Response to USPTO Request for Comments on a 
Patent Small Claims Proceeding in the United States

John B. Pegram
Thank you for the opportunity to respond to the USPTO’s Request for Comments on a Patent Small Claims Proceeding in the United States, published in the Federal Register on December 18, 2013. The following responses and comments are my own, and are not made on behalf of any organization with which I am affiliated. 
For background purposes, I note that I have been a registered patent attorney and attorney-at-law for about 45 years, practicing primarily in the field of patent law, representing clients of all sizes. I have been a prolific writer and speaker on patent law and litigation topics, and have been active in patent law associations as a committee member, chair and director. I am a Past President of the New York Intellectual Property Law Association. 
Specifically, with respect to my present comments, I am one of a relatively small group of persons in the U.S. who has studied in depth the possibilities of alternative courts for patent cases, including the possibility of a Patent Small Claims Court. I participated in the 1989 conference at Franklin Pierce Law Center that examined how to streamline patent litigation through a small claims court and have spoken on the subject at several association meetings. I have published two major, relevant papers.
 I testified (alongside then-Prof. Moore) on Repr. Issa’s bill that created the current Patent Case Pilot Program.
 I also have studied the UK Patents County Court, and organized programs for AIPLA and the Association of Corporate Patent Counsel about the early version of that court. 
Summary 

The term “patent small claims court” has been used to describe both a special court to handle patent claims by small entities and a special court that would handle claims of relatively small value. While superficially attractive, I do not believe there is a real need for either type of court, as demonstrated by the limited use of existing alternatives and my own experience. I also do not believe that the establishment of such a court is practical. 
Rather, I recommend efforts to limit the cost of patent litigation generally, as discussed in my response to Question 1 below. 
Also, I suggest that the patent small claims court proposal diverts attention from the much greater need for protection of small and medium-size entities (SMEs) from unwarranted assertions of patents. 
USPTO Questions and My Responses

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. 
I do not believe that there is a need for a patent small claims court, either for small claimants or for claimants with small claims. The principal problems that the patent small claims proceeding proposals seek to address are universal, affecting parties and cases of all sizes. Existing rules, current initiatives and other, relatively simple measures can address the specific needs relating to small claimants and small claims. 

I also do not believe that there sufficient demand or political will to create and adequately fund a patent small claims court. I note, for example, that Congress established the current Patent Cases Pilot Program, to experiment with greater specialization of judges handling patent cases, but did not include the funding of additional resources proposed in Repr. Issa’s original bill.
 

The United Kingdom Experience

Some persons have argued that the recent success of the Patents County Court in the United Kingdom supports the creation of a patent small claims court in this country. I disagree. 

The traditional patent litigation system in England and Wales involved limited discovery and trial before a patent-experienced judge in the Patents Court, a part of the main court of general jurisdiction, the High Court. Appeals were and are to the Court of Appeals, with a possible further review by the Law Lords of the House of Lords, both including patent-experienced judges. Typically, a party is represented in these courts by at least one barrister (typically two, including a Queens Counsel (QC) in important cases), instructed by solicitors (who handle discovery and written submissions), with technical assistance from Chartered Patent Attorneys (CPAs). 

In 1990, a lower level, Patents County Court (PCC) was established to handle smaller IP cases of all types. Parties could be represented by a solicitor or a CPA with a litigation credential; no barrister was necessary. 

In its first two embodiments, the PCC was not considered successful. The court was located away from Central London and the first judge, Peter Ford, was not from the mainstream. He was a barrister, but not a QC, who had been a judge at the European Patent Office. My sense at the time was that a number of solicitors in England wanted the PCC to fail. In its second decade, the PCC substantially procedures were the same as those of the High Court, and offered no real advantages over that court.   

