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FEDERAL COURTS IMPROVEMENT ACT OF
1981—8. 21, AND STATE JUSTICE INSTITUTE
ACT OF 1981—S8. 537

MONDAY, MAY 18, 1981

U.S. SENATE,
SuBcoMMITTEE ON COURTS,
COMMITTEE ON THE JUDICIARY,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:35 a.m., in room
2228, Dirksen Senate Office Building, Senator Robert Dole {(chair-
man of the subcommittee) presiding.

Present: Senators Thurmond and Heflin.

Staff present: Alex A. Beehler, counsel; Arthur Briskman, minor-
ity counsel; and Linda E. White, chief clerk.

Also present: Michael J. Remington, chief counsel of the House
?ubcommittee on Courts, Civil Liberties, and Administration of

ustice.

Senator THURMOND. The hearing will come to order.

The chairman of this subcommittee, Senator Dole, has been de-
tained. I understand he has gone to the White House. At any rate,
he will be here very soon. In the meantime we shall proceed.
Senator Heflin will take his place until he arrives.

I see that Senator Dole has just entered the room.

OPENING STATEMENT OF CHAIRMAN ROBERT DOLE

| Senator Dork. Thank you, Mr. Chairman. I apologize for being
ate.

Today the Subcommittee on Courts will consider two diverse but
very significant pieces of legislation in the following order: S. 21,
the merger of the Court of Claims and the Court of Customs and
Patent Appeals; and S. 537, the State justice institute proposal.

The court merger measure is truly an omnibus legislative initia-
tive, addressing a range of technical but important subjects. It
establishes a new Court of Appeals for the Federal Circuit which
would exercise the nontax appellate jurisdiction presently held by
the Court of Claims and the Court of Customs and Patent Appeals.
It also restructures the Court of Claims into a claims court akin to
a district court, handling claims cases, except for tax matters.
Several other more technical changes are included, such as provid-
ing for prejudgment interest, limiting tenure for chief judges,
amending the Judicial Council organization, and restructuring the
retirement provisions for judges.

This proposal was conceived and developed as S. 1477, the “Fed-
eral Courts Improvements Act of 1979,” in the 96th Congress by

D
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Senator DeConcini, former chairman of this subcommittee’s prede-
cessor. Five days of extensive hearings were held on S. 1477 before
the subcommittee last Congress. Though the proposal in some form
passed both Houses of Congress last Congress, a final compromise
measure was not acted upon due to the threat of extraneous
amendments being added on the Senate floor.

Subsequently, opposition to certain aspects of the court merger
concept have crystallized. The purpose of today’s hearing is to
explore fully the pros and cons of such a measure. In this regard,
there are two panels of distinguished witnesses, the first group,
against the measure; the second group, in favor of the proposal.
Closing the discussion will be the Honorable Howard T. Markey,
Chief Judge, U.S. Court of Customs and Patent Appeals, and the
Honorable Daniel M. Friedman, Chief Judge, U.S. Court of Claims,
to answer any questions engendered by today’s discussions. We
especially appreciate these two distinguished judges returning
before the subcommittee on this matter.

At the conclusion of that testimony, the subcommittee will then
consider legislation that was introduced by Senator Heflin, the
State Justice Institute, S. 537.

S. 537 would establish a State Justice Institute. The institute
would provide technical and financial assistance to further the
development and adoption of improvements in the administration
of justice in State courts throughout the United States.

State courts handle 98 percent of the matters which bring our
citizens into the judicial process. It is in these courts that the great
mass of our citizens make their judgment on the quality of justice
that our society provides. Clearly, State couts are the people’s
courts and they must be perceived as providing justice. For this
reason, I believe that it is the duty of the Subcommittee on Courts
to focus on the quality of justice that exists in State courts, in an
efforé; to determine if Federal assistance is needed for our State
courts.

At this point in the record, I wish to insert a copy of S. 21.

[A copy of bill S. 21 follows:]

O

97t CONGRESS
18T SESSION ° 2 1

To establish a United States Court of Appeals for the Federal Circuit, to establish
a United States Claims Court, and for other purposes.

IN THE SENATE OF THE UNITED STATES

JANUARY 5, 1981

" Mr. DEConcInt introduced the following bill; which was read twice and referred

to the Committee on the Judiciary

A BILL

To establish a United States Court of Appeals for the Federal
Circuit, to establish a United States Claims Court, and for
other purposes.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That this Act may be cited as the “Federal Courts Improve-
4 ment Act of 1981".
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2
{ TITLE I—UNITED STATES COURT OF APPEALS
2 FOR THE FEDERAL CIRCUIT AND UNITED
3 STATES CLAIMS COURT
4 ParT A—ORGANIZATION, STRUCTURE, AND
5 JURISDICTION
6 NUMBER AND COMPOSITION OF CIRCUITS

7 Sgo. 101. Section 41 of title 28, United States Code, as
8 amended by the Fifth Circuit Court of Appeals Reorganiza-
9 tion Aet of 1980, is amended by striking out “twelve”’ and

10 inserting in lieu thereof “thirteen” and by adding at the end

11 thereof the following:

CTEAETAL o.vreeeeseseerssrorsesaisersnasasassssssniastasersusasnsssssatons All Federal judicial districts.”.
12 NUMBER OF CIRCUIT JUDGES
13 Sgo. 102. (a) Section 44(a) of title 28, United States

14 Code, as amended by the Fifth Circuit Court of Appeals Re-
15 organization Act of 1980, is amended by adding at the end
16 thereof the following:

CGRETAL . ooerossssessressssses s ssersses AR R R 12",
17 (b)(1) Section 44(c) of title 28, United States Code, is
18 amended by adding the following sentence at the end thereof:
19 “While in active service, each circuit judge of the Federal
90 judicial circuit appointed after October 1, 1981, and the chief

91 judge of the Federal judicial circuit, whenever appointed,

99 shall reside within fifty miles of the District of Columbia.”.

Q2

11
12
13
14
15
16
17
18
19
20

22
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(2) The first paragraph of section 48 of title 28, United
States Code, is amended by striking out the first two sen-
tences and inserting in lieu thereof the following:

“(a) The courts of appeals shall hold regular sessions at
the places listed below, and at such other places within the
respective circuit as each court may designate by rule:”.

(8) Section 48(a) of title 28, United States Code, as
amended by the Fifth Circuit Court of Appeals Reorganiza-
tion Act of 1980, is amended further by inserting at the end
of the table of circuits and places the following:

HTIEACTAL coevvvivrevieinrsreicrernesrsnsseosiveesscoseosconnessonssnsansasessossessssns District of Columbia.”,

(4) Section 48(a) of title 28, United States Code, is
amended further by striking out the final paragraph and in-
serting in lieu thereof the following:

“(b) Each court of appeals may hold special sessions at
any place within its circuit as the nature of the business may
require, and upon such notice as the court orders. The court
may transact any business at a special session which it might
transact at a regular session.

“(c) Any court of appeals may pretermit, with the con-
sent of the Judicial Conference of the United States, any
regular session of court at any place for insufficient business

or other good cause.”.
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PANELS OF JUDGES
Swe. 103. (a) Section 46(a) of title 28, United States
Code, is smended by striking out “divisions” and inserting in
lieu thereof “panels”.
(b) Section 46(b) of title 28, United States Code, is
amended—
(1) by striking out ‘“divizions” each place it
appears and inserting in lieu thereof “‘panels”; and
(2) by inserting immediately before the period at
the end of the first sentence thereof the following: *,
except that the United States Court of Appeals for the
Federal Circuit may determine by rule the number of
judges, not less than three, who constitute a panel”.
~ NUMBER OF JUDGES FOR HEARINGS
Sec. 104. (a) The first sentence of section 46(c) of title
98, United States Code, is amended by inserting immediately
after “three judges” the following: “(except that the United
States Court of Appeals for the Federal Circuit may sit in
panels of more than three judges if its rules so provide)”.
(b) Section 46(d) of title 28, United States Code, is
amended by striking out “division” and inserting in lieu
thereof “panel”.
ORGANIZATION OF UNITED STATES CLAIMS COURT
SEc. 195. (a) Chapter 7 of title 28, United States Code,

is amended to read as follows:

1

© O 3 &S Ot o W o
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5
“CHAPTER 7—UNITED STATES CLAIMS COURT
“Sec.
“171. Appointment and number of judges; character of court; designation of chief

judge.
“172. Tenure and salaries of judges.
*178. Times and places of holding court.
“174. Assignment of judges; decisions.
“175. Official duty station; residence.
“176. Removal from office.
“177. Disbarment of removed judges.

“8171. Appointment and number of judges; character of
court; designation of chief judge

““(a) The President shall appoint, by and with the advice
and consent of the Senate, sixteen judges who shall consti-
tute a court of record known as the United States Claims
Court. The court is declared to be a court established under
article I of the Constitution of the United States.

“(b) The Claims Court shall at least biennially designate
a judge to act as chief judge.

“8172. Tenure and salaries of judges

“(a) Bach judge of the United States Claims Court shall
be appointed for a term of fifteen years.

“(b) Each judge shall receive a salary at an annual rate
determined under section 225 of the Federal Salary Act of
1967 (2 U.S.C. 351-361), as adjusted by section 461 of this
title.

“8§173. Times and places of holding court

“The principal office of the United States Claims Court

shall be in the District of Columbia, but the Claims Court

may hold court at such times and in such places as it may fix
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by rule of court. The times and places of the sessions of the
Claims Court shall be prescribed with a view to securing
reasonable opportunity to citizens to appear before the
Claims Court with as little inconvenience and expense to citi-
zens as is practicable.

“§174. Assignment of judges; decisions

“(a) The judicial power of the United States Claims
Court with respect to any action, suit, or proceeding, except
congressional reference cases, shall be exercise? by a single
judge, who may preside alone and hold a regular or special
session of court at the same time other sessions are held hy
other judges.

“(b) All decisions of the Claims Court shall be preserved
and open to inspection.

“§175. Official duty station; residence

“(a) The official duty station of each judge of the United
States Claims Court is the District of Columbia.

“(b) After appointment and while in active service, each
judge shall reside within fifty miles of the District of
Columbia. ’

“§176. Removal from office

“Removal of a judge of the United States Claims Court
during the term for which he is appointed shall be only for
incompetency, miscorduct, neglect of duty, engaging in the

practice of law, or physical or mental disability. Removal

© W 9 O % B W N e
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shall be by the United States Court of Appeals for the Feder-

al Circuit, but removal may not occur unless a majority of all
the judges of such court of appeals concur in the order of
removal. Before any order of removal may be entered, a full
specification of the charges shall be furnished to the judge,
and he shall be accorded an opportunity to be heard on the
charges. Any cause for removal of any judge of the United
States Claims Court coming to the knowledge of the Director
of the Administrative Office of the United States Courts shall
be reported by him to the chief judge of the United States
Court of Appeals for the Federal Circuit, and a copy of the
report shall at the same time be transmitted to the judge.
“8177. Disbarment of removed judges

owp judge of the United States Claims Court removed
from office in accordance with section 176 of this title shall
not be permitted at any time to practice before the Claims
Court.”.

(b) The item relating to chapter 7 in the chapter analy-

sis of part I of title 28, United States Code, is amended to
read as follows:

“7. United States Claims Court.
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1  REPEAL OF PROVISIONS RELATING TO THE COURT OF
2 CUSTOMS AND PATENT APPEALS
3 Sgo. 106. Chapter 9 of title 28, United States Code,
4 and the item relating to chapter 9 in the chapter analysis of
5 part I of such title, are repealed.
6 INTERLOCUTORY APPEALS FROM CERTAIN ORDERS
7 Sgo. 107. Section 256(b) of title 28, United States
8 Code, is amended by striking out “section 1541(b)” and all
9 that follows through “in that section.” and inserting in lieu
10 thereof the following: “section 1292(c)(8) of this title, and the
{1 TUnited States Court of Appeals for the Federal Circuit may,
12 in its discretion, consider the appeal.”.
13 BEPEAL; ASSIGNMENT OF CIRCUIT JUDGES
14 Sreo. 108. Subsection (b) of section 291 of title 28,
15 United States Code, is repealed.
16 ASSIGNMENT OF DISTRICT JUDGES
17 Spo. 109. Section 292(e) of title 28, United States
18 Code, is amended by striking out “‘the Court of Claims, the
19 Court of Customs and Patent Appeals or’” and by striking out
90 “in which the need arises”.
21 iaEPEAL; ASSIGNMENT OF OTHER JUDGES
22 | ~ Sge. 110. Subsections (a), (), and (d) of section 293 of
23 titie 928, United States Code, are repealed.

11
9
1 JUDICIAL CONFERENCE
2 SEc. 111. Section 331 of title 28, United States Code,
3 is amended—
4 (1) in the first paragraph, by striking out “, the
5 chief judge of the Court of Claims, the chief judée of
6 the Court of Customs and Patent Appeals,”’; and
7 (2) in the third paragraph, by striking out the
8 second sentence.
9 BETIREMENT
10 SEC. 112. (a) Section 372(a) of title 28, United States
11 Code, is amended—
12 . (1) in the third paragraph, by striking out ‘“Court
13 of Claims, Court of Customs and Patent Appeals, or”’;
14 and
15 (2) in the fifth paragraph, by striking out “Court
16 of Claims, Court of Customs and Patent Appeals, or”..
17 (b) Section 372(b) of title 28, United States Code, is

18 amended by striking out “Court of Claims, Court of Customs
19 and Patent Appeals, or” each place it appears.

20 REPEAL; DISTRIBUTION OF COURT OF CLAIMS DECISIONS
21 Sec. 118. Section 415 of title 28, United States Code,
22 and the item relating to section 415 in the section analysis of

23 chapter 19 of such title, are repealed.

81-714 0—81——2
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DEFINITIONS
SEc. 114. Section 451 of title 28, United States Code
(including that section as it will become effective on April 1,
1984), is amended—
(1) in the first paragraph, by striking out “the
Court of Claims, the Court of Customs and Patent
Appeals,”; and
(2) in the third paragraph, by striking out “Court
of Claims, Court of Customs and Patent Appeals,”.
TRAVELING EXPENSES AND COURT ACCOMMODATIONS
| SEC. 115. (a)(1) Section 456 of title 28, United States
Code, is amended to read as follows:
“8456. Traveling expenses of justices and judges; official

\

duty stations

“(a) The Director of the Administrative Office of the
United States Courts shall pay each justice or judge of the
United States and each retired justice or judge recalled or
designated and assigned to active duty, while attending court
or transacting official business at a place other than his offi-
cial duty station, upon' his certificate all necessary transporta-
tion expenses and also a per diem allowance for travel at the
rate which the Director establishes not to exceed the maxi-
mum per diem allowance fixed by section 5702(z) of title 5,
or in accordance with regulations which the Director shall

prescribe with the approval of the Judicial Conference of the

RIS R
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United States, reimbursement for his actus] and necessary
expenses of subsistence not in excess of the maximum
amount fixed by section 5702 of title 5,

“(b) The official duty station of the Chief Justice of the

1
2
3
4
5 United States, the Justices of the Supreme Court of the
6 United States, and the judges of the United States Court of
7 Appeals for the District of Columbia Circuit, the United
8 States Court of Appeals for the Federal Circuit, and the
9 United States District Court for t;he District of Columbis,
10 shall be the District of Columbia.
11 “(c) The official duty station of the judges of the United
12 States Court of Internationg] Trade shall be New York City.
13 “(d) The official duty station of each district judge sh\é,ll
14 be that place where a district court holds regular sessions at
15 or near which the judge performs a substantia] portion. of his
16 judicial work, which is nearest the place where he maintains
17 his actual abode in which he customarily lives.
18 “(e) The official duty station of & circuit judge shall be
19 that place where a circuit or district court holds regular ses-
20 sions at or near which the judge performs a substantia] por-
21 tion of his judicial work, or that place where the Director
22 provides chambers to the judge where he performs a substan-
23 tial portion of his judicial work, which i nearest the place

24 where he maintains his actual abode in which he customarily
25 lives.
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“f) The official duty station of 2 retired judge shall be
established in accordance with section 374 of this title.

‘“(g) Bach cﬁcﬂt or district judge whose official duty
station is not fixed expressly by this section shall notify the
Director of the Administrative Office of the United States
Courts in writing of his actual abode and official duty station
upon his appointment and from time to time thereafter as his
official duty station may change.”.

(2) The item relating to section 456 in the section anal-
ysis of chapter 21 of title 28, United States Code, is amended
to read as follows:
w456, Traveling expenses of justices and judges; official duty stations.”.

(b)(1) Section 460 of title 28, United States Code, is
amended to read as follows:

«§ 460, Application to other courts

“(a) Sections 452 through 459 and section 462 of this
chapter shall also apply to the United States Claims Court,
to each court created by Act of Congress in a territory which

is invested with any jurisdiction of a district court of the
United States, and to the judges thereof.

“(b) The official duty station of each judge referred to in
subsection (a) which is not otherwise established by law shall
be that place where the court holds regular sessions at or

near which the judge performs a substantial portion of his
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1 judicial work, which is nearest the place where he maintains
2 his actual abode in which he customarily lives.”.
3 (2) The item relating to section 460 in the section anal-
4 ysis of chapter 21 of title 28, United States Code, is amended

5 toread as follows:

“460. Application to other courts.”.
6 (c)(1) Chapter 21 of title 28, United States Code, is
7 amended by adding at the end thereof the following new

8 section:

9 “8§462. Court accommodations
10 “(a) Sessions of courts of the United States (except the
11 Supreme Court) shall be held only at places where the Direc-
12 tor of the Administrative Office of the United States Courts
13 provides accommodations, or where suitable accommodations
14 are furnished without cost to the judicial branch.
15 “(b) The Director of the Administrative Office of the
16 United States Courts shall provide accommodations, includ-
17 ing chambers and courtrooms, only at places where regular
18 sessions of court are authorized by law to be held, but only if
19 the judicial council of the appropriate circuit has approved
20 the accommodations as necessary.
21 “(c) The limitations and restrictions contained in subsee-
22 tion (b) of this section shall not prevent the Director from

23 furnishing chambers to circuit judges at places where Federal
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facilities are available when the judicial council of the circuit
approves.

“(d) The Director of the Administrative Office of the
United States Courts shall provide permanent accommoda-
tions for the United States Court of Appeals for the Federal
Circuit and for the United States Clamms Court only at the
District of Columbia. However, each such court may hold
regular and special sessions at other places utilizing the ac-
commodations which the Director provides to other courts.

“(e) The Director of the Administrative Office of the
United States Courts shall provide accommodations for pro-
bation officers, pretrial service officers, and Federal Public
Defender Organizations at such places as may be approved
by the judicial council of the appropriate circuit.

“(f) Upon the request of the Director, the Administrator
of General Services is authorized and directed to provide the
accommodations the Director requests.”.

(2) The section analysis of chapter 21 of title 28, United
States Code, is amended by adding at the end thereof the
following new item:

“462. Court accommodations.”.

(8) Section 142 of title 28, United States Code, and the

item relating to section 142 in the section analysis of chapter

5 of such title, are repealed.

21
22
23
24
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INTERESTS OF THE UNITED STATES IN CERTAIN ACTIONS

Sec. 116. Section 518(a) of title 28, United States
Code, is amended by striking out “Court of Claims” and in-
serting in lieu thiereof “United States Claims Court or in the
United States Court of Appeals for the Federal Circuit”.

TRANSMISSION OF PETITIONS IN SUITS AGAINST THE
| UNITED STATES ‘

Sec. 117. (a) Section 520 of title 28, United States

Code, is amended—
(1) in subsection (a), by striking out “Court of

Claims” and inserting in lieu thereof ‘‘United States

Claims Court or in the United States Court of Appeals

for the Federal Circuit’’; and

(2) by striking out “Court of Claims” in the sec-

tion heading and inserting in lieu thereof ‘‘United

States Claims Court or in United States Court of Ap-

peals for the Federal Circuit”.

(b) The item relating to section 520 in the section analy-
sis of chapter 31 of title 28, United States Codé, is amended
to read as follows:

“520. Transmission of petitions in United States Claims Court or in United States
Court of Appeals for the Federal Circuit; statement furnished by
departments.”.

BUDGET ESTIMATES
SEc. 118. Section 605 of title 28, United States Code,
is amended by inserting immediately before the period at the

end of the second undesignated paragraph the following:
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“and the estimate with respect to the United States Court of

Appeals for the Federal Circuit shall be approved by such
court” and by striking out “Bureau of the Budget” each
place it appears and inserting in lieu thereof ““Office of Man-
agement and Budget’.

DEFINITION OF COURTS

SEc. 119. (a) Section 610 of title 28, United States
Code, is amended by striking out “the Court of Claims, the
Court of Customs and Patent Appeals” and inserting in lieu
thereof “the United States Claims Court”.

(b)(1) Section 713 of title 28, United States Code, is
amended to read as follows:

“§713. Librarians

“(a) Bach court of appeals may appoint a librarian who
shall be subject to removal by the court.

“(b) The librarian, with the approval of the court, may
appoint necessary library assistants in such numbers as the
Director of the Administrative Office of the United States
Courts may approve. The librarian may remove such library
assistants with the approval of the court.”.

(2) The item relating to section 713 in the section anal-
ysis of chapter 47, United States Code, is amended to read as
follows:

“713. Librarians.”.
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(c)(1) Chapter 47 of title 28, United States Code, is

amended by adding at the end thereof the following new
sections:
“§714. Criers and messengers

‘“(a) Each court of appeals may appoint a crier who
shall be subject to removal by the court.

“(b) The crier, with the approval of the court, may ap-
point necessary messengers in such number as the Director
of the Administrative Office of the United States Courts may
approve. The crier may remove such messengers with the
approval of the court. The crier shall also perform the duties
of bailiff and messenger.

“§715. Staff attorneys and technical assistants

“(a) The chief judge of each court of appeals, with the
approval of the court, may appoint a senior staff attorney,
who shall be subject to removal by the chief judge with the
approval of the court.

“(b) The senior staff attorney, with the approval of the
court, may appomt necessary staff attorneys and secretarial
and clerical employees in such numbers as the Director of the
Administrative Office of the United States Courts may ap-
prove, but in no event may the number of staff attorneys
exceed the number of positions expressly autherized in an

annual appropriation act. The senior staff attorney may
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1 remove such staff attorneys and secretarial and clerical em-
2 ployees with the approval of the court.

3 “(c) The chief judge of the Court of Appeals for the
4 TFederal Circuit, with the approval of the court, may appoint
5 o senior technical assistant who shall be subject to removal
6 by the chief judge with the approval of the court.

1 “(d) The senior technical assistant, with the approval of
8 the court, may appoint necessary technical assistants in such
9 number as the Director of the Administrative Office of the
10 TUnited States Courts may approve, but in no event may the
11 number of technical assistants in the Court of Appeals for the
12 Federal Circuit exceed the number of circuit judges in regu-
18 lar sctive service within such circuit. The semior technical
14 agssistant may remove such technical assistants with the ap-
15 proval of the court.”.

16 (2) The section analysis of chapter 47, United States
17 Code, is amended by adding at the end thereof the following
18 new items:

“714. Criers and messengers. . ’
«715. Staff attorneys and technical assistants.”.

19 GFFICERS AND EMPLOYEES OF THE UNITED STATES
20 CLAIMS COURT
21 Szc. 120. (a) Section 791(a) of title 28, United States

99 Code, is amended to read as follows:
23 “(3) The United States Claims Court may appoint a
94 clerk, who shall be subject to removal by the court. The
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clerk, with the approval of the court, may appoint necessary
deputies and employees in such numbers as may be approved
by the Director of the Administrative Office of the United
States Courts. Such deputies and employees shall be subject
to removal by the clerk with the approval of the court.”.

(b) Section 792 of title 28, United States Code, and the
item relating to section 792 in the section analysis of chapter
51 of such title, are repealed.

(e)(1) Section 794 of title 28, United States Code, is
amended to read as follows:

“§794, Law clerks and secretaries

“The judges of the United States Claims Court may
appoint necessary law clerks and secretaries, in such num-
bers as the Judicial Conference of the United States may
approve subject to any limitation of the aggregate salaries of
such employees which may be imposed by law.”.

(2) The item relating to section 794 in the sectien
analysis of chapter 51 of title 28, United States Code, is
amended to read as follows:

“794. Law clerks and secretaries.”.

(d)(1) Section 795 of title 28, United States Code, is

amended to read as follows:
“§1795. Bailiffs and messengers

" “The chief judge of United States Claims Court, with
the approval of the court, may appoint necessary bailiffs and
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messengers, in such numbers as the Director of the Adminis-
trative Office of the Uﬁited States Courts may approve, each
of whom shall be subject to removal by the chief judge, with
the approval of the court.”.

(2) The item relating to section 795 in the section
analysis of chapter 51 of title 28, United States Code, is
amended to read as follows:

“795. Bailiffs and messengers.”".

(e) Section 796 of title 28, United States Code, is
amended by striking out “Court of Claims” and inserting in
lieu thereof “Director of the Administrative Office of the
United States Courts”’.

() Section 797 of title 28, United States Code, and the
item relating to section 797 in the section analysis of chapter
51 of such title, are repealed.

(g)(1) The item relating to chapter 51 in the chapter
analysis of part IIT of title 28, United States Code, is amend-
ed by striking out “Court of Claims” and inserting in lieu
thereof ‘“United States Claims Court”.

(2) The chapter heading of chapter 51 of title 28, United
States Code, is amended by striking out “COURT OF
CLATMS” and inserting in lieu thereof “UNITED STATES
CLAIMS COURT”.
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ABOLISHMENT OF UNITED STATES COURT OF CUSTOMS
AND PATENT APPEALS

SEC. 121. (a) Chapter 53 of the title 28, United States
Code, and the item relating to chapter 53 in the chapter
analysis of part ITT of such title, are repealed.

(b) Subsection (a) of section 957 of title 28, United
States Code, is amended by striking out “(a)”” and subsection
(b) of such section 557 is repealed.

TECHNICAL AND CONFOEMING AMENDMENTS RELATING TO
BEPEAL OF COURT OF CUSTOMS AND PATENT APPEALS

SEC. 122. Sections 1255 and 1256 of title 28, United
States Code, and the items relating to sections 1255 and
1256 in the section analysis of chapter 81 of such title, are
repealed.

COURTS OF APPEALS JURISDICTION

SEC. 123. Section 1291 of title 28, United States Code,
is amended—

(1) by inserting “(other than the United States

Court of Appeals for the Federal Circuit)” after

“courts of appeals”; and

(2) by adding at the end thereof the following new
sentence: “The jurisdiction of the United States Court
of Appeals for the Federal Circuit shall be limited to

the jurisdiction described in sections 1292 (c) and (d)

and 1295 of this title.”.

i,
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INTERLOCUTORY DECISIONS

SEC. 124. (2) Section 1292(a) of title 28, United States
Code, is amended—

(1) by striking out “The courts” and inserting in
lieu thereof “Except as provided in subsections (c) and
(d) of this section, the courts’’;

(2) by striking out the semicolon af the end of
paragraph (3) and inserting in lieu thereof a period;
and

(8) by striking out paragraph (4).

(b) Section 1292 of title 28, United States Code, is
amended by adding at the end thereof the following new
sul.)sections:

““(¢) The United States Court of Appeals for the Federal
Circuit shall have exclusive jurisdiction—

“(1) of an appeal from an interlocatory order or
decree described in subsection (a) of this section in any
case over which the court would have jurisdiction of an
appeal under section 1295 of this title; and _

“(2) of an appeal from a judgment in a civil action
for patent infringement which would otherwise be ap-
pealable to the United States Court of Appeals for the
Federa] Circuit and is final except for an accounting.
“(d)1) When the chief judge of the Court of Interna-

tional Trade issues an order under the provisions of section
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256(b) of this title, or when any judge of the Court of Inter-
national Trade, in issuing any other interlocutory order, in-
cludes in the order a statement that a controlling question of
law is involved with respect to which there is a substantial
ground for difference of opinion and that an immediate appeal
from its order may materially advance the ultimate termina-
tion of the litigation, the United States Court of Appeals for
the Federal Circuit may, in its discretion, permit an appeal to
be taken from such order, if application is made to that Court
within ten days after the entry of such order.

“(2) When any judge of the United States Claims Court,
in issuing an interlocutory order, includes in the order a
statement that a controlling question of law is involved with
respect to which there is a substantial ground for difference
of opinion and that an Mediate appeal from its order may
materially advance the ultimate termination of the litigation,
the United States Court of Appeals for the Federal Circuit
may, in its discretion, permit an appeal to be taken from such
order, if application is rﬁade to that Court within ten days
after the entry of such order.

“(8) Neither the application for nor the granting of an
appeal under this subsection shall stay proceedings in the
Court of International Trade or in the Claims Court, as the
case may be, unless a stay is ordered by a judge of the Court
of International Trade or the Claims Court or by the United
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States Court of Appeals for the Federal Circuit or a judge of
that court.”.

CIRCUITS IN WHICH DECISIONS ARE REVIEWABLE

SEe. 125. Section 1294 of title 28, United States Code,
is amended by striking out “Appeals” and inserting in lieu
thereof “Except as provided in section 1295 of this title,
appeals”.

JURISDICTION OF THE UNITED STATES COURT OF

APPEALS FOR THE FEDERAL CIRCUIT
Ssc. 126. (a) Chapter 83 of title 28, United States

Code, is amended by adding at the end thereof the following
new sections:
«§1295. Jurisdiction of the United States Court of Appeals
for the Federal Circuit
“(a) The United States Court of Appeals for the Federal
Circuit shall have exclusive jurisdiction—

‘(1) of an appeal from a final decision of a district
court of the United States, the United States District
Court for the District of the Canal Zone, the District
Court of Guam, the District Court of the Virgin Is-
lands, or the District Court for the Northern Mariana
Islands, if the jurisdiction of that court was based, i
whole or in part, on section 1338 of this title, except
that a case involving a claim arising under any Act of

Congress relating to copyrights or trademarks and no
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other claims under section 1338(a) shall be governed
by sections 1291, 1292, and 1294 of this title;

“/2) of an appeal from a final decision of a district
court of the United States, the United States District
Court for the District of the Canal Zone, the District
Court of Guam, the District Court of the Virgin Is-
lands, or the District Court for the Northern Mariana
Islands, if the jurisdiction of that court was based, in
whole or in part, on section 1346 of this title, except
that jurisdiction of an appeal in a case brought in a
district court under section 1346(a)(1), 1346(b), or
1346(e) of this title or under section 1346(a)(2) when
the claim is founded upon an Act of Congress or a
regulation of an executive department providing for
internal revenue shall be governed by sections 1291,
1292, and 1294 of this title;

“(3) of an appeal from a final decision of the
United States Claims Court;

“(4) of an appeal from a decision of—

“(A) the Board of Appeals or the Board of

Patent Interferences of the Patent and Trademark

Office with respect to patent applications and in-

terferences, at the instance of an applicant for a

patent or any party to a patent interference, and

any such appeal shall waive the right of such ap-

81-714 0—81——3
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plicant or party to proceed under section 145 or

146 of title 35;

“(B) the Commissioner of Patents and
Trademarks or the Trademark Trial and Appeal
Board with respect to applications for registration
of marks and other proceedings as provided in
section 21 of the Trademark Act of 1946 (15
U.S.C. 1071); or

“(0) a distriet court to which a case was di-
rected pursuant to section 145 or 146 of title 35;
“(5) of an appeal from a final decision of the

United States Court of International Trade;

“(6) to review the final determinations of the
United States International Trade Commission relating
to unfair practices in import trade, made under section
337 of the Tariff Act of 1930 (19 U.S.C. 1337);

“(7) to review, by appeal on questions of law
only, findings of the Secretary of Commerce under
headnote 6 to schedule 8, part 4, of the Tariff Sched-
ules of the United States (relating to importation of
instruments or apparatus);

“(8) of an appeal under section 71 of the Plant
Variety Protection Act (7 U.S.C. 2461);
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“(9) of an appeal from a final order or final deci-
sion of the Merit Systems Protection Board, pursuant
to seetions 7703(b)(1) and 7703(d) of title 5; and

“(10) of an appeal from a final decision of an
agency board of contract appeals pursuant to section
8(g)(1) of the Contract Disputes Act of 1978.

“(b) The head of any executive department or agency
may, with the approval of the Attorney General, refer to the
Court of Appeals for the Federal Circuit for judicial review
any final decision rendered by a board of contract appeals
pursuant to the terms of any contract with the United States
awarded by that department or agency which the head of
such department or agency has concluded is not entitled to
finality pursuant to the review standards specified in section
10() of the Contract Disputes Act of 1978 (41 U.S.C.
609(b)). The head of each executive department or agency
shall make any referral under this section within one hundred
and twenty days after the receipt of a copy of the final appeal
decision. “

“(c) The Court of Appeals for the Federal Circuit shall
review the matter referred in accordance with the standards
specified in section 10(b) of the Contract Disputes Act of
1978. The court shall proceed with judicial review on the
administrative record made before the board of contract ap-

peals on matters so referred as in other cases pending in such

EEp
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court, shall detefmine the issue of finality of the appeal deci-
sion, and shall, if appropriate, render judgment thereon, or
remand the matter to any administrative or executive body or
official with such direction as it may deem proper and just.
“§1296. Precedence of cases in the United States Court of
Appeals for the Federal Circuit

“Civil actions in the United States Court of Appeals for
the Federal Circuit shall be given precedence, in accordance
with the law applicable to such actions, in such order as the
court may by rule establish.”.

(b) The section analysis of chapter 83 of title 28, United
States Code, is amended by adding at the end thereof the
following new item: “

“1295. Jurisdiction of the United States Court of Appeals for the Federal Circuit.
“1296. Precedence of cases in the United States Court of Appeals for the Federal
Cireuit.”.

INTERSTATE COMMERCE COMMISSION ORDERS;
JURISDICTION

SmC. 127. Section 1336(b) of title 28, United States
Code, is amended by striking out “Court of Claims” and in-
serting in lieu thereof ‘“United States Claims Court’.

UNITED STATES AS DEFENDANT; JURISDICTION

Sec. 128. Section 1346(a) of title 28, .United States
Code, is amended by striking out “Court of Claims” and in-

serting in lieu thereof “United States Claims Court”.
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INTERSTATE COMMERCE COMMISSION ORDERS; VENUE

SEc. 129. Section 1398(b) of title 28, United States
Code, is amended by striking out “Court of Claims” and in-
serting in lieu thereof “United States Claims Court”’.

UNITED STATES AS DEFENDANT; VENUE

SEc. 180. Section 1402(a) of title 28, United States
Code, is amended by inserting “in a district court’” after
“civil action”.

CUB*® "R WAIVER OF DEFECTS

SEc. 131. Set.cion 1406(c) of title 28, United States
Code, is amended by striking out “Court of Claims” each
place it appears and inserting in lieu thereof ““Claims Court”.
UNITED STATES CLAIMS COURT JURISDICTION AND VENUER

SEC. 132. (a) Section 1491 of title 28, United States
Code, is amended to read as follows:
“§1491. Claims against United States generally; actions

involving Tennessee Valley Authority

“(a)(1) The United States Claims Court shall have
jurisdiction to render judgment upon any claim against the
United States founded either upon the Constitution, or any
Act of Congress or any regulation of an executive depart-
ment, or upon any express or implied contract with the
United States, or for liquidated or unliquidated damages in
cases not sounding in tort. For the purpose of this paragraph,

an express or implied contract with the Army and Air Force

s



© 0O 2 & Ot B W N e

N N NN N DN e e e e e e e
Ot B W N = O W W a0 Ot W N = O

32

30
Exchange Service, Navy Exchanges, Marine Corps Ex-
changes, Coast Guard Exchanges, or Exchange Councils of
the National Aeronautics and Space Administration shall be
considered an express or implied contract with the United
States.

“(2) To afford complete relief in controversies within its
jurisdiction, the court may grant declaratory judgments and
such equitable and extraordinary relief as it deems proper,
including but not limited to injunctive relief; and the court
may, to complete the relief afforded by a judgment, issue
orders directing restoration to office or position, placement in
appropriate duty or retirement status, and correction of appli-
cable records; and any such orders issued pursuant to a grant
of equitable or extraordinary relief or issued to complete
relief may be issued to any appropriate official of the United
States. In any case within its jurisdiction, the court shall
have the power to remand appropriate matters to any admin-

istrative or executive body or official with such direction as it

may deem proper and just. The Claims Court shall have

jurisdiction to render judgment upon any claim by a contrac-
tor arising under section 10(a)(1) of the Contract Disputes
Act of 1978.

“(b) Nothing herein shall be construed to give the
United States Claims Court jurisdiction of any ecivil action

within the exclusive jurisdiction of the Court of International

3
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Trade, or of any action against, or founded on conduct of, the
Tennessee Valley Authority, or to amend or modify the pro-
visions of the Tennessee Valley Authority Act of 1933 with

respect to actions by or against the Authority.”.

(b) Section 1492 of title 28, United States Code, is’

amended by siriking out ‘‘chief commissioner of the Court of
Claims” and inserting in lieu thereof ‘‘chief judge of the
United States Claims Court”.

(c)(1) Sections 1494, 1495, 1496, and 1497 of title 28,
United States Code, are amended by striking out “Court of
Claims” and inserting in lieu thereof “United States Claims
Court”.

(2) The section heading of section 1497 of title 28,
United States Code, is amended by striking out ‘‘growers,”
and inserting in lieu thereof “growers’ .

(d) Section 1498 of title 28, United States Code, is
amended—

(1) in subsection (a), by striking out ‘“Court of

Claims” and inserting in lieu thereof “United States

Claims Court”’;

(2) in subsections (b) and (d), by striking out

“Court of OClaims” and inserting in lieu thereof

“Claims Court”.

(e) Sections 1499, 1500, 1501, 1502, and 1508 of title
28, United States Code, are amended by striking out “Court

e
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1 of Claims” and inserting in lieu thereof “United States

2 Claims Court”.

3 (f) Section 1504 of title 28, United States Code, and the

4 item relating to section 1504 in the section analysis of chap-

5 ter 91 of such title, are repealed.

6 (g) Section 1505 of title 28, United States Code, is

7 amended by striking out “Court of Claims” the first place it

8 appears and inserting in lieu thereof ‘“United States Claims

9 Court” and by striking out “Court of Claims” the second
10 place it appears and inserting in lieu thereof “Claims Court’’.

11 (h) Section 1506 of title 28, United States Code, and
12 the item in the section analysis of chapter 91 of such title,
13 are repealed.

14 (1) Section 1507 of title 28, United States Code, 1is
15 amended by striking out “Court of Claims” and inserting in
16 lieu thereof “United States Claims Court’.

17 ()(1) The item relating to chapter 91 in the chapter
18 analysis of part IV of title 28, United States Code, is amend-
19 ed by striking out “Court of Claims” and inserting in lieu
20 thereof ‘“United States Claims Court’’.

21 (2) The chapter heading of chapter 91 of title 28, United
22 States Code, is amended by striking out “COURT OF
23 CLAIMS” and inserting in lieu thereof “UNITED STATES
24 CLAIMS COURT”.
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(8) The item relating to section 1499 in the section

analysis of chapter 91, United States Code, is amended to

3 read as follows:
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1499, Liquidated damages withheld from contractors under Contract Work Hours
Standards Act.”,

REPEAL OF PROVISIONS RELATING TO THE COURT OF
CUSTOMS AND PATENT APPEALS

SEc. 1338. Chapter 98 of title 28, United States Code,
and the item relating to chapter 93 in the chapter analysis of
part IV of such title, are repealed.

REPEAL; CURE OF DEFECTS

SEC. 134. Section 1584 of title 28, United States Code,
and the item relating to section 1584 in the section analysis
of chapter 95 of such title, are repealed.

REPEAL; TIME FOR APPEAL

SEC. 185. Section 2110 of title 28, United States Code,
and the item relating to section 2110 in the section analysis
of chapter 133 of such title, are repealed.

COURT OF APPEALS JURISDICTION

SEC. 186. Section 2342 of title 28, United States Code,

is amended—
(1) by inserting “(other than the United States
Court of Appeals for the Federa] Circuit)” after “court
of appeals’’;
(2) in paragraph (4), by inserting “and” after the

semicolon;
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(8) in paragraph (5), by striking out *; and” and
inserting in lieu thereof a period; and
(4) by striking out paragraph (6).

PLANT VARIETY PROTECTION OFFICE DECISIONS

SEc. 137. Section 2353 of title 28, United States Code,
and the item relating to section 2353 in the section analysis
of chapter 158 of such title, are repealed.

UNITED STATES CLAIMS COURT PROCEDURE

Sec. 138. (a) Sections 2501 and £502(a) of title 28,
United States Code, are amended by striking out “Court of
Claims” and inserting in lieu thereof “United States Claims
Court”.

(b)(1) Section 2503 of title 28, United States Code, is
amended to read as follows:
“§2503. Proceedings genérally

“Parties to any suit in the United States Claims Court
may appear before a judge of that court in person or by attor-
ney, produce évidence, and examine witnesses. The proceed-
ings of the Claims Court shall be in accordance with such
rules of practice and procedure (other than the rules of evi-
dence) as the Claims Court may prescribe and in accordance
with the rules of evidence applicable to trials without a jury
in a district court of the United States. The judges shall fix
times for trials, administer oaths or affirmations, examine

witnesses, receive evidence, and enter dispositive judgments.
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Hearings shall, if convenient, be held in the counties where
the witnesses reside.”.

(2) The item relating to section 2503 in the section
analysis of chapter 165 of title 28, United States Code, is
amended by striking out “before commissioners’.

(c) Section 2504 of title 28, United States Code, and the
item relating to section 2504 in the section analysis of
chapter 165 of such title, are repealed.

(d) Section 2505 of title 28, United States Code, is
amended—

(1) by striking out “Court of Claims” and insert-
ing in lieu thereof ‘“United States Claims Court”; and

2) }:)y striking out “report findings” and inserting
in lieu thereof “enter judgment”.

(e) Section 2506 of title 28, United States Code, is
amended by striking out “Court of Claims” and inserting in
lieu thereof ‘“United States Claims Court”.

(f) Section 2507 of title 28, United States Code, is
amended—

(1) in subsection (a), by striking out “Court of

Claims” and inserting in lieu thereof “United States

Claims Court”; and

(2) in subsection (c), by striking out “Court of

Claims” and inserting in lieu thereof “Claims Court”.



W O I D M oh W K

e s T e T
B W N = O

15
16
17
18
19
20
21
22
23
24
25

36
(g) Section 2508 of title 28, United States Code, is

amended by striking out “Court of Claims” and inserting in
lieu thereof ‘“United States Claims Court”.

(h)(1) Section 2509(a) of title 28, United States Code, is
amended to read as follows:

“(a) Whenever a bill, except a bill for a pension, is re-
ferred by either House of Congress to the chief judge of the
United States Claims Court pursuant to section 1492 of this
title, the chief judge shall designate a judge as hearing officer
for the case and a panel of three judges of the court to serve
as a reviewing body. One member of the review panel shall
be designated as presiding officer of the panel.”.

(2) Section 2509 of title 28, United States Code, is
amended—

(A) in subsections (b), (c), (d), and (f), by striking
out ‘““trial commissioner”’ and inserting in lieu thereof
“hearing officer’”’;

(B) in subsections (b), (c), and (e), by striking oilt
“chief commissioner” and inserting in lieu thereof
“chief judge’;

(C) in subsections (b), (f), and (g), by striking out
“Court of Claims” -and inserting in lieu thereof
“Claims Court’’; |

(D) in subsection (d), by striking out ‘‘of

commissioners’’;
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(E) in subsection (g), by striking out “commission-
ers” the first place it appears and inserting in lieu
thereof “judges”’; and _

(F) in subsection (g), by striking out “trial com-
missioners” and inserting in lieu thereof “hearing
officers”.

(D)(1) Section 2510 of title 28, United States Code, is
amended to read as follows:

“§2510. Referral of cases by Comptroller General

“(a) The Comptroller General may transmit to .the
United States Claims Court for trial and adjudication any
claim or matter of which the Claims Court might take juris-
diction on the voluntary action of the claimant, together with
all vouchers, papers, documents, and proofs pertaining
thereto. |

“(b) The Claims Court shall proceed with the claims or
matters so referred as in other cases pending in such Court
and shall render judgment thereon.”.

(2) The item relating to section 2510 in the section
analysis of chapter 165 of title 28, United States Code, is
amended to read as follows:

“2510. Referral of cases by Comptroller General.”.

(GX(1) Section 2511 of title 28, United States Code, is

amended by striking out “, or of the Supreme Court upon

review,”’.

rwaraen



40

38
(2) Sections 2511, 2512, 2513(c), 2514, and 2515(a) of

title 28, United States Code, are amended by striking out
“Court of Olaims” and inserting in lieu thereof “United
States Claims Court’. |

(k) Section 2517 of title 28, United States Code, is
amended—

(1) in subsection (a), by striking out “Court of

Claims” and inserting in lieu thereof ‘“United States

Claims Court”’; and

(2) in subsection (b), by striking out the comma at
the end thereof and inserting in lieu thereof a period.

(1) Section 2518 of title 28, United States Code, and the
item relating to section 2518 in the section analysis of chap-
ter 165 of such title, are repealed.

(m) Section 2519 of title 28, United States Code, is
amended by striking out “Court of Claims” and inserting in
lieu thereof “United States Claims Court”.

(n)(1) Section 2520(a) of title 28, United States Code, is
amended—

(A) by striking out “(a)”’;

(B) by striking out “Court of Claims” and insert-
ing in lieu thereof “United States Claims Court”; and

(C) by striking out “$10” and inserting in lieu
thereof “$60”.

41
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1 (2) Subsections (b) and (c) of section 2520 of title 28,

2 United States Code, are repealed.

3 (8) The section heading for section 2520 of title 28,

4 United States Code, is amended by striking out ‘; cost of

5 printing record”.

6 (4) The item relating to section 2520 in the section

7 analysis of‘chapter 165 of title 28, United States Code, is

8 amended to read as follows:

“2520. Fees.”.

9 (0)(1) The item relating to chapter 165 in the chapter
10 analysis of part VI of title 28, United States Code, is
11 amended to read as follows:

© “165. United States Claims Court Procedure ... cwsussssseeseseersreeresrsessrereen 2501".
12 (2) The chapter heading of chapter 165 of title 28,
13 United States Code, is amended by striking out “COURT
14 OF CLAIMS” and inserting in lieu thereof “UNITED
15 STATES CLAIMS COURT”.
16 ~ {p)(1) Section 1926 of title 28, United States Code, is
17 amended to read as follows:
18 “§1926. Claims Court
19 “(a) The Judicial Conference of the United States shall
20 prescribe from time to time the fees and costs to be charged

21 and collected in the United States Claims Court.
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“(b) The court and its officers shall collect only such

fees and costs as the Judicial Conference prescribes. The
court may require advance payment of fees by rule.”.

(2) The item relating to section 1926 in the section
analysis of chapter 123 of title 28, United States Code, is
amended to read as follows:

1926, Claims Court.”.

(g)(1) Chapter 165 of title 28, United States Code, is
smended by adding at the end thereof the following new
section:

“§2522. Notice of Appeal

“Review of a decision of the United States Claims
Court shall be obtained by filing a notice of appeal with the
clerk of the Claims Court within the time and in the manner
prescribed for appeals to United States courts of appeals from
the United States district courts.”.

(2) The section analysis of chapter 165 of title 28,
United States Code, is amended by adding at the end thereof
the following new item:

“9522. Notice of Appesl.”.
REPEAL OF PROVISIONS RELATING TO THE COURT OF
CUSTOMS AND PATENT APPEALS

Sec. 189. Chapter 167 of title 28, United States Code,

and the item relating to chapter 167 in the chapter analysis

of part VI of such title, are epealed.
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COURT OF INTERNATIONAL TRADE; PROCEDURE

Szo. 140. Section 2645(c) of title 28, United States
Code, is amended by striking out “Customs and Patent Ap-
peals within the time and in the manner provided in section
2601 of this title” and inserting in lieu thereof “Appeals for
the Federal Circuit by filing a notice of appeal with the clerk
of the Court of International Trade within the time and in the
manner prescribed for appeals to United States courts of ap-
peals from the United States district courts”.

FEDERAL RULES OF EVIDENCE

Sec. 141. Rule 1101(a) of the Federal Rules of Evi-
dence is amended by striking out “Court of Claims” the first
place it appears and inserting in lieu thereof “Claims Court”
and by striking out “and commissioners of the Court of
Claims’’.
ParT B—ConrorMinG AMENDMENTS OuTsIiDE TIiTLE 28

SEc. 142. Section 225(f)(C) of the Federal Salary Act of
1967 (2 U.8.C. 356(0)), is amended by inserting “and the
judges of the United States Claims Court” immediately
before the semicolon at the end thereof.

SEc. 143. Section 7708 of title 5, United States Code,
is amended—

(1) in subsection (b)(1), by striking out ‘“Court of
Claims or a United States court of appeals as provided

in Chapter 91 and 158, respectively, of title 28"’ and

81-714 O—81——4g
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inserting in lieu thereof “United States Court of Ap-

peals for the Federal Circuit’’;

(2) in subsection (c), by striking out “Court of

Claims or » United States court of appeals” and insert-

ing in lieu thereof ‘“‘Court of Appeals for the Federal

Cireuit”’; and

(3) in subsection (d), by striking out “District of

Columbia” and inserting in lieu thereof ‘“Federal

Circuit”.

Smc. 144. The second sentence of section 71 of the
Plant Variety Protection Act (7 U.S.C. 2461) is amended to
read as follows: “The United States Court of Appeals for the
Tederal Circuit shall have jurisdiction.”.

Sgo. 145. Section 11(d) of the Federal Fire Prevention
and Control Act of 1974 (15 U.8.C. 2210(d)} is amended by
striking out “Court of Claims of the United States” and in-
serting in lieu thereof “United States Claims Court”.

SEc. 146. Séction 904 of title 18, United States Code,
and the section heading thereof are amended by striking out
“Qourt of Claims” and inserting in lieu thereof “United
States Claims Court or the United States Court of Appeals
for the Federal Circuit”.

Sge. 147. Section 39 of the Trademark Act of 1946 (15
U.S.0. 1121) is amended by inserting “(other than the
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United States Court of Appeals for the Federal Circuit)”

after “circuit courts of appeal of the United States’.

SEC. 148. Section 516A(a)(3) of the Tariff Act of 1930
(19 U.8.0. 1516a(a)(8)) is amended by striking out “subsec-
tions (b), (c), and (e) of”’.

SeC. 149. (a) Section 29 of the Act entitled “An Act to
create an Indian Claims Commission, to provide for the
powers, duties, and functions thereof, and for other pur-
poses’’, approved August 13, 1946 (25 U.S.C. 70v-3), is
amended by striking out “Court of Claims’ each place it ap-
pears and inserting in lieu thereof ‘“Claims Court”.

(b) Subsection (c) of section 29 of such Act is repealed.

(¢) Subsection (d) of section 29 of such Act is amended
by striking “Supreme Court in accordance with the provi-
sions of section 1255” and inserting in lieu thereof “United
States Court of Appeals for the Federal Circuit in accordance
with the provisions of section 1295,

SEc. 150. Section 2 of the Act of May 18, 1928 (25
U.S.C. 652) is amended by striking out “Court of Claims”
and inserting in lieu thereof “United States Claims Court”
and by striking out “Court of Claims of the United States”
and inserting in lieu thereof “United States Claims Court”
and by striking out “Supreme Court of the United States”
and inserting in lieu thereof “United States Court of Appeals

for the Federal Circuit”. |
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SEc. 151. Section 7422(e) of the Internal Revenue

Code of 1,54 is amended by striking out “Court of Claims”
each place it appears and inserting in lieu thereof “United
States Claims Court”’.

SEc. 152. Section 7428 of the Internal Revenue Code

of 1954 is amended by striking out ““Court of Claims” each

place it appears and inserting in lieu thereof ““Claims Court”.

Sec. 153. (a) The second sentence of section 7456(c) of
the Internal Revenue Code of 1954 is amended to read as
follows: “Hach commissioner shall receive pay at an annual
rate determined under section 225 of the Federal Salary Act
of 1967 (2 U.8.C. 351-361), as adjusted by section 461 of
title 28, United States Code, and also necessary traveling
expenses and per diem allowance, as provided in the Travel
Expense Act of 1949, while traveling on official business and
away from Washington, District of Columbia.”.

(b) Notwithstanding the preceding paragraph, until such
time as a change in the salary rate of a commissioner of the
United States Tax Court occurs in accordance with section
7456(c) of the Internal Revenue Code of 1954, the salary of
such commissioner shall be equal to the salary of a commis-
sioner of the Court of Claims.

Sec. 154. Section 7482(a) of the Internal Revenue
Code of 1954 is amended by inserting ‘/(other than the
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United States Court of Appeals for the Federal Circuit)”’

after ‘“United States Court of Appeals”.

Sec. 155. Section 8(g)(1) of the Contract Disputes Act
of 1978 (41 U.S.C. 607(g)(1)) is amended—

(1) in subparagraph (A), by striking out ‘“Court of
Claims” and inserting in lieu thereof ‘“United States
Court of Appeals for the Federal Circuit”’; and

(2) in subparagraph (B), by striking out “United
States Court of Claims for judicial review, under sec-
tion 2510 of title 28, United States Code, as amended
herein,” and inserting in lieu thereof ‘“Court of Ap-
peals for the Federal Circuit for judicial review under
section 1295 of title 28, United States Code,”.

SEc. 156. Section 10(c) of the Contract Disputes Act of
1978 (41 U.S.C. 609(c)) is amended by striking out “, or, in
its discretion”’ and all that follows through “of the case”.

SEC. 157. Section 713 of title 44, United States Code,
is amended— ’

(1) by striking out “eight hundred and twenty-
two” and inserting in lieu thereof “eight hundred and
twenty’’;

(2) by inserting ‘‘and” after ‘‘Superintendent of
Documents;’’; and

(3) by striking out “to the Court of Claims, two

copies; and”’.
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SEo. 158. Section 1103 of title 44, United States Code,

is amended by striking out “, the Court of Claims,” and by
striking out “, chief judge of the Court of Claims,”.

Sec. 159. (a) The following provisions of law are
amended by striking out “Court of Claims” each place it ap-
pears and inserting in lieu thereof “United States Claims
Court’”:

(1) Sections 1 and 2 of the Act of October 19,
1973 (87 Stat. 466).

{2) Section 8715 of title 5, United States Code.

(3) Section 8912 of title 5, United States Code.

(4). Section 2273(b) of title 10, United States
Code.

- (5) Section 337() of the Tariff Act of 1930 (19

U.8.C. 1337()).

(6) Section 606(a) of the Foreign Assistance Act
of 1961 (22 U.8.0. 2356(a)).

(7) Section 1 of the Act entitled “An Act provid-
ing for the allotment and distribution of Indian tribal
funds”, approved March 2, 1907 (25 U.S.C. 119).

(8) Section 2 of the Act of August 12, 1985 (25
U.8.C. 4753).

(9) Section 6110()(1) of the Internal Revenue
Code of 1954.
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(10) Section 2 of the Act of May 28, 1908 (30
U.8.C. 193a).

(11) Section 7 of the Aect of July 31. 1894 (31
U.8.C. 72).

(12) Section 1302 of the Act of July 27, 1956
(31 U.8.C. 724a).

(13). Section 183 of title 35, United States Code.

(14) Section 104(c) of the Contract Work Hours
and Safety Standards Act (40 U.8.C. 330(c)).

(15) Sections 13(h) (2) and 14 of the Contract
Settlement Act of 1944 (41 U.8.C. 113() and 114).

(16) Sections 8(d), 10(a)(1), and 10(d) of the Con-
tract Disputes Act of 1978 (41 U.S.C. 607(d),
609(a)(1), and 609(d)).

(17) Sections 171 and 178 of the Atomic Energy
Act of 1954 (42 U.8.C. 2221 and 2223).

(18) Section 10(i) of the Trading with the Enemy
Act (50 U.8.0. App. 100).

(19) Sections 103(f), 103(), 105, 106(a)(6), 108,
108A, and 114(5) of the Renegotiation Act of 1951
(50 U.S.C. App. 1213(D, 1213(), 1215, 1216(a)(6),
1218, 1218a, and 1224(5)).

(20) Section 4 of the Act of July 2, 1948 (50
U.S.C. App. 1984).
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(b) The section heading of section 108A of the Renego-

tiation Act of 1951 (50 U.S.C. App. 1218a) is amended by
striking out “COURT OF cLAIMS” and inserting in lieu
thereof “UNITED STATES CLAIMS COURT”.

(c) Section 108A of the Renegotiation Act of 1951 (50
U.8.C. App. 1218a) is amended by striking out “Supreme
Court upon certiorari in the manner provided in section
1255” and inserting in lieu thereof ‘“United States Court of
Appeals for the Federal Circuit in accordance with the provi-
sions of section 1295”.

SEc. 160. The following provisions of law are amended
by striking out “Court of Claims” each place it appears and
inserting in lieu thereof “Claims Court’:

(1) Section 4(c) of the Commodity Credit Corpora-
tion Charter Act (15 U.S.C. 714b(c)).
(2) Section 20 of the Tennessee Valley Authority

Act of 1933 (16 U.S.C. 8315).

(3) Section 403 of the International Claims Set-
tlement Act of 1949 (22 U.S.C. 1642b).
(4) Section 2(a) of the Act of May 15, 1978 (92

Stat. 244).

(5) Section 311@3) of the Federal Water Pollution

Control Act (33 U.S.C. 1321(3)).

(6) Section 10(b) of the Intervention on the High

Seas Act (33 U.S.C. 1479(b)).
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(7) Section 282 of title 35, United States Code.

(8) Section 5261 of the Revised Statutes (45

U.S.C. 87).

(9) Section 41(a) of the Trading with the Enemy

Act (50 U.S.C. App. 42(a)).

Sec. 161. The following provisions of law are amended
by striking out “United States Court of Customs and Patent
Appeals” and “Court of Customs and Patent Appeals” each
place they appear and inserting in lieu thereof “United States
Court of Appeals for the Federal Circuit’:

b(1) Section 21 of the Trademark Act of 1946 (15

U.S.C. 1071).

(2) Section 152 of the Atomic Energy Act of

1954 (42 U.S.C. 2182). .

(3) Section 305(d) of the National Aeronautics

and Space Act of 1958 (42 U.S.C. 2457(d)).

Sec. 162. (a) The following provisions of law are
amended by striking out “Court of Customs and Patent Ap-
peals” each place it appears and inserting in lieu thereof
“Court of Appeals for the Federal Circuit’”:

(1) Subsections (d) and (f) of section 516 of the

Tariff Act of 1930 (19 U.S.C. 15186 (d) and (©).

(2) Section 516A (c) and (e) of the Tariff Act of

1930 (19 U.S.C. 1516a (c) and (e)).
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(8) Section 528 of the Tariff Act of 1930 (19

U.S.C. 1528).

(4) Section 387(c) of the Tariff Act of 1930 (19

U.S.C. 1337(c)).

(5) Section 284(c) of the Trade Act of 1974 (19

U.S.C. 2395(c)).

(6) Section 308(9) of the Ethics in Government

Act (28 U.S.C. App.).

(7) Sections 141 through 146 of title 35, United

States Code.

