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April 25, 2013

Via Electronic Mail: ip.policy@uspto.gov

The Honorable Teresa S. Rea

Acting Under Secretary of Commerce for Intellectual Property
and Director of the United States Patent and Trademark Office

Mail Stop OPEA

P.O. Box 1450

Alexandria, Virginia 22313-1450

Attn: Ms. Elizabeth Shaw
Re:  Comments on December 18, 2012 Federal Register Notice, 77

Fed. Reg. 243 “Patent Small Claims Proceeding in the United
States.”

Dear Acting Under Secretary Rea:

I am writing on behalf of the American Bar Association’s Section of
Intellectual Property Law (“ABA-IP Section™) to provide comments for your
consideration in response to a request by the United States Patent and Trademark
Office (“the USPTO”) as to “whether the United States should develop a small
claims proceeding for patent enforcement.” 77 Fed. Reg. 243 (Dec. 18, 2012).
These comments have not been approved by the American Bar Association’s House of
Delegates or the Board of Governors and should not be considered to represent the views
of the American Bar Association.

1. Provide a general description of your understanding of the need or lack of a
need for a patent small claims court or other streamlined proceedings. If
you believe there is a need, please provide a description of which types of
patent cases would benefit from such proceedings. If you believe that there
is not a need for such a court or proceedings, please share why you hold
such a view.

The compelling need for a federal judicial forum where “small” patent
infringement claims can be adjudicated in a cost-effective and expeditious manner
is best expressed in historical evidence and the annual statistics collected and
maintained by the Administrative Office of the United States Courts (“AO”).
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a. Historical Evidence.

The need for a federal forum to adjudicate “small” patent infringement claims has been
discussed by the inventor and small business communities and in academic and bar association
circles for the past two decades.

On March 23, 1989, the Franklin Pierce Law Center, in cooperation with the Kenneth J.
Germeshausen Center for the Law of Innovation and Entrepreneurship at the University of New
Hampshire and the PTC Research Foundation, hosted a conference of leading patent litigators,
corporate counsel from FORTUNE 500 companies, academics, and federal judges including Chief
Judge Howard T. Markey and Circuit Judge Pauline Newman of the United States Court of
Appeals for the Federal Circuit, and Judge William C. Conner of the United States Southern
District of New York. See Homer O. Blair, Introduction: Franklin Pierce Law Center, Second
Patent System Major Problems Conference, March 23, 1989, 30 IDEA 107 (1989); see also id.
at 107-08 (listing attendees). The Conference examined how to streamline patent litigation and
utilize nascent alternative dispute resolution techniques to better resolve “small” patent
infringement claims. The potential claim threshold considered was between $25,000 and
$1 million (in 1989 dollars), because, as one participant observed, “[y]ou can hardly litigate a
case [for] much less than half a million dollars these days. And a million dollars is more like it
for many cases.” Id. at 219. The most striking development of the Conference was the
confluence of FORTUNE 500 corporations and small patent-holders that expressed a need for a
forum to adjudicate “small” patent infringement claims and render a decision in a more efficient
and less expensive manner than litigating before a federal district court. Id. at 217, 219-20
(remarks of Homer O. Blair, Donald R. Dunner, Joseph M. Fitzpatrick, Robert T. Orner, and
Chief Judge Howard T. Markey).

William S. Thompson, President of the American Intellectual Property Law Association
(“AIPLA”), attended this Conference and subsequently led the AIPLA to consider
recommending that a “small” patent claims court be authorized to preside over infringement
claims of $1 million or less. See Federal Small Claims Procedure, 1990 ABA SEC. PAT.,
TRADEMARK & COPYRIGHT L. CoMM. REP. 194, 196 (1990) (“1990 ABA Comm. Rep.”)
(discussing the AIPLA proposal).

In 1990, the predecessor to the ABA-IP Section recognized that “litigants with small
claims based upon exclusive federal jurisdiction, such as patents[,] . . . are effectively shut out
from the federal courts” and a “litigant having the economic staying power can out-litigate the
opponent by simply refusing to go along with . . . alternative forms of dispute resolution.” Id. at
194. The ABA-IP Section, therefore, endorsed the authorization of a “small” patent claims court
by adopting Resolution 401.4.

Resolution 401.4 states:

RESOLVED, that the Section of Patent, Trademark and Copyright Law favors, in
principle, legislation for the establishment of an expedited, low-cost small claims
procedure within the federal judiciary for the resolution of civil patent and
copyright disputes subject to exclusive federal jurisdiction, having an amount in
controversy less than an appropriate stated sum.



