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New Procedural Rights for IP Owners and the Promotion
of Judicial Economy and Efficiency through the use of
Arbitration in Civil Actions against the USPTO

by Charles E. Miller

SYNOPSIS

Compulsory, forum-administered
arbitration of suits in federal district
court seeking review of Patent Office
Board decisions affirming examiners’
final rejections of patent applications

-- (35 U.S.C. 145) and in ex parte patent
. reexaminations (35 U.S.C. 306), and

of the Director’s decisions on petitions
for reconsideration of patent term ad-

- Justments (35 U.S.C. 154(b) (4)), is en-
.- abled by proposed legislation amend-

ing these statutes and by court rules
implementing the arbitral procedure.
The proposal extends the ADR con-
cepts contained in antecedent legisla-

1 ~ tion, case law, and official statements

by the Executive Branch, while satis-

- fying all constitutional, statutory, judi-

cial, and public policy requirements.?
According to the proposed legislation,
upon plaintiff’s motion and without dis-
missing the action, the judge assigned
to a case would refer the issues to a
court Administrator for arbitration by
a party-approved tribunal of court-cer-
tified arbitrators. The tribunal’s deci-
sion would be announced in a reasoned
arbitral award which the court would
then enter in the form of a judgment as
though the case had gone to trial, and
which would be binding on the par-
ties, but non-precedential. Arbitrators’
fees and expenses would be borne by
the plaintiff consistent with the current
fee-shifting provisions of § 145.

I INTRODUCTION

Recent judicial precedents, ongo-
ing case law developments, and ad-
ministrative enactments have caused
the scope and duration of U.S. patent
rights to depend increasingly upon the
records of administrative proceedings
in patent applications and patent re-
examinations. This trend impacts the
task of interpreting patents so that their
owners, and enterprises faced with
third-party patents, can make informed
business decisions affecting patent en-
forcement; licensing; and research, de-
velopment, and marketing plans. The
situation becomes acute when a pat-
ent is tested in the sobering realities of
threatened or actual litigation or in the
cold light of licensing negotiations. As
a result, scope-restricting amendments
and representations made in the U.S.
Patent and Trademark Office (“Patent
Office” or “USPTO”) to hasten the al-
lowance of claims are contraindicated
in favor of administrative appeals to
the Patent Office Board of Patent Ap-
peals and Interferences (‘“Board”) and,
if necessary, subsequent judicial review
of adverse decisions of the Board.?

Optimizing the quality of patent
applications by front-loading the ef-
fort (and cost) of patent procurement
into the pre-filing stage can increase
the odds of obtaining allowance of
claims initially presented. Such “best
practices” are informed by the growing

cont. on page 3
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cont. from page 1

importance of patent drafting and prosecution as key
factors in the interpretation of words in a specification
and the construction of claims, and in holdings of patent
scope and enforceability. But also it implicates the need
for greater confidence in and reliance on appellate prac-
tice in patent procurement under conditions of optimal
efficiency and economy in a process that promotes truth
and accuracy in the result.

The Patent Office is one of those federal agencies
whose final decisions are expressly subject by statute to
dual routes of judicial review.* Thus, patent applicants,
and owners of patents in ex parte patent reexamination,
who are dissatisfied with the Board’s decisions on ap-
peals from examiners’ rejections® can seek judicial re-
view either (i) by appealing directly to the Court of Ap-
peals for the Federal Circuit,® or (ii) by suing the Patent
Office under 35 U.S.C. § 145 (patent applicants) or §
306 (patent owners) in the U.S. District Court for the
District of Columbia. The two routes of judicial review
are mutually exclusive.”

A patentee dissatisfied with the USPTO’s determi-
nation of a patent term adjustment® can seek judicial
review by civil action under 35 U.S.C. § 154(b)(4).

II. COMPARATIVE ASPECTS OF CIVIL
ACTIONS AGAINST THE PATENT
OFFICE VS. DIRECT APPEALS TO
THE FEDERAL CIRCUIT

Lawsuits in D.C. federal district court seeking re-
view of Board decisions offer several advantages to ap-
plicants or patent owners, as plaintiffs, in comparison to
direct appeals to the Federal Circuit.

First, the district court reviews Board decisions
de novo as to the operative facts if additional evidence
or different evidentiary modalities are proffered by ei-
ther party.® Thus, the plaintiff is afforded an opportu-
nity not only to reargue the applicable law (which the
court reviews de novo in any event), but also to buttress
its case with evidence newly obtained, or which was
before the Board if reintroduced in a different form,
e.g., as expert testimony.'® In contrast, Federal Circuit
review is strictly limited to “the record before the Patent
and Trademark Office.”"

Second, unlike the Federal Circuit, the district court
may consider new issues upon a showing of good cause
why they were not presented below."