(b)(1) The item relating to section 141 in the section
analysis of chapter 13 of title 35, United States Code, is
amended by striking out “Court of Customs and Patent Ap-
peals”’ and inserting in lieu thereof “Court of Appeals for the
Federal Circuit”.

(2) The section heading for section 141 of title 35,
United States Code, is amended by striking out “Court of
Customs and Patent Appeals” and inserting in lieu thereof
“Court of Appeals for the Federal Circuit”.

SEc. 163. The following provisions of law are amended
by striking out “the United States Court of Claims, the
United States Court of Customs and Patent Appeals” each
place it appears and inserting in lieu thereof ‘‘the United

States Claims Court’’:

[N
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(1) Section 6001(4) of title 18, United States

Code.
(2) Section 906 of title 44, United States Code.
ParT C-—MISCELLANEOUS PROVISIONS
EFFECTIVE DATE

Sec. 164. Except as provided in section 170 of this
title, the provisions of this title shall take effect on October 1,
1981.

CONTINUED SERVICE OF CURRENT JUDGES

Sec. 165. The judges of the United States Court of
Claims and of the United States Court of Customs and
Patent Appeals in regular active service on the effective date
of this Act shall continue in office as judges of the United
States Court of Appeals for the Federal Circuit. Senior
judges of the United States Court of Claims and of the
United States Court of Customs and Patent Appeals on the
effective date of this Act shall continue in office as senior
judges of the United States Court of Appeals for the Federal
Circuit.

APPOINTMENT OF CHIEF JUDGE OF COURT OF APPEALS
FOR THE FEDERAL CIRCUIT

Sec. 166. Notwithstanding the provisions of section
45(a) of title 28, United States Code, the first chief judge of
the United States Court of Appeals for the Federal Circuit
shall be the Chief Judge of the United States Court of Claims
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or the Chief Judge of the United States Court of Customs

and Patent Appeals, whoever has served longer as chief
judge of his court. When the person who first serves as chief
judge of the United States Court of Appeals for the Federal
Circuit vacates that position, the position shall be filled in
accordance with the provisions of such section 45(a).

COURT OF CLAIMS COMMISSIONERS

SEc. 167. (a) Notwithstanding the provisions of section
171(a) of title 28, United States Code, as amended by this
Act, a commissioner of the United States Court of Claims
serving immediately prior to the effective date of this Act
shall become a judge of the United States Claims Court on
the effective date of this Act.

(b) Notwithstanding the provisions of section 172(a) of
title 28, United States Code, as amended by this Act, the
initial term of office of a person who becomes a judge of the
United States Claims Court under subsection (a) of this sec-
tion shall expire on September 30, 1986, except that no such
individual shall serve as a judge after reaching the age of
seventy years.

(c) Notwithstanding the provisions of section 172(b) of
title 28, United States Code, as amended by this Act, until
such time as a change in the salary rate of a judge of the

United States Claims Court occurs in accordance with such
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section 172(b), the salary of such judge shall be equal to the

salary of a Commissioner of the Court of Claims.

(d) If any position of commissioner on the United States
Court of Claims becomes vacant during the period beginning
on the date of enactment of this Act and ending October 1,
1981, such position shall remain vacant during the remainder
of such period and shall be filled, after October 1, 1981, by
appeintment in accordance with section 171 of title 28,
United States Code, as amended by this Act.

EFFECT ON PENDING CASES
SEC. 168. Any matter pending before a commissioner of
the United States Court of Claims on the effective date of
this title shall be transferred to the United States Claims
Court. Any appeal which has been taken from a district court
of the United States prior to the effective date shall be de-
cided by the court of appeals in which it has been filed. Any
matter pending before the United States Court of Customs
and Patent Appeals or awaiting disposition by the United
States Court of Claims on the effective date shall be trans-
ferred to the United States Court of Appeals for the Federal
Cireuit.
TVA LEGAL REPRESENTATION

SEc. 169. Nothing in this Act affects the authority of

the Tennessee Valley Authority under the Tennessee Valley



56

54
1 Authority Act of 1933 to represent itself by attorneys of its

2 choosing.

3 TITLE I—-GOVERNANCE AND ADMINISTRATION
4 OF THE FEDERAL COURTS

5 Parr A—CHIEF JUDGE TENURE

6  APPOINTMENT AND TERMS OF CHIEF JUDGES OF THE

7 COURTS OF APPEALS

8 SEc. 201. (a) Section 45(a) of title 28, United States
9 Code, is amended to read as follows:

10 “(a)(1) The chief judge of the circuit shall be the circuit

11 judge in regular active service who is senior in commission of

12 those judges who—

13 “(A) are sixty-four years of age or under;

14 “(B) have served for one year or more as ciicuit

15 judge; and

16 “(C) have not served previously as chief judge.

17 “(2)A) In any case in which no circuit judge meets the
18 qualifications of paragraph (1), the youngest circuit judge in
19 regular active service who is sixty-five years of age or $vexr
20 and who has served as circuit judge for one year or more
21 shall act as the chief judge.

22 “(B) In any case under subparagraph (A) in which there
23 1s no circuit judge in regular active service who has served as
24 & circuit judge for one year or more, the circuit judge in

25 regular active service who is senior in commission and who

2 e mesE L T

o7

55
1 has not served previously as chief judge shall act as the chief
2 judge.
3 “(3XA) Except as provided in subparagraph (0), the
4 chief judge of the circuit appointed under paragraph (1) shall
5 serve for a term of seven years and shall serve after exi)ira—
6 tion of such term untj] another judge is eligible under para-

7 graph (1) to serve as chief judge of the circuit.
8 “(B) Except as provided in subparagraph (C), & cireuit

9 judge acting as chief judge under subparagraph (A) or (B) of

10 paragraph (2) shall serve until a judge has been appointed
11 who meets the qualifications uuder paragraph (1).
12 “(C) No circuit judge may serve or act ag chief judge of
13 the circuit after attaining the age of seventy years unless no
14 other circuit judge is qualified to serve as chief judge of the
15 circuit under Paragraph (1) or is qualified to act as chief judge
16 under paragraph (2).”,

17 (b) Section 45(c) of title 28, United States Code, is
18 amended to read as follows:

19 “(c) If the chief judge desires to be relieved of his dutieg

20 as chief judge while retaining his active statug as circuit
21 judge, he may so certify to the Chief Justice of the United
22 States, and thereafter the chief judge of the circuit shall be

23 such other circuit judge who is qualified to serve or act as

24 chief judge under subsection (a).”.
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APPOINTMENT AND TERMS OF CHIEF JUDGES OF THE
DISTRICT COURTS

SEc. 202. (a) Section 136(a) of title 28, United States
Codé, is amended to read as follows:

“(a)(1) In any district having more than one district
judge, the chief judge of the district shall be the district judge
in regular active service who is senior in commission of those
judges who—

“(A) are sixty-four years of age or under;

“(B) have served for one year or more as district
judge; and

“(0) have not served previously as chief judge.

“(2)(A) In any case in which no district judge meets the
qualifications of paragraph (1), the youngest district judge in
regular active service who is sixty-five years of age or over
and who has served as district judge for one year or more
shall act as the chief judge.

“(B) In any case under subparagraph (A) in which there
is no distriet judge in regular active service who has served
as a district judge for one year or more, the district judge in
regular active service who is senior in commission and who
has not served previously as chief judge shall act as the chief
judge.

“(8)(A) Except as provided in subparagraph (C), the
chief judge of the district appointed under paragraph (1) shall
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serve for a term of seven years and shall serve after expira-
tion of such term until another judge is eligible under para-
graph (1) to serve as chief judge of the district.

“(B) Except as provided in subparagraph (C), a district
judge acting as chief judge under subparagraph (A) or (B) of
paragraph (2) shall serve until a judge has been appointed
who meets the qualifications under paragraph (1).

“(C) No district judge may serve or act as chief judge of
the district after attaining the age of seventy years unless no
other distriet judge is qualified to serve as chief judge of the
district under paragraph (1) or is qualified to act as chief
judge under paragraph (2).”.

(b) Section 136(d) of title 28, United States Code, is
amended to read as follows:

“(d) If the chief judge desires to be relieved of his duties
as chief judge while retaining his active status as district
judge, he may so certify to the Chief Justice of the United
States, and thereafter, the chief judge of the district shall be
such other district judge who is qualified to serve or act as
chief judge under subsection (a).”.

EFFECTIVE DATE; APPLICABILITY

Sec. 208. (a) The amendments to section 45 of title 28,
United States Code, and to section 136 of such title, made by
sections 201 and 202 of this part, shall take effect one year
after the date of enactment of this Act but shall not apply to

81-714 O0—81——5



N i i
LR R ERBEESE SR EBRERS

60

58
or affect any person serving as chief judge on such effective
date.

(b) The provisions of section 45(a) of title 28, United
States Code, as in effect on the day before the effective date
of this part, shall apply to the chief judge of a circuit serving
on such effective date. The provisions of section 136(a) of
title 28, United States Code, as in effect on the day before
the effective date of this part, shall apply to the chief judge of
o, district court serving on such effective date.

ParT B—PRECEDENCE AND COMPOSITION OF PANEL
PRECEDENCE ON PANEL

Sgc. 204. Section 45(h) of title 28, United States Code,
is amended by inserting “of the court in regular active serv-
ice” immediately after ‘‘circuit judges” in the second
sentence.

COMPOSITION OF PANEL; REQUIREMENTS AND SIZE

SEc. 205. Section 46(b) of title 28, United States Code,
as amended .by th.iS Act, is further amended by inserting after
the first sentence thereof the following new sentence: “At
least a majority of the judges of a panel of a court shall be
judges of that court, unless such judges cannot sit because
recused or disqualified or unless the chief judge of that court

certifies that an emergency exists, including but not limited
to the unavailability of a judge of that court because of
illness.”.

8. 21—~is
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1 Part C—Juprciar CounNciLs oF THE CIRCUITS
2 TECHNICAL AND CONFORMING AMENDMENTS
3 SEc. 2086. (a) Section 3006A(h)(2)(A) of title 18, United
4. States Code, is amended—
5 (1) by striking out “judicial council” each place it
6 appears and inserting in lieu thereof “‘court of appeals”
7 in each instance; and
8 (2) by striking out ‘‘Judicial Council of the Cir-
9 cuit”” and inserting in lieu thereof “court of appeals of
10 the circuit’.
11 (b) Section 3006A() of title 18, United States Code, is
12 amended by striking “judicial council” and inserting iv Lieu
13 thereof “court of appeals”.
14 (c) The amendment made by subsection (a) of this sec-
15 tion shall not affect the terms of existing appointments.
16 PAarT D—RETIREMENT AND PENSIONS
17 JUDICIAL RESIGNATION AND RETIREMENT
18 SEC. 207. (a) Section 371 of title 28, United States
19 Code, is amended to read as follows:

O]
<o

“§ 371. Resignation or retirement for age

[ )
-

“(a) Any justice or judge of the United States appointed

[N}
Do

to hold office during good behavior who resigns after attain-

[
<o

ing the age and meeting the service requirements, whether

o
=

continuous or otherwise, of subsection (c) of this section shall, .

S, 21—1s
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during the remaiﬁder of his lifetime, receive an annuity squal
to the salary which he was receiving when he resigned.

“(b) Any justice or judge of the United States appointed
to hold office during good behavior may retain his office but
retire from regular active service after attaining the age and
meeting the service requirements, whether continuous or oth-
erwise, of subsection (c) of this section. He shall, during the
remainder of his lifetime, continue to receive the salary of the
office. The President shall appoint, by and with the advice
and consent of the Senate, a successor to a justice or judge
who retires.

“(c) The age and service requirements for resignation or
Il\étir‘ement of a justice or judge of the United States under

this section are as follows:

“Attained age: Years service
85 cvvereeressetrseessestsassarserentaesasttetsRs b SRS R R AR SR a S e e SR e RS sR SRS SRR SRS s bss 15
O sveereeseeasesessassssnesssssarsssssssatsetstotsatsssssnssanasuasarstssissssantaransatinsisisins 10.”.

(b) The amendments made by subsection (a) shall apply
with respect to any justice or judge of the United States who
retires on or after the date of enactment of this Act.

PENSIONS OF JUDGES WHO RESIGN TO ACCEFT
EXECUTIVE POSITIONS

SEC. 208. (a) Section 8332(b) of title 5, United States
Code, is amended by striking out “and” at the end of para-
graph (8), by striking the period at the end of paragraph (9)
and inserting in lieu thereof *; and”’, and by inserting at the

end thereof the following new paragraph:
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“(10) service as a justice or judge of the United

States, as defined by section 451 of title 28, and serv-

ice as a judge of a court created by Act of Congress in

a territory which is invested with any jurisdiction of a

district couwrt of the United States, but no credit shall

be allowed for such service if the employee is entitled
to a salary or an annuity under section 37 1, 372, or

373 of title 28.”.

(b) Section 8334 of title 5, United States Code, is
amended by inserting at the end thereof the following new
subsection:

“@{)(1) The Director of the Administrative Office of the
United States Courts shall pay to the Fund the amount
which an employee may deposit under subsection (c) of this
section for service creditable under section 8332(b)(10) of this
title if such creditable service immediately precedes service
as an employee subject to this subchapter with a break in
service of no more than ninety working days. The Director
shall pay such amount from any appropriation available to
him as a necessary expense of the appropriation concerned.

“(2) The amount the Director pays in accordance with
paragraph (1) of this subsection shall be reduced by the
amount of any refund to the employee under section 376 of

title 28. Except to the extent of such reduction, the amount

8, 21—h
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the Director pays to the Fund shall satisfy the deposit re-
quirement of subsection () of this section.
“(3) Notwithstanding any other provision of law, the
amount the Director pays under this subsection shall consti-
tute an employer contribution to the Fund, excludable under
section 402 of the Internal Revenue Code of 1954 from the
employee’s gross income until such time as the contribution
is distributed or made available to the employee, and shall
not be subject to refund or to lump-sum payment to the
employee.” .
ParT . —TEMPORARY ASSIGNMENT OF JUSTICES AND
JUDGES
ASSIGNMENT TO OTHER OFFICES WITHIN THE JUDICIAL
BRANCH
SEc. 209. (a) Title 28, United States Code, is amended
by inserting the following new chapter after chapter 13:
“CHAPTER 14—TEMPORARY ASSIGNMENT OF JUS-
TICES AND JUDGES TO OTHER OFFICES WITHIN
THE JUDICIAL BRANCH

“Sec.

“301. Temporary assignment.

“302. Appointment of successor.

“303. Official duty station.
““304. Return to active service; seniority and precedence.

“§301. Temporary assignment
“Any retired justice of the United States, or any judge
of the United States in active, senior, or retired status may

be temporarily assigned by the Chief Justice to the position

8, 21—Is
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of Administrative Assistant to the Chief Justice, Director of

the Administrative Office of the United States Courts, or Di-
rector of the Federal Judicial Center. Such service shall be
without additional compensation.
“§302. Appointment of successor

“Upon the temporary assignment of any judge in active
status pursilant to section 301 of this title, the President
shall, by and with the advice and consent of the Senate, ap-
point a successor to fill the vacancy resulting from such tem-
porary assignment. After such a successor is appointed, if the
judge who is temporarily assigned by the Chief J ustice pur-

suant to section 301 of this title dies, resigns, or retires, then

.a, vacancy requiring a further appointment does not occur. If

the judge temporarily assigned resumes active service pursu-
ant to section 304{a) of this title, the first vacancy created
thereafter on that court shall not be filled.
“§ 303. Official duty station
“Notwithstanding the provisions of sections 374 and
456 of this title, the official duty station of the Administrative
Assistant to the Chief Justice, the Director of the Adminis-
trative Office of the United States Courts, and the Director
of the Federal Judicial Center is the District of Columbia.
“§304. Return to active service; seniority and precé&ence
“(a) Any judge who was in active service at the time of

his temporary assignment made pursuant to section 301 of

8. 21—is
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this title may resume such active service upon vacating his
temporary assignment,.

“(b) For the purposes of seniority and precedence, a
judge who resumes active service under subsection (a) shall
be considered to have been in continuous active service as a
judge of that court.”.

(b) The chapter analysis of part I of title 28, United
States Code, is amended by inserting the following new item
immediately after the item relating to chapter 13:

“14. Temporary Assignment of Justices and Judges to Other Offices
Within the Judicial Branch .........cccicemsenressnsneseesersressncosesnssnanns 301",

Parr F—RULES OF PrRACTICE
PUBLICATION OF RULES

SEc. 210. (a) Chapter 131 of title 28 of the United
States Code is amended by adding at the end thereof the
following section:
“§2077. Publication of rules; advisory committees

“(a) The rules for the conduct of the business of each
court of appeals, including the operating procedures of such
court, shall be published. Each court of appeals shall print or
cause to be printed necessary copies of the rules. The Judi-
cial Conference shall prescribe the fees for sales of copies
under section 1913 of this title, but the Judicial Conference
may provide for free distribution of copies to members of the

bar of each court and to other interested persons.

8. 21—is
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“(b) Each court of appeals shall appoint an advisory
committee for the study of the rules of practice and internal
operating procedures of the court of appeals. The advisory
committee shall make recommendations to the court concern-
ing such rules and procedures. Members of the committee
shall serve without compensation, but the Director may pay
travel and transportation expenses in accordance with section
5708 of title 5., |
(b) The section analysis of chapter 181 of title 28,
United States Code, is amended by adding at the end thereof
the following new item:
“20717. Publication of rules; advisory committees.”.
TITLE III—JURISDICTION AND PROCEDURE
PArT A—TRANSFER OF CASES
TRANSFER TO CURE WANT OF JURISDICTION
SEc. 301. (a) Title 28, United States Code, is amended
by adding the following new chapter after chapter 97:
“CHAPTER 99.—~GENERAL PROVISIONS

“Sec.

“1631. Transfer to cure want of jurisdiction.
“§1631. Transfer to cure want of jurisdiction

“Whenever a civil action is filed in a court of the United
States, the United States Claims Court, a court created by
Act of Congress in a territory which is invested with any
jurisdiction of a district court of the United States, or a

United States bankruptecy court, and that court finds that

S. 21—is
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there is a want of jurisdiction, the court shall, if it is in the
interests of justice, transfer such action to any other such
court in which the action could have been brought at the time
such action was filed, and the action shall proceed as if it had
been filed in the transferee court on the date upon which it
was actually filed in the transferor court.”.

(b) The chapter analysis of part IV of title 28, United
States Code, is amended by adding at the end thereof the
following:

499, General PrOVISIONS .........rssseseeessecssesseessesssssrmssrsssssssbosssssessessessisessssssons 1631".
ParT B—INTEREST
INTEREST ON JUDGMENTS AND PREJUDGMENT INTEREST

SEC. 302. (a) Section 1961 of title 28, United States
Code, is amended—

(1) by inserting “(a)”’ immediately before “Inter-
est shall” in the first sentence;

(2) by striking out “‘at the rate allowed by State
law” in the last sentence and inserting in lieu thereof
the following: ‘“‘at the rate established pursuant to sec-
tion 6621 of the Internal Revenue Code of 1954 as of
that date. The Director of the Administrative Office of
the United States Courts shall distribute notice of that
rate and any changes in it to all Federal judges”; and

(3) by adding at the end thereof the following new

subsections:

8. 21—is
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“()(1) Except as provided in paragraph (2) or unless
otherwise required by law, in awarding damages to a party
the court may add to the sum of actual damages awarded a
sum of interest computed over a period before the time of
judgment where the facts of the controversy and the manner
in which the case was litigated indicate that an award of such
prejudgment interest is appropriate to afford the prevailing
party complete relief. This prejudgment interest shall be
computed at the rate fixed under subsection (a) at the time of
judgment and measured from the time that the party against
whom damages have been awarded became aware of his po-
tential liability or from the time that he should have become
aware of such liability but, in any case, not to exceed a
period of five years.

“(2) Interest under paragraph (1) shall not be awarded
on losses which will not be incurred until after judgment, nor
shall such interest be awarded where such an award would
be duplicative of some other su'm awarded. -

“(c) Interest shall be computed daily to the date of pay-
ment and shall be compounded annually.

“(d)(1) In any judgment of any court rendered against
the United States for any overpayment with respect to any
internal revenue tax, interest shall be allowed at an annual
rate established under section 6621 of the Internal Revenue

Code of 1954 upon the amount of overpayment, from the

S. 21—is
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date of the payment or collection thereof to a date preceding

the date of the refund check by not more than thirty days,
such date to be determined by the Commissioner of Internal
Revenue. The Commissioner is authorized to tender by check
payment of any such judgment, with interest as herein pro-
vided, at any time after such judgment becomes final, wheth-

er or not a claim for such payment has been duly filed, and

such tender shall stop the running of interest, whether or not

such refund check is accepted by the judgment creditor.

“(2) Except as otherwise provided in paragraph (1) of
this subsection, interest shall be allowed on all final judg-
ments against the United States (including judgments of the
United States Claims Court) as provided in subsections (a)
and (b).”.

(b) Sections 2411 and 2516 of title 28, United States
Code, and the items relating to sections 2411 and 2516 in
the section analyses of chaipter 161 and chapter 165 of such
title, respectively, are repealed.

(c) Section 1302 of the Act of July 27, 1956 (31 U.S.C.
724a), is amended by striking out “to which the provisions of
subsection 2411(b) of title 28, United States Code apply”
and by striking out “in accordance with subsection 2516(b) of
title 28, United States Code” .

8, 21—is
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TITLE IV—MISCELLANEOUS PROVISIONS

EFFECTIVE DATE

Sec. 401. The provisions of this Act shall take effect
October 1, 1981, or sixty days after the date of enactment of
this Act, whichever is later.

EFFECT ON PENDING CASES

SEC. 402. Any matter pending before a commissioner of
the United States Court of Claims on the effective date of
this Act shall be transferred to the United States Claims
Court. Any appeal which has been taken from a district court
of the United States prior to the effective date shall be
decided by the court of appeals in which it has been filed. Any
matter pending before the United States Court of Customs
and Patent Appeals or awaiting disposition by the United
States Court of Claims on the effective date shall be trans-
ferred to the United States Court of Appeals for the Federal
Cireuit.

O
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Senator Dore. I will now ask the distinguished chairman of the
full committee whether he has a statement.

STATEMENT OF SENATOR STROM THURMOND

Senator THURMOND. Thank you, Senator Dole.

It is a pleasure for me to introduce to you today Mr. Fletcher C.
Mann, who is a participant in the first panel.

Mr. Mann is an attorney from Greenville, S.C. where he has
engaged in private practice for 33 years. He is a member of the
firm of Leatherwood, Walker, Todd & Mann. He is married and is
the father of three children.

After graduating from the University of North Carolina in 1942,
Mr. Mann entered the active service as a member of the Naval
Reserve. He served in the European theater of operations com-
manding an LST during the Normandy invasion.

Upon his separation from the Navy, he completed law school at
the University of North Carolina, graduating in 1948. He was
admitted to the bars of North Carolina and South Carolina.

In addition to a very active practice, Mr. Mann has found time to
participate in many worthy causes. He has been a member and
chairman of the board of directors of the Greenville County Public
Defender Corp. He has been a member of the Greater Greenville
Chamber of Commerce. He remains very active in the Red Cross,
both locally and nationally, having previously chaired the Resolu-
tions Committee of the American National Red Cross.

Mr. Mann has very recently served the South Carolina Bar by
chairing the Procedures and Law Reform Committee. This commit-
tee’s proposals affecting criminal procedures are presently under
consideration by the South Carolina legislature.

Mr. Chairman, I am proud to introduce Mr. Mann.

Ser‘l?ator Dork. Senator Heflin, do you have an opening state-
ment:

Sexéator HerriN. T have a statement which I shall submit for the
record.

[The statement of Senator Heflin appears on page 289.]

Senator THURMOND. I have another engagement. I will have to
leave. I will take pleasure in reading this testimony later.

I am sure these other gentlemen will be introduced by you.

Senator Dore. Thank you, Mr. Chairman. We appreciate your
presence. I think we are all in the same boat, having about three
committee meetings going on at the same time. However, we shall
proceed as best we can. In my absence Senator Heflin has agreed to
preside over part of this morning’s hearing so I can go down and
cut your taxes at another hearing.

I will ask the first panel to approach the witness table. This
panel consists of Benjamin L. Zelenko, Landis, Cohen, Singman, &
Rauh; Sidney Neuman, Neuman, Williams, Anderson & Olson;
Fletcher C. Mann, Leatherwood, Walker, Todd & Mann; James W.
Geriak, Lyon & Lyon; and Herbert E. Hoffman, American Bar
Association.

Do you have an order in which you wish to proceed?
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STATEMENT OF BENJAMIN L. ZELENKO, WASHINGTON COUN-
SEL, COMMITTEE TO PRESERVE THE PATENT JURISDICTION
OF THE U.S. COURT OF APPEALS; MEMBER, FIRM OF
LANDIS, COHEN, SINGMAN & RAUH

Mr. ZeLENKO. Mr. Albert E. Jenner is unavoidably absent today.
He sends his regrets and apologies to the committee. _

I am Benjamin Zelenko, Washington counsel for the Committee
to Preserve the Patent Jurisdiction of the U.S. Court of Appeals,
and a member of the law firm of Landis, Cohen, Singman & Rauh.

With your indulgence, Mr. Chairman, we offer Mr. Jenner’s
statement for the record.

Senator DoLE. It will be inserted in the record.

Mr. ZeLENKO. Mr. Jenner is opposed to the creation of a National
Patent Court of Appeals. He hias no objection tc other provisions of
S. 21 and the consolidation of the two courts in Washington into a
single court, but strenuously objects to the creation of a national
court of patent appeals which would be precedent-making. It would
be the single court of nationwide, exclusive jurisdiction over patent
appeals.

pTI')he arguments offered to date in its behalf are unpersuasive, Mr.
Jenner states. His statement attaches very recent data. For exam-
ple, it shows that a total of only 119 patent appeals were filed in
the last fiscal year. Thus the creation of this new court will not
relieve the dockets of the courts of appeals. The new court will not
ease backlogs around the country.

No convincing argument in terms of relieving the court of ap-
peals workload can be made. The Hruska Commission which stud-
ied this matter opposed the creation of an exclusive patent court of
appeals. Mr. Jenner’s statement suggests that if the committee is
concerned with intercircuit conflict that it deal with that matter
on a broader base than patent appeals, and perhaps consider a
national court of appeals as an alternative.

Mr. Chairman, I commend Mr. Jenner’s statement to the atten-
tion of the committee and the staff and would like to introduce the
two witnesses sitting on either side of me.

Mr. Sidney Neuman vice chairman of the Committee to Preserve
the Patent Jurisdiction of the U.S. Courts of Appeals, is from
Chicago, a practicing attorney in the patent field.

Mr. Fletcher C. Mann, from Greenville, S.C., also is a member of
the committee.

They will each emphasize different aspects of this bill, and I
thank you for your indulgence, Mr. Chairman.

[The prepared statement of Albert E. Jenner, submitted by Mr.
Zelenko, follows:]
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PREPARED STATEMENT OF ALBERT E. JENNER, JR. !

My name is Albert E. Jenner, Jr. I am a practicing attorney in Chi- o
cago, Illinois and am privileged to gerve as Chairman of the Camuittee to
Preserve the Patent Jurisdiction of the Courts of Appeals. I have served '
as Senior Counsel to the Warren Commission; Chief Special Counsel to the Mi- ,
nority, House of Representatives Ccmittee on the Judiciary respecting the
Impeachment of President Nixon; member of the Presidential Committee on the
Causes and Prevention of Violence in the United Statesg; Chaimrman of the
United States Supreme Court's Advisory Camnittee on the Federal Rules of Evi-~
dence; and a member of the Advisory Camnittee on the Federal Rules of Civil
Practice and Procedure.

While I am not a patent law practitioner, I have tried patent cases
over the years, not to mention a great many civil, criminal, and agency cases
in various federal and state courts, trial and appellate, throughout the na-
tion. As same of your disinguished colleagues are aware, I have devoted a
great deal of my time and energy for same 50 years to the improvement of the :
administration of justice in the state and federal courts. In that regard, r
the issue of specialized federal courts has often risen (and I have, in most
instances, been opposed). I have long regarded the patent system, and par-
ticularly its federal judicial administration, vital to cur great country.

I am accampanied today by Mr. Sidney Neuman, Vice Chaixman of the Com—
mittee, who is a practicing patent attornmey from Chicago, Illinois, and by Mr.
Fletcher C. Mann, a member of the camittee who is a practicing attorney in

Greenville, South Carolina. Our comittee is composed of practicing attorneys

i e

from New York City, Chicago, Philadelphia, Los Angeles, Houston, Dallas and »
Cleveland. We appreciate the opportunity to express our views on S. 21 and
similar legislation and to indicate why we believe that the disadvantages of a

national court of patent appeals far cutweigh the alleged benefits that will @
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result. I thank you for permitting me to be one among them.

At the outset, we should make clear that wa do not oppose the provi-
sions of 5.21 which would consolidate the jurisdiction and operations of the
United States Court of Claims and the United States Court of Customs and
Patent Appeals. Insofar as the consolidation may produce econamies in operations
and efficiencies in the administration of justice, our committee endorses tha;
proposal. Rather, cur testimony is directed to that part of $.21 that would
confer on the new Court of Appeals for the Federal Circuit exclusive nationwide
Jurisdiction over appeals in patent cases under section 1338 of title 28 of
the United States Code. We note that S.1477, the bill approved by the Senate
Judiciary Camittee in the 96th Congress, provided that the new court would not
exercise natiocnal trademark jurisdiction. (S. Rept. No. 96-304 at 10). The
bill now before the Subcomittee wisely continues to exclude trademark cases.
We urge the Subcamnittee to make a parallel amendment to S.21 and eliminate

the grant of exclusive nationwide patent jurisdiction.

Perhaps the best way I can present my testimony is to analyze sare of
the specific reasons considered persuasive in the 96th Congress for endorsing
this proposal and demonstrate why those reasons are no longer applicable.

Mr. Neuman will examine the alleged uncertainty problem and the expected impact
of the Patent reexamination amendments enacted last year which are due to become
effective shortly. These amendments, if effective, should reduce or eliminate
lengthy patent litigstion. Mr. Mann will discuss the need to retain patent
appellate jurisdiction in the regional courts of appeals.

For example, the House Judiciary Cammittee report asserted that a
single national patent appeals tribunal would help to alleviate docket pressures
on the regional courts of appeals (H. Rept. No. 96-1300 at 16). But, in fact,
how many patent appeals are filed annually, and to what extent will transfer
of this jurisdiction relieve caseload pressure on the courts of appeals around
the country? The data that we have assembled show that in 1978, 163 patent ap-
peals were filed nationally and in 1979, the number was approximately 192.

(This figure may be slightly inflated since it includes trademark cases.)
Moreover, recently camwpiled data for fiscal year 198C indicate only 119 patent

appeals filed in the eleven circuit courts of appeals. Thus, these cases

81-714 O—81—6
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account for approximately 1% of the total appellate casaload. While there may

be other reasons advanced for a new patent court of appeals, the data simply

do not support the claim that a new natiocnal court will relieve docket congastion

or ease caseloads in the Courts of Appeals.
=]
The House Committee report also sought to justify the authority of the

new court to rule on non-patent questions by pointing out that the existing Court
of Custcms and Patent Appeals also sametimes decides cases which include issues o
other than patent questions, i.e., fraud, violation of antitrust laws, unfair
campetition, etc.
We have made a research effort through the use of Lexis to ascertain
the number of CCPA decisions in which antitrust issues were in fact decided,
and could find none. Nevertheless, the proposed new National Court of Patent
Appeals is to be empowered to decide antitrust questions as well as other le-
gal questions when they are raised in a patent appeal. This is a far-reaching
change fram present practice. We urge the Subcamittee to reconsider whether
conferring such hroadened power upon a new national court will aid the thought-
ful development of the law and provide the best quality of appellate justice.
The Senate Coammittee report (S. Rept. No. -96-304 at 11-12) also
suggests that the Hruska Camnission which deplored "forum shopping" in the patent
law, impliedly endorsed a single patent appeals court. Quite the contrary.
The Hruska Camission, expressly opposed the creation of such a court.
The Camnission concluded that «dditional appellate capacity might
best be provided througyh a National Court of Appeals, but not by a separate
appellate forum for patent appeals (or tax appeals, for that matter). The
Hruska Cammission found that such tribunals had substantial disadvantages
and understandably opposed their creation.
The Comission met head-on and specifically rejected the claim that
the need to declare national law could be remedied by a national court of
patent appeals. Its words were wise indeed, and I commend and have long
shared and vigorously advocated, the Camission's statements respecting
specialized courts. The Comission stated:
"Proposals for a court of tax appeals and for a court of pat-

ent appeals have been raised periodically at least for the past
25 years. More recently there have also been proposals for a

1

court of envirammental appeals and what would basically be a
court of criminal appeals.

A ok ok Kk ok

"After extensive discussion the Camission concluded that,
on halance, specialized courts would not be a desirable solu-
tion either to the problems of the national law or, as noted
elsewhere, to the problems of regional court caseloads.

"Our conclusion rests in part on the disadvantages which we
perceive as inherent in the creation and operation of special-~
ized courts. A number of the witnesses testifying before the
Camission have echoed the views of Simon Rifkind, first pre-
sented in an oft-cited 1951 article, that the quality of deci-
sion-making would suffer as the specialized judges become
subject to "tunnel vision," seeing the cases in a narrow per-
spective without. the insights stemming from broad exposure to
legal problems in a variety of fields. ‘

* % % * %

"Other objections to specialized courts also have force.
Judges of a specialized court, given their continued exposure
to gnd great expertise in a single field of law, might impose
their own views of policy even where the scope of review under
the applicable law is supposed to be more limited. Vesting
exclusive jurisdiction over a class of cases in one court might
reduce the incentive, now fostered by the possibility that ancther
court will pass on the same issue, to produce a thorough and
persuasive opinion in articulation and support of a decisian
+ + « - Our nation is not yet so hamogenous that the diversity
of our peoples cannot be reflected to same advantage in the
decisions of the regicnal courts. Excluding these courts fram
consideration of particular categories of cases would also con-
tract the breadth of experience and knowledge which the circuit
judges would bring to bear on other cases; the advantages of
decision-making by generalist judges diminish as t?? judges’
exposure to varied areas of the law is lessened." =~

Ak * k %

It is true that the Camission noted that the patent law was a problem
area and that forum shopping occurred in patent cases. But despite these
findings, the Commission met head-on, as I have said, the proposal to transfer
appeals in patent infringement cases to the Court of Custams and Patent Appeals
and rejected that idea. Its conclusion was quite specific:

W[ 3 . ‘o

0 recomend diverting patont. spesle por mLsion concluded not

cuit courts to a special court of patent appeals . . 'é?d

We would add that certainty in the law, which some in the patent
field seek &t any price, is simply not worth the far-reaching disruption of
the administration of justice in the federal appellate court structure that
I believe would follow.

e A

1/ P .
i = Commi.ssion on Revision of the Federal Court Appellate
Washington, D.C., 1975 at pages 64 - 67. systen,

2/ ., at 67.

e B
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If forum shopping is the evil about which the Committee is primarily
concerned, then there is a clear and simple amendment to the Judicial Code
which can eliminate forum shopping in patent cases. We will suggest amenda-
tory language for the purpose.

The Senate Camittee report also noted that a number of corporate entexr-
prises endorsed the notion of centralizing patent appeals in a national court
because they believe that patent cases are inconsistently adjudicated. (S. Rept.
No. 96-304, at 12). But large corporate patent users do not all share that view,
as Mr. Neuman will explain. Furthermore, whether or not major patent users
presently endorse or oppose a single patent appeals court, it seams to me this
distinguished Subcommittee might well ask why not a single antitrust court,
or a new national environmental law tribunal or a national tax court, etc.
Certainly, these areas of the law generate important consequences for tech-
nological innovation and industrial advancement. It is illusory to believe that
Anerica's inventive genius and industrial technology will prosper if all appel-
late patent jurisdiction is merged into one national appellate tribunal.

The burden is on those who propose to tinker with the present federal
appellate structure and establish a new Article III tribunal with exclusive
subject matter jurisdiction. The Senate Cammittee. report, in further support of
a National Patent Court of Appeals, states:

"... a major purpose of the bill is to create a forum to which

Congress can route cases where there is a felt need for uniformity

in the national law ..."

S. Rept. No. 96-304 at 14. Thus, what is being proposed today as a modest
rearrangement of the jurisdiction of two existing courts, in fact, may be

the precursor of a super court with expanding national jurisdiction in specific
subject matter areas of the law. It represents a fundamental restruchuring of

federal appellate justice without parallel or precedent. As you know, the

Zmerican Bax Association opposes so radical a change of the appellate court system.

I was a member of the ABA Board of Governors and the ABA House of Delgates which

considered that matter.

In summary, we do not believe that the data demonstrate any significant

lessening of judicial workload by transferring appeals in all patent cases to a

single appellate court, nor do we believe that the development of patent law
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will be improved by placing exclusive jurisdiction for its enunciation in a
single specialized appellate tribunal. In that regard, we concur in the
conclusions reached by the Hruska Cammission.

Consolidation of the Court of Claims and the Court of Customs and
Patent Appeals may be a worthwhile endeavor. At the least, the consolidated
Court will be less specialized than each urmerged court presently is. Further-—
nmore, the merged court will greatly reduce expenses of administration, improve
the judiciary, and advance the administration of justice.

We appreciate your invitation to appear here today and we will be happy
to answer any questions following the statements of Mr. Neuman and Mr. Mann.

Thank you.

o ki



CIART I
CASES 10 BE TRANSFERRED FROM TIE UNITED

STATES COURT'S OF APPEALS TO THE PROPOSED
QOURT OF APPEALS FOR THE FEOERAL CIRCUIT

PATENT AND TRADEMARK APPIALS 1/

Fiscal Year Cases Filed Percent of the Total Cases Filed in U.S. Courts of Appeals 2/
1979 192 3/ 1.17%
1978 163 &/ 1.04%

1/ The number of Patent Appeals alone is not reported.

2/ The percentage is derived fram the total number of cases filed in the U.S. Courts
of Appeals fram the U.S. District Courts found in the 1979 Annual Report of the Director of
the Administrative Office of the United States Courts, p. 197, Table 4.

3/ 1. Rept. No. 1300, 96th Cong. 2d Sess. (1980), pp. 21 - 22.

4/ 'The figure refers to Patent Appeals only. Derived by subtracting the number of fed-
eral contract cases where the U.S. is a defendant (209), found in the 1979 Annual Report of
the Director of the Administrative Office of the United States Courts, p. 197, Table 4, from

the total of patent and federal contract cases (372) found in S. Rept. No. 304, 96th Congress
1st Session (1979}, p. 14.
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cupre 2
CASES TO BE TRANSFERRED FROM TIIE

UNITED STATES COURTS QF APPEALS TO
TIE PROPOSED COURT OF APPEALS FOR TIE FEDERAL, CIRCUIT

FEDERAL CONTRACT CASES WLTTI U.S. AS DEFENDANT

Fiscal Year Cases I'iled Percent of the Total Cases Filed in U.S. Courts of Appeals 1/
1980 179 2/ .93%
1979 158 3/ .97%
1978 2004 1.342

1/ The percentage is derived fram the total nunber of cases filed with the U.S. Courts
of Appeals from the U.S. District Courts found in the 1979 Annual Report of the Director of
the Administrative Cffice of the United States Courts, p. 197, Table 4 and the 1980 Annual Re-
port of the Director of the Administrative Office of the United States Courts, p. 45, Table 3.

2/ 1980 Annual Report of the Director, p. 45, Table 3.

3/ Ibid.

4/ 1979 Annual Report of the Director of the Administrative Office of the United States
Courts, p. 197, Table 4.
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CHART 3

U.S. COURT OF CUSTOMS AND PNTENT
APPEALS AND U.S. OOURT OF CILAIMS
QOMBINED CASEIOAD

Year Cases Filed
1980 740 &
1979 585 2/
1978 504 3/
1977 663 2/

1/ Compiled from the "United States Court of Cl:lStOmS and Patent Appeals Report for the
Year Ended June 30, 1980" and the 1981 Annual Report fram the Office of the Clerk, United States

Court of Claims, p. 46. The data from the U.S. Court of Claims reflect only cases terminated
in the year ending Septenber 30, 1980.

2/ Compiled from figures in II. Rept. No. 1300, 96th Cong., 2d Sess., (1980), pp. 21 - 22,
3/ Compiled from figures in S. Rept. No. 304, 96th Cong., lst Sess. (1979), p. 13.
4/ Campiled fram the "United States Court of Customs and Patent Appeals Report for the

Year Ended June 30, 1977" and the 1978 Annual Report fram the Office of the Clerk, United States
Court of Claims, p. 38. fThe data from the U.S. Court of Claims reflect only cases terminated

in the year ending September 30, 1977.
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CHART 4

Patent Appeals Filed by Circuit
Year Ended June 30, 1980 *

Patent
Circuit Appeals
Total ..iiiieninnnnnnn.. 119
District of
Columbia ........... 2
First cieiievenvennnn. 4
Second ............... 12
Third ..icievivnnnnn.. 15
Fourth ............... 6
Fifth ....civviien.... 6
Sixth ceieivininnnnnas 14
Seventh .............. 21
Eighth ......0vue..... 1
Ninth ......cceiena... 34
Tenth ...ceivinnn..... 4

*  Source: Administrative Office of the
United States Courts
Washington, D.C.






CHART 5

Patent Cases Filed and Pending by District
Year ended June 30, 1980

Patent Cases

Patent Cases

i Cireuit -
cﬁglt Pending and X Pendmg
' District | Filed June 30 District Filed | June 30
Total 811 1,535 Sixth Circuit 101 189
istri i 15 18 Kentucky:
District of Cotumbia - Eastern o covvvocnccnne 2 i
First Circuit 4 90 Western..oaieiineenn 2
e st 45 80
Maine «c.iierieritnaans - 1 Eastern v oveveecnsonns
Massachusetts ... ... ... .. 3 ” st L1 4 n
New Hampshire coeeeveass 3 v
R?\:de Islz?nd ............ 3 4 Northern v ooveorenesnn ?g ;g
Puerto RICO .o vvvvvnvennn 2 2 Southern . ..coeevoncees
Tennessee 5 s
Second Circui 104 182 Eastern .coeveecevenes
¢ ' Middle..ooouencennnen Z 8
Connectictt . v oveeevannes 15 36 WesterMoerouoveoonnns 5
Ne:o.f?l:::n ............. 5 6 Seventh Cireuit 109 <28
Tastarn «ovvevovenvene 14 4 .
Southernt «o.eesevoanae 63 77 Minois: 5
WestetN.eeeonsoacnanes 5 16 North:lm ............. 72 ;
............... 2 3 Central wvovoeeroneens
Vermont Southern .....eceeoene 1 2
i i 88 156 Indiana:
Trird Cireit Northerfl . vveeevenssns 7 13
DelaWBre .o oveseereosaen 20 51 Southern veeveecececes 5 n
. New Jersey «ovevevenaons 42 60 Wisconsin 0 3
Pennsylvania: Eastern . coceeonccnces g 3
Eastern wcecesvonrvoes 18 2? Western....coceececes
fddle..cvevevnnnnioe - )
mst;}n .............. 8 16 Eighth Circuit 35 69
il 03 cevecrenacon - -
Virgin Islan Arkansas:
. Pourth Circuit 36 79 Eestern ceevveevvonees -
WesterN,evesensanenas - -
Maryland . v o veeavrevenas 8 16 Towa:

’ ;‘l::zh Carolina: Northern ...oeveaveens 1 ;
EaStern «.ceeeveccacse 3 8 Southern ...veveeenens 4 o
Middle.oooerveennannn - 7 Minnesota ......ovennn. 16
WeSterN., . vausesnsness 5 8 Missouri: s s

South Caroling «voveunnnns 1 25 Fastern .... :
Virginia: Western.... )
Eostern voasevsvecencas 13 5 Nebraska . . . . 2 6
WeSerM e e rvaacenoasas 4 6 North Dakot2 . eersvoevvean 2 1
West Virginia: 1 South Dokota . eecenveeens 1 1
Southern -..o1111lll 2 3 Ninth Circuit 1355 25
th Cireuit 113 241 AlaSKA. s veeeereonnoannn - 1
it ' Arizot8 cveveveeececnn e g 16
mas California: .
Mal?:rthem ............. 1 3 Northern 27 45
Micdle.eeneennrcnanen 1 - Eastern 7 59
Southern cee.vececsese - - Central 63
Florida: Southern 7 131
NOrthern v vaceoenenes 1 1 Hawaii. .. - ;
Middle...ooeeseennsan 14 23 1dahc. ... - ;
Southern ,.ceuevecenae 22 Il g}ontzza e - M
G ia: evada L.iieiinreneneonn
eg{cg}them ------------- 12 18 Oregon .....ivee-vcen-e 6 13
Middle,.ooceneeannsnn 3 3 Washington: . 4 5
Southern v.eevevencons 1 2 Eastefnl vovvennconnona " .
Louisianas Western....ooevvesaes 2 s
EaStern ...cveieecvneas 5 12 Guam ..... REEEERRRE TR -
Middle..oveiveeneanne - 1 Northern Marianas . ....... -
.............. 6 9
Mis‘:iesssti;:’:: 'fenth Circuit 34 58
thern ... ovvveeenns - 3
g:;th:rr: ------------- 2 2 Color8do v vevsosciosnnes 9 10
Texas: Kansas. sessecnsetronas 9 20
Northern ..oocveseansss 27 44 New MexicO.sseasevsrons 1 1
EasterN ¢ ocvvverenanne - P2 . Oklahoma:
Southern secoeevvannan 15 36 Northern cvvveseeecees 1 2
Western.....ooonevees 3 n %ISSttem .. E g
..... - - estern . .
CanalZone ....¢c0. Utorestern. . e § 8
Wyoming coveviveencanae 1 1

€
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Senator DoLe. Thank you, Mr. Zelenko.
Mr. Neuman?

STATEMENT OF SIDNEY NEUMAN, ATTORNEY, NEUMAN,
WILLIAMS, ANDERSON & OLSON, CHICAGO, ILL.

Mr. NeumaN. I am Sidney Neuman. I am a member of the
llinois Bar and I am admitted to practice in a number of the
Federal district courts and regional courts of appeals.

My credentials are set forth in the written statement which has
been submitted. However, I would like to mention for the record
that T have been engaged in patent litigation for more than 50
years. I have been a fellow of the American College of Trial Law-
yers for over 20 years.

I would like to begin by quoting Mr. Justice John Paul Stevens.
This is when he addressed the Hruska Commission on behalf of all

of the active judges, save one, of the Court of Appeals for the
Seventh Circuit, he said:

Since the task of the appellate court is often made relatively simple by the
District Court’s thorough and well-prepared findings of fact, we do not consider this
phase of our work unduly burdensome. Certainly the burden of patent litigation
falls more heavily on district judges than on us.

Therefof®, Mr. Chairman, my first point is this: No special tech-
nical or patent expertise is required at the appellate level. The
appellate court does not review the evidence for the purpose of
determining whether if it were the trier of facts it would have
reached a different decision on the same factual record. Its sole
function is to decide whether the judgment below is legally correct.

The subject matter of a patent involved in a patent suit and the
technical evidence relating to it are always covered by findings of
fact which are based on the testimony of live expert witnesses.
These findings are required to be accepted by the appeals court
under rule 52(a) unless clearly onerous, but the rule also enjoins
the court to give due regard to the opportunity of the trial court to
Jjudge the credibility of witnesses.

As the Supreme Court emphasized in the Graver case (336 U.S.
271), there is no case to which this clause is more applicable than a
patent case involving expert testimony. In other words, Mr. Chair-
man, technical expertise in a patent case is supplied by live expert
yvié:nesses examined in the trial court, and not by appellate court
judges.

A court of appeals may not reexamine a fact found by a jury.
Nor is patent law an esoteric mystery. It may be mastered by a
judge lacking previous experience with the subject just as easily as
he acquires an understanding of other fields of law in which he has
had no prior practice. Our basic statute is no more difficult to read
and understand than other statutes which a Jjudge must deal with.

While I do not favor specialization at either the trial level or the
appellate level, I feel that I should at least point out that the
approach being taken by S. 21 is the exact opposite of the British
system. There the high court of justice, Chancery Division, has a
“special” patent’s trial judge who tries the infringement actions,

but the appeals are presented to and decided by generalist judges
of the court of appeals.
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I prefer our present system, and I urge this committee to follow
Justice Stevens’ conclusion, which was this:

As long as patent litigation is considered appropriate for trial by Federal judges it
should also continue to be appropriate for Federal appellate courts of general
jurisdiction.

I would now wish to take up the three basic grounds which led
this committee during the last Congress to support establishment
of the new court. These were:

No. 1, the court will increase doctrinal stability, that is, lead to
definitive and uniform adjudications in patent cases; .

Two, it will insure predictability and provide for a more reliable
system by making business planning easier; and

Three, it will eliminate forum shopping.

Let me consider together grounds two and three because one of
them is already satisfied and the other one may be easily attended
to without creating a new court.

On July 1 of this year a reexamination procedure becomes oper-
ational in the Patent Office. This procedure will permit the Patent
Office to consider prior art not previously of record and determine
whether the patent should have been issued or whether it should
be canceled.

According to the House report accompanying H.R. 69383, the pro-
cedure will permit resolution of validity questions without recourse
to expensive litigation and will promote industrial innovation by
assuring the kind of certainty about patent validity which is a
necessary ingredient of sound investment decisions.

Surely these objectives are the very same ones sought by the
corporate patent counsel proponents of the new court. And, I conse-
quently submit that creation of the court is now duplicative; it is
unnecessary, especially when all that remains to be done is to
complement the reexamination procedure with the enactment of a
simple amendment of the patent venue provisions which would
deal with forum shopping by controlling and regulating the com-
mencement of patent litigation. Under the amendment which we
are proposing, patent owners would have priority to select the
forum, subject to defeasance and the accused infringer’s right to
initiate the litigation under the Declaratory Judgment Act and
select the forum to be preserved.

Reexamination and our proposed amendment constitute a palat-
able alternative to tinkering with the time-honored procedure for
reviewing patent cases on appeal.

As to alleged lack of stability in the patent decisions, so far as I
have been able to ascertain this ground relates principally to the
decisions of the courts dealing with the obviousness issue under
section 103 of the Patent Code.

There is no serious contention that the courts are guilty of
misinterpretation or are misapplying the law as to dozens of other
issues which arise in patent cases.

But are the courts actually mishandling the obviousness cases? I
say the answer is no. They are deciding the cases on a case-by-case
basis as they have been directed to do by the Supreme Court’s
decision in Graham v. Deere.

Obviousness is a question which must be determined vel non in
the light of the specific evidence of a case. As the Supreme Court

I3
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has said, there can be no uniform definition of obvicusness. It will
vary from case to case and the test is always an objective one. The
trier of facts must make the factual inquiries mandated by the
statute and then determine whether the subject matter would have
been obvious to a man skilled in the art. He is a hypothetical man.
Just as in tort cases where we have the hypothetical reasonably
prudent man, the trier of facts must make a judgment as to con-
duct or scienter, so in patent cases must the court make a judg-
ment as to the skill of a hvpothetical person.

In the factual context of the cases and in appraising the level of
ordinary skill in the specific art involved, the courts are holding
some patents valid for nonobviousness while in others the patents
are being held invalid for obviousness. This does not mean that
there is any inconsistency in the decisions. It does not mean that
the courts are misinterpreting the law. It does not mean that the
courts are guilty of misapplying the law. And it does not mean that
the standard of patentability varies from circuit to circuit. It
simply means that on a case-by-case basis there is no uniformity in
the results. But this clearly is not inconsistency or uncertainty in
the decisions.

The only surveys which have been made of section 103 cases
decided in the last 7 years show that there is no “anti-patent” or
“pro-patent” pattern in any of the circuits and that the rules laid
down by the Supreme Court are being followed on a case-by-case
basis. Lack of uniformity exists only in the results.

There are many other areas of the law where judges come to
different conclusions while applying the same rules of law.

Finally, the concept of a single court having exclusive jurisdic-
tion over all patent matters is incompatible with the public inter-
est. The same court should not preside over both the U.S. Patent
Office and the district courts throughout the land. This is an
improper merger of the patent-issuing process which is an adminis-
trative function of the executive branch with the patent adjudica-
tion process committed to the judicial branch. If antipatent, such a
court can literally destroy the patent system. On the other hand,
by becoming unduly propatent, it can seriously affect the members
of the public who are entitled to be freed from paying tribute to
questionable patents. Whether patents should be upheld or invali-
dated should be left to an effective independent judiciary.

The dangerous incongruity of the twofold jurisdiction of the pro-
posed court has been underlined by the differing statutory intents
which have been expressed as to the manner in which it will
discharge its appellate functions. Last year this committee author-
ized the use by the judges of the proposed court of technical advis-
ers to aid in the resolution of patent cases. But the House commit-
tee has said no—to do so in adversarial litigation will violate due
process.

To me this means that there is something wrong with the single
court concept. And I submit that instead of attempting to reconcile
these conflicting views or finding a compromise, this committee
should now remove from S. 21 the provisions providing for jurisdic-
tion over the patent decisions of the district courts.

[The prepared statement of Mr. Neuman follows:]
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PREPARED STATEMENT oF SIDNEY NEUMAN

Mr. Chairman and Members of the Subcommittee:

I greatly appreciate this opportunity to appear
before you and testify with respect to the provisions of
$-21 which would establish a Washington-based court having
exclusive appesilate jurisdiction over all patent cases
arising in the United States Patent and Trademark Office and

the United States District Courts throughout the country.

I 2m one of the two patent lawyers who were appointed

in 1965 by President Johnson to serve as members of his
President's Commission on the Patent System. [he principal
thrust of the recommendations of our report which was submitted
to the President in November 1966 was to raise the guality

and reliability of a U.S. Patent. One of our recommendations

was installation of a Patent Office reexamination and cancel-

lation procedure, a matter t~ which I shall hereafter make

reference.

In 1970-71 I was President of the American Patent

in 1966 I served as President of the Patent

Law Association of Chicago; and in 1955 I was the President

Law Association;

of the Bar Association of the Seventh Federal Circuit which

is a group of lawyers from the three states which make up

the circuit, the principal function of which is to participéte
with the judges of the circuit in holding their annual
Circuit Judicial Conference. I have been a Fellow of the

American College of Trial Lawyers since 1959.
1
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I appear in a personal capacity as an attorney who
has spent many years in patent litigation; I am Vice-
Chairman of Mr. Jenner's Committee and I am also authorized

to speak for the Bar Association of the Seventh Federal

Circuit.

Our presentation is in a very real sense a petition
for rehearing; a request for reconsideration and reexamination,
if you will, of the three basic grounds which appear from
Senate Report No. 96-304 to have persuaded the Committee on
the Judiciary to support establishment of the new court
during the last Congress (S-1477). These are: (1) the
court will increase deoctrinal stability, };gé, lead to
definitive and uniform adjudications in patent cases, (2) it
will ensure predictability and provide for a more reliable
patent system by making business planning easier and (3) it
will eliminate forum shopping in patent cases.

I recognize that our Committee has undertaken a
heavy burden but, nevertheless, I confidently hope that T

can demonstrate to your complete satisfaction that:

(1) there was no basis, in fact, for the contention
of the proponents of the court that there was instability

and a serious lack of uniformity in the patent decisions of

the regional courts of appeals;

(2) that in view of Public Law 96-517 (HR 6933,
96th Congress) which beccomes effective July 1, 1981 angd
which provides for reexamination by the Patent Office of
issued patents, there is not now any urgent need for creation

of a special patent appeals court; the new law should be
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afforded a reasonable time for determining whether it will
make business planning easiei, correct the alleged predictability

problem and restore confidence in our patent system; and

(3) that a new court to eliminate forum shopping
is not needed in that all that remains to be done to complement
the reexamination procedure is the adoption of a simple
amendment of the statute applicable to declaratory judgment
actions assuring patent owners of more control over the
forum in which the validity of their patents will be adjudicated.
I believe that it will assist this Committee if T
spend some time discussing and explaining patent cases in
general and in exploring with you whether there is any basis
for a "patent-case" mystique. I hope that my discussion and
explanations will convince you that patent cases - a traditional
Federal-type litigation ~ should not be removed from the
mainstream of cases going to our regional courts of appeals
"as long as this type of litigation is considered appropriate
for trial by federal judges". These were the words of Judge
(now Justice) Stevens when he addressed the Hruska Commission
in 1974 on behalf of a majority of the judges of the Court
of Appeals for the Seventh Circuit. I submit that this is
still true because, as was wisely pointed out by Justice
Stevens, the "burden of patent litigation falls more heavily
on district judges" than on circuit judges.* I also hope
that I can convince you that our Federal appellate system is
not malfunctioning in the patent area, which some observers

seem to believe.

FAs reported in the transcript of the hearings bhefore
the Commission on Revision of the Federal Court Appellate
System, Second Phase, Vol. 1, 1974 hearings, p. 510,

oL,
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My firm, located in Chicago, is now in its 83rd
year of continuous practice of so-called "patent law". I
went to work at the firm when I was 17; I studied law at
Chicago Kent College of Law, then a night school and I was
admitted to the Illinois Bar in 1926. I have been involved
in patent litigation ever since - more than 50 years.
Without any technical background, or formal scientific
education, I have tried not only mechanical patent cases,

but chemical and electrical patent cases as well.

My firm's practice and clientele have always

covered the entire spectrum of patents. Thus, one aspect of

our practice is that of representing both individual inventors

and companies in the United States Patent and Trademark

Cifice, soliciting and obtaining patents for them. Ancother

is counseling and advising clients in patent matters, rendering

opinions and negotiating and drafting agreements and licenses

respecting patents. Lastly, we engage in patent litigation,
either prosecuting or defending patent infringement cases.
In some cases, we are on the side of the patent owner and in

others we represent the party charged with infringement.

We are neither "pro-~patent" nor "anti-patent", our
philosophy of advocacy in simple terms being this: in a
given case (and whether we are for the patent or against it)
we are sworn to seek, by the use of our best efforts and by
fairly employing the tools available to us, a. decision
favorable to the client. For example, as advocates in a
case where we are for the patent, we may contend that in the

given factual content of the case, the subject matter of the

patent is non-obvious. And one week later in another case

81-714 O—8l1——7
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involving another patent and in a different factual context

we may contend that the subject matter is obvious. I believe

that my firm is representative of the patent trial bar.

There are few i1f any of us who are classifiable as plaintiffs'

lawyers or as defendants' lawyers as is so true in many
areas of the law. It is only natural, therefore, that we at
the patent trial bar should favor a judicial process or
system for the adjudication of patent cases in which our
courts and our Jjudges mirror oxr reflect the philosophy of
the bar and are neither "pro;patent" nor "anti-patent" and
thus on & case-by-case basis are available to decide the
issues in the light of the specific evidence and the
applicable principles of the law.

And now, may I explain generally what a patent
case 1s all about; how these cases are tried in the lower
courts and handled on appeal. They are, in short, tried and
appealed in precisely the same manner that other cases are
tried and appealed. There is no reason whatever for

considering them as a different breed of cats.

Patent infringement is, in essence a subject of

the law of torts. A patent is a property right and its
violation or infringement is a trespass upon that right.