In 2010, the PCC moved to the same building as the Chancery Court in central London, Colin Birss QC was appointed as the judge, and new, simplified procedures were adopted. The PCC is now considered a success; however, it should be noted that most of the cases are non-patent IP cases. Only four final decisions were entered by the PCC in patent cases in 2012. That certainly does not indicate a strong demand in the UK for a patent small claims court. 
Also, the relative success of the PCC in its present form and with its current procedures has been primarily attributed by UK practitioners who I have consulted to: (1) a cap on the award of attorneys’ fees that otherwise would be awarded to a successful party in UK litigation, (2) “front-loaded” proceedings, requiring detailed pleadings, and (3) the strict case management by Judge Birss and his generally high ability. (Judge Birss has been promoted very recently to the Patents Court.) There would be no such avoidance of attorneys’ fees in a U.S. patent small claims court, and creation of a new court would not be necessary to impose front-loaded proceedings and strict case management on U.S. patent litigations of any size. 

Procedures That Would Require Consent of the Parties Will Not Work
In the United States, unlike the United Kingdom, all parties have a right to request trial by jury in cases in which there is a demand for damages, which is practically every patent case other than Hatch-Waxman cases. Therefore, even if the patentee might waive trial by jury in order to bring its case in a patent small claims court not offering jury trials, the defendant could—and in my opinion, probably would—remove the case from such a court by demanding trial by jury. (Because under three percent of all patent cases filed go to trial, the risk for a defendant in requesting a jury would be low.)
I believe that any court or judicial procedures requiring the consent of the parties at the outset of litigation are—in most cases—unlikely to be acceptable to one party or the other. If the parties could agree on how their dispute might be adjudicated, they already have various ADR options. However, I understand, from discussions several years ago with administrators at the American Arbitration Association that most ADR is the result of agreements made before a dispute arose and that voluntary ADR after a dispute arises is relatively rare. For the same reasons, agreement by parties to an existing dispute on resolving it in a small claims court appears to be very unlikely.  
I also note that relatively inexpensive post grant procedures before the PTAB in the USPTO are available to parties who have a patent validity dispute and can agree on that forum. Judges already have the authority to simplify litigation and reduce costs in appropriate cases by staying infringement litigation pending resolution of bona fide validity disputes in the USPTO. 
Improving the Management and Efficiency of Patent Cases of All Sizes

Rather than establishing a small claims court or special patent small claims proceedings, I suggest that steps be taken to improve the management and efficiency of patent cases of all sizes, and that proportionality be used as a guide in case management. 
The principal obstacle to court adjudication of patent claims is cost, both for patent owners and for defendants. The cost problem, especially discovery cost, should be addressed for patent litigation of all sizes. 
It is my understanding that when the Federal Rules of Civil Procedure were adopted in 1938, provisions made for discovery were primarily intended to avoid surprise at trial. Until 1970, the Federal Rules of Civil Procedure required a motion for documentary discovery on a showing of good cause, shifting the burden to the persons to whom such discovery is addressed to object or seek a protective order under current F.R.Civ.P. 26.
 As a practical matter, based on my own early experience, under this regime, the parties would usually agree on the scope of documentary discovery. I believe that the rule was amended in 1970 primarily to reduce the burden on judges, and not because of any demonstrated need for the broad documentary and electronic discovery that has followed the amendment. 
I suggest that limiting discovery through judicial case management could significantly reduce the cost of patent litigation in the courts. Certainly that is the direction indicated by the Patent Trial and Appeal rules and guidelines, which provide for only limited discovery, directed to the real needs of the proceeding.
A principal aspect of discovery cost for small entities and cases involving small claims has been lack of proportionality of the discovery to the needs of the case. Judge Birss has identified “An emphasis on proportionality” as “one of the key ideas underlying [the] new procedures” in the PCC.
 In the United States, F.R.Civ.P. 26(b)(2)(C) already permits courts to limit discovery to the needs of the case. It has been reported that the Advisory Committee on Civil Rules has recently voted to recommend amending the definition of relevance in Rule 26 to further encourage a “proportionality” standard.
 In my opinion, that change should be encouraged. 