Id. at 194.

This Resolution was accompanied by a recommendation that infringement be capped at
$100,000, although a minority of members supported the higher $1 million threshold
recommended by the AIPLA. Id. at 195-96. Resolution 401.4 also included several other
substantive recommendations:

o A magistrate would preside over all cases of “small” patent infringement claims.
Id. at 195.
o The “small” patent infringement forum would not have supplemental or ancillary

jurisdiction over related non-patent claims. Counterclaims would be allowed, but
only if the counterclaim was under the $100,000 threshold. Id.

o Discovery and/or trial would be subject to streamlined procedures to ensure the
speedy and cost-effective resolution of “small” patent infringement claims. Id.

o There would be no right to a jury trial. To avoid Seventh Amendment concerns, a
losing party would be able to appeal to a federal district court for a de novo trial.
If the plaintiff did not prevail, however, it would be required to pay the prevailing
party’s attorneys’ fees and court costs for the district court proceeding. Id.

o A “small” patent claim could be removed to a federal district court by motion of
either the defendant or the defendant to a counterclaim. Id.

o The “small” patent claims court would not have injunctive authority, but an
injunction could be requested in any de novo federal district court proceeding. Id.

o No willful damages or attorneys’ fees could be awarded. 1d.

In 1990, the Secretary of the United States Department of Commerce formed an Advisory
Commission on Patent Law Reform (the “Commerce Advisory Commission’). See ADVISORY
COMM’N ON PATENT LAW REFORM, A REPORT TO THE SECRETARY OF COMMERCE (1992). In
1992, the Commerce Advisory Commission issued a Report that suggested further study of the
following topics: “other means of resolving patent disputes,” “designating specialized patent
courts,” “intra-circuit sharing of judges with experience in patent litigation,” and the “adoption
of'a ‘small claims’ procedure for patent cases in Federal courts.” Id. at 13-14.

An important recent law review article identified several reasons why Resolution 401.4

did not advance after 1992. See Robert P. Greenspoon, Is The United States Finally Ready for a
Patent Small Claims Court?, 10 MINN. J. L. ScI. & TECH. 549, 556-57 (2009). First, the proposal
to afford a losing party before a “small” patent claims court a de novo trial in federal district
court was viewed as not being able to “pass the necessary test of constitutionality.” Id. at 556.
Second, Resolution 401.4 was to be implemented nationwide, rather than in an experimental
pilot program. Id. Third, Resolution 401.4 would have imposed a substantial amount of work on
magistrate judges across the country. Id. at 557. Finally, allowing the defendant to remove a
“small” patent claim case to a federal district court, effectively gave the defendant a veto over



the process. 1d. Mr. Greenspoon’s proposed solution was to set a $1 million cap on potential
infringement damages; require expedited discovery; utilize interested senior judges to adjudicate
these cases instead of magistrates; permit jury trials, but with strict time limitations; and roll out
a pilot program in only a few jurisdictions before undertaking systemic reform. Id. at 561-66.

In September 2011, Congress enacted the Leahy-Smith America Invents Act, Pub. L. No.
112-29, 125 Stat. 284 (2011) (the “AIA”) to create “a patent system that is clearer, fairer, more
transparent, and more objective. It is a system that will ultimately reduce litigation
costs . . . [and] make it simpler and easier to obtain valid patents and to enforce those patents|[.]”
157 CoNG. REC. S5319 (daily ed. Sept. 6, 2011) (statement of Sen. Kyl). It also revises and
expands inter parte reexamination, now known as an inter partes review (“IPR”), as “an
inexpensive substitute for district court litigation[.]” Id. The IPR is intended to be a limited
proceeding wherein a petitioner may request the USPTO to cancel one or more claims based on
invalidity over published patents or printed publications. See AlA, 35 U.S.C.A. § 311(b). Under
the AIA, an IPR issues if the USPTO Director determines “there is a reasonable likelihood that a
petitioner would prevail with respect to at least 1 of the claims challenged in the petition.” AlA,
8§ 314(a). In addition, a post-grant review program (“PGR”) was authorized to allow a petitioner
to request that the USPTO cancel patent claims for invalidity. § 321(b). A PGR petition,
however, must be initiated within 9 months after the patent is issued. § 321(c). Both IPR and
PGR proceedings provide an inexpensive means to resolve challenges to a patent’s validity.
Neither an IPR nor a PGR, however, was designed to adjudicate patent infringement claims,
award damages, or afford injunctive relief. Although the AlA is anticipated to reduce the cost of
some patent litigation, an efficient, low-cost forum to resolve “small” patent infringement claims
was not addressed by the AlA.