The action may be at law or in equity. If at law, it may

be tried before a jury or gua a bench trial by the district
judge. The equity actions sseking injunctive relief and an
accounting are tried by the district court judge. The proof
in patent cases 1s subject to the same laws or rules of

evidence applicable to other cases,

A
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The basic issues in a patent case are: is the

patent valid and has it been infringed? There is nothing

mysterious about these issues.

(a) With respect to the validity issue:
although by statute the patent claims which have been
granted are presumptively valid, one charged with a
violation of the patent is entitled to attack its
validity and ask the court to hold that, on the evidenca:
before it, the constitutional and statutory prerequisites
of patentability have not been met. The ultimate
question of patentability is one of law, but its reso~

lution is dictated by the facts as established by the

evidence.

(b) With respect to the infringement issue:
patent claims have been likened to the description of
real estate in a deed; they fix the metes and bounds of
the property right. If the words of the claim can be
reasonably applied to the accused device, composition
or process, infringement has been made out; otherwise
not. In some cases however, even though the claims do
not verbally embrace the accused oﬁject, it is still
possible to reach a conclusion of infringement under
the so-called "equivalents” doctrine when the accused
device "performs substantially the same function in
substantially the same way to obtain the same result".
There are well~established rules and guidelines governing
the resolution of the infringement issue on the basis

of the specific evidence in the case.

e
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Nor is knowledge of the patent law a serious .
problem. It may be mastered by a judge lacking previous
experience with the subject just as eagily as he acquires an
understanding of other areas of the law in which he has had
no prior practice. We have a basic statute which is no more
difficult to read and understand than other statutes which a
judge must deal with. My reading of literally thousands of
patent decisions in the course of my many years of practice
has never left me with the feeling that generalist judges
were or are incapable of either comprehending the principles
of patent law or applying them to the facts of a case. May .
I here quote that distinguished member of our profession,

the Honorable Simon H. Rifkind:

If the patent law has already become so
esoteric a mystery that a man of reasonable intel-
ligence cannot comprehéend it, then something has
gone seriously wrong with the patent law.®
That was thirty years ago and today - 1981 - I

would paraphrase his concluding remark by observing:

If that is so, the cure lies in correcting
the law, not in tinkering with our traditional

federal appellate structure.

There are a few other observations to be made at

this point:

42;American Bar Association Journal, June 1951, vol. 37
P. .
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1. Does the trial of a patent case differ from

the trial of other cases over which the federal courts

have jurisdiction? The difference, if any., lies only in the

nature of the subject matter. As I have said, a patent casé
is tried in precisely the same way that other cases are
tried. Accordingly, where the subject matter or technology
is complex, the parties call expert witnesses to assist the
court in understanding the issues and the evidence, just as
such witnesses are called for exactly the same reason, in
medical, product liability, envinronmental law and other
complicated cases, including tax and antitrust cases. As in
such other cases, competent trial counsel provide the court

with visual aids, models, charts and diagrams.

2. Is a patent appeal different from other appeals?

n L

The answer is "no". The appeal in a patent case is briefed
and argued in precisely the same manner as other appeals.
The facts have already been established in the trial court.
The evidence is covered by findings made by the trial court
pursuant to Rule 52(a) F.R. Civ. P. or by a jury and the
sole function of the appellate court is to determine whether
the judgment is legally correct, not whether a different
result could have been reached_on the same evidence.. Thus,

there is no de novo hearing and the standard and scope of

review is no different from those in other appeals.

3. Is a special technical expertise required

at the appellate level? "No." The appellate court does not
review the evidence for the purpose of determining whether,
if it were the trier of facts, it would have reached a

different decision on the same factual record. Under Rule

[T
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52(a) F.R. Civ. P,, the findings of fact will be accepted
unless they are "clearly erroneous” and this rule also
enjoins the appellate court to give due regard to the
opportunity of the trial court to judge the credibility of
witnesses. Where the experts disagree, and this is not
uncommon, the choice made by the trial judge of the views of
the opposing witnesses is his unique function. As the

Supreme Court said in Graver Mfg. Co. v. Linde Co. 336 U.S.

271, 274-5 (1948) Rule 52(a) is especially appropriate where

the evidence is largely the testimony of experts.
In other words, technical expertise in a patent
case is supplied by live witnesses examined in the trial

court -~ not by appellate court judges.

4. If patent cases are burdensome, where is

this impact felt? I have no reason to disagree in any way

with the observation made by Judge (now Justice) John Paul
Stevens when he spoke for all of the active judges of the
Court of Appeals of the Seventh Circuit before the Hruska
Commission. In opposing the creation of a special patent

appeals court he said,

[Iln our judgment the benefits to be gained by
using specialized appellate courts are generally
overstated. As an example, we might consider the
number of patent appeals. During the five-~year
period encompassing the fiscal years 1969 through
1973 there were only 649 such appeals in all 11
circuits; the average is only about 130 per year,

or about 12 per circuit, which in turn is only

o
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slightly more than one patent case a year for each
active circuit judge.* sgince many of these appeals
present fairly narrow issues, and since the task
of the appellate court is often made relatively
simple by the district court's thorough and well
prepared findings of fact, we do not consider this
phase of our work unduly burdensome. Certainly

the burden of patent litigation falls more heavily

on district judges than on us. We are therefore

bersuaded that as long as this type of litigation

is considered appropriate for trial by federal

judges, it should also continue to be appropriate

for federal appelliate courts of general jurisdiction,

particularly if the ultimate power of review is to

remain in the Supreme Court. [Emphasis added.]*

Patent appeals are no more burdensome today than
they were in 1974. as appears from the attachment to Mr.
Jenner's statement, the number of these appeals filad in the
year ended June 30, 1980 totalled 119, less than the yearly

average of 130 in the period covered by Jﬁstice Stevens.

A, There is No Serious or Substantial
Lack of Uniformity in the Patent
Decisions of the Regional
Courts of Appeals

As appears from Senate Report No. 96-304 which
accompanied S-1477 of the last Congress, establishment of

the proposed court was favored as providing "a forum that

*Hruska Commissions Transcript Vel. I p. 510-11,
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will increase doctrinal stability in the field of patent

law.™

While it did not say so explicity, it seems that
Senator Kennedy's Committee concluded that there is no
uniformity in the law of patents. It is true that the
report states that testimony had been receivwed which confirmed
findings of the Commission on Revision of the Federal Court
Appellate System (the Hruska Commission) that "patent cases
are inconsistently decided”" but this is anm over simplification
and there is no bill of particulars. For example, I do not
find in the Commission's Report any basis for the assertion
that application of the patent law "to the- facts of a case
often produces different outcomes in different courtrooms in
substantially similar cases." Morecver, the summary of the
report of the Hruska Commission's consultants (67 F.R.

D369-71) which purports to set forth the alleged findings which
were said to be confirmed by the testimony is very general and non-
informative. It is sprinkled with such phrases as "differences

in application" and "differences in interpretation”", but it

does not spell out the specific substantive issues or alleged
problems. In any event, the survey which was conducted is
statistically insignificant because out of 1,400‘inquiries,

there were only 240 usable responses, a mere 17%. In contrast,

a recent poll of the membership of the Patent Law Association

of Chiéago has a response of about 50% with 186 members voting

against the proposed court and only 162 in favor.

So far as I have been able to ascertain, the alleged
uncertainty in the law has to be the decisions of the courts

dealing with the issue of "obviousness" under 35 U.s.C. §103

&
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and only that issue. There is no serious contention that the
courts are improperly interpré%ing any of the sections of the
Patent Code cited in the margin*, or are guilty of misapplying
any of the rules of law when addressing any of the issues
which I have enumerated. There is hence no lack of uniformity
of any uncertainty as to the dozens of other issues which
arise in a patent case.

I therefore believe that I can best help this
Committee by explaining the obviousness issue fully and
showing that because of its essential nature, only the
results in the cases are different and of necessity non-
uniform. In the factual context of the individual cases,
Some patents are being held valid for non-obviousness, while
in other cases, the patents are being held invalid for
obviousness. This does not mean that there is any inconsistency
in the decisions. It does not mean that the courts are
misinterpreting the law. It does not mean that the courts
are guilty of misapplying the law. And, it does not mean
that the standard of patentability varies from circuit to
circuit. It sin 1y means that on a case~by-case basis,
there is no uniformity in the results. Plainly, this is not

inconsistency or uncertainty in the decisions.

Allow me to now quote Section 103 of the Patent

Code and then demonstrate that the courts are not only

*Lack of patentable subject matter under 35 U.S.C.
§101; lack of novelty under 35 U.S.C. §102; invalidity for
non-compliance with 35 U.S.C, §112; priority questions under
35 U.S.C. §§11% and 120; new matter under 35 U.s5.C. s132;
non-infringement under 35 U.5.C. §271 including such subsidiary
issues as equivalency, file-wrapper estoppel, abandonment
and late claiming; fraud on the Patent Office; and misuse or
non-enforceability.
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following its mandate but that of the Supreme Court as well.

That section is as follows:

A patent may not be obtained....if the
difference between the subject matter sought to be
patented and the prior art are such that the
subject matter as a whole would have been obvious
at the time the invention was made to a person
having ordinary skill in the art to which said
subject matter pertains. Patentability shall not
be negatived by  the manner in which the invention

was made.

Thus, the courts have been instructed, or commanded
if you will, to resolve the obviousness issues in the light

of the given factual contents of the cases.

In Graham v. Deere, 383 U.S. 1, 17-18 (1966) the
Supreme Court fixed the interpretation to be placed upon
this section. Calling for "strict observance" of the requirements,
the court announced the method of analysis to be followed by

the courts thus:

The §103 condition...lends itself to several
basic factual inquiries. Under §103, the scope
and content of the prior art are to be determined;
the difference between the prior art and the
claims at issue are to be ascertained; and the
level of ordinary skill in the pertinent art

resolved.

e e T
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The determination of the question of obviousness

under these guidelines is required to be made vel non on the

basis of the specific evidence in the case. Just as in tort

cases, where there is a hypothetical "reasonably prudent
man”, so in patent cases involving an obviousness issue

there is a hypothetical "man skilled in the art". Accordingly,

the trier of facts must make the factual inguiries mandated
by the Supreme Court and then determine whether under §103
the subject matter "would have been obvious" to a person
having ordinary skill in the art - a hypothetical man.

The test is an objective one. There is no gray
area. The "difference" is either black or white. And there
is no uniform definition of obviousness. The court's
judgment must always be made on the basis of the specific

factual content of a specific case.
This was recognized by the Graham court. Thus,
after laying down the Section 103 guidelines and method of

analysis to be followed by the courts, the Supreme Court

salid:

This is not to say, however, that there will

not be difficulties in applying the nonobviousness

test. What is obvious is not a question upon which there

is likely to be uniformity of thought in every given

factual context. The difficulties, however, are

comparable to those encountered daily by the

courts in such frames of reference as negligence
and scienter, and would be amenable to a case-by-
case development. We believe that strict observance
of the requirements laid down here will result in
that uniformity and definiteness which Congress

called for in the 1952 Act. (Emphasis added)

L BT
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The survey of Section 103 cases made by the Bar
Association of the Seventh Federal Circuit submitted to this
Committee in regard to S-677 and S-678 of the last Congress
shows that in the five-year period ending May 1979 there was
no "pro-patent" or "anti-patent" pattern in any circuit., 1In

each of the circuits, appeals were decided on a case-~-by-case

basis. ZLack of uniformity existed only in the results,

I have caused that survey to be brought down to

February 1981 as follows:

Cases
) . Citing Graham Patents, Patents,
Circuit* Cases v. Deere Valid Invalid
2 2 2 2 0
3 3 3 1 2
4 2 1 1 2
5 7 6 4 3
6 4 3 1 3
7 6 5 2 7
8** 1 1 0 0
9 10 10 1 B xx
10 6 5 5 12

Obviously, the courts have continued to dispose of

the §10% cases on a case-by-case basis. Significantly,

Graham was cited in 36 of the 41 cases surveyed. Some of

the decisions also cite and recognize as controlling the

Supreme Court's decisions in Anderson's Black Rock Inc. v.

Pavement Salvage Co., 396 U.S. 57 (1969), and Sakraida v.

AgPro Inc., 423 U.S. 273 (1976).

*No patent cases concerning Section 103 were decided by
the Courts of Appeals for the First and DC circuits.
**Case was remanded for new trial.
***3 design patents also held invalid.
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So far as I know, no one has made comparable
studies of the §103 cases. Nor has anyone demonstrated that
there is confusion in the circuits as to the controlling
principles of law or as to the guidelines and analysis to be
followed in obviousness cases. Indeed, the only court
specifically charged by the proponents with inconsistency is
the Supreme Court of the United States. To the extent that
there is any "inconsistency" in the decisions of the regional
courts of appeals, it will be found in the rhetoric and
exaggerated contentions of the proponents who, as Monday
morning quarterbacks, would have decided some of the cases
the other way, thus faulting the courts for making honest,

objective judgments in the given context of those cases.

It is submitted that this Committee should have

another look at its previous conclusion that there is uncertainty

; in the patent decisions of the courts.

B. In View of the Reexamination
Procedure Which Will Take Effect
This Year, There is No Urgent
Need For a Special Patent Appeals Court

According to the Report of this Committee, the
proposed court is needed to make business planning easier as

"more stable and predictable law is introduced".

I submit that Public Law 96-517 (HR 6933, 96th

v ey et st i e g e i

Congress), which takes effect July 1, 1981, is designed and

intended to accomplish that very objective and that a special

court for that purpose is duplicative and unnecessary.

-
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The reexamination procedure will permit the Patent

Office to consider prior art not previously considered when

a patent issued and determine whether it should have issued
or be cancelled. It is expected that the new law will have
a wholesome effect on patent litigation. The Patent Office
will be authorized to cancel a patent; there should be more
settlements before trial where the Patent Office has considered
and found ineffective new art relied on by a defendant and,
in those cases where this is not s0, the trial court will
have the benefit of the consideration by the Office of the
new art relied on by a defendant.

As was pointed out by the House Committee in its

report (H. Rept. No. 96-1307) accompanying the bill:

This new procedure will permit any party to
petition the Patent Office to review the efficacy
of a patent, subsequent to its issuance, on the
basis of new information about pre-existing
technology which may have escaped review at the
time of the initial examination of the patent
application. Reexaminatien will permit efficient
resolution of questions about the validity of
issued patents without recourse to expensive and
lengthy infringement litigation. This, in turn,
will promote industrial innovation by assuring the
kind of certainty about patent validity which is a

necessary ingredient of sound investment decisions.

After referring to the burdensome cost of patent
litigation and the need to reduce the same, the report

states:

e e b b et
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The reexamination of issued patents could be
conducted with a fraction of the time and cost of
formal legal Proceedings and would help restore
confidence in the effectiveness of our patent

system.

Proponents of the new court have argued that it is
needed from the standpoint of the users of the patent
system; that planning will be easier as more stable and
predictable patent law is introduced and that the innovative
process will be stimulated. 1In light of the expressed
statutory intent of HR 6933, is it not evident that prac-
tically all of these objectives will be effectively satisfied

by the reexamination procedure which will soon be available?

The 1966 recommendation of the President's Commission
on the Patent System that a reexamination procedure be
adopted as a means of raising the gquality and reliability of
issued U.S. patents was based on the same considerations
cited by the House Report in support of HR 6933. It is
ironical that the recommendation did not bear fruit until
1981. wWho can say that if reexamination had been earlier
adopted, the so-called users of the patent system would not
hgve found it a perfectly satisfactory alternative to a

special court?

May 1 suggest that reexamination should be given a

fair chance to achieve its goals.
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cC. Forum Shopping Can Be
Eliminated Without Establishing a
Special Patent Appeals Court

The alternative to a special court is not only the

reexamination procedure, but also the combination therewith

of a simple amendment to the statutes applicable to declaratory

judgment actions designed to eliminate forum shopping. This

amendment would merely control or limit the right of persons

or companies charged with infringement or otherwise threatened

with suit to initiate patent litigation and would put an end

to the alleged frenzied races to the courthouse.

Prior to the enactment of the Federal Declaratory
Judgments Act (28 U.S.C. §§2201-2). a patent owner had the
sole right to select the forum for adjudicating his patent.
Until he elected to bring suit, one charged with infringement
was powerless to secure an adjudication of his liability and
was required to await the bringing of the action. With the
advent of the Declaratory Judgments Act, the situation
changed and an alleged infringer was entitled to initiate
litigation without waiting for the patent owners to act.

Forum shopping thereupon developed.

Since forum shopping is directly attributable to
the venue provisions applicable to patent infringement suits
brought by a patent owner and to the Declaratory Judgments
Act, it may be corrected by dealing with those provisions.

A new court is not needed for that purpose.

Let us restore the practice which existed for many

years prior to the Declaratory Judgments Act, without

[
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completely eliminating the rights of the potential defendant
in an infringement suit. We should simply defer the time
when a declaratory judgment action may be initiated - make
it subject to a right or priority in the patent owner to

initiate the litigation and select the forum.

At the present time, under 28 U.S.C. §1400(b), the
patent owner may sue either in the district of which the
defendant is an inhabitant, or in any district in which the
defendant shall have committed an act of infringement and
has a regular and established place of business. To these
venue provisions, there should be added a simple amendment
which requires the patent owner to avail himself of Section
1400(b) within a reasonable periocd of time, such as thirty

or sixty days after he has given a notice of infringement.

Upon his failure to do so, the person accused of infringement

may proceed under the Declaratory Judgments Act and select
the forum. Thus, the patent owner will have a statutory
priority which is subject to defeasance by his failure to
act. Also the rights of the accused infringer have been
protected. And, thus finally, the evil of forum shopping,
which is merely a symptom of the venue provisions applicable
to patent cases and declaratory judgment actions, will be

eliminated.

Such a symptom does not warrant®a special court.

Let us attack in a simple, more palliative manner the cause

of the problem.

For your consideration, we attach a proposed

amendment to the Judicial Code to deal with forum shopping.

81-714 O—81——8
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D. The Exclusive Patent Jurisdiction
Of the Proposed Court is
Incompatible With the Public Interest

Patents are affected by a public interest. They
are not and cannot be incontestable. Traditionally, the
federal courts have served to oversee the exercise by the
Patent Office of its patent-issuing function and have always
had the power to invalidazte a patent when it aﬁpears, from
the evidence, that the corditions of patentability have not

Lbeen met.

Whether the same court should have exclusive
jurisdiction over appeals in all district court infringement
actions and also over appeals from the Patent Office raises
a serious public interest guestion, This is so because one
of the jurisdictions of such a court is to supervise, regulate
and otherwise attitudinize the patent-issuing process and,
in this sense, it will be an extension of the Patent Office
and, therefore, an instrument of the executive branch of .
government. Its other jurisdiction is that of reviewing the
decisions of the district courts in patent infringement
actions, that is to say, an instrument of the judicial
branch of government.

To empower the same tribunal which controls the ex
parte patent-issuing process to also serve as the court of

exclusive review of inter partes adversarial patent infringement

cases, improperly merges the executive and judicial branches
and violates the checks and balances of time~honored patent

jurisprudence.
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The House Committee on the Judiciary has recognized
the obvious incongruity of the two jurisdictions and the
slim and yet dangerous line of demarcation between them.
Thus, HR Report No. 96-1300, (96th Congress) at pp. 31-32,
defines the proposed court's role when it is wearing its
Patent Ofﬁice or executive hat and its role when it is
wearing its other or judicial hat. Technical advisers may
be employed by the judges in ex parte appeals from the
Patent Office, but it is quite a different matter to use
them in adversary patent infringement cases and have them,
without being subject to cross-examination, review and
assess the technical aspects of the evidence as developad by
sworn testimony and as covered by findings made by a trial
judge. Otherwise, due process will be violated. On the
other hand, Senator Kennedy's Committee expressly sanctioned
the power of the judges to use technical advisers in adversarial
patent infringement cases. Thus, Senate Report No. 90-304,
P. 33, referring to the present practice and the use by the
judges of the Court of Customs and Patent Appeals of technical
advisers to assist them in resolving the appeals which come

from the Patent Office, stated:

Judges of the United States Court of Appeals
for the Federal Circuit need a similar system of
technical advisers when they review patent cases...
It is anticipated that (they) will receive technical
assistance at least as great as the type and
quality currently being given to the Court of

Customs and Patent Appeals.

This position was based on the testimony of one

rvae—.
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of the judges of the Court of Customs and Patent Appeals who
urged creation of the new court because of the "technical
resource” of his court, namely the help provided by the

technical advisers.

This is a novel but nonetheless impossible concept.
Participation by the advisers would destroy traditional
appellate review of patent cases. It would permit the
judges and their technical advisers to decide the cases the
way they conclude the cases should have been decided in the
trial court.

The House, on the other hand, has made an attempt
to preserve the traditional rights of patent litigants. It
has pointed out that if patent decisions are based on opinions
of technical advisers who are not subject to cross-examination
due process will be violated.

Does not this controversy mean that misconceptions
have been advanced in support of the new court? Does it not
also mean that there has been inadequate study of the advisability

of *a single court which controls both the Patent Office and

. the federal trial courts?

We of the trial bar believe that the present
patent adjudication process is best for the Nétion, It is
consistent with the public interest and assures an effective,
independent federal judiciary to determine whether patents
should be enforced. This important adjudicatory process
hsould not be.committed to a special court which sits over

both the issuance and enforcement of patent rights.

T shall be pleased to answer any questinns which
the Chairman and Subcommittee members may wish to ask.

Thank you for the opportunity to present this

testimony.
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STATEMENT OF FLETCHER C. MANN, ATTORNEY,
LEATHERWOOD, WALKER, TODD & MANN, GREENVILLE, S.C.

Mr. MANN. I am Fletcher Mann. I am an attorney from Green-
ville, S.C. I am indebted to Senator Thurmond for his very gracious
introduction to this committee. I am also indebted to him for his
ﬁany years of service to the citizens of South Carolina and to this

ation.

As indicated in his introduction, I have engaged in the general
practice of law for a period of 33 years in the State of South
Carolina. Neither I nor any member of the law firm of which I am
a member are members of any patent bar. We are engaged in the
general practice of law and primarily in the area of litigation.

Mr. Chairman, with your indulgence, I have prepared and sub-
mitted to the committee a statement in which I have expressed my
personal views as they relate to the proposed bill S. 21. I would at
this time adopt that prepared statement as my formal statement

before this committee and will simply ask for permission to supple-

ment it by a few remarks which I hope are in order.

Senator HeFLIN [acting chairman]. Without objection, your pre-
pared statement will be made part of the hearing record following
your oral presentation.

Mr. MANN. I am delighted to associate myself with the remarks
heretofore expressed by Mr. Jenner and Mr. Neuman, my col-
leagues. I, too, oppose the creation of a U.S. Court of Appeals for
the Federal Circuit having exclusive appellate jurisdiction from
those final decisions of a district court of the United States where-
in the jurisdiction of that court has been invoked under the terms
and provisions of section 1338 of title 28 of the United States Code.
I oppose it in principle, No. 1, because I am personally opposed to
the creation of a court having exclusive jurisdiction predicated
upon subject matter as contrasted with jurisdiction predicated
upon general geographical areas.

I feel personally, and from my observation and experience, that
specialized courts adopt a parochial viewpoint in the pronunciation
of decisions with which they are concerned. They have the habit—
as my colleague from New York, Simon Rivkin, a former U.S.
district court judge wrote in a very famous article in 1951—they
have the attitude that is formulated by what he referred to as
“tunnel vision.” I associate myself with the same feelings as ex-
presied by Judge Rivkin in that article with respect to specialized
courts.

For the past 15 years it has been my pleasure to become involved
in the litigation of patent cases, issues of patent validity, infringe-
ment or misuse, coupled with alleged violations of the antitrust
laws of the United States, the Robinson-Patman Act, Sherman 1,
Sherman 2 violations, accompanied by unfair competition claims,
accompanied by claims of misappropriation of trade secrets, the
whole gamut of business tort. Particularly have I been so involved
since the decision of the U.S. Supreme Court in Lee v. Atkins in
June of 1969.

I would invite the attention of this subcommittee to the fact that
a patent case basically is not tried in a vacvam. It is normally
originated or initiated by the owner of a patent who seeks an
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injuncticn and damages against a defendant alleged to infringe the
patent which he holds.

The complaint by which that action is instituted is immediately
answered by the defendant or the alleged infringer, and invariably
the defense is: No. 1, “I do not infringe.” No. 2, “your patent is
invalid.” No. 3, “In my counterclaim I assert that you are ‘guilty of
misuse of your patents; you are guilty of unfair competition; you
have violated the antitrust laws of the United States.””

Under the terms and provisions of S. 21 the proposed U.S. Court
of Appeals for the Federal Circuit is to be given exclusive jurisdic-
tion in any case in which the jurisdiction of the district court was
invoked under the provisions of section 1338 in whole or in part.
What is the area of expertise of this new court in the area of
antitrust law? What is its expertise in the area of misappropriation
of trade secrets? What is its area of expertise in the common law of
the State of South Carolina or the State of Nortk Carolina?

I respectfully submit to this honorable subcommittee that those
issues are better left to be determined by the regional court of
appeals having jurisdiction of the district court in which those
actions are pending. For example, in the Fourth Circuit Court of
Appeals, consisting of 10 judges, two from each of the five States in
the circuit, there are attorneys who by their previous skill, prac-
tice, and expertise bring to the court the basic background of the
common and statutory laws of the States in which they have been
domiciled.

I would go further and say that I am very deeply concerned with
the proposed appellate bifurcation which is permitted and which is
mandated under the terms and provisions of the bill S. 21, and
particularly by sections 124, 125, and 126 thereof.

It is a strange anomaly to me that in a case in which the
jurisdiction of the district court has been invoked under the terms
and provisions of section 1338 of title 28, United States Code, this
provides that if, at trial, an interlocutory order is issued and that
order is in the area of refusing or gra:iting an injunction, or has to
do with the appointment or failure to appoint a receiver, or with
an admiralty claim, then under those circumstances this new U.S.
Court of Appeals for the Federal Circuit will have exclusive appel-
late jurisdiction.

On the other hand, if, under the terms and provisions of section
1292(b) of the Code, that U.S. district judge incorperates the magic
words that “such order involves a controlling question of law as to
which there is a substantial ground for difference of opinion and
that an immediate appeal from the order may materially advance
the ultimate termination of the litigation,” where does the appeal
go? Does it go to the U.S. Court of Appeals of the Federal Circuit?
No. The appeal is back to the regional court of appeals having
jurisdiction over the area in which the district court sits.

Why this bifurcation? If the U.S. Court of Appeals for the Feder-
al Circuit is to be the panacea of expediency, if it is to be the
panacea for uniformity, why the bifurcated result, namely, that
this court can have jurisdiction only from final decisions and three
permitted areas of interlocutory appeals, but when you get to the
basic fundamental rights that are involved, why do we send you
back to the U.S. court of appeals for the region?
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I submit you are sent back because time, wisdom, and prudence
have dictated that those courts are equipped to handle and to deal
with the basic fundamental rights of litigants, and that this at-
tempt to tinker with those rights—and that is what I submit that
it is, an attempt to tinker with those rights—denies to the owner a
valuable property right to which he is entitled: the opinion of the
highest and best judges that the court of appeals can furnish.

I am deeply concerned with this bifurcated appellate procedure. 1
do nct believe for one moment that those attorneys engaged in the
general practice throughout the United States today realize or are
aware that if they bring an antitrust action in the U.S. district
court and they are hit then with the claim of patent infringement,
they will lose the jurisdiction of the regional court of appeals over
that antitrust case and will be relegated to a court of appeals in
Washington. At the same time they are to be sent to the regional
court for review of certain interlocutory orders. I would submit,
that if you create this bifurcated system you will see a revolution
in the bar equal to nothing that has heretofore happened.

With that, I wish to express my deep appreciation to the mem-
bers of this subcommittee for your time and patience and giving
me the opportunity to appear here today.

At the conclusion of the other remarks I am sure that all of us
would be most happy to answer any questions which any member
of the committee may have.

[The prepared statement of Mr. Mani. follows:]
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STATEMENT OF FLETCHER C. MANN, ESQ.

Mr. Chairman and Members of the Subcommittee:

My name is Fletcher C. Mann.

I am a practicing attorney in Greenville, South Carolina,
and a m:-mber of the South Carolina, the North Carolina State, and
the American Bar Associations. During the thirty-three years of
my active practice, my law firm has emngaged in the general practice
of law. Neither I, nor any other member of our firm, is a member
of the Patent Bar. We hold no specialized scientific degrees.
Nevertheless, during the past fifgeen (15) years we, as litigators,
have actively engaged, at the trial and appellate level, in a
substantial number of cases involving issues of patent validity,
infringement and misuse together with cases involving those issues
coupled with allegations charging violations of the antitrust laws
of the United States, misappropriation of trade secrets, and unfair
competition under the statutory and common law of both North and
South Carolina.

To further personalize my presentation, let me point out
that in 1969 I became personally involved in the trial of thirty-nine
(39) lawsuits which, by fiat of a multi~district court, were con-
solidated for discovery and trial in the District Court of South
Carolina. Those cases involved just about ewvstry conceivable issue
of patent, antitrust, and procedural issues that could be imagined
by the Bar of the United States. As a matter of fact, the Honorable—‘

Strom Thurmond, Chairman, Judiciary Committee of the United States

Senate, and a member of this Committee, may well recall visiting

in 1971 the United States District Court in Spartanburg, South

Carolina, and observing discovery proceedings in those cases,

presided over at that time by the Honorable Robert W. Hemphill.
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In addition to those cases I have been personally in-
volved in a number of civil actions in the United States District
Courts which have involved patent and unfair competition claims
under the jurisdictional provisions of 28 U.S.C. 1338. As a
matter of fact, I am presently engaged as counsel for the
defendant in an action instituted by the firm of my colleague,
Mr. Neuman, which involves issues”of patent validity and/or
infringement, unfair competition, unjust enrichment, misappro-~
priation of trade secrets, that is to say, the entire spectrum
of Section 1338 jurisdiétional provisions together with pendant
jurisdictional claims relating to alleged statutory and common
law rights. Additionally, I am personally involved, as counsel
for the owner of a patent, in an action instituted in the
United States District Court for South Carolina under the
jurisdictional provisions of Section 1338 which involves
issues of patent validity and/or infringement but which action
was stayed by order of the Honorable G. Ross Anderson on
November 20, 1980 upon condition that the pétent would be
surrendered unto the Patent Office for reconsideration on an
application for reissue and upon further condition that the
alleged Infringer would immediately submit to the Patent Office
such "prior art" as it considered to be pertinent or which was
overlooked in the original grant. As of May 10, 1981 the Patent
Office is charged, under the reissue proceedings prescribed, to
afford consideration of the reissue application on an expedited
basis.

Admittedly, the determination by the Patent Office may
not be binding upon the District Court of South Carolina but I

respectfully submit, first, the losing party will, in my humble
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opinion, have a most difficult, if not impossible, task in over-

coming the considered judgment of the Patent Office in a contested

arena, and second, the procedure employéa clearly relegates and
retains the administrative decisidnal process within the
Executive Branch of the United States without burdening the
Judicial Branch. For what it may be worth, let me add that
this is not the first case in which I have been a party to
this reissue proceeding. As a matter of fact, in a prior
case, my client under order of the Court surrendered a

patent for reissue; the Patent Office determined that the
patent had been improvidently granted and the lawsuit in-
volving issues of infringement was immediately and voluntarily
dismissed upon motion of the plaintiff.

I mention all of the foregoing, not with any sense
of aggrandizement, but with the fervent hope that the members
of this Honorable Committee may better appreciate that the
creation of a single parochial court having exclusive appellate
jurisdiction of all patent cases is a matter of grave concern
to all members of the Bar, Patents it may be today; products

liability, criminal jurisprudence, antitrust or environmental

law it will be tomorrow.

On Friday evening, May 8, 1981, I was privileged to
attend, as an invited guest, the semiannual meeting of the
North and South Carolina Patent Lawyers Association in
Charlotte, North Carolina. As a guest, I did not participate
in their discussion of the provisions of S.21, but, on a show
of hands vote which the Chair conducted, it was quite obvious
that a majority of those present did not favor the creation

of a United States Court of Appeals for the Federal Circuit
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having exclusive jurisdiction of all appeals wherein the
jurisdietion of the District Courf... 'was based, in whole
or in part, on Sectiom 1338...". i

Having said that let me assure you that a majority
of the general practitioners with whom I am acquainted would
oppose the creation of such a single purpose court for the
same reasons which have been advanced by Messrs. Jenner and
Neuman. Not only am I pleased to associate myself with their
remarks but I would also like to express my personal apprecia-
tion to the members of this Committee for the privilege of
appearing here today. Furthermore, if I might indulge the
courtesy accorded to me, I would like humbly to present an
additional item for your consideration.

It has been my experience and my observation that
civil actions instituted in the United States District Courts
under the jurisdictional provisions of Section 1338 are seldom
limited to patent or unfair competition issues. While I have
no hard statistics to support my statement, I can attest that
in a vast majority of such cases there will be claims or
counterclaims alleging violations of the antitrust laws of
the United States. Most often the pleadings will contain
allegations of state statutory or common law violatioms of
trade secret misappropriation, unfair trade practices,
unjust enrichment; in short, the whole gamut of business
torts.

Such an action, when instituted, is typically tried
before a judge of the vicinage; an individual, hopefully,
schooled and trained in the statufiory and common law of his

domicile. He 1s already familiar, for example in South
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Carolina, with the pronouncements by the Supreme Court of
that State with its common law principles of trade secret
misappropriation. By the same token, a judge in North
Carolina is familiar with its statutory and common law
provisions relating to unfair trade practices.

Under the existing Federal Court Appellate System,
which I submit has served us well, an appeal from a final
judgment in either of those two Courts would be heard by the
Court of Appeals for the Fourth Circuit. At the present time,
that appellate court is composed of ten (10) active judges,
two from each of the five (5) states which comprise the circuit.
That distribution is not the result of happenstance. Rather,
it results from considered wisdom gleaned from years of experience;
a wisdom, I respectfully submit, which recognizes the inherent
value of an appellate court comprised of men who bring to it not
only their skiil, but their expertise and knowledge of the
finite nuances of the common and statutory laws of the indivi-
dual states of their domicile which comprise the particular
circuit,

Let me be so bold as to Ssuggest that the industrial
might of this nation has in many respects developed on a
regional basis. For example, the automotive industry is
basically centered in the Michigan area, the District Courts
of which are a part of the Sixth Circuit. The textile industry,
for example, has in recent years At least developed in the
Carolinas, a part of the Fourth Circuit. The petroleum
industry, basically, lies within the confines of the Fifth
Circuit while the computer industry and technology located

in California falls within the ambit of the Ninth Circuit.
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The tobacco industry is Primarily an exclusive product of
the Fourth Circuit.

To be practical for a moment, let me suggest that
Jjudges having their domicile in the area of that particular-
ized technological development or industry are in a far bette:
Position to judge the "state of the art" than those w5 reside
elsewhere, For example, I sincerely submit that a judge on
an appellate court, such as a Haynsworth, a Russell, a Phillips
OT an Ervin, is in a far better position, because of his prior
experience, knowledge and skill, to judge and evaluate the
inventiveness of a curved tube heater on a false twist
texturizing textile machine than a judge from the State of
Michigan, for example, who most likely would not know the
difference between a carding machine, a loom, a downtwister
or a knitting machine. By the same token, a judge on the
Sixth Circuit Court of Appeals, and by my count there are
three from the State of Michigan, will have a far greater
degree of familiarity with the automotive industry, typically,
than any one judge from the Ninth Circuit.

Admittedly, we are not talking here of trials
de novo. We today, however, discuss the ability of the
appellate court to understand and>comprehend the facts of
4 given case, as mandated by the United States Supreme Cofirt

in the case of Graham v, Deere, 383 U.S. 1 (1966), and then

to apply the appropriate law in reaching a decision. The

diction would, in my opinion, be most regrettable.

s,
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I am equally concerned that the proposed court with
its limited and specialized jurisdiction may well lose the

competence to act on the broad and fundamental questions

posed, for example, in antitrust cases. I believe that these

requisite broad views are acquired, and continually renewed,
by constant exposure to the sometimes heated, and philosophi-
cal, debates directed to all areas of the law.

It is axiomatic that the great bulk of our antitrust
law is judge-made, largely at the district court trier-of-fact

level, guided by the respective circuit courts of appeals and

the Supreme Court. We know that the great bulk of antitrust

enforcement occurs, as Congress intended, through the action
of "private attorneys gemeral", at a great saving to the public

by the elimination of the need for a larger federal antitrust

“"solice force". I respectfully subait that this system of
judge~made law and private attorneys general has been effective
because of regional access to district and appellate courts on
all legal issues.

| It is a fact of life that there are many antitrust
legal problems identifiable with fhe "patent-antitrust interface"
wnich may involve patent rights but the legality of which will
be decided substantially without regard to the presence or

absence of technical patent aspects. Such could well be true,

for instance, in actions involving combinations or conspiracies
to monopolize, tying, cross-licensing, pooling, price fixing
(both horizontal and vertical), compulsory package licensing,
covenants not to contest, covenants not to deal or compete,
restrictions on competitive products, restraints of trade

geaerally, dividing markets, and territorial-allocations. I
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respectfully submit that those issues involve fundamental rights,
the appellate resolution of which should remain with the regional
circuit courts and the Supreme Court and should not be removed
from general view to a specialized court on the basis of the
neﬁulous arguments of uniformity, expediency or the alleged sin
of forum shopping.

I am further disturbed by the apparent bifurcated
agpellate précedure that would be possible under the terms of S.21.
By the terms of Section 126 of the Bill, Chapter 83 of title 28,
Uniteé States Code, would be amended to add a new section 1295
declaring that the United States Court of Appeals for the Federal
Circuit shall have exclusive jurisdiction of an appeal "from a
final decision of a district court...". With respect to inter-
locutory orders issued by a district court, Section 124 of the
Bill would grant appellate jurisdiction to the Court of Appeals
fof the Federal Circuit in only those matters described in
Section 1292 (a), (1), (2) and (3). Presumably, therefore,
when a district judge pursuant to ’the authority of Section 1292
(b) is of the opinion, and so states in his otherwise unappealable
order, that "such order involves a controlling question of law
as to wﬁich there is substantial ground for difference of opinion
and that an immediate appeal from the order may materially advance
the ultimate termination of the litigation..." the application
for an appeal would be submitted to the court of appeals for the
appropriate circuit. If the United States Court of Appeals for
the Fédéral Circuit is to be the panacea of uniformity and expediency,
why deny it jurisdiction of this most critical opportunity of
appellate review? Why specifically grant it such jurisdiction

when the Chief Judge of the Court of International Trade or any

etz
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judge of the United States Claims Court include the magic language
in an interlocutory order, but deny it the right of such appellate
review in a Section 1338 case when so certified by a United States
District Judge. That omission and denial speak more eloquently

to me of the merits for retaining and preserving the present
appellate proceedings than do those proponents who charge that

we "...appear devoid of concern for the overall functioning of
the judicial system'".

Thank you.

Senator HErFLIN. Mr. Geriak?

STATEMENT OF JAMES W. GERIAK, ATTORNEY, LYON & LYON,
LOS ANGELES, CALIF.

Mr. Geriak. I am James Geriak. I am a practicing attorney from
Los Angeles, Calif. I am a trial attorney. I try patent cases, but I
also try other types of cases. In my experience I have tried libel
cases, bankruptcy cases, and product liability cases.

However, the majority of cases I have tried have been patent
cases. My trial practice, while not nearly as extensive as that of
Mr. Mann or Mr. Neuman, extends over a period of slightly mor
than 20 years. '

In this context, and looking at this legislation, I look at it first as
an American citizen; second as a lawyer; last as a patent attorney.

As an American citizen and as a lawyer, this is bad legislation.
As a patent attorney, I view it as bad legislation. As a legislator, if
I were a legislator, I would want to know: First, whether there was
a problem that could be solved by this legislation; second, whether
the proposed legislation had a rational possibility of solving that
problem; and, last, whether that solution, if it were a solution at
all, would introduce more problems than it would solve. The pres-
ent legislation cannot pass those tests.

Before I turn to specifics let me say this: In my «vocation—as it
turns out, baseball—I appear before you with a broken finger
suffered from a line drive a week ago. I am about to make a
baseball analogy.

If you ask someone how an umpire is doing, and in this context
courts are analogous to umpires, the least effective opinion is that
of the people in the stands. The most effective opinion is that of the
players on the field.

When the fans boo and shout, “kill the umpire,” but the batter
walks to the dugout without coming back to the plate after a called
third strike, we all know the umpire was right. So it is here.

The litigating lawyers—and they are sitting here before you—
believe that this is unwise legislation, that there is nothing wrong
with the court’s umpires. Rather, there is a misconception on the
part of the spectators, the people sitting in the stands, with regard

A4
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to the competence and quality of the judges of this land. Those
complaints are not justified.

Now to be specific. First, it is argued that the patent system has
led to lack of predictability in patent litigation. That is a historic
fact, and, as it turns out, a relatively true fact. However, that fact
has nothing to do with the competence of judges. Rather, it had to
do with the fact that the issuance of a patent is an administrative
act by an administrative agency.

Until the adoption late last year of the reexamination legislation,
35 U.S.C. 301 through 307, the actions of the Patent Office were
based on inadequate factual records, necessarily so because the
patent-granting process was ex parte, not open to the public, and as
a result the Patent Office, through no fault of either the Patent
Office or the patent applicant, was routinely and virtually always
without knowledge of all of the facts required to make a reasonable
and sound administrative determination. Thus, the issuance of pat-
ents led only to a first level of evaluation and analysis of the
patentability of the invention.

Now, with reexamination after the issuance of a patent, the
Patent Office retains jurisdiction. The matter goes back to the
Patent Office whenever the patent owner or someone with an
interest adverse to the patent desires that that happens, and the
reexamination determinations of the Patent Office will be reliable
in drastic contrast to the earlier situation where all patent lawyers
knew that if you looked long enough and hard enough you could
always find new facts not known to the Patent Office which would
have a material bearing on the validity of a patent. Thus, the
arguments directed to lack of predictability are obsolete. Anyone
who is arguing in favor of this legislation should explain to this
committee and to the Congress why reexamination does not solve
the predictability problem.

Next, there is the question of forum shopping. I said in my
testimony before the relevant committee of the House of Repre-
sentatives on H.R. 2405, the counterpart legislation in that body,
that I thought that forum shopping was overblown in terms of
being the basis of an argument for this type of legislation. Since
that time I have been approached by many of my nonlitigating
brethren and asked whether I was really serious. Indeed I am.

I think that there is a myth that forum shopping is a viable
operation in the patent litigation area. It is not. Forum shopping
means you can go somewhere and be assured of a favorable out-
come in your case. It does not exist. If it did, we would all be there.
There would be only one or two courts with any patent cases in
this country. That is not true. In point of fact, most patent cases
are brought in metropolitan areas where there are 10 to 20 district
court judges. In Los Angeles different judges have different atti-
tudes toward a whole variety of things.

We are all familiar with disparity in criminal sentences when
you walk across the hall. There are also disparities in other eco-
nomic and social attitudes. That is where the action is, at the
district court level. You cannot choose your district court judge.

Indeed, I made a quick check. In the ninth circuit where I live, in
the last 30 patent cases to reach the ninth circuit court of appeals,
29 were affirmances. What does that mean? That means that the

81-714 O0—81——9
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courts of appeals relatively routinely affirm the district court
judge. To the extent that there are differences of views, those
differences of views are expressed in the decisions of district court
judges, not in the decisions of the courts of appeals.

As the speakers who have preceded me have said—and I whole-
heartedly embrace and endorse their comments—patent cases are
not a problem of the court of appeals either in terms of workload,
in terms of competence of the court, or indeed in terms of lack of
so-called uniformity. In this regard let me make this point:

Any system which produced a statistically consistent set of deci-
sions in a judicial context would be subject to criticism, not approv-
al. All cases are decided on their merits. There is no statistic going
in that tells you that this is a good case or a bad case.

In patent cases the patents are as good as the inventions upon
which those patents are based are good. To suggest that, because in
one circuit 30 percent of the patents were held valid and in an-
other circuit 70 percent of the patents were held valid, there is
something wrong, I submit is silly. It is equivalent to saying that
given the results of the baseball endeavers in the National League
in the 1970’s that Cincinnati was uncommonly blessed with fine
umpires. That is misconstruing the results. It is an awesome non
sequitur.

Finally, with regard to uniformity, this country is based on
rational diversity, on the opportunity to trade points of view, to
compete for acceptance in the marketplace, and for the correct
view, the sensible view, the sound view to emerge and become
adopted.

For all of its accomplishment—and it has many-—the common
law of our sister country, Great Britain, was subject to one dis-
grace, and that was that the dead hand of stare decisis often
controlled in cases where either an incorrect decision was cast in
concrete and took centuries to change or words were torn out of
context and applied literally rather than rationally with equally
bad results.

In this country the 11 circuit courts of appeal provide us who
practice in the courts with an opportunity where if 1 court does get
off the track to present the same issues in another court and to
create a competition for the sound point of view which in our
system, I submit, has routinely emerged and been adopted.

g To quote from one of my former relatives, “If it ain’t broke, don’t
ix it.”

[The prepared statement of Mr. Geriak and the prepared state-
ments of Messrs. Zelenko and Whitney, which were submitted by
Mr. Geriak, follow:]
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PREPARED STATEMENT OF JAMES Y. GERIAK

Mr, Chairman and Members of the Subcommittee:

I am James W. Geriak, a practicing attorney from
Los Angeles, California. I was recently Chairman of the
Committee on Intellectual Properties Litigation of tﬁe
American Bar Association's Section of Litigation and just
prior to that was a member of Council of the American Bar
Association's Patent, Trademark and Copyright Section. I am
also presently a member of the Board of Directors of the
American Patent Law Association, a member of the Executive
Committee of the California State Bar Association's Section
of Patent, Trademark and Copyright Law and a member of the
Board of Directors of the Los Angeles Fatent Law Association.
I am deeply grateful for the opportunity which you have
afforded to me to present the view of the American Bar -
Association in opposition to that portion of Sf21 which would
create a new United States Court of Appeals for the Federal

Circuit.

The American Bar Association has previously presented
its views on similar predecessor legislation in the testimony
of George W. Whitney, its distinguished Chairman of the
Committee on Patent Litigation of the Association's Section
of Litigation, and the testimony of Benjamin L. Zelenko, the
distinguished Chairman of the Association's Special Committee
on Coordination of Federal Judicial Improvements. Both Mr.

Whitney and Mr. Zelenko testified in opposition to the
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legislation. The views which they expressed remain valid

descending order of importance, that patent litigation
and, for your convenience, copies of their testimony are :

presently is:
attached as Appendix A and Appendix B to my testimony.

[Ny -

‘ ? 1. unacceptably unpredictable in result;
There is, however, a compelling need for further o 1 .
E o 2 excessively expensive;
-testi tion of whether there should be "a |
testimony on the quest: . 3. . subject to excessive forum shopping;
ing " for two very important :
single court of patent appeals Y P o { N 4. subject to non-uniform doctrinal rules of law in
reasons, which are: % the various circuits.
1. The enactment, on December 12, 1980, of i These were, for example, the principal factors
35 U.S.C. 301-307 (Public Law 96-517, % considered in the panel discussion entitled "A Federal
" H.R.6933, 96th Congress) - the legislation Appellate Court With Exclusive Patent Jurisdiction: An Idea
enabling the Patent and Trademark Office to Whose Time Has Come?' at the Sixth Annual Judicial Conference
g
reexamine patents. This legislation will of the United States Court of Customs and Patent Appeals held
have a profoundly beneficial effect on the on May 9, 1979 which is reported at 84 F.R.D. 465-482. Mr.
predictability and expense of patent litiga- Whitney and I were privileged to participate in this panel
tion, thereby removing these factors as even discussion together with Daniel J. Meador, who was at that
arguable bases for creating a single court time Assistant Attorney General for Improvements in the
of patent appeals § Administration of Justice and who was the Administration's
5 The dialogue in professional circles which i primary spokesman in advocating the creation of a single Court
has ensued since the Department of Justice f of Patent Appeals.
) Predictability and expense are interdependent and
first made concrete proposals with regard to :
. i have been fundamentally impacted by the reexamination legislation,
a single court of patent appeals has made it ;
| 35 U.8.C. 301-307. Forum shopping has, from the outset,
clear that, at best, such a court would not %
: been overblown and, to the extent that it exists, would continue
eliminate forum shopping; it would simply
to do so in a more aggravated form if the proposed court were
substitute a new and less desirable type of i
. created.. Lack of uniformity among the circuits is currently
um shopping for that which arguably exists -
fox shopping ) remedied by the self-corrective process of the circuits
today. exchanging views until a given proposition emerges as the
o . majority rule; rigid uniformity is not a desirable goal and
A Brief Review rational diversity is part of the genius of the federal system.
The reasons most frequently given in support of I will discuss these matters in somewhat more detail.
establishing a single Court of Patent Appeals are, in
Predictability and Expense
It cannot be denied that predictability is

directly dependent upon the amount and quality of knowledge
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possessed by the person attempting to make the prediction.
This is reflected in mundane matters such as athletic events
in which it is important to know which players are injured,
who will pitch, etc., to aid the predictive effort in attempt-
ing to pick a winner. In science, this is reflected in the
scientific method of proceeding first from a hypothesis (a
tentative prediction which is recognized to rest on an
inadequate amount of provable facts) to a theory (a predic-
tion considered to be fairly reliable, but which is still
recognized to be based only upon a preponderance of the
evidence such that the acquisition of additional facts might

require that it be modified) to a scientific fact (that which

has been proven beyond a reasonable doubt) .

In the case of patents, the issuance of a patent,
pPrior to enactment of the reexamination legislation, resulted

only in the hypothesis that the patent might be valid. This

is not a criticism of the Patent and Trademark Office nor
of the patent applicant, but merely an indisputable fact of
life resulting from the nature of the patent examination
.Process as it existed for approximately two centuries and
éhe resources of the parties involved in the patent applica-
tion and examination process.

To explain, the question of whether a patent is
valid depends on the degree to which the invention upon which
the patent is based is innovative. This, in tufn, depends
upon how different from or similar to that invention is from
the prior work accomplished by others. - This prior work is
frequently referred to by the courts as "prior art".

It is almost always the case that the prior art
known to the patent applicant and to the Patent and Trademark

£fice at the time a patent application is examined by the

Office does not include extremely important items of prior
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art which are not readily available and which can be fopnd
only by expensive and wide ranging searching. However, when
a patent is litigated, it is because the invention covered by
that patent has become economically important enough to justify
and permit the expenditure of large sums of money in searching
for, usually with success, items of prior art which are more
pertinent than the prior art found by the Office. For this
reason, there are countless reported decisions which hold that
the statutory presumption of patent validity, 35 U.S.C. 282
created by the Congress, is dissipated when even one item of
prior art more pertinent than any cited by the Patent Office
is presented to the court.
Thus, the unpredictability which has indeed been

chronically associated with patent litigation is a function
of imperfect knowledge of the pertinent facts at the time the
litigation commences, not any inadequacy on the part of the
courts and particularly not the courts of appeal. Furthermore,
because prior to the reexamination legislation being enacted
the claims of a patent were frozen by the issuance of a patent
such that if the patentee erroneously claimed too broadly, he
had substantial difficulty in remedying this problem because
it was often not possible to meet the requirements of the
reissue statute, 35 U.S.C. 251. In addition, those parties
having an interest adverse to the patent had no standing to
invoke the examination process of the Patent and Trademark

ffice with regard to an issued patent and were vulnergble to
the often crushing expense of litigation if suit were brcught
by an unprincipled patent owner. The reexamination legisla-
tion essentially removes these problems. Now, hoth the patent
owner and the party with an interest adverse to the patent
nave the right to invoke further administrative action by the

Patent and Trademark Office by seeking reexamination. Once

5% e
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this reexamination has been completed, there will be a further
administrative action by the Office which will vastly increase
predictability because this further action will have been
taken with an increased knowledge of the facts. This increased
predictability will necessarily reduce the amount of patent
litigation in the courts because the single greatest incentive
to litigate is uncertainty of result.

Furthermore, in patent infringement actions, the
major component of expense is not attributable to the trial
of the aétion, but rather to the discovery which has taken
place prior to trial. It is safe to say that reexamination
will have a truly enormous impact in reducing this discovery
expense. The expense of search for prior art will be present
no matter what system exists, but now, rather than taking long
and expensive depositions of inventors, experts and others to
provide the evidence upon which a court will be asked to decide
the issue of patent validity, reexamination will permit submis-
sion of the prior art to the Patent and Trademark Office together

with the argument of counsel, a vastly less expensive process.

Because the technical expertise of the Patent and Trademark Office
permits it to understand the prior art and the parties' arguments
relating to the prior art, the great expense involved in such

depositions will not be a part of the reexamination process.

Finally, because reexamination will give the courts
an adequate and meaningful administrative record with which to
work, the trial of patent cases will be simplified and less
expensive. Prior to reexamination, the most important validity
questions in virtually every patent litigation matter involved

prior art which had not been previously considered by the Patent

and Trademark Office and as to which the court did not have
the benefit of the view of the Office, much less.an admini-
strative ruling on the validity issue. This undesirable situ-

ation is now a part of history.
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Forum® Shopoing

The arguments made by proponents of the single
Court of Appeals for patents relating to forum shopping are
seriously exaggerated. I speak as a lawyer who has devoted
his entire professional life to the litigation of patent
matters. In that time, I have filed well over 100 complaints
charging patent infringement or seeking declaratory judgment
of patent invalidity anéd/or noninfringement. "Forum shopping"
as that term is generally understood, i.e., the choice of a
forum because that forum can reasonably be expected to rule
in favor of the party choosing it, has never played a role in
my selection of a forum because, as a realistic matter, it is
impossible té find a forum where the objective sought, a
favorable result by reason of choice of forum, can be achieved.
In this regérd, it is important to point out that, to the
extent that lawyers do indulge in daydreaming about forum
shopping, it is the trial courts, i.e. the district courts,
not the courts of appeals, which must be viewed as having
controlling importance.

In the real world of patent litigation, forum
selection for a plaintiff-patentee is rather narrowly circum-
scribed by the patent venue statute,; 28 U.S.C. 1400(b), which
restricts the choice of forum to that location where the
defendant is incorporated or has his principal place of
business or to a location at which the defendant has committed
acts of infringement and has a regular and establisped place
—6f business. Thus, in a typical case, there are very few

locations which can even be con$idered as a possible forum

for a patent infringement action. As a result, forum selection

in patent infringement actions turns on (1) convenience and
(2) avoidance of notoriously inadequate or erratic district

court judges. Such selection involves only the avoidance of
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inconvenience and, if possible, trial judges whom the lawyer
views as unacceptably deficient. Since the circuit courts of
appeal are regional in nature and since many business operations
are regional in nature, such forum selection often involves
alternative locations within a single circuit.

In my experience and to my knowledge there was, for
a period of several years, one entire circuit as to which the
conventional wisdom was that it should be avoided because that
circuit, after experiencing two reversals of holdings of patent
validity by the Supreme Court, appeared to be suffering from a
backlash effect which was viewed as inhibiting it from holding
any patents valid. However, I believe that all patent attornevs
would agree that that problem, if it truly did exist, ceased to
do so at least five years ago.

There are those who argue that forum shopping must
be the inevitable result of the statistical disparity in the
percentage of patents held valid over any given period of

time in each of the circuits. With the possible exception of

"the avoidance of a circuit which appears to have lost its

objectivity, no experienced patent litigator would accept this
view. It is tantamount to suggesting that, given the results
of baseb;ll endeavors during the 1970's, Cincinnati must be
blessed with exceptionally fine umpires. The predominating
causative factor in the outcome of patent litigation is the
guality of the invention which determines the quality of the
patent. Reexamination will reinforce this situation because
it will improve the quality of patents which are granted on
inventions of guality.

Thus, forum shopping under existing law is not a
significant problem in patent infringement actions; I believe
it can be fairly characterized as trivial. In any event, since

forum selection considerations center on the trial court rather

At
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than the appellate court, creation of a single Court of Appeals
for patents would have an insignificant effect on a matter
which is itself insignificant.

Much more importantly, creation of a single Court of
Patent Appeals would create a more severe forum shopping problem
than any which exists at the present time. Under the proposed
legislation, any non-patent matter which is joined with a
patent matter would be within the jurisdiction of the Court
of Appeals for the Federal Circuit. If the Court of Appeals
for the Federal Circuit is to be rationally staffed) it will,
as the Court of Customs and Patent Appeals presently does,
include among its judges a significant number drawn from the
patent bar to enable it to discharge the responsibilities of
its specialized jurisdiction by benefiting from the expertise
of judges whose experience and training makes them particularly
competent to decide matters coming within that specialized
jurisdiction. However, and this is the problem with any
specialized court, there is an inevitable trade—off here. To
the extent that patent~trained judges are preferable for deciding
patent matters, they will probably, although not necessarily, be
less so for non~patent matters. Of the matters which are often
joined with patent matters, antitrust causes of action are
the most frequent. Thus, there can be no doubt that the Court
of Appeals for the Federal Circuit will become a Twelfth Circuit
which will generate a substantial jurisprudence relating to
antitrust issues. However, since the appellate jurisdiction
of the Court of Appeals for the Federal Circuit would be
national rather than regional, severely undesirable anomalies
would be very likely to occur. For example, the Ninth Circuit,
whose jurisdiction includes California, has long adhered to

the view announced in Lessig v. Tidewater 0il Co., 327 F.2d 459

(1964) that an "attempt to monopolize" is actionable under the

Sherman Act even if it is not directed to a definable relevant
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market. Every other circuit which has considered this ques-
tion, and there are several, has disagreed and has‘held that,

in order to be an actionable attempt to monopolize, the

attempt must be directed to a definable relevant market.

This majority view has emerged because, in the view of most
commentators as well as most judges, it makes more sense.

Thus, it is reasonable to expect that the Court of Appeals

for the Federal Circuit would adopt the majority view on this
question. What, then, would be the fate of a Californian
charged with an attempt to monopolize? If this charge

was not made in conjunction with a charge of patent infringement,
the Ninth Circuit standard of Lessig would apply. However, if
the attempted monopolization charge were joined with a patent
infringement charge or if the defendant counterclaimed for
patent infringement and/or declaratory judgment of invalidity .
of plaintiff's patents, the different standard of the majority
view would apply. Thus, the same acts committed by the same
entity in the State of California might or might not constitute
an attempt to monopolize actionable under the Sherman Act
dependent upon whether plaintiff or defendant chose to inject

a patent infringement question into the suit!

Similarly, in every other instance where the view

of the Court of Appeals for the Federal Circuit on a non-
patent matter differed from the view of the regional Court of
Appeals for the circuit in which the district court was located,
astute lawyers would choose, by way of complaint or counterclaim,
to inject patent infringement issues to secure the jurisdic-
tion of the Court of Appeals for the Federal Circuit if its
view was favorable to their client's position.  This would
.have two highly undesirable effects which are:

1. It would generate unnecessary, expensive and

time~consuming patent litigation for purely
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tactical reasons, thereby increasing the bur-

den on the courts.
2. Since either plaintiff or defendant would be

able to inject a patent issue into an antitrust

suit if it eleéfed to do so, in most cases at

least one of the parties would elect to do so

and, in time, a large majority of the appeals

in antitrust cases would, because the case also

involved patent issues, go to the Court of

Appeals for the Federal Circuit; a (largely)

single Court of Antitrust Appeals would then

have been created even though it was a single Court

of Patent Appeals which was intended.