Another aspect of the cost of U.S. patent litigation is the lack of specificity in the pleadings. That leads to broad and expensive discovery, much of which may not be directed to the ultimate issues. In the Twombly and Iqbal cases, the Supreme Court has required greater specificity in pleading than had previously been customary. However, some lower courts have cited F.R.Civ.P. 84 and the patent complaint Form 18 in the Appendix to the Rules as permitting bare pleading in a patent infringement Complaint.
 Based in part on objections from the patent community, the Advisory Committee on Civil Rules has considered removal of the forms from the Federal Rules of Civil Procedure; however, I understand that topic is still under consideration and is not included in the Committee’s latest recommendations. In my opinion, elimination of Form 18 should be encouraged. 
Steps the USPTO and the Federal Circuit Might Consider to Increase Predictability
At present, the Federal Circuit generally refrains from acting as a supervisor of the district courts and defers to the law of the regional circuit in which the district court sits when a rule is procedural in nature and not unique to patent law; but does not accord such deference when a district court's ruling turns on substantive issues unique to patent law.
 Those practices have been criticized for many years.
 Recently, there has been some movement toward greater supervision through mandamus proceedings.
 I suggest that the Federal Circuit move to a practice of greater oversight of the district courts and establishment of Federal Circuit precedents on procedural rules. The justification for reliance on the regional circuits’ procedures was to ease the burden on trial judges. However, I suggest that the value of a single, more uniform and predictable procedural standards in patent cases outweighs the burden of briefing the judge on what those standards are. 
The Markman procedure has been helpful in at least some cases in shortening and focusing issues in patent litigation. However, when pleadings are broad and vague, and the Markman hearing is delayed until shortly before trial, discovery tends to be lengthy and broad, causing the parties to incur costs that might be avoided if pleadings were more specific and the Markman hearings were earlier. Therefore, I suggest that: 

1. the USPTO—as the executive agency responsible for patent policy—should encourage amendment of the Federal Rules of Civil Procedure to eliminate the simplistic patent Complaint Form 18 from the rules, so more specific pleading could be required; 

2. The Federal Circuit provide oversight to the district courts, encouraging procedures leading to early Markman hearings; and 

3. The USPTO or other appropriate agency should conduct a study regarding how the construction of terms in patent claims might be made more readily apparent in the patent itself and the prosecution file history.  
Patent infringement litigation also is less predictable than it might be because of the lack of clarity regarding the Doctrine of Equivalents (DOE). Article 1, Section 8 of the Constitution assigned to the Congress the “power ... To promote the Progress of Science and useful Arts, by securing for limited Times to Authors and Inventors the exclusive Right to their respective Writings and Discoveries.” The DOE, however, is part of the common law that originated and developed independently in the courts. I suggest that the USPTO or other appropriate agency should conduct a study regarding clarification of the scope and rules for application of the DOE. Some of the subjects worthy of study include:
· The balance between giving full scope of protection to an invention and encouraging others to invent around the claimed invention; 

· The relevance to the DOE of the statutory requirement of a written disclosure to support patent claims;  
· The question of “whether, or how much of, the application of the doctrine of equivalents can be resolved by the court” and how much, if any part, requires a jury;
 
· Whether the DOE should only be applied to allegations of infringement by later-developed technology; and 
· Whether some form of PTO examination should be provided for the permissible scope of equivalence.
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:
(a) 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 do not consider any proposal for a patent court not involving an Article III judge to be viable. Proceeding in an Article I court would require consent of the parties. I doubt that both parties would grant such consent in most cases. 

Because I believe it unlikely that Congress would make the U.S. Court of Federal Claims an Article III court, in part because of the potential effects of such a change on its principal area of jurisdiction, claims against the federal government, I believe that consideration of that court to be a patent small claims court would be futile. 