Third, negotiated settlements -- usually accompa-
nied by agreed-upon claim amendments -- are possible
in § 145 actions.

Fourth, judgments in § 145 actions are appealable
as of right to the Federal Circuit'® which reviews them
without deference to the district court’s ratio decidendi
after examining the district court’s findings of fact un-

der the “clear error” standard of review.' This contrasts
with the more deferential “substantial evidence” stan-
dard applicable at the district court level when no new
proofs are presented,'® and in direct appeals from the
Board to the Federal Circuit.'¢

The foregoing observations would seem to validate
the role of civil actions against the Patent Office as ahy-
brid of trial and appellate practices.”” Yet, such suits are
usually avoided in favor of direct appeals to the Federal
Circuit.'® Why? There are several reasons.

First, there is a significant financial disincentive
against suing under § 145 because all expenses -- in-
cluding those of the Patent Office -- from commence-
ment of the action through trial and judgment are taxed
to the plaintiff.’” In the aggregate, a plaintiff’s outlay re-
sulting from such expense-shifting can exceed the cost
of a direct appeal to the Federal Circuit.

Second, many in the patent bar perceive that there
is less than optimal certainty of obtaining correct re-
sults in trials of § 145 actions, particularly when the
subjects matter involved are technologically complex.
Federal district court judges cannot always be expected
to have scientific or engineering backgrounds sufficient
to enable them to appreciate what are often non-intui-
tive nuances of the technological issues that must be
decided. The end result is an increased risk of revers-
ible error and the consequent need to appeal from the
district court to the Federal Circuit for review upon a
less deferential “clear error” standard.”

Third, because of the court’s case load, it is of-
ten difficult to achieve expedition in civil actions
against the Patent Office so as to (i) minimize both
delay in commencement and loss of duration of the
injunctive enforceability of exclusive rights con-
veyed under a patent that may ultimately issued on
an application, or (ii) avoid undue delay in the prac-
ticable disposition, assertion, or licensing of a pat-
ent whose claims have been rejected in an ex parte
reexamination proceeding.

In such a setting, arbitration presents an attractive
alternative to litigating to trial and judgment before a
D.C. federal district court judge, incorporating the ad-
vantages of civil action in the district court, while off-
setting some of the disadvantages.

[II. CONCEPTS OF ADR IN RELATION TO
THE PRESENT LEGISLATIVE AND
RULE-MAKING PROPOSALS

ADR Methodologies in the Federal Context

The term “alternative means of dispute resolution”

(ADR) is defined in the Alternative Dispute Resolution

Act of 1998 (“ADRA”)*' as “any process or procedure...

in which a neutral third party participates to assist in the

cont. on page 4
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resolution of issues in controversy.”? Non-adjudicative
ADR includes mediation and mini-trials; adjudicative
ADR is most often associated with arbitration.

Arbitration

“Arbitration” connotes an adversarial, adjudica-
tive ADR proceeding in which the operative facts and
apposite law implicated in a dispute are presented,
through testimonial and/or documentary evidence and
attorney argument, to a tribunal of one or more arbitra-
tors or “neutrals” with opportunities for cross-exami-
nation and rebuttal.

The arbitral tribunal serves as both fact-finder and
decision-maker in a process that usually involves a hear-
ing, followed by briefings and deliberations culminating
in an arbitral award. Depending on the ground rules, the
award may include findings of fact and conclusions of
law in support of the tribunal’s decision. In such a case
the arbitral award is termed a “reasoned award.”

Arbitrations involving issues of federal law are
governed by the Federal Arbitration Act (“FAA”).% For
procedural matters not spelled out in the ground rules
of the arbitral proceeding, the Federal Rules of Civil
Procedure serve as the default rules.”

Properly conducted, an arbitration results in an
award that is definitive, final, binding, and mutually dis-
positive of the parties’ claims and defenses. The award
is not merely advisory but rather, becomes binding (en-
forceable) when confirmed by an appropriate court.”

A fundamental aspect of arbitration is that the scope
of judicial review of arbitral awards is very limited com-
pared to appellate review of judgments entered follow-
ing court trials. Thus, a party to an arbitration generally
has no right to judicial review of the underlying mer-
its (proofs, ratio decidendi and holding) decided in the
award. However, under the FAA an award can be chal-
lenged and vacated on the basis of (a) corruption, fraud,
or undue means in procuring the award, (b) previously
undisclosed non-evident partiality, malice or bias, or
corruption on the part of an arbitrator, (c) arbitrator
misconduct that unduly prejudices a party’s case, (d) an
arbitrator’s exceeding his or her powers, or so imper-
fectly executing them that a mutual, final, and definitive
award upon the terms of reference was not made, (e)
non-arbitrability of the dispute, and/or (f) entry of the
award entered in the wrong jurisdiction.?

