nce the forum in which
l.;I~I."'Iute... :-oh.li1 bl' Iitlg.ltt.'d .lnd thl.' law to
b,'applied'" the "nrderlines< .,nd pre­
..iKt.1r.ilit\· t.:'~~l!l1ti.ll to .111\' intl.·rn.1tional
pusint.'ss ·tr"Ib,lCtllm'· would bl.' impossi·
bk· to achie,·e.'" The di:,st"nt rejected drbi­
tratilm tor SL'..::tion IO(h) on statuh)r~' and

In U.S. Diz',·rsifit·d 1I1(fusfrit':,. l"e, ".
Barri," CcJi1fiuss Cor;""lratiOIr;1: an action for
breach of contract and trademark
infrin~ement. defendant moved to sta,'
proceedings in court pending arbitr.ltiori.
The arbitratil>n clause was bro••d:

.. 'Anl" dispute arising hereunder sh""
be settled by arbitration. , . accort.oUng
to the commercial arbitration rule~of

the American Arbitration Association
.md .Im· award thereinma,··be entered .I hindany court ha"ing jUrisdiction: ..

, T e istrict court found that the trade-

I
mark infringement issue was within the
scope of the broad arbitration ag~eement

and granted defendant's motion.
The foregoing authorities center .(In

I the effect 'f an arbitratio" d.luse in a pre'
I dispute agreement and manifest the need
I for care in drafting such clauses to effect

the parties' intent. The issue not yet
definitivelv resoh'ed is whether or not a
naked claim for trademark infringement
u"der the Lanham Act is properly the

i subject of binding arbitration. In light of
I the recent judicial trend, the answer isI likely to be in the affirmative.

I

Homewood opposed. contending that the
federal courts had original jurisdiction
o\'er federal trademark and patent issu'es.

Thus. 10 ''':?Jr~ before St?('tiC.ii :'.}..;
bec.lme eHective. the court held th •. t
daims for intrinAement of a iederally reg·
istered trademark (as well .1$ patent
claims) were not arbitrable because tlw
jurisdiction oi the district court~ over a
cause of ,'ction arising under thE:' federal
trademark (.lnd patent) la\\'s was t.'xc1u­
SI\'e pursu.lnt to 28 U.s.c. § 133H. TIll'
HcJm"jc't.l,'d (ourt did recognize. hOWlsVl.'r.
th.1t under Sllm.: circumstances .nbitr.l­
ti{lI)·ml~htbt" appropri,'te:

"HO\\'l,\Ot'L .. hnuld it de\Oeh1p tnlm
tLltur\.· ~'h..·,h.illl~:" ,1nJ ~lr prl·-trl.11 dl~~

...·ll\· ..·ry th,lt till' mst.Hlt acthll1 I~ 111 r...·.ll·
It~o .1n .h.·t 11'1"'1 {111 the Frolnd,i .....
·\~rl· ..,mt.·IH, th[~ Cl)Urt ...il·~·s I){)t JI1tl"nd
th.1t thl~ rulJI1~ shuuld be.l btl!" tll .ubl­
tr.,thll1ll.H~I·~.1tillnb apprnpn.ltl.'.··'

I
I AAA Rules andProcedures For Handling

lri1ellectual Property CasesI.. he use of altemative dispute resolution (ADA) proce.sses

I .in resolving intellectual property disputes is increasing
. . as ·technology rapidly advances and businesses I'trive

for global manufacturing and marketing advantages.
ADR methods have proven particL:larly effective in the com·

plex, fast-paced envitonment of high-technology, entertainment
and information industries.

Parties to these disputes look to the rules and procedures
deyelopel:l by the American Arbitration Association for the
admil'lisiration of intellectual ptoperty dispUtes, including the
Patent. Arbitration Rules, the Commer:cial Arbitration and
Mediation Rules, and ttJe SUpplementary Procedures for Large,
Complex Disputes.

'"Ilddition to panelists with Intellectual property expertise
on the .AAA's commercial panel, the select, nationwide panel
for theAAA's Large. Complex Case Program (LCCP) has 46

i arbitrators and medialors specializing in the field of intellec-

I tual property. Their backgrounds and professional experience
cover such areas as patent and tradem..,it litigation, trade

II

I secret, coPyright law, complex technology and contract issues,
copyright and trademark registration and licensing, foreign
patents,datarights,.software protection, and transfer of intel·
lectual ptoperty rights. The panelists provide technical expertise

I
in such areas as data oornmunlcations, oornputer and· com·
puter periphera:~.medical devices and technology, microcircuit
and microcomputer ban1ware. All LCCP panelis,s also partici.
pate In special trainll'lg.ln the objectives, procedures, issues,i ethics 8I'Id skillsI~ In managing a large, complex arbi·

I tr'l.i~r~",,::'ifn'92 busineSs dsputes tiled with the AM in
i 1994, with claims andcounten:laims reaching $5.1 billion. This

includes 394 patent, licensing, trademark and computer cases
with claims and counterclaims tola/Iing $881.3 million. •
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the arbitrability of
copyright validity
issues will depend

upon the mannl!r in
which the courts '

choose to interpret
the arbitration
clause.

Trilll/ll'h." the Court of Appeals for the
Second Circuit stated in the context of ,I
RICO ,,,bitr,lti,'" th.lt th" arbitr,1IMs
(tluJd trt.'blt' thl.'IT ,l\\',Hd if tilt'\' found .111
.1Jltttrust \"iol,1titHl, .Indl'l'd thl." omrt \\'l."n(
turtht.·r .111<..'1 ~tMt:.ld th.u :!1 .m .1~"prllprl.ltt'

t.".1':"t.' .lrbitr,ltt\r~ ,(l'ldd t.'nh,ll1(l' thl.'lr
.1\\",lrd tw pUnH1\"e d.1nl.1~t.'':'',

• r"I'-dJ~/'lfl!' A:':"!'C'''/;'/I!... !,l ,"{"blfn,h',
Pnnr to ,\4tf~uN:~/lt,L"~5" (uurfs,:i'h,lli
t!nforq~~i.post.d isputt.' .1gretlments to,c1rb;-·
trate clhtitrust issues, The courts ,lnalo·
gized these "I\reements to settlement
agreements, finding they did not ,'.'olale
public policy. On the contrary, pno: to
Mifsubislzi. United States courts had otten
refused to enforce pre-dispute agree·
ments to arbitrale on the I\round th.,tthey
"iolMed public policy." .

The Mi/$ubislti Court in the context of
that international antitrust claim.
enforced a pre-dispute agreement to arbi·
trate, finding that it did not vio/"te public
policy. This left the question of whether
domestic "ntitrust claims could be arbi­
trated under pre-dispute ,Igreements to
arbitrate.

Since Mitsu/1islti, U.s, courtsha\'e per:·
. mitted, arbitration of- sirnilcu4isputes

under pre-dispute agreements. Thus, the
Supreme Court has upheld the \'alidity of
pre-dispute agreements to arbitrate RICO
claims, securities clclims, and Age Dis­
crimination Employment Act (ADF.A)
claims. Appella/<' courts have upheld
such agreements in"olving Employee
Retirement Income Security Act (ERISA)
claims,5]

• Tltt' Public IUfcrt':.f, In 1968, the
St.'cond Circuit in Aml'rietHl Sat.t'I,It',j pre·
eluded drbitration ofdon1estk antitrust
issu,'s. Since Mifsllbi;/II. i~ IUS,. both dis- Future arbitration
triet .lnd .lppt'Jlcltt:.' CtlUrts lntht;' t:.5, helve decisions regarding
.}I ....'~t!ont!~j thl' (,\.~iit;jju\..'d .lppjil,.'.lhility of
tht.· AI1lt'rIt't1I1S,ltclu:itlctrint' with rt'spect
ttl tht.' arbitr,'bility llf don1t.'stic <1,ntitrust
disputes,

The couTts '" l~}\G C,lr1bt', Ille \'"
NIJ/'..,fl·AfIJbirtl, 11It"" ,: .1nd, GI'11lt"tI Lit! m(l­
Ilm,'1'lt"d. /lIC, \', Scik,l Tim,' C("/',,~rl"je(tt.·d

tht' .4Ull',iCdl1 S,lti:tll do(trirw .lnd .1IItl\\·ed
the .ubitrittinn t")fdtln1t.:'sti( ~lntitrust
issues .ltter rl'\"iewingthe Supreme
ClHlrt's decisions in' ,\'ftl""ubi:,lll.lnd
;\,h·,\..llllltlJl.,Tht.' GKG L.,nbt' (ourt st.1tt."d
thelt the Supreme Cl)Urt ','if confronted
stJuclrely \,'ith the i~~ul' llf its rthe
AHll'rtt'11I1 5,1ft'11I dot:trint."sl continued
.,pplicability. ,,:ould mtl~t cl!rt.lintl~' dis-
(.lTd said do(trilw""~~Thl' G,'mell opinion
is tll thtl S,lme effect.