In early 2012, the Under Secretary of Commerce for Intellectual Property and Director of
the USPTO, recognizing that the AIA is not the end of patent reform, endorsed the concept of a
federal “small” patent claims forum that “could settle patent disputes quickly and cheaply.” See
U.S. Patent Director, An Alum, Says New Approach Needed For Tech Transfer, UC DAvVIS NEWS
AND INFORMATION (Jan. 30, 2012), available at http://www.dateline.ucdavis.
edu/dl_detail.lasso?id=12714 (last viewed Feb. 1, 2013). In February 2012, the ABA-IP Section
decided to examine anew the viability of requesting Congress to authorize a federal forum with
jurisdiction to adjudicate “small” patent infringement claims in a cost-efficient manner and
appointed a Task Force to identify decisional issues and prepare a presentation to the Council.*

! Judge Susan G. Braden, Washington D.C., was appointed to serve as Chair of the Task Force.
The following members of the ABA-IP Section were appointed to serve on the Task Force: Erica H.
Arner, Finnegan Henderson, Farabow, Garrett & Dunner, LLP, Washington, D.C.; Steven P. Caltrider,
Deputy General Counsel, Eli Lilly & Co., Indianapolis, Indiana; Samson Helfgott, Katten Muchin
Rosenman LLP, New York, New York; Pamela Banner Krupka, The Krupka Law Group, P.C., Los
Angeles, California; Don Martens, Knobbe Martens Olson & Bear LLP, Irvine, California; Scott F.
Partridge, Baker Botts, L.L.P., Houston, Texas; Stephanie L. Roberts, Steptoe & Johnson, Washington,
D.C.; and Harrie Samaras, ADR and Law Office of Harrie Samaras, West Chester, Pennsylvania.

The assistance of the AO staff in providing statistical data and the research of the Librarian of the
United States Court of Appeals for the Federal Circuit was particularly helpful in preparing this comment.
Judge Braden’s Law Clerks Mike Knobler and Alex Larro also provided research assistance. Her Judicial
Assistant, Karen Glanden was responsible for editorial and production assistance.



To support the work of the ABA-IP Section Task Force, the USPTO requested that the
George Washington Law School convene an Intellectual Property Small Claims Roundtable
(“GWL Roundtable”) that took place on May 10, 2012 to bring together: practicing lawyers;
academics; representatives from the small invention community; USPTO senior staff officials;
ABA-IP Task Force members; and former and current federal judges. The GWL Roundtable
began with a presentation by Mr. Paul Stoer, Copyright and Intellectual Property Enforcement
Policy Officer at the United Kingdom’s Intellectual Property Office in London, who described
the recent experience of the Patents County Court in England and Wales (the “UK-PCC”),? and
Professor Richard Pierce’s observations on constitutional issues.

Subsequently, the ABA-IP Task Force prepared a written presentation to the ABA-IP
Section Council on August 1, 2012, participated in a Forum held at the USPTO on October 1,
2012, and hosted several Inns of Court and related intellectual bar association roundtable
discussions in Washington, D.C., Philadelphia, Pennsylvania, and Dallas, Texas,* to ascertain the
current views of the small inventor community, practitioners, intellectual property owners, and
academics.

b. Annual Statistics Collected and Maintained by the Administrative Office
of the United States Courts.

The statistics collected and maintained by the AO also demonstrate the need for an
alternative federal forum to adjudicate “small” patent claims.

During the 12-month periods, beginning September 30, 2008 through 2012, statistics
collected and maintained by the AO indicate that the number of patent cases filed in the United
States District Courts increased by 78.4%.*

2008 2009 2010 2011 2012

2 1n 1990, the UK-PCC was established in to handle patent, registered design, and trademark
cases, under less expensive and more streamlined procedures than those used in the Patent Court of the
High Court. Cases can be transferred from the Patent Court of the High Court to the UK-PCC and vice
versa. At the UK-PCC, cases are heard by a single judge or an appointed deputy and may be argued by a
patent agent or solicitor, instead of a barrister. Generally, the damages at issue in UK-PCC cases are no
more than £500,000, excluding interest other than that payable under an agreement and costs. An appeal
of a patent case from the UK-PCC is heard by the Court of Appeal, provided that leave is granted. The
Court of Appeal focuses primarily on the correctness of the decision on points of law, not on issues of
fact. A further appeal on a point of law is possible to the Supreme Court, although permission must be
sought and is rarely granted. The legal costs of an appeal, however, are awarded to the winning party on a
“loser pays” basis, whether in the Court of Appeal or the Supreme Court.