Forum-Administered Arbitration

“Forum-administered arbitration” is the type of ar-
bitral proceeding contemplated by the present proposal.
It is to be understood more narrowly than “court-an-
nexed arbitration” %’ in that the court itself, by its own
rules and administrative personnel, supervises the arbi-
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tration of, and without dismissing, cases pending before
it by a tribunal of arbitrators who have been certified by,
and are answerable directly to, the court. This enables
and implements direct judicial control of the process.

The legislation and court rules proposed herein
require reasoned arbitral awards explaining the tri-
bunal’s factual analysis and legal conclusions. This
minimizes the vulnerability of such awards to vacatur
on any of the foregoing statutory (FAA) bases or on
judicially created grounds such as overriding public
policy, total irrationality, and arbitrary and capricious
decision making in manifest disregard of the opera-
tive law.2® Also, arbitrability and jurisdiction are non-
issues because the D.C. federal district court would
directly administer the arbitral proceeding and enter
the award as a judgment under an express, detailed
statutory mandate. Furthermore, the constitutionality
of compulsory arbitration involving government agen-
cies was analyzed and confirmed in a report prepared
in the U.S. Department of Justice which reverses over
150 years of government opposition to binding arbi-
tration by independent arbitral tribunals.”

IV. PROPOSED LEGISLATION

In commercial settings, “arbitration is a creature
of contract”® which is typically used for non-judicial
resolution of disputes between entities whose rights and
obligations may or may not be governed by applicable
law. Normally, a party cannot be compelled to arbitrate
a dispute if it has not agreed to do so.” In contrast, the
present proposal calls for a statutory deployment of an
ADR methodology for dealing with issues embedded
in civil actions against the Patent Office that goes be-
yond traditional, voluntary arbitration and the ADRA.
In particular, the proposed legislation enables forum-
administered arbitral review of the Board’s decisions
through compulsory (mandatory) proceedings upon an
incontestable motion of the plaintiff-applicant or plain-
tiff-patent owner, as the case may be.

The proposed legislation provides an optional av-
enue within the existing framework of federal district
court review of administrative decisions in patent cas-
es. Because such legislation operates beyond the ju-
risdiction of the defendant-agency, it would neither be
affected by nor require any changes in the Patent Of-
fice Rules of Practice.’> And because it is designed to
complement the current appellate process without dis-
placing it, the proposal would not alter or diminish the
plaintiff’s access to existing judicial procedures. And it
comports with the generally favorable attitude of Con-
gress and among jurists and the business community
toward the use of innovative ADR methodologies in
judicial settings.*®




The non-reviewability of judgments entered as con-
firmations of arbitral awards in many cases would be a
desirable trade-off in lieu of appeal, making arbitration
an attractive alternative to litigating cases to trial. This
is particularly true in the present judicial environment
that places an increasingly high premium on patent
draftsmanship and efficient prosecution, coupled with
appeals from examiners’ rejections in lieu of amend-
ing claims or presenting claim-narrowing arguments in
order to obtain the allowance of patent applications or
certification of the validity of patent claims undergoing
reexamination.

A. Amendment of 35 U.S.C. § 145 and § 306

To enable the forum-administered arbitration of
civil actions against the Patent Office seeking review of
Board affirmances of examiners’ final rejections of pat-
ent applications and in ex parte patent reexaminations,
it is proposed to augment § 145 as follows wherein
changes are indicated in boldface with additions under-
scored and deletions in brackets:

§ 145. Civil action to obtain patent, or to certi-
fy validity of patent claims in reexamination;
arbitration.

(a) An applicant for patent, or the owner in an ex
parte reexamination of a patent who is dissatis-
fied with the decision of the Board of Patent Ap-
peals and Interferences in an appeal under section
134(a) or (b) of this title may, unless appeal has
been taken to the United States Court of Appeals
for the Federal Circuit, have remedy by civil action
as plaintiff against the Director in the United States
District Court for the District of Columbia if com-
menced within such time after such decision, not
less than sixty days, as the Director appoints.

(b) Upon motion of the plaintiff made between
the time of completion of the service and filing of
the pleadings in the action commenced in accor-
dance with paragraph (a) of this section and the
earlier of the filing of any motion of plaintiff for
summary judgment or the completion of pretrial
discovery, the court shall, without dismissing the
action, order and directly administer the arbi-
tration of the issues pleaded, based on the record
then obtaining and as may be further developed
during the arbitration by a tribunal of one or
more arbitrators.

(c) A person may receive compensation for ser-
vices and expenses as an arbitrator in the ac-
tion, which shall be paid for by the plaintiff in
accordance with paragraph (f) of this section,
but such person shall not be an employee of any
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government and shall receive no pay or employ-
ment benefits from any government by reason
of his or her status or service as an arbitrator
under this section.