Dict.1 of L5. courts of .1ppeals are in
,l("(llrd, In 1(11,t'f1I;:.kl\'. Clth'I'.'':cl Tribulll'

public polin' grounds. but interestingl\",
stated that "/il£ a question of tr,ldem"')..s
were the onl\' onein\"oh-ed. the principle
of TIll' 81'('111:'1/ \", ZI1l'tltii O,i·S//(,I'(, Lll, 0­

a,1\'orin'" iflrLl111 ...l:'lt.'ctionJ. \\'oldd be (\n­
trolling~" :.;',. ,trb,tr.ltilln \\\H"d bl'
allo\\'l.'(1. ~ ..

In \1:!";i:,'" .. ;/., , :hl' ::;Urrt'l1il' C.'~jj:

held th.u pui"llil..:' p(llk~' ...;,J !lot prl'l..-Judl!
lubitration of .1 dispute cubing under tht'
United Statt.·s .1l1titrust ).1\\''5••lt Jea~t in the
internatitlr1aJ "I..·ont~xt. The J\tli/:>IIN~"':((.)tlrf

did not address the arbitrabilit,·, in tht'
U.S., of domestic ,lntitrust claims. This
left at' least three public policy-based
issues unresolved: (I) whether the a"ail­
abilitv of treble damages in domestic
antitrust actions would preclude arbitra·
tion; (2) w! ,ther upholding pre-dispute
agreements to arbitrate domestic disputes
would \'iolate public policy; and (J!
whether "the per\"asive public interest in
enforcement of the antitrust laws," and
previouslv uniformlv followed by the
CnurtsofAppl'ols.would continue to
preclude .lrbitration of domestic antitrust
d.1ims in gt.>neral. E",ch of these questions
hits beenclddressed bv U.s, courts,

.,: Tr('/J/t' Da11lagt>f,. In Mifsubislri.. the
Supreme Court ruled that. even with the
.H'ailabilitv .of, treble' damages, interna·
tiona I antitrust da,imswere arbitrable.
The court emphasized the compensatory
function of treble damdg:!'s in antitrust
cases over the penalizing and deterrent
function of such ditm,lges, The court can­
duded that "so long as the prospective
Jitig.lnt effectively may vindicate it.:; statLJ­
tory c.luse of .letian in the .lrbitral forum.
the' statute \,,'ill continue to serve both its
rt'medi.ll ,lnd dl'tt:.·rrent function,'1l

In J.lter dt:'(Isions, tht.· Supreme Court
.1nd other (ourts h<1\'e extended the re.l­
';\lning tlt ,\,Ja.';/(!l/';'!II to the dl1mestic. (tln­
t,·',t, :(1 .\j~:djl;:'III1, tht..' ~upremt.' .... ourt
hidrt..·s~t.'d tht.' .1rbltr.lb'il.,t\ ,.1 RICO

L1.11111, in liMht tlf thl,t,rl'blt..' t.:.l:~.,ges a\'aH­
"bit, under RICO. Til\' ,ourt tound noth·
tI1g in tht' RICO ... t.!tuh..> tlf lehislcltivt' his­
ttlT\' e\duJin~,RICO c1.1ims tromtht.'
Ft.·def.ll Arbitr.,tltln Act. The cuurt
tI1\'llkt.'d Af/l,;,ul'I.;J1t .md.rt:.'je(tt'd the Clm·
tl'ntion that publil' poli(~' precluded ,uhi­
tratin~ I~ICO d,lims. The c"urt noted th,1I
tht.' Idco trt.'blt' d.1m.1gt.'s pro\'isltlJ:1s \\'t.'re
Ilhldt..'il'd t}J1 tht.· .1Iltltru~( ~t.ltutt.'S ,1nd S.H"

Ill\ rt!.lson ttl prt..·dudl! ',In ,1rbitrator from
.1\\',lrl~in'" tn..'blt· d,'I1l,h:'L'~, lIr hl .1I1ll\\,tht.·
trl'bll' d.~~l",~t.'''' pn l\'I~;( In tH RICO tl} pre­
,:"Judt..' .1Tbltr,lthm nl RICO d.lInls"

T rt.·bh.. "LUll.lgt.·...1PPl\H III be .lrbitr.1~

, In Jon1t.'.. tit.- .1Iltllrust .1Tbltr.1tions ,1S .
.,11, In ,,"!',.,.. \kl;l'l' !~("/lI1I/": (,WI', \:" ,\-1 T
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The issue not yet
definitively resolved
is whether or not a
naked claim for
trademark
infringement under
the Lanham Act is
properly the subject
of binding
arbitration,,

Co,,;~ the Court of Appeals for the Mit$lI/lis!li. buttressed b,· Gillllfr,"" "die­
Se\'enth Circuit stated that "it seems tate" that the.antilrust claims of appelfl!t'(
unlikely after !v1c.'vfn!loll that the principle are subject 1<) arbitration.~' "
of Mif:,ubi...Jzican be confined to interrld- E1Ch of these opinions ;t('kn(l\\"led~~s

tiona! transactions." Th" C'urt of the <1fbitr,lbilit,· of pr,,-disputeagre,,­
Appea!s for th" Eighth Circuit na, ,t.lled rroc:ltS t.',lrbitr,lte. rendering public poli­
that Mit...ufti-::I1iand .\1tA1tl1l"f1 "ma'- mdi- c~'~r(1UJ1d5 tor F'rl.·dudin~ arbitration of
cate" that anlitru'stdclims CJIl be'11Mdl:' domestic clntitrust is:;ues moribund.
the subject of arbitration between agree- Acc(lrdingly, it is likely that in the future,
ing parties:::;u The dissent \\'nsmo,re,(lut~: c(')urt$i~~h~,L',S,,:\rill:iind domestic
spoken, stating that McM."II'"' .lnd <,lIltitfust claims <1fbitrable. •

\

.~ .107 L.S. I

::'11"',1. n,'ll':;u .H 1111

:'"~:;F~tlrr 1t1u .1111_Il1tD!I.f{ 1':1/oi'-l1

. ,,:'"11 ....upp u:,":::.u:,"'-I("'''.J,'\.' IQ~;I

'., ,-,,~,.,: . l,t·,l·',·.I": l',· . ll'I~,f;' L,·'·I·. '-I-I~

:" ~~.C :~ltlt"'lh(H l'Nlr

4" M. olt 516.

"i '-I:: F 2d-lh;', -I';"n'(.~.lldOr 1'ltl1I

': FI,r l,~.lmplt·. C.,IM' ;', t,'tl'I~. -I1'lS F 1J 01 1
r3th (n 1'01;'-111".,".1 cent'r,ll m.1th·r .1ritlh·'-l!'!
d.lIm.,; .1ft.'nnt .lppn'pri.ll'· ""~t'ct, lit ,,,bllr.1­
tllIO :!l'u·q.,t! ',"''il'nllw .l~·"'1-·nwnt,!II,lrt'll­
tr.\f,· I:- .. nl.ldt' .lttl'r Iht' diSPUft' .1r1.....·~ ." ;llQ
FSurr o.N

5"iur~""A.ml"r'CifIl E.' 1•• 1114'• • 7~~ F.2d Q.J (2nd
Cir. tqRh)(RICOd,lims and cJdlmsund~rtht<
5t-...·ur!tlesE\ch.ln~e r\("I (l( rq.,.J non.ubir",­
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Drafting for Confidentiality,'
Arbitrabilit)T, and Enforceability
in Intellectual Property Agreements
(with Form)

by David W. Plant

"ADR" refers to alternative dispute resolution; "Ip," to intellectual property;
"AAA," to the American Arbitration Association; "ICC;' to the International
Chamber of Commerce; "WIPO:' to the World Intellectual Property Organi~

zation; "CPR:' to the Center for Public Resources ("CPR") Institute for Dis­
pute Resolution; and "The New York Convention of 1958," to the Convention
on the Recognition and Enforcement of Foreign Arbitral Awards, June 10,
1958, 21 U.s.T. 2517, T.LA.S. No. 6997, 330 U.N.T.S. 38.

A. Introduction

1. Alternatives to conventional litigation can be advantageous in protecting
confidential information. Various techniqu;s, when used under the proper
circumstances, have proven effective in this regard. However, a technique
that is effective in resolving the underlying dispute may not necessarily
provide long-term protection of confidential information, and thus in this
respect may not prove advantageous over litigation.