® On February 28, 2013, the University of Illinois Law School and the AIPLA hosted a day-long
conference to discuss how to implement a “small” patent claims forum. On May 1, 2013, the AIPLA also
will convene a panel discussion to discuss the merits of a “small” patent claims forum in Seattle.

* See ADMIN. OFFICE OF THE U.S. COURTS, 2011 ANNUAL REPORT OF THE DIR.: JUDICIAL BUS.
OF THE U.S. COURTS, at 151 (2012), available at http://www.uscourts.gov/uscourts/
Statistics/JudicialBusiness/2011/JudicialBusiness2011.pdf (last viewed Jan. 30, 2013).



No. of Patent Cases Filed 2,909 2,792 3,301 4,015 5,189°

The AO does not collect or maintain statistics on the size of the damages claimed. Of the
1,032 AIPLA members who responded to the association’s most recent, 2011 Economic Survey,
approximately a third reported that they handled a case with $1 million damages or less at stake.®
An unpublished October 21, 2012 draft article examining 340 patent infringement cases decided
between 1995 and 2008, indicates that 40% of those involved patent cases where $2 million or
less was awarded. See http://ssrn.com/abtract=2164787 at 14 (Figure 4). These estimates,
however, do not separately account for patent suits filed by non-practicing entities, a matter
discussed in response to Request 2(s). Therefore, it may be assumed that at least 30% of the
patent cases filed each year constitute “small” patent claims.

2. Please share your views, along with any corresponding analysis and empirical data, as
to what a preferred patent small claims proceeding should look like. In doing so, please
comment on any of the following issues:

(@) What the possible venues for a small claims proceeding should be, including
whether patent small claims should be heard by Federal District Court judges or
magistrates, whether patent small claims should be handled by an Article I court,
such as the U.S. Court of Federal Claims, or whether patent small claims should
be heard in another venue not specifically listed here.

I. United States District Court and Magistrate Judges.

The United States District Courts and magistrate judges have demonstrated the
substantive ability to adjudicate patent cases that involve complex technology and have an
immediate impact on the economy. In addition, fourteen federal district courts recently
volunteered to participate in a ten year pilot program to enhance expertise in patent cases. See
Pub. L. No. 111-349." These federal district courts were selected because they had the “largest
number of patent and plant variety protection cases in 2010” or intended to adopt special local
rules to handle such matters in an attempt “to enhance expertise in patent cases [and] . . . to
analyze and report certain statistics (e.g., time to disposition and reversal rate”). Robert Gunther

> In January 2013, 530 new patent cases were filed, a 46% increase over the same period one year
ago, i.e., two and a half times the number of patent cases filed in January 2012 (or an increase of 147%).
See available at http://trac.5yr.edu/tracereport (“Three-Year Rise in Patent Lawsuits.”) (last viewed Feb.
20, 2013).

6 See AM. INTELLECTUAL PROP. LAW ASS’N, REPORT OF THE ECONOMIC SURVEY, at 1-153-54
(2011).

" The initial federal pilot patent courts include the: Eastern District of New York; Southern
District of New York; Western District of Pennsylvania; District of New Jersey; District of Maryland;
Northern District of Illinois; Southern District of Florida; District of Nevada; Eastern District of Texas;
Northern District of Texas; Western District of Tennessee; Central District of California; Northern
District of California; and Southern District of California. See Exhibit A.


http://trac.5yr.edu/tracereport

& Omar 18<ahn, “Patent Pilot Program, One Year Later,” N.Y. L.J. (Jan. 7, 2013) (bold in
original).

The purpose of a federal “small” patent claims forum, however, is to adjudicate these
disputes in an expedited and less expensive manner than is typically the case. It would appear
that imposing a “fast track” adjudication of claims on the federal district courts and their
magistrates may not always be feasible, given the current caseload, as demonstrated in the
following charts. Moreover, some of the Patent Pilot Program courts may not want to incorporate
a “fast track” procedure that would advance adjudication of “small” patent claims ahead of more
complex patent cases.

During the 12-month periods, September 30, 2008 through September 30, 2012, statistics
collected and maintained by the AO, however, indicate that the number of patent cases that
actually proceed to trial, either by a judge, jury, or magistrate are fewer than four percent.