(d) The court may adjudge, or as the case may
be, the tribunal may render an award that shall
be entered as a judgment upon submission of
the award to and confirmation thereof by the
court, that such applicant is entitled to receive a
patent for his invention or that such owner is en-
titled to a certificate of reexamination confirm-
ing the patentability of his invention, as speci-
fied in any of his claims involved in the decision
of the Board of Patent Appeals and Interferences,
as the facts in the case may appear and such ad-
judication or judgment entered on the award
shall authorize the Director to issue such patent or
such certificate as the case may be on compli-
ance with the requirements of law. An arbitral
award shall be reasoned and non-precedential
as to all the issues, shall be binding only on the
parties to the action, and shall not be subject
to trial de novo or otherwise reviewed on the
merits by the court.

(e) The appointment and compensation of the
arbitrator(s), the entire arbitration proceedings
and the evidence therein, the arbitral award,
and the confirmation and entry of such award
as a judgment shall be part of the court record
in the action as the court may direct and shall be
in accordance with the rules established therefor
by the court and shall be governed by title 9 and
title 28, United States Code, to the extent such
rules and such titles are not inconsistent with
this section. The court shall give notice of its
judgment to the Director who shall, upon receipt
of the notice, enter the same in the application
file or in the reexamination record of the patent,
as the case may be.

(f) All the expenses of the proceedings under
this section shall be paid by the [applicant] plain-
tiff, except that if arbitration is ordered under
paragraph (b) of this section, then thereafter
only taxable costs under section 1920 of title 28,
United States Code and the compensation of each
arbitrator for his or her services and expenses
incurred during the course of the proceedings
shall be paid by the plaintiff.

Because § 145 is incorporated by reference in §
306, no amendment of the latter section is required to
effect the proposed legislation in the context of pat-
ent reexamination.

cont. on page 6
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The proposal augments and partitions the single para-
graph of current § 145 into six subsections (a) through (f)
to facilitate the introduction of the following precepts.

First, clarifying language has been added in subsec-
tions (a) and (d) to correct a legislative oversight in not
explicitly enabling civil actions by patent owners in ex
parte reexaminations.

Second, subsection (b) requires the court to grant
plaintiff’s motion for referral of the action to arbitra-
tion on terms of reference which are embodied in the
pleadings. The defendant-Patent Office cannot oppose
the motion, which only the plaintiff can make. Such
an incontestable motion must be made during the pe-
riod between the time the issues have been joined in
the pleadings and the scheduled close of pretrial dis-
covery (or the filing of an earlier motion by plaintiff for
summary judgment). These requirements ensure that if
the plaintiff desires arbitration, then it must initiate the
process within the appropriate time frame so that the
arbitral proceeding and award can be conducted and
rendered effectively. It can be expected that the motion
would be made shortly after the pleadings are in, and
the terms of reference in the order granting the motion
would include the issues pleaded as well as any issues
to be decided in pending motions.

Third, under subsection (b), the court, upon granting
plaintiff’s motion, refers the entire case to arbitration.
In doing so, the court would not dismiss the complaint;
rather, the court would maintain the case on its docket in
order to retain jurisdiction consistent with the forum-ad-
ministered nature of the proceeding, which is conducted
under the court’s own rules that are beyond the control
of the Patent Office in keeping with the constitutional
requirements of the Judicial Vesting Clause.*

Fourth, under subsections (b), (c), and (f), the ar-
bitral tribunal — consisting of one or more arbitrators
-- is in effect a structured jury of independent experts
who know that their compensation and expenses will be
taxed to the plaintiff. Subsection (f), in addition to soft-
ening the expense-shifting burden on the plaintiff, is in
harmony with the constitutional prohibition under the
Appointments Clause™ against arbitrators being gov-
ernment employees by virtue of any payments to them
by the court or by the Patent Office.

Fifth, under subsections (b), (d), and (¢), the arbitral
proceeding is governed by the FAA (title 9, U.S.C.) and
the Federal Judiciary Act (title 28, U.S.C.). All of the
issues raised in the pleadings must be decided on the
basis of the factual record that was before the Board,
and which may be supplemented by additional evidence
or further developed in the same manner as if the case
had gone to trial. When the action is terminated upon
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entry of the arbitral award as a judgment of the court,
the entire record of the proceeding becomes part of the
record in the case.

Sixth, under subsection (d), the award (i) must be
reasoned as to all issues decided, (ii) is submitted to
the assigned judge for confirmation and entry as a judg-
ment, (iii) is binding only on the defendant-Patent Of-
fice, and the plaintiff-applicant or patent owner, @iv) is
not subject to trial de novo, and (v) may not be reviewed
on the merits.