Similar forum shopping would occur with regard to
other non-patent causes of action, always.with the effect that
an increase in the amount of patent litigation would be encour-
aged if either plaintiff or defendant wanted to change appellate
jurisdiction from the regional Court of Appeals to the Court of
Appeals for the Federzl Circuit. Any legislation which encour-
ages the bringing of actions for tactical reasons is difficult
to justify and this is especially so when the encouraged
litigation is patent litigation which is so expensive for

the parties and so time-consuming for the courts.

Uniformity

Uniformity, without more, i.e., without regard to
whether the uniformity produces beneficial or detrimenta%/
results, is quite plainly not a desirable objective. The
diversity fostered in so many different ways by our federal
system has proven itself to be extraordinarily useful and
beneficial. To the extent that the present Circuit Courts of
Appeal differ with each other from time to time on points of

law, the legal system as a whole reaps the reward that various
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ideas are able, in the words of Mr. Justice Holmes, to ''compete
for acceptance in the marketplace' such that the law is refined

and grows in a rational and just manner.

In marked contrast, for all of its accomplishments,
it was the disgrace of the English common law that the dead

hand of stare decisis often worked great unfairness because of

the English courts' great reluctance to depart from the prece-
dent set by earlier decisions, even when it was recognized that

they were wrongly decided..

Thus, it is contrary to the American tradition and
contrary to the lessons taught by the experience of many
centuries both here and in England to create a court which will

engender rigid and monolithic uniformity in the law of patents.

To paraphrase Voltaire, "I may disagree with any
given decision by one of the existing Circuit Courts of
Appeal, but I will defend to the death a legal system which
_provides the opportunity for another Circuit Court pf Appeals
to decide the guestion differently without being bound by
wrongly decided precedent."

Sumary

" The proposal for creation for the Court of Appeals
for the Federal Circuit was made with the best of intentions.
In fact, we patent lawyers are somewhat unusual in the legal
profession because we routinely represent both plaintiffs and
defendants in patent matters. Thus, it is fair to say that
all of us who h&ve offered our testimony to you have the best
interests of the patent system, which is extraordinarily valu-
able to the technological progress of this nation)and the
judicial system at heart. We differ only on how those interests
may best be served.

Let there be no doubt that the legislation which you

4]
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are presently considering is not a minor restructuring of the
courts, it is major legislation which will have a wide-ranging
impact on patent and non-patent litigation. It will also, as
Messrs. Whitney and Zelenko have so cogently pointed out, set
an important precedent with regard to the creation or not of

specialized courts.

ATTACHMENT A
PREPARED STATEMENT OF BENJAMIN L. ZELENKO

Mr. Chairman and Members of the Subcommittee:

1 am Benjamin L. Zelenko, a practiaing attorney in Washington, D.C.
and the Chairman of the American Bar Association Special Committee on
Coordination of Federal Judicial Improvements. Both the Association and
1 appreciate the invitation to share with you our interest and concerns
about H.R.3806, S.1477 and similar measures to establish a Court of
Appeals for-the Federal Circuit and a United States Claims Court. I am
accompanied by Mr. George W. Whitney, Chairman of the Committee on Patent
Litigation of the ABA Section on Litigation and also President-Elect of
the American Patent Law Association. Mr. Whitney is an experienced patent
1itigator, whose experience and background can provide a helpful perspec-
tive on the subject at hand.

At the outset, I want to add my personal commendation to the Subcom-
mittee and its Chairman for determination and Teadership in the cause of
developing a more effective federal court system. This objective also is
a central concern of the American Bar Asso;iation. We believe it is the
duty of the organized bar to contribute constructively to the improvement
of the court system and of the administration of justice generally.

Improving access to justice requires not only a commitment to judicial
reform. and innovative ideas but also a thoughtful analysis of the costs and
benefits of proposed change. In that spirit, our Committee undertook to
study the legislation to restructure this sector of the federal appellate

courts.

LS
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We began our examination more than a year ago. Then, in August, 1979 at

the ABA Annual Meeting, I chaired a special meeting of representatives of

a number of Association entities held to discuss S.1477, legislation which,
in part parallels H.R.3806. Thereafter, the Special Committee was asked to
perform its coordinating function and prepare a report on the proposed appel-
late court restructuring. A variety of Association entities were invited by
the President of the Association to contribute their views. These included
the Sections of Administrative Law, Antitrust Law, Corporation, Banking and
Business Law, Criminal Justice, General Practice, Labor and Employment Law,
Litigation, Public Contract Law and Taxation; copies of our draft report
were also sent to the JudiciéluAdministration Division, Standing Committees
on Customs Law and Environmental Law and the Special Committee on the
Delivery of Legal Services. The Chairman of each of these entities was
requested to submit views to the Chairman of the Special Commijttee.
Thereafter, the Special Committee drafted its Report and Recommendation,
which was submitted to the House of Delegates of the American Bar Association.
At the Midyear Meeting in Chicago in February, 1980, the recommendation of
our Committee was adopted. It reads:

BE IT RESOLVED, That the American Bar Association disapproves
creation of a Court of Appeals for the Federal Circuit and a United
States Claims Court as provided in the proposed Federal Courts
Improvement Act of 1970 (S.1477), and the creation of a United
States Court of Tax Appeals as provided in the proposed Tax Court
Improvement Act of 1979 (S.]GQ]?; and

BE IT FURTHER RESOLVED, That the American Bar Association
recognizes the continuing need to study and evaluate administrative,
procedural and structural reforms of the federal judiciary and is
dedicated to cooperate with the Congress, the Executive Branch and
the Federal Judiciary in developing innovative reforms to assure
improved access to justice.

It should be stressed that no floor amendment or modification to our

recommendation was offered when our report was considered.

Qur report noted the differences of views among the patent practi-
tioners. The Litigation Section and its Committee on Patent Litigation
ppposed the creation of an appellate tribunal with nationwide appellate
Jjurisdiction. The Section of Patent, Trademark and Copyright Law sup-
ported the new court in principle. Clearly, there are differences of

opinion as to the wisdom or need for the proposed appellate court revi-
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sion, and these conflicting views were fully considered by the Associa-
tion in formulating its position.

The creation of a twelfth Judicial Circuit Court of Appeals is said
by its proponents to make only a modest change in the federal court
appellate structure. It would reduce the number of appellate tribunals
and provide a single forum for the definitive adjudication of certain
cases. The new court of appeals would absorb the business of the United
States Court of Claims and the United States Court of Customs and Patent
Appeals.. It would have exclusive jurisdiction over all appeals in patent
cases and from the Merit Systems Protection Board.

The bench of the new court would consist of twelve article III judges;
and, as a transitional provision, the bill provides that the new court
would be composed of the existing judges of the two courts whose combined
Jurisdiction it will possess. The bill also would establish a new trial
court, the United States Claims Court, that would assume the functions of
the trial division of the existing Court of Claims. The bill would autho-
rize the President to appoint, with the advice of the Senate, 16 judges to
constitute the United States Claims Court. These judges would serve under

article I for 5 term of 15 years. As a transitional measure, the bill

provides that persons serving as Commissioners of the United States Court
of Claims would be judges of the United States Claims Court.

The Senate Judiciary Committee in its report on 5.1477 has also
pointed to administrative efficiencies and economies that would result
from consg]idation nf the two courts. As I have mentioned, the desira-
bility of creating this new appellate court has been carefully examined by
several components of the Association including the Special Committee. In
addition, the subject was extensively discussed during the August, 1979
meeting in Dallas, and sharp differences of opinion among various compo-
nents of the Association were revealed.

For example, the Section of Patent, Trademark and Copyright Law

adopted a resolution favoring in principle legislation that would confer
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exclusive appellate jurisdiction on a single federal court of appeals in
patent litigation. Although it did not expressly endorse the appellate
court proposed in S.1477, the Section explained its position favoring a
national appeliate forum on the basis of a need for doctrinal uniformity
and certainty in patent litigation and to eliminate forum shopping. The
Section of Public Contract Law indicated its endorsement of the proposed
new court of appeals and of the new United States Claims Court. However,
the Section urged that the new Claims Court be constituted as an article
III rather than an articie I court, as did the Standing Committee on
Judicial Selection, Tenure and Compensation. It also urged that existing
tax refund jurisdiction be retained in the Claims Court. By amendment to
S.1477 on the Senate floor, tax refund jurisdiction was conferred on the
new United States Claims Court. The floor amendment also provides that
an appeal of a tax decision from the United States Claims Court would
-1ie to the home circuit of the taxpayer.

On the other hand, the Section of Litigation and the Section of
Labor and Employment Law disapproved the creation of the new appellate
tribunal. The opposition of the Section of Litigation can be summarized
as follows: (1) proporents have not demonstrated persuasively that there
is a serious problem with conflicts in the circuits in those areas of
substantive law that would be assigned to the new court; (2) the new
court would not have any significant impact on reducing the present case-
loads of existing courts of appeals; and (3) although a degree of uni-
formity in the field of patent law would result, this benefit is not
sufficient reason to restructure the appellate tier in the manner pro-
posed. In sum, the Section of Litigation was unconvinced that the new
appellate court would meet any demonstrated current need.

In further support of its proposal, the Senate Committee report
notes: "A major purpose of this bill is to create a forum to which
Congress can route cases where there is a felt need for uniformity in

the national law..." (S. Rept. 96-304 at 14). On this point, several

o}
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Association entities expressed a concern that what may appear today as

a modest rearrangement of the jurisdiction of two existing tribunals

may in the future become a specialized appellate court with expanding
national jurisdiction. Since the Association is presently on record in
support of the establishment of a National Court of Ap:eals, the creation
of a new twelfth Circuit Court of Appeé]s with jurisdiction over 95
district courts as proposed in S.1477 and H.R.3806 may have -broad unin-
.tended consequences which undercut the rationale for the national court.

Another question arises with respect to whether the judges of the new
Claims Court should be appointed under article I1I or under article I.
Although there is a sharp division of opinion on the question, our view
was that such judges should serve for a term of years comparable to the
tenure of judges of the Tax Court.

Clearly, there are divisions of opinion within the organized bar con-
cerning the wisdom and need for this new appellate court. The benefits of
doctrinal stability in the patent law are not, in our opinion, sufficient
reason to support the proposed appellate restructuring. We also question
whether the new Court of Appeals for the Federal Circuit will have suffi-
cient caseload to justify its creation. If such a new appellate court is
created, a controversy arises over the status of the judges of the new
Claims Court. There seems to be a consensus in the Association that the
creation of the new court offers a far-reaching solution to a limited
problem. In this context, we recommend that the Subcommittee disapprove
the creation of the proposed new appellate court at this time. If there
is a jurisdictional need established wherein such a court could relieve
circuits of pending caseloads, then the question should be reexamined.

In sumn, we do not believe there is a demonstrated need for the enact-
ment of the proposed legislation. Moreover, as proposed in H.R.3806,
federal appellate restructuring can have adverse unintended consequences.
Establishment of a court with exclusive appellate jurisdiction over

specific subject matter represents a significant departure from_

et
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The Section Chairman appointed an ad hoc committee, of which I was a

existing practice. It should not be undertaken unless an overwhelnin member, to arrange to meet with attorneys in OIAJ to communicate the con-

case has been made. Accordingly, we believe such revisions ShOU]d ot cern of the Section over the proposal for a new specialized court of appeals

be undertaken at the present time. R and to try to modify that proposal, i1f possible. The Committee held such

Thank'you. ? ; a meeting on October 26, 1978. While the meeting produced no tangible

ATTACHVENT B results, it did provide a useful exchange of information. When the Depart-

ment of Justice incorporated a modified version of the proposal for the

v

PREPARED STATEMENT OF GEORGE W, WHITNEY

new specialized court of appeals into proposed legislation, the Council of

Mr. Chai i . . . . :
atrman and Members of the Subcommittee: the Section again considered the matter at its January, 1979 meeting, and

I am Georgé W. Whitney, a practicing attorney from New York City and

the Council expressed its unanimous disagreement with that proposal. The
the Chairman of the Committee on Patent Litigation of the American Bar

Council, speaking on behalf of the Section, continues to oppose that pro-
Association's Section of Litigation. I am also the Chairman-Elect of

posal. Its position was later adopted and endorsed by the Special Com-
the American Patent Law Association. I appear before you today, however,

mittee on Coordination of Federal Judicial Improvements under the chair-
with Benjamin Zelenko on behalf of the American Bar Association to voice .
manship of Ben Zelenko, and then by the ABA House of Delegates.
the Association's views on proposed legislation to create a new United

. The reasons for the Association's opposition to the proposed United
States Court of Appeals for the Federal Circuit -- H.R.3806, H.R.4044,

States Court of Appeals for the Federal Circuit can be succinctly stated:
and S.1477.

First, there is a general consensus that limiting jurisdiction on
At the outset, I would like to recount briefly the history of the . . . . s os s
appeal in certain categories of cases to a single specialized court will
development of the American Bar Association's policy in this area. The ined
inhibit rather than promote the orderly development of legal principles
Council of the Section of Litigation, the second largest section of the ; : $37194
relating to those substantive areas. The argument in favor of a specialized
Association, first considered the various provisions of what has now been . . ;
court to hear all appeals in particular areas of substantive Taw appears
introduced as the Federal Courts Improvement Act of 1979 at its September, . §
. to be that such a court would eliminate the present problems of conflicts
1978 meeting on the basis of certain written proposals made by the Office : . :
among the various courts, thereby reducing uncertainty as to what con-
for Improvements in the Administration of Justice (OIAJ) of the Depart- ' . :
trolling law is and reducing the incentive for forum shopping. The ABA
ment of Justice. The proposal of OIAJ that attracted the most interest

. does not believe that such a result, if it were achieved by the proposed
and became the focus of discussion was the proposal to create a new United

the workload of existing courts of appeals that there is no reason to

States Court of Appeals that would have exclusive jurisdiction for appeals & .
believe that appellate judges presently hearing such appeals cannot master

in certain specialized areas of law. At that time, OIAJ proposed to give

' ! -the elements of patent law necessary to resolve such matters.
the new court of appeals exclusive jurisdiction, among other matters, over :

: 4 ! The evolution of the proposal for the Court of Appeals for the Federal
appeals in patent, tax and environmental cases from district courts through-

Circuit from the initial proposal issued by OIAJ to the legislation pending
out the country. The discussion at the September, 1978 Council meeting

s before the Congress seems quite clearly to demonstrate that the proposal
revealed substantial opposition to the creation of such a specialized

is li+tle more than a solution in search of a problem. . OIAJ rather quickly
court of appeals.

dropped its suggestion that env{rbnmenta1 law appeals be assigned to the
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new specialized appellate court as soon as significant opposition developed
in those segments of the bar spebia]izing in environmental litigation. And,
after dropping environmenta) law appeals from jts proposal, OIAJ seemed to
scurry around rather desperately to find additional categories of appeals

to include within the jurisdiction of the new court so that the new court
would appear to have an adequate caseload. If there was a principled basis
for including environmental law appeals within the jurisdiction of the pro-
posed new court, the mere opposition to that proposal by segments of the
Titigating bar should not have caused OIAJ to beat such a hasty retreat.

A final concern of the American Bar Association is the Justice Depart-
ment's acknowledgment in written statements and in testimony before the
Senate that, in its present form, the proposal to create a Court of Appeals
for the Federal Circuit is only a foot in the door. The Justice Depart-
ment, through its various spokesmen, has acknowledged that, once in place,
a Court of Appeals for the Federal Circuit could become a dumping ground
for jurisdiction over any other categories of cases that the Congress
wished to assign to such a court. The realities of the legislative process
are that the most difficult battle to win is the battle to create a new
agency or a new entity. However, once that battle is won, it is very
difficult to keep the new entity or agency from expanding its reach or
authority over matters not contemplated when it was created. The American
Bar Assocjation is genuinely concerned that what now appears to be a
modest proposal for creating a specialized appellate court could evo]ve
into a court of ever-expanding jurisdiction without any serious considera-
tion given to whether such expanded jurisdiction-is wise or desirable.

Last fall, the Senate Judiciary Committee approved S.1477 and referred
it to the Senate floor. Title IV of that bill -- which was introduced by
Senators Kennedy and DeConcini as the legislative redraft and successor to
the earlier bills entitled "Federal Court Improvement Act of 1979," 5.678,
and the "Administration Bi11," S.677, originally prepared by the Justice
Department -- was passed by the Senate on October 30, 1979.
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As forthrightly stated by Professor Meador in his testimony before
the Senate subcormittee on March 20 and May 7, 1979: A central purpose
of this bi1l is to create an appellate forum capable of exercising jdris-
diction over appeals from throughout the country in areas of the law
where Congress determines that there is a special need for national uni-
formity...(and) to which it can route categories of cases as needs and
conditions change."

The Court of Claims and the Court of Customs and Patent Appeals --
both Tocated in the same courthouse on Washington's Lafayette Square --
seem to be readily available sources of judicial and administrative staff.

The problem: What do you add to the current dockets of the two
Article III Courts to Justify combining them? Do you have to create
additional, exclusive, subject matter Jjurisdiction? The Jusficé Depart-
ment and the Senate Judiciary Committee answer affirmatively. My answer
is NO. The same number of judges, staff and courtrooms can continue to
handle thg same combined number of cases, and more when appropriate.

_ From the time the Meador proposals -- forerunners of 5.1477 -- were
fir;t broached on July 21, 1978, the Justice Department viewpoint (drawing
on the extensive earlier consideration of specialized appellate forums
and the ‘proposal for a third-tier National Court of Appeal) has been "that
law and justice are likely to be better served through appellate tribunals
which are not limited in their jurisdiction to a single category of cases...
(and) undue specialization of courts and judges should be avoided. ™"
(Meador, May 7, 1979)

The C.C.P.A. current Jurisdiction, at least in the area of patents
and trademarks, is the appellate review of quasi-judicial or administra-
tive proceedings. They do not review inter-partes infringement Titigation.

The currently proposed new and exclusive appellate jurisdiction over
S.1338 (patents, plant variety protection, copyrights, trademarks and
pendent unfair competition -- original jurisdiction of United States Dis-

trict Courts) except for "pure" copyright and trademark cases, is an 'ill-
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considered, last-ditch attempt to mute the storm of opposition that
greeted the 1978 preliminary suggestion of patents, environmental, and

taxation cases.

Environmental was the earliest dropout shortly followed by taxation
before the Justice proposal became the Administration proposal. Caught
in a philosophical inconsistency of seeming to create a "specialized court
of appeals,” the drafter toyed with adding diverse subject matter such as
CAB, FAA and certain ICC cases to the proposed docket along with trade-
marks. '

In January, 1979, the draft proposal still included civil tax atters
and, in the intellectual property area, 51{ bf $.1338 with the esccnting
of "pure" copyright cases -- not withstanding that the common law and

state statutory law had been preempted as of January 1, 1978, by the

Federal Copyright Act. In March, the Administration bill, S.677, drojied

civil tax matters, CAB or FAA. The Kennedy-DeConcini bill, S.678, on the
other hand continued the FAA cases, sought to establish a separate tax
appellate structure, and dropped all copyright cases.

The most recent exclusion of "pure" trademark cases evidences a failure
of even a basic understanding of intellectual property law and its litiga-
tion. Unlike patent law and now copyright law wherein common law and state
statutory law have been preempted, trademarks are governed not only by
federal law but also common law and state statutory law. In most trade-
mark litigation, trademark matters are coupled with unfair competition
counts governed by common law and state statutory Taw.

To have such cases reviewed by a single appellate court in Washington
defies the fundamental concepts on which our time-established regional
courts of appeal are based. ' )

The distinction as to “pure” trademark cases would encourage the very
"forum shopping" anathematized by the proponents of the legislation. It

would, of necessity, also create a further lack of uniformity and uncer-

tainty in both federal and state trademark law.

-
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White there may exist highly specialized areas involving regulatory
authority that should better be reviewed at the appellate level in a
single national court based in Washington, proponents of the removal of

established areas of substantive law from the “mainstream” of the ever-

. developing general body of law in which they are intimately entwined

have a heavy burden of persuasion.

It is not sufficient to say that there is "uncertainty” and "lack of
uniformity," therefore we need a single appellate court; especially when
the proponents recognize that, for example, in the patent system the
heart of the problem may well Tie in the original granting and examination
procedures in the Patent and Trademark Office.

As developed by polls and questionnaires during the past two years,
the reasoning for opposition was based on the following viewpoints:

1. Variety of views developed in different circuits on various points
produces review by the Supreme Court and growth in the law; absent oppor-
tunity for diversity of views the law will stagnate and rigidify, raising
the question of whether any case would get to the Supreme Court.

2. Patent Law is just another branch of the law, wherein the general
rule is no specialized courts of appeal from administrative bodies or
Tower courts.

3. No special expertise is needed, especially at the appellate level.

4, Presumed experfise of single Court of Appeals would encourage
attempts to retry cases at appellate level, and encourage the Court to
substitute its judgment for that of the trial court, thereby changing
the standards and level of review.

5. The new court would have a disproportionate load of "complex"
cases.

6. More equitable decisions by courts of general jurisdiction.

7. Patent appeals de minimus load 6n Circuit Courts of Appeal.

8. Appeal in a patent case should be to the Court of Appeals that

hears all the appeals from the specific District Court is thereby in a
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better position to review the evidentiary and procedural aspects of the
case.

9. Docket of the proposed court would be unattractive to high qualit}
lawyers.

Those favoring the proposal expressed the following views:

a. One well-educated court would eliminate some prejudices of Courts
of Appeals and willingness to ignore trial testimony and findings and
reconsider all issues at appellate level.

b. Current lack of understanding of patent laws -- new Court would
be more fair and certainly better for patents.

c. Expertise, consistency and reduced pendency, but caveat that
patent lawyers might well not be selected and without their expertise
the patent system could be harmed.

d. Single court would give patentee a better chance.

e. Bring technical experfise and interest to patent appeals and
promote uniformity in application of 35 U.S.C. §§102 and 103, while
avoiding criticisms of a special Court of Patent Appeals.

Both groups responding to the polls have wide ranges of experience,
although the proportion having over fifteen years experience opposed the
proposal on a three-to-one basis.

However, we respectfully submit that PATENTS, TRADEMARKS, UNFAIR
COMPETITION, RELATED ANTITRUST AND COPYRIGHT do not properly fall within
categorieé of substantive law that should be removed from the develop-
mental mainstream of the law in which they are being formed and reformed
on the time-proven anvil of regional courts of appellate review by a
generalist judiciary cognizant of regional as well as national needs énd
of the overall spectrum of the laws regulating our highly developed

industrial and commercial society through which Congress has sought to
balance the long established national policies of free competition and
encouragement of innovation.

My personal comments are based on over thirty years of experience as
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an active practitionsr in the patent, trademark, unfair competition and
antitrust fields. As.a litigator I have for more than twenty-fiye of
those years (and am now) on one hand aggressively asserted proprietary
rights and on the other vigorously defended against the assertion of such
rights. My firm -- in which I have been a partner for 20 years and
associated with for twenty-eight years ~- and I represent individuals,
small companies and gianf multi-billion dollar corporations. Because

of these diverse interests, my predilections are strongly to a middle-of-

the-road approach to proprietary rights. 1 be]ieve.fn the system and 1

“want it to continue to work in the public interest. It must be flexible

and adaptable to the changing economic world and the overall body of law,
of which it is only a small part, and its judiciai administration cannot
be biased in either a pro or anti-patent direction.

The patent and trademark systems whi]e working well 'in this country
for almost two hundred years do have problems. My colleagues are properly
concerned, as am I, with the complex, lengthy, expensive and uncertain

nature of the enforcement of patent rights, and as Leo Levin testified on

the opening session of the Senate hearings -- "innovative, creative efforts at

arriving at a practicable solution" to those problems is appreciated and
should be highly commended. There must be both legislative and judicial
effort in that direction.

The battle cry of the proponents of exclusive appellate jurisdiction
for inteliectual property law such as patents, trademarks, éopyrights, and
unfair competition is "uniformity" and "certainty." As a litigator and
one interested in establishing and enforcing VALID proprietary rights, I
remind this Committee and my colleagues-at-the-bar that that is a two-
edged sword. It wasn't too many years ago that the CCPA was not held in
the high esteem that it is today. As Deputy Assistant Attorney General
Hugh Morrison stated in testifying in favor of stronger judicial control
in the July, 1978 hearings before the National Commission for the Review
of Antitrust Laws and Procedures - "The system as it is set up, at least

in my view, is okay. It's a people problem."

P
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Judge Newman in his testimony on March 20, 1979 before the Senate

expressed a caveat that "patent cases often involve antitrust claims or
_defenses not necessarily appropriate for a court of patent expertisa"”

and suggested that issues other than patent validity and infringement
such as antitrust issues be left for appeal to the present courts of
appeals "with their more generalist approach."

1 submit that patent cases today are so intertwined with issues of
antitrust, unfair competition, misuse, fraud in the enforcement, fraud
in the procurement and a plethora of contract issues that appellate review --
fundamentally issues of law, not fact -- should be by generalists.

Considering trademark law, which has only just been added as an
afterthought to fill up the crack on removal of environmental law and
civil tax jurisdiction from the proposed CA Federal Circuit, there is even
less justification for removing it from the mainstream of appeliate review.
Most problems of trademark Taw involve common law rights both federal and
state, federal and state statutory law and unfair competition. It is
essential in such cases that the appellate reviewing authority be not far
removed from the nuances of such regjonal and local law and the predilec-

tions of the trial court. This is particularly true at the first appellate
level. "

I commend to your serious consideration Judge Newman's suggested alter-
native approach to handling the problem of conflicting results on issues of
federal statutory construction. On page 10 of his formal presentation on
March 20 before this Committee, he suggests as "a modest and far less con-
troversial step...some formal mechanism to call these conflicts explicitly
to the attention of the Congress."

Furthermore, 1 do not find cause for alarm in the frequently cited
statistics as to invalidity holdings on patents. As quoted very recently
in the Draft Report of the Advisory Subcommittee on Patent and Information
Policy of the Advisory Committee on Industrial Innovation on which my
colleague Don Dunner served, Chief dudge Markey of the CCPA suggests that:

“the number of appellate patent decisions does not represent a
statistically valid sample of U.S. Patents.

9
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“The number of patents adjudicated by the appellate courts

between 1968 and 1972, for example...{was) less than 2/10 of
1% of those issued.

vver tne ten years from 1968 to 1977, only 622 patents were adjudicate<
by the 11 circuit courts of appeal and the Court of Claims of which 25.7
were held valid and infringed, 57.7% invalid and 10.8% nut infringed.

In Germany in 1975, 90 patents were challenged for invalidity -- 1|
believe at Teast in most instances in the special patent court --, 22°
were found invalid and another 19% partially invalid.

Do we really want to have a higher rate?

Staying with that Advisory Committee report, reference is made by its
Chairman Bob Benson to a recent article pointing out that "many of our
great inventions represented relatively minor structural deviations from
the impractical or unsatisfactory forerunner -- the electric lamp, barbed
wire fence, telephone, induction motor and air brake." The involved patents
were upheld in Court after extensive litigation.

The recent position paper of the Industrial Research Institute in sup-
porting a single appellate court to achieve this uniformity and certainty
also emphasizes the need to "speed up litigation and reduce the costs."

The place where that can best be done 1s at the trial court Tevel.

At the appellate level, the parties in patent, trademark, copyright and
_unfair competition cases submit the same size briefs, have the same 20

to 30 minutes to argue their respective points of law and have the same

briefing schedule. Bearing in mind that these cases at best account for

only one to three percent of total appellate court load -~ where is the

burden on the system?

-

Earlier in my testimony, I cited the results of a poll taken regarding
improvements in federal appellate procedure. 0QOverall, the poll reflected
61% opposition to the specific proposal under consideration.

An even stronger opposition was generated in response to an early
effort to eliminate the dual routes of appeal in patent and trademark cases.
The bulk of such cases proceed from the administrative procedures in the
Patent and Trademark Office on the basis of the written record. However,

there is a need and a current opportunity to go forward de hovo with live
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testimony and cross-examination (not otherwise available). This right,
while not too frequently used, is deemed highly important by substantial
portions of the patent and trademark bars {Recent polls of specialized
bar groups).

Some have criticized such polls as being dominated by patent and
trademark litigators. I can only say that we are the ones that live in
the crucible of the system. We don't want it any more hazardous than it
is. We do want to improve it. I do not believe that the current proposal
as to exclusive appellate jurisdiction is the answer. It can best be

described as - A REMEDY LOOKING FOR A PROBLEM.
The patent and trademark bars recognize that there are problems that

are susceptible of resolution. Please give us the opportunity to use our
.expertise to help find the solutions.
I call your attention to the interchange between Senator DeConcini and
Dean Griswold during Dean Griswold's testimony bafore the Senate Judiciary
Commi ttee on March 20, 1979:

_ "Senator DeConcini: - Do you think the bills are setting our
sights too Tow?

"Dean Griswold: - Senator, my thought about that has been

that I would like to get the camel's nose in the tent.
3 3 b

to provide the entering wedge.
*. ok ok

If we try to make it too broad now, we will concentrate
the opposition.”

Chief Judge Markey of the Court of Customs and Patent Appeals on May 10,
1979, testified that if the sole purpose was "to remove non-uniformity and
forum shopping from Patent Law, the obvious, simplest, and most economic
means would be to transfer...appeals in patent cases to the {CCPA) . ***Should
courts adopt a broader interest in the problem, and in greater employment
of the unique technical capabilities of the CCPA, it may wish to consider
direction of appeals in other technically oriented cases to that court."

In summary, we believe the case has not been made for the proposed
new court, that the proposal raises serious questions, and that your Sub-

committee should oppose creation of the new United States Court of Appeals

for the Federal Circuit.

Xt
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STATEMENT OF HERBERT E. HOFFMAN, DIRECTOR, AMERICAN
BAR ASSOCIATION, WASHINGTON, D.C.

Mr. HorrFMmAN. All of my colleagues at the table here have ad-
dressed themselves to the Court of Appeals for the Federal Circuit,
including Mr. Geriak, who spoke for the American Bar Association
on that issue. I want to call your attention to titles II and III of
this bill, particularly in view of your own background. Titles II and
III,twhich relate to other improvements and changes in the court
system.

I filed a statement, which I ask be made part of the record, and I
Woultd like very briefly to touch on the points made in the state-
ment.

Senator HerLIN. It will appear following the oral presentation of
the panel.

Mr. HorrMman. Title II makes what the American Bar Associ-
ation considers meritorious changes in Federal court governance
and administration. We support the proposed changes in the ap-
pointment and terms of chief judges of the courts of appeals and
district courts, precedence and composition of circuit court panels,
and judicial resignation and retirement.

We have never addressed the question dealt with in part C of
title II of the bill—whether the judicial councils of the circuits or
the courts of appeals should appoint Federal public defenders.
However, since district court judges will be on the councils effective
October 1 of this year, the change may not be quite as “technical”
as it is denoted in the heading of the part.

Part E of title II, providing for the temporary assignment of
justices and judges to the positions of Administrative Assistant to
the Chief Justice, Director of the Administrative Office of the U.S.
Courts, and Director of the Federal Judicial Center, is the only
part of title II to which the American Bar Association objects. We
believe it to be a waste of article III judgepower—without any
demonstrated need, I might add—and therefore undesirable. In our
view, judges should be used to judge.

Title III is in two parts. We support part A which provides for
the transfer of misfiled matters between courts in the interest of
justice. However, we believe it is desirable clearly to make the
provision applicable to appeals as well as original actions.

We disapprove of part B which would provide for uniform rates
of interest. Basically, our position as to the uniform rate relates to
problems with implementation, and our objection to prejudgment
interest is predicated on similar grounds plus the absence of any
demonstrated need to alter current law.

I wish to express iny appreciation for the opportunity for the
American Bar Association to present its views on titles I, II, and
ITI. T would be happy to answer questions you might have.

[The prepared statement and additional material submitted by Mr.
Hoffman follow:]

e o
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PREPARED STATEMENT OF HERBERT E. HorFrman

Mr. Chairman and Members of the Subcommittee:

1 am Herbert E. Hoffman, Directc: of the Washington office of the

"y

American Bar Association and appear to present to you the views of the
Association on the provisions of Titles II and III of S.21, the proposed
"Federal Courts Improvement Act of 1981". With me is Mr. James W. Geriak
of Los Angeles, California, a patent law attorney who will speak to Title
1, which would create a United States Court of Appeals for the Federal

Circuit and a United States Claims Court.

Title 11, entitled "Governance and Administration of the Federal

Courts" is in six parts as follows:

Part A would provide that no judge shall serve as chief judge of a
circuit or of a district for more than seven years, and no judge shall
assume that position unless he is under 65 years of age, has served for
at Teast one year, and shall not previously have been chief judge. Ade- ;
quate provision appears to be made for unusual situations in which the
general policy cannot be followed. Also, chief judges incumbent on the
effective date -~ October 1, 1981, or sixty days after the date of enact-
ment, whichever is later -- are grandfathered. The American Bar Association

supports these changes. I

Part B would assure that precedence and presiding authority among
the judges of a court of appeals will be determined in order of seniority

among judges in regular active service. It would also require that in

P
ordinary circumstances at least a majority of the judges of a panel hearing
a matter in a court of appeals would be judges of that circuit and the
presiding judge would be a judge of that circuit in regular active service. 0

The American Bar Associativa supports these changes.
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Part C would transfer from the judicial councils of the circuits
to the courts of appeals the power to appoiﬁt federal public defenders.
The American Bar Association has not previously addressed these proposed
changes, but I do observe that pursuant to Public Law 96-458 district
court judges will on and after October 1, 1981 be members of the judicial

councils. Therefore, the amendments which are denoted in the bilil as

“technical" may be quite substantive in the minds of district court judges.

Whether the proposed change is nevertheless desirable is a questipn as

to which the American Bar Association has no policy at this time.

Part D would permit resignations of Article III judges for age on
the same basis as retirements are permitted. Currently judges may resign

at full salary only after attaining age 70 and 10 years of service. This

bi11 would permit resignations at age 65 with 15 years of service, as well.

The American Bar Association supports this change, as it does the proposed
amendment to 5 U.S.C. 8334 relating to deposits into the civil service

retiremen? fund.

Part E would authorize active or rétired Judges or justices to be
assigned temporarily as Administrative Assistant to the Chief Justice,
Director of the Administrative Office of the United States Courts, or
Director of the Federal Judicial Center. It would authorize the appoint-
ment of a successor by the President on a temporary basis and would

provide for the judge who accepted the administrative position to resume

his or her judicial position at the conclusion of the temporary assignment.

The American Bar Association opposes this provision as being wasteful of

judicial manpower and because no need has been shown to support the use

~ of an active judge in such an administrative role. As for Senior Judges

accepting such appointiients, there is no need for a statutory amendment.
Actually, there may not be any need for any amendment with respect to
active judges for I find nothing which precludes them from accepting

such assignments, In addition, insofar as the Judicial Center is concerned,

81-714 0—81——11
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existing Taw appears to authorize the Center's Board to select a judge or

Justice, in active or retired status, to serve as Director (28 U.S.C. 626).
Part F would require each court of appeals to publish rules for the

conduct of the business of the court, including operating procedures. It

also would require the appointment of an advisory committee to make re-

commendations concerning rules of practice and internal operating procedures.

The American Bar Association supports this provision of the bil] but o
suggests that the term "operating procedures" be defined or recast so as

clearly to exclude the court's internal deliberations and discussions or

the work products of its clerks. Perhaps using the term "rules for the

conduct of business" or the term "rules of practice" would accomplish this

clarification.

Title III is in two parts. Part A would authorize a federal court in
which a civil action is filed and as to which it finds it has no juris-
diction, to transfer such action to any court in which it could have been
brought at che time it was filed. Transferred causes would proceed as if
they had been filed in the transferee court originally. The American Bar
Association supbort§ this provision but suggests thaf the language be
amended to make clear that appeals as wel] as original proceedings may
be transferred. One suggestion for accomplishing this would be to
insert the words "originally or on appeal" after the word “filed" on line

19 on page 65 of S5.21.
Part.h of Title III would establish a uniform rate of interest on
Judgments obtained in the Federal courts, by adopting the rate used by
the Internal Revenue Service in connection with interest on taxes. It
would authorize district courts in their discretion to require a party
against whom a money judgment has been entered to pay interest on the
amount of the judgment "from the time that the party... became aware of
his potential 1iability or from the time he should have become aware... i
but, in any case, not to exceed a period of five years.*® .

The American Bar Association is unable to support this provision

of the legisiation. For one thing, it is our understanding that the rate

applied by the Internal Revenue Service generally lags behind the commercial

rate by 12 to 18 months. Thus, it jis far from.certain that current practices
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would be measurably improved by the adoption of the uniform rate as pro-
posed. Further, with respect to the award of prejudgmeist interest concept,
there is a sharp division of opinion. In general, it is the prevailing view
that if such interest is allowed by state Taw, Federal courts should follow
that pract%ce in diversity cases. 1In Federal question cases, however,
considerable discussion centers on the proposed statutory guideline which
triggers 1iability on a party's "awareness". Some members of the Titigating
bar have expressed a view that such a standard is uncertain and that in-
creased litigation would be engendered by the use of such a guideline.

Alsu, as drafted the Provision is unclear whether such additional interest
could be awarded on compensatory damages only or on punitive damages as
well. So far as we are aware there appears to be no demonstrable need to

alter existing provisions governing the award of interest on judgments

in Federal courts.
And now, if the Committee wishes I shall be pleased to respond te

questions or, it you wish, Mr. Geriak will proceed to discuss Title I

of the bill.

PROPOSED AMENDMENT RE "FORUM SHOPPING"

Amend either 28 U.S.C. §1400 or 1404 by adding:

If actions have been camenced in two or more district courts
which present issues of validity, infringement or enforceabil -

threatened with suit by the owner of the patent.
QOMMENTARY

This provision does not withdraw or eliminate the right of
a potential defendant in a patent infringement suit to have
recourse to the courts as a plaintiff in a declaratory judgment
action. Rather, it merely defers the time when such an action
may be instituted by allowing the patent owner a reasonable
period of time in which to commence his action against an al-
leged infringer. This was the traditional right of all patent
owners until the advent of the Declaratory Judgment Act.

If the patent owner fails to act within the prescribed time,
a person subject to suit for patent infringement may then seek
judicial relief as a pPlaintiff. There will no longer be races
to the couwrthouse between patent holders and other claimants
Or users. The evil of "forum shopping" and the costly and pro- .
tracted controversy connected with that practice therefore will
be effectively eliminated.

The proposed amendment is patterned on 28 U.s.C. §2112a.
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Schedule A

DECISIONS (1974 - 1978)
AS TO VALIDITY BASED ON § 103

Submitted by the
COMMITTEE TO PRESERVE THE PATENT
JURISDICTION OF THE UNITED
STATES COURT OF APPEALS

before the

SUBCOMMITTEE ON COURTS
COMMITTEE OF THE JUDICIARY
U.S. SENATE

on the

PROPOSED COURT OF APPEALS
FOR THE FEDERAL CIRCUIT

S5-21

May 18, 1981




lst Circuit Patent Patent Citing Graham v. Deere
Valid and Invalid and
Infringed Noninfringed

1. Avant, Inc. v. Polaroid Corp.,

572 F.2d 889, 197 U.S.P.Q. 593 (lst Cir. 1978)

Suully Signal Co. v. Electronics Corp. of America,
570 F.2d 355, 196 U.S.P.Q. 657 (1st Cir. 1978)

International Telephone and Telegraph Corp. v.

Raychem Corp., 538 F.2d 453, 191 U.S.P.Q. 1
(Ist Cir. 1978)

Forbro Design Corp. v. Ratheon Co.,
532 F.2d 758, 190 U.S.P.Q. 49 (lst Cir. 1976)

Norton Co. v. Carborundum Co.,
530 F.2d 435, 189 U.S5.P.Q. 1 (1lst Cir. 1976)

Potter Instrument Co., Inc. v. Odec_Computer
Systems, Inc., 449 F.2d 209, 182 U.S.P.Q. 386

(1st Cir. 1974)

Sylvania Electric Products, Inc. v. Brainerd,
499 F.2d 111, 182 U.S.P.Q. 385 (lst Cir. 1974)

TOTAL

All seven lower court decisions affirmed.
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2nd Circuit Patent Patent Citing Graham v. Deere
- B Valid and Invalid and
Infringed - Noninfringed

1. Eutectic Corp. et al v. Metco, Inc. 2
579 F.2d 1, 197 U.S5.P.Q. 129 (2nd Cir. 1978)

2. Digitronics Corp. (now Amperex Electronic Corp.)
v. The New York Racing Assn., iInc. et al, .
553 F.2d 740 (2nd Cir. 1977) 1 X

3. "U.S. Phillips Corp. v. National Micronetics
Inc. et al., 550 F.2d 716, 193 U.S.P.Q. 65

(Znd Cir. 1977) 1 . X

4. Plantronics, Inc. v. Roanwell Cor ., 535 F.2d4

1397, 192 U.5.P.Q. 67 (2d Cir, 1976) 1 2

5. Maclaren et al. v. B-I-W Group, Inc., et al.,
535 F.2d 1367, 190 U.5.P.Q. 513 (2nd Cir. 1976) 1 X

6. Timely Products Corp. et al. v. Arron et al.,
523 F.2d 288, 187 U.S.P.Q. 257 (Znd Cir. 1875) 3 X
7. Koppers Co., Inc. et al. v. S & S Corrugated

Paper Machinery Co., Inc., 517 F.2d 1182,
185 U.S5.P.Q. 705 (2nd Cir. 1975) 1 X

8. BEsso Research and Engineering Co. v. Kahn
& Co., Inc. et al., 513 F.2d 1341, 186
U.S.P.Q. nd Cir. 1975) 1 X

091



2nd

lo.

11.

12,

13.

14.

Circuit

Vanity Fair Mills Inc. v. Olga Co. (Inc.)) .
510 F.2d 336, 184 U.S.P.Q. 643 (2nd Cir. 1975)

Kahn v. Dynamics Corp. of America,
508 F.2d4 93§, 184 U.S.P.Q. 260 (2nd Cir. 1974)

Lancaster Colony Corp. v. Aldon
Accessories, Ltd. et al., 506 F.2d
1197, 184 U.S5.P.Q. 193 (2nd Cir. 1974)

Julie Reasearch Laboratories, Inc. v.
Guideline Instruments, Inc. et al.,
5 F, , 183 U.S.P.Q. 1 (2nd
Cir. 1974)

The General Tire Rubber Co. v. Jefferson
Chemical Co. Inc., 497 F.2d 1283, 182
U.5.P.Q, 70 (2nd Cir. 1974)

Supreme Equipment and Systems Corp. v.

Lear Siegler, Inc. et al., 495 F.2d
860, 181 U.5.P.Q. 609 {2nd Cir. 1974)

TOTAL

8 affirmances
4 reversals
2 modifications

"

Patent Patent Citing Graham v. Deere
Valid and Invalid and
Infringed Noninfringed
2 X
1 X
1 X
(design)
1
*
1 X
4 16

*also citing Anderson's Black Rock, Inc,

v. Pavement Salvage Co.
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3rd Circuit Patent Patent Citing Graham v. Deere
Valid and Invalid and
Infringed Noninfringed

1. Paeco Inc. v. Applied Moldings, Inc.
562 F.2d 870, 194 U.S.P.Q. 353
{3rd cir. 1977) 1 X

2, Aluminum Co. of America et al. v.
Amerola Products Corp., 552 F.2d
1020, 194 U.S.P.Q. 1 (3rd Cir. 1977) 1 X

3. Systematic Tool and Machine Co. et al. v.
Walter Kidde & Co., Inc., 555 F.2d
342 (3rxd Cir. 1977) 1 X

4, Tokyo Shibaura Electric Co., Ltd. v.
Zenito Radio Corp., 548 F.2d 88,
193 U.S.P.Q. 73 (3rd Cir. 1977) 1 X

5. Universal Athletic Sales Co. v. American
Gym, Recreational & Athletic
Equipment Corp., Inc. et al., 546
F.2d 530, 192 U.S.P.Q. 193 *
(3rd Cir. 1976) 1 X

6. Allegheny Frop Forge Co. v. Portec, Inc.,
541 F.2d 383, 191 U.S.P.Q. 541
(3rd Cir. 1976) 1 X

7. ADM Corp. v. Speedmaster Packaging Corp.
et al., 525 F.2d 662, 188 U.S.P.Q.
546 (3rd Cir. 1975) 1 X
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3rd Circuit Patent
—_— Valid and

Infringed
8. American Roller Co. v. Budinger, 513 F.2d

10.

11.

982, 185 U.S.P.Q. 577 (3rd Cir. 1975) = —eeea

-- on motion for disqualification of counsel

Kaiser Industries Corp. v. Jones & Laughlin
Steel Corp., 515 F.2d 964, 185 U.S.P.Q.
343 (3xd Cir. 1975) e

-~ Reversed because the district court failed
to recognize a Blonder Tongue-type
collateral estoppel, issue of patent
validity not reached.

Layne-New York, Inc. v. Allied Asphalt Co., Inc.,
501 F.2d 405, 183 U.S.P.Q. 132 (3rd Cir. 1974)

Arrow Safety Device Co. v. Nassau Fastening Co.
et al. 469 F,.2d 644, 181 U.S.P.Q. 481
{3rd Cir. 1974)

TOTAL 1

affirmances

reversals

modifications

judgment vacated

patent validity and/or
infringement not at issue

NN NS

£ &
i
Patent Citing Graham v. Deere
Invalid and
Noninfringed
|
1
et
m i
1 X o0
1 X




4th Circuit Patent Patent Citing Graham v. Deere
Valid and Invalid and
Infringed Noninfringed
1. ' Tights, Inc. v. Acme-McCrary Corp. et al.
541 F.2d 1047, 191 U.S.P.Q. 305
(4th Cir. 1976) 1 X
2. Deering Milliken Research Cbrp. V.
Braunit Corp., 538 F.2d 1022,
189, U.S3.P.Q. 565 (4th Cir. 1976) 1 X
3. Diamond iInternational Corp. v.
Maryland Fresh Eggs, Inc., 523 F.2d
113, 187 U.S.P.Q. 193 (4th cir. 1975) 1 X
TOTAL 1 2
1 affirmance
2 reversals
~ e
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5th Circuit

Patent
Valid and
Infringed
Steelcase, Inc. v. Delwood Furniture Co., Inc.
578 F.2d 74, 199 U.S.P.Q. 69 (5th Cir. 1978)
Bird Provision Co. v. Owens Country Sausage, Inc.,
568 F.2d 369, 197 U.S.P.Q. 134 (5th
Cir. 1978)
Robbings Co. v. Dresser Industries, Inc., 554 F.2d
1289, 194 U.S.P.Q. 409 (5th Cir. 1977)
Fred Whitaker Co. v. E.T. Barwick Industries, Inc.,
551 F.2d 622, 194 U.S.P.Q. 113 (5th cir. I977)
Yoder Bros., Inc. v, California-Florida Plant Corp.
et al., 537 F.2d 1347, 193 U.S.P.Q. 264
(5th Cir. 1976) 7

e .

Ag Pro, Inc. v. Sakraida, 536 F.2d 110
{5th Cir. 1976)

-- vacated and remanded as per the S.Ct.'s
declaration patent invalidity.

Parker v. Motorola, Inc., 524 F.2d 518, 188
U.S.P.Q. 225 (5th Cir. 1975)

.

(plant patents)

o &
Patent Citing Graham v. Deere

Invalid and
Noninfringed

2 X

1 X

1 X

1 X

X

*

1 X
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5th Circuit Patent Patent Citing Graham v. Deere
Valid and Invalid and
Infringed Noninfringed
8. Becton, Dickinson and Co. v. Sherwood Medical
Industries, Inc., 516 F.2d 514, 187
U.S.P.Q. 200 (5th cir. 1975) 2
9. White v. Mar-Bel, Inc. et al., 509 F.2d 287,
185 U.S.P.Q. 129 (5th Cir. 1975) 1 X
10. Keystone Plastics, inc. v. C & P Plastics,
Inc., et al., 506 F.2d 960, 184 U.S.P.Q.
454 (5th Cir. 1975) 1 1
11. Gaddis v. Calgon Corp., 506 F.2d 880, 184 b=t
U.s.p Q. 449 (5th Ccir. 1975) 1 X 3
12. Williamson-Dickie Mfg. Co. v. Hortex, Inc.
et al,, 504 F.2d 983, 184 U.S5.P.Q. 197 *
(5th Cir. 1975) 1 X
TOTAL 10 10
6 affirmances
2 reversals ,
3 modifications
1 judgment vacated i
and remanded )
i
T 1 v ®

s,



It ]
6th Circuit Patent Patent
Valid and Invalid and
Infringed Noninfringed

1. American Seating Co. v. National Seating Co.,

586 F.2d 611, 199 U.S.P.Q. 257 (6th Cir. 1978) 1
2. Nickola v. Peterson, 580 F¥.2d 898, 198 U.S.P.Q.

385 (6th Cir. 1978) 1
3. Licerne Products, Inc., et al. v. Cutler-Hammer, Inc.,

568 F.2d 784, 195 U.S5.P.Q. 472 (6th Cir. 1977) 1
4. Kearney & Trecker Corp. v. Cincinnati Milacron Inc.

562 F.2d 365, 195 U.S.P.Q. 402 (6th Cir. 1977) 1 1

(but un-
enforceable)

5. Union Carbide Corp. v. Borg-Warner Corp. et al.,

550 F,2d 355, 193 U.s.P.Q. 1 (6th Cir. 1977) 1
6. Reynolds Metals Co. v. Acorn Building Compounds,

Inc., 548 F.2d 155, 192 U.S.P.Q. 737

(6th Cir. 1977) 1
7. National Rolled Thread Die Co. v. E.W. Ferry Screw

Products, Inc., et al., 541 F.2d 593, 192

U.S.P.Q. 358 (6th Cir., 1976) 1
(held valid
but not
infringed)

s

Citing Graham v. Deere
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6th Circuit Patent Patent Citing Graham v. Deere

Valid and Invalid and
Infringed Noninfringed

8. Bolkum et al. v. Carborundum Co., 523 F.2d *

492, 187 U.S5.P.Q. 466 (6th Cir. 1975) 1 X
9. Schlegel Mfg. Co. v. USM Corp., 525 F.2d

775, 187 U.S5.P.Q. 417 (6th Cir. 1975) = ====e  cemeeo

-- aff'd lower court decision holding

defendants in contempt
10. Dickstein v. Seventy Corp. et al., 522 F.2d

1294, 187 U.s.P.Q. 138 (6th Cir. 1975) 1 *
1l1. Cole v. Sears, Roebuck & Co., 520 F.2d 673,

17 U.S.P.Q. 65 (6th Cir. 1975) 1 1
12, Buzzelli v. Minnesota Mining & Mfg. Co., 521 F.2d

1162, 186 U.S.P.Q. 464 (6th Cir. 1975) 1
13. Philips Industries, Inc. et al. v. State Stove

and Mfg. Co., Inc., 522 F.2d4 1137, 186

U.S.P.Q. 458 (6th Cir. 1975} 1 *
14. Hieger et al, v. Ford Motor Co., 516 F.2d

1324, 186 U.S.P.Q. 374 (6th Cir. 1975) 1 X
15. cCardinal of Adrian, Inc. v. Peerless Wood

Products, Inc. et al., 515 F.2d

534, 185 U.8,P.Q. 712 (6th Cir. 1975) 1 1 X

.t
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6th Circuit Patent Patent Citing Graham v. Deere
valid and Invalid and
Infringed Noninfringed
16. Lifetime Doors, Inc. v. Walled Lake Door Co.,
505 F.2d 1165, 184 U.S.P.Q. 1 (6th Cir. 1974) 1
17. Westwood .:. mical v. Molded Fiber Glass Body Co.,
49, “ 24 1115, 182 U.S.P.Q. 517 ‘(6th Cir.
1974} 1
18. Avery Product Corp. v. Morgan Adhesives Co.,
496 F.2d 254, 1 U.S.P.Q. 737 (6th Cir.
1974) 1
19. Fairway Construction Co. v. Allstate Modernization,
Inc., 495 F.2d4 1077, 181 U.S.P.Q. 614 (6th
Cir. 1974) . 1
20, Deyerle et al. v. Wright Mfg. Co. et al., 496 F.2d
45, 181 U.S.P.Q. 685 (6th Cir. 1974) 1
(valid but
not in-
fringed)
21. Tec-Pak, Inc. v. St. Regis Paper Co., 491 F.24
1193, 181 U.s.P.Q. 75 (6th Cir. 1974) 1
TOTAL 6 17

14 Affirmances

3 Reversals

3 Modifications

1 Judgment vacated

-
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Harig Products, Inc. v. K.0. Lee Co.
et al., No. 77-2154" (7th Cir., decided
February 20, 1979)

Republic Industries, Inc. v. Schlage Lock Co.,
200 U.S.P.Q. 769 (7th cir. 1979)

Centsable Products, Inc. v, Lemelson, 591
F.2d 400 (7th Ccir. 1979)

Scholl, Inc. v. S.S. Kresge Co., 580 F.243
244, 199 U.5.P.Q. 74 (Jth Cir. 1978)

Allen Group, Inc. v. Nu-Star, 575 F.24
146, 197 U.5.P.Q. 849 (7th cir, 1978)

St. Regis Paper Co. v. Bemi Co., Inc., 549 F.2d
833, 193 U.S.P.Q. 8 (7th Cir. 1977)

Illinois Tool Works, Inc. v. Foster Grant Co.,
Inc., 547 F.2d 13060, 192 U.S.P.Q. 365
(7th cir. 1976)

Patent
Valid and

Infringed

Patent
Invalid and

Noninfringed

Citing Graham v. Deere

0LT

2otn g



18—0 PIL-18

Gl

7th Circuit

3]

10,

11.

12.

13.

Louis A. Grant, Inc. v. Keibler Industries,
Inc., 191 U.S.P.Q. 424 (7th Cir. 1976)

Pederson v. Stewart-Warner Corp., 192 U.S.P.Q.
(7th cir. 1976)

Ortho Pharmaceutical Corp. et al. v. American
Hospital Supply Corp. et al., 534 F.2d
89, 190 U.S.P.Q. 397 (7th Cir. 1976)

Airtex Corp. v. Shelley Radiant Celing Co.,
536 F.2d 145, 190 U.S.P.Q. 6 (7th Cir.
1976)

Feed Service Corp. v. Kent Feeds, Inc. et al.,
528 F.2d 756, 188 U.S.P.Q. 616 (7th Cir.
1976)

Red Cross Mfg. Corp. v. Toro Sales Co., 525 F.2d4
1135, 188 U.S.P.Q. 241 {7th Cir. 1975)

ve

-2-

Patent Patent
Valid and Invalid and
Infringed Noninfringed

1
(if valid, de-
fendant would
infringe)
1
1
1
1
{valid but
not in-
fringed)
1

Citing Graham v. Deere
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~i
I

14.

16.

17.

18,

19.

20,

21.

22,

h Circuit Patent

Valid and
Infringed

Patent
Invalid and
Noninfringed

E-T Industries, Inc. v. Whittaker Corp.
et al,, 523 F.2d 636, 187 U.S.P.Q.
369 (7th cir. 1975)

Tracor, Inc. v. Hewlett-Packard Co., 519

T F.2d 1288 (Tth Cir. 1975) — 1

Gettelman Mfg, Inc. v. Wisconsin Marine,
Inc. et al., 517 F, 1194,
U.5.P.Q. 376 (7th cir. 1975)

Panduit Corp. v. Burndy Corp. et al,, 517 F.2d4
535, 186 U.S.P.0. 75 (7th Cit. 1975)
Crane Co. v. Aerogquip Corp., 504 #.2d lo8s,
183 U.S.P.Q. 577 (7th Cir. 1974) 1

Marrese et al. v. Richard's Medical Equipment,

Inc,, et al., 504 F.2d 479, 183 U.S.P.Q.
517 (7th Cir. 1974)

Research Corp. v. Nasco Industries, Inc., 501
F.2d 358, 1827U.5.P.Q. 445 (7th Cir. 1974)

Speakman Co. v. Water Saver Faucet Co., Inc.,
497 F.2d 410, 182 U.S.P.Q. 130 (7th Cir.
1974)

.t

Citing Graham v. Deere
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7th Circuit

Patent Patent Citing Graham v. Deere
Valid and Invalid and
Infringed Noninfringed
23. Popeil Brothers, Inc., v. Schick Electric,
Inc, et al., 494 F.2d 162, 181
U.5.P.Q. 482 (7th Cir. 1974) 1 X
TOTAL: 6 17

15 affirmances
6 reversals
2 modifications

"

eLT
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8th Circuit Patent Patent Citing Graham v. Deere
Valid and Invaiid and
Infringed Noninfringed
1. Reinke Mfg. Co., Inc. v. Sidney Mfg. Corp.,
No. 78-1341, 78-1301 (7th Cir., filed
February 26, 1979) 1 X
2, Clark Equipment Co. et al. v. Keller et al.,
570 F.2d4 778, 197 U.S.P.Q. 208 (8th Cir.
1978) 1 2
3. Pfizer, Inc. v. International Rectifier Corp.
et al., 538 F.2d 18G, 190 U.S.P.Q. 273
{8th Cir. 1976} ~  emmmm e
-- patent validity was not an issue,
4. Airlite Plastics Co. v. Plastilite Corp., 526
F.2d 1078, 189 U.s.P.Q. 327 (8th Cir.
1975) 1 X
5. Bolt, Bernaek and Newman, Inc. v. McDonnell
Douglas Corp., 521 F.2d 338, 187 U.S.P.Q.
142 (8th Cir. 1975) 1 X
TOTAL: 1 5

2 affirmances

1 reversal

1 modification

1 patent not at issue

o
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9th Circuit

SSP Agricultural Equipment, Inc. v.
Orchard-Rite Ltd., slip opinion
th Cir.

Photo Electronics Corg. v. England,
F. 2, 1 U.S.PQ. 710

(9th cir. 1978)

Penn International Industries v.
Pennington Corp. et al., 583 F.2d
1078, 200 U.5.P.Q. 651 (9th Cir.
1978)

Lee Pharmaceuticals v. Kreps, 577 F.2d
610, 198 U.S.P.Q. 601 (9th Cir.

1978) action to compel production of

abandoned patent applications

Santa Fe-Pomeroy, Inc. v. P & Z Co., Inc.,

et al., 569 F,28 1084, 197 U.S.P.Q.
449 (9th Cir. 1978)

Lyon v. Boeing Co., 566 F.2d 676, 200
U.S.P.Q. 19 (9th Cir. 1977)

Astro Music, Inc. v. Eastham, 564 F.2d
1236, 197 U.S.P.Q. 339 (9th Cir.
1977)

.