2008 2009 2010 2011 2012
% of cases that proceed to trial ~ 3.8% 4.0% 3.9% 2.9% 3.4%°

What happens to the rest of the patent cases filed? The AO collects and maintains
statistics on how many patent cases are terminated in a fiscal year, at what juncture they are
terminated, and the months from the date a complaint is filed to any case termination, but the AO
does not collect or maintain statistics on how many patent cases are settled or how many cases
are dismissed on summary judgment by the trial court or by a plaintiff who elects not to
proceed.’® Nor does the AO collect or maintain statistics that reflect how many plaintiffs run out
of funds to proceed or simply abandon lawsuits that are not moving toward adjudication.

8 In the Patent Pilot Program, “patent cases filed in participating district courts are initially
randomly assigned to all district judges, regardless of whether they have been designated to hear such
cases. A judge who is randomly assigned a patent case and is not among the designated judges may
decline to accept the case. That case is then randomly assigned to one of the district judges designated to
hear patent cases.

The Judicial Conference Committee on Court Administration and Case Management will help
implement the pilot. [That] Committee is encouraging the pilot courts in the project to use their case
assignment system to ensure fairness in the distribution of the court's workload and provide for the
assignments of additional civil cases to those judges who decline patent cases.” See
http://www.uscourts.gov/News/NewsView/11-06-07/District_Courts_Selected for_Patent
Pilot_Program.aspx (last visited Jan. 28, 2013).

%See Table C-4 U.S. District Courts — Civil Cases Terminated, by Nature of Suit and Action
Taken, During the 12 Month Period Ending September 30, 2012.

19 For example, for the 12-month period ending September 30, 2012, statistics collected and
maintained by the AO report that of 4,042 patent cases that were terminated—1,129 cases were
terminated, on average, with no court action after 4.3 months; 2,181 other cases were terminated on
average with some pre-trial court action after 7.3 months; 593 other cases were terminated during or after
an average of pretrial court action, after 13.8 months; and another 139 cases were terminated during trial,
after 31.1 months. See Table C-5A.


http://www.uscourts.gov/News/NewsView/11-06-07/District_Courts_Selected_for_Patent_P
http://www.uscourts.gov/News/NewsView/11-06-07/District_Courts_Selected_for_Patent_P

ii. United States Court of Federal Claims.

In light of the small percentage of patent cases that actually are adjudicated by the United
States District Courts or their magistrates, the United States Court of Federal Claims may be a
viable alternative federal forum for a pilot program to adjudicate “small” patent claims. A brief
description of the history and jurisdiction of the court follows.

In 1887, Congress authorized the Court of Claims to adjudicate suits against the United
States for breach of contract and issue binding judgments. In 1982, the Federal Courts
Improvement Act of 1982 abolished the existing Court of Claims and Court of Customs and
Patent Appeals and created two new federal courts: the United States Claims Court, renamed in
1992 as the United States Court of Federal Claims,™* and the United States Court of Appeals for
the Federal Circuit. The Tucker Act is the core jurisdictional statute of the United States Court of
Federal Claims,*? but the money-mandating authority must be derived from a different source.
See United States v. Testan, 424 U.S. 392, 398 (1976). Under the Fifth Amendment Takings
Clause and a wide variety of money-mandating statutes, the court has exclusive jurisdiction over
claims against the federal government in excess of $10,000, including suits involving:
government contracts; bid protests; federal tax refunds; Indian claims; civilian and military pay
claims; and vaccine injury claims.

More importantly, Congress has authorized the United States Court of Federal Claims
with jurisdiction to adjudicate claims for patent infringement:

if the Government uses or manufactures a patented invention without a license or
if the use or manufacture of a patented invention is by a contractor, subcontractor,
or any person, firm, or corporation for the government, with the authorization or
consent of the government.

28 U.S.C. § 1498(a); see also Hughes Aircraft Co. v. United States, 534 F.2d 889, 897 (Ct. CI.
1976).'® These patent cases,™ like a significant portion of the court’s other substantive docket,

11 See Federal Courts Administration Act of 1992, Pub. L. No. 102-572, § 902, 106 Stat. 4506
(1992).

2 The Tucker Act provides:

The United States Claim Court shall have jurisdiction to render judgment upon any claim
against the United States founded upon either the Constitution, or any Act of Congress or
any regulation of an executive department, or upon any express or implied contract with

the United States, or for liquidated or unliquidated damages in cases not sounding in tort.