B. Amendment of 35 U.S.C. § 154(b)(4)

To enable the compulsory, forum-administered arbi-
tration of civil actions against the Patent Office seeking
review of the Director’s decisions on petitions for re-
consideration of patent term adjustments, it is proposed
to augment § 154(b)(4) as indicated by underscoring in
boldface as follows:

§ 154 Contents and term of patent; provisional rights
¥ ok k
(b) Adjustment of Patent Term —
* ok k
(4) Appeal of patent term adjustment determination—
(A)Anapplicantdissatisfied withadetermination
made by the Director under paragraph (3) shall have
remedy by a civil action against the Director filed in
the United States District Court for the District of
Columbia within 180 days after the grant of the patent.
Chapter 7 of title 5, and the arbifration, expense,
. i con 14
title 35 shall apply to such action. Any final judgment
resulting in a change to the period of adjustment of the
patent term shall be served on the Director, and the
Director shall thereafter alter the term of the patent to
reflect such change.

Section 154(b)(4)(A) cites the Administrative Pro-
cedure Act (“APA”)%* rather than § 145 as the basis
for the district court’s review of administrative patent
term adjustment determinations. The proposed arbi-
tration provisions of § 145 are made applicable to §
154(b)(4)(A) by parallel amendment of the latter.

V. PROPOSED COURT RULES
To implement the kind of arbitration described

herein, it is proposed to supplement the civil rules of
the U.S. District Court for the District of Columbia
with a set of rules the highlights of which are as fol-
lows.*

A. Purpose and Scope of the Proposed Rules
The proposed court rules provide an “Arbitration
Program” to be administered directly by the court itself
through an “ Administrator of the Arbitration Program” --
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- acourtemployee appointed to the position by the Chief
Judge. Additional court employees may be appointed to
serve as “Assistant Administrators” by the Chief Judge in
consultation with the Circuit Executive. One of the key
roles of the Administrator is to promote the avoidance
of improprieties and misunderstandings by serving as
a conduit for communications between the arbitrator(s)
and the assigned judge, and between the parties and
the arbitrators. Another job of the Administrator would
be to construe and apply the applicable court rules in
consultation with the assigned judge in situations where
a sole arbitrator cannot decide, or the arbitrators (if there
be more than one) are unable to agree among themselves,
on what the correct interpretation should be and/or how
they are to be applied in the case.

B. Qualifications, Certification, Panel,
Registry, Oath, Training and Status of
Court- Certified Arbitrators

Certification of Arbitrators

The proposed rules establish requirements for
court-certification of those qualified to apply for
membership in a standing panel of arbitrators. The
requirements include (i) U.S. citizenship, domicile,
and residency, (ii)(a)(1) registration to practice before
the Patent Office, (ii)(a)(2) state or D.C. bar admission,
(i1)(b) admission to the bar of the D.C. federal district
court, (iii) appropriate technical education, and
professional experience, and (iv) the absence of any
government-derived compensation.

Registry of Panel Members

The court would establish and maintain a public-
ly accessible registry of its certified arbitrators which
would include their resumes and hourly billing rates.

Oath, Training, and Status of Arbitrators

Arbitrators would be required to take an appropriate
oath and undergo training as the court may prescribe.
To avoid constitutional issues, arbitrators would have
the status of independent contractors.?®

C. Referral of a Case to Arbitration

Motion for Arbitration; Terms of Reference

Under the proposed rules, the option to arbitrate can
be exercised only by timely written motion of the plain-
tiff in accordance with existing court rules for referral of
the action to arbitration of all the issues pleaded which
form the terms of reference set forth in the motion. The
plaintiff’s proposed terms of reference are subject to
modification based on the defendant’s objection(s) or
counterproposal(s), and plaintiff’s reply thereto within
the time limits set forth. In all other respects the motion
is incontestable. The motion for referral to arbitration
may be made at any time between the filing of the last

responsive pleading and the time set for the close of
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discovery or the filing of an earlier motion by plaintiff
for summary judgment.

D. Appointment of Arbitrator(s) to

Serve on a Case

Tribunal

Each case referred to arbitration would be heard
by one or more arbitrators (an odd number) who would
constitute the arbitral tribunal. The plaintiff may request
multiple arbitrators; otherwise the tribunal would con-
sist of a sole arbitrator.

Selection and Appointment of Arbitrators

Candidates for the tribunal are selected by the Ad-
ministrator from the panel for the parties’ consider-
ation and approval. The administrator would submit the
names of those selected by the parties to the assigned
Jjudge who will then issue an order confirming their ap-
pointments to serve on the tribunal. Alternatively, the
parties, with the approval of the assigned judge, may
themselves select as members of the tribunal arbitrators
who may or may not be on the panel.

E. Obligations, Powers, and Immunities
of Tribunals and Arbitrators Serving
on Tribunals
To maintain the integrity of the arbitral process,
and protect the arbitrators’ own professional interests
as well as those of the parties, the rules explicitly set
forth the disclosure obligations, standards for disquali-
fication, powers, and immunities of and procedures for
complaints against arbitrators serving on tribunals. With
respect to the tribunal’s authority, the following aspects
of it should be particularly noted.