Patent Patent
Valid and Invalid and
Infringed Noninfringed

1
2
1
1
2
1

Citing Graham v. Deere
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9th Circuit Patent
valid and

Infringed

8. English v. North Pacific Products, Inc.,
559 F.2d 566, 200 U.S.P.Q. 20 (9th
cir. is77)

9, Ceco Zorp. v. Bliss & Laughlin Industries,
557 F.2d 687, 195 U.S.P.Q. 337 (9th

Cir. 1977)

10. Globe Linings, Inc. et al. v. City of
Corvallis et al., 555 F.2d 727, 194
U.S.P.¢. 415 (9th Ccir. 1977)

i}. St. Regis Péper Co. v. Royal Industries et al.,
552 F.2d 309, 194 U.S.P.Q. 52 (9th Cir.
1977)

12. Kamei-Autokomfort et al. v. Eurasian Automotive
Products, 553 F.2d 603, 194 U.S.P.Q. 362
(9th Cir. 1977)

13. Garbell, Inc. et al, v. Boeing Ca., 546 F.2d
297, 192 U.S.P.Q. 481 (9tk Cir. 1976)

14. Grayson v. McGowan et al., 543 F.2d 79, 192
U.S.P.Q. th Cir. 1976)

I}

Patent Citing Graham v. Deere
Invalid and

Noninfringed

*

1 e
\
1 X
5

1. p =~
1 e
1 X
1
2 X



9th Circuit Patent Patent Citing Graham v. Deere
Valid and Invalid and
Infringed Noninfringed
15. American Safety Flight Systems, Inc. v.
Garrett Corp., 528 F.2d 288, 190
U.S.P.Q. 287 (9th Cir. 1975) 2
16. Norwood v. Ehrenreich Photo-Optiéal Industries,
et al., 529 F.2d 3, 189 U.S.P.Q. 196 *
9th Cir. 1975) 1 X
17. Alcor Aviation, Inc. v. Radair Inc. et al.,
527 F.2d 113, 188 U.S.P.Q. 549 (9th
Cir. 1975) 1 X
18. Schroeder et al. v. Owens-Corning Fiberglas
Corp., 514 F.2d4 901, 185 U.S.P.Q. 723
9th Cir. 1975%) 1 X
19, Deere & Co. v. Sperry Rand Corp., 513 F.2d
, 185 U.5.P.Q. 495 (9th Cir. 1975) 1 X
20. Rex Chainbelt Inc. v. Harco Products, Inc.,
512 F.2d 993, 185 U.S.P.Q. 10 (9th Cir.
1975) 1 X
TOTAL: 5 18

15 affirmances

2 reversals

1 mofification

1 judgment vacated

1 patent not at issue

L2

-3
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10th Circuit Patent Patent Citing Graham v. Deere
Valid and Invalid and
Infringed Noninfringed

1. Tanks, Inc. v. Reiter Industries, Inc.,
545 F.2d 1276, 195 U.S.P.Q. 230
(10th Cir. 1976) . -1 X

2. Rutter v. Williams, 541 F.2d 878 (10th
(Cir. 1976) 1 *

3. CMI Corp. v. Metropolitan Enterprises, Inc.,
534 F.2 874, 189 U.5.P.Q. 770 (10th
Cir, 1976) 1 X
(valid but
not in-
fringed)

8L1

4. Halliburton Co. v. Dow Chemical Co., 514
F.2d 377, 185 U.S.P.Q. 769 (10th Cir.
1976) 1 X

5. Price et al. v. Lake Sales Supply R.M., Inc.,

510 F.2d 388, 183 U.5.P.Q. 519 (10th Cir. 1 X
1974) )
TOTAL: 2 3

2 affirmances
1 reversal
2 modifications

i
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Schedule B

DECISIONS (May, 1979 - Feb., 1981)
s AS TO VALIDITY BASED ON § 103

Submitted by the
COMMITTEE TO PRESERVE THE PATENT

JURISDICTION OF THE UNITED
STATES COURT OF APPEALS

before the

SUBCOMMITTEE ON COURTS
COMMITTEE OF THE JUDICIARY
U.S. SENATE

on the

PROPOSED COURT OF APPEALS
FOR THE FEDERAL CIRCUIT

§-21

May 18, 1981

o



2nd Circuit

Morris Phillip v. Mayer, Rothkope

Industries and Mayer & CIE GmBH,

No. 80-7321 Slip opinion (2d Cir. 1980)

Champion Spark Plug Co. v.

Gyromat Corp., 603 F.2d 361,

202 U.s.P.Q.

785 (24 Cir.

1979)

Patent
Valid and

Infringed
1

1
(Infringement
not at issue)

Patent
Invalid and

Noninfringed

Citing Graham v. Deere

X*

TOTAL

1l affirmance
1 reversal

.

*Also cited Sakraida v.

Ag Pro, Inc.

081

L



2 ? D S
3rd Circuit Patent Citing Graham v. Deere
Valid & Patent
Infringed Invalid
1. Eli Lilly & Co. v. Premo Pharmaceutical 1 X
Laboratories, Inc., 630 F.2d4 120,207
U.S.P.Q. 719 (3rd Cir. 1980)
2. American Sterilizer Co. v. Sybron Corp., 1 X
614 F.2d 890, 205 U.S.P.Q. 97
(3rd Ccir. 1980)
3. Sims v. Mack Truck Corp. et al, 608F. 1 X* i
2d 87, 203 U.S.P.Q. 961 (3d Cir. 1979) Eg
TOTAL 1 2 *Also citing Sakraida

2 affirmances
1 reversed in part,
vacated & remanded in part.

v. Ag-Pro and Anderson's
Black Rock, Inc. v.
Pavement Salvage Co.




4th Circuit Patent Valid Patent Citing Graham v. John Deere
& Infringed Invalid
1. Marino Systems, Inc. v. J. Cowhey 1
& Sons, Inc., 631 F. 24 313, 207 {valid but not
U.S.P.Q. 1065 (4th Cir. 1980) infringed)
2., Kabushiki Kaisha Audio-Technica v. 2 X
Atlantis Sound, Inc., 629 F. 24 978,
207 U.S.P.Q. 809 (4th Cir. 1980)
TOTAL 1 2 '

1 affirmance
1 reversal

Y
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5th Circuit

1.

Ludlow Corporation v. Textile Rubber
and Chemical Co., No. 78-3435, Slip
Opinion (5th Cir. 1981)

Continental 0il Co. v. Jimmy R. Cole,
634 F., 24 188 (5th Cir. 1981)

Whitley v. Road Corp., 624 F. 24 698,
207 U.S.P.0. 369 (5th Cir. 1980)

Huron Mzachine Products, Inc. v.
A. and E, Warbern, Inc., 615 F.2d
222, 205 U.S.P.Q. 777 (5th Cir. 1980)

John Zink Co. v. National Airoil
Co., Inc., 613 F.2d 547, 205 U.S.P.Q.
494 (5th Cir. 1980)

Control Components, Inc. v. Valtek, Inc.,
609 F,2d 763, 204 U.S.P.Q. 785 (5th Cir.

1980)

Cathodic Protection Service v. American
Smelting & Refining Co., 594 F.2d 499,
203 U.S.P.Q. 102 (5th Cir. 1979)

Patent Valid
& Infringed

Patent Citing Graham v. Deere

Invalid

X*

X*

TOTAL

5 affirmances
2 reversals

-

3 *Also citing Sakraida v.
Ag-Pro, Inc. and Anderson's
Black Rock, Inc. v. Pavement

Salvage Co.

€81




6th Circuit Patent Valid Patent Citing Graham v. Deere
& Infringed Invalid
1. Park-Ohio Industries, Inc. v. Letica Corp., 1
617 F.2d 450, 205 U.S.P.Q. 781 (6th Cir.
1980)
2. Smith v. Acme General Corporation, 614 1 X*
F.2d 1086, 204 U.S,P.Q. 1060 (6th Cir. 1980)
3. Hanson v. Alpine Valley Ski Area, Inc. 1 X**
611 F.2d 156, 204 U.S.P.Q. 803 (6th Cir.
1979)
4. Eltra Corp. v. Basic, Inc., 599 F.2d 745, 1 X*
202 U.5.P.Q. 630 (6th Cir. 1979) 8;
N
TOTAL 1 3 *Also citing Sakraida v.

4 affirmances
1 reversal

Ag-Pro and Anderson's Black
Rock, Inc. v. Pavement Salvage
Co.

**Also citing Anderson's Black
Rock, Inc. v. Pavement Salvage
Co.

Eramtsian



1.

7th Circuit

Scheller-Globe v. Milsco Manufacturing
Co., No., 80~1344, Slip Opinion (7th Cir.
1980)

Schemitz v. Deere and Co., Inc., 623
F.2d 1180 (7th Cir. 1980)

Dual Manufacturing and Engineering Inc.
v, Burris Industries, Inc., 619 F.2d 660,
205 U.S.P.Q. 1157 (7th Cir. 1980)

Beatrice Foods Co. v. Tsuyama Mfg. Co. et al,
619 F.24 3,204 U.S.P.Q. 889 (7th Cir. 1979)

AMP Incorporated v. Bunker—-Ramo Corp., 604
F.2d 24,203 U.5.P.Q. 324 (7th Cir. 1979)
Summary judgement reversed for trial in
accordance with Graham guide lines.

Lee Blacksmith, Inc. v. Lindsay Brothers, Inc.,
605 F.2d 341, 203 U.S.P.Q. 211 (7th Cir. 1979)

American Hoist and Derrick Co. v. Manitowoc
Co., Inc., 603 F.24 629, 202 U.S.P.Q. 705
(7th Cir., 1979)

Patent Valid
& Infringed

2
(valid but not
infringed)

Patent
Invalid

2

Citing Graham v. Deere

X*

Xk*

TOTAL

4 affirmances
3 reversals

.

*Also citing Sakraida v.

Ag-Pro and Anderson's Black

Rock v. Pavement Salvage Co.

**Also citing Anderson's Black

Rock, Inc. v. Pavement Salvage

Co. (in dissenting opinion)

GBI



8th Circuit

E.I. DuPont de Nemours v. Berkley & Co. Inc.
620 F.2d 1247, 205 U.S.P.Q. 1 (8th Cir. 1980)
reversed & remanded for new trial.

Patent Valid
& Infringed

Patent

Invalid

Citing Graham v. Deere

X {also citing Sakraida v.
Ag Pro

981

o e,
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9th Circuit

1.

Tveter v. AB Turn-O-Matic, 633 F.2d4
83T (9th cir. 1980)

Houston v. Polymer Corp., Nos. 78-2714,
78-2860, Slip Opinion (9th Cir. 1980)

Ma¥view Corp. v. Rodstein, 620 F.2d
1347, 205 U.S.P.Q. 302 (9th cir. 1980)

Palmer v. Orthokinetics, Inc., 611 F.24

316, 204 U.S.P.Q. 893 (9th Cir. 1980)
Summary judgement reversed and remand
for trial in accordance with Graham
guide lines.

Jones v. Vefo, Inc., 609 F.24 409, 204
U.5.P.Q. 535 (9th Cir. 1979)

Summary judgement reversed and remand
for trial in accordance with Graham
guide lines.

Mollura v. Miller, 609 F.2d 381, 204
U.5.P.Q. 434 {Yth Cir. 1979)

Speed Shore Corp. v. Denda, 605 F.2d
469, 203 U.S.P.Q. 807 (9th Cir. 1979)

Norris Industries, Inc. v. Ta an Co.,
599 F.2d 908, 203 U.5.P.Q. 169 (9th Ci:.

1979)

-

Patent Vvalid Patent Citing Graham v. Deere
& Infringed Invalid
1 X*
- X
4 X
(3 design)
- Xk
[w—y
00
-3
- X
1 X
1 X
2 X*



9th Circuit (cont'd)

Patent Valid Patent Citing Graham v. Deere
& Infringed Invalid
9. Satco, Inec. v. Transequip, Inc., 594 F.2d 1 X**
1318, 202 U.S.P.Q. 567 (9th Cir. 1979)
10. Herschensohn v. Hoffman, 593 F.2d4 893, 1 X**
201 U.S.P.Q 721 (9th Cir. 1979)
TOTAL 1 10 *Also citing Anderson's Black

4 affirmances

3 reversals

2 vacated & remanded

1 affirmed in part, vacated
& remanded in part

Rock, Inc. v. Pavement Salvage
Co.

**plso citing Sakraida v. Ag Pro

and Anderson's Black Rock, Inc.

v. Pavement Salvage Co.

881




10th Circuit Patent Valid Patent Citing Graham v. Deere
& Infringed Invalid
1. Escoa Fintube Corp. v. Tranter Corp., 2 X*
631 F.2d4 682, 207 U.S.P.Q. 1067 (1l0th
Cir. 1980)
2. Norfin, Inc. v. International Business 1
Machines, 625 F.2d 357, 207 U.S.P.Q. 737
10th Cir. 1980)
3. Milgo Electronic Corp. v. United Business 3 X
Communications, Inc., 623 F.2d 645, 206
U.S.P.Q. 481 (10th Cir. 1980)
4. Plastic Container Corp. v. Continental 1 X
Plastics of Oklahoma, 607 F.2d 885, 203
U.S.P.Q. 27 (10th Cir. 1979)
5. True Temper Corp. v. CF&I Steel Corp.., 2 X
601 F.24 495, 202 U.S5.P.Q. 412 (1l0th
Cir. 1979)
6. Deere and Co. v. Hesston Corp., 593 8 X*
F.2d4 956, 201 U.S.P.Q. 444 (10th Cir.
1979)
TOTAL 5 12 *Also citing Sakraida v.

6 affirmances
1 reversal

Ag-Pro and Anderson's Black
Rock, Inc. v. Pavement Salvage Co.

681
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£\ AVERCAN BAR ASSOCATION

1800 M STREET, N.W. WASHINGTON, D.C, 200%5 TEL. (202) 331-2200
Writer's Direct Number: 3372210

May 27, 1981

Honorable Robert J. Dole, Chairman
Subcommittee on Courts

Committee on the Judiciary

United States Senate

Washington, D. C. 20510

Dear Mr. Chairman:

On May 18 the Subcommittee, with Senator Heflin in
the Chair, heard a number of witnesses for and against
the creation of a Court of Appeals for the Federal Circuit
as proposed in S.21. In providing for the creation of
the court, S.21 would require that all appeals in patent
cases be heard by the newly created court.

For the reasons stated in the testimony of Mr. James
W. Geriak on behalf of the American Bar Asscciation, we
are very much opposed to the creation of the proposed court.

Because of the nature of some of the testimony given
in support of the legislation I am constrained to submit

this letter for your consideration and for the hearing
record.

First, Mr. Donald R. Dunner, in testifying on behalf
of the American Patent Law Association, referred to his
service as a consultant to the Commission on Revision of
the Federal Court Appellate System (the so-called Hruska
Commssion) and to the fact that he and a co-consultant
recommended support for a court of appeals with exclusive
jurisdiction in patent litigation. I do not know what
recommendations Mr. Dunner and his colleague made to the
Hruska Commission, but I am enclosing copies of pages
#63 through #68 of the final report of that Commission which
succinctly sets out some very compelling reasons for rejecting
the creation of the proposed court. As you will note, the
Commission rejected the proposal not only as an alternative
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to a Natfona! Court of Appeals, but because such an
alternative iS5 "unequal to the task of meeting the
demenstrated need”, I urge you and the members of the

Subcommittee carefully to study the Hruska Commission
rationate.

A Also, whep T heard Mr. Dunner testify on behalf of
the 4,500 member Avevican Patent Law Association I as a
spectator came away with the impression that the American
Patent Law Association was solidly behind legislation such
as $.21. I have since learned that the Association has
never voted on the subject, and that the position offered
by Mr. Dunner is one which was taken by the Association's
governing Board despite an adverse recommendation by a
Commitlet which had studied the subject.

Mr. Donald Banner, @ former Commissioner of Patents
and Trademyrks, also teStified in support of the legislation.
He indicated he had been chairman of a committee of the
Patept Sectfon of the American Bar Association and that
the Section Supports the Jegislation. I am advised that
relatively few of the members of that Section formally have
expressed a viev an¥ in doing so 99 voted in support of the
legislalion while 66 opposed its enactment. Not a very
overwhelming demonstration of support!

In closing, I urge you and your Subcommittee to dis-
approve the creation ¢f the proposed Court of Appeals for
the Federal Circuit and, instead, to consider the advantages
of 3 National Court of Appeals with jurisdiction to entertain

tases referred to it by the Supreme Court of the United States.

Sincerely,

D bt 2.2 H&L'M
Herbert E. Hoffman
neH:eg

cc:  Members, Subcommittee on Courts

£ox mtan,
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EXCERPT

HRUSKA COMMISSION

Specialized Courts

Some have suggested that the lack of
capacity to declare the national law should
be remedied by the creation of specialized
courts, specifically a court of tax appeals
and a court of patent appeals.40 The

40Specialized courts and a National Court

.of Appeals are not mutually exclusive. As Don-

ald C. Alexander, Commissioner of Internal Reve-
nue, and Meade Whitaker,. Chief Counsel, Internal
Revenue, wrote the Commission, expressing their
individual views:

We do not mean to infer by our
advocacy of a National Court of Tax
Appeals that the proposed National
Court of Appeals would not be needed
or that it should not have the same
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| suggestions are, of course, familiar: pro-
% posals for a court of tax appeals and for

a court of patent appeals have been raised
periodically at least for the past twenty-
five years. More recently there have also
g been proposals for a court of administra-

’ tive appeals, a court of environmental
appeals and what would basically be a court
of criminal appeals. The debate over the
desirability of such courts has spawned :

rich litefature, focusing on the special
ki needs of che respective specialties on the
} one hand, and, on the other, on Lroader
| concerns with the factors which make for
the highest quality of appellate adjudica-
tion.

After extensive discussion the Commis-
sion has concluded that, on balance, spe-
cialized courts would not be a desirable
solution either to the problems of the
national law or, as noted elsewhere, to the
problems of regional court caseloads.

Our conclusion rests in part on the
disadvantages which we perceive as inherent
in the creation and operation of specialized
courts. A number of the witnesses testifying

4Ojurisdiction over cases

decided by the specialist court
as over any other appellate court.
To the contrary, there is a place
for both in our judicial system.
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before the Commission have echoed the views
of Simon Rifkind, first presented in an oft-
cited 1951 article, that the quality of
decision-making would suffer as the special-

ized judges become subject to "tunnel vision,"

seeing the cases in a narrow perspective

without the ingightg stemming from broad

exposure to legal probléms in a variety of
fields. Much the same point was made by the
xp————

Chairman of the Section of Taxation of the

American Bar Association, in testimony before

the Commission opposing a proposal for a spe-
cialized tax court of appeals:

Tax cases are difficult and time
consuming for generalist judges;
yet those judges do bring a
judgment and experience which
produce decisions that integrate
the development of tax law with
contemporaneous legal developments.
Without this leavening, tax law
might become even more esoteric
and arbitrary than it sometimes
appears to many to be.

Other objections to specialized courts
also have force. quges of a specialized

court, given their continued exposure to and
greéi expertise in a single field of law,

might impose their own views of policy even

where the scope of review under the applica-

e e——

ble law is supposed to be more limited.

———————— . L3 -« - »
Vesting exclusive jurisdiction over a class

of cases in one court might reduce the incen-

Ses 1n one col
tive, now fostered by the possibility that

another court will pass on the same issue,
SRt
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to produce a thorough and persuasive opin-

ion in articulation and support of g deci-

sion. Furthermore, giving a national court
exclusive Jjurisdiction over appeals in a
cafgggry of cases now heard by the circuit
couﬁigiwould tend to dilute or eliminate

regional influence in the decision of those

cases. Our nation is not yet so homogenous
—————_

that the diversity of our peoples cannot be
reflected to some advantage in the decisions
of the regional courts. Excluding these
courts from consideration of particuiar
categories of cases would also contract the
breadth of experience and knowledge which
the circuit Jjudges would bring to bear on

.other cases; the advantages of decision-

making by géneralist judges diminish as the
judgégT—g;;g;;;g to varied areas of the law
_e==
is lessened. Finally, concern has been
expressed about the qualit§iof appointméhts
to a speclalized court, not only because of
the perceived difficulties in finding truly
able individuals who will be willing to serve,
but also due to the fear that because the
entire appointment process would operate at
a low level of visibility, particular seats

or indeed the court as a whole may be '"cap-
tured" by special interest groups.

In analyzing the advantages and disad-
vantages of specialized tribunals, the Com-
mission gave particular attention to the

prOpogél for centralizing in a single national

tribunal appellate review of decisions involv-
. Rl .
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ing patent related issues. The problem of
forum shopping in this area has already
been described. The Court of Customs and
Patent Appeals is presently current in its
docket and,if additional judgeships were
added to the existing five, would offer
additional capacity for decision of patent

appeals on a national basis.

Nevertheless, ‘substantial objections to
the proposal were presented. A survey of
the patent bar by the Commission's consult-
ants, Professor James Gambrell and Donald R.

Dunner, Esq. demonstrated that the practitioners
themselves are sharply divided on the issue.
The Commission also heard testimony expressing
the strong preference of a majority of the
Jjudges of the Court of Appeals for the Seventh
Circuit for retaining appellate jurisdiction
over patent cases in the circuit courts. This
view was particularly noteworthy, coming as
it did from the circuit with the heaviest
patent caseload.

Under all these circumstances, the Com-

goiahliiiechud.LL

mission concluded not to recommend diverting
pate;t appeals from the generalized circuit
courts to a special court of patent appeals.

As is more fully developed in another sec-
tion of this report, the proposed National
Court of Appeals, if implemented, is

expected to increase the national capacity
for appropriate monitoring of patent deci-

-sions in the circuits, and thereby to reduce

the forum shopping which, in light of perceived
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attitudinal differences among the various
circuits, today characterizes the patent
field. '
Quite apart from the undesirable conse-
quences of creating specialized tribunals,
however, the Commission's studies show that
the problem of inadequate appellate capa-
city is not limited to one or two areas of
the Taw. FEor instance, of 90 direct con-
flicts ;tﬁaied by Professor Feeney, only
thre 'Qere on issues of tax law and three
in /the area of patents. It may well be
thHat the relative rarity of tax and patent
cases in Professor Feeney's study is a

function of the phenomenon already dis-
cussed: the low probability of review on
the merits deters lawyers from filing peti-
tions for certiorari. Whatever. the extent
of the problem in the areas of tax and pat-
ents, however, there certainly exists a seri-
ous problem of lack of capacity for defini-
tive adjudication of issues of national law
in other areas of the law, as the wide range
of subject matter in the illustrative cases
of Sgction I of Appendix B demonstrates.

In short, we reject the creation of
specialized courts as ‘an"alternative to the
National Court of Appeals, not only because
of the disadvantages inherent in specialized
courté, but also because this alternative
would be unequal to the task of meeting the
demonstrated'need.
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TESTIMONY OF PANEL

Senator HErFLIN. Does the American Bar oppose the creation of
this court?

Mr. HorrFMAN. Yes.

Senator HEFLIN. I am interested in some discussion of the fact
that jurisdiction will be ancillary to jurisdiction of antitrust mat-
ters, security matters, or something else that might be tied into
patent matters coming before the court. I have heard some argu-
ments that this would be unhealthy.

I would like a fuller explanation of what they see as a danger of
a patent having primary jurisdiction by bringing in ancillary juris-
diction of other issues. ,

Mr. Geriak. If I might, as a Supreme Court judge, use the
opportunity for the junior member to be heard first.

There is a very serious problem, Senator Heflin. For example,
under the terms of the legislation, any antitrust claim joined with
a patent action will go to the Court of Appeals for the Federal
Circuit. The converse is also true, namely, if you add a patent
action to an antitrust claim it will also go to the Court of Appeals
for the Federal Circuit.

I believe that in virtually every antitrust case one party or the
other will want the case to go to the Court of Appeals for the
Federal Circuit if that court is created and that the natural tactiecal
decisions made by lawyers attempting to do their best for their
clients will be to add patent actions either as part of the complaint
or as a counterclaim in antitrust actions, so that the net effect of
the legislation will be to encourage the bringing of patent actions
for tactical reasons rather than independent substantive reasons,
and that that will be very, very undesirable.

In addition, there is at the present time a situation in the anti-
trust law in which there are majority and minority views.

For example, in my circuit, the ninth circuit, there is a case,
Lessig v. Tidewater Oil, which says in an attempt to monopolize the
case, it need not be shown that the attempt is directed toward a
definable relevant market. That is a distinct minority view.

Every other circuit which has addressed that question has held
to the contrary; that is that there must be a definable relevant
market.

What happens if in California a fellow who under the lesser
standard applicable in the ninth circuit, but only in the ninth,
commits acts which would be an attempt to monopolize in the
ninth circuit but would not under the majority view in the other
circuits?

Assuming for the moment—and I think it is a reasonable as-
sumption—that the Court of Appeals for the Federal Circuit adopt-
ed the majority view, the result would be that the same act by the
same person in the State of California would or would not violate
the Sherman Act, depending on whether a patent action was joined
with the antitrust action.

That is a very, very undesirable state of law.

Senator HEFLIN. Any other comments?

Mr. Mann. If I might, I would again associate myself with Mr.
geriak’s comment but expound on another area of potential con-

ict.
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In the course of discovery in a patent antitrust action invariably
there will be a substantial number of documents which are with-
held, predicated upon a claim of attorney-client privilege or upon a
claim under Federal Rules of Civil Procedure 26(b)(8), work product
immunity of a document in which an attorney has expressed
mental opinions, et cetera.

Senator HErFLIN. If you deal with those sections you make me a
specialized Senator. Talk in common South Carolina language.

Mr. MaNN. I am sure you will recall—and I know you are a
former Justice of the Alabama court—you will recall an attorney-
client privilege, that is as simple as I can make it in South Carolin-
ian, work product immunity——

Senator HEFLIN. Mr. Mann, you are speaking as if we have a
computer to bring up those statistics.

Go ahead.

Mr. MANN. The district judge who looks at these documents in
camera makes a determination that certain documents will be
produced and that other documents are entitled to be withheld. In
the exercise of that decision he uses, for example in the third
circuit, what is referred to as the control group test; namely, if the
executive who has offered the document is a corporate executive
then the corporation is entitled to the privilege, but if it was a
janitor who offered the document the privilege is not accorded to
the particular defendant or corporation.

The third circuit exercises a test referred to as a control group
test. If that judge in his order, which is unappealable otherwise,
certifies something that merits the attention of the court of ap-
peals, under the provisions of this law that appeal will still go to
the regional circuit court of appeals.

If, on the other I and, the trial court fails to make such a deter-
mination or fails to send it up, ultimately the issue will wind its
way into the U.S. Court of Appeals for the Federal Circuit.

The fourth circuit, as an example, rejects the control group test.
What is this court, the new U.S. Court of Appeals, going to do?
Whose test will it adopt—the ninth circuit, the third circuit, the
fourth circuit, or will it promulgate yet another test for the deter-
mination of whether these documents are privileged or not?

These are fundamental rights, as I have submitted, and I stand
by my argument that appellate review should remain in the U.S.
Court of Appeals within the regions where the district court sits.

Mr. NEuMAN. I agree with what Mr. Geriak and Mr. Mann have
said. I would like to add one additional thought, and that is this:
Section 1338(b) of title 28, United States Code, provides for district
court original jurisdiction of unfair competition cases when joined
to a patent claim. That means that where you have the patent
cause of action and a pendent unfair competition cause of action, it
can involve State common law, trademark, and related matters. I
should point out that exclusive jurisdiction over trademark cases
has been excluded under the bills which are pending.

It seems to me that what we are going to generate will be a lot of
confusion and conflicting decisions as to what the trademark law in
the Federal circuit is as contrasted with the trademark law in the
other circuits, and similarly what the unfair competition law in the
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Federal circuit is compared to the unfair competition law, which is
usually based upon common law State right, is in the other circuit.

Senator HEFLIN. Patent law is the most unionized closed shop
law in the country, I suppose, is it not? You will all say it is
because of your expertise, I am sure.

Is there real gut opposition here; that is, that this court is likely
to get Potomac judicial fever? Is this one of the major things to
which you have objection; that is, that it can generate a Potomac
judicial fever to the litigation in the patent field?

Mr. NeumMmAN. If I may answer that one first, I do not think that
is our objection, that it will degenerate into a Potomac fever ourt.

The patent bar is divided on this matter. The corporate patent
counsel want the court. They employ outside trial counsel like Mr.
Geriak and myself to handle the litigation, and we are neither pro-
patent nor antipatent, and we try each case on its merits and its
own facts. We believe that that is best for this country; that is, that
there be no court of exclusive jurisdiction which has the potential
for becoming an antipatent court or the potential for becoming a
propatent court.

Mr. Geriak. I subscribe to what Mr. Neuman said. The patent
bar is unique in many ways. One of those ways is that Mr.
Neuman and I and others routinely represent both plaintiffs and
defendants in patent cases. There is no plaintiffs’ bar or defend-
ants’ bar as there is in many other areas of law.

The different points of view you hear expressed are expressed by
both the proponents and adversaries of this legislation with the
best intention as to what is best for the patent system, in the first
place. However, my concern and that of Mr. Neuman’s is that the
people who are in favor of this legislation in the patent bar have
tunnel vision as to what they think is a cure for problems they
perceive rather than looking at this in terms of what is good for
the legal system or the country.

With all of that, I am also not concerned about a “Potomaciza-
tion” of a court. I think the appointment process would probably
staff the court with people who are not terribly different in compe-
tence, background, whatever, from the regional courts of appeals. I
think the difficulty is that it creates an awkward, unworkable, and
unwise restructuring of the court.

My biggest concern about this is the abolishment of the diversity
that the circuit system provides. That has been good for the law for
two centuries. If it has been good for the law in all other areas of
the law, and one has suggested ever that I am aware of that it has
be(zn bad, why has it suddenly become bad for patent cases? It has
not.

That is the interest that motivates me to appear before you.

Mr. HorrmaN. I have one general observation in response to
your question, Senator, beyond the patent field.

You are well aware, of course, of the well-known Hruska Com-
mission, which was really a blue-ribbon commission which investi-
gated the appellate system of the country way beyond just patent
litigation. It concluded, I believe with no dissent among the mem-
bers, that specialized courts were bad. It expounded on some of the
reasons.
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By and large, whether we talk patents or other litigation, it
concluded that specialized courts were not a good thing.

Mr. ManN. If I might, without belaboring the point and to .the
extent that I can speak from the standpoint of a general practition-
er, my query is this: If it is patents today, it will be product
liability tomorrow. .

If it is a question of complicated issues, I would submit that a
thalidamide liability case is as complicated as any patent case you
can imagine. If it is going to be product liability, tomorrow it will
be a specialized court for appeals in environmental law, then they
will sooner or later come to the criminal law.

If we are going to deal in specialized courts, I would respectfully
submit that in accordance with the recommendations of the
Hruska Commission let’s create a national intermediate appellate
court having jurisdiction to hear appeals from circuit courts in all
areas of the law. Why should it be specialized?

Mr. HorFMmAN. This is the view of the American Bar Association.
I believe it is something you have spoken about on occasion.

I must say that Mr. Mann is really omniscient because we have
already gone through part of what he sees for the future. This
legislation, when it started out a few years back, had environmen-
tal cases in it. It had tax cases in it—I have forgotten what else—
oh, yes, trademarks.

Mr. Geriak. Interstate Commerce Commission.

Mr. HorFMmAN. For various reasons each of these things has been
deleted. If it is enacted in its present form, my guess is, as Mr.
Mann indicated, pressures will be to get them back into specialized
courts.

Senator HErLIN. Thank you, gentlemen. We appreciate your tes-
timony.

Nex}é we have Pauline Newman, FMS Corp.; Richard C. Witte,
The Procter & Gamble Co.; Donald Banner, Schuyler, Banner,
Birch, McKie & Beckett; Donald Dunner, Finnegan, Henderson,
Farabow, Garrett & Dunner; and Clarence T. Kipps, Jr., Miller &
Chevalier. _

If you would summarize your testimony, it would be appreciated.
I think this group has appeared before. .

We can adopt the record of the previous hearing as part of this
record. If you would, summarize your statements as briefly as you
can.

STATEMENT OF DONALD R. DUNNER, ATTORNEY, FINNEGAN,
HENDERSON, FARABOW, GARRETT & DUNNER

Mr. DunNNER. I appear as immediate past president of the Ameri-
can Patent Law Association. Interestingly enough, I was also one of
the two patent consultants to the Hruska Commission of which we
have heard much today.

I will be mercifully short in accordance with your suggestion,
Mr. Chairman. I will not reread my statement but rely on state-
ments previously submitted. I will devote a few minutes of my time
to responding to some of the points I have heard today.

First of all, with regard to the the Hruska Commission, I know
as well as anybody else sitting at this table before me today what
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that commission did since I was one of the two patent consultants
with Professor Gambrell.

We recommended to the commission, and the commission printed
our recommendations, that if the national court of appeals that we
are talking about were to be enacted we would favor that over a
special court of patent appeals.

n.nat legislation is going no place. We expressly placed a caveat
in our report, and we said if that comes to be the case we would
then favor reconsidering a special court of patent appeals. The
Hruska Commission report suggested a number of reasons, includ-
ing several suggested by Judge Rifkind, alluded to by Mr. Mann, as
to why a special court would not be acceptable. It is the genius of
this legislation that it deals effectively with those objections. One
of the principal objections, one we heard today, was the tunnel
vision objection, the fact that courts become parochial if they have
only a limited jurisdiction.

It was for that reason, among others, but that principally, that
this court is given jurisdiction not only over patent matters but
over other matters so that its jurisdiction will be broadened, so
that its tunnel vision will not exist. That is exactly a reason for the
bill, not a reason against the bill.

We have heard from Mr. Geriak and others that litigating law-
yers oppose, that the patent bar is split.

Well, the American Patent Law Association has about 4,500
members, and not only did the board of directors of that associ-
ation vote overwhelmingly in favor of this legislation, representing
many, perhaps half, of the litigating lawyers—and I am one of its
members—but it reaffirmed that view when the recent reexamina-
tion bill was passed by the Congress in December of last year, and
it reaffirms that today.

Former Commissioner Banner, who is here, will speak about the
patent lawyers in the ABA and I will not deal with that.

There has been a proposal, we have heard from Mr. Neuman,
about the way to solve the problem; that is, through a change in
the venue statute. That will not change anything. The circuits will
continue to generate diverse views based on attitudinal differences,
which is what the Hruska Commission talked about.

Moreover, that proposal, the language of which I have seen, will
do nothing that cannot be done today by patentees going into court
immediately without waiving choosing the forum of their choice.
Moreover, it will encourage litigation. It will encourage the paten-
tee in a race to the courthouse if he complies with the language
that they have.

It also has been suggested that reexamination will solve the
problem. Congress in December passed a new reexamination law
which is going into effect in July of this year.

Certainly that new law will contribute, hopefully significantly, to
a diminution of the problems we faced in the patent litigation area,
but the sponsors of that bill, the originators of that bill, people who
know about it, never in their lifetimes thought that a bill such as
that would solve the problems completely. In fact, the President’s
Domestic Policy Review, on which I served, had reexamination and
court reform as two—not alternative but two cumulative—solu-
tions to the problem in the patent area.
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| 1 submit reexamination will help but it will not solve the prob-
em.

Finally, Mr. Chairman, Mr. Geriak talked about a new form of
tactical pleading which would result if we had this new bill. Let me
assure you, Mr. Chairman, if there is sham pleading in order to get
an antitrust or another issue before this new court, the Federal
courts, be they the circuit courts of appeal or the new Court of
Appeals for the Federal Circuit, will have no trouble dealing with
sham pleadings. If there is true pleading, then logically, deservedly,
and understandably, it should come before this court.

I would be glad to answer further questions you might have. I
will leave further comments to the rest of this panel.

[The prepared statement and appendix 2 submitted by Mr.
Dunner follow:]

81-714 O—81——14
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PREPARED STATEMENT OF DoNALD R. DUNNER

The American Patent Law Association (aAP1r2a) is a national
society of lawvers engaged in the practice of patent, trademark,
copyright, licensing and related fields of law relating to
commercial and intellectual property rights. APLA membership
includes lawyers in private, corporate, and government 0
practiée; lawyers assoéiated with universities, small business
and large business; gnd lawyers active both in the domestic '
znd international transfer of technology areas. |

We commend this Subcommnitiee for undertaking this most
important series.of hearinés:whiéh:directly relate to the
alacming decline in 2merican industrial productivity and -
innovatioh. We verY'muCh“appieciéée'the privilege of appearing
here today %o aiécdss the rec%mméndations maée,by President
Carter in a message to Congress relatigg to declining industrial
innovation.

There are facts and impressive statistics_known to the
Members of this Subcommittee which demonsfrate that U.S.
technical superiority in the world is now threatened. We in
2PLA know from fiist—hana experience that competition in
world markets in hich technolegy products and goods produced
by advanced technological methods and processes is groﬁing
stiffer for 2American business each year. This declining
ability to compete is clearly having a éerious impact on
American exports and imports and is contributing to America's
massive trade deficit.

Relating to patents, the method by which advances of
technology are protected, we offer these statistics. In
1929, the Patent Office received 87,039 applications and
issued 43,617 patents. In Fiscal Year 1978, the Patent and
Trademark Office (PTO) received 100,473 applications and
issued 65,863 patenté, a per year advance of only 15% in

applications and 50% in new patents in a 50-year period. In

UL =S,

e,

(]

205
1866, 66,243 patents issued and in 1878, 65,963 patents

issuerd. Significantly, <uring this. recent period the number

-of fpplicgtion§sfi;gd by reﬁidents.qﬁ_foreign_copntriesg .

dramati?ally increased. In 1978, 37% of all patents issued
by the American.government were to foreign inventors. These
statistics suggest éo_us that- fewer and fewer Americans are
laboring at the cutting edge of’tgchnoiaay, while_suchilaﬂor
is ingreasingly effective elsewhere in the world.

* ) * ) *

It is the strong belief of the Ameriéén-Patent Law
Association that among the various legislative matters being
considered by this Committee are broposals which would have g
significant and positive impact ox industrial innovation
in the United States. Without in any way intending to
diminish the importance of several of these proposals, which
I will address specifically below, there are two legislative
items which I feel have special importance with respect
to the future of U.S. industrial innovation.

These items ~-dealing with reexamination and the
formation of a federal court with exclusive appellate
patent jurisdiction-- wpuld, I submit,hbave a greater positive
impac# on the future of industrial innovation than any
patent-oriented proposals considered by Congress during my
25-year professional caresr. I will accordingly address
them first.

* * E

Federal Court with Exclusive
Appellate Patent Jurisdiction

. -Though thgrg‘§x§§ﬁ a numbex bf Senate and House bills
dealiag with the creation of a federal court having exclusive
appellate jurisdiction over patent-related cases, the APIA
has directed its spécific attention to S. 1477. While the
ensuing comments will be kgyed to that bill, the applicability
of these comments to the .House counterparts of S. 1477

will be readily apparent.
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For reasons to follow, APLA strongly’ favors the basic perceived difficultiss in finding truly able individuals
7 : .
concept of S. 1477 creating a Court of Appeals for the Federal willing to serve bu due to the fear that because the entire
Circuit haviﬁ— exclusive appellate jurisdiction over patent &ppointment process -ould operate at’a low level of visibility,
g : 3 -

) : . . R particular seats or i=mdeed the court as a whole may be
related cases as a vehicle for contributing meaningfully and @ ! 2 B - ¥
positively to the climate in which industrial innovation ! "captured” by speciz_ _nterest groups. Still others have

{11 thri , cuestioned the need for a national patent court by pointing
wi rive. 1 o
: o to the pancity of 12 flict in i : -
. . . e paucity of actuzl conflicts --in the classical sense--
The concept of a specialized patent court has_begn_the i P Y -
: betwaen holdings of the various federal circuit courts of
subject of much-discussion and thinking and has elicited | o - T T -
) . ’ appeal.
both highly positive and necative reactions. In 1975, the !
i
: : L The Hruska Commission did not deny the existence of
Bruska Commission recommended against such a court and, in : ‘ Y :
:he course of so doing, catalogued the VArious arguments 2 special problems in -the patent area. Indeed, the Commission
s X ing, calogu i [=3 roumer ; . - . .
H ) e them with I 3 a
aévanced acainst its creation, to wit: (1) the guality of ; report zcknowledged =m with the observation that
. . ) ! The problem -1as been particularly acute in
decision-mazking would suffer as the specialized judces . ! . the field of pate=t law. - The -Commission's .
. | . - = - g °
become subject to "turnel vision," sseing the cases in ‘ consultants, Froressor Jjames B. Gambrell of ’
st ject © e VASSRy = g . New York Univers: ty and Donald R. Dunner, Esg.,
: confirmed what has long been asserted: the
3 3 3 3 T + d ol M . - ’ - s - . -
narrow perspective without the insights stemming from broad : perceived disparity in results in different
. . - ; circuits leads to widespread forum shopping.
. - . s =2 e ! “ s . . < pw
exposure to legal problems in a variety of fields; (2) : "[M]ad and undignified razces," Judge Eenry
. - < s . . s . ! Friendly describes them, "batween a patentee  *
judges of a specialized court, given their continued exposure : 1 wio wishes to sue for infrincement ia one circuit
. . : : believed to be benign toward patents, and a user
and great expertise in a single field of law, might impose i who wants to obtain a declaration of invalidity
: o B . T, ) . - or non-infringement in one believed to be hostile
their own views of policy even where the scope of review ; to them." .
_.under the applicable law is supposed to be more limited; (3) | Such forum shopping, write Professor Gambrell
' L . Do ) i - and Mr. Dunner, "demeans-the entire judicial process
s . . s o3t o e : ‘ s
vesting exclusive jurisdiction over a class of cases in one ‘ and the patent system as well." At the root of the
. : ) : roblem,- in their-view, is the-"lack of guidance and -
: i 5 £ ibilit ; prob.-emy . ’ . ;
court micht reduce the incentive, now ngﬁered by +the possibility i monitoring by a single court whose judgments are
: ' nationally binding." The Supreme Court has set, and
& =] + . i i i 3 N . 4 = 3 .
- that another-court.will pass on the same issue, to produce a ) can be expected to continue to set, national policy
: . e e . s ; in the area of patent law as in other areas oi federal
e -
thorough and persuasive opinion in articulation and support law. However, the Court should not be expected to
. ‘ > AT - o L e :
of a decision; (4) giving a national court exclusive juris- ) PET>DIM & MONiLOT-Ng runmction on a contlpg}ng basis
' LA N . : in this complex field.... (Footnotes omitted.)
. . als in:a-cat £ ow heard by the -°- - z "Structure and Internal Procedures: Recommendations
-diction over-appeals 1in=a~category ol cases n Tad oy & for Chance," Commission of Revision of the Federal
- s s . ; Court Zppellate System . 15 (June 1875). .~
circuit courts would tend to dilute or eliminate regional i sE 2 yYscem, p ( ) N\
influence in the decision of those cases; (5) excluding these ‘ The Commission feli, however, that these problems would be
L P N 1 .
) 3 . - ., N .
courts from consideration of particular categories of- cases” " better dealt with through its proposal of a National Court
D raf than thr appellate court havi
would also coniract the breadth of experience and knowledge of Appeals rather an through an appell aving
. exclusive patent jurisdiction.
which the circuit court judges vould bring to bear on other V J
‘ . - At the present time, the Bruska proposal for a National
casas; and (6) concern has been expressed about the guality b ’ Pror
. t of Appeals is going nowhere guickly and, as best I can
of appointments to a specialized court, not only because of the Court PP s g gn q y ’

tell, has a less than positiwve Future. The patent problems

"
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favorable of reportegd 3
“noted by-the Commission are, however, still very much with portea surveys holding patent

s valid in no

us. More specifically, while there may not be extensive

E more than approximately 50 percent of the litigated cases,

conilicts in, the holdings of thke various federal circuit

; ——conventionélly
courts of appeal on given légal issues, the present judicial @ ﬁ . cesting each side a guarter of a million dollars or more in
system for reviewing patent disputes has generated extensive g & typical patent case-- obtzins in zbundance. Yoreover,
differences in the various circuits' application of the patent o é bFsinessmen of ordinarily high:eéhics dishonor patents (as
law which, in turn, has generated actual and perceived E the courts so often do) and indulge in the self-help of
differences in the degree of hospitality which the diiferent E compulsor? license by infrlngementfplus—a—long—drawn-out
circuits accord to patents which, in turn, has generated , litigation, secure in the xnowledge that courts hardly ever
widespread forum shopping by both patentees and aliegéd ; find infringement to be Geliberate since they are deemed by
infringers seeking forums most favorable to their point of ’ { mOST to be legitimate public-policy-favored tests of the
view, which in turn has inordinately increaged litigation é validity of presumptively odious patent monopolies.
expenses and made it extremely difficult for patent lawyers The problem:is not alléviaﬁed by the Supreme Court,
to aé;ise their clienté as +o +the likelihood of success in a é z partly beczuse that Court has not had the time to review a
given case. i sufficient number of cases in the patent field but because,

Moreover, contrzry to the view of scme that there when it has tzken such cases, it has spoken inconsistently
exists no plethora of actual conflicts in the classical , ' and created a wide disparity of views among the lower courts
sense between the various federal couris of appeal, there ’ as to the precise legal guidelines which are to govern the
has been a wide variety of views zmong the circuits as to i‘ resolution of patent disputes. .
the nature of the %test to be zpplied to determine whether 3 But the existence of the present federal appellate
patentable invention exists. By way of example, some courts | system in the patent area has still other perniciocus effects.
insist t+hat "svnergism" must be present before an iavention ! Wnile it is true that many businessmen and inventors have
rises to the level of patentability; other courts reject ﬁ respected patents with full knowledge and appreciation of
this requi:émént; ‘Some courts impose a special test of what they were doing, the patent system functions in significant -
patentability applicable to so-called "combination™ inventions; Part because many inventors and businessmen of moderate

>
s
o

. . . . . . . xr 3 ) S £ N - .
other courts recognize that all inventions are "combinations™ posture do not _know how poorly it functions. And they

. . . - N . .. '
of 0l1d elements and that there can, accordingly, be no such proceed with their R&D holding a cgambler's hope for a Xerox

special test. And so on.

invention and a2 blind faith that their government would not
& ' i .
The consequenées of the.foregoing are not susceptible work a fraud upon them by offering no resl protection of
to ready documentation. ‘Certain conseqguences, however, are their iavention within reasonable price znd time parameters.
easily discernible without. documentation and common to the ; : But it is the informed -judcment of many that numerous
. ! .
experience of most practicing patent lawyers. With the j companies have cut back their patent progrzms as too excensive.
inability of lawyers to advise their clients reliebly in a % Many have cut bzck their R&D 2s not providing aay return on
: , ‘ )
-* given- fact situation-and with the courts under even the most { investment.
|

S
o
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During the recent deliberations of the Subcommittee on
Patent Policy of +the Advisory Committee on Industrial Innovation
of President Carter's pomestic Policy Review, members of the
subcommittee related the pessimism thaé irfects the denision-
making process in the United. States industrial environment:

No right to exclude competitors can be obtained in much less
than about Tour years or for less than X hundred thousand
dollars, and the odds of success are no betiter than 50
percent. Giyen these conditions, much_thought‘is given to
spending money on business investments other than patent
litigation as providing a better return on investment. The
mood is one which permeates not only the decision on a
particular plagerism, but he boardroom when the R&D department
budget comes up and the anticipsted return from prior research

is seen to be at best a possible d&ream. -
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While it is difficult to cuantify th
frestration over the shortcomings of the patent system has

Ceterred investment in 2¢D, it is clear that RiD is per se

i-risk investment, with cost overruns more the rule
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society is becoming more security
consciocus at all lsvels, including the board or budget
committee room. When decisions are being made, the gambler's
spirit is low 2nd any minor cold water on a reguest IZor
rasearch --with its cost znd ROI uncariain-- is apt ?o
militate against a favorzble research decision. 2And this is

particularly so given the fact that any ROI rezlized is apt
to come well after‘the present budget committee members have
hopefully moved on to other positions. Such decision-makers
need 2 more immediate and certain return on their dollar
expenditure than is frequently prbvided by the R&D dollar, -
R&D and innovauion are not popular places to spend
money when a safe savings and loan is paying over é percent.
What does it take to attract money from safe, high-yield ~ "~

investments into R&D? In my view and that of the DPR Patent

et

.7ekers and the inevitable improvement

211

Policy Subcommittee, it tzkes at least a modicum of competitive

safety and high yvield. Moreover, it is my view --again
shared by the DPR Patent Policy Subcommittee~~ that the
uniformity and reliability made possible by a centralized
patent court would contribute meaningfully to the achievement

of those conditions, their perception by industrial decision-

pernaps more significantly, the increzsed predictability of

oroblems noted above may be the subject of legitimate debate.

Certain aspects of this bill are, however, worthy of special

note.

No doubt the oft~-repeated and Sundamental objection to

‘each proposal. for any "special® patent court has been that.

previously noted in connection with the Hruska Commission

study, that the quality of decision-making would suffer as

the specialized_ judges becomé'subject to "tunnel vision,"
seeing the czses in narrow perspective without the insight
stemming from broad exposure to.legal problems in a.variety-
of fields. Perhaps the single most significant advantage of
S. 1477 is that it significantly disarms this objection by
providing the judges on the new Court of Appeals for the
federal Circuit with a fairly broad jurisdictional base,

which would include patents, trademarks, customs, government

- contracts,- Indian claims, etc., not to mention the vast - -

rray of issues which invariably are generated in patent and

v

trademark litication including these involving contracts,

gntitrust, :trade secrets, unfzir ccmpetiticn, znd more.

T Y



212

© rest other concerns,

o

Moresover, S. 1477 should put

expressed by the Kruska Commissicn and others, regarding

sc~called "special® courts. Thus, concern that vesting

exclusive jurisdiction over a class of cases in one court

might reduce the incentive to produce a thorouch and

h
1.

a édecision

on in articulation and support o

-

persuasive opin
is belied by the articulated opinions generated by existing
specialized courts such .as tﬁe Court of Customé and ﬁatent
Appeals, wncse omininns have been cited with great recularity
in recent years and which would form part of the new—Cbﬁrt of
Appeals for the Federal Circuiﬁ. Concern as to the guality

of appointments to a specialized court has some historical
Justification but is significantly undermined by the relatively
high guality of the zppointments to courts such as t@e Court

of Customs and Pacent Appeals and the Court of Claims over

the past 20-year period. And, concerns over possible dilution
or elimination of regional influences in the decisicn-making
process oif patent cases and the possible contraction of the

breadth of experience .and knowledce which the generalist

e

circuit judges wouléd otherwise bring to bear on other cases
are deemed to be extremely marginal and guestionable consid-
eraticons which, assuming their more than marginal significance,

hardly counterbalance the potential advantages of a national

ralizrce upon the patent grant, the cornerstone of the

vation system.

1.
¥
i
]

The foregoing comments support ¢generzlly the concepts
embodied in S. 1477.  The 2PLA has, however, also znalyzed

S. 1477 znd concluded that several

Ih

s

he specific provisiens o

of these provisions would be improved if modified. These
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modifications are ‘attached hereto as Appendix 1. Also
o R T

ac 31 &
atcached as Appendix 2 are conments on additional objecticns

nationa i i
ational court having exclusive appallate patent jurisdiction

~

* * %

Reexamination

The APLA - lehes 3 i i
wholeheartedly supports legislation providing

F-gis : i ’
Office. Almost two years ago, the APLA Board of Managers

r+

»assed a resolution expressing this suppor:t, +to wit:
= BE IT:RESOLVED, that the Zmerican Patent Law
Assoc1at19n favors in principle reexamination
by_?be Uqlted States Patent ang Tradem;rk
Office O©f any United States patent at any
time during its term when reqguested by any
berson upon citation of patents and printed
publications- which had not been previo;sly -

APPENDIX 2 -

NTax = 8ILeTy ©I Views csveizoed Tn
ci T&nt circults on wvaricus poincs
or es rTevi Sy i Uoreme Cou=i ’
:n Eﬁi;TeY-s oy Svzreme Cousx
an Towith i e 1 g-sant oppor- -
1 Y for diversi: visws the lzw -
! stzgnate and ri ifyv, saising '
th vestion of whe &ny case
WO cet to the Su S Court :
RSSEONSE: Thi uestd
+9S Question presuooeses that the Stpreme

wing a diversiiy (viz. conilict)
Or Views between the circuite
the czse ang,

erant e et = . .
- aébed wWIlts on’ petitions for certiorzri from the CC22 in

two cases (Parker v. Flook, 437 U.S: 584 (1878) and Parker

ul

7.

ercy, 438 U.S. 902 (1978') notwithstandirg the absens '

(]

= = 3 da 4 3 S
Or any conilict on the issues involved. Recent experience

L R = T ~
nas thus demonstratad thas shoulé the new cours éeviate in
—— -_— e
Any meaningful respect fre-n what the law “should
Court review will be available.
Iﬁqltor:s note: Only appendix 2 was received.]

Bremtan
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) . ) . . . _ ) . similar problems has certainly not keen established and,
A5 teo the growth ia the lzw Tesulting. from the variety : .
_. . e e el L. . . . . U should they exist, those other fislgds may well be in need of
Oz views developed in differsns circuits, there is some meris i
. . . ' similar relies.
to the conitention that some of this wouid be lost by the :
rocosad nsolidats +houch Civewcd - S vie int < £ ’ -
Proposec comsolidation, thouch d&i ersity of viewooint would a
M » - 3 I '
still be cenerated by differsnt district court Jucdges zoplvinc CiNTENTION 3. GUCCES OF 2 coaciatieed amnoo civen
oF v c —eda ) . - ?-_ -~ & aJcClILcEsa A SRl C oWl
. o / TIELY coatinead 2¥3Csure zndéd crezs
the lzw %o €iffexing fact satterns as the law evolves., In &ny o S exzertise in a =41;:° Field O vy
S-S0 ~d Sl as L2120 - mZW, .
: : - : L : micht impose their cwn views of solic
event, to the exteni that "percolation™ (as the Drocess is i even wheva t?; scooe O;V,né:_w ufg;; yhe
’ = SEX2 s g = ~ TEeV.ie noer oo
. .. . . ) . . ; azplicabla lzw isg stppcsad o e more
called) is sacrificed by the orczosed court, this is a small i limitad TE N Hes
i1 ’ == ~ .
S . - = 4 4 5 - - = AR e % 3 - -~ o } -
Price to pay for +he Signiiicant zdvanitaces to be cained Zrom 4 CORTIZNTION 3 .
. R o '._7*;71_\::—\) . T ane— o S =3 = 3 - =
. - . . . X . | ARTANT P FrEsumeqd expertise of sincle court of zppeal
1ts aaopticn, as selizd out elsewheza 3in this Daper, h would encourzce atiemsis in ~--*W'‘-cas-;r:fa:'se
. - B Qi zc -SSLE T S8TXV < a2 o
j grzellate level a-~¢ &nEourace the court o
| Substitute its judcment .for that of the
. . L .. _ . . L trial court, thereby changing the stazncards
CCHTINTICN 2: Therz is CilszariTy cf epplicziicn bozx . end level of review
€rsat and small heiween circuiss in zlmcst . z
2l é of fedsral lavw and there will ; FZS2CNST: . These contzntions ars no= Zully unéderstood.
al +SParily. Disparizy is cured ‘? V
=n ays besn cured sither by the i To the extent the Cour: ©f 2ppeals for the Federal Circuit .
Su Tt or Lv tha Concresces.
. . fssss o mas is reviewing guestions of fact from a lower court,. tha+t
lzw rhas long bzen besetxby ciZficunliizsg : :

of fackt, 2s o Questions of law, the new court would be asg

Izza to subst%tuta its own judement of whit the law is or

ntmerous prior judicizl holdings. Their efforts were,

Acwever, anything but successful, since tlhz zourts have

since then gone off in a varisty of opposed directions on
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. . o §/ o without regard :o what it should e, the foundation for this
+
( notion is at best Guestionable and, in any event, whataver

. : - . N = . the court does is subject to Supreme Cour: control o keepn
infreguantly -—mostly spezking iz rhetorical -iourishss when 2

-~ it in toe. . In this-connection, it should be much ‘simpler

. : s he Supreme Court o control the visws of a single cour:
lcwer courkts. Morsover, attempts to correct the situation ¢
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with further revision of the Patent law over the past decade v e - © contzol the views cf 21

azver cottean totally bogged dcwm in debatss and disputes as .
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to how the lazw should be changed, the end result of whic
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Seep no change whatever. Whether other fields of law have
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CCNTENTION 4: Sou_bs o_'gc?e:a% juriscicticn render P 5 for the Federal Circuiz, io wit, that patent avoezls
. more ecuitzble decisions" than world : : : o " =TT
courts such as the prepesed fzdezal Presently impart 2 de minimus lozd on existing circuit
couvr: of appeals for the faderal circuii, - -
cour = % . .
. T _. A duris oz appeal, the pecwers that be presumably can structura
KZSP0ONEE: Anycone who is at 21l familizr with +the ! o e . T
a ! <18 new count so that the number ~F jucces, to be asgicmeﬁ

éecisions of the Court of Customs and Patent Apcezls over { .
! . casaload without undue

(VARIANT) : ©No one jud
technica

; w2 Eifficulty.
0 - ‘- ‘. " - - 3 3 = (
contention. The fact is that those cdecisions are at least @ :
. . i
t
2s "eguitable" and tzke-'into account the "rezlities" of life | c
; NTENTION 7: a "o —— : .
P e = NPT i CNZENTION 7: An "expert” court will be "inexpert"” with
zs do decisicns of courts of cgsneral jurisdiction. : : Tegarc to issves ouitsides of its':rascvibed
" : i jurisdiction. T
!
. =Tqw e -} - 2 2 3
. . . . . . E SEEIONSS: To the extent that judces of a Court of
CONTINTION 5: No special experiise is nesded, especizlly i
. . . H = = = = . .
at the zooellazte lsvel, . : sppeals for the Federal Circuit would be "inexpert" with
. —S——— ; b = Al
:
N TN T S - . i ——r e - e e an = . . ‘
CONTENTION 5 ) i -S%3IC TO0 issuzs other fhan the patent, trademask and other
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more than imited portion of the technical -
cases which would come before a court haviag 1t will e 0o mors "inesperi’ on thoss subiects thism an oF
.- . exclusive patent jurisdiction. _ - -ST=S waEn any o=
‘ the other circuit courts of acsez) Tss 2bilitv o &
- ~ s . 2 TCE Oz arpezl, XXts abili*y o deal
TS2ONSE: The expertise which would be relevant to the S - -
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ahility of a judge to handle patent-oriented ca2ses is not a
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specific expertise in chamistry or rocnics ox the lika

but an expertise in cdealing with technical cases cenerxally,

since these with some technological training or bhackground
ozdinarily feel more at ease dealing with technical subject ,
o . - CONTENTION 8: JThe Supreme Court's decision in
matier than do those who are not so t== Blonder-Toncue, Inc. v. Universityv of
Iliincis Touncdaztiion, 402 U.S. 313
(1871), mzking agpiiczble the éoct
. of unilateral collzterzl estopcsel
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== patent cases, diminishes or eliminates
' the need. for a court havi 1nsi
withcut zZ=gardé to whaihser oz < the sxisti zzpellat = e £ having exclusive
wLtehout Izgalc 0O WNSToLED O 0 Lye &MIs3ting azselizca 5 stpellate satent jurisdiction.
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CONTINTION 6: Lﬁe new Court oI Appea-s Ior the rece is not at all seen. 3Indeed, the fact that the Firs:t-bite a=
: . Circuit woulé have a disproporticnate ‘ 1
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lczé of "complseX" cases the apple by a patent owner might well be his last would
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2 major oproblem which

M

5 o 3 = - + 3 ' :
X1sTs in the patent field and which, at the szme timae
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Erovides a mezningful answer to

Ox specialized courts of zopeals wi
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Senator HErFLIN. Please proceed down the table.