28 U.S.C. § 1491(1)(1) (2006).

3 The United States Court of Federal Claims also has jurisdiction to adjudicate claims by a patent
applicant or owner to recover compensation for damages caused by the imposition of a Secrecy Order on
a patent application by one of the military or intelligence departments, where there has been subsequent
use by the Government resulting from the disclosure of the invention covered by the Secrecy Order. See



entail: the review of extensive records; require findings of fact; and resolution of complex issues
of law. Trials often involve expert witnesses and electronic evidence. Although the United States
Court of Federal Claims is housed in Washington, D.C., in the same physical building as the
United States Court of Appeals for the Federal Circuit, the United States Court of Federal Claims
has nationwide jurisdiction and its judges regularly conduct proceedings in other federal district
courts around the country for the convenience of the parties. Appeals of final judgments of the
United States Court of Federal Claims are reviewed by the United States Court of Appeals for
the Federal Circuit.

The court has authority to award money damages, but is also authorized to issue
declaratory judgments or injunctions in bid protest cases. See 28 U.S.C. § 1491(b)(2); see also 28
U.S.C. § 1651 (“The Supreme Court and all courts established by Act of Congress may issue all
writs necessary or appropriate in aid of their respective jurisdictions and agreeable to the usages
and principles of law.”).

The judges of the United States Court of Federal Claims, like judges on the United States
District Courts, are appointed by the President, subject to confirmation of the Senate and
afforded the same salary and benefits. The judges of the United States Court of Federal Claims,
however, are Article 1 judges who serve for a fifteen year term, but are eligible at the end of their
term to: 1) retire, if they satisfy the Rule of 80, i.e., are sixty-five years old with fifteen years of
judicial service; 2) request reappointment from the President for an additional fifteen year term;
or 3) request the Chief Judge to appoint them to serve as a senior judge, based on the
requirements of the court.™

On February 28, 2013, one of the sixteen active judges retired. On March 31, 2013,
another active judge also retired. On October 22, 2013, the term of five other judges also will
end: one intends to retire and three are eligible to retire, be reappointed, or assume senior status.
This presents an opportunity for the President to nominate three or more judges to this court with
“hands on” patent law experience to complement the United States Court of Federal Claims’
existing expertise in patent claim construction and adjudicating patent infringement claims.

35 U.S.C. § 183; see also Hornback v. United States, 301 F.3d 1382 (Fed. Cir. 2010). In addition, the
court has jurisdiction over patent issues arising under the Foreign Assistance Act, 22 U.S.C. § 2356.

¥ Typically, the patent infringement cases adjudicated by the United States Court of Federal
Claims concern claims arising out of significant government military contracts, entail highly technical and
cutting edge technology, FORTUNE 500 government contractors, and multi-million dollar damage claims.
At present, there are thirty-one patent infringement cases pending in the United States Court of Federal
Claims. This is comparable to the number of patent claims currently pending in the United States District
Court for the District of Columbia.

> The United States Court of Federal Claims is an Article | court, because it has jurisdiction to
adjudicate congressional references regarding compensation of individual claims. See 28 U.S.C. § 1492.
In the past 20 years only two congressional references have been sent to the court. Therefore, if Congress
no longer ascertains a need for reference cases, the issue arises as to why the United States Court of
Federal Claims should not be afforded Article 111 status, since no cost would be imposed on the taxpayer
for that transition.



The following chart summarizes factors relevant to considering the United States Court
of Federal Claims as a forum to adjudicate “small” patent claims:

234 published patent cases to date by the United
Experience In Patent Claim Construction | States Court of Federal Claims, of which 49 have

and Adjudicating Infringement Claims been reviewed in a published opinion of the United
States Court of Appeals for the Federal Circuit
‘/16
Docket Capacity
v
Accessibility to Parties National Jurisdiction
v

Knowledge of Governing Appellate

i reversal rate 12%)
Jurisprudence (reversal rate 12%)

Injunctive Authority Limited

Alternative Dispute Program ADR Automatic Referral Program

There is a hybrid option worth discussion with the AO, Federal Judicial Center, and
judges participating in the Patent Pilot Program. For plaintiffs that satisfy the venue requirements
of one of the fourteen federal district courts participating in the Patent Pilot Program, “small”
patent claims would be filed there. In the event that a Patent Pilot Program court would be unable
to accommodate a fast track adjudication of “small” patent claim, that case could be transferred
to the United States Court of Federal Claims for adjudication. For plaintiffs that cannot satisfy
the venue requirements of one of the Patent Pilot Program courts, the United States Court of
Federal Claims would serve as the default federal forum for adjudicating a “small” patent claim
case.