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

A complete set of the course materials from which this outline was drawn may be pur­
chased from ALI-ABA. Call1-800·CLE-NEWS,exl. 7000, and ask forSB41.
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2. Similarly, a technique that offers some protection of confidential informa­
tion may not satisfactorily resolve the underlying dispute. For example,
when considering arbitrailonas the dispute resolution process, you must
be concerned about what issue,s (especially intellectual property issues)
may properly be arbitrated and whether the award may be enforced. If
arbitrability and enforceability are not ensured, investments of resources
in arbitration may yield disappointing results.

B. Confidentiality

1. Confidential information may include substantive information ontechnol­
ogy, manufacturing recipes and processes, ways of doing business, cus­
torrier lists, financial information,)Jusiness plans and strategies, and the
like. It may also include the fact that a dispute exists, its subject matter,
the status of the dispute, and the. terms on which the dispute was re-
solved. .

a. The advantages of ADR in protecting confidential information vary
from technique to technique.

b. Understanding those variations will go a long way in helping business
people and their counsel select and implementanjl.pwopriate p~ocess.

2. .Adjudicative .Alternatives to Litigation. In adjudicative alternatives to formal
litigation, e.g., arbitration, proceedings through filing of a final arbitral
award may be confidential. This protects the parties vis-a-vis the general
public, but it does not inherently protect one party's confidential informa­
tion from disclosure to another party to the proceeding. On ~his 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 order may beissued by an arbitral tribunal is not a
certainty. The parties must be fuIly aware not only of the institutional
rules under which they are arbitrating, but also ofthe arbitral law gov­
erning the proceeding. 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 arbitration.
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ii. Rule 17 of the CPR Rules For Non-Administered Arbitration of Pat­
ent and Trade Secret Disputes contains detailed provisions regarding
sonfidentiality,· including authorizing the tribunal to issue an appropri­
ate order (Rule 17.6).

iii. Rule 33 of the AAA Patent Arbitration Rules provides only in terse
terms for the issuance by the arbitrator of an order to protect confid~n­
tial information.

iv. Rule 34 of the AAACommercial Arbitration Rules appears to autho­
rize the arbitratorto issue an award "to safeguard the property that is
the subject matter of thearbitratibnt

v. The current ICC Rules of Conciliation and Arbitration are silent on
this subject, although they may soon be revised in this respect as well
as others.

b. In addition, regardless of the provisions of the applicable rules, the
cultural or experiential background of the arbitral tribunal may play a
decisive role in resolving the question of howfar the tribunal will go in
endorsing a protective order. This is especially true in multi-national
and multi-cultural arbitration.

c. IInportantly, po~t-arbitral proceedings often leave otherwise protected
information ~'ulnerable as far as pUblic scrutiny is cpncerned.

i. This is true because. to enforce an arbitral award against a recalcitrant
loser it is necessary to go to court to seek a judgment on the award. In
doing so, the record of the arbitral proceeding, especially the c"',rd
itself and often the entire record, may,not be under seal.

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

d. Of special interest with respect to patents is section 294(d) and (e) of
the U.s. Pat~nt Act (35 U.S,c. §294(d) and (e». Section 294(d) and (e)
requirf!that an award in an arbitriltion pursuant to section 294 is not
enforceable until the award has been filed with the Commissionerof
Patents. This, of course, is not consistent with a desire to maintain
confidentiality.
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e. Also of interest is 35 U.s.c. §294(c). That section provides, subject to
agreement by the parties, for modification of an arbitral award 0' -_ •

.. ent validity,' enforceability or infringement in the event of a subsequent
judgment of invalidity or unenforceability with respect to the same
patent. Thus, a court is charged under secti9n 294(c) with the duty of
examining the original arbitral award for purposes of determining
whether or not it ought to be set aside. This, of course, provides fur­
ther opportunity for public scrutiny of information tile parties thought
was secure in the original arbitration.

3. Also of concern is the prospect of a third party's relying on an earlier
award in an arbitration of a United States· patent for its estoppel effect
under Blonder-Tongue Laboratories v. University of Illinois Foundation, 402
U.S. 313(1971).

a. Additionally, a party to the earlier arbitration may rely on an arbitral
award for its res judicata 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. /Von-Adjudicative Alternatives. With non-adjudicative alternatives tolitiga­
tion, the parties have far more. controL over their problem, its solution,
and how the procedure of solving their problem wiIlbe formulated. Criti­
cally important is the fact that no public tribunal need playa role in craft­
ing the solution. The solution is customarily in the form of a private \Igree­
ment between or among the parties. Usually, it needs no court
endorsement (although in the event uf a breach, intervention by a court
may be reqUired). An exception is, of course, a dispute embracing anti­
trustor other public interest issues that may require court review. But this
does not mean that all confidential<information ~f one party or another
that might have been of record in a litigation need be reviewed by the
court or otherwise made available to the public in connection with judicial
consideration of a settlement agreement.

a. Normally, mnon-adjudicative procedures (e.g" mediation), all discus­
sions between the parties, and am.ong the. pamesand the neutral, are
regarded as privileged, i.e. within the protection afforded settlement
discussions. Also, frequently, the parties need not share with one an­
other their confidential business information, except with respect to
specific issues.
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b. Thus, non-adjudicative proceedings are much less likely to be the sub­
ject of public scrutiny, and are Jess likely to put confidential informa­
tion on the table.

5: Consider some specific situations.

a. Conventiortal Mediation. Customarily, all communications between the
parties and among the parties and the mediator are confidential in me­
diation. This includes information shared in joint caucuses and trans­
mitted to the neutral in private caucuses.

i. Ordinarily, the mediator and the parties expressly agree atthe 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
cjiation Rules, Section A.7 and Bof the CPR Model Procedurefor Medi­
ation of Business Disputes, Rules 11, 12 and 13 of the AAA Commercial
Mediation Rules, and Article 11 of the ICC Rules of Optional Cqncilia-
~.) .

ii. The normal aspects of the mediation process go a long way toward
insulating a party's confidential information from disclosure to thircj
parties. However, it may not go all the way. If mediation results in a
resolution of a dispute, the resolution and the factors thatled up to it

.may be the subject oflegitimate discovery in ensuing litigation. But the
fact that this non-adjudicative process occurred· is not in and of itself
lilsely. to permit a third party to penetrate the immunity that would
otherwise protect a party's confidential information.

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

c. Summary Jury Trials. In summary jury trials, the problem of confiden­
tiality is more complex because of the presence of the jury and the
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courtroom staff. Thus, this ADR technique cannot be. easily vi~wed as
consistent with the protectioriof confidential infonnation.

d. Ex Parte Submissions to a Neutral. In actual practice, when each pi:lrty toa
trade secret misapprppriation and patent in.fringement dispute has not
wanted the other party to continue to be exposed to fresh proprietary
in.fonnation of the part}r, the parties and the neutral· (the author) have
w()r~ed out a procedure whereby the neutral received ex parte submis­
sions from each. party on acon.fidential basis,· with neither party being
privy t.o whatthe other party had submitted to the neutral. This in­
cluded bothoraland written submissions. CPR's Model Agreernentfor
Ex Parte Adjudication of TradeSecretMisappropriation and Patent Dis­
putes is based on this predicate.

6. Interested Non-Parties. Often overlooked is the fact that many non-parties
may have a legitimate interest in the existence of the dispute and its out­
come, whether adjudicative or non-adjudicative.

a. Non"partiesthat may have a legitimate interest in the existence of the
dispute are:

i.Parent corporations, subsidiaries and divisions; .

ii.Principal investors and potential investors;

iii. Indemnitors and insurers;

iv. Vendors and customers;

v. Partners;

vi. LIce Isors and licel1sees;

vii. Potentialin.fringers;

viii. Govemmentregulatory and taxing agencies;

ix. Creditors; and

x. Parties to similar disputes.

b. It is 110t difficult to envision one or more of those non-parties applying
to a court for access to an arbitration award, the underlying arbitration
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record, or a settlement agreement resulting from a non-adjudicative
ADR process. If the court grants the application, confidentialitymay be
compromised.

C: Ar17itrability and Enforceability in Arbitration

1. In disputes concerning international commerce, arbitration has many ad­
vai\tag!!s. But arbitration is valuable only to the extent that the ilgreement
to ar~itrate can be. implemented and the. resulting award can be enfor~ed.

A very important question in international commercial ~rbitration is
whether an arbitral award will be enforced in all relevant countries, in­
cluc;iing the site of the arbitration and countries other than the country
whose legal system governed the proceedings and the resolution of sub­
stantial issues.