Construction of Claims in Patent Applications

and in Patents Undergoing Reexamination

Since 1982, compulsory arbitration of any and all
issues of contention between consenting parties in pat-
ent cases has been permitted by statute.* Further, there
are no legal precedents that would preclude arbitral tri-
bunals in § 145 actions from construing claims in patent
applications or in patents undergoing reexamination in
assessing their validity in light of relevant evidence pre-
sented under the terms of reference. Indeed, the appro-
priateness, merits, and advantages of arbitrating patent
claim construction issues in lieu of full-court Markman
hearings in patent infringement litigations have recently
been noted.” To be sure, claim constructions by arbi-
tral tribunals in § 145 actions would not be conclusive
against third parties or in courts in subsequent cases in-
volving such claims.*! However, just as the citation of
non-precedential Federal Circuit opinions is permitted
in cases before that court, so too arbitrated claim con-
structions should be admissible as evidence in future

cases, subject to whatever evidentiary weight the courts
cont. on page 8
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would choose to accord them. And, given the creden-
tials and expertise of arbitrators serving on tribunals
in § 145 actions -- which actions are adversarial rather
than administrative in nature -- one would expect that
such weight could be substantial.

Discovery; Subpoenas

The FAA confers authority on arbitral tribunals to
issue subpoenas for the production of documents and
testimony of witnesses deemed relevant to the issues
presented in the terms of reference.®? Such subpoenas
are enforceable in the same manner as if they had been
issued by the court in the district in which the arbitral
proceeding is taking place.*?

The U.S. Court of Appeals for the District of Co-
lumbia in a recent case involving the subpoena power
of a district court, dispelled any doubt that an agency of
the federal government can be subpoenaed under Rule
45 of the Federal Rules of Civil Procedure to produce
documents and testimony in a civil action against that
agency. In particular, the court held that “the Govern-
ment is a ‘person’ that is subject to subpoena under Rule
45 regardless of whether or not it is a party to the under-
lying litigation.”*

Therefore, the Patent Office, as an agency of the
federal government, can, like any other person, be com-
pelled by subpoena issued by an arbitral tribunal to pro-
duce relevant evidence, both testimonial and documen-
tary in a civil action under 35 U.S.C. § 145.

F. Arbitration Procedures

The rules contain detailed provisions for carrying
out pre-hearing procedures, conducting evidentiary
hearings, pre- and post- hearing briefings, and closing
of the hearings.

G. Award and Judgment

The arbitral award would be (i) based on a majority
vote of the arbitrators, (ii) reasoned with respect to the
operative facts and applicable law, (iii) in writing and
signed by the arbitrators, and (iv) submitted to the Ad-
ministrator within two (2) months following the close
of the hearing. The Administrator then forwards it to the
assigned judge and mails copies to the parties. When
the judge confirms the award, the Clerk of the Court

then enters it as a judgment and sends copies of it to the
parties, whereupon the entire record of the arbitral pro-
ceeding becomes part of the court record in the case.

Challenges to Award

The rules set forth the timeframe and procedure for
challenging an arbitral award, on the non-substantive
grounds discussed above, prior to its confirmation and
entry as a judgment.

Settlement During Arbitration

The arbitral proceeding may be terminated by a
consent award reflecting the terms and conditions upon
which the parties may choose to settle the dispute.

Availability of the Arbitral Record

The entire record of the arbitral proceeding would
be publicly available so as to optimize the evidentiary
(if not binding) effect of the award in future disputes
stemming from the patent application or the patent in
reexamination.

H. Taxation of Costs and Expenses;
Compensation of Arbitrators

The rules conclude with specific provisions and pro-
cedures for the taxing of costs and expenses -- including
the compensation of the arbitrators - consistent with
the court’s obligation under 35 U.S.C. § 145(f) as pro-
posed to be amended. In particular, the court (through
the assigned judge or the Administrator) assesses all
costs and the Patent Office’s expenses incurred before
the case was referred to arbitration, and all costs and
each arbitrator’s vouchered fees and expenses (but not
the Patent Office’s expenses) incurred thereafter. These
are then taxed to the plaintiff by the Clerk of the Court.

VL. THE BENEFITS AND ADVANTAGES
OF ARBITRATION UNDER THE
PRESENT PROPOSAL

The arbitration of disputes between private entities
and the federal government is not new. What is new and
innovative is the synthesis of the present proposal from
the novel and legally and constitutionally sound combi-
nation of established precepts from which the following
advantages flow:

Under the court rules proposed herein, the D.C. fed-
eral district court’s standing panel of certified arbitrators
would include a spectrum of patent practitioners who

ARTICLES
The Association welcomes articles of interest to the IP bar.