1 1t is estimated that the docket would consist of approximately 975 “small” patent claims cases
per year, excluding non-practicing entity cases from the 5,189 patent cases filed in 2012. Those cases
would be assigned on a wheel among the sixteen judges authorized to serve on the United States Court of
Federal Claims. Therefore, each judge would be assigned approximately sixty new cases over the course
of a year. If the court recalled six of the current senior judges who will be retired on October 1, 2013,
each judge would be assigned approximately forty-four new cases over the course of a year. The potential
availability of willing retired senior judges to be recalled would be a significant cost-savings factor to be
considered, since they receive full compensation, whether they are retired or serve as a Senior Judge. If
the court also retained three of the active judges currently expected to request senior status in 2013 and
the eight current Senior Judges, each judge would be assigned thirty-nine new cases over the course of a
year.

In addition, since some of the judges of the United States Court of Federal Claims currently
utilize the LMM Program students from the George Washington School of Law as interns, these students
potentially could serve as specialized patent law clerks for a semester and receive academic credit, instead
of a salary.

17 See Exhibit B. The reversal rate for federal district court patent cases is also twelve percent. See
Admin. Office of the U.S. Courts, 2011 Annual Report of the Dir.: Judicial Bus. of the U.S. Courts, at
151 (2012), available at http://www.uscourts.gov/uscourts/ Statistics/Judicial
Business/2011/JudicialBusiness2011.pdf (last viewed Jan. 30, 2013).



iil. United States Patent and Trademark Office.

Another potential alternative forum not discussed in the Federal Register notice is the
USPTO administrative law judges in the new field offices in Detroit, Dallas, Denver, and San
Jose. In light of the current patent application backlog and the existing docket of the Patent and
Trademark Appeal Board judges with the new AlA proceedings, this may not be a feasible
option. In addition, the lack of familiarity with managing adjudication and discovery
infringement and damage issues are other factors that militate against using the USPTO as a
forum to handle “small” patent claims proceedings. The USPTO may wish to weigh the merits of
this option, however, in making its recommendations to Congress.

(b) What the preferred subject matter jurisdiction of the patent small claims
proceeding should be, including which if any claims, counterclaims, and defenses
should be permitted in a patent small claims proceeding.

I. Patent Subject Matter.

Subject matter jurisdiction defines the legal authority of a court to adjudicate a particular
type of case or controversy. See ERWIN CHEMERINSKY, FEDERAL JURISDICTION 247 (2d ed. 1994)
(“CHEMERINSKY”). Recognizing the distinct substantive nature of copyright and trademark law
and that the damages at issue in such infringement cases generally entail damages of $150,000 or
less, both GWL Roundtable breakout sessions expressed a preference for a forum to adjudicate
copyright and trademark claims separate from “small” patent claims. See 76. Fed. Reg. 2008
(Oct. 27, 2011) (Notice of Inquiry re: Remedies for Small Copyright Claims); 77 Fed. Reg. 164
(Aug. 23, 2012) (same); 77 Fed. Reg. 179 (Sept. 14. 2012) (same); see also Draft List of Issues
in Structuring a Copyright Small Claims Procedure, IP Small Claims Roundtable, The George
Washington University School of Law (May 10, 2012) (suggesting the maximum amount of
damages as $80,000); David Nimmer, “Proposal For Small Copyright Infringement Claims,”
submitted on behalf of the American Photographic Artists (Jan. 17, 2012) at 15.

Accordingly, the federal “small” patent claims forum should have subject matter
jurisdiction over only patent infringement claims.

ii. Supplemental Jurisdiction.

As a general matter, it has been considered desirable for a federal court to have
“supplemental” jurisdiction, i.e., “ancillary” jurisdiction and “pendant” jurisdiction, to adjudicate
claims that do not otherwise meet the requirements of federal subject matter. See CHEMERINSKY
§ 5.4 at 312; see also 28 U.S.C. §1367.'® “Supplemental” jurisdiction affords litigants an

'8 The Judicial Improvements Act of 1990 provides:

[ITn any civil action of which the district courts have original jurisdiction, the district
courts shall have supplemental jurisdiction over all other claims that are so related to
claims in the action within such original jurisdiction that they form part of the same case
or controversy under Article 111 of the United States Constitution. Such supplemental
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opportunity to resolve all related claims in one forum, nominally decreasing the time and cost of
resolution. Likewise, permitting counterclaims, cross claims, or third party claims authorized by
FED. R. Civ. P. 18(a) could provide an opportunity to resolve all issues in one forum. And, as in
federal district court cases, permitting “supplemental” and compulsory counterclaims could
effectuate an even playing field and likelihood of settlement, but inevitably increase the
complexity of the case and exceed the maximum monetary exposure of a defendant.