2. The New York COnl!ention. The New York COlwentiori of 1958 provides the
structure to frame that question, but it does little to answer the question
with respect to the arbitrability of intellectual property c1ispu~es- '!·partic­
ularly difficult problem.

a. The New York Convention establishes. a unified legalframeworkfor the
fair and efficient settlement of disputes arising in international com­
mercial relations. More than 100 coul1triesare parties to the Conven­
tion, including most important socialist and capitalist trading nations
and an increasing number of developingc:ountries;

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

i. The enforcement of arbitration agreements and the enforcempM< of
foreign arbitral awards. It applies to arbitral awards rendered il' any
country other than that of enforcement or otherwi~e rot c:onsidered
domestic in the country in which enforcement is sought. New York
Convention, Article 1(1). Ho\Vever, .under Article V pf 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 prop!!rty disputes.. TJnderArticleV(2)(a) recognition and

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

iii. It has been argued that an arbitral award that cannot be e,nforced
because of violation of public policy is also a matter that is not capable

, of arbitration under Article II. See, Mitsubishi Motors Corp. v. Soler
Chrysler-Plymouth Inc., 723 F.2d 155, 164 (1st Cir. 1983), rev'd in part, ';73
U.S. 614 (1985). When the challenge is to the enforceability of the
award, the public policy ground is asserted after the arbitral awardh,as
been rendered. Jay R. Sever, Comment, The Relaxation of Inarbitrability
and Public Policy Checks on U. S. and Foreign Arbitration: Arbitration Out of
Control?, 65 Tui. L. Rev. 1661 (1991).

c. Article V(2) is relevant to intellectual property disputes because signifi­
cant intellectual property rights are granted, sometimes after examina­
tion, by public authorities. Even in countries where there is no exami­
nation, such rights are nevertheless granted by a public authority.
\-\'hen intellectual, property affords the owner the right to exclude, the

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

i. Thus, Article V provides courts of member countries grounds to
refuse to give effect to an agreement to arbitrate intellectual property
disputes and to deny recognition and enforcement of a for~ign arqitral
award resolving such disputes-at least when the intellectual property
rights were granted by or registered with a governmental agency of the
member cCl..ltry.

ii. As a result, there is troublesome uncertainty about the arbitrability
of disputes where intellectual property rights are at issue-especially
\Yhen different rights granted by different authorities are .concerned.

3. Rights in Various Countries. New York convention countries have applied
Artisle V(2). to intellectual property rights such as ownership, validity,
infringement, 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 rights do not arise out of public
registration or examination.

i. These disputes are usually private in nature, arising from breach of
contract or breach of aduty 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 ao/arding that relief-both in the country of the
arbitration and in countries where a party may wish to enforce the
award.

b. Licensing. Generally, disputes affecting licensing or other contract rights
in which only damages are claimed may be referred to arbitration. Con­
tractual disputes between parties to an intellectual property agreement
are typically arbitrable provided that resolution of the dispute does not
affect third parties.. Questions of interpretation ofan agreement, breach
of the agreement, and amounts owed under the agreement are arbitra­
ble. This includes most disputes that may arise in relation to the licens­
ing or other transfer of intellectual property rights, including royalty
disputes, between private parties. However, resolution of a dispute
over the validity of a licensed patent, for example, may not be arbitra­
ble in many countries, and thus an award purporting to resolve such
an issue may not be enforceable.

i. A licensing dispute to which a government is a party requires special
consideration. Concern for the public interest may be heightened when
a government is on one side of a dispute.

ii. Finally, when injunctive relief is sought against a licensee in default,
the public interest (as in the trade secret situation) may affect both
arbitrability and enforceability.

c.Ownership. When an intellectual property right is .granted by or regis­
tered with a public authority, questions concerning ownership of that
right may embrace public interest issues. Thus, the arbitrability of
qu~stions concerning ownership of an intellectual property right has
been treated differently in different countries. When the intellectual
property right at issue is not registered with a public authority, the
issue of ownership may be arbitrable if it is not otherwise affected with
the public interest.
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d. Scope and Infringe~:nt of ·Patents and Trademarks..Questions concerning
scope and, infringem._.IL of int~lle.ctual prope~ty rights such as patents
and trademarks often include matters extending beyond the private
interestsofthepartie~ to.the.disput~.Thus,illm~nycountries~ dis­
putes over the scope andinfririgemeilt of a patent or trademark are not
proper subjects of arbitration. Disputes over the scope and infringe­
ment of intellectual property rights that are not registered with a public
authority are arbitrable if the public iriterest or public policY does not
mandate otherwise.

e. Validity and Enforceability of Patents and Trademarks. Questions regarding
the Yjllidity .or enforceability of an intellectual property right such as a
patentoratrademark is ama.tter in which the public has an interest.
When a competent court decides that a patentor trademark is invalid
or unenforceable, the pertinent official register reflects that decision to
provide .notice to the interested segment of the public.

4. ,Suggested Contract Language. In countries where the arbitrability of'intellec-
..tual property issues is .limited, .not favored,.' orothenvisein doubt, .the
prospects of enforcing,C1n award that in fact determines only private, com­
,mercialrights between the parties, notwithstanding an underlyirigintel­
lectual property dispute, may be enhanced if no purported determination

.ofi'ny potentially non-arbitrable issue is made by the arbitrator. Accord-
ingly, the contract language appended to this outline may increase the
likelihood of enforcing arbitral awards' relating to intellectual property
rights.

D. Conclusion

1. With ron:"lght and care, you can adopt an appropriate ADR procedure
that will not only achi,eve the primary goal of expeditious andfairresolu­
tion of a dispute, but also provide reasonable assurances of. protecting
confidential information.

2. What that procedure should be poses an interesting challenge that de­
serves your full attention.
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A.PPENDIX
Model Int.ell~ftual Property Displl-te Resolutipn Clause

1. This dispute is a private cOlIlmercii\ldispute between the parties and
affects. international colIlmerce.. [l're,dispute. clall-se:Any disp1Jte arising
hereund.er is likely to bea .pr!X-atec8wrnerc:ial dispute between the parties
and to. affect international commerce.J

2.. The parties agree that this dispute and all aspects of this dispute shall
be resolved by binding arbitration ~Jlely for the rights oftheparties with
respect to one another.

3. Ifthe determination of this dispute necessitates the Arbitrator'sconsid­
erationof any issue relevant to the validity. enforceability' Or infringement
of any [IP right) of any party with respect to another party, the Arbitrator
shall have the authority to consider all such issues and to express a view
on all such issues. The parties expressly agree that the Arbitrator shall not
have authority to declare any such [IP right] valid or not valid, enforce­
ilb1e, Or not'enforceable or infringed or notinfringed, provided, however,
that the .Arbitratormay express a non-binding view {Or the parties On
)"'hether in the Arbitrator's view a CoUrt or other government agency of
competent jurisdiction would uphold the validity, enforceability or in­
fringementof any such [IP right). The Arbitrator shall specify [may state]
the Arbitrator's reasons underlying that view. However, neithedhe view
of nor the statement of reasons by the Arbitrator shall be regarded by any
party or any other entity as a declaration of validity Or invalidity, enforce­
ability or unenforceability, or infringement or non-infringement of any
such [IP right].

4. The Arbitrator's award:

a; Shall state what acts, ifany, a party rnayor may nOt undertake with
respect to any Other party;

b. Shall be final, binding and effective only between. or awong the
parties; . . .

c. Shall not be appealable by any party; and

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

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

l"ew York, New York
June 1996

INTRODUCTION

Arbitration is an adjudicative process forresolving disputes. In lieu ofa

judge or jwyin a court room, one or more (usually, three} private citizens selected to

serve as the.arbitraltribunal receive evidence and hear argument in a conference room or

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

Arbitration may be binding or non-binding. Non-binding arbitration, while

adjudicative insofar as the specific arbitration proceeding is concerned, may be part of a

largt?r non-adjudicative process. Arpitration usually is the result ofan agreement between

the parties, but it may also stem from an initiative by a court..(Courts usually order only

non-binding arbitration.) Arbitration may be administered by an institution and subject to

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

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

arbitrations, it is nl't unusual for the parties and the arbitrator to agree to depart from the

administrative institution's published rules.

An arbitrator's decision is embodied in an award. If a party is.concemed

about c()llateral estoppel effects of a binding arbitral award or other adverse commercial

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

infringe), a reasoned award may not be desired. Also, conventional wisdom in the United

© David W. Plant 1996

APPENDIX D



States suggests that a reasoned award may Qe mOre susceptible to modification or

vacation by a court than a bare "win-lose" award.

Because arbitration is usually the product of a:: agreement between the

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

agree lipon governing lawand applicable rules, specify issues, fix time limits and defme

the scope of the arbitrators' authority. Afull understanding bycounsel and client, and

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

expeditious and equitable use of arbitration.