STATEMENT OF DONALD W. BANNER, ATTORNEY, SCHUYLER,
BANNER, BIRCH, McKIE & BECKETT

Mr. BANNER. I am Donald Banner. I also have submitted testimo-
ny for the record. I will merely comment on some high points as I
see them, sir.

The origination of the input to the Domestic Policy Review, to
which Mr. Dunner has just referred, came from my office when I
was Commissioner of Patents and Trademarks. In that context we
recommended that there be, first of all, reexamination, and, second
and additionally, a review of this matter of single court for patent
appeals for the purpose of reducing the cost of litigation and for
increasing certainty.

The Domestic Policy Review people finally did, as Mr. Dunner
hi.. said, recommend both of those salutary steps. One is not a
substitute for the other. One was never intended to be a substitute
for the other. Reexamination will not do what this Court of Ap-
peals for the Federal Circuit will do.

Second, sir, I would like to comment on the point that has been
made that the patent bar is split on this issue. In addition to
having been the Commissioner of Patents and Trademarks, I was
the chairman of the section of Patent Trademark and Copyright
Law for the American Bar Association. Mr. Dunner was chairman
of the American Patent Law Association, as I was, and I have been
president of the Association of Corporate Patent Counsel.

It is interesting, sir, that the American Patent Law Association
has voted in favor of this legislation, and so has the section of
Patent Trademark and Copyright Law of the American Bar Associ-
ation. The people who are expert in this field have voted in favor of
this legislation.

We have heard that there is a feeling on the part of lawyers who
specialize in litigation that those who vote in favor of the bill may
be propatent inclined or negative patent inclined. We have heard
that people who specialize in patent litigation are on both sides of
the coin. So, sir, are the people in the American Patent Law
Association and in the ABA section of Patent and Trademark and
Copyright Law who are on both sides all the time. They have to be.
As I said, they voted for this legislation. There is no pro- or anti-
patent aspect to this at all. There cannot be.

We want to, however, strengthen the patent system so it is more
reliable and less costly. We think this bill will effect that result.
Thank you.

[The prepared statement of Mr. Banner follows:]

81-714 O—81—15
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PrePareD STATEMENT oF Donalb W. Banner

Mr. Chairman:

I am grateful to you, and the other members of the Subcommittee, for

the opportunity to present my testimony in support of- this legislation, particularly

as it relates to a single court for patent appeals.

My experience in the field of patent law extends for over thirty years.
1 have been United States Commissioner of Patents and Trademarks; Chairman
of the Section of Patent, Trademark and Copyright Law of both the American
Bar Association and the Illinois State Bar Association; President of the American
Patent Law Association and President of the Association of Corporate Patent
Counsel. For over fifteen years before becoming Commissioner I was the
General Patent Counsel of a large corporation. For some twenty years I

have been a teacher of patent and antitrust law. I am now a partner in a

Washington law firm and President of Intellectual Property Owners, Inc.
As you know, with the recognition that innovation in our country was

not what it should be in 1978, the President instituted a Domestic Policy

"Review relating to that subject. As Commissioner — and Chairman of the

Intergovernmental Task Force on Patents and Information — I was asked to
recommend steps which would strengthen our patent system and thereby
improve our innvoation ambience. In response, I recommended legislation to
effect reexamination, which we now have; in addition I stated that it was
necessary to address the "problem of high cost of pitent litigation and the
inconsistency between circuits of judicial approach to patent cases." .The
establishment of a central patent court was therefore recommended for
consideraticn.

These two recommendations were not conceived as solutions to all of
the problems that ever would exist; rather they were viewed as steps toward
the goal of making the patent system operate more rapidly, at lower cost
and with greater certainly. It is, in my opinion, absolutely essential that we
take such steps. Indeed, it is, in my opinion, imperative that immediate
progress be made toward improving the.reliability of the patent system so

that inventors and investors — particularly, but not exclusively, those with

L
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limited means — can have confidence that they are not simply deluding
themselves and wasting their substance when they try to move toward the
cutting edge of technology. As I stated at the outset of the Domestic
Policy Review, "Unless the inventor ean have reasonable certainty that, once
granted, his patent is (1) valid and (2) enforceable, then the rights conveyed
by a patent are illusory, the government has defaulted on its resp;msibilities
under the patent contract, a patent is Worthless' and, ultimately, the patent
system becomes a cruel hoax."

The importance of increased reliability and certainty in the operation
of the patent system cannot be overemphasized — particularly to individuals
and small businesses.

In considering that issue it is important to realize that there are critical
issues upon which the Circuit Courts disagree which are in addition to the
"obviousness" issue. Reexamination will help — but will not eliminate — the
difficulties associated with "obviousness". However while opponents of this
legislation sometimes seem to suggest that the "obviousness" issue is the
only issue affecting patent validity or enforcement on which the circuits
differ, it should be understood that this is not the ease. The Circuit Courts
differ, for example, on issues such as the "on sale" defense;l/ they differ

on the Mate claiming" issue;2/ they differ on whether "synergism" is required

for patent validity, they differ on the parameters of "experimental use", on

the issue of whether "obviousness" is a question of fact or law, as well as
on the determination and effect of "file wrapper estoppel."3/

So let us be very clear on the fact that significant differences in the
interpretation of the patent law separate the circuits — differences which
establish either validity or invalidity — in addition to the "obviousness"
consideration. Because there are these differences, lawyers try to pick the
forum most favorable to their case. There obvivously is nothing wrong in

v Robert L. Zeig, Developments in Law of "On Sale™; Journal of the
Patent Office Society, August, 1976, Vol. 58, No. 8, p. 470.

2/ Robert C. Ryan, The Muncie Gear Doectrine And The Effect of
Section 132 Upon It; Loyola University of Chicago Law Journal, Spring,
1980, Vol. 11, Number 3, p. 375.

3/ Jack C. Goldstein, Conflicting Rules of Patent Law Within The Federal

dudieial System, Intellectual Property Law Review, 1980, p. 135 (Clark
Boardmani.
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doing this but forum shopping in patent litigation does ‘exist. Furthermore it

very definitely adds to the cost of patent litigation. And when the issue of

patent validity includes a factor based upon the geographical location of the
tribunal — an unforeseeable factor at the time the patent application is

being prepared — the uncertainty of the result is compounded to an unacceptable

degree.
I am in agreement with my colleagues in the American Patent Law
Association and I respectfully cannot support the view that forum shopping
does not exist expressed in the House hearings by the distinguished representative
-of the American Bar Association. In this regard, I invite your attention to

the fact (expressed in last year's hearing) that the Section of Patent, Trademark
and Copyright Law of the ABA supported the concept of a single court for
patent appeals. While the overall organization opposes that concept it would
seem fair to conclude that the members of the Section are more knowledgeable
and experienced in the ramifications of this matter than are lawyers whose
practice is largely in other fields of law.

When we consider the status of U.5. innovation -today, 1 believe we are

foreed to conclude that there are some things we are doing wrong. We are
going to have to take those steps ngcessary to effect the desired changes.
One such step is to make the validity and enforceability of the United States
patent more reliable. - I believe this legislation will contribute to such a
tesult; therefore I support it and recommend it to you.

Thank you again, Mr. Chairman, for the opportunity to appear before

the Subcommittee with regard to this legislation.
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STATEMENT OF RICHARD C. WITTE, CHIEF PATENT COUNSEL,
PROCTER & GAMBLE CO., CINCINNATI, GHIO

Mr. WitTE. I am Richard C. Witte. I am here today to support
the single court of patent appeals on behalf of the Industrial Re-
search Institute. This institute comprises more than 250 companies
which do most of the industrial research which is done in the
United States. The IRI strongly supports the patent system. It
recognizes the good points of the patent system and some weak
points.

The IRI member companies pay a lot of money to do industrial
R. & D. They pay a lot of money to obtain patents. They also pay a
lot of money to litigation lawyers who are retained to enforce their
patents and defend patent infringement suits brought by other
corporations. Unlike these litigating lawyers, however, the IRI
members voted by a large majority to advocate consideration of a
single court of patent appeals.

The IRI is convinced that the continued industrial success of the
United States requires the incentive of the patent system to en-
courage and protect the investment of capital and effort in re-
search and in the commercialization of inventions. This is neces-
sary not only for the patented technology to make profits for these
companies, but also to be used to benefit society and for further
scientific stimulation.

The IRI study of the patent system was not limited to a small
group of patent lawyers. The IRI study committee comprised R. &
D. executives. They had the benefit of advice from their patent
lawyers. But it is the views of the management scientists and
engineers of the Industrial Research Institute which I am express-
ing here today. '

These R. & D. executives identified the cost, nonuniformity, and
uncertainty of patent litigation as a major factor discouraging the
patent incentive by an 84- to 10-percent vote. They feel strongly
that the way patents are being tried and appeals are being made
can and should be improved.

Businessmen, such as industrial R. & D. executives, want certain-
ty and uniformity in their patents and the way that they are
enforced. By a 72- to 26-percent vote, they identified a single court
of patent appeals as a significant way to increase the certainty,
uniformity, and objectivity which they desire in patent litigation.

They desire these things whether they are asserting their own
company’s patent or are defending a patent infringement suit
brought by another corporation. Corporations don’t want all pat-
ents upheld or all invalidated. They want objectivity and predicta-
bility for their own patents and the patents of others. They want a
Federal patent law which doesn’t vary from circuit to circuit.

The IRI supported reexamination in addition to a single court of
patent appeals. Both are needed: reexamination to provide a better
patent, and a single court of patent appeals to have patents litigat-
ed on a sounder basis.

[The prepared statement of Mr. Witte follows:]
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PREPARED STATEMENT OF RicHarD C, WITTE

Thank you for your invitation to testify. I am Richard C. Witte. I
am speaking on behalf of the Industrial Research }nstltute in sup-
port of a single court of patent appeals. I am Chief Patent.Counsel
for The Procter & Gamble Company, a member of the I.R.I., which also
supports this court.

industrial Research Institute, Inc. is a non-profit organization,
founded in 1938. It has a membership of over 250 industrial compa-
nies (list attached), who are responsible for the conduct and man-
agement of a large portion of all industrial research and develop-
ment activity being carried on in the United States. Thgse compa-
nies own and use the patents which cover this R&D activity. They
pay the fees of the litigation lawyers when patents are asserted by
or against them.

purposes of the Industrial Research Institute are six—fold:' (1) to
promote, through the cooperative efforts of its members, %mproved
economical, and effective techniques of organizatiaon, adm%nlstra-
tion, and operation of industrial research; (2) to foster interac-
tion between research and other corporate functions; (3) to generate
understanding and coocperation between the academic and industrial
research communities; (4) to afford a means for industry to cooper-
ate effectively with government in matters related to research; (5)
to stimulate and develop an understanding of research as a force in
economic, industrial, and social activities; (6) to encourage high
standards in the field of industrial research.

The I.R.I.'s support of the single patent appeals court developed
early in 1978, when the I.R.I. decided to study and prepare a posi-
tion statement on the U.S. patent system and its impact on indus-
trial research and development. This study was conducted by a spe-
cial committee of reserach and development executives of several of

the I.R.I. member companies.

The position statement on the patent system was sent to each I.R.I.
member for comments and approval. The position statement identified
strengths and weaknesses of the patent system from the standpoint of
its impact on industrial research and development. It commented
very favorably on the value of the patent system, stating: "Contin-
ued industrial success of the U.S. requires the incentives of the
patent system, not only to encourage the necessary investment of
capital and effort in research and for the commercialization - of
inventions so that society can enjoy their benefits, but also to
enceurage the disclosure of inventive technology."

It also identified sevcral areas for improvement. Among these were
the need for greater certainty, uniformity, and speed when patents
are asserted in the U.S. court system. To achieve these objectives,
the I.R.I. supported the concept of a single court of patent appeals
for all patent litigation. The: full background in the position
statement is as follows:

Enforceability of a patent is an integral part of the patent
system because assertion in litigation is the ultimate test of
the basic exclusionary property right of the patent. Many pat-
ents are afforded their deserved respect without the necessity
of litigation. This respect will be broadened if overall patent
quality is dimproved by better examination. There has, however,
historically been a need to litigate patents which involve hon-
est differences of opinion on validity and scope between the
patentee and alleged infringer. Unfortunately, such litigation
has become complex, lengthy, and expensive, in & large measure
because of the scope of discovery; this presents difficulties
for both the patent owner and accused infringer. Litigation
problems have wunduly discouraged patent owners, particularly
those with 1limited financial resources, from asserting their
patents because a validity determination by a court is expensive

.
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and uncertain; and if the patent is upheld, the damages may not
be enough to pay for the litigation. This reluctance to assert
has encouraged infringement of patents which should otherwise be
respected. Litigation expense may intimidate a patent owner
into accepting unfavorable settlements. Conversely, a patent
owner may intimidate a weak infringer with the expense of liti-
gatlon: Compounding these problems is the variance in the opin-
lons in the Federal courts regarding patentability standards.
Patent owners and infringers Jjockey to get into courts which
favor their own interests. This further adds to the expense and
uncertainty of owning patents and making investments in reliance
on patents.

The I.R.I. supports legislative and judicial ‘efforts to decrease
the expense, uncertainty, and inequities experienced by patent
owners and those accused infringers having honest differences of
opinion on the validity and scope of a patent. We believe that
it would be worthwhile to give careful consideration to a single
court of appeals for patent litigation which would speed up pat-
ent litigation and make it more uniform and certain. If such a
court could institute discovery reform, litigation expenses
could be reduced. This concept of a patent appeals court has
been contro{eq51al because of a prediction that the patent court
would be rigid, technical, inflexible, and unable to handle
issues ancillary to patent validity and infringement, such as
ugfalr competition and antitrust issues. Even if this predic-
E%on werg accur?t?,t we submit that the reduction in expense,
ime, and uncertain would signific
ings of the specializéd court. gnificantly offset any shortcom-

Prior to final approval of the position statement i i -
posal, a draft was sent to each member company ofwtﬁg gTé?I?rgn
Juge, 1978. Comments on the statement were requested. A question-
halre was employed for this purpose. Over 50% of the I.R.I. member
companies responded to this questionnaire. Many substantive com-
ments were added beyond the yes/no answers. This indicates a high
level of understanding and interest in the subject matter. A 50%
response level is very high for this sort of survey and represents

most of the major industrial research - :
cauntry. and development effort in

The following questions were addressed to the issue of a single court of patent appeals:

Enforceability of a patent in court is so complex, lengthy,
gxpensive, and uncertain that the full value of the patent
incentive is being eroded:

Yes - 84% No - 10% No Answer - 6%
Variance in the courts on standards of patentability is a part
of these problems:

Yes - 84% No - 11% No Answer - 5%
Some legislative and judificial efforts to decrease these prob-
lems should be made:

Yes - B6% No - 7% No Answer - 7%
A single court of appeals for patent litigation should be con-
sidered:

Yes - 72% No - 26% No Answer - 2%

Would such a court, if properly organized, streamline and speed
up patent litigation and make it more uniform?

Yes - 76% No - 13% No Answer. - 11%
Would such a court tend to be rigid, technical, inflexible, and
unable to handle issues ancillary to patents? .-

Yes - 21% No - 674% No Answer ~-'15

If such a court did have these problems, would the improvement
advantages outweigh them for the principal industrial users of the
patent inrentive?
Yes - 59% No - 29% No Answer - 12%

Responsive to this comprehensive survey, the official position paper
of the Industrial Research Institute was finalized and reported to
the I.R.I. membership at a meeting on October 23, 1978, and approved
by its Board of Directors on December 15, 1978.

e Mt
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Senator HErFLIN. Ms. Newman?

STATEMENT OF PAULINE NEWMAN, DIRECTOR OF PATENTS
AND LICENSING, FMC CORP., PHILADELPHIA, PA.

Ms. NEwMAN. I am director of patents and licensing with FMC
Corp. I have submitted a statement for the record which I will
summarize briefly. o _

I appear on behalf of the 102 companies and institutions which
are listed in the attachment to my statement. I appear on behalf of
those whose property rights are the subject of this proposed legisla-
tion. Together these companies represent a large—a very large—
segment of U.S. technology-based industry; and included in this list
are two of the major academic research institutions of the country.
We all support the principle of a centralized court for appeals in
patent cases.

We all have in common a certain dependence on the patent
system. We all have house counsel who are specialists in patent
law, and we have extensive experience in the ways that court
structure and judicial systems impact on our industries, on our
technology-based innovations, on our research, and on our commer-
cial decisions. . _ .

We urge that the proposed court will enhance the industrial
incentive toward technological growth. We believe it will have a
direct benefit on investment decisions and commercial incentives.

I would like to discuss our reasons for this belief. Technological
advance, as you know, starts with invention, with research and
development. The industries of this group are not in the business of
gadgets or gimmicks. We know the costs of research and develop-
ment, the uncertainty of research success, the gamble in the search
for new products and improved processes.

My company, which is far from the biggest or most research
dependent, spent $100 million on commercially oriented R. & D. in
1980. This means that each year a fair return must be recovered in
the form of new products and enhanced productivity, cumulatively
year after year, to justify this investment; with adjustments for
leadtime, capital commitments that dwarf R. & D., costs and all the
other costs involved in technological innovation.

In industry the successful research must carry the unsuccessful.
Most advanced technology is much more expensive to invent and
develop than to copy. Thus, a businessman calculates the potential
return on this R. & D. investment, with all of the uncertainties of
such calculations.

In my experience and in our collective experience the patent
factor plays a very troublesome role in such considerations because
of its unpredictably defeasible nature. Maybe you have an enforce-
able patent, maybe you don’t. Maybe it shields your investment to
enable the calculated return or it may suddenly fail to fulfill this
purpose. An estimated percentage chance of surviving attack, de-
pending on the forum, gives indigestion to the computer and busi-
nessman that calculate risk ratios.

I’'m leading up to why, Mr. Chairman, I believe our view of this
proposed court, and the view of most house patent counsel and
entrepreneurs and many counsel who represent them, differs from
that of the distinguished trial counsel facing us.

1
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If I may draw on my personal experience, my day-to-day experi-
ence advising the research scientist, the market specialist, the
businessman decisionmaker. This advice is given not when in-
fringement of a commercialized product appears and judicial
remedy is sought. That is when outside trial counsel is consulted.
This advice is given on a day-by-day basis, before the research is
started, and during the steps of creative development, as the tech-
nology evolves, as the millions of R. & D. dollars are committed;
and finally when the capital needs and payout time and return on
investment are calculated.

Each of these investment decisions is of course influenced by
many factors. The patent aspects are more an underpinning to
these commercial decisions than a variable risk factor. All a patent
does is convert your idea into your property. The value of that
property will depend on many things. Your title to that property, if
as cloudy as it is today, is a strong negative factor.

I am not speaking for the copiers, Mr. Chairman, but I speak for
those but for whom there would be nothing to copy.

Inventors and investors in innovation have been accused of the
impure motive of favoring the establishment of a court whose
jurisprudence may tilt toward sustaining patents, thus frustrating
the public’s interest in litigation for the purpose of invalidating
patents. This contention raises some fundamental intellectual
issues concerning the public interest, and thrusts deep into the
philosophy of the national purposes of a patent system.

It is indeed true—it is common wisdom—that few patents today
are expected to survive attack in circuit after circuit, as is now
permitted, until the patent finally succumbs. Even the threat of
such litigation is often enough to force a license, a sharing of the
invention, sometimes for the price of litigation. This type of settle-
ment in itself negates the purported public responsibility of throw-
ing one’s resources into legal battles against patent property.

A centralized court would be expected to apply a more consistent
interpretation of the complex provisions of the patent statute. I
would hope for and expect a greatly enhanced degree of predictabi-
lity of the outcome of patent litigation. The predictability that
patents improvidently granted will be held invalid is of no less
interest to us, as manufacturers and purveyors of goods, than the
predictability that patents will be held valid if they represent
proper protection of innovative technology. As in all contested
situations, a more predictable outcome will encourage the contes-
tants to avoid litigation.

I suspect that every one of the patent counsel in whose behalf I
speak has had personal exprience with the disincentive to research
and investment due to the differences among the circuits, not only
as to standards used in applying principles of patent law to factual
situations but also at times in the definition of these principles
themselves. The public interest lies in the fair resolution of dis-
putes, the consistent application of the law, and the progress of the
national economy. We believe this proposed court will help to
achieve these goals.

Thank you, Mr. Chairman and members of the subcommittee.

[Names of corporations and institutions referred to previously
are on file with the committee.]

[The prepared statement of Ms. Newman follows:]



228

PREPARED STATEMENT OF PAULINE NEWMAN

MR. CHAIRMAN, AND MEMBERS OF THE SUBCOMMITTEE:

On behalf of the cne hundred and two companies listed in the
attachment to this statement, may I express our appreciation
at the opportunity to appear before you. Together these
companies represent a large segment of technology-based
industry. We support the principle of a centralized court

for appeals in patent cases.

There is substantial interest in this legislation among

the innovators of technology. This group of companies is not
an organized group; we are not a trade association; we are
manufacturers and researchers and competitors. Qe have in
common a certain dependence on the patent system, and we all
have house counsel who are specialists in patent law. We have
collective experience in the ways that court structure and
judicial systems impact upon our industries, on our technology-

based innovations, on our research, and on our commercial

decisions.

We believe that the proposed court will enhance the industrial
incentive toward technological growth, and will have a direct
and tangible benefit on our investment decisions apd commercial
incentives. This change in judicial structure will thus, in
our opinion, be a positive factor in that recovery of industrial
productivity which is essential to the resolution of our

present economic ills.

THE DOMESTIC POLICY REVIEW OF 1978-79 PROPOSED A SIMILAR
CONSOLIDATED COURT FOR PATENT MATTERS.

Although the present proposal originated, I understand, in a
study undertaken within the Department of Justice, a similar
concept was recommended by the Patent Advisory Subcommittee to

the Domestic Policy Review of Industrial Innovation. There was
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consensus in percepiion of the weaknesses, the disincentives,
flowing from the present regional structure in the application

of patent law: the variations in jurisprudence, and the gambler's
uncertainty in treatment of major issues of fact and law.

The DPR study group concluded that this disincentive can be and

should be diminished, in furtherance of industrial innovation.

The concept of a national court of patent appeals evolved
as one of the three priority recommendations of that study
group. The two other major recommendations, to improve
the quality and reliability of patents by examination and
reexamination within the patent office, remain incomplete
without a mechanism for obtaining expert and consistent
interpretation and application of the patent laws. The

proposed legislation would complete the process.

This DPR Advisory Committee included representatives of

large and small business, individual inventors, and private
practitioners. The ensuing publicity and the debates, over the
past twe years, have facilitated the consensus which I believe
now exists among the majority of innovative industries and

entrepreneurs.

THE RISK/RETURN CALCULATION FOR INVESTMENT IN NEW TECHNOLOGY
INCLUDES A FACTOR FOR PATENT VALUES.

Technological leadership starts with invention, with research
and development. The industries of this ad hoc group are not
in the business of gadgets and gimmicks; we know the costs

of R&D, the uncertainty of research success, the gamble in

the search for new products and improved processes. My

company - far from the biggest or the most rasearch-dependent -
spent $100 million on commercially-oriented R&D in 1980; this
means that each year a fair return must be recovered in the

form of new products and enhanced productivity; cumulatively,
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year after year; with adjustments for lead times, capital
commitments that dwarf R&D costs, and all the other costs
involved in technological innovation. The pitfalls along the

way influence the decision to start out on this road.

Further, the successful research must carry the unsuccessful.
Most advanced technology is much more expensive to invent and
develop than to copy. Thus the businessman calculates the:
pctential return on this R&D investment, with all the uncer-
tainties of such calculations. 1In my experience, the patent
factor plays a troublesome role in such considerations, because
of its unpredictably defeasiblg nature: maybe you have an
enforceable patent, or maybe you don't; maybe it shields your
investment to enable the calculated return, or it may suddenly
fail to fulfill this purpose. An estimated percentage chance
of surviving attack, depending on the forum, gives indigestion

to the computer that calculates risk ratios.

I'm leading up to why I believe our view of this proposed'
court, and the view of most house patent counsel and entre-
preneurs, differs from that of the distinguished trial counsel
facing us. If I may draw on my personal experience - my day to
day experierice advising the research scientist, the market
specialist, the businessman decision-maker. This advice is
solicited, and given, not when infringement of a commercialized
product appears and judicial remedy is sought. That is when
outside trial counsel is consulted. This advice is given on a
day by day basis, before the research is started, before and
during the steps of creative development, as the technology
evolves, as the millions of R&D dollars are committed; and
finally after the invention is made and defined and the patent
applications are filed and the capital expenditures and payout

time and ROI are calculated.
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These investment decisions are influenced by many factors.

The patent aspects are more an underpinning to these commercial
decisions, thau a variable risk factor. All that a patent

does is convert your idea into your property. Who would build
a house on land to which the title is in doubt - on land to
which the title may vary with the court; and to complete the
analogy, on land to which the title won't be clarified until
after you've moved into the house. Thus we see the strength of
this court proposal, in diminishing the uncertainty about your
title to your patent property. We who are the developers of

new technology believe the impact will be real and beneficial.

I am not speaking for the copiers - I am speaking for those

but for whom there would be nothing to copy.

THE COST OF LITIGATION, AND THE OBLIGATION TO LITIGATE,
DIVERT RESOURCES FROM INNOVATION.

Inventors and investors in the patent system have been accused
of the impure motive of favoring the establishment of a

court whose jurisprudence may tilt t{uwards sustaining patents,
thus frustrating the public's interest in litigation for the
purpose of invalidating patents. This contention raises some
fundamental intellectual issues concerning the public interest.
It sets aside any rhetoric of self-interest on either side of
this panel, and thrusts deep into the philosophy of the national

purposes of a patent system.

It is indeed true - it is common wisdom - that few patents
today are expected to survive attack in circuit after circuit,
as is now permitted, until the patent finally succumbs. Even
the threat of such litigation is often enough to force a
license, a sharing of the invention, sometimes for the price of
litigation. This type of settlement in itself negates the
purported public responsibility of throwing one's resources

into legal battles against patent property.

P
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A centralized court that understands the processes of invention
and innovation, and the economic and scientific purposes of a
patent system, would be expected to apply a more consistent
interpretation of the standards of patentability and the other
complex provisions of the patent statute. With a consistent
nationwide application of the law, I would hope for and expect
a greatly enhanced degree of predictability of the outcome of
patent litigation. The predictability that patents improvidently
granted will be held invalid is of no less interest to us as
manufacturers and purveyors of goods than the predictability
that patents will be held valid if they represent proper
protection of a valuable investment in innovative technology.
As in all contested situations, a more predictable outcome may
eéncourage the contestants to avoid litigation: the rules of
law need not be challenged daily, to reinforce the rule of

law.

And if, indeed, it is sought to circumscribe our national
patent system, to tighten (or perhaps to loosen) the standards
of invention, to force more rigorous examination andvreexamina-
tion, I suggest that this is the province of the Congress,

not the courts. A consistent jurisprudence, applying the
standards set by Congress, can be no less in the national

interest in the patent than in any other arena.

THE PROPOSED COURT IS a STEP TOWARD ACHIEVING THE PUBLIC
PURPOSES OF THE UNITED STATES PATENT SYSTEM.

The purpose of the patent gystem is to provide an incentive
for invention and investment, intertwined with those equitable
considerations that give legal substance to the fruits of
one's intellect. fThe public interest has never been to deny
that incentive to an inventor or an investor, nor to find

ways to'deprive the creator of technology of ownership of

that technology.
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The United States patent laws do not provide patent protection
for that which is merely new, or merely better, but only for
that which is "unobvious" to those skilled in that field.
This question of what is "unobvious" is deemed by the courts
to be a matter of law based on the facts adduced at trial.

It is easy to see how conscientious courts can differ,
particularly where complex technologies are involved. I
suspect that every one of us iisted with this ad hoc group
has had personal experience with the disincentive to research
and investment due to the differences among the circuits,

not only as to standards used in applying principles of
patent law to factual situations but also at times in the
definition of these principles themselves. The public
interest lies in the fair resolution of disputes, the
consistent application of the law, and the progress of

the national economy.

The patent counsel on the attached list are not inexperienced
in the uses of the patent law, the courts, the decisions

of the CCPA and the Circuits, the jurisprudence and the
traditions. This is our business, our profession. Within
this ad hoc group, some of us believe this opportunity for
stability in the patent law is of enormous potential value,
to industrial incentive and to technological growth. Others
of us may be more moderate in our expectations. But all of
us believe this step will have a positive impact on the

long-term health of research and innovation.

* * *
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Senator HerFLIN. Mr. Kipps?

STATEMENT OF CLARENCE T. KIPPS, JR., ATTORNEY, MILLER
& CHEVALIER, WASHINGTON, D.C, ACCOMPANIED BY
STEVEN C. LAMBERT, CHAIRMAN, COURT OF CLAIMS COM-
MITTEE

Mr. Kipps. I am testifying today on behalf of the Bar Association
of the District of Columbia.

I also have submitted a statement for the record and I would like

riefly to summarize it now.

Our bar association has committees which have worked with the
U.S. Court of Claims and Court of Customs and Patent Appeals for
many years. The present chairman of our Court of Claims Commit-
tee 1s here today, Mr. Lambert. I am chairman of the Court of
Claims Restructuring Subcommittee and past chairman of the
Court of Claims Committee, former law clerk of the Court of
Claims, and practitioner before that court for 25 years.

The Bar Association of the District of Columbia appreciates the
opportunity to testify on this very important judicial improvement.
I would like for the committee to know that some of us who know
nothing about patents have a strong interest in this legislation.

D.C. BAR ASSOCIATION SUPPORTS PROPOSED LEGISLATION

Our bar association supports the proposed legislation. It will be a
conceptually sound, practical and cost-effective judicial improve-
ment. It makes sense to combine these two courts into a single
court to continue their existing jurisdiction and to add whatever
additional jurisdiction is particularly suitable for such a court. This
can be done without sacrificing the quality of justice and can result
in final judgments in a more expeditious and less costly manner
and this can be achieved in all areas of its jurisdiction.

In 1977 our Court of Claims Committee created the Court of
Claims Restructuring Subcommittee in recognition of the fact that
the trial functions of the Court of Claims could be better served
through an independent article III court. While our bar strongly
supports the appellate level changes, our primary interest is in the
improvement of the trial function of the Court of Claims.

BAR RECOMMENDATIONS

Our bar recommends three amendments which we believe will
more effectively restructure these two courts. The first amendment
deals with the restructured trial court. We recommend to the
Congress that it makes this trial court an article III rather than an
article I court.

The Court of Claims was created in 1855 as a court of original
jurisdiction, as an article III court to determine claims against the
United States. The jurisdiction of the Court of Claims of some cases
under $10,000 and in tax cases is shared by the Federal district
courts. The Court of Claims, however, has exclusive jurisdiction of
the bulk of the litigation, monetary litigation against the United
States. These claims include tax, Government contracts, Indian,
patent, renegotiation, civilian and military pay, transportation and
just compensation—a large variety, Mr. Chairman, you can see, of
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various jurisdictions, not a highly specialized court. These claims
vary from a few thousand dollars to sums exceeding $100 million.

The Court of Claims is an article III court which now performs
both trial and appellate functions. The trial functions are per-
formed by 16 commissioners.

Our entire judicial system is designed so that the trial judge is
the one required to give the most extensive and careful considera-
tion to the merits, all facets, of a case. Review is limited to alleged
errors of the trial judge. The trial judge should be independent of
the reviewing court and have the full powers of a district court
judge.

The judges on the claims court to be created by the proposed
legislation will be pesrforming the same functions as a Federal
district judge on monetary claims against the Government. In addi-
tion, they will handle the largest and most complex cases against
the Government. It makes no sense to downgrade these trial judges
to a lesser status than the Federal district jud zes.

More imporiantly, there is the practical need for article III
status in order to attract the highly qualified people needed to
fulfill the functions of this important trial court.

Our Court of Claims Committee has had extensive involvement
in the process of judicial selection for the Court of Claims. I know
that article III is essential to attract the highly qualified judges for
this trial court. Without article III we will only attract what we
have now, largely former Department of Justice attorneys and
other Government employees. Very few private practitioners can
be convinced to give up their practice and to accept a judgeship for
a 5-year term. Only life tenure and article II status will give us
access to a balanced trial court.

The trial and decisionmaking functions of the restructured court
of claims will be identical to the Federal district court on monetary
claims against the Government and the Court of International
Trade in New York.

An amendment to make the claims court an article III court
would eliminate a number of special and troublesome provisions in
the proposed legislation relating to removal of judges, compensa-
tion and retirement.

Under no circumstances should the Court of Appeals for the
Federal Circuit be permitted to remove a judge from the claims
court. Such direct control over a trial court by an appellate court is
conceptually and as a matter of practice a bad idea. Such a proce-
dure would make recruitment of qualified trial judges more diffi-
cult and deprive the trial judge of the independence essential to
unintimidated decisions.

Likewise, inferior and noncompetitive compensation and retire-
ment provisions will attract only inferior persons for this extreme-
ly important trial court.

If article I is to be the status of the claims court, the compensa-
tion and retirement provisions should be at least equal to those of
the U.S. Tax Court. Also, the section of the initial term of the
commissioners for the transition peried, who will become judges for
this transition period, should be shortened so that the entire act
can be implemented with dispatch.

oy .
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PANELS OF JUDGES

Our bar also has a second recommendation relating to the panels
of the Court of Appeals for the Federal Circuit. We believe these
panels should be no less than five judges. .

The Meador report issued by the Department of Justice recog-
nizes the merit for a five-judge panel. .

As a practical matter this court would be a supreme court in
Federal claims. It, therefore, should have the high level of justice
which can be achieved by combining the talents and experience of
at least five judges. The present and projected workload of the
Federal circuit would permit five-judge panels.

PRESIDENT TO APPOINT CHIEF JUDGE

Lastly, we recommend amendment of the section covering the
appointment of the Chief Judge of the Court of Appeals for the
Federal Circuit to provide that the Chief Judge of the U.S. Court of
Appeals for the Federal Circuit will always be appointed by the
President rather than selected on the basis of seniority of commis-
sion. The Chief Judge sets the tone for the quality of justice ren-
dered by the court and controls the delicate balance between per-
fection in deciding cases and getting the cases decided promptly.
This will be the second most important court in the United States,
and the President should always appoint its Chief Judge.

Thank you.

[The prepared statement of Mr. Kipps follows:]
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PREPARED STATEMENT OF CLARENCE T. Kipes, Jr.

Mr. Chairman and Members of the Subcommittee:

I am Clarence T. Kipps, Jr., and I have with me
Steven C. Lambert. I am testifying on behalf of The Bar
Association of the District of Columbia. This Bar Association
was founded in 1871, has more than 4,500 members, and has Com-
mittees which have worked for many years with the Court of
Claims and the Court of Customs and Patent Appeals in the ad-
ministration of justice. Mr. Lambert is Chairman of the Court
of Claims Committee of this Bar, a former Law Clerk at the Court
of Claims, and has been a practitioner before the Court of Claims
for six years. I am a past Chairman of the Court of Claims Com—
mittee, the Chairman of the Court of Claims Restructuring Sub-
committee, a former Law Clerk at the Court of Cléims, and have
been a practitioner before the Court of Claims for twenty-five
years. The Bar Association of the District of Columbia and Mr.
Lambert and I appreciate the opportunity to testify on this very
important judicial improvement.

The Bar Association of the District of Columbia sup-
ports this proposed legislation. It would be a conceptually
sound, practical, and cost effective judicial improvement. ' The
Court of Claims and the Court of Customs and Patent Appeals (CCPA)
are highly regarded national courts which can serve even greater
national roles. It makes sense to corbine these Courts into a
single national court to continue their existing appellate jur-
isdiction with such additions that are particularly suitable for
such a court. Without sacrificing the quality of justice, final
judgments in a more expeditious and less costly manner could be
ackiieved in all areas of jurisdiction of these Courts.

Under no circumstances should the existing tax juris-
diction of the Court of Claims be removed from the trial court

or the Court of Appeals from the Federal Circuit. On the con-

= 2san



238

trary, the Court should be able to accommodate additional ap-
peals. Appellate jurisdiction in patent cases is now needlessly
divided among the Court of Claims, the CCPA, and the Circuit
Courts of Appeal. Giving the Court of Appeals for the Federal
Circuit exclusive appellate jurisdiction in patent appeals would
be a major improvement in the handling of patent litigation.
Also, this action would be an excellent way to determine whether,
in time, other matters should he assigned to the Court.

In 1977, our Court of Claims Committee established a
Court of Claims Restructuring Subcommittee in recognition of the
fact that the trial function of the Court of Claims should be
performed by an Article III Court. Shortly thereafter, Dean
Daniel J. Meador, formerly Assistant Attorney General (Office for
Improvement In The Administration Of Justice), proposed in his
July 21, 1978, Report the genesis of the proposed legislation.
While our Bar strongly supports the appellate level changes, our
prime interest is still in converting the present trial judge
system in the Court of Claims into an Article IIIX trial court.
Angelo A. Iadarcla, formerly Chairman of the Court of Claims
Committee and later Co-Chairman of the Court of Claims Restruc;
ture Subcommittee, substantially participated in the conception
of the views expressed by our Bar here today. (See Proceedings
of the Coutt of Claims Judicial Conference 1979 (Matthew Bender).)

The essence of the proposed legislation is as follows:

l. Combine the appellate Judges and jurisdiction of
the Court of Claims with the Judges and jurisdiction of the CCPA
and call the resulting Court the Court of Appeals for the Federal
Circuit;

2. Give the resulting Court exclusive jurisdiction
over all patent appeals;

3. Leave the trial jurisdiction of the Court of‘Claims

unchanged; and
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4., Create a new Article I "Claims Court" to handle
the existing trial jurisdiction of the Court of Clalims.

Our Bar proposes the following amendments which, we
believe, will simplify the proposed legislation and more effectively
restructure these Courts:

1. Amend the section establishing the Claims Court to
provide that the restructured trial court (which would hear and
decide the cases now within the jurisdiction of the Court of
Claims) will be an Article III Court.

The Court of Claims was created in 1855 as a court of
original jurisdiction to hear and determine monetary claims

against the United States. Jurisdiction of some claims under

$10,000 and tax cases is shared with the Federal District Courts.
The Court of Claims., however, has exclusive jurisdiction of the
bulk of the monetary claims against the United States Government.
The claims include tax, government contracts, Indian, patent,
renegotiation, civilian and military pay, transportation, and
just compensation. These claims vary from a few thousand dol-
lars to sums exceeding $100 million. Some of the claims are de-
cided through dispositive motions (i.e., motion for summary judg-
ment ‘and motion to dismiss), but most are decided after a trial
on merits. The first Chief Judge of the Court described the mag-
nitude and complexity of the claims as follows:
"'As to the business of the court, we are con-

vinced that no one who has not had personal ex-

per%ence on the subject, can have any correct idea

of its diversity, its intricacy, its perplexity,

the exhausting labor necessary for its investiga-

tion, or the large sum of money it involved. * * *!*®

(L7 Cct.Cl. 6 (History, Jurisdiction, And Practice))

The Court of Claims is an Article III Court which now

performs both trial and appellate functions. The trial func-
tions are performed by sixteen Commissioners (called Trial Judges

under the Court's Rules). The seven Article III Judges now per-

form essentially only appellate functions.
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The Trial Judges are appointed by the Court and have
neither the authority nor the independence of a District Court
Judge and do not have the authority to enter judgment. This
trial system and the automatic review in all cases of all of
the Trial Judge's factual determinations and legal recommenda-

tions are antiquated.

Our entire Judicial system is designed so that the
trial judge is the one required to give the most extensive and
careful consideration to the merits--all facets-—-of a case. Re-
view is limited to the alleged errors of the trial judge. Such
a judge should be independent of the reviewing court and have
the full powers of a trial judge. The trial judges in the Court
of Claims should have the same powers as a District Court judge
so that greater control cén be exercised over the case. The
cases could be more effectively pretried, the issues narrowed,
and the focus placed on the dispositive issues. Unnecessary dis-
covery could be eliminated, and the judge could take an active
role in the settlement of cases. All procedural and dispositive
motions could be decided by the trial judge. The trial judge
should have the authority to enter judgments, which, for most
cases, ends the litigation.  Notwithstanding our great respect
for the Court of Claims as an institution, we are convinced that
the quality and efficiency of the work of the Court of Claims
would be dramatically improved by the creation of a separate
trial court with authority to enter judgment and with the powers
of a District Court judge. Article III is the appropriate status
for such a trial court.

The Judges on this trial court will be performing
the same functions as District Court Judges on monetary claims
against the United States and, in addition, will be handling
the largest and most complex.cases. It makes no sense to down-

grade the Court that has responsibility for the largest and most

complix cases against the Government. More importantly, there
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is the practical need for Article III status to attract the
highly qualified judges required for such a Court.

Our Court of Claims Committee hés had extensive in-
volvement in the process of judicial recruitment for the Court
of Claims. In a different context, a House Committee Report
cogently expresses what I know is also true in judicial recruit-
ment for this Trial Court.

"As noted above, a principal reason for the
establishment of an independent court is to at-
tract highly qualified judges. Life-tenure will
contribute toward that goal. An attorney with a
successful practice would be less likely to seek
appointment to a fifteen year term, when the like-
lihood of reappointment at the expiration of the
term is small. If the attorney's age is such that
he would not be ready to retire at the end of the
term, then he is unlikely to accept such appoint-
ment. There may be means to remedy th¢ problem,
such as senior status, if that were the only prob-
lem, policy would not favor life tenure. Other
reasons exist.

"A life~tenure judgeship is a more pres-
tigious position than a term judgeship. The De-
partment of Justice recently observed that the
more prestigious the position, the better the
judges that will be attracted. It noted
"We will never pay the incomes to
judges that they earn in other
pursuits and we must not create
conditions that require us to
settle for second best in the fed-
eral courts." (H. Rep. 95-595,
95th Cong., lst Sess., p. 22)
The trial and decision-making functions of the re-
structured Court of Claims would be identical to those of the
Federal District Court in monetary claims against the Govern-

ment and of the existing Article III Court of International

Trade (in New York). The Administrative Office of the U, S.
Court has approved the restructuring of these Courts essentially
in accordance with the proposed legislation. We do not believe
it would object to Article III status for the trial court. Dean
Daniel J. Meador, who developed the basic concepts reflected in
this proposed legislation,had no problem with the trial court's
being an Article III Court. At this point, we do not know what

position the Administration will take on article III status.
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Article III would provide flexibility as workloads
warrant for temporary assignment of Judges to and from the Court
of Claims and the Court of Appeals for the Federal Circuit and
other Federal courts. The Congressional reference cases (which
the Supreme Court has held are not appropriate for an Article III
Court) represent a very small part of the Court's work and can be
handled through the continuation of the existing commissioner
procedure on a very limited scale.

An amendment to make the Claims Court an Articls III
Court would eliminate a number of other special and troublesome
provisions relating to removal, compensation and retirement.
Under no circumstances should the Court of Appeals for the Fed-
eral Circuit be permitted to remove a judge from the Claims
Court. Such direct control over a trial court by an appellate
court is conceptually and as a matter of practice bad. Such a
procedure would make recruitment of gqualified trial judges even
more difficult and deprive the trial judges of the independence
essential to unintimidated decisions. Removal should be per-
mitted only by the President or under a Judicial Council pro-
cedure comparable to that provided in P.L. 96-458. Likewise,
inferior and non-competitive compensation and retirement pro-
visions will attract only inferior persons for this extremely
important trial court. If Article I is to be the status of
the Claims Court, the compensation and retirement provisions
should be at least commensurate to those of the U. S. Tax Court.
The section on the initial term of the commissioners who would
become judges should be shortened so that the entire Act can be
implemented with dispatch.

2. The sections providing for panels of the U. S.
Court of Appeals for the Federal Circuit should be amended to
provide for panels of not less than five judges, rather than
three'judges. The Meador Report (July 21, 1978) recognized the

]

merit for a five-judge panel, as follows:

“
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"* % * A convincing argument may be made,
however, for panels of five judges each in the
new court to increase doctrinal stability and
authoritativeness of decision. P. Carrington,
D. Meador, and M. Rosenberg, Justice on Appeal
160 (1976) . These enlarged panels would make
it feasible to dispense with any en banc pro-
cedure and provide for further review only in
the‘Supreme Court. By gradual rotation of panel
assignments by subject matter category, 5-judge
papels could achieve a measure of expertise
while avoiding the pitfalls of undue speciali-
zation. * * %" (p  21)

As a practical matter, this will be a Supreme Court in Federal
claims. It, therefore, should have the high level of justice

which can be achieved by combining the talent and experience of

at least five judges. The projected workload of this Federal
Circuit would permit S5~judge panels.

3. Amend the section covering the appointment of the
Chief Judge of the Court of Appeals for the Federal Circuit to
provide that the Chief Judge of the U. S. Court of Appeals for
the Federal Circuit will always be appointed by the President
rather than selected on the basis of seniority of commission.
The Chief Judge sets the tone for the quality of justice ren-
dered by the Court and controls the delicate balance between
perfection in deciding cases and getting the cases decided
promptly. This will be the second most important Court in the
United States, and the President should always appoint its Chief
Judge.'

We will discuss with the Committee Staff the specific
language changes required to implement our Bar's recommended
amendments.

Thank you. Mr. Lambert and I would be pleased to

answer any questions the Committee might have on this matter.
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TESTIMONY OF THE PANEL

Senator HerLIN. Mr. Dunner, you mentioned being on the
Hruska Commission. If in the next 2 years a national court of
appesals could be created, or some form of a national court of
appeals, drawing judges from the various circuits as a panel where
they would serve as a review board, and these are the two alter-
nate proposals before us—let us first take the court of appeals—
would you prefer having a national court of appeals under the
Hruska proposal as opposed to what you are recommending today?

Mr. DunNER. I would not. Aside from the fact that it is my
personal belief that that legislation is unlikely from my own read-
ing of the situation to come about, at the time we were consultants
to the Hruska Commission, Professor Gambrell and I, we never had
before us an imaginative bill such as this.

We ourselves were concerned, as were people in the patent bar,
about the tunnel vision argument and arguments such as the one
Judge Rifkind raised.

This bill, which I never heard of when we were on the Hruska
Commission, and which was not generated until later, attempts to
solve that problem by giving a jurisdiction to this court which is
wider than a narrow special court jurisdiction, and therefore would
deal with that problem.

Also, since the Hruska Commission time we have had a crisis in
innovation in the United States, one which led to the appointment
of a Domestic Policy Review 2 years ago. We are now having a
significant balance of payments problem. I think we have a real
problem which exists today. We have a real solution which elimi-
nates many of the concerns we had then, and it is therefore my
belief—and I know it is Professor Gambrell’s belief, who was cocon-
sultant with me—that this proposal should be passed today even if
a national court of appeals were a possibility today.

Senator HerFLIN. They proposed a Federal circuit court of appeals
where primarily all tax matters would come to a centralized court
of appeals. They also proposed a new circuit court of appeals or a
national court of appeals on State courts from courts of final
jurisdiction of a State primarily designed to bring an end to the
many, many types of proceedings that go on under postconviction
and criminal relief efforts. These are just two specialized courts in
addition to this court which are being advocated.

Are we headed from this into a proliferation of specialized sepa-
rate courts to meet special problems in the country today if we
passed such legislation as you advocate?

Mr. DUNNER. At the time of the Hruska Commission, as I recall,
they focused on four special problems. One was tax; one was pat-
ents. I believe antitrust might have been one, and the fourth one I
do not recall.

Of course, I am most familiar with the problems in the patent
area. At that time the Commission felt, even though it recommend-
ed the national court of appeals, that there was a major special
problem different from the problems in other fields in the patent
area resulting from attitudinal differences in the courts.

Patents are dealt with nationally, and it depends on where the
parties are. You may be in one circuit or another circuit. It was
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felt by the drafters of the current legislation that because of that
this special problem should be dealt with specially.

If indeed there are problems in other areas, such as tax areas, it
may well be, and I am not expert enough to talk about it, that we
should look at special legislation in those areas.

Howgver, I am not fearful that the passage of this bill will lead
to proliferation of specialized courts. We have been talking about a
special court of patent appeals, one of exclusive jurisdiction. We
have been talking about an exclusive court having special jurisdic-
tion in patent areas. For many years now we have recognized the
special problem. It will not lead to a proliferation of Federal spe-
cialized courts.
~ Mr. Kreps. I made a point in our testimony because I think it is
1mportant. The Court of Claims is not a specialized court at this
time. When these two courts merge, it will bring together a body of
%lllldges _a:ﬁld 81.: %erles ofdjurisd}ilct?ns which are diverse enough that

ey will not be considered highly specialized i i
that is a feature of the bill. SR P i any area. 1 think

I am not in favor of specialization. I think in the tax area—and
my firm does substantial tax work—that presents a different prob-
lem. I do not believe the tax jurisdiction for many reasons would be
added to this court as an exclusive appellate court.

I do not beheve.this sets a precedent other than for the purpose
of objectively looking at areas of jurisdiction which can be added to
an existing court to provide for uniformity without really sacrific-
Ing any real basic rights. I do not se~ this as a precedent.

Senator HerFLIN. If this legislation is adopted in a national court
of appeals, as the Hruska Commission recommends, and comes into
being, is there an interrelationship which should be considered?

Mr. Dunngr. I hate to monopolize but, since I worked for that

Commlssmp, I would like to comment on that.
I would imagine that if a national court of appeals were enacted
in the form contemplated by the Hruska Commission it would have
jurisdiction over all circuit courts of appeals in the areas defined,
and that would include not only the existing circuit courts of
-ppeals but it would include the Court of Appeals for the Federal
Circuit. That would present no special problem.

Senator HEFLIN. Thank you. We appreciate your appearance.

Senator HEFLIN. Qur next panel will consist of Chief Judge
Howard T. Markey, U.S. Court of Customs and Patent Appeals, and

Chief Judge Daniel M. Friedman, U.S. Court of Claims Washing-
ton, D.C. ’

STATEMENT OF HON. HOWARD T. MARKEY, CHIEF JUDGE, U.S.

S%URT OF CUSTOMS AND PATENT APPEALS, WASHINGTON,

Judge MARKEY._ I am Howard Markey. It is a pleasure to appear
JE)efore a former distinguished justice and now a distinguished Sena-
or.

Neither Judge Friedman nor I are here in an advocacy role per
se nor 1n an unseemly role of opposing our colleagues in the bar.

As a matter of fact, Mr. Chairman, you may be aware that for
over 2 years now that the matter has been before Congress I have
personally refused, even when I am importuned, to take a position



246

for or against the merits of the proposal. This is for an obvious
reason. I was much too close to the trees.

I have, however, been freed of that now because the Judicial
Conference of the United States, after six members of the Federal
judges of the Subcommittee on Judicial Improvements, the 16
judges of the Committee on Court Administration, and all 24 of the
judges including all the chief judges of the circuits in the Judicial
Conference, unanimously approved a proposal made to the Con-
gress to consolidate Judge Friedman’s court and mine into the
Federal Court of Appeals for the Federal Circuit.

I, therefore, appear, Mr. Chairman, as a representative of the
Conference, as does Judge Friedman, in support of this proposal. 1
emphasize that because the proposal is not S. 21; it is what was
formerly title IIT of S. 21. The Judicial:Conference proposal relates
solely to the consolidation concept of the two courts.

In 1979 the Judicial Conference approved that concept, left it to
the Congress and the two courts appearing here to work out the
details. Those details now appear, as I have said, in a proposal, a
bill formally and unanimously approved by the Judicial Confer-
ence.

I have submitted, Mr. Chairman, a statement in an earlier ap-
pearance on April 24. T have a supplemental statement submitted
today. I would request the chairman’s permission to have those
made part of the record.

Senator HerLIN. They will be made part of the record following
your oral presentation.

Judge MARkEY. In view of the time, I shonld like to comment on
those two statements and on the major segments of them. Then I
would reqiest the opportunity—I hope not with unseemly basis—to
respond to some of the questions raised this morning from the
judicial viewpoint.

I am not sure whether or not I have tunnel vision. For 34 years,
at least when flying jet airplanes, the Air Force decided I had 20/
20 vision. Since my retirement I have been examined and these
glasses are used only for show. I use them only when I want to see.

In any event, Mr. Chairman, in appearing in support, in our
earlier statement I listed five advantages of the consolidation cen-
cept. I put first, and, with forethought, that the consolidation con-
cept would increase clarity and reliability of the law. That is what
we are dealing with, the law.

It would, of course, reduce specialization in the courts. The Court
of Appeals for the Federal Circuit is obviously less specialized,
whatever that word means, than either of the two courts it consoli-
dates by definition since, as the Chair knows, we will continue all
of our present jurisdiction plus. It will end the expense and delay
of what I consider the disease of forum shopping. It would provide
an upgraded and better organized trial forum for the Government
claims cases and it would reduce costs.

Costs should be kept in mind. You heard the testimony of those
who pay the bills, as to the need for this bill. But so far as
appropriations are concerned, no additional expense is involved in
this proposal, none.

In referring to the reliability of the law, I indicated that there is
a crying need for definitive uniform judicial interpretation of the
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national law of patents on which our citizens may then rely and
plan with some certainty.

For 60 years that need has been recognized, but it is even greater
now when we are faced with a need to reindustrialize, to improve
the productivity growth rate which is now approaching zero, to
reverse our falling status in international trade, and to encourage
investment in innovative products and new technology.

In my earlier statement I cited a number of nonstatutory slogans
employed in decisions in the present circuits. I gave a list of those
slogans, and there are many others. I commend that to you and to
the subcommittee staff.

I wish now, Mr. Chairman, to emphasize another factor. History
repeats itself.

In 1909 in this country if anyone were to have imported this
glass into the United States, in New York it would have been
called perhaps a drinking glass, and the Customs duty on that
product would be 2 cents, let us say.

If the same identical product from the same manufacturer in
Germany, Britain, or anywhere, were to be imported into New
Orleans, it would be called a household product, and the duty
might be 10 cents.

If it were imported in San Francisco it would be called a contain-
er and the duty would be a half cent.

_Congress, recognizing that chaos in the law of customs, estab-
lished our predecessor court, the Court of Customs Appeals. There-
after, Mr. Chairman, the growth of custom law was not impeded.
On the contrary, it has continued to this day to grow in a national-
ly uqiform consistent and reliable manner. At the same time,
knowingly frivolous appeals, appeals made solely for delay and
forum shopping facilitated by the non-uniformity just described,
these were all rendered virtually useless devices in the field of
customs law.

With respect to forum shopping, this bill provides the Congress
an opportunity—and I know Congress is pressured something
awful, but it has facing it now—and I congratulate the committee
and its staff for continuing its effort to make this improvement in
the administration of justice—it has a chance—to end that 60-year
history of forum shopping which, as I have indicated, is worse now
than ever. To insist that those who pay the bills, Mr. Chairman—
industry which must pay attorneys’ fees, consumers who pay in-
creased costs to cover those fees, and taxpayers who pay for oper-
ation of the judicial system—to insist that those people all wait
yvears while lawyers fight over where the case will be tried and
then wait years to be heard, and then wait for a decision an
average of 16 months, in three circuits from 21 to 29 months, for a
decision on appeal, while the law continues to be obfuscated, while
business decisions are delayed or abated, and while costs mount
appears to be grotesque.

I will skip in view of time, Mr. Chairman, to a number of other
factors.

In the supplemental statement I elected to cite six areas of
conflict now existing in the circuits in view of what I anticipated
WOI%)lld be a presentation to this committee that there ain’t no
problem.
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The first one was the synergism conflict. In that respect, I would
request respectfully that the article by Judge Jack R. Miller,
former Senator from Iowa and now an associate judge of our court,
and which has been printed in the American Patent Law Journal,
be made part of the record.

Senator HerFLIN. So ordered. . o N

Judge MARkEY. In that article Judge Miller iaentifies specifically
with case citations, and so on, those circuits Whm}} have rejected
the judge-created synergism test entirely, those which have adopt-
ed it, and those circuits where it has been adopted by some panels
and not others.

I listed, also, the conflict in holding whether or not the non-
obviousness question is one of fact or of law. I cite.Moore in the
10th circuit and Rosen in the 1st circuit, both of which say it is a
question of fact. I cite a case for each of the other circuits, all of
whom say it is a question of law. o

On whether or not a licensee may contest validity of the patent
without giving up the license, I cite Warner-Jeckinson Co. in the
ond circuit and American Sterilizer in the 3rd circuit which say it
can, and Milprint in the Tth and Product Engineering in the 10th
which says it can’t. ‘ o

On properties of chemical compounds I cite cases where circuits
are in direct conflict. .

On subjective intent I cite cases such as Yarn Processing Patent
Validity Litigation, and also File Wrapper Relation to Validity. 1
recommend to the staff particularly that they might want to look
at those cases.

Indeed, the circuit court opinions have themselves expressly ac-
knowledged these conflicts. The Supreme Court is gonfronted with
demand for decision in so many cases of great national and social
import, as the commentators repeatedly recognize, and finds it
impossible to preclude those conflicts in this one unique area of the
law.

With that, Mr. Chairman, I will move quickly to scme of the
things I heard this morning to which I feel the Chair would appre-
ciate a judicial response. _ .

One of the problems in this world, Mr. Chairman, is expressed
very well by the old philosopher Josh Billings. He said the.p’roblem
in the world is not what the people know for darn sure; it's what
people know for darn sure that ain’t so. . .

For example, it was presented to you this morning, I am sure
with the greatest and best intention—I would never ascribe an
improper motivation to any man—TI do confess, however, an inabil-
ity to understand some of the things mentioned here this morning
in arguments supporting the status quo, the do nothing approach.

First there was reference to “patents today and other fields
tomorrow.” I suggest, Mr. Chairman, that Congress can be tl.*usted
to decide those issues when and if they arise on their merits, as
was recognized and done on this bill. o .

Tax, environmental, and trademark matters were prlgmally in-
cluded. Congress in its wisdom eliminated those three items.

If in the future Congress should decide, or if it is proposed to
Congress that other fields be added, Congress is perfectly willing to
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handle that matter when and if it comes up, and anyone having
objections to those additions would certainly be heard.

Next, I will not comment on the reference to parochial, single-
purpose, and specialized courts. I never have understood that thor-
oughly. I understand some of the objections of so-called specializa-
tion, although I suspect if I had brain surgery to be conducted 1
would want a brain surgeon.

With reference to regional courts, it is suggested they are much
more familiar with local industry and State law. I don’t understand
that since today a patent owner in South Carolina has his case
heard on appeal in the ninth circuit in California. A patent owner
in California has his appeal heard in the seventh circuit in Chica-
go, et cetera.

It was said there is no serious lack of uniformity. My statement
lists six areas of direct, admitted and acknowledged conflictz—
there are others. There was reference to Judge Rifkind’s famous
speech of now 30 years ago, in which he referred specifically to the
trial courts, not the appellate courts, not the need for guidance and
a consistent jurisprudence in the law.