Accordingly, the federal “small” patent claims forum should not have supplemental
jurisdiction over any substantive claim other than patent infringement and a validity
counterclaim. If a “small” patent claim is challenged within eighteen months after patent is
issued, the court may stay the case to afford the plaintiff the ability to utilize existing USPTO
procedures under the AlA, as was suggested by the USPTO. See Letter from Bernard J. Knight
Jr., USPTO General Counsel to Judge Susan G. Braden, Chair, ABA-IP Task Force (Aug. 15,
2012).

(©) Whether parties should agree to waive their right to a jury trial as a condition of
participating in a small claims proceeding.

Under the Seventh Amendment to the United States Constitution, either party may seek
an adjudication by jury trial, when monetary damages are requested. See U.S. CONST. amend.
VII; see also Markman v. Westview Instruments, Inc., 517 U.S. 370, 377 (1996) (holding “there
is no dispute that [patent] infringement cases today must be tried to a jury, as their predecessors
were more than two centuries ago.”). Therefore, both parties must waive their right to a jury trial,
which should be a jurisdictional prerequisite to seeking an adjudication in the federal “small”
patent claims forum.

(d) Whether there should be certain required pleadings or evidence to initiate a small
claims proceeding.

At the time a complaint is filed, the following supporting exhibits should be submitted:
the patent; filing history; a statement of prior art; and statement summarizing evidence of the
product, machine, or process alleged to have been infringed. See Judge William C. Conner,
United States District Judge for the Southern District of New York, “4 Proposal For Quick and
Inexpensive Resolution of Patent Controversies,” 30 IDEA at 111 (1989). In addition, a sworn
affidavit of the plaintiff or a corporate officer must be filed with the complaint, attesting that an
estimate of the amount of damages requested is made in good faith and based on information and
belief.

jurisdiction shall include claims that involve the joinder or intervention of additional
parties.

28 U.S.C. § 1367.
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(e) Whether a filing fee should be required to initiate a small claims proceeding and
what the nature of that fee should be.

The parties should be required to pay filing fees authorized under 28 U.S.C. § 1914, 28
U.S.C. 8 1926(a), and 2012 US ORDER 0015 (C.O. 0015) (Miscellaneous Fee Schedules
District Court Miscellaneous Fee Schedule; United States Court of Federal Claims Fee
Schedule).

Q) Whether multiple parties should be able to file claims in a small claims
proceeding and whether multiple defendants may be sued together.

The issue of multiple party actions can be problematic in managing any case in an
expedited and cost effective manner. For this reason, the federal “small” patent claims forum
should adhere to the new joinder rules set forth in 35 U.S.C. § 299 (amended by Pub. L. No. 112-
274, 126 Stat. 2456 (Jan. 14 2013). In addition, no party should be able to remove the case to any
other judicial forum more than ten days after an answer is filed.

(9) What role attorneys should have in a small claims proceeding including whether
corporations should be able to represent themselves.

Attorneys, whether in the private bar or corporate counsel, should be able to appear
before the “small” patent claims forum, so long as they are admitted to practice in that forum.

(h) What the preferred case management characteristics that would help to control
the length and expense of a small claims proceeding should be.

The federal “small” patent claims forum must provide litigants with the cost effective
disposition of cases by management directives, procedural rules, and model pleadings to
facilitate settlement or adjudication. In particular, the rules implemented must ensure: early
initial disclosure of relevant documents and potential witness names, including experts; limited
discovery, including use of a tailored CAFC E-Discovery Model Order;*® “rocket docket”
procedures to limit pre-trial practice;?° and expedited claim construction and invalidity rulings.

9 UNITED STATES COURT OF APPEALS FOR THE FEDERAL CIRCUIT, An E-Discovery Model Order
(2011), available at http://www.cafc.uscourts.gov/images/stories/announcements/
Ediscovery_Model Order.pdf (last visited Feb. 1, 2013).

% See e.g., Exhibit C. The UK-PCC has implemented a procedure where both parties are required
to submit a detailed statement of the case very early, setting forth the facts and law supporting their
positions. The statement of the case can be limited in size and can include supporting documents, claim
charts, etc. After the statements are exchanged, a case management conference is held to determine the
schedule for disclosure of documents, witness evidence, and expert evidence. After reviewing the
statements of the case, the judge and parties may determine that only written factual and expert evidence
will be permitted or that no additional document exchange will be needed. The UK-PCC rules give the
judge broad latitude to set the schedule and procedures in order to accomplish the goal of an efficient and
economical resolution. According to Practice Direction 63 { 31.2, the UK-PCC should “endeavor to
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http://www.cafc.uscourts.gov/images/stories/announcements/Ediscovery_Model_Order.