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

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

right may be modified by the parties, -- e.g., enlarged so that a court or another tribunll1

may perform a more typicil role in ascertaining whether an arbitrator's fmdings offact

llfe 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 sometimes received baa press,

occasionally because an arbitrator appeared to split the baby (an exaggerated impression

in many cases). Bllt amore severe dTawback 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 awl severe

2
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~... consequence). Fortunately, this result is not at all inevitable or even likely if the

arbitrator is selected with care.

Arbitration has proved to be.practicable, and efficiently and effectively so,

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

wide, and in the United States, in lieu of patent Office adjudication. It can continue to

",ork, especially if counsel and clients recognize that arbitration not only can be., but

should be, tailored to fit their sPlfcific needs.

II. WHEN IS ARBITRATION APPROPRIATE?

Arbitration of intellectual property disputes is appropriate un!Jer many

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

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

arbitration is binding or non-binding,

Arbitration is not suitable in counterfeit situations or other circumstances

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

necessary, or where other strategic considerations compel litigation.

In a dome.stic situation, the local courts may be the preferred recourse and

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

not be available, and if available,judgments they render may not be enforceable as a

practical. mattlfr.

(
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It is worthy ofnote that the World Intellectual Property Organization's

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

rules intended to provide for immediate (Le. "24 hour") interim relief in bincing

~bitration~iiIltelIectliaipropertY disputes. Otherarbitr~tion institUtions are~Iso

considering this issue. It is likely that the WIPO rules will be in place in 1997. What is

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 on developments on this front and

give thorough consideration to utilizing the WIPO immediate interim relief procedure in

situations where it may be efficacious. Even while promulgation of the WIPO rules is

pending, clients and counsel can use the proposed rules as a model for their own

agreement providing for immediate interim relief.

In bmding arbitration of international intellectual property disputes,

attention must be paid to whether or not the subject matter to be arbitrated is indeed

arbitrable, and to whether or not an arbitral award with respect to that subject matter will

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

binding arbitration of virtually all issues relating to Uriited States patents (35 U.S.C.

§ 294; also, § 135(d»). There are exceptions, but they are rare •• although the parties

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

opinion in the United States has assured that all other intellectual property issues (e.g.

trade mark, copyright, trade secret) are also the proper subject of binding arbitration.

However, such overall authorization of binding arbitration of all intellectual property

4
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Lastly, arbitration can and should be considered both before an intellectual

property dispute matures and after .the dispute matures. Arbitration clauses in agreements

relating to intellectual property transactions are commonplace, especially in international

transactions. And arbitration after a dispute arises, ifproperly designed and conducted, is

often a salutary way to resolve differences.

III. SOME CONSIDERAnONS WITHRESPECT TO ARBITRAnON CLAUSES

Arbitration clauses in international commercial contracts, or in domestic

contracts, relating to intellectual property matters are typically among the last to. be

considered, negotiated and agreed upon. Accordingly; such clauses oftens;ufferfrom

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

understanding of arbitrationand its applicability to the potential dispute can enhance the

prospects;()f settling on an arbitration clause that effectively leads to resolution ofthe

potehtial dispute with a minimum of ancillary proceedings and a maximum ofsatisfaction

(at least with the proceeding itself, ifnot c_ from the loser's perspective --the outcome).

Post-dispute arbitrationagret:mentsstand in vivid contrast tOp.~-dispute

arbitration clauses in agreements with respect to which dispute resolutionis a tertiary

concern. In post-dispute situations, the primary objectof the agreement is to fashion a

workable dispute resolution mechanism. However, because the emotional en.vironment

may be super charged as result of the dispute having matured,negotiating apost-dispute

clause carries difficulties of its own.
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First, what rules are to govern theproc~ediIlg? This is 8IIlong the most

important considerations, because in pr~.dispute clauses ther~ is a tendency to use a

boilerplateclausethatleaves to specified institutional. rules th~entire burden ofshaping

the procedure··from commencement ofthe arbitration through fmal award. This may be

entirely satisfactory in some circumstances, butclients and couns~1 should be thoroughly

familiar with the rules invoked and thoroughl.yaware ofwhattheyare.agr~~ingto.

Second, should the arbitration be administered by an arbitral institlition?

Shouldit be ad hoc? Shquld ifbe a hybrid? For the l.esssophisticated users,

administered arbitrations probably serve useful functions, For thempr~ sophisticated

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 bythearbitraLtribunal? It is

especially important to· understand whether the arbitral clause is confined to contract

issues relating only to breach of the contract in issue, or whether the.claus~ is framed so

as to embrace all issues arising out ofany transaction related to the contract ··includipg

tort causes of action. It may .alsobe salutary to give thought to whether the dispute can

be resolved by arbitrating fewerthanall.possible issues, thus focussing on a specifi~d,

7



dispositive issue requiring less time and less expense for resolution than an all-out arbitral

war would engender.

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

seasoned, dedicated, even-handed, available tribunal is critical to the success of the

process. Thus, clients and counsel should consider asswningfullcontrol ()fthe selection

ofarbitrators, leaving to an institution or other entity the power to selectonly in the event

of intractable disagreementbenveenthe parties. Indeed,. as the author's own experience

confinns, selection of the arbitrators can be the subject of a separate mediation process

where necessllI)'{e;g. nvoparty appointed arbitrators can mediate with clients and

counsel the.selectionof the chair). On this score, itis importantto anticipate the

difficulties posed by multiple party arbitration and the appointment ofparty appointed

arbitrators. The parties should agree as to the aligrunentofgroups ofparties for purposes

of selecting party-appointed arbitrators,or ifagreement is not possible, Jeaveappointment

of all arbitrators to an arbitral institution.

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

international commercial arbitration, the custom is that all arbitrators are neutral and

independent ofthe appointing party. Of course, there are exceptions. Also, in.domestic

arbitration in the United States, it may be penectIyacceptable, indeed expected, for a

party appointed arbitrator toactas an advocate for the appointing party. Thus, clients

and cOUllsel must be very clear on the ground rules that will govern conduct ofparty

appointed arbitrators. This begins with the selection process an4continues through

8
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rendering of the fmal.award.Fore"iIIl1ple,candidlltesforappointmentl1Y a party must be

yery circwnspect inpre-appoiIltme;nt interviews.. And ,lifter appointment, the arbitrator

andllil others concerned must be very cle;ar on the party appoiIlted arbitrators rights and

obligations vis-a-vis the appointing party.

Sixth, where is the arbitration to. be held7 A country whoseJaws and

pra~tices are hospitable to arbitration.should be; selected as th.e situs. Cultural

consi~erations may dictate situating th.earbitratioIi in a country different from any

country ofwhich a party is a national. This may pose nice issues with respect to multi,

nationlll corporations. Often, the site ofthe arbitration it is simply a matter .of

convenience .for the parties, witnesses and arl1itrators (and sometimes, couqsel). The law

( of the .situs is not to beoveriooked. If the arbitration clause or agreement is silent asto

govemmgarbitrallaw, the law ofthe situs will usually control.

Seventh, what will the schedule be, and may it be modified? There should

be a schedule. Ifthere is none, the arbitration may unexpectedly extend far into the

future. Some arbitral institutions. and some institutional rules specifY the schedule.

Others are silent. Typically, it is up .to the parties -- .arbitration i~ a crealUI ~ ofagreement

-- and the parties can fix and can ll10difY the sc.hedule. Not only the parties but also the

arbitral tribunaLshouldagree to the schedule. An open-ended approach,especially

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

uncontrollllble expense,.8I\djustified frustrlltion. on the parts of the parties.
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Eigh~whatinformationwill be exchanged before the evidentilllyhearing?

United States counsel are accustomed to extensive discovery. Counsel in other countries

are not. The partiesaridtheir counsel should understandfullvwhat will occur on this

score, and what the consequences will be offaillireto provideinfonna.tionCa.Iled for.·

One consequence may be that the arbitra.I tribuna.I willdraw inferences adverse to a party

that fails to produce such information. Also, theclientSand counsel should understand

that the applicable a.rbitra.I la.w, the comllositionof thetribuna.I liI1dthe customs ofthe

jurisdictions inwhich counseInonnallypractice all may lend a specific and specia.I

character to arbitra.Iproceedings;·Tha.Hs, the saJne a.rbitrationunder the same arbitral

rules m~y beentiiely different procedurally, depending on the composition ;ofthetribuna.I

and the backgrounds of counseI.For eXaJnple, a tribunal with Swiss national as chair

may be far less generous in permitting pre'-hearing discovery than a tribunal with an

Americlln chair.

Ninth, what will happen at the evidentiary hearing? Clients and counsel

should understand that in some proceedings direct testimony is taken only on written

statement, followt'd"ycross-exaJnination by counsel;·or followed only by inquislllOn by

the tribunaI.They should understand also how much time will be allocated lothe

evidentiary hearing; and also whether pre-hearing brief's, post-hearing brief's or oral

argumentwill be permitted.