With regard to reference to a ball game, the law is not a sport.

It was suggested that forum shopping requires certainty. Of
course it requires only an expectation or a hope of a happy out-
come.

Of course the problem is not in the result. With that, I agree
with some of the statements made earlier. The problem is in the
means and the method and the approach to decisionmaking on
which lawyers and their clients should be able to rely.

With reference to common law and the need for the common law
to grow, we are dealing with a statute, Mr. Chairman, a statute,
one national statute passed by this body in 1952.

Interestingly, there was some reference to an absence of forum
shopping, but we heard a great deal about how lawyers would
forum shop if they had a chance and how this bill would somehow
create maneuvers for tactical reasons of injecting patent issues into
other cases. I think the courts, Mr. Chairman, can be relied upon,
as they have since our country started, to do away with sham
pleadings.

I was interested in the discussion of the conflicts in the circuits
in other fields. I will shorten this, but it also has been suggested
here this morning, and in some of the written statements submit-
ted to you, that this is new and unparalled, a precedent. As I
mentioned a moment ago, customs law has been facilitated, a uni-
form customs law since 1909, in precisely this manner.

Presently—and Judge Friedman can speak better on this sub-
ject—the Court of Claims hears all contract appeals, all renegoti-
ation of such matters, and Indian claims against the Government.

It was suggested there are only 119 patent appeals and, there-
fore, it would not help the courts much. What was not mentioned
was that patent cases in the regional courts of appeals now require
11% months average time to decide after they are heard.

I mentioned earlier 29 months from filing. This subcommittee
now has before it the request of the Judicial Conference and the

judges for 11 permanent and 3 temporary additional judges in the
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courts of appeals. It suggests to me that if this proposal assists
those judges at all it is worthwhile.

The national court of appeals discussion, I think, was pretty well
cleared up. The big difference to me is that that is another tier.

With that I will wind up where I started, Mr. Chairman. There
was reference to the need for diversity in the law. In my book
diversity is valuable. Where you have a pluralistic society, diversity
in politics, in almost anything, is good. But to tell our citizens that
the law is one thing here and another thing there, to give diversity
to the statutory law is to me—I cannot give it a better word—
grotesque.

Mr. Chairman, the judges of our court, of course, will accept with
good grace and continued dedication whatever duties Congress in
its wisdom may designate.

With expressions for appreciation for the chairman’s patience, I
will be glad at the appropriate time to attempt tc answer whatever
questions the chairman may have.

[The prepared statement of Chief Judge Markey and article of
Judge Miller follow:]

+
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PREPARED STATEMENT OF CHIEF Jupee Howarp T, Markey

I weLcoME, MR. CHAIRMAN, YOUR INVITATION TO APPEAR A SECOND
TIME IN SUPPORT OF THE CONSOLIDATION OF THE CoOURT oF CLAIMS AND THE
CoUrT oF CusToMs AND PATENT APPEALS AS SET FORTH IN THE PROPOSAL

SUBMITTED BY THE JupIcIAL CONFERENCE OF THE UNITED STATES.

| RESPECTFULLY REQUEST THAT MY STATEMENT MADE OF RECORD ON THE
OCCASION OF MY APPEARANCE ON ApriL 24, 1981, BE SUPPLEMENTED BY THE
PRESENT STATEMENT AND THAT THE PRESENT STATEMENT BE MADE OF RECORD
ALSO- | REAFFIRM, OF COURSE, MY EARLIER STATEMENT AND WILL NOT
REPEAT ITS CONTENT HERE, EXCEPT TO REPEAT MY APPRECIATION OF ALL OF
THE WORK OF THIS SUBCOMMITTEE AND ITS STAFF IN CONTINUING ITS
EFFORT TOWARD IMPROVEMENT IN THE ADMINISTRATION OF JUSTICE. AS THE
CHAIRMAN IS AWARE, THE CONSOLIDATION CONCEPT WAS EMBODIED IN BILLS
PASSED BY BOTH HOUSES.OF THE CONGRESS LAST YEAR. | AM HOPEFUL
THAT, DESPITE THE PRESSURES UPON THE CONGRESS, THE SUCCESSFUL TRACK
RECORD TO DATE WILL RESULT IN RETENTION OF THE 1 OcTtoBER 1981
EFFECTIVE DATE, WHICH HAS APPEARED IN ALL VERSIONS OF THE BILLS

PASSED LAST YEAR AMD IN THOSE NOW UNDER CONSIDERATION-

IN MY APRIL 24TH STATEMENT [ EMPHASIZED CLARITY IN THE LAW AS
THE PRIMARY NEED ADDRESSED AND MET BY THE PROPOSAL BEFORE THIS
SUBCOMMITTEE. ACHIEVEMENT OF A CONSISTENT JURISPRUDENCE, AS |
THERE INDICATED, WOULD NOT ONLY AID OUR COUNTRY'S INDUSTRIES BUT
WOULD BRING AN END TO THE COSTLY AND OUTRAGEOUS FORUM SHOPPING
WHICH HAS INCREASINGLY PLAGUED PATENT LITIGATION FOR OVER 60 YEARS-
[ CITED, IN MY EARLIER STATEMENT, EXAMPLES OF SYSTEM~DESTROYING
SLOGANS WHICH EPITOMIZE THE PRESENT OBFUSCATION OF THE PATENT LAW-.
IN THIS STATEMENT, | PROPOSE TO SET FORTH A FEW EXAMPLES OF THE
DISPARATE TREATMENT OF VARIOUS PATENT LAW AREAS AMONG THE CIRCUIT
COURTS OF APPEAL. THESE EXAMPLES ILLUSTRATE THE MUDDIED SOIL SO

FERTILE FOR FORUM SHOPPING-

81-714 O—81——17
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IN so poiNg, MR« CHAIRMAN, [ INTEND NO UNTOWARD REFLECTION

UPON MY COLLEAGUES WHO SERVE WITH SUCH SELFLESS DEDICATION ON THE
[ HAVE HAD THE HONOR AND PRIVILEGE OF

IN ALMOST 1,000 CASES INVOLVING

CIRCUIT COURTS OF APPEALS-.

SITTING WITH THEM IN EVERY CIRCUIT,
EVERY FIELD OF LAW, AND CAN ATTEST THAT EVERY ONE [ HAVE MET HAS

PROVEN DEDICATED TG THAT IDEAL WHICH HAUNTS THE DAYS AND DREAMS OF

EVERY TRUE JUDGE--THAT HE DECIDE EACH CASE CORRECTLY~--THAT HE DO

JUSTICE IN EVERY CASE. THE PROBLEM OF DISPARATE TREATMENT OF THE

PATENT LAW ARISES, AS [ SAID IN MY EARLIER STATEMENT, SOLELY FROM

UNFAMILIARITY WITH A UNIQUE STATUTE RARELY SEEN-

IN VIEW OF TIME AND SPACE LIMITATIONS, [ LIST oONLY SIX
EXAMPLES OF THE DISPARATE TREATMENT CONTRIBUTING TO THE PRESENT

ABSENCE OF CLARITY IN THE LAW OF PATENTS:

(1) THe EMPLOYMENT AND NON-EMPLOYMENT OF A JUDGE-
CREATED “SYNERGISM” TEST IN DETERMINING WHETHER AN

INVENTION IS PATENTABLE-

(2) TREATHMENT OF NON-OBVIOUSNESS AS A QUESTION
OF FACT AND AS A QUESTION OF LAW;

(3) PERMITTING, AND REFUSING TO PERMIT, A
LICENSEE TO CONTEST VALIDITY OF THE LICENSED PATENT
WITHOUT FIRST CANCELLING THE LICENSE;

(4) CoNSIDERING, AND REFUSING TO CONSIDER, THE
PROPERTIES OF A CHEMICAL COMPOUND IN DETERMINING THE
VALIDITY OF CLAIMS DRAWN TO THE COMPOUND;

(5) CONSIDERING, AND REFUSING TO CONSIDER, EVIDENCE
OF SWBJECTIVE INTENT IN DETERMINING WHETHER A USE WAS

EXPERIMENTAL -

(6) CONSIDERING, AND REFUSING TO CONSIDER,
LIMITATIONS ADDED DURING PROSECUTION OF A PATENT
APPLICATION AS THE SOLE BASIS FOR DETERMINING VALIDITY-

(1) "SYNErRGISM"
WHETHER THE INVENTION MEETS THE NON-OBVIOUSNESS STANDARD SET

FORTH IN SECTION 103 OF THE STATUTE IS A CRITICAL DETERMINATION

REQUIRED IN VIRTUALLY EVERY PATENT CASE. IN MAKING THAT

DETERMINATION, SOME CIRCUIT COURT OPINIONS HAVE SET FORTH A

CONDITION FOR PATENTABILITY NOT SET FORTH IN THE STATUTE, A

CONDITION LABELED “SYNERGISM.” THAT CONDITION IS DEFINED AS A
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SEQUIREMENT THAT THE ELEMENTS OF AN INVENTION ACHIEVE TOGETHER A
RESULT GREATER THAN THE SUM OF THE EFFECTS OF THE ELEMENTS TAKEN
SEPARATELY. APART FROM THE IMPOSSIBILITY OF MEETING SUCH A TEST,
THE CONDITION HAS PRODUCED CLEAR AND WIDESPREAD CONFLICT AMONG THE

CIRCUITS.

Jupge Jack R. MILLER, FORMERLY A UNITED STATES SENATQR FROM
Towa AND Now AN AssocIATE Jupee oF THE COURT oF CusToMs AND PATENT
APPEALS RECENTLY SPOKE ON “FACTORS OF SYNERGISM AND LEVEL oF
ORDINARY SKILL IN THE ART IN SEcTION 103 DETERMINATIONS.” THAT TALK
WAS PUBLISHED AS AN ARTICLE IN THE AMERICAN PATENT LAW JOURNAL,
VoLume 8, NOVEMBER 4. IN THE FIRST 18 PAGES OF THAT ARTICLE, JUDGE
MILLER REVIEWS THE WIDELY DISPARATE TREATMENT OF SYNERGISM AMONG
THE CIRCUITS, IDENTIFYING THOSE CIRCUITS WHICH HAVE REJECTED THE
JUDGE-CREATED SYNERGISM TEST ENTIRELY, THOSE THAT HAVE ADOPTED IT,
AND THE THREE CIRCUITS WITHIN WHICH IT HAS BEEN ADOPTED BY SOME
PANELS AND REJECTED BY OTHER PANELS. THE ARTICLE INCLUDES
CITATIONS OF THE CASES ILLUSTRATING THIS PARTICULAR DISPARITY OF
TREATMENT. No USEFUL PURPOSE WOULD BE SERVED BY ADDING FURTHER
EXAMPLES, MR- CHAIRMAN, AND | THEREFORE RESPECTFULLY REQUEST THAT

THE ATTACHED 18 PAGES OF JUDGE MILLER’S ARTICLE BE MADE PART OF THE

RECORD IN THE PRESENT HEARING.

(2) THE NoN-0BVIOUSNESS QUESTION
THE QUESTION OF WHETHER THE INVENTION WOULD HAVE BEEN 0BVIOUS
WHEN MADE 18 VIEWED AS A QUESTION OF FACT, AND THUS SUBJECT TO THE

“CLEARLY ERRONEOUS” RULE, IN THE 10TH CirculT, [MoORE V. SHULTZ, 491

F.2p 294, aND IN THE 1sT CIRCUIT, ROSEN V- Lawson-HempHILL, INnc,

549 F.2p 205. IT IS VIEWED AS A QUESTION OF LAW, AND THUS FREE OF
THE CLEARLY ERRONEOUS RULE, IN THE REMAINING CIRCUITS: JULIE

REseArcH LAB. IMc. V. GUILDLINE INSTRUMENTS Inc., 501 F.2p 1131 (2p

CIRr-); Habpco PROD-.INC- ve WaLTeER Kippe & Co., 462 F.2p 1265 (3p

Cir.); BLoHm & Voss AG v. PRUDENTIAL-GRACE LiNEs, INc., 489 F.2p
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231 (41tH CIR-); SwoFForD v- B & W, INc., 395 F.Z2p 362 (5TH CiRr.):
NickoLA v. Peterson, 580 F.2p 898 (6TH Cir.); St. REGIs Parer Co.

v. Bemis Co., 549 F.2p 833 (77H CIr.); FLourR CiTY ARCHITECTURAL

METALS v. ALPANA ALuMminNuM Probucts, INc., 454 F.2p 98 (3TH CiRr.);

HensLey FquipMeNT Co. v. Esco Corp., 375 F.2p 432 (914 CIir.);

HicLEY v. BRENNER, 387 F.2p 855 (DC Cir-)

(3) Licensee CoNTEST oF VALIDITY
SOME CIRCUIT COURT OPINIONS SAY THAT A LICENSEE MAY CHALLENGE
THE VALIDITY OF THE LICENSED PATENT IN A DECLARATORY JUDGMENT
ACTION WITHOUT TERMINATING THE LICENSE: WARNER-JENKINSON Co. V-
ALL1Ep CHEmIicAL Corp., 567 F-.2p 184 (2p CiRr.); AMERICAN STERILIZER

Co. v. SyBroN CorpP., 526 F.2p 542 (35p C1R-)+ OTHER CIRCUIT COURT

OPINIONS SAY A LICENSEE MAY NOT DO SoO:!: MILPRINT v- CurwooD, Inc.,
562 F.2p 418 (7tH CIR.); ProDUCT ENGINEERING V- BARNES, 424 F.2p 42
(10tH CIR.).

(4) ProPerTIES oF CHEMIcAL COMPOULiDS
IN TWO CIRCUITS, A PRESUMPTION OF OBVIOUSNESS MAY BE RERUTTED

BY EVIDENCE THAT THE CLAIMED COMPOUND POSSESSES NEW AND UNEXPECTED

PROPERTIES: COMMISSIONER OF PATENTS V. DEUTSCHEGOLD-UND-SILBER-

SCHEIDEANSTALT VormalLs Roesster, 397 F.2p 656 (D.C. Cir.); ELI

Lirry & Co. v- GEnErRIX DRuc Sares, Inc., 460 F.2p 1096 (5TH CIR.).

IN TWO OTHER CIRCUITS, DISTRICT COURTS HAVE HELD TO THE CONTRARY,
AND THE ISSUE WAS NOT REACHED BY THE CIRCUIT COURTS WHEN THE CASES
WERE APPEALED: DMonsaNTo Co. v. RoHM & Haas Co., 312 F. Supp. 778,

AFF’D 456 F-2p 592 (3p CiR-); CARTER-WALLACE, Inc. v- UAVIS-EDWARDS

PuarmacaL Corp., 341 F. Supp. 1303, AFF’D suB NoM, CARTER-WALLACE,
Inc. v- OTTE, 474 F.2Dp 529 (2D CiR-)-

(5) SuBJECTIVE INTENT
IN THE 5TH CIRCUIT, AN INVENTOR'S SUBJECTIVE INTENT MUST BE

CONSIDERED IN DETERMINING WHETHER A TRANSACTION INVOLVING AN
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INVENTION, OCCURRING MORE THAN ONE YEAR BEFORE THE FILING DATE OF
HIS PATENT APPLICATION WAS MERELY "EXPERIMENTAL,” AND WOULD NOT

THEREFORE DEFEAT HIS RIGHT TO A PATENT, IN RE YARN PROCESSING

PATENT VALIDITY LITIGATION, 498 F.2p 271. IN THE 9TH CIRCUIT, AN

INVENTOR'S SUBJECTIVE INTENT HAS NO PROBATIVE VALUE IN DETERMINING

WHETHER THE TRANSACTION WAS EXPERIMENTAL, RoBBINS Co. v. LAWRENCE

MEg. Co., 482 F.2p 426, AmERICAN MACHINE & HYDRAULICS, INC. V-
MERCER, 585 F.2p 404.

(6) FiILe WRAPPER RELATION TO VALIDITY
IN THE 5TH CIRCUIT, A PATENTEE WHO NARROWED HIS CLAIM DURING
PROSECUTION OF HIS PATENT APPLICATION IS NOT PRECLUDED FROM
CONTENDING THAT HIS CLAIM AS ORIGINALLY SUBMITTED WAS ERRONEOUSLY
REJECTED IN THE PATENT AND TRADEMARK OFFIcE, INGERsoLL-Ranp Co. v.

BRUNNER AND LAY, INC., 474 F.2p 491. IN THE 7TH CIRCUIT, A

PATEZNTEE [$ SO PRECLUDED, THE REJECTION OF HIS ORIGIMALLY SUBMITTSD
CLAIM BEING VIEWED AS ESTABLISHING INVALIDITY OF THAT CLAIM AND THE
PATENTEE BEING REQUIRED TO PROVE NON-OBVIOUSNESS OF THE FEATURES
DISTINGUISHING HIS NARROWED FROM HIS ORIGINAL CLAIM, BURLAND V-
TripPE MFG. Co., 543 F.2p 588.

CoNcLUsTON

THE FOREGOING LIST IS HNOT EXHAUSTIVE- Nor Is THE EXISTENCE OF
THESE AND OTHER CONFLICTS IN VARIOUS AREAS OF THE PATENT LAW OPEN
TO QUESTION- INDEED, CIRCUIT COURT OPINIONS HAVE REPEATEDLY
ACKNOWLEDGED THE EXISTENCE OF CONFLICTS. As COMMENTATORSﬂHAVE
UNIVERSALLY NOTED, THE SUPREME COURT IS CONFRONTED WITH DEMAND FOR
DECISION IN SO MANY CASES OF GREAT NATIONAL AND SOCIAL IMPORT AS TO
EFFECTIVELY PRECLUDE IT FROM RESOLVING CONFLICTS IN THIS ONE UNIQUE
AREA OF THE LAW. THE CONSCLIDATION COMNCEPT PRESENTED TO THIS
SUBCOMMITTEE BY THE JUDICIAL CONFERENCE, BY DIRECTING ALL APPEALS
IN PATENT CASES To THE COURT oF APPEALS FOR THE FEDERAL CIRCUIT,

WOULD AUTOMATICALLY PRECLUDE THE OCCURRENCE OF CONFLICT IN THE

abass
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INTERPRETATION AND APPLICATION OF THE NATIOINAL LAW OF PATENTS-
As A REPRESENTATIVE OF THE JuDIcIAL CONFERENCE, [ THEREFORE
RECOMMEND APPROVAL BY THIS SUBCOMMITTEE, AND BY THE CONGRESS, OF
THIS IMPORTANT CONTRIBUTION TO AN IMPROVED ADMINISTRATION OF
JUSTICE-

WITH APPRECIATION FOR YOUR PATIENCE, MR. CHAIRMAN, [ wiLL
CLOSE THIS SUPPLEMENTAL STATEMENT AND WILL BE PLEASED TO ATTEMPT

ANSWER TO ANY QUESTION YOU OR THE MEMBERS OF YOUR SUBCOMMITTEE MAY

WISH TO VOICE-

FACTORS OF SYNERGISM AND LEVEL OF ORDINARY
SKILL IN THE PERTINENT ART
IN SECTION 103 DETERMINATIONS

*%
by Jack R. Miller
I. SYNERGISM

In discussing the factor of synergism, it seems
prudent to take as a point of departure the Supreme Court's

opinion in Graham v. John Deere, 383 U.S. i, 148 USPQ 459

(1966), where a unanimous court (Justices Stewart and Fortas not
taking part) set forth for the first time its interpretation of
35 Usc § 103. bf particular importance is the fact that in no
subsequent case involving section 103 has the Court made any

statement that its interpretation set forth in Graham v. Deere

was being changed. It is, therefore, a reasouable assumption
rhat this interpretation is as viable today as it was when the
opinion was handed down in 1966. The Court began with a caveat:
"while the clear language of § 103 places emphasis on an inquiry

into obviousness, the general level of innovation necessary to

* -
This article is based on the author's speech before the
Los &ngeles Patent Law Association at its annual Seminar
at Rancho La Costa, Carlsbad, California, June 8, 1980.
%k

Judge, United States Court of Customs and Pacent
Appeals; formerly United States Senator from Iowa

(1961-1973).
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sustain patentability remains the same.' It then set forth what,
for purposes of this discussion, is the correct analytical

approach to a section 103 issue:

Under § 103, the scope and content of the:
prior art are to be determined; differences
between the prior art and the claims at issue
are to be ascertained; and the level of ordi-
nary skill in the pertinent art resolved.
Against this background, the obviousness or
nonobviousness of the subject matter is deter-

~ mined. Such secondary considerations as
commercial success, long felt but unsolved
needs, failure of others, etc., might be
utilized to give light to the circumstances
surrounding the origin of the subject matter
sought to be patented.' As indicia of obvious-
ness or nonobvousness, these inquiries may have
relevancy.

Although it is a reasonable assumption that this analytical
approach is still the correct one, because nowhere has the
Court disavowed it, the patent bar has understandably been
" 4in the

concerned over what the Court said about ''synergzism

Anderson's-Black Rock case, 396 U.S. 57, 163 USPQ 673 (1969),

some three years later and, more recently, in its 1976 opinion

in Sakraida v. Ag Pro, 425 U.S. 273, 189 USPQ 449, reh. denied,

426 U.S. 955. Many had thought that Graham v. Deere laid to

rest the Court's unfortunate statement about combination

patents in its 1950 opinion in the Atlantic & Pacific Tea Co.

case, 340 U.S. 147, 87 USPQ 303 (1950), namely:

The conjunction or concert of known elements

must concribute something; only when the whole
in some way exceeds the sum of its parts is the
accumulation of old devices patentable. Elements
may, of course, especially in chemistry or elec-
tronics, take on some new quality or function
from being brought into concert, but this is

not a usual result of uniting elements old in
mechanics. . . .

Courts should scrutinize combination patent
claims with a care proportioned to the difficulty
and improbability of finding invention in an
assembly of old elements. . . .

Nevertheless, in the Anderson's-Black Rock case (opiniecn

by Justice Douglas) the Court found the 19-year old 4 & P case

alive and well and cited it as support for this statement:

s
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A combination of elements may result
in an effect greater than the sum of the
several effects taken separately. No such
synergistic result is argued here. It is,
nowever, fervently argued that the combina-
tion filled a long felt want and has enjoyed
commercial success. But those matters "'with-
out invention will not make patentability."

Only two Justices (Black and Douglas) had been on the Court
when the 1950 A & P decision was handed down. However, five of

the seven Justices who took part in the Graham v. Deere case

were there for the Anderson's-Black Rock case. In his concur-~

ring opinion in A & P, Justice Douglas had emphasized that the
standard of patentability is a constitutional st udard and that
standard is one of "invention." In his opinion in Anderson's-

Black Rock, he reemphasized this point. He finessed Gz

Deere by quoting from its opinion, thus:

We believe that . . . legislative history,
as well as other sources, shows that the revi-
sioi. was not intended by Congress to change the
general level of patentable invention. We con-
clude that the section [l03] was intended merely
as a codification of judicial precedents embrac-

ing the Hotchkiss ="' condition . . . .

Justice Douglas then paid lip service to section 103 by adding:

We conclude further that to those skilled
in the art the use of the o0ld elements in
combination was not an invention by the
obvious-nonobvious standard. . . .

In January, 1969, prior to the decision in Anderson's-

Black Rock the following December, the CCPA in In re Sponmnoble,

56 CCPA 823, 832, 405 F.2d 578, 583, 160 USPQ 237, 243 (1969),
had said: "A patentable invention, within the ambit of 35 USC
103, may resul: even if the inventor has, in effect, mgrely
combined features, old in the art, for their known purpose,
without producing anything beyond results inherent in their
use." This statement has been quoted ' with approval by the CCPA

several times. 1In re Roberts, 470 F.2d 1399, 1401, 176 USPQ

313, 314 (CCPA 1973); In re McLaughlin, 443 F.2d 1392, 1395-96,

170 USPQ 209, 212 (CCPA 1971); In re Passal, 426 F.2d 409, 411,

1/ Hotchkiss v. Greenwood,52 U.S. (11 How.) 248 (1850).
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165 USPQ 702, 704 (1970). Similar views were expressed by the
Court of C%aims in Bowser, Inc, v. United States, 388 F.2d 346,
349-50, 156 USPQ 406, 409 (Ct. Cls. 1967).

Several years later, in Sakraida v. Ag Pro, supra,

with four of the Justices remaining of those who took part in

the Anderson's-Black Rock case, the Court again looked for a

"synergistic result" and, not perceiving one, reversed the
Fifth Circuit, which, in the course of upholding validity of
the involved patent, made the mistake of citing Anderson's-

Black Rock and saying:

Although the plaintiff's flush system
does not embrace a complicatad technical
ilmprovement, it does achieve a synergistic
result through a novel combinaticn. .

e

Ag Pro, Inc. v. Sakraida, 474 F.2d 167, 173, 177 UspQ 106,

111 (Sth.Cir. 1973). .I say the Fifth Circuit made a mistake

in saying that Ag Pro's flush system achieved a "synergistic
result,"” because this became a key point in the Supreme Court's
opinion. If the Fifth Circuit had merely stayed with the

analysis prescribed by Graham v. Deere in determining patent

validity, the Supreme Court might not have reached the syner-
gism test. Sakraida himself was also inadvertently to blame.
He had the burden of proving the patent invalid in the face of
the presumption of validity, but introduced no substantive
evidence with respect to the level of ordinary skill in the
art. The Fifth Circuit carefully pointed out that its decision
upholding validity was based on the record before it and clearly
indicated its displeasure over Sakraida's lack of evidence.
Different judges and different lawyers have taken
differing views of Sakraida. For example, Judge Rich of the
CCPA has said that the Supreme Court "simply expressed dis-
agreement with the lower court's view that there was a synergistic
result”; and that '"the Supreme Court has never held synergism
to be a necessary condition of patentability--as indeed it is
not." 60 JPOS 297-98 (1978). The Commissioner of Patents,
observing that "[n]owhere in its decisions in those cases

[Sakraida v. Ag Pro and Anderson's-Black Rock] does the Court
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state that the 'new or different function' and 'symergistic
resulc' tests supersede a finding of unobviousness or obvious-
ness under the Graham test,” has ruled that rthe Office will

continue to follow Graham v. Deere in the examination of

patent applications. MPEP § 706 (4th ed. 1979) (Rev. 1 Jan.
1980) . Judge Conner of the Southern District of New York, on

the other hand, recently said in his opinion in Brennan v. Mr,

Hanger, Inc., 479 F. Supp. 1215, 203 USPQ 697 (S.D. N.Y. 1979),

that he felt bound to follow the synergism test laid down by
the Supreme Court in Sakraida, although he had criticized such
a test, saying:

Every machine, every electrical circuit and

electro-mechanical device, and almost every

mechanical instrument of any kind, consists

of a combination of elements. . . .

Moreover, in every such combination, each

individual component always performs its

characteristic function: a gear always acts

like a gear, a resistor like a resistor, and

so on. And the overall performance of the

combination is always precisely equal to the

sum of the functions of its components. In

the real world, two plus two never equals

five.
V APLA QUARTERLY JOURNAL 77, 84-85 (1977). 1 agree with Judge
Conner's criticisw, but I strongly disagree with his conclusion
that he was bound to follow what amounts to dicta in Sakraida.
Interestingly, Judge Conner proceeded to find synergism, and
the case was not appealed. At the same time, I cannot so
readily dismiss the impact of Sakraida as Judge Rich. Here is
how I read Sakraida:

The Fifth Circuitc said that, although the patent
combined admittedly old elements for applying water from a
storage tank to a conventional sloped floor in a dairy barn
equipped with drains at the bottom of the slope, the arrange-

ment of the old elements effected the abrupt release of a

cascade of water to wash the barn floor. This, it said, was a

synergistic result. The Supreme Court, although conceding that

ST
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perhaps a "more striking result' was produced, said it could
not agree ''that the combination of these old elements to
produce an abrupt release of water . . . can properly be
characterized as synergistic.'” It declared that:

A patent for a combination which only unites

old elements with no change in their respec-

tive functions . . . obviously withdraws

what already is known into the field of its

monopoly and diminishes the resources avail-

able to skillful men. . . .

The Court quoted from Anderson's-Black Rock for the meaning of

synergism, namely: "an effect greater than the sum of the
several effects [of the elements of a combination] taken
separately." Of course, one might wonder why a '"more striking
result" from the abrupt release of z cascade of water would not
be considered to meet this definition. The holding itself was
that the combination would have been obvious, falling under the
heading of '"the work of the skilled mechanic, not that of the

t

inventor,"” the Court citing Hotchkiss v. Greenwood, supra.

Graham v, Deere was cited approvingly, without the slightest

indication that the wnalytical approach therein prescribed was
being changed in the case of so-called combination inventions.
However, it can well be argued that the rationale for the
Court's holding was the absence of a synergistic effect from
what the Court referred to as "this particular use cof cthe
assembly of old elements." If so, absence of a synergistic
effect will relegate a combination invention to the status of
"the work of the skilled mechaniec, not that of the inventor."
The level of skill in the art will thus be determined without
regard to other evidence, such as secondary considerations. I

cannot reconcile this with Graham v. Deere.

In early 1978, the Eighth Circuit, in Clark Equipment
Co. v. Keller, 570 F.2d 778, 197 USPQ 209 (1978), affirmed a

holding of patent validity using a Graham v. Deere analysis and

rejected a requirement of synergism, saying:

In the patent law context, “"synergism" has no talismanic power;
synergism is merely one indication of nonobviousness.
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However, a year later another panel, affirming the district
court's holding of invalidity, stated that "if the claims cover
a structure that combines old and well known elements, one of
the factors this court must look for . . . is synergism,' and

cited Sakraida and Anderson's-Black Rock. Reinke Manufacturing

Co. v. Sidney Manufacturing Co., 594 F.2d 644, 648, 201 USEQ
344, 348 (8th Cir. 1979). 1In February of 1979, the Seventh

Circuit, in Republic Industries Inc. v. Schlage Lock Co., 592

F.2d 963, 200 USPQ 769 (1979), reversed a decision of a district

judge who had held invalid a patent on a new combination of old
elements because he felt obliged to follow a 2-1 ruling of a

Seventh Circuit panel in St. Regis Paper Co. v. Bemis Co., 549

F.2d 833, 193 USPQ 8 (1977), that certain patents were invalid
because the claimed combinations did not produce a symnergistic
resule. The excellent opinion by former Chief Judge Swygert in
Schlage Lock effectively disposed of the synergism test,

saying, inter alia:

[Wlhen using the synergism approach to
determine whether one element functions
differently or whether the whole somehow
exceeds the parts, one is required to look
solely to the operation of the elements
after they are combined. This analysis
suffers from two defacts. First, a test
which looks exclusively to the functioning
of the individual components after they are
combined must necessarily be premised on the
assumption that it is always obvious to take
known elements and combine them. . . .

The second and more basic defect with
synergism is that section 103 sets as the
standard of patentability the nonobviousness
of the invention "at the time the invention
was made to a person having ordinary skill .
in the art . . . ." . . . From this vantage %
point the critical question becomes whether
the level of skill in the art was such that
the combining of the elements in the manner
claimed would have been obvious, not in
retrospect, but at the time it was done by 2
the inventor. . . . Synergism, however,
precludes this analysis. Because synergism
centers exclusively on the performance of
the elements after combination and without
regard to the obviousness or nonobviousness
of making the combination, synergism does
not comport with the Graham mandate to apply
section 103.

PP}
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Schlage Lock was followed by different panels of the

Seventh Circuit in Beatrice Foods v. Tsuyama Manufacturing Co.,

619 F.2d 3, 204 USPQ 889 (7th Cir. 1979), and Lee Blacksmith,
Inc. v. Lindsay Brothers, Inc., 605 F.2d 341, 343 n.3, 203 USPQ

211, 213 n.3 (7th Cir. 1979). The opinioms, also by Judge

Swygert, said that synergism was irrelevant., See also AMP Inc,

v. Bunkexr Ramo Corp., 604 F.2d 24, 203 USPQ 324 (7th Cir. 1979).

In the Sixth Circuit in 1978, Chief Judge Howard

Markey of the CCPA, sitting by designation, wrote the opinion

of a panel in Nicola v. Peterson, 580 F.2d 898, 198 USPQ 385,

cert, denied, 440 U.S. 961 (1979), affirming the district
court's holding of invalidity of a combination patent. At the

same time, the opinion declared:

[T]he opinion below elsewhere refers to
""combination" inventions and to ''combina-
tions of old elements," as though the

statute were to be applied differently

to "combination" inventions. Court opin-
ions referring to ''combination' inventions
have not clearly distinguished patentability
criteria applicable to different types of
inventions. The statute makes no such
distinction in patentability criteria . . . .
From -'he facts in some cases, the reference
to "<smbination" may have been intended to
separate mechanical or machine inventions
from chemical, electrical or process-type
inventions. But the statute makes no such
distinction . . . . No statutory warrant
appears . . . for treating the patentability
of "combination' inventions differently in
law from the patentability of some other
type of invention . . . . -

This dictum was clearly at odds with earlier statements by
different panels that synergism is a key requirement of patent-
ability. Reynolds Metals Co. v. Acorn Building Components,

Inc., 548 F.2d 155, 161, 192 USPQ 737, 742 (6th Cir. 1977);

Philips Industries, Inc. v. State Stove Manufacturing Co., 522
F.2d 1137, 1141, 186 USPQ 458, 462 (6th Cir. 1975). And three

months later, another panel of the Sixth Circuit affirmed a

holding of invalidity, saying:

[Blecause the . . . patent is composed of
a combination of old elements, the combina-
tion, in order to be patentable, must
produce a synergistic effect or result.

American Seating Co. v. National Seating Co., 586 F.2d 611, 199
USPQ 257 (6ch Cir. 1978), cert. demied, 441 U.S. 907 (1979).

]
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On January 15, 1980, yet another panel of the Sixcth Circuit

rendered an opinion in Smith v. ACME GCeneral Corp., 614 F.2d

1086, 204 USPQ 1060, affirming the districp court's ruling of
invalidity. It held, inter alia, that a syrnergistic result had
not been shown for the involved patent (an adjustable assembly

for a folding door) and said:

Courts have roughly defined synergism as
when the ''whole in some way exceeds the
sum of its parts,'" when the combination
produces a ''mew or different function,"
or "unusual or surprising consequences."

. . . .

It seems apparent from the Black Rock
and Sakraida decisions that the Supreme
Court has recognized synergism to a
limited extent as a term symbolizing the
more stringent standard for combination
patent claims. [Footnote omitted.]

Nevertheless, the panel hedged by saying:

Unquestionably this standard was not meant
to reduce emphasis on the Graham analysis
for obviousness under § 103. If we under-
stood synergism to require such, synergism
would be tossed aside immediately.

And the panel actually quoted frqm the opinion in Schlage Lock.

Just a month earlier, still another Sixth Circuit panel had
held that a patent on a snow-making process, which it referred
to as a '"'combination'" patent, achieved a synergistic result
and, therefore, met the standard of nonobviousness set forth by

section 103. Hansen v, Alpine Valley Ski Area, Inc., 611 F.2d

156, 204 USPQ 803 (1979).

Recently, the Third Circuit, in Sims v. Mack Truck

Corp., 608 F.2d 87, 93, 203 USPQ 961, 967 (1979), cert. denied,

100 §. Ct, 1319 (1980), said that since it was holding that the

patent at issue failed to meet the test set down by Graham v.

Deere, it did not need to rule on whether a finding of synmer-
gism is a precondition to validity of combination patents,
noting that the circuits are split on the question.

In the Ninth Circuit, as in the Sixth and Eighth, the

significance of synergism has depended on the makeup of the
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panel. 1In 1971, in Reeves Instrument Corp. v. Beckman Instru-

ments, Inc., 444 F.2d 263, 170 USPQ 74, a panel comprising

Judges Barnes, Duniway, and Wright declared that the Ninth
Circuit "has consistently followed the analysis , . . prescribed
in Graham" and emphasized that 35 USC 103 provides that the
inquiry into patentability "must be drawn toward the 'subject
matter as a whole' and not to the elements of a claimed combin-
ation and their individual novelty." It rejected an argument
that the claimed invention was invalid because it consisted of
old elements which it said would preclude patenting of virtually
every new mechanical or electrical device "since the vast
majority, if not all, involve the construction of some new
device . . . from old elements." In 1977, a panel comprising

Judges Chambers, Tuttle, and Wallace, citing A & P, Black Rock,

and Sakraida, declared that a mere combination of devices well
known in the prior art is obvious unless the whole exceeds the
sum of its parts; that there should be '"unusual or surprising

consequences." Astro Music, Inc. v. ﬁastham, 564 F.2d 1236,

197 USPQ 399. 1In March of 1979, another panel, in Herschensohn
v. Hoffman, 593 F.2d 893, 201 USPQ 721, cited Sakraida and said
it was clear that the involved patent was invalid, "having no
new, unusual, or synergiétic result.” The next month, a panel
comprising Judges Chambers, Bright (from the Eighth Circuit
who, incidentally, was not on the Eighth Circuit panel which,

in deciding Clark Equipment Co., said that "synergism is merely

one indication of nonobviousness'), and District Judge Tang,
held that the district court "properly considered failure of
[the subject patented] device . . . to create a synergistic
result or to disclose any 'unusual or surprising consequences.'"
The panel noted that the device combined old elements and cited

Sakraida and Black Rock. Satco, Inc. v. Transequip, Inc., 594

F.2d 1318, 1322, 202 USPQ 567, 570 (9th Cir. 1979). On

September 17, 1979, another panel, in an unpublished opinion

s
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(No. 77-2504), affirmed a judgment of invalidity, following the

combination patent approach of A & P and Sakraida. Osmose Wood

Preserving Co. v. City of Los Angeles, 449 PTCJ A-1 (Qct. 11,

1979), cert. denied, 100 S. Ct. 1597 (1980).

However, the latest word from the Ninth Circuit came
in January of 1980 from a panel comprising Judges Goodwin,

Sneed, and District Judge Jameson in Palmer v, Orthokinetics,

Inc., 611 F.2d 316, 204 USPQ 893. 1In a memorandum decision
(declaratory judgment action), the district court had held

a patent invalid for obviousness, saying thac alcthough the
combination of elements--all said to be old--resulted in a new
mechanical device that performed a useful function (a chair
designed to simplify moving a wheelchair-bound person by car),
that function was not synergistic, ''because the interaction of
these old elements produced an expected result." On appeal the
patentee attacked the district court's failure to make the

factual inquiries required by Graham v. Deere and also its

failure to make findings regarding the secondary indicia of
nonobviousness. The Ninth Circuit panel reversed and remanded
because of what it termed "conclusory statements' regarding
synergism which made it impossible to determine whether the
district court made the proper inquiries under section 103 in

accordance with the Graham v. Deere analysis. Judge -Jameson

wrote the opinion, and it is apparent that Schlage Lock, which

he cited, exerted a strong influence. He wrote:

A trial court must determine whether
the patent in issue would have been obvious
to one having ordinary skill in the art
"at the time the invention was made'. 35
U.S.C. § 103 (emphasis added). “From this
vantage point the critical question becomes
whether the level of skill in rhe art was
such that the combining of the elements in
the manner claimed would have been obvious,
not in retrospect, but at the time it was
done by the inventor." Republican Indus-
tries, Inc. v. Schlage Lock Co., 592 F.2d
963, 971, 200 USPQ 769, 778-79 (7th Cir.
1979) (emphasis added). Moreover, ''the mere
fact that each of the elements making up the
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combination covered by the claims in suit

appears somewhere in the prior art does not

by itself negate patentability. All struc-

tural inventions of necessity involve a

combination of old elements, i.e., gears,

levers, tubes, bolts, etc. A new structure

is patentable only because the elements are

combined in a new and unobvious arrangement.'
The opinion goes on to say that the district court's findings
that the consequences of combining the elements were not
unusual or surprising did not resolve the question of whether
the level of ordinary skill in the art was such that the
combining of the elements in the manner claimed would have been
obvious at the time the invention was made. Thus, although, as
I will discuss later, unexpected results are probative of the
level of ordinary skill in the art, the opinion correctly
points out that the absence of unexpected results does not
preclude patentability. However, the opinion then says,
somewhat amorphously:

Although we have often noted that a synergism

test will assist a court in determining wbether

a combination patent is nonobvious, the find-

ings and conclusions of the trial court must

be guided by the requirements of § 103 and

Graham v. John Deere Co. [Footnotes omitted.]

In 1979 I was privileged to sit as a visiting judge
with the Second and Tenth Circuits and to be assigned to write
the opinion in a patent case for each court. The Second

Circuit case, Champion Spark Plug Co. v. Gyromat Corp., 603

F.2d 361, 202 USPQ 785 (1979), cert. denied, 100 S. Ct. 1276

(1980), was an appeal from a declaratory judgment that Gyro-
mat's patent was invalid and unenforceable for obviousness.
One of Champion's arguments for affirmance was that claims of
the involved patent merely defined an "arrangement of old
elements," each performing 'the same function it had been known
to perform,' and that such combinations are not patentable,
citing Sakraida. 1In respomnse to this, we said:

In the factual setting of the Sakraida case,

we have no difficulty with the holding that the
invention there involved was not patentable.

81-714 0—81——18
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However, we do not agree with what amounts

to an oblique suggestion that the dicta in

the Supreme Court's opinion overruled the
statutory test of nonobviousness established

by 35 U.S.C. § 103 along with the analytical
guidelines for that test established by the
Court in Graham v. John Deere Co. . . , which
the cpinion in Sakraida’ cites with approval. . . .
Most, if not all, inventions involve a combina-
tion of old or known elements. . . . If the
inventions are new, useful, and nonobvious,
they are patentable. . . .

We then held that the statutory presumption of validity of the
involved patent had not been rebutted by Champion., I might add
that the opinion cited Judge Learned Hand's 1960 opinion in

Reiner v, I. Leon Co., 285 F.2d 501, 504, 128 USPQ 25, cert,

denied, 366 U.S. 929, which declared:

It is idle to say that combinations of old
elements cannot be inventions; substantially
every invention is for such a 'combination'':
that is to say, it consists of former elements
in a new assemblage. All the constituents

may be old, if their new concourse would not
"have been obvious at the time the invention
was made to a person having ordinary skill

in the art" (§ 103, Titcle 35).

We also cited B.G. Corp. v. Walter Kidde & Co., 79 F.2d 20, 22,

26 USPQ 288, 289%9-90 (2d Cir. 1935), in which the opiniocn by

Judge Hand twenty-five years earlier set forth the same doctrine.

The Tenth Circuit case, Plastic Container Corp. V.

Continental Plastics of QOklahoma, Inc., 607 F.2d 885, 203 USPQ

27 (10th Cir. 1979), cert. denied, 444 U.S. 1018 (1980), was an

appeal from a summary judgment by the district court in favor
of Continental and from denial of summary judgment requested by
Plastic Container. The panel unanimously reversed and
remanded. A key issue was whether a reissue patent to one
Samuel Hall, Jr., owned by Plastic Container, was invalid for
obviousness under 35 USC 103. We said that Continental should
have an opportunity, on remand, to show. the obviousness of the
Hall reissue claims by presenting to the district court
additional prior art, which was not before the PTO, which it

might consider pertinent. We then said (footnotes omitted):
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The obviousness or nonobviousness of the Hall
Reissue claims can then be determined in
accordance with the analytical guidelines
established by the Supreme Court in Graham

v. John Deere Co. . . . We note that these
guidelines do not require that, for a com-
bination of known elements to be nonobvious,
the result achieved by the combination must

be synergistic. . . . "If the level of skill
of a person of ordinary skill in the pertinent
art is such that the differences between the
subject matter sought to be patented and the
prior art would not have been obvious to that
person, the test for nonobviousness is mec."
{Quoting from Champion Spark Plug Co., v.
Gyromat Corp. ]

A footnote in the opinion cited two 1979 Tenth Circuit opinions
in which a requirement of synergism had been suggested, by way
of dictum. In July of 1980 another panel of the Tenth Circuit
acknowledged the apparent conflict between these two opinions

and our statement in the Plastic Container Corp. case, but, in

affirming the district court's holding of nonobviousness of a

combination patent (Norfin, Inc. v. International Business

Machines Corp., 453 F. Supp. 1072, 199 USPQ 57 (D. Colo.

1978)), left resolution of the conflict for a ''later day,"
saying that no matter what test was applied, the invention was

patentable. Norfinm, Inc. v. International Business Machines

Corp., 625 F.2d 357, 365, 207 USPQ 737, 745 (l0th Cir. 1980).

[ .
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Senator HErLIN. Judge Friedman, will you summarize your
thoughts please?

STATEMENT OF HON. DANIEL M. FRIEDMAN, CHIEF JUDGE,
U.S. COURT OF CLAIMS, WASHINGTON, D.C.

Judge FriEDMAN. I will be very brief, Senator. I have submitted a
statement. There are two or three things I would like to respond to
which were said here today.

To repeat what Judge Markey said about specialized courts, we
do not consider our court to be a specialized court. We have juris-
diction in a large number of areas. We consider ourselves to be
generalists with areas of expertise. To the extent there is any
element of specialization at the present time betweesn these two
courts, it will be reduced and not increased by combining the 2
courts of 12 judges of the proposed Court of Appeals for the Federal
Circuit. We will have a much broader jurisdiction than each of the
courts now has, and there will be a cross fertiiization; there will be
the opportunity for all of these judges to get into the areas that
some of them are now not in.

Also the concern, viewing with alarm, that if you permit this to
take place now who knows what will come next—well, that is up to
the Congress. If it should turn out at a future date there is a need
for some other specialized court, Congress will take care of that.
However, it cannot be fairly said that merely because you create
this court now and it becomes a forum in being this will encourage
Congress to create new courts or to transfer other areas of jurisdic-
tion to this court.

I also would like to refer to the questions you raised with respect
to the antitrust aspects of these patent cases. I speak with some
measure of familiarity in this area because I have perhaps argued
more antitrust cases before the Supreme Court during my tenure
in the Department of Justice than anyone else.

That is not a serious problem at all. Most antitrust cases do not
involve patent issues. There are charges of price: fixing, charges of
monopolization, charges of irregularities, improprieties in connec-
tion with distributorships and that kind of thing, allocation of
markets, limiting what distributors can do, and so on. It seems to
me almost unbelievable that if such a suit were brought someone
would try to dream up a patent violation by the plaintiff in the
Iéope of getting the case into the Court of Appeals for the Federal

ircuit.

Indeed, it is far from clear under the bill whether the filing of an
antitrust claim and a counterclaim would operate to bring the case
into the Court of Appeals for the Federal Circuit at all.

However, if some cases with antitrust issues which now are
heard by the circuits are heard by the Court of Appeals for the
Federal Circuit, that seems wholly appropriate. There is no reason
why this new court cannot decide antitrust cases just as well and
just as effectively as any of the courts of appeals do now.

This bill has great advantages. It is a simple bill. It avoids many
of the difficulties of some of the other attachments put on earlier
drafts of the bill. All it does basically is to combine the two existing
courts into a single court, combine the jurisdiction of those courts
into the new court, giving the new court exclusive jurisdiction in

“
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patent infringement litigation, and creating a U.S. claims court to
exercise the trial jurisdiction that the Court of Claims now exer-
cises.

We think that the bill has an advantage. It is stripped of many
of the more controversial aspects that existed in prior litigation.

The judges of our courts since the inception have favored this
proposed concept of combining the courts and creating a special
independent claims court, and we urge upon the committee to
approve this legislation.

[The prepared statement of Chief Judge Friedman and attached
statement of trial judges of the U.S. Court of Claims follow:]
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PREPARED STATEMENT OF DANIEL M, FRIEDMAN

Mr. Chairman, and Members of the Subcommittee:

The Court of Claims appreciates the opportunity to pre-
sent to the subcommittee its views on this proposed legisla-
tion. My statement reflects the views of all active judges of
the court.

We commend the committee for its initiatives in these im-
portant efforts to improve the administration of justice, and
we stand ready to assist it or your staff in any way you desire.

Some background information regarding the Court of Claims
may be useful in putting the issues in perspective. The Court
of Claims has broad jurisdiction over suits against the United
States for money damages. Our cases inclulde government con-
tract cases, tax cases, civilian and military pay cases, patent
infringement su{ts against the United States, claims by Indians,
suits for just compensation, and various other cases based upon
the Constitution, statutes, or government vregulations. 28

U.s.C. § 1491.

Since the subcommittee may not be Ffamiliar with the pat-
ent jurisdiction of the Court of Claims, I refer to it briefly.
The court has exclusive jurisdiction over .suits charging in-
fringement by the United States. This exclusive jurisdiction
also covers cases in which the alleged infringement was com-~
mitted by a pgovernment contractor in performing the contract;
in that situation the patentee may sue only the United States
and not the contractor. In determining these patent cases, we
decide the same issues that the district courts resolve in
infrihgement litigation between private parties: whether the
patent is valid; if it is valid, whether it has been infringed;
and if these questions are answered affirmatively, the amount
of damages. Our patent cases also involve questions of patent

licenses, government contracts, and sometimes patent abuse.
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The patent cases constitute an important part of our work.
In the fisggl year ended September 30, 1980, we had 46 patent
cases pending at the beginning of the year and 46 pending at
the end. Seventeen cases were filed, and 17 were disposed of
during the year. These patent cases constitute almost 3 per-
cent of the total cases we disposed of and approximately 2-1/4
percent of our total docket. These statistics, however, tend
to understate the significance of those cases as part of our
total workload, since those cases generally are among our most
complex, protracted, and difficult.

An important consequence of the breadth of our jurisdic-
tion is that although we decide cases involving only certain
areas of the law, we are not a 'specialized' court in the invid-
ious sense in which that term sometimes is used. Rather, we
should be viewed as a court of generalists with expertise in a
defined number of subjects. The soundness of this characteri-
zation is confirmed by the fact that for many years our judges
have been sitting and continue to sit on the courts of appeals
for the different circuits and have decided civil and criminal
cases involving all areas of the law.

The proposed bill would retain the existing nonexclusive
tax tefund suit jurisdiction of the Court of Claims but would
allocate to the Claims Court the trial jurisdiction and to the
Court of Appeals for the Federal Circuit the appellate juris-
diction over these cases. 5Since an earlier version of this
legislation the Senate passed last year (S. 1477) would have
given the Claims Court trial jurisdiction over tax cases but
Sould have diverted to the various regional courts of appeals
appellate jurisdiction over those decisions of the Claims Court,
I think it appropriate to refer briefly to the tax refund juris-
diction the Court of Claims now has.

The Court of Claims has been exercising jurisdiction over
tax cases for more than 60 years, ever since the Supreme Court

held in United States v. Emory, 237 U.S. 28, in 1915 that the




274

court's basic jurisdictional statute, the Tucker Act of 1887,
covers tax rtefund suits. Tax cases constitute the largest
single category of the court's docket. In the fiscal year
ended September 30, 1980, for example, 166 petitions were filed
in tax cases, constituting almost one-quarter of the total of
697 cases filed. Similarly, the court disposed of 167 tax Te-
fund cases, approximately 30 percent of its total disposition
of 571 cases. During the same period, all of the circuit
courts of appeals together decided 235 tax cases, an average of
only 21.4 per circuit. Over the years the percentage of tax
cases in this court has been somewhat higher than. it was in
1980, generally averaging between 30 and 35 percent of our
total filings and dispositions. The number of tax cases filed
in this court also has increased over the years. These éases
involve virtually every area of tax law, including income tax,
estate tax, gift tax, and excise tax.

Many of these tax cases are extremely complicated and
difficult, with lengthy records and numerous issues. Frequent-
ly they present novel questions. Presumably because of the
court's long experience with and expertise in the tax field and
the suitability of its procedures, tax cases involving the larg-
er claims gravitate toward the Court of Claims. For example,
although there is no dollar limit to the jurisdiction of either
the Tax Court or the district court, the average amount in-
volved in tax cases in the Court of Glaims has been substan-
tially greater than that involved in those cases in the other
courts. As of September 30, 1980, the amount in dispute in the
average tax case pending in the Court of Claims was $935,594,
as against $146,917 in the Tax Court and $185,279 in the dis-

trict courts. Annual Report of the Commissioner of Internal

Revenue for 1980, pp. 47-48. Earlier reports show similar fig-

ures.
I believe that over the years the Court of Claims has be-

come recognized as a Particularly suitable forum Ffor the trial
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of the larger, more complex and difficult tax cases. The large
number of tax cases that are filed each year in the Court of
Claims indicates that many taxpayers prefer to litigate their
cases in this court. We think it appropriate that we should
retain this jurisdiction. The theory underlying this legisla-
tion is that the new appellate court should handle all the ap-
pellate cases that the Court of Claims and the Court of Customs
and Patent Appeals now handle; previous proposals to route ap-~
peals from the tax decisions of the Claims Court to the various
courts of appeals were inconsistent with that objective.

If the Court of Appeals for the Federal Circuit does not
retain jurisdiction to review tax decisions of the Claims Court,
the judges of the new appellate court might not have sufficient
work to keep them fully occupied.

The Court of Claims consists of seven Article III judges.
The court has a Trial Division, consisting of 16 trial Judges
whom it appoints; the trials that those judges conduct are held
throughout the country. The court functionsg primarily as an
appellate tribunal, reviewing the decisions of its trial judges,
although it also decides so-called dispositive motions, such as
motions to dismiss or fnr summatry judgment. The establishment
of the proposed United Stares Claims Court to take the place of
the Triél Division would, we believe, provide a significant im-
provement in the functioning of the Court of Claims.

Since under chapter 91 of Title 28, only the "Court of
Claims" may ‘"render judgment," the trial judges' decisions,
conclusions of law and findings of fact, as 28 U.s.c. § 2503
Provides, are recommendations only. The trial judges cannot
enter a final judgment disposing of a case; only the court may
do that. As a result, all of the decisions of the trial judges
must be reviewed by the court. Many of the decisions of the
trial judges are appealed by the parties and must be reviewed
by the court on extensive substantive grounds. Indeed, even

where neither party excepts to the trial judge's decision,

o it
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still it is necessary for the prevailing party to carry the
case to the court and request the court to enter a judgment
effectuating that decision. The result is that the jﬁdges of
the court are burdened with the duty of reviewing many deci-
sions that they would not be required to review if the trial
judges' rulings were accorded finality in the absence of an
appeal.

Because only the court can finally decide a case, the
filing of a dispositive motion suspends the reference of a case
to a trial judge. See Rule 14(b)(2) of the Rules of the Court
of Claims. The filing of such a motion frequently suspends pro-
ceedings before the trial judge for a substantial period. If
the court denies the motion, the ultimate disposition of the
case will have been delayed while the motion was pending. Under
the bill, however, the judges of the Claims Court themselves
would decide all dispositive motions.

The inability of the trial judges to enter judgments prob-
ably also contributes to a lower rate of settlement of casesg in
the Trial Division than would otherwise exist if judgment could
be entered there.

The knowledge that their decisions always will be reviewed
by the court frequently leads the trial judges to write far more
extensive opinions and make far lengthier and more detailed
findings than may be necessary to the decision of the issues
they resolve. Since they cannot foretell what issues the court
will deem significant or the parties will raise on review, or
on what points the court may want to have findings of fact,
many trial judges feel impelled to cover every possible legal
issue and factual consideration in the case with a full discus-
sion and findings. The consequence is a substantially greater
burden upon the trial judges in preparing their opinions and
findings than they would have if they discussed only the issues
they decided. Another effect of this practice is that the

trial judges take substantially longer to render their decisions
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than would be necessary if their rulings were final. Both the
coutt and the bar are concerned over what many perceive to be
undue delays in the decision of cases by the trial judges and
undue prolixity in their opinions and findings. Many of these
problems could be avoided if the trial judges had authority to
render final decisions.

The active judges of the Court of Claims have, since its
original proposal, favored in principle the combination of the
two courts to form a single appellate tribunal with the expand-
ed patent jurisdiction the proposed legislation contemplates,
provided that the jurisdiction of the new combined court will
be sufficient to keep our judges fully occupied. On the assump-
tion that that is the case, we consider the basic objectives of
the proposed bill to offer an improvement in the frderal judi-
cial system. The new court would combine two appellate courts
with national jurisdiction into a single tribumal which, in our
view, would perform more effectively the functions that each
court now performs separately. A merger of the courts would
create a tribural with broader jurisdiction than each of the
existing courts has, and thus create a more ''generalist' court
than either of the existing courts. At the same time, no sub-
stantive increase in the number of courts or of judges will re-
sult from the proposal. The concentration of all patent appeals
in a single court would eliminate the existing uncertainties
aboﬁt the validity of particular patents and the delays in ob-
taining a binding judicial determination of validity.

In addition to the foregoing general comments, we have a
few suggested changes.

1. Section 169 of the proposed bill (pp. 38-39, lines
21-4), dealing with the effect of the Act upon pendiag cases,
could be clarified to eliminate ambiguities. The principal
problem stems from the fact that gnder Rule 14(b)(2) of the
Rules of the Court of Claims, the filing of a disbositive mo-

tion suspends the reference of a case to the trial judge. A
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case in which such a motion has been filed therefore no longer
may be pending before the trial judge. However, if the Court
of Claims has not acted on the motion on the effective date of
the Act, that motion should be decided by the Claims Court
rather than by the Court of Appeals for the Federal Circuit.
This ambiguity and another one noted below could be elim-

inated by changing section 169 to read as follows:

(a) Any case pending before the Court of Claims
on the effective date of this Act in which a report
on the merits has been filed by a commissioner, or in
which there is pending a request for review, and upon
which the court has not acted, shall be transferred
to the United States Court of Appeals for the Federal
Circuit.

(b) Any matter pending before the United States
Court of Customs and Patent Appeals shall be trans-
ferred to the United States Court of Appeals for the
Federal Circuit.

(¢) Any petition for rehearing, reconsidera-
tion, alteration, modification, or other change in
any decision of the United States Court of Claims or
the United States Court of Customs and Patent Appeals
rendered prior to the effective date of this Act that
has not been determined by either of those courts on
the effective date of this Act, or that is filed af-
ter that date, shall be determined by the United
States Court of Appeals for the Federal Circuit.

(d) Any matter pending before a commissioner
of the United States Court of Claims on the effec-
tive date of this Act, or any pending dispositive
motion that the United States Court of Claims has
not determined on that date, shall be transferred to
the United States Claims Court.

(e) Any case in which a notice of appeal has
been filed in a district.court of the United States
prior to the effective date of this Act shall be de-
cided by the court of appeals to which the appeal
was taken.

The change that suggested subparagraph (e) above makes in
the second sentence of section 169 of the bill, is designed to
eliminate any question relating to cases in which a notice of
appeal was filed in the district court prior to the effective
date of the Act but 'in which the appeal was not docketed in the

court of appeals prior to that date.

2. Section 128 of the proposed bill excepts from the

jurisdiction of the Court of Appeals for the Federal Circuit

¥
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certain cases in which the jurisdiction of the district court
was invoked under specified provisions of 28 U.S.C. § 1346
(p. 16, lines 13-24). Perhaps inadvertently, however, the ex-
ception does not include section 1346(f), which gives the dis-
trict courts exclusive jurisdiction over quiet title actions
under section 2409a relating to land in which the United States
claims an interest. The Court of Claims generally has not de-
cided title questions, and it seems inappropriate to give the

new appellate court jurisdiction over those cases.