I have proposed the U.S. Court of International Trade (CIT), an existing Article III court in the Federal Circuit, as an alternative court for patent litigation, to provide an alternative forum in which the judges would develop a degree of specialization and would have greater flexibility in implementing rules appropriate to patent litigation.
 Many patent attorneys in industry have sent me favorable comments, as have some judges.
 Some other district judges very much like being generalists and are opposed to specialized courts. However, a number of attorneys in private practice find the CIT proposal unattractive. For the most part, their reasons have been venue based, in spite of the fact that the CIT can sit anywhere in the United States, and otherwise have been poorly articulated. 
Current law permits trial by consent before magistrate judges, and referrals to magistrate judges for many purposes.
 Therefore, it is already within the power of district courts to appoint patent-specialized magistrate judges and establish rules for patent litigation before them. 
(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; 

This is primarily an issue of case management. The scope and subject matter of any small patent claim procedures should be addressed by the existing district courts. If a specialized patent court is created, it may create such procedures.
 The Patent Case Pilot Program may provide an opportunity for semi-specialized patent judges to develop appropriate procedures in consultation with the patent bar. 
(c) whether parties should agree to waive their right to a jury trial as a condition

of participating in a small claims proceeding; 

Parties should not be required to waive their right to a jury trial as a condition of participating in a small claims proceeding. To require such a waiver at the outset would be another reason to not create the special procedure or court. As a practical matter, only about 3% of all cases filed each year reach trial, but at the outset, parties and attorneys are inclined to preserve their jury trial rights. 
Further, the right to have a jury determine genuine factual disputes is one that may be particularly valuable for small claimants. A jury is particularly appropriate for deciding what I call “unknowable facts.” For example, I was a juror in a weapons-possession case where the jury had to decide—in the absence of fingerprints—whether a gun had been placed between the door pillar and front seat edge of an automobile by the driver, the “sleeping” passenger in the back seat or an arresting officer. Similarly, in patent cases, a jury can best decide facts based on oral testimony of fact witnesses regarding what was sold or used, either in the case of an alleged infringing product or asserted prior art. 
That having been said, I generally support the trend, led by the Supreme Court (for example, in Markman), 
 toward a more limited role for juries, to decide only the true fact issues. Overall, preparation for and conduct of jury trials in patent cases is likely to be more expensive than well-managed preparation and trial of a non-jury case. 
(d) whether there should be certain required pleadings or evidence to initiate a

small claims proceeding; 
I generally support movement toward a requirement of more specific pleadings, consistent with the Twombly
 and Iqbal
 cases, and abrogation of the provision in F.R.Civ.P. 84 that the forms in the Appendix “suffice under these rules” or removal of the patent complaint Form 18. 
(e) whether a filing fee should be required to initiate a small claims proceeding

and what the nature of that fee should be; 
The subject of court filing fees in civil actions for damages is one that should be addressed generally, but not imposed only in patent small claims cases. Litigation has become a tool, rather than merely a means of peaceful resolution of disputes. Fees have already been established to recoup the costs of UPTO proceedings. Therefore, a reasonable charge for use of the courts’ resources may be appropriate in patent infringement litigation. 

As in other matters discussed here, I suggest application of the principal of proportionality to the size of the dispute as part of determining what any court fees should be. 
(f) whether multiple parties should be able to file claims in a small claims

proceeding and whether multiple defendants may be sued together; 

Because I do not favor legislation that would establish a national patent small claims procedure or a patent small claims court, I do not believe that any parties should be able to file claims in a small claims proceeding. However, claims by multiple parties would appear to be inconsistent with the objective of simplification if such a procedure or court were established. 
Additionally, the AIA imposed limitations on suing multiple defendants for patent infringement in a single civil action, supplementing the limitations already in the Federal Rules of Civil Procedure. There does not appear to be any valid reason for relaxing those limitations in a small claims proceeding. 
(g) what role attorneys should have in a small claims proceeding including

whether corporations should be able to represent themselves; 

Patent litigation is too complex to have non-attorneys representing parties and I doubt that self-representation by individuals or corporations would save costs. The need for specialized representation has been recognized in the establishment by the USPTO of the PTAB, where admission to practice before the Office is the baseline for representation before the Board.