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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t~ itself are confidential. This .xiew is no.t altogether sound. Arbitration proceedings are.

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

character ofproprietary information that one partYmaydisclqse to anClther. Atribunal

may refuse to order disclosure of one PartY's confidential information to another party.

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

is entirely likely that the award will be a matter of public record. (Under 35 U.S.C.

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

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

non~p;u:ties'! Non"partyJicensees, cOlnpetitors, vendors, custpmersand future IitigllPts

may have a legitima,te.interestin learning the outcpme ofthe arbitration. ~o may

(( gove~entagencies (e.g. antitrustauthorities, tax authorities, other regulatory

authorities), ind~mnitors,private.investors andre!atedcompanies, such ~s parents. In

short, clients and counsel can. take. steps to insure protection of confid.eIltial information

between the pa,rties, but the.y should not count on the award or the record of the
.. .. , -,- ...... -. .. .. - ..-.. '.

proceeding remaining out of the public's reach,

Eleventh, what.remedieswill be.ava,ilable? Those who have followed

reported judi9ial opinions in the United States will.Jsnow that there is a vigorous dekate 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.arepunitive

damages'! In the United States, simply because damages may be increased (typically,.up

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

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

United States inteIiectuaI property right inquestion, enhanceddanl.ages mayor may not

be regllrdedas punitive(e.g.increaSeddanl.ages tIIldeithe patent act are punitive;

increased damages are awarded in trademark cases under the Lanhanl. Act only ifnot

punitive; enlianced statutoI)' damages in copyright intnngement actions embody both

components). IiI addition, clients and counsel must be alert to the fonns ofreliefthllt

mayor may not be available under specific rules or specific governmg law. Monetary

damages may have to be awarded in a specific currency. Only limHedforms ofequitable

relief (e.g.permanelltinjunctions, specific performance}maybeavllilable. :

Twelfth, what fOIm should the award fake? In the United States,many

bindillg arbitration awards have been 1111ked win-lose awards, without reasons. IiI

international arbitration, a reasoned award is more likely to be rendered. mcontplex

intellectual propertydisputes,the partieS may want areaSoned award. However, there are

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

patent o\Vl1er may not Want the reasoned award to provide aroadntap f()rdesigning a non­

iniTiHgingproduct, neither pllrtymaywanfto risk collateral· estoppel effects ora reasoned

awarded, lind neitherpllrtyntaywant the award to revealcol1fidential mfolmation, if

through judicial enforcement proceedings or otherwise it becomes available to non­

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

arbitration. clause or agr~ement? The answer is. any number. Examples are the language

ofthe arbitration, governing law on the merits, governing arbitrallaw1 specific procedures

for enforcement of the award, .specific procedures for seeking relief from the award,

recourse the parties may have ifan arbitrator does not participate, the consequences ofa

party's failure to aPPear at a hearing, etc.

IV. IS.AA.BITRATION UTILIZED IN INTELLECTUAL PROPERTY DISPUTES?; '.' .-' ,.

The answer is anunqllalified yes.

Clearly, litigation is the preferred, and s()metimes only, route for resolving

.. {( intellectlll.l1 property disputes. AJs(), ()ther ADR mechanisms, such as mediation, are
\ ,

becomirlgincreaswgly attractive, NeveJ1heIess, both administered and ad hoc arbitration

have been, and are being, utilized.

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

the supjectof arbitration. One reasonis the confidentiality that shrouds such

proceedings--at least up to a point. Another reason is the difficulty arbiiJ,.• mstitutions

experience in attempting .to cla.ssifyarbitrations initiated.under their auspices.

Notwithstanding this sitllation, it seems fair tosay that substantial numbers of intellectual

property disputes hayebeenthe sllbject ofarbitration proceedings in recent years. 1'he

llurnber is likely to.pe sigllificantly larger thaninstitutional statistics would .~lIggest,
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because intellectual property issues are·often a component of intemational commercial

disputes that are not classified by institutions as "intellectual prbperty" disputes.

This returns us to the point made in Section II. regarding arbitrability and

unenfoi6~~bility. E~eniliougltadisputeb'eing;U:bitrlltedappearstb includcall

intellectualproperty issue as a minor component, clients and counsel should be aware of

the potential impact on the enforceability of the award bverall.•• Fotexample, if the

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

intellectual property right (e.g. a patent, a tegiSterecl trademark) isnot valiclor otherwise

is not enforceable, all concerned must be alert tbthe impact on the award if that

intellectual property ruling is held by acourt to have been outside the poWer of the

arbitrators under the arbitral law governing the arbitratioll, or is held by a court to be

unenforceable iIi the jurisdiction in whichenforcemellt of the award is attempted:

V. WHAT SERVICES DOVARIOUS INSTITUTIONS OFFER?

We coltsider here two categoriesbf institlltion: (I) ADR.providersand (2)

intellectual prope~ urganizations.

ADR providers in the United StatesinClude organizations such as the

American Arbitration Association, CPR Institut~ for Dispute Resolutibnand

JAMSIEIIdispute, and elsewhere in the world, sUl:h organizations asthe International

Chamber of Commerce in Paris, the [Clndon Court of InterIlatiomil Aibitration, Chartered

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

14
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( Columbia International Comm~rcialArbitration Center in Vancouver, and others such as

the Stockholm ChamberofCommerce, China International Economic and Trade

Arbitration Commission, and InternationaLArbitral Centre ofthe.Federal Economic

Chamber in Viennll.. Among these .organizations,onlytheAAA and CPR seem to have

prqmulgatedrules, or model rules, directed specifically at arbitration of intellectual

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

Arbitrati(ln of Patent and Trade Secret Disputes, CPR Model Agreementfor Ex Parte

Adjugication .of Trade Secret Misappropriation .AndiOr Patent Disputes). This is not

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

issues associated with intellectual property .disputesand are prepared to provide

( ( arbitration services of such disputes under one set of their rules or another. Even with
" '-...

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

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

International Arbitration Rules, and the CPR Non~AdministeredArbitration Rules.

The CPR Model Agreement for Ex Parte Adjudication of Trade Secret

Misappropriation And/Or Patent Disputes is (lfespecial interest in connection with non-

binding arbitration of disputes in which each party desires to insulate its proprietary

information from the other party. This model agreement may illustrate useful procedures

not typically employed,. but nevertheless of real practicability.

As for intellectual property organizations, the World Intellectual Property

Organization seems to be the only organization to have established an arbitration and
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mediation center and promulgated rules for the· purp()seof providingADR services

specifically fortheinteIlectual property c()mhllinity. TheWIPO Arbitration and

Mediation Centre camedn line in October 1994. Its directot, Dr. Francis Guny, has

assernbleda panel jdfpotential·neutrals nUIrtber'ing ovet400 petsdnsfi"omaroundthe ..

world. While at this writing WIPO Arbitration Rules may not havegovemedanyspecific

proceeding, those rules have been incorporated into dispute resolution clauses in

international agreements and will in due c~l1rsebeapplied.At the same time, theWIPO

Centre has consulted with and providedinfonnaI Services to many disputants around the

world.

VI. CONCLUSION

We have skimmed the sUrface in this introductory piece, leaving many

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

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

dispute resolution mechanism. On those occasions where 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 thoroul1hness of their understanding of the

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

C(, arbitration agreement, and then to implement that. clause or agreement in a rational way.
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35 u.s.c. § 294. Voluntary arbitration

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

(b) Arbitration of such disputes, awards by
arbitrators and confirmation of awards shall be
governed by title 9, United States Code, to the
extent such title is not inconsistent with this
section. In any such arbitration proceeding, the
defenses provided for under section 282 of this
title shall be considered by the arbitrator if
raised by any party to the proceeding.

(c) An award by an arbitrator shall be final
and binding between the parties to the arbitration
but shall have no force or effect on any other
person. The parties to an arbitration may agree
that in the event a patent which is the subject
matter of an award is subsequently determined to
be invalid or unenforceable in a judgment rendered
by a court to competent jurisdiction from which no
appeal can or has been taken, such award may be
modified by any court of competent jurisdiction
upon application by any party to the arbitration.
Any such 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 s~t 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 a~ award is modified by a court, the party
requesting such modification shall give notice of
such modification to the Commissioner. The
Commissioner shall, upon receipt of either notice,
enter the same in the record of the prosecution of
such patent. If the required notice is not filed
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with the'Commissioner, any party to the proceeding
may provide such notice to the Commissioner.