Please direct any submissions by e-mail to:
Ashe P. Puri, Bulletm Edttor at apun@31dley com
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are steeped in the tenets of their craft by years of pro-
fessional experience and who are possessed of mean-
ingful expertise in specific industries and technologies
appropriate to the cases on which they serve, to a degree
rarely found among Article TII courts. As lawyers who
are both members of the Patent Office bar and officers
of the D.C. federal district court, their activities would
be strictly informed by the codes of ethics and standards
of conduct prevailing in that forum.*

Compared to litigating patent cases to trial, particu-
Jarly in the context of disputes with the Patent Office,
arbitration of the type proposed herein presents an at-
tractive alternative because it affords multiple benefits
not available in a trial, including: (1) selective and fo-
cused expertise and experience of the arbitrator(s) with
consequent greater expedition and efficiency at lower
cost, (ii) privacy during the course of the proceeding
in a locale convenient to the parties, and (iii) finality.
These benefits inure not only to the parties; the public
also gains from having access to a record in a proceed-
ing that ultimately becomes part of the overall record
of the action as well as the prosecution history of the
patent or patent application. Thus, plaintiffs who are
confident in the merits of their cases should feel com-
fortable by-passing the time and expense associated
with educating a generalist trial judge on technical and
industry-specific issues. Parties attuned to the process
will appreciate its precision in the identification and ap-
plication of apposite law to the evidence at hand in ar-
riving at a result whose probability of accuracy one can
expect to be greater than in a regular trial.

The holdings and ratio decidendae in arbitral awards
under the present proposal would be non-precedential
in subsequent cases, thus leaving undisturbed the judi-
ciary’s precedent-setting function and the principle of
uniformity of appellate review, while at the same time
obviating any concerns Over results that might conflict
with the corpus juris embodied in past and future pat-
ent-law rulings of the Board and the courts. Indeed, the
continuing development of substantive patent law is
amply provided for in other judicial settings.

Prompt, efficient, and correct resolution of disputes
is important in today’s fast-changing markets, where
important technologies can become obsolete before
matters in dispute involving them are tried and before
any appeals are decided or where markets can quickly
become so saturated with infringements that litigation
and appeal procedures cannot repair the damage by
the time such procedures are concluded.*® The recent
histories of the computer, communications, and semi-
conductor industries, in particular, illustrate the rapidity
of product life cycles where superseding technological

dvances occur on a regular basis. The interposition of

arbitrators with the requisite experience and skill sets in
the pertinent technologies will invariably result in sub-
stantial savings in time and money compared to trials
and appeals. The arbitral process proposed herein does
so in part by substantially eliminating the need for ex-
pensive tutorials and expert testimony, thereby saving
the time and expense that would be required to educate
the court.”” And while arbitration expenses overall are
usually substantial, they are generally less than 50% of
the cost of litigating to trial.*®

A major benefit of arbitration under the present leg-
islative and rule-making proposals is the opportunity
to engage disinterested, non-activist neutrals (i) who,
as officers of the court by virtue of being members of
the bar thereof, are directly answerable to the assigned
judge, (ii) who are fully conversant in patent law and in
the technologies underlying the dispute, and (iii) who
are professionally motivated, by financial compensa-
tion® and a personal commitment to maintaining the in-
tegrity of the process, t0 perform with optimal intensity
of effort in arriving expeditiously at correct and timely
results, undistracted by administrative duties and unen-
cumbered by philosophical biases fed by preconceived
notions of being able to set precedent. While no arbitra-
tion process can claim infallibility, and not all arbitral
awards are entirely immune from challenge, neverthe-
less, in the instant setting it is unlikely that the court
would be asked to entertain a challenge to an award un-
der the statutory criteria of the FAA or as being arbitrary
and capricious in (non-statutory) manifest disregard of
the operative law.”

There are no legal, constitutional, or public policy
impediments to the use of arbitration to resolve lawsuits
against the Patent Office. And several indicators sug-
gest that § 145, § 306, and § 154(b)(4) actions readily
lend themselves to it and from which palpable public
benefits will flow.

First, arbitrators would perform the role of fact find-
ers in technical fields suited to their expertise, thereby
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in effect constituting them as a hybrid between (i) a
blue-blue-ribbon traverse jury® sitting in equity unen-
cumbered by the trappings of the lay jury trial system,>
special masters, and pretrial motions, and (ii) an appel-
late tribunal, whose scope of arbitral authority is clearly
delineated by the proposed legislation and by the very
nature of the proceeding itself.