I participated in one district court interference review trial, years ago, in which a brilliant inventor represented himself. While we (as opposing counsel) and the judge complimented him at the end of trial as having done better than some attorneys we had seen, he lost. He would have had a better chance if represented by counsel. 
(h) what the preferred case management characteristics that would help to control

the length and expense of a small claims proceeding should be; 

I encourage the same type of active case management by patent-experienced judges that I encourage for patent litigation generally. I favor more specific pleadings and more limited discovery. In particular, the principle of proportionality, discussed elsewhere in this paper, should be applied. 
(i) what the preferred remedies in a small claims proceeding should be including

whether or not an injunction should be an available remedy and any minimum threshold

or maximum cap on damages that should be imposed; 

The usual remedies should be available to small claimants and claimants with small claims. 
(j) whether a small claims proceeding should include attorney’s fees or some form

of a “loser pays” system; 

In my opinion, the attorneys’ fees law applicable in copyright cases should be considered for all patent cases, without regard to size. That copyright law permits the court to “award a reasonable attorney’s fee to the prevailing party as part of the costs.”
 
Since many copyright cases involve relatively small amounts, the copyright case law could provide guidance for award of attorneys’ fees in small patent claim cases. 

(k) whether a small claims proceeding should include mediation and whether

mediation should be mandatory or permissive; 
In my opinion, sending a case to mediation should be at the discretion of the judge, based on evaluation at case management conferences. Mediation may be less necessary or less desirable if a short trial is a contemplated. I understand that infringement trials in Germany and trials in the UK Patents County Court (PCC) are typically only one or two days. Also, it appears that the PCC judge is permitted to disclose a tentative decision. That type of a procedure might lead to settlement more efficiently than a separate mediation.  
(l) what type of record should be created during a small claims proceeding

including whether hearings should be transcribed and whether a written decision should

be issued; 

Patents and patent applications are public documents. There is no justification for hiding the details or result of court proceedings involving patents, except subject to a Protective Order under the standards in Rule 26(c) of the Federal Rules of Civil Procedure.
 

A record should be created and a written decision rendered in all patent cases. The Administrative Office of the U.S. Courts should be consulted regarding what methods would be satisfactory. Parties, judges, appellate courts and the public (except for information subject to a Protective Order) should be permitted to request transcripts of at least pertinent parts and the decisions should be published.  
(m) what weight should be given to a decision rendered in a small claims

proceeding in terms of precedent, res judicata, and estoppel; 

There should be no difference from other patent cases. 
(n) how should a decision in a small claims proceeding be enforced; 

There should be no difference from other patent cases. 
(o) what the nature of appellate review should be including whether there should

be a direct appeal to the U.S Court of Appeals for the Federal Circuit or whether there

should be intermediate review by a U.S. district court or some other venue; 

There should be no difference from other patent cases.
 
(p) what, if any, constitutional issues would be raised by the creation of Federal

small claims proceedings including separation of powers, the right to a jury trial, and/or

due process; 

Because I do not believe that small claims proceedings would be viable outside of Article III courts, I have not studied this subject. I have discussed jury trials elsewhere in this response. 
(q) whether the patent small claim proceedings should be self-supporting

financially, including whether the winning and/or losing parties should be required to

defray any administrative costs, and if so, how would this be accomplished; 

There should be no difference from other patent cases. See (e) above. 
(r) whether and how to evaluate patent small claims proceedings, including

whether evaluations should be periodic and whether the patent small claims proceeding

should be launched initially as a pilot program; and

Because I do not favor legislation that would establish a national patent small claims procedure or a patent small claims court, I see no need for such evaluation. However, I do favor a change in Federal Circuit practice to review procedural decisions of all types under its own precedents, rather than applying regional circuit precedents. In that way, the Federal Circuit would have closer oversight of the efficient management of patent cases, including patent small claims cases. 
The existing Patent Case Pilot Program provides opportunities to consider any special issues relating to patent small claims. There is no need for a separate pilot program. 
 (s) any other additional pertinent issues not identified above that the USPTO

should consider. 
Please see the preceding sections of this paper. 

3. Please share any concerns you may have regarding any unintended negative

consequences of a patent small claims proceeding along with any proposed safeguards

that would reduce or eliminate the risk of any potential negative unintended

consequences, to the extent any such concerns exist. 
The patent small claims proceedings proposal is a distraction from the important task of making patent litigation of all sizes more efficient. 
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