(e) The award shall be unenforceable until
the noticr--'}quiredby ~ubsection (d) is received
by the Commissioner.
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35 U.S.C. § 135. Interferences

(dl 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 Me(iiation Process
And Intellectual Property Disputes

David W Plant
Fish & Neave

New York, New York
1998

Mediation is a facilitated negotiation, in which a neutral (the mediator)
attempts to assist the parties in finding their own solutiorito their own problem.
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I. SIX PHASES OF THE MEDIAnON PROCESS

A. Getting to the table.

B. Preparing f0rtbe proce~s.

C. Initial sessions.

1. First jointsession.

2. First private session.

D. Spbsequentsessions,

E. Closure, viz. "End Game".

F. PostcMediation.

c:opytight DW Plant, NY, NY 1998 2
07/06198 12:45 pm
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II GETTTNG TO THE TABLE

A. Preparation

I . Know all parties' real interests and real needs.

2. Know your BATNA, and the other parties' BATNA's.

3. A dispute is an opportunity to .create value.

4. Know the ADR menu.

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

6. Post-dispute more difficultthan pre-dispute.

B. How to break the ice.

I. Court rules.

2. Professional responsibility,

(
,
J. Clients' pledges and commitments.

4. Client's policy.

5. Common sense.

6. Who·)

a. Party to party.

b. Lawyer to lawyer.

c. Neutral good offices.

7. Your adversary mustbeyour partner.

3
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IlL PREPARING FOR MEDIATION

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

B. The mediator.

I. Parties and counse1jointly se.lectthe mediator (desirable); or Court
or other institution selects the mediator (not desirable).

2. Know your mediator.

a. Reputation:

b. Some characteristics.

c.

(I) Patient

(2) Diligent

(3) Sensitive

(4) Flexible

(5) Creative

(6) Trustworthy

(7) Authoritative

(8) Even-handed

Competence.

I

.(I) Subject matter.

(2) Process

(a) Experience.

(b) Training.

4
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d. Style.

(1) Facilitative.

(2) Pro-active and evaluative.

e. How does the mediator manage personal interaction?

f. Sources of information.

(I) Institutions.

(2) Colleagues.

C. The mediator communicates.

1. Joint telephone conference with counseL

2. Emphasizes that whatever is in d.ispute, this is a problem to be
solved as partners, not a war tobe won as adversaries.

3. Continues transformation of adversaries into partners.

Fundamental shi:~ in viewpoint.

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

4. Explains process.

a. Process.

b. Journey.

c. Negotiation.

5. Is alert to semantic issues.

a. E.g. "binding" mediation.

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

( 5
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6. Participants to negotiate in geod faith and with candor.

7. Explain who must be present and their roles.

a. Parties -- principals; authority to settle.

b. Counsel-- counselors; not necessarily litigators.

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

8. Schedule.

9. Confidentiality.

10. Pre-session Submissions -- briefs.

a. Positions.

b. Real interests all'; !l~cds.

(I) BATNA

(2) Be creative and be objective. I

(3) Do you need litigation?

(4) Is there a business relationship to be preser,pd or
created?

(5) Are there politicalreasons, 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.

(I) Subject matter.

(2) Time.

6
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( e.

f

0-o·

h.

Assess the strengths and weaknesses of both sides'
positions.

Conduct an objective litigation risk analysis.

Include the few material exhibits.

Clarity whether briefs are in confidence and ex parte to
mediator, or are exchanged.

I 1. Court-annexed aspects.

a. Understandduties and responsibilities of the mediator.

b. Comply with the schedule.

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

12. l\1ediator's fee.

13. Written,.agreement.

a. Deal with these and other issues.

b. Parties' consentto mediator.

Ethics,-- Responsibilities of The Mediator

I. No conflicts of interest!

a. Actual.

b. Apparent

c. Must immediately notity of any change in situation.

7
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2. Rights and obligations ofthe mediator vis-a.-vis the parties.

a. Past engagements.

b. Present engagements.

c. Future engagements

d. Finn's engagements

(1 ) CPR model agreement.

(2) Other Clauses.

e. Fees

(1) Hourly.

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

(3) Who pays? When?

f. Power imbalance.

(1) Large \I small.

(2) Party represented by counsel v: pro se.

(3) Wealthy v. poor.

(4) Sophisticated v:· unsophisticated

(5) E~stern \I. Western.

. (6) Europeanv. U.S.

j

g. Not judge.

h. Not a party's attorney.

I. Not party to a crime or fraud.

J. All information confidential.

8
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3. Immunity.

a. Suit.

b. Subpoena.

4. Mediator to manage process.

a. Substantive problem is the parties' problem to be solved by
the parties.

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

c. May have to mediate re the mediation process.

5. Mediator as arbitrator.

a. This process.

b. Later dispute.

6. Arbitrator. as mediator.

7. Mediator will withdraw.

a. If conflict of interest.

b. Ifparties not participating in good faith.

c. If clear mediation will not be successful.

d. If mediator would be party to a crime or fraud.

E. Role of Counsel and Parties in Preparation.

I. Must understand mediation -- know what to expect.

a. The variations on the themes.

b. The pros & cons.

9
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2. Understand all counsel's and ~Ilparties'negotiating techniques.

a. Principled.

b. Scorched earth.

3. Beware misconceptions.

a. Mediator's power-7 not a judge.

b. Injunction needed -- still can settle.

c. Intellectual prgperty right invalid or unenforceable - still can
settle.

d. Intractable parties -- still can settle.

e. One party seeking discovery -- still can settle.

f. One party signaling weakness -- still can mediate fairly.
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t<"
IV. THE FIRST JOINT SESSION

Amenities.A.

.. Rooms.

2. Coffee.

,
Telephones.~.

4. Meals.

5. The table.

6. Courthouse v. private office.

B. Introductions.

1. Everyone present.

2. Parties seated next to mediator; counsel not next to mediator.

3. First names.

a. Usually.

b.Ev~ntually.

c. Even mediator.

!\-1ediator explains process.

R,epeats essence of pre:iminary telephone conference.

2. Necessary because new participants, viz. the parties.

3. Emphasizes problem to be solved by parties working together.

4. Confidential.

a. The process.

b. Mediator's notes.
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5. Off-the-record settlement discussion;

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

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

8. Explains joint and private caucuses.

a. Emphasizes confidentiality.

b. Especially in private caucus.

9. Frankness and openness are requisites.

10. Good faith negotiations are required.

II. The principals (e.g. executives) must be prepared to participate.

12. Solutions to difficult problems call for creativity.

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

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

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

14. Ground rules.

a. This is the parties' (more specifically, the principals')
process.

b. Challenge positions, not persons.

c. Always focus on potential solution.

\
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d.

D. Emotion

The mediator will manage the process.

(I) Im"rruptions not be permitted.

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

(3) Explore options; brainstorm without judgments.

I. Can run deep.

a. Angcr -- other party is unfair, immoral and vindictive.

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

c. Dislike -- personal animosity; can't stand to be in the same
room.

d. Strategic "- for competitive purposes; anger as a negotiating
tactic.

2. Expressed in challenges to

a. Past and present positions.

b: Other principal's or counsel's integrity.

c. Other principal's or counsel's good faith.

d. PRst sins of omis,ion and commission.

3. Mediator's role.

a. Listen:

b. Express understanding.

c. Expect emotion at every session.

13
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d. Letparties air out, then

(I) Deflect anger.

t2) Encourage civilized dialogue.

(3) Move to private caucus.

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

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

E Which party speaks first?

1. Usually claimant or claimant's counsel speaks first.

2. But defendant may request to speak first.

3 Maybe the party who last proposed a resolution.

4. Or the party who proposed mediation.

5. May be party selected ad hoc by the mediator based on mediator's
instincts.

6. --·Mediator will assure other parties that all will have an opportunity
to speak.

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

I. Counsel should address the other side's represent..ti'es, !1Q1 the
mediator.

2. 5-10 minutes; if complex, longer.

3. Typically, more detail or changed position later.

14
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4. Purpose: to persuade other party of

a. Your bona fides.

b. Strength ofyour 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.

I. Asks questions to assure media.tor and parties understand --

a. Parties' positions.

b. Status of settlement talks.

c. Status of pending or proposed litigation.

d. Interests of others not present

2. Kinds of questions--

a. Open-ended.

b. Hypothetical.

c. Seeks help in understanding.

3. .Restates a party's position to assure clarity.

4. Asks counsel to restate adversary's position.

5. After hearing parties' ~:tions stated by counsel, mediator may ask
each party to begin to articula.te real interests and needs.
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v. MEDIATOR'S JOB AT ALL SESSIONS

A. Be patient.

B. Remain neutral.

C. Listen and understand.

D. Facilitate.

I . Communication,

2. Understanding.

E. Always optimistic; never pessimistic.

F. Assure. that everyone is heard and understood.

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

H. Engender trust and confidence.

I. Seek broad views from parties first; details, second.

J Understand the emotional roller coaster; weather it.