Second, the arbitration would be comparatively
straightforward. Because the issues (terms of reference)
to be arbitrated are delineated in the pleadings, there
would be no questions about the scope of the tribunal’s
Jjurisdictional authority to make awards. Thus, identifi-
cation of the issues in contention and questions of their
arbitrability, jurisdiction, choice of law, venue, and ex-
ecution of awards in foreign countries -- often overarch-
ing concerns in the arbitration of other types of disputes
-- would not be implicated.

Third, forum-administered arbitration offers real
advantages to patent applicants, and to patent owners
in ex. parte reexaminations and patent term adjustment
cases in a setting that (i) utilizes the district court’s own
local rules without the expense of participation by com-
mercial ADR service providers, (ii) avoids Patent Of-
fice administrative rule-making, and (iii) comports with
legislative antecedents. These include an entirely op-
tional, nonprecedential, flexible, conclusive, time-sav-
ing, and cost-effective way of resolving dissatisfaction
with the Patent Office’s administrative (Board) reviews
of examiner’s final rejections by enabling applicants
and patentees to enlist the services of proficient, neutral
decision makers.

Fourth, legislative history indicates that Congress
has had a continuing desire for cost reduction, speed,
and more streamlined procedures and evidence rules
to aid an overburdened federal judiciary.”® These same
considerations apply to civil actions under § 145: the
arbitrability of such actions would encourage patent
applicants and patent owners in many cases to avail
themselves of § 145 while at the same time decreasing
the workloads of the D.C. federal district court and the
Federal Circuit. It would reduce delays throughout both
courts’ dockets and increase judicial efficiency.

Fifth, because arbitration can significantly short-
en the time required for review of Board decisions, it
could (if a party asserting a patent in an infringement
action were so inclined to use it) promote synchrony
between patent litigation and the ex parte reexamina-
tion of patents-in-suit, which in turn supports the ar-
gument for staying litigation pending reexamination,
a concept that is disfavored by some courts. Thus for
example, the court in NTP Inc. v. Research in Motion
Ltd.>* citing Federal Circuit precedent, noted that it
“is under no obligation to delay its own proceedings by

yielding to ongoing patent proceedings, regardless of
their relevancy to infringement claims which the court
must analyze.” Referring to the “lengthy, complex, fair
and fully exhaustive” trial and appellate process of the
case so far, the court stated that “[e]ven in the unlikely
event that all final [Patent Office] actions were taken
in the next few months, [the plaintiff-patent owner], if
not satisfied, could appeal the PTO’s findings. Reality
and past experience dictate that several years might
very well pass from the time that a final office action
is issued by the PTO to when the claims are finally and
officially ‘confirmed’ after appeals.”¢

Finally, one might question the arbitrability of suits
against the Patent Office on the grounds that arbitrations
in patent cases should be confined to determining the
rights of private entities, rather than in cases entailing
the granting of rights (e.g., the issuance of patents or the
certification of patent claims) enforceable against the
public.”” But that argument ignores the fact that Con-
gress long ago provided for the voluntary arbitration of
patent disputes in interferences®® and in cases involving
patent validity, infringement and enforceability.>® Arbi-
tration of these disputes affects the public interest not-
withstanding that patent rights are determined privately.
Also worth noting is the fact that civil actions are some-
times concluded by pretrial settlement agreements. And
just as an arbitral award of priority in an interference
does not preclude the public from subsequently testing
the patentability of the invention, so too, after a patent is
granted or patent claims are certified in reexamination
following the entry of judgment on an arbitral award in
a § 145 action, the public can still challenge the patent
since the award and judgment, albeit relevant, admis-
sible, and potentially persuasive in subsequent cases,
are neither conclusive nor do they estop third parties
from litigating issues of patent validity.

VII. CONCLUSION

The present proposal does not advocate any chang-
es in substantive patent law. Instead, it will create new
procedural rights for intellectual property owners while
promoting economy and efficiency in the judicial re-
view of administrative decisions of the Patent Office.

Informed by legislative considerations, validated
by constitutional analysis, tacitly endorsed by the U.S.
Department of Justice, and justified by recent judicial
holdings, the present proposal responds to the need for
a shift in the focus of patent procurement away from
the traditional give-and-take between patent applicants/
owners and Patent Office examiners toward an emerg-
ing new paradigm that elevates the importance of opti-
mal patent draftsmanship, aggressive prosecution, and
greater precision in the appeals process. This article
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seeks to invite appropriate legislative interest and ac-
tion at the interfaces of patent procurement, govern-
ment agency litigation, and administrative law.
Congress, the federal judiciary, inventors, the busi-
ness community, and the intellectual property bar are
thus presented with a unique and historic opportunity
for innovative groundbreaking legislative and rule-mak-
ing initiatives in the adjective law of patents. Enacted,
these proposals will inevitably
benefit the creators, owners, and
legitimate users of inventions
and patent assets, the investment
community, the federal court
system, the Patent Office, and,
ultimately, the public at large.
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