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

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

OR

2. Mediator stays with joint session and begins to explore

a. What each party needs.

b. What each party expects.

c. What each party sees as a practicable process for achieving
a joint solution.

16
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'.

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

I. \ nearly evaluation may

a. Indicate thafmediator is biased.

b. Harden positions.

2. Mediator's evaluation may be essential to reality testing.

3. Proper timing is vitaL

17
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VI. COUNSEL'S JOB AT ALL SESSIONS

A. Be prepared -- as if final ;irgument.

B. But this is notfinal argument.

C. Counsel's job is to counseland,tqhelp ~Iient find a solution; strident
advocacy usually inappropriate and counter-productive.

I. Understand client's BATNA. .

2. Understand client's real interests and needs.

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

D. Beware of Rambo litigator tendencies.

E. Persuade other side's representatives, not the mediator.

F. Persuade other side that --

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

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

3. Client's position is direct out-growth of client's real intere: .~ and
needs.

4. Other side's position is!1Q1 consistent with other side's real interests
and needs.

5. Notwithstanding differ~llces re positions, parties' i·~•..•nterests and
needs may overlap and may suggest a solution.

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

J
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VII. PRINCIPAL'S JOB AT ALL SESSIONS

A. Be prepared to participate fully, <indincreasingly as the mediation
proceeds.

B. Be prepared to talk more than your lawyer.

C. Talk with the other party.

D. Be creative.

I. Know your SATNA-.

2. Understand thoroughly and describe own interests and needs.

3. Listen andtry to understand thoroughly other side's BATNA,
interests and needs.

4. Objectively assess value of case to t:ach party.

5. Objectively assess risks of not settling to each party.

( 6. Avoid ad hominem attacks.

7. Exploreways to share important ipformation with other side -- even
confidential information.

E. Be prepared to share views -- even highly sensitive and confidential
information -- with mediator.

I. l'vlediator will ask what the party wanted out of the deal now in
dispute.

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

F. Express emotion.

G. But be controlled,be firm, be informed, be objective and be confident.

19
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VIIL FIRST PRIVATE CAUCUS

A. The party not caucusing..

I. Mediator must reassure.

2. Should have own room.

3. Amenities.

4. Homework -- what mediator willbeasking; focus on real
interests/needs of all parties.

B. Caucusing party

I. Mediator llIust reassure party thatallaspects of private caucus will
remain confidential, unless party expressly authorizes disclosure of
a specific aspect.

a. Mediator will take llotesto keep.important points in mind
and to assure confidentiill irifonnation is segregated from
non-confidential information.

b. At end of private caucus'l11edi"tor will double check on
what mediator can and cannot say to other side.

2. Mediator will gather information.

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

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

c. ·Mediator will seek the real story.

(I) Party's percepticlns.

(2) Party's dislikes.

(3) Party's understanding of the differences separating
the parties.
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(4)

(5)

Bases for distrust.

Relevant history.

(6) PaI;ty's previously unstated concerns, fears, motives,
needs,

3. Mediator will have principals talk.

4. Mediator will encourage the party to focus on its needs.

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

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

7. Mediator is likely to --

a.

b.

((
.\.. c.

d.

e.

r

g.

h.

Ask open ended questions.

Ask hypothetical questions.

Avoid confrontat;on.

Eschew reality testing in early caucus.

Try to listen with open mind.

Express no judgment and no recommendations.

Wonder whether the mediator's patience will endure.

Wonder whether the mediator has the requisite skills to
assist the parties.
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8. Before private cailcus concludes, mediator will ask party whether
there is any message the mediator should transmit to the other side.
Anything I cannofsay?

a. Mediator will distinguish clearly between wh", m.:diator can
say and cannot say on behalfof caucusing party to the other
party.

b. The mediator can frame hypothetical questions to other
side, e.g. "Whatif.."; "Haveydu considered... "; "Would it
be possible to... "; "If we could persuade the other side... "

\
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IX. FIRST PRIVATE CAUCUS WITH THE OTHER PARTY

A Sal11e process as in preceding Section VIII.

B. :'lediator is likely to (i.e. should) listen before delivering a message.

I. Before stating first party's offer, .and

2. Before asking "what if.. "

3. Let this party tell its story.

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

D. Mediator will begin to isolate realissues in light of unspoken information
fromfirst private caucus.

E. The mediator will attempt to find an issue on which to begin to facilitate
negotiation.

F. Is the mediator obligated to deliver the first party's message regardless of
what the mediator learns in the second party's private caucus?
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X THE MEDIATOR AND PRIVATE CAUCUSES IN GENERAL

A. The mediator will heardiametiically opposed accounts.

1. Unalterable anger.

2. Eternal dislike.

3. Solidified distrust.

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

5. Hopeless deadlock.

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

I. Find one potentially resolvable issue out of the two or three real
Issues.

a. Not positions.

b. Real issues.

2. Explore ways to find common ground on that issue.

a. Brainstorm options.

b. Move outside parameters of dispute as currently framed.

(l) Another relationshipry

(2) Goods for money?

(3) Another player?

c. Prioritize.

3. Take it a step at a time.
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XI. DANGER DANGER DANGER!

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

B. The mediator's perceived solution may be objectively sound, all
encompassing, profitable to all, efficient, and eminently fair.

C. B!!1 it is highly unlikely that any party sees it now, or will see it later, as the
mediator see it!

D. The parties have own agendas: the mediator is not likely to be privy to or
to understand all the agendas.

E. The mediator shouldJeUhe parties explore and propose the solutions!

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

G. The solution will be durable if the parties create it and own it.
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, XII SUBSEOUENT SESSIONS

A. Joint.

Joint sessions should be frequent; interspersed among private
caucuses.

2. Parties together can sum tip.

3. Parties together can reach a common understanding.

4. Parties together can discuss possible solutions.

5. Avoid the negatives associated with hidden conversations with the
mediator.

6. Avoid misstatements or misunderstanding when mediator is shuttle
diplomacy messenger.

7. Joint caucuses may engender confidence and good will.

a. After abrasive emotions have subsided.

b. But abrasive emotions may never subside, and joint
caucuses may be difficult.

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

9. If the parties can make progress in small steps in joint caucus, this
will build confidence i:l

a. The parties themselves.

b. The process.

c. The prospects of finding a solution.

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

\
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c Caucuses on different days.

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

2. Incentive to continue wanes if intense caucusing seems to yield only
negative results.

J. Homework maybenec('ssary to break a logjam before negotiations
resume.

4. Another party (e.g. insurer) may have to participate.
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XIII. END GAME

A. Breaking an impasse.

I. Reality testing.

a. Mediator may question soundness of positions.

b. Mediator may inquire as to cost oflitigation.

c. Mediator may ask parties to list the real rewards oflitigation
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.

2. Mediator may explore creating other relationships.

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

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

5. The mediator may serve as an arbitrator.

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

.(1) Money.

(2) Design.
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b. The mediato~may evaluate each party's chances in
litigation. .

(1) Privately.

(2) Jointly.

6. Partie~may notbeinf1~encedby mediator's judgment because it is
demonstratively correct; rather, becauseoftheir confidence in the
mediator.

7. Mediator may provide short term solution followed by continued
monitoring.

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

B. Don't Let Parties Leave The Session!

1. Parties can quit any tjme. It's their process.

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

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

4. Mediator may let party walk out, and before other party leaves, get
the walking party back in the room.

C It is imperative that the mediator be

I. Eternally optimistic -- must point frequently to progress.

2. Confident.

3. Experienced.

4. Trusted.

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

I. Counsel, !!Q1 the mediator, should dictate or draft.

2. Will reveal and claritY misunderstandings.

3. Will minimize chances of immediate rekindling of impasse.

4. Counsel andparti~s execute.

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

E. If no agreement is possible.

I. Parties should expressly acknowledge no agreement.

2. Parties should state why.

3. Parties should acknowledge room for further progress, if any.

4. Parties should explore what to do next.

5. Court-annexed mediation.

a. Mediator may give an evaluation.

b. " Mediataf may suggest that parties report to Court on their
viewsof the mediation. .

c Mediatormay suggest tathe"ADR administrator that the
Court's intervention is necessary to break a lo!!iam.
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XIV. POST-MEDIATION

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

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

I. Notice must be given to all concerned.

2. Mediator must invoke the privilege.

C. If court-annexed, mediator will report to Court.

I . Bare bones report.

2. May include evaluation.

3. May outline discovery issues to be tried, etc.

D. Mediator should write to parties.

«
(
\.

I.

2.

Confirming the outcome.

Including post-mediation reflections.

3. Expressing thanks.
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