This could be accomplished by eliminating the word '"or
on line 20 of page 16, adding the words "or 1346(f)" after
"1346(e)" on that line.

v 3. Section 122(e) of the proposed bill (p. 12, lines 7-9)
would amend 28 U.S.C. § 796 by transferring the authority the
Court of Claims now has to make reporting contracts to the
Director of the Administrative O0ffice of the United States
Courts. Unlike the district courts, the Court of Claims does
not employ salaried rveporters, but obtains reporting services
solely through contract. Since the reporting of Court of Claims

proceedings differs in some respects from the reporting of dis-

trict court proceedings, we suggest that the authority of the

Director to make rteporting contracts for the United States.

Claims Coutt should be subject to the approval of that court.
This could be done by inserting at the beginning of section 796
the words ''Subject to the approval of the United States Claims
Court." .

4. Section 140(j) of the proposed bill (p. 27, lines
3-6) amends sections 2511, 2512, 2513, 2514, and 2515(a) of
Title 28 to substitute "United States Claims Court" for "Court
of Claims." It makes no such substitution in section 2516(a),
which governs the award of intefest in judgments of the Court
of Claims. Such substitution is necessary. At the same time,
section 2516(b), which deals with interest on judgments of the

Court of Claims that the Supreme Court has affirmed, should be
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repealed, since under the bill the judgments of the Claims

8. Section 140 - ,
Court will be reviewed not by the Supreme Court, but by the (m) of the Proposed bill (p. 27, line 18)

should be amended to add at the end the wordsg "

Court of Appeals for the Federal Circuit. If section 2516(b) and striking out

(a). Since section 140(1) (lines 12-14) Tepeals sectionsg

is eliminated, the reference in 31 U.S.C. § 724a to interest
2520(b) and (c) of Title 28, there no longer will be a subsec-

4
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payable pursuant to section 2516(b) also should be eliminated.
. tion (a) of secti 20.
This could be accomplished by adding, at page 33, end of line ) ection 2520

25, the words: . There is attached a Statement of the Trial Judges of the

United States Court of Clai i
and striking out "in accordance with subsection aims reflecting a consensus among them

2516(b) of Title 28." on certain changes they suggest should be made in the bill.
5. On line 4 of page 1 of the proposed bill the words

""PART A" should be substituted Ffor "TITLE 1" to conform the

nomenclature with Parts B and C, which begin on pages 29 (line PREPARED STATEMENT OF TRIAL Junses oF U.S, CourT oOF CLAIMS

16) and 36 (line 23), respectively.
SUGGESTING CERTAIN CHANGES IN A PROPOSED BILL

6. There should be added to section 112 of the proposed APPROVED BY THE JUDICIAL CONFERENCE OF THE UNITED STATES
"TO ESTABLISH A
bill (p. 7-8, limes 20-3) a new subsection (c¢) reading as fol- UNITED STATES COURT OF APPEALS FOR THE FEDERAL CIRCUIT
TO ESTABLISH A UNITED STATES CLAIMS COURT, '
lows: ] AND FOR OTHER PURPOSES."Y

(c) Section 372(c)(17) of title 28, United States
Code, is amended by striking out "Court of Claims. the
Court of Customs and Patent Appeals, and the Customs
Court" and imserting in lieu thereof "Claims Court,
Court of International Trade, and the Court of Appeals No. 1. Section 105 of the bill (p. 5, lines 15-25.
for the Federal Circuit', 6 1 1-5) ’ !
p.- &, lines 1-5) provides a new 28 U.S.C. § 176 - R
This addition is designed to make the same change in the ¢ emoval from

office, which would confer removal iurisdiction
provision of the Judicial Councils Reform and Judicial Conduct £ a J ion on the new Court
of Appeals for the Federal Circuit. The trial jud i
and Disability Act of 1980, Pub. L. No. 96-458 (Oct. 15, 1980), ) Judges believe
this procedure is unwise, and recommend adoption of i~
governing the prescription of rules by the Court of Claims, the ption ol the provi
sion previously approved and reported by the Hou Judici
Court of Customs and Patent Appeals, and the Court of Interna- . Y se Judiciary

Committee in H.R. 3806, 96th Cong., 2d sess., as follows:

tional Trade (section 3) that section 112 of the proposed bill '

makes in sections 372(a) and (b) of Title 28.
| Delete lines 15 through 25 on 5 i

7. Section 116(a) of the proposed bill (p. 8, line 25) ° PSSy and Hnea

through 5 on page 6 and insert:

should be amended to delete the words '"455 and sections 457 & % -

i
through'" so that it will read '"sections 452 through 459 of f
% "§ 176. Removal from office
this". Section 456 of Title 28, which section 116(a) as now ;
| Judges of the United States Claj c
written would not cover, deals with travel expenses of justices i b o e
| e removed by the President, after oti
and judges, and it should be made applicable to the judges of ! e B
1 opportunity for public hearin , £ ineffici
the United States Claims Court. i : e,
neglect of duty, or malfeasance in office, but for

no other cause."
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No. 2. Section 105(a) of the bill amends 28 U.S.C.
§ 171 (p. 4, lines 11 and 12) to provide for the biennial desig-
nation of a chief judge by the Claims Court. The trial judges

would prefer such election be avoided, as follows:

Delete lines 11 and 12 on page 5 and insert:
"(h} The chief judge of the United States
Claims Court on the effective date of this Act
shall be the judge who is senior in appointmgnt
as a commissioner in the United States Court of
Claims and is under 70 years of age. Former
commissioners of the United States Court of
Claims are eligible to act as chief judge until
a judge has been appointed and qualified by the
President pursuant to section 171 (a) of title
28, United States Code, as amended by this Act,
and has served as a Claims Court judge for one
year. Thereafter vacancies in the position of
chief judge shall be filled in the manner pre-
scribed for district courts as provided in sec-
tion 136 (a) of title 28, United States Code, as

amended."

No. 3. Section 122(f) of the bill (p. 12, lines 10-12)
repeals section 797 of title 28, United States Code, which presently
authorizes the United States Court of Claims to recall retired com-
missioners whose experience or services are needed for the same
reaéons as senior judges of other courts and retired Tax Court
judges are recalled. Absent such a provision a Claims Court judge
who is required to retire on a particular date would be unable to
complete a trial or decide a tried and briefed case. In addition,
he would be required to abstain from trials long prior to reaching
retirement age for fear that he could not complete the decision in

time.

e .
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In the similar bill introduced in the House, the Court
of Appeals for the Federal Circuit Aét of 1981 (H.R. 2405), section
120(£) (1) contains a recall provision for judges of the United
States Claims Court by a revision of 28 U.5.C. § 797 to provide
for the designation of a retired Claims Court judge as a "senior

judge" and for the recall of such senior judges. The trial judges
of the Court of Claims support the House revision of section 797
with an amendment: subsection 797(b) of the House bill provides
that the recall of a retired senior judge of the Claims Court shall
be made by the chief judge of the United States Court of Appeals

for the Federal Circuit. The trial judges believe the recall more

appropriately should be made by the chief judge of the United
States Claims Court. The latter obviously will be better informed
about the needs of his own court than will the chief judge of the
appellate court. There is no need for supervision by another court
in such regard and it would detract from the independance of the
Claims Court in an unprecedented manner.
The proposed Senate Courts Consolidation Bill should be
amended as follows:
Delete subsection 122(f) on lines 10 through 12, on
Page 12 and insert:
(£) (1) Section 797 of title 28, United States Code,
is amended to read as follows:
"§ 797. Recall of retired judges
"(a) Any judge of the United States Claims
Court who has retired from regular active service
under the Civil Sexvice Retirement Act shall be
known and designated as a senior judge and may
perform duties as a judge when recalled pursuant
to subsection (b) of this section.
"(b) The chief judge of the United States
Claims Court, whenever he deems it advisable, may

recall any senior judge, with such senior judge's

81-714 O0—81——19
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consent, to perform such duties as a judge and for
such period of time as the chief judge may specify.
"(¢) Any senior judge performing duties pur-
suant to this section shall not be counted as a
judge for purposes of the number of judgeships

at.;horized by section 171 of this title.

"(d) Any senior judge, while performing
duties pursuant to thirs section, shall be paid
the same allowances for travel and other ex-
penses as a judge in active service. Such
senior judge shall also receive from the Claims
Court supplemental pay in an amount sufficient,
when added to his civil service retirement annuity,
to equal the salary of a judge in active service
for the same period or periods of time. Such
supplemental pay shall be paid in the same manner

as the salary of a judge."

. {(2) The item relating to section 797 in the sec-
tion analysis of chapter 51 of title 28, United States
Code, is amended by striking out "commissioners”" and
inserting in lieu thereof "judges".
No. 4. There is concern that the Courts Consolidation
Bill does not make specific provision for continued coverage for
civil service retirement and civil service life insurance and
health benefits programs. Such coverage could be accomplished as
follows:
Amend section 168(a) of the bill by the addition of
the following at line 2, page 38:
"During service as a judge of the United States
Claims Court pursuant to this section, commissioners
of the United States Court of Claims shall be deemed

to be officers of the judicial branch of the United
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States Government within the meaning of subsection III
(relating to civil service retirement) of chapter 83,

chapter 87 (relating to Federal employees' group life

insurance), and chapter 89 (relating to Federal em-
ployees' health benefits program) of title 5 of the
United States Code."

An alternative method to accomplish this result also

would be provided by the following amendments:

(a) Amend section 105(a) of the bill by adding,

after line 9, on page 6, a new section 178 in title

28, United States Code as follows:
"§ 178. Retirement and other programs

"A judge of the Claims Court shall be deemd to

be a judge of the United States for purposes of sec-

tion 2104 of title 5, United States Code. "

(b) Amend section 145 of the bill (p. 29, line 22
through p. 30, line 6) by redesignating it as sec-
tion 145(a) and insert a new subsection (b) after
line 6 on page 30 as follows:
(b) (1) Section 8331 of title 5, United States
Code, is amended --
(1) by striking out "and" at the end of
paragraph (21);
(2) by striking out the'period at the end
of paragraph (22) and inserting "; and"; and
(3) by adding at the end thereof the fol-
lowing new paragraph:
"(23) 'judge of the United States Claims
Court' means an individual appointed as a judyge
of the United States Claims Court under section
171 of title 28."
{b) (2) For the purpose of section 8331 of title

5, United States Code, as amended by this Act, an

et
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iadividual serving as a judge of the Claims Court

pursuant to section 304 (a) of this Zut shall be

deemed to have been appointed as a judge under sec-

tion 171 of title 28.

No. 5. Section 120 of the bill (p. 10) amends 28 U.S.C.
§ 610 - Definition of courts, and has the effect of conferring
authority f£r: budget estimates of the new Claims Court in the
Director of the Administrative Office, under the supervision of the
Juaicial Conference (28 U.S.C. § 608). The bill, however, does not
nrovide for the Claims Court to Be represented on the Judicial Con-
ference, with the result that Claims Court budgetary interests would
depend upon the representative of the Court of Appeals for the
Federal Circuit. The new Court of Appeals for the Federal Circuit,

on the other hand, in section 119 of the bill (p. 10) contruls its

own budget. Either the Claims Court (a) should be represented on the

Judicial Conference, or (b) it should retain control of its own
budget. These alternatives may be accomplished as follows:
(a) Delete lines 12 through 18 on page 7 of the
bill and insert:
"Sec. 111. Section 331 of title 28, United States
Code, is amended --
(1) in the first paragraph, by striking out,
", the Chief Judge of the Court of Claims, the Chief
Judge of the Court of Customs and Patent Appeals,";
and substituting therefore "the Chief Judge of the
Claims Court;" and
(2) in the third paragraph by striking out
from the second sentence "Chief Judge of the Court of
Claims or Chief Judge of the Court of Customs and
Patent Appeals; and the words "an associate," and sub-

stituting therefore, "Chief Judge of the Claims Court"

and the word "another" respectively.

cr, in the alternative

e
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(b) . Amend section 119 of the bill (p. 10, lines 3
through 7) to provide for approval of budget esti-

mates by the new Claims Court in 28 U.S.C. § 605:
Delete lines 3 through 7 on page 10 and insert:

Sec. 119. Section 605 of title 28, United
States Code, is amended by inserting immediately
before the period at the end of the second un-
designated paragraph the following: ", the
estimate with respect to the United States Court
of Appeals for the Federal Circuit shall be ap-
proved by such court, and the estimate with
respect to the United States Claims Court shall

be approved by such court". g

No. 6. The status of the new Claims Court would be
upgraded and its attraction as a judicial appoiniment would be
improved by an amendment that would provide better compensation
to Presidential appointees. To accomplish this, section 168 (c)
of the bill (p. 38, lines 9 through 13) should be amended, as
follows:

Delete lines 9 through 13 or page 38 and insert:

(c) Notwithstanding section 172(b) of title 28,

United States Code, as amended by this Act, until
such time as a change in the salary rate of a judge of
the United States Claims Court occurs in accordance
with such section 172(b), the salary of a person who
becomes a judge under subsection (a) of this section
shall be equal to the salary of a commissioner of

the Court of Claims. Each judge of the United States

Claims Court appointed by the President pursuant to

section 171 (a) of 28, United States Code, as amended

by this Act, shall receive a salary at the same .an-
nual rate as judges of district courts of the United

States, as determined under section 225 of the Federal

v ey
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Salary Act of 1967 (2 U.S.C. §§ 351-61), as adjusted

by section 461 of title 28, United States Code.

No. 7. The Judicial Councils Reform and Judicial Conduct
and Disability Act of 1980 (Pub. L. NoO. No. 96-458, Oct. 15, 1980)
amended 28 U.S.C. § 332 (Judicial Councils) and 28 U.S.C. § 372 (Re-
tirement for Disability; substitute judge on failure to retire) to
provide for representation of district judges in proceedings’ that
relate to "conduct prejudicial to the effective and expeditious ad-
ministration of the business of the courts" or allegations of in-
ability "to discharge all the duties of office by reason of mental
or physical disability." Section 3 of Pub. L. No. 96-458 amends
28 U.S.C. § 372 to add a new subparagraph (c) (17) that directs the

Court of Claims, the Court of Customs and Patent Appeals, and the

Customs Court to prescribe rules consistent with the new procedures.

The proposed Courts Consolidation Bill should amend 28 U.S.C. §
372(c) (17) to substitute the new Court of Appeals for the Federal
Circuit and the new Claims Court, and to allow representation by
the new Claims Court in section 373(c) proceedings.
Section 112 of the bill, page 8, after 1ine 3 add the
following new subsection:
(c) 3Section 372(c) (17) of title 28, United States
Code, is amended by striking out "Court of Claims, the
Court of customs and Patent Appeals, and the Customs
Court" and inserting in lieu thereof *Claims Court,
Court of International Trade, and the Court of Appeals
for the Federal Circuit”, and to add the following sen-
tence. at the end of said subsection 372(c) (17): "In
any proceeding pursuant to section 372(c) of title 28,
United States Code, as amended, that involves a judge
of the Claims Court, the chief judge of the Court of
Appeals for the Federal Circuit shall appoint equal
numbers of circuit and Claims Court judges to any

special committee created under paragraph (4) of sub-

section (c), section 372, of title 28, United States
Code, as amended, and such Claims Court judges shall
participate in the subsection (c¢) proceedings in the

manner authorized for district court judges."

=)
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Senator HerLIN. This will conclude this hearing on this bill. I
want to announce that due to Chairman Dole’s inability to return
at this time that the hearing on Senate bill 839 will be rescheduled
to commence at 3 p.m. today in this room.

We will take a brief recess. In the meantime, if the panel on the
State Justice Institute Act will come forward, we will have hear-
ings on that bill, which is S. 537.

[A brief recess was taken.]

AFTERNOON SESSION

OPENING STATEMENT OF SENATOR HOWELL HEFLIN

Senator HErFLIN, We will now begin today’s hearing to examine
S. 537, the State Justice Institute Act of 1981. Essentially, this bill
would establish a nonprofit national institute to provide technical
and financial assistance to State courts. The need for such an
institute was well established during extensive hearings held on
this legislation in the 96th Congress. I would like to introduce into
the record a copy of the State Justice Institute Act report from last
Congress.

State courts share with the Federal courts the awesome responsi-
bility of enforcing the rights and duties of the Constitution and
laws of the United States. However, in recent years the workload
of our State courts has significantly increased due to a number of
factors, including decisions of the U.S. Supreme Court, wide-reach-
ing social legislation by Congress and diversion of cases from the
Federal courts. It has been determined that State courts decide
approximately 95 percent of all suits tried.

It is, therefore, appropriate and necessary that the Federal Gov-
ernment provide financial and technical assistance to State courts
to help alleviate many of the administrative problems which these
actions at the Federal level have caused. This legislation would
help insure that our State courts remain strong and effective.

Last Congress the Senate Judiciary Committee favorably report-
ed out the State Justice Institute Act after adopting two important
amendments proposed by Senator Strom Thurmond. On July 21,
1981, the Senate passed the bill without dissent.

In the House of Representatives, Congressman Robert W. Kas-
tenmeier introduced the State Justice Institute Act, which was
unanimously approved by the House Subcommittee on Courts, Civil
Liberties, and the Administration of Justice.

Today, we continue our examination of the need and feasibility
of assistance to State courts in the form of a State Justice Institute.
We are fortunate to hear today from Judge Lawrence H. Cooke,
chief judge, State of New York, chairman, Committee on Federal
State Regulations of the Conference of Chief Justices; Justice
Robert F. Utter, former chief justice of the Supreme Court of
Washington, chairman of the task force of the State Justice Insti-
tute Act of the Conference of Chief Justices; and William H.
Adkins II, State administrator for the courts of Maryland, chair-
man of the National Conference of State Court Administrators.

[A copy of S. 537 and the report referred to above by Senator
Heflin follow:]

Boasaciaom
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9718 CONGRESS
18T SESSION o

To aid State and local governments in strengthening and imprm_dng their judicial
systems through the creation of a State Justice Institute.

IN THE SENATE OF THE UNITED STATES

FEBRUARY 24 (legislative day, FEBRUARY 16), 1981

Mr. HEFLIN introduced the following bill; which was read twice and referred to
the Committee on the Judiciary

A BILL

To aid State and local governments in strengthening and im-
proving their judicial systems through the creation of a

State Justice Institute.
1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in OQngress assembled,
3 That this Act may be cited as the “State Justice Institute
4 Act of 1981”,

5 DEFINITIONS
6 SEC. 2. As used in this Act, the term—
7 (1) “Institute” means the State Justice Institute;
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2

(2) “Board” means .the Board of Directors of the
Institute;

(3) “Director” means the Executive Director of
the Institute;

(4) “Governor” means the Chief Executive Offi-
cer of a State;

(5) “recipient” means any grantee, contractor, or
recipient of financial assistance under this Act;

(6) “State” means any State of the United States,
the District of Columbia, the Commonwealth of Puerto
Rico, the Virgin Islands, Guam, American Samoa, the
Northern Mariana Islands, the Trust Territory of the
Pacific Islands, and any other territory or possession of
the United States; and

(7) “Supreme Court” means the highest appellate
court within a State unless, for the purposes of this
Act, a constitutionally or legislatively established judi-
cial council acts in place of that court.

ESTABLISHMENT OF INSTITUTE; DUTIES
SEC. 3. (a) There is established 1, private nonprofit cor-

poration which shall be known as the State J ustice Institute.
The purpose of the Institute shall be to further the develop-
ment and adoption of improved judicial administration in
State courts in the United States. The Institute may be in-

corporated in the District of Columbis or in any other State.

ons acp o
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3

1 To the extent consistent with the provisions of this Act, the

9 Tnstitute shall excercise the powers conferred upon a non-

3 profit corporation by the laws of the State in which it is

4 incorporated.

5
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(b) The Institute shall—

(1) direct a national program of assistance de-
signed to assure each person ready access to a fair and
effective system of justice by providing funds to—

(A) State courts;

(B) national organizations which support and
are supported by State courts; and

(C) any other nonprofit organization that will
support and achieve the purposes of this Act;

(2) foster coordination and cooperation with the
Federal judiciary in areas of mutual concern;

(3) make recommendations concerning the proper
allocation of responsibility between the State and Fed-
eral court systems;

(4) promote recognition of the importance of the
separation of powers doctrine to an independent judici-
ary; and

(5) encourage education for judges and support
personnel of State court systems through national and

State organizations, including universities.
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(¢) The Institute shall not duplicate functions adequately
performed by existing nonprofit organizations and shall pro-
mote, on the part of agencies of State judicial administration,
responsibility for success and effectiveness of State court im-
provement programs supported by Federal funding.

(d) The Institute shall maintain its principal offices in
the State in which it is incorporated and shall maintain there-
in a designated agent to accept service of process for the
Institute. Notice to or service upon the agent shall be
deemed notice to or service upon the Institute.

(¢) The Institute, and any program assisted by the Insti-
tute, shall be eligible to be treated as an organization de-
scribed in section 170(e)(2)(B) of the Internal Revenue Code
of 1954 and as an organization described in section 501(c)(8)
of the Internal Revenue Code of 1954 which is exempt from
taxation under section 501(a) of such Code. If such treat-

ments are conferred in accordance with the provisions of such

.Code, the Institute, and programs assisted by the Institute,

shall be subject to all provisions of such Code relevant to the
conduct of organizations exempt from taxation.

(f) The Institute shall afford notice and reasonable op-
portunity for comment to interested parties prior to issuing
rules, regulations, guidelines, and instructions under this Aect,

and it shall publish in the Federal Register, at least thirty
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5
days prior to their effective date, all rules, regulations, guide-
lines, and instructions.
BOARD OF DIRECTORS
Sec. 4. (a)(1) The Institute shall be supervised by a
Board of Directors, consisting of eleven voting members to
be appointed by the President, by and with the advice and
consent of the Senate. The Board shall have both judicial and
nonjudicial members, and shall, to the extent practicable,
have a membership representing a variety of backgrounds
and reflecting participation and interest in the administration
of justice.

(2) The Board shall consist of—

(A) six judges, to be appointed in the manner pro-

vided in paragraph (3);

(B) one State court administrator, to be appointed
in the manner provided in paragraph (3); and

(C) four public members, no more than two of
whom shall be of the same political party, to be ap-

pointed in the manner provided in paragraph (4).

(3) The President shall appoint six judges and one State
court administrator from a list of candidates submitted by the
Conference of Chief Justices. The Conference of Ohigf Jus-
tices shall submit a list of at least fourteen individuals, in-
cluding judges and State court administrators, whom the con-

ference considers best qualified to serve on the Board. Prior
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6
to consulting with or submitting a list to the President, the
Conference of Chief Justices shall obtain and consider the
recommendations of all interested organizations and individ-
uals concerned with the administration of justice and the ob-
jectives of this Act. |

(4) In addition to those members appointed under para-
graph (3), the President shall appoint four members from the
public sector to serve on the Board.

(5) The President shall appoint the members under this
subsection within sixty days from the date of enactment of
this Act.

(6) The members of the Board of Directors shall be the
incorporators of the Institute and shall determine the State in
which the Institute is to be incorporated.

(b)(1) Except as provided in paragraph (2), the term of
each voting member of the Board shall be three years. Each
member of the Board shall continue to serve until the succes-
sor to such member has been appointed and qualified.

(2) Five of the members first appointed by the President
shall serve for a term of two years. Any member appointed to
serve for an unexpired term arising by virtue of the death,
disability, retirement, or resignation of a member sha]l be

appointed only for such unexpired term, but shall he eligible

for reappointment.

B
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(8) The term.of initial members shall commence from
the date of the first meeting of the Board, and the term of
each member other than an initial member shall commence
from the date of termination of the preceding term.

(c) No member shall be reappointed to more than two
consecutive terms immediately following such member’s ini-
tial term.

(d) Members of the Board shall serve without compensa-
tion, but shall be reimbursed for actual and necessary ex-
penses incurred in the performance of their official duties.

() The members of the Board shall not, by reason of
such membership, be considered officers or employees of the
United States.

(f) Bach member of the Board shall be entitled to one
vote. A simple majority of the membership shall constitute a
quorum for the conduct of business. The Board shall act upon
the concurrence of a simple majority of the membership pres-
ent and voting. |

(g) The Board shall select from among the voting mem-
bers of the Board a chairman, the first of whom shall serve
for a term of three years. Thereafter, the Board shall annual-
ly elect a chairman from among its voting members.

(h) A member of the Board may be removed by a vote of

seven members for malfeasance in office, persistent neglect
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of, or inability to discharge duties, or for any offense involv-
ing moral turpitude, but for no other cause.

() Regular meetings of the Board shall be held quarter-
ly. Special meetings shall be held from time to time upon the
cell of the chairman, acting at his own discretion or pursuant
to the petition of any seven members.

() All meetings of the Board, any executive committee
of the Board, and any council established in connection with
this Act, shall be open and subject to the requirements and
provisions of section 552b of title 5, United States Code,
relating to open meetings.

(k) In its direction and supervision of the activities of the
Institute, the Board shall—

(1) establish such policies and develop such pro-
grams for the Institute as will further achievement of
its purpose and performance of its functions;

(2) establish policy and funding priorities and issue
rules, regulations, guidelines, and instruetions pursuant
to such priorities;

(3) appoint and fix the duties of the Executive Di-
rector of the Institute, who shall serve at the pleasure
of the Board and shall be g nonvoting ex officio
member of the Board;

(4) present to other Grovernment departments,

agencies, and instrumentalities whose programs or ac-
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tivities relate to the administration of justice in the

State judicia~ies of the United States, the recommenda-

tions of the Institute for the improvement of such pro-

grams or activities;

(5) consider and recommend to both public and
private agencies aspects of the operation of the State
courts of the United States considered worthy of spe-
cial study; and

(6) award grants and enter into cooperative agree-
ments or contracts pursuant to section 7(a).

OFFICERS AND EMPLOYEES

SEC. 5. (2)(1) The Director, subject to general policies
established by the Board, shall supervise the activities of per-
sons employed by the Institute and may appoint and remove
such employees as he determines necessary to carry out the
purposes of the Institute. The Director shall be responsible
for the executive and administrative operations of the Insti-
tute, and shall perform such duties as are delegated to suéh
Dir;actor by the Board and the Institute.

(2) No political test or political qualification shall be
used in selecting, appointing, promoting, or taking any other
personnel action with respect to any officer, agent, or em-
ployee of the Institute, or in selecting or monitoring any
grantee, contractor, person, or entity receiving financial as-

sistance under this Act.
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(b) Officers and employees of the Institute shall be com-

pensated at rates determined by the Board, but not in excess
of the rate of level V of the Executive Schedule specified in
section 5316 of title 5, United States Code.

(c)(1) Except as otherwise specifically provided in this
Act, the Institute shall not be considered a department,
agency, or instrumentality of the Federal Government.

(2) This Act does not limit the authority of the Office of
Management and Budget to review and submit comments
upon the Institute’s annual budget request at the time it is
transmitted to the Congress. |

(d)(1) Except as provided in paragraph (2), officers and
eraployees of the Institute shall not be considered officers or
employees of the United States.

(2) Officers and employees of the Institute shall be con-
sidered officers and employees of the United States solely for
the purposes of the following provisions of title 5, United
States Code: Subchapter I of chapter 81 (relating to compen-
sation for work injuries); chapter 83 (relating to civil service
retirementj; chapter 87 (relating to life insurance); and chap-
ter 89 (relating to health insurance). The Institute shall make
contributions under the provisions referred to in this subsec-
tion at the same rates applicable to agencies of the Federal

Government.

81-714 0—81—-—20
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(e) The Institute and its officers and employees shall be
subject to the provisions of section 552 of title 5, United
States Code, relating to freedom of information.

GRANTS AND CONTRACTS

SEc. 6. (a) The Institute is authorized to award grants
and enter into cooperative agreements or contracts, in a
manner consistent with subsection (b), in order to—

(1) conduct research, demonstrations, or special
projects pertaining to the purposes described m this
Act, and provide technical assistance and training in
support of tests, demonstrations, and special projects;

(2) serve as a clearinghouse and information
center, where not otherwise adequately provided, for
the preparation, publication, and dissemination of infor-
mation regarding State judicial systems;

(3) participate in joint projects with other agen-
cies, including the Federal Judicial Center, with re-
spect to the purposes of this Act;

(4) evaluate, when appropriate, the programs and
projects carried out under this Act to determine their
impact upon the quality of criminal, civil, and juvenile
justice and the extent to which they have met or failed
to meet the purposes and policies of this Act;

(5) encourage and assist in the furtherance of judi-

cial education;
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(6) encourage, assist, and serve in a consulting
capacity to State and local justice system agencies in
the development, maintenance, and coordination of
criminal, civil, and juvenile justice programs and serv-
ices; and - .

(7) be resﬁonsible for the certification of national
programs that are intended to aid and improve State
judicial systems.

(b) The Institute is empowered to award grants and

10 enter into cooperative agreements of contracts as follows:

11
12
13
14
15
16
17
18
19
20
21
22
23
24

(1) The Institute shall give priority to grants, co-
operative agreements, or contracts with—
) (A) State and local courts and their agencies,
(B) national nonprofit organizations con-
trolled by, operating in conjunction with, and
serving the judicial branches of State govern-
ments; and
(C) national nonprofit organizations for the
education and training of judges and support per-
sonnel of the judicial branch of State govern-
ments.
(2) The Institute may, if the objective can better

be served thereby, award grants or enter into coopera-

tive agreements or contracts with—

Bl el
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(A) other nonprofit organizations with exper-
tise in judicial administration;

(B) institutions of higher education;

(O) individuals, partnerships, firms, or corpo-

rations; and

(D) private agencies with expertise in judicial

administration.

(3) Upon application by an appropriate Federal,
State, or local agency or institution and if the arrange-
ments to be made by such agency or institution will
provide services which could not be provided adequate-
ly through nongovernmental arrangements, the Insti-
tuté may award a grant or enter into a cooperative
agreement or contract with a unit of Federal, State, or
local government other than a court.

(4) Each application for funding by a State or
local court shall be approved by the State’s supreme
court, or its designated agency or council, which shall
receive, administer, and be accouﬁtable for all funds
awarded by the Institute to such courts.

(c) Funds available pursuant to grants, cooperative

agreements, or contracts awarded under this section may be

used—

(1) to assist State and local court systems in es-

tablishing appropriate procedures for the selection and
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removal of judges and other court personnel and in de-
termining appropriate levels of compensation;

(2) to support education and training programs for
judges and other court personnel, for the performance
of their general duties and for specialized functions,
and to support national and regional conferences and
seminars for the dissemination of information on new
developments and innovative techniques;

(8) to conduct research on alternative means for
using nonjudicial personnel in court decisionmaking ac-
tivities, to implement demonstration programs to test
innovative approaches, and to conduct evaluations of
their effectiveness;

(4) to assist State and local courts in meeting re-
quireménts of Federal law applicable to recipients of
Federal funds;

(5) to support studies of the appropriateness and
efficacy of court organizations and financing structures
in particular States, and to enable States to implement
plans for improved court organization and financé;

(6) to support State court planning and budgeting
staffs and to provide technical assistance in rescurce
allocation and service forecasting techniques;

(7) to support studies of the adequacy of court

management systems in State and local courts and to
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implement and evaluate innovative responses to prob-
lems of record management, data processing, court
personnel management, reporting and transeription of
court proceedings, and juror utilization and manage-
ment;

(8) to collect and compile statistical data and
other information on the work of the courts and on the
work of other agencies which relate to and effect the
work of courts;

(9) to conduct studies of the causes of trial and
appellate court delay in resolving cases, and to estab-
lish and evaluate experimental programs for reducing
case processing time;

(10) to develop and test methods for measuring
the perfofmance of judges and courts and to conduct
experiments in the use of such measures to improve
their functioning;

(11) to support studies of court rules and proge-
dures, discovery devices, and evidentiary standards, to
identify problems with their operation, to devise alter-
native approaches to better reconcile the requirements
of due process with the needs for swift and certain jus-
tice, and to test their utility;

(12) to support studies of the outcomes of cases in

selected subject matter areas to identify instances in
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which the substance of justice meted out by the courts

diverges from public expectations of fairness, consist-

ency, or equity, to propose alternative approaches to
the resolving of cases in problem areas, and to test and
evaluate those alternatives;

(13) to support prog:rams to increase court respon-
siveness to the needs of citizens through citizen educa-
tion, improvement of court treatment of witnesses, vic-
tims, and jurors, and development of procedures for ob-
taining and using measures of public satisfaction with
court processes to improve court performar}ce;

(14) to test and evaluate experimental approaches
to providing increased citizen access to justice, includ-
ing processes which reduce the cost of litigating
common grievances and alternative techniques and
mechanisms for resolving disputes between citizens;
and

(15) to carry out such other programs, consistent
with the purposes of this Act, as may be deemed ap-
propriate by the Institute.

(d) The Institute shall incorporate in any grant, cooper-
ative agreement, or contract awarded under this section in
which a State or local judicial system is the recipient, the
requirement that the recipient provide a match, from private

or public sources, equal to 25 per centum of the total cost of

e
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such grant, cooperative agreement, or contract, except that
such requirement may be waived in exceptionally rare cir-
cumstances upon the approval of the chief justice of the
highest court of the State and a majority of the Board of
Directors.

(e) The Institute shall monitor and evaluate, or provide
for independent evaluations of, programs supported in whole
or in part under this Act to insure that the provisions of this
Act. the bylaws of the Institute, and the applicable rules,
regulations, and guidelines promulgated pursuant to this Act,
are carried out.

() The Institute shall provide for an independent study
of the financial and technical assistance programs under this
Act. |

LIMITATIONS ON GRANTS AND CONTBACTS

Sec. 7. (a) With respect to grants or contracts made
under this Act, the Institute shall—

(1) ”insure that no funds made available to recipi-
ents by the Institute shall be used at any time, directly
or indirectly, to influence the issuance, amendment, or
revocation of any Executive order or similar promulga-
tion by any Federal, State, or local agency, or to un-
dertake to influence the passage or defeat of any legis-
lation by the Congress of the United States, or by any

State or local legislative body, or any State proposal
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by initiative petition, unless a governmental agency,
legislative body, a committee, or a member thereof—
(A) requests personnel of the recipients to
testify, draft, or review measures or to make rep-
resentations to such agency, body, committee, or
member; or
(B) is considering a measure directly affect-
ing the activities under this Act of the recipient or
the Institute;

(2) insure all personnel engaged in grant or con-
tract assistance activities supported in whole or part by
the Institute refrain, while so engaged, from any parti-
san political activity; and

(8) insure that every grantee, contractor, person,
or entity receiving financial assistance under this Act
which files with the Institute a timely application for
refunding is provided interim funding necessary to
maintain its current level of activities until—

(A) the application for refunding has been
approved and funds pursuant thereto received; or
(B) the application for refunding has been fi-
nally denied in accordance with section 406 of
this Act.
(b) No funds made available by the Institute under this

25 Act, either by grant or contract, may be used to support or
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conduct training programs for the purpose of advocating par-
ticular nonjudicial public policies or encouraging nonjudicial
political activities.

(c) The authorization to enter into contracts or any
other obligation under this Act shall be effective for fiscal
year 1981 and any succeeding fiscal year only to the exent,
and in such amounts, as are provided in advance in appropri-
ation Acts.

(d) To insure that funds made available under this Act
are used to supplement and improve the operation of State
courts, rather than to support basic court services, funds shall
not be used—

(1) to supplant State or local funds currently sup-

porting a program or activity; or .

(2) to construct court facilities or structures,
except to remodel existing facilities to demonstrate
new architectural or technological techniques, or to
provide temporary facilities for new personnel or for
personnel involved in a demonstration or experimental
program.

RESTRICTIONS ON ACTIVITIES OF THE INSTITUTE
SEC. 8. (a) The Institute shall not—

(1) participate in litigation unless the Institute or

a recipient of the Institute is a party, and shall not

participate on behalf of any client other than itself;
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(2) interfere with the independent nature of any
State judicial system nor allow sums to be used for the
funding of regular judicial and administrative activities
of any State judicial system other than pursuant to the
terms of any grant, cooperative agreement, or contract
with the Institute, consistent with the requirements of
this Act; or
(3) undertake to inﬂuenéze the passage or defeat of
any legislation by the Congress of the United States or
by any State or local legislative body, except that per-
sonnel of the Institute may testify or make other ap-
propriate communication—
(A) When formally requested to do so by a
legislative body, committee, or a member thereof;
(B) in connection with legislation or appro-
priations directly affecting the activities of the In-
stitute; or
(C) in connection with legislation or appro-
priations dealing with improvements in the State
Judiciary, consistent with the provisions of this
Act. ‘
(b)(1) The Institute shall have no power to issue any
shares of stock, or to declare or pay any dividends.

(2) No part of the income or assets of the Institute shall

25 inure to the benefit of any director, officer, or employee,
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except as reasonable compensation for services or reimburse-
ment for expenses.

(3) Neither the Institute nor any recipient shall contrib-
ute or make available Institute funds or program personnel or
equipment to any political party or association, or the cam-
paign of any candidate for public or party office.

(4) The Institute shall not contribute or make available
Institute funds or program pers;)nnel or equipment for use in
advocating or opposing any ballot measure, initiative, or ref-
erendum, except those dealing with improvement of the State
judiciary, consistent with the purposes of this Act,.

(c) Officers and employees of the Institute or of recipi-
ents shall not at any time intentionally identify the Institute
or the recipient with any partisan or nonpartisan political ac-
tivity associated with a political party or association, or the
campaign of any candidate for public or party office.

SPECIAL PROCEDURES

SEc. 9. The Institute shal prescribe procedures to
msure that—

(1) financial assistance under this Act shall not be
suspended unless the grantee, contractor, person, or
entity receiving financial assistance under this Act has
been given reasonable notice and opportunity to show

cause why such actions should not be taken; and
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(2) financial assistance under this Act shall not be
terminated, an application for refunding shall not be
denied, and a suspension of financial assistance shall
not be continued for longer than thirty days, unless the
grantee, contractor, person, or entity receiving finan-
cial assistance under this Act has been afforded reason-
able notice and opportunity for a timely, full, and fair
hearing, and, when requested, such hearing shall be
conducted by an independent hearing examiner. Such
hearing shall be held prior to any final decision by the
Institute to terminate financial assistance or suspend or
deny funding. Hearing examiners shall be appointed by
the Institute in accordance with procedures established
in regulations promulgated by the Institute.

PRESIDENTIAL COORDINATION

SEC. 10. The President may, to the extent not incon-
sistent with any other applicable law, direct that appropriate
support functions of the Federal Government may be made
available to the Institute in carrying out its functions under
this Act.

RECORDS AND REPCRTS

SEC. 11. (a) The Institute is authorized to require such
reports as it deems necessary from any grantee, contractor,
person, or entity receiving financial assistance under this Act

regarding activities carried out pursuant to this Act.
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(b) The Institute is authorized to prescribe the keeping

of records with respect to funds provided by grant or contract
and shall have access to such records at all reasonable times
for the purpose of insuring compliance with the grant or con-
tract or the terms and conditions upon which financial assist-
ance was provided.

(c) Copies of all reports pertinent to the evaluation, in-
spection, or monitoring of any grantee, contractor, person, or
entity receiving financial assistance under this Act shall be
submitted on a timely basis to such grantee, contractor, or
person or entity, and shall be maintained in the principal
office of the Institute for a period of at least five years after
such evaluation, inspection, or monitoring. Such reports shall
be available for public inspection during regular business
hours, and copies shall be furnished, upon request, to inter-
ested parties upon payment of such reasonable fees as the
Institute may establish.

(d) Non-Federal funds received by the Institute, and
funds received for projects funded in part by the Institute or
by any recipient from a source other than the Institute, shall
be accounted for and reported as receipts and dishursements
separate and distinct from Federal funds.

AUDITS
Sec. 12. (a)(1) The accounts of the Institute shall be

audited annually. Such audits shall be conducted in accord-
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ance with generally accepted auditing standards by independ-
ent certified public accountants who are certified by a regula-
tory authority of the jurisdiction in which the audit is under-
taken.

(2) The audits shall be conducted at the place or piaces
where the accounts of the Institute are normally kept. All
books, accounts, financial records, reports, files, and other
papers or property belonging to or in use by the Institute and
necessary to facilitate the audits shall be made available to
the person or persons conducting the audits. The full facilities
for verifying transactions with the balances dand securities
held by depositories, fiscal agents, and custodians shall be
afforded to any such person.

(3) The report of the annual audit shall be filed with the
General Accounting Office and shall be available for public
inspection during business hours at the principal office of the
Institute.

(b)(1) In addition to the annual audit, the financial trans-
actions of the Institute for any fiscal year during which Fed-
eral funds are available to finance any portion of its oper-
ations mziy be audited by the Gteneral Accounting Office in
accordance with such rules and regulations as may be pre-
scribed by the Comptroller General of the United States.

(2) Any such audit shall be conducted at the place or

places where accounts of the Institute are normally kept. The
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representatives of the General Accounting Office shall have
access to all books, accounts, financial records, reports, files,
and other papers or property belonging to or in use by the
Institute and necessary to facilitate the audit. The full facili-
ties for verifying transactions with the balances and securities
held by depositories, fiscal agents, and custodians shall be
afforded to such representatives. All such books, accounts,
financial records, reports, files, and other papers or property
of the Institute shall remain in the possession and custody of
the Inmstitute throughout the period beginning on the date
such possession or custody commences and ending three
years after such date, but the Geeneral Accounting Office may
require the retention of such books, accounts, financial rec-
ords, reports, files, and other papers or property for a longer
period under section 117(b) of the Accounting and Auditing
Act of 1950 (831 U.8.C. 67(b)).

(3) A report of such audit shall be made by the Comp-
troller Greneral to the Congress and to the Attorney General,
together with such recommendations with respect thereto as
the Comptroller General deems advisable. |

(e)(1) The Institute shall conduct, or require each
grantee, contractor, person, or entity receiving financial as-
sistance under this Act to provide for, an annual fiscal audit.
The report of each such audit shall be maintained for a period

of at least five years at the principal office of the Institute.
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(2) The Institute shall submit to the Comptroller Gen-
eral of the United States copies of such reports, and the
Comptroller General may, in addition, inspect the books, ac-
counts, financial records, files, and other papers or property
belonging to or in use by such grantee, contractor, person, or
entity, which relate to the disposition or use of funds received
from the Instii..e. Such audit reports shall be available for
public inspection during regular business hours, at the princi-
pal office of the Institute.
AUTHORIZATIONS
Sec. 13. There are authorized to be appropriated
$20,000,000 for fiscal year 1982, $30,000,000 for fiscal year
1983, and $40,000,000 for fiscal year 1984.
EFFECTIVE DATE
SEc. 14. The provisions of this Act shall take effect on
October 1, 1981. |
@)
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THE STATE JUSTICE INSTITUTE ACT OF 1980

JuLy 1 (legislative day, June 12), 1980.—Ordered to be printed

Mr. Herrin, from the Committee on the Judiciary,
submitted the following '

REPORT
together with

ADDITIONAL VIEWS

[To accompany S. 2387]

The Committee on the Judiciary, to which was referred the bill
(S. 2387) to aid State and local governments in strengthening and
improving their judicial systems through the creation of a State
Justice Institute, having considered the same, reports favorably
thereon with amendments and recommends that the bill as amended
do pass. :

State Justice InstiTuTE Aot or 1980, S. 2387

I. PURPOSE

State Courts share with federal courts the awesome responsibility
for enforcing the rights and duties of the Constitution and laws of
the United States. Our expectations of state courts, and the burdens
we have placed upon them, have increased significantly in recent
years. Decisions of the United States Supreme Court, the enactment
of wide-reaching legislation by the Congress, and the diversion of
cases from the federal courts, for example, have all taken their toll
on state courts dockets and the workload of state judges and courts
personnel. :

1 Statement of Senator Howell Heflin, hearings held before the Subcommittee on Juris-
prudence and Governmental Relations, Senate Judiclary Committee, Oct. 18, 1979, p. 2.

SR 4

317

2

Today, state courts handle over ninety-six percent of all the cases
tried in the United States.? It is therefore quite apparent that the
quality of justice in the United States is largely determined by the
quality of justice in our state courts.

Moreover, there have been major changes in the mission of courts
and judges, both in the state and federal systems, over the last few
decades. For instance, earlier in this century there was much argu-
ment as to whether judges’ functions included an obligation to see
that cases in their courts moved toward disposition in a regular and
efficient manner. Today, however, problems of administration have
taken their place alongside problems of adjudication as legitimate
responsibilities of judges. Nearly everyone has come to acknowledge
that judges have a duty to insure that their cases do not simply
languish on the docket, but instead are moved to a conclusion with
as much dispatch and economy of time and effort as practicable.?

We do not look with disfavor on the occurrence of any of these
events, nor do our state courts shirk from the discharge of their
constitutional duties. But it is appropriate for the federal govern-
ment to provide financial and technical assistance to state courts to
insure that they remain strong and effective in a time when their
workloads are increasing as a result of federal policies and decisions.

As the late Tom Clark, Associate Justice of the Supreme Court,
once wrote, “Courts sit to determine cases on stormy as well as calm
days. We must therefore build them on solid ground, for if the
judicial powers fails, government is at an end.” *

If we are to build our state courts on “solid ground,” if we are to have
state courts which are accessible, efficient, and just, we must have the
following : structures, facilities, and procedures to provide and main-
tain qualified judges and other court personnel ; educational and train-
ing programs for judges and other court personnel ; sound management
systems; better mechanisms for planning, budgeting and accounting;
sound procedures for managing and monitoring caseloads; improved
programs for increasing access to justice; programs to increase citizen
involvement and guaranteed greater judicial accountability.

S. 2387 would be a major step toward the achievement of these goals.
It creates a State Justice Institute to aid state and local governments in
strengthening and improving their judicial systems. Such an institute—
consistent with the doctrines of federalism and separation of powers
that are essential to an independent judiciary—could assure strong and
effective state courts, and thereby improve the quality of justice avail-
able to the American people.

2 See the “Report to the 'Conference of Chief Justices” (hereinafter referred to as the
Task Force Report), from the Task Force on a State Court Improvement Act of the Confer-
ence of Chlef Justices, August 1979, p. 5. (The report also cites a memorandum from Nora
Blair of the National Center for State Courts to Francis J. Taillefer, Project Director,
National Courts Statisties Projeet, which suggests that 98.8 percent of current cases are
handled in state courts.)

8 Testimony of Maurice Rosenberg, Assistant Attorney General, Office of Improvements in
the Administration of Justice, United States Department of Justice, before the Subcommit-
tee on Jurisprudence and Governmental Relations, Senate Judiciary Committee, Nov. 19,
1979. pp. 50, 51. It should be noted that Mr. Rogenberg did not testify as a representative of
the Justice Department nor the Office that e heads. Rather, his testimony reflects his per-
sonal beliefs and opinions based on his exwerience in court management.

4 Clark, “Colorado at Judieial Crossreoads,” 50 Judicature 118 (December 1968).
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[S. 2387, 96th Cong., 24 sess.]

II, TEXT OF THE BILL

A BILL To aid State and local governments in sirengthening and i_m-
proving their judicial systems through the creation of a State Justice
Institute

Be it enacted by the Senate and House of Representatives
of the United States of Americain Congress assembled,

SHORT TITLE

Secrion 1. This Act may be cited as the “State Justice
Institute Act of 1980”.

FINDINGS AND PURPOSE

Skc. 2. (a) The Congress finds and declares that—

(1) the quality of justice in the Nation is largely deter-
mined by the quality of justice in State courts;

(2) State courts share with the Federal courts the general
responsibility for enforcing the requirements of the Consti-
tution and laws of the United States; )

(3) in the Federal-State partnership of delivery of jus-
tice, the participation of the State courts has been increased
by recently enacted Federal legislation ;

(4) the maintenance of a high quality of justice in Federal
courts has led to increasing efforts to divert cases to State
courts;

(5) the Wederal Speedy Trial Act has diverted criminal
and civil cases to State courts;

(6) an increased responsibility has been placed on State
court procedures by the Supreme Court of the United States;

(7) consequently, there is a significant Federal interest
in maintaining strong and effective State courts; and

(8) strong and effective State courts are those which pro-

‘duce understandable, accessible, efficient, and equal justice,

which requires—

(A) qualified judges and other court personnel;

(B) high quality education and training programs
for judges and other court personnel ;

(C) appropriate use of qualified nonjudicial person-
nel to assist in court decisionmaking;

(D) structores and procedures which promote com-
munication and coordination among courts and judges
and maximize the efficient use of judges and court fa-
cilities;

(E) resource planning and budgeting which allo-
cate current resources in the most efficient manner and
forecast accurately the future demands for judicial
services;

(F) sound management systems which take advan-
tage of modern business technology, including records
management procedures, data processing, comprehen-
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sive personnel systems, efficient juror utilization and
management techniques, and advanced means for re-
cording and transcribing court proceedings;

(G) uniform statistics on caseloads, dispositions, and
other court-related processes on which to base day-to-
day management decisions and long-range planning;
_ (H) sound procedures for managing caseloads and
individual cases to assure the speediest possible resolu-
tion of litigation ;

(T) programs which encourage the highest perform-
ance of judges and courts to improve their functioning,
to insure their accountability to the public, and to facil-
itate the removal of personnel who are unable to per-
form satisfactorily ;

(J) rules and procedures which reconcile the require-
ments of due process with the need for speedy and cer-
tain justice;

(K) responsiveness to the need for citizen involve-
ment in court activities through educating citizens to
the role and functions of courts, and improving the treat-
ment of witnesses, victims, and jurors; and
. (L) innovative programs for increasing access to
justice by reducing the cost of litigation and by develop-

ing alternative mechanisms and techniques for resolving

disputes.

(b) It is the purpose of this Act to assist the State courts
and organizations which support them to obtain the require-
ments specified in subsection (a) (9) for strong and effective
courts through a funding mechanism, consistent with doc-
trines of separation of powers and federalism, and thereby to
improve the quality of justice available to the American
people.

DEFINITIONS

Skc. 3. As used in this Act, the term—
(1) “Institute” means the State Justice Institute;
(2) “Board” means the Board of Directors of the
Institute;

(8) “Director” means the Executive Director of the
Institute;

(4) “Governor” means the Chief Executive Officer of
a State;
() “recipient” means any grantee, contractor, or re-
cipient of financial assistance under this Act;

(6) “State” means any State of the United States, the
District of Columbia, the Commonwealth of Puerto
Rico, the Virgin Islands, Guam. American Samoa, the
Northern Mariana Islands, the Trust Territory of the
Pacific Islands, and any other territory or possession of
the United States; and

(7) “Supreme Court” means the highest appellate
court within a State unless, for the purposes of this Act,

81-714 O—81~——22
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a constitutionally or legislatively established judicial
council acts in place of that court.

ESTABLISHMENT OF INSTITUTE ; DUTIES

Skc. 4. (a) There is established in the District of Columbia
a private nonprofit corporation which shall be known as the
State Justice Institute. The purpose of the Institute shall be
to further the development and adoption of improved judi-
cial administration in State courts in the United States. To
the extent consistent with the provisions of this Act, the In-
stitute shall exercise the powers conferred upon a nonprofit
corporation by the District of Columbia Nonprofit Corpora-
tion Act (except for section 1005(a) of title 29 of the Dis-
trict of Columbia Code).

(b) The Institute shall—

(1) direct a national program of assistance designed
to assure each person ready access to a fair and effective
system of justice by providing funds to—

A) State courts;

B) national organizations which support and are
supported by State courts; and

(C) any other nonprofit organization that will
support and achieve the purposes of this Act;

(2) foster coordination and cooperation with the Fed-
eral judiciary in areas of mutual concern;

(3) make recommendations concerning the proper
allocation of responsibility between the State and Fed-
eral court systems;

(4) promote recognition of the importance of the
separation of powers doctrine to an independent judi-
ciary; and

(5) encourage education for judges and support per-
sonnel of State court systems through national and State
organizations, including universities.

(¢) The Institute shall not duplicate functions adequately
performed by existing nonproft organizations and shall pro-
mote, on the part of agencies of State judicial administration,
responsibility for success and effectiveness of State court
improvement programs supported by Federal funding.

(d) The Institute shall maintain its principal offices in the
District of Columbia and shall maintain therein a desig-
nated agent to accept service of process for the Institute.
Notice to or service upon the agent shall be deemed notice to
or service upon the Institute.

(e) The Institute, and any program assisted by the Insti-
tute. shall be eligible to be treated as an organization de-
seribed in section 170(c) (2) (B) of the Internal Revenue
Code of 1954 and as an organization described in section
501 (c) (3) of the Internal Revenue Code of 1954 which is ex-
empt from taxation under section 501(a) of such Code. If
such treatments are conferred in accordance with the provi-
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sions of such Code, the Institute, and TOgrams assi
' . assisted b
t;'l;iaeg;llsl?tlége, t&.ﬁmu be subject to all pr(gisigons of such Cod)é
o orant e conduct of organizations exempt from
(£) The Institute shall afford notice and re

_ sh asonable oppor-
t‘unlfiy for comment to interested parties prior to issuing glll)les
regulations, guidelines, and instructions under this Act, and
;)tris(l)llail Igllllbhshﬁmt{;he (.'f‘ederal Register, at least thirty days

> to their effective dat i ideli

and ey off ate, all rules, regulations, guidelines,

BOARD OF DIRECTORS

SEC. 5. (a) (1) The Institute shall be supervi
of Directors, consisting of eleven votingpmemsl?grg };c? ﬁo:g%
pointed by the President, by and with the advice and consent
of tzhg Senate. The Board shall have both judicial and non-
judicial members, and shall, to the extent ‘practicable, have
a membership representing a variety of background,s and

;'sgltei(éiing participation and interest in the administration of

(2) Tlx)Bpa,I:d ('ishall consist of—
six judges, to 1 i I
o ?Iaél)'agragash %3 ) ,; be appointed in the manner provided
one State court administrator. to i 1
the manner provided in paragraph (3,) ; artl)fl *ppointed in
(C) four public members, no more than two of whom
shall be of the same political party, to be appointed in the
manner provided in paragraph ( 4y.

(3) The President shall appoint six judges and one State
court admlmstrato_r from a list of candidates submitted by the
Conferences of Chief Justices. The Conference of Chief Jus-
tices shall submit a list of at least fourteen individuals, in-
cluding judges and State court administrators, whom the con-
ference considers best qualified to serve on the Board. Prior
to consulting with or submitting a list to the President, the
Conference of Chief Justices shall obtain and consider the
recommendations of all interested organizations and indi-

viduals concerned with the admin; 1 justi
ob]ac)tiires aed wi administration of justice and the
) In addition to those members appoii

. s ppointed under para-
graph (3), the President shall apnoint, £
pu?;l)c S'I?ﬁt,ml" to serve on the Boaxl?d. 1t four members from the

The President shall appoint the members under thi
subsection within sixty days from the date of enacltlmilr‘lt }:)lis"
this Act.
(b) (1) Except as provided in para,
) s paragraph (2), the t

each voting member of the Board shall bz th(reZa Vears?rﬁrlnagif
member of the Board shall continue to serve until the suc-
cessor to such member has been appointed and qualified.
, ( i‘Z) Five of the members first appointed by the President
shall serve for a term of two years. Any member appointed
to serve for an unexpired term arising by virtue of the death.
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disability, retirement, or resignation of a member shall be
appointed only for such unexpired term, but shall be eligible
for reappointment.

(8) The term of initial members shall commence from the
date of the first meeting of the Board, and the term of each
member other than an initial member shall commence from
the date of termination of the preceding term.

(¢) No member shall be reappointed to more than two
consecutive terms immediately following such member’s ini-
tial term.

(d) Members of the Board shall serve without compensa-
tion, but shall be reimbursed for actual and necessary ex-
penses incurred in the performance of their official duties.

(e) The members of the Board shall not, by reason of such
membership, be considered officers or employees of the United
States.

(f) Each member of the Board shall be entitled to one vote.
A simple majority of the membership shall constitute a quo-
rum for the conduct of business. The Board shall act upon the
concurrence of a simple majurity of the membership present
and voting. )

(g) The Board shall select from among the voting mem-
bers of the Board a chairman, the first of whom shall serve
for a term of three years. Thereafter, the Board shall annu-
ally elect a chairman from among its voting members.

(h) A member of the Board may be removed by a vote of
seven members for malfeasance in office, persistent neglect
of, or inability to discharge duties, or for any offense in-
volving moral turpitude, but for no other cause.

(1) Regular meetings of the Board shall be held quarterly.
Special meetings shall be held from time to time upon the
call of the chairman, acting at his own discretion or pursuant
to the petition of any seven members.

(j) All meetings of the Board, any executive committee of
the Board, and any council established in connection with
this Act, shall be open and subject to the requirements and
provisions of section 552b of title 5, United States Code, re-
lating to open meetings. |

(k) In its direction and supervision of the activities of the
Institute, the Board shall—

(1) establish such policies and develop such programs
for the Institute as will further achievement of its pur-
pose and performance of its functions;

(2) establish policy and funding priorities and issue
rules, regulations, guidelines, and instructions pursuant
to such priorities;

(3) appoint and fix the duties of the Executive Direc-
tor of the Institute, who shall serve at the pleasure of the
goarcdl and shall be a nonvoting ex officio member of the

oard;

(4) present to other Government departments, agen-
cies, and instrumentalities whose programs or activities
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relate to the administration of justice in the State judici-
aries of the United States, the recommendations of the
Institute for the improvement of such programs or
activities;

(5) consider and recommend to both public and private
agencles aspects of the operation of the State courts of
tht:,i United States considered worthy of special study;
an

(6) award grants and enter into cooperative agree-
ments or contracts pursuant to section 7(a).

OFFICERS AND EMPLOYEES

SEC. 6. (a) (1) The Director, subject to general policies
established by the Board, shall supervise the activities of per-
sons employed by the Institute and may appoint and remove
such employees as he determines necessary to carry out the
purposes of the Institute. The Director shall be responsible
for the executive and administrative operations of the Insti-
tute, and shall perform such duties as are delegated to such

' Director by the Board and the Institute.

. (2{ No political test or political gualification shall be used
in selecting, appointing, promoting, or taking any other per-
sonnel action with respect to any officer, agent, or employee
of the Institute, or in selecting or monitoring any grantee,
contractor, person, or entity receiving financial assistance
under this Act.

(b) Officers and employees of the Institute shall be com-
pensated at rates determined by the Board, but not in excess
of the rate of level V of the Executive Schedule specified in
section 5316 of title 5, United States Code.

(c) (1) Except as otherwise specifically provided in this
Act, the Institute shall not be considered a department,
agency, or instrumentality of the Federal Government.

(2) This Act does not limit the authority of the Office of

Management and Budget to review and submit comments
upon the Institute’s annual budget request at the time it is
transmitted to the Congress.

(d) (1) Except as provided in paragraph (2), officers and
employees of the Institute shall not be considered officers or
employees of the United States.

(2) Officers and employees of the Institute shall be con-
sidered officers and employees of the United States solely for
the purposes of the following provisions of title 5, United
States Code : Subchapter I of chapter 81 (relating to compen-
sation for work injuries) ; chapter 83 (relating to civil service
retirement) ; chapter 87 (relating to life insurance); and
chapter 89 (relating to health insurance). The Institute shall
make contributions under the provisions referred to in this
subsecticn: a2t the same rates applicable to agencies of the
Federal Government.

(e) The Institute and its officers and emplovees shall be
subject to the provisions of section 552 of title 5, United
States Code, relating to freedom of information.

= Ao
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GRANTS AND CONTRACTS

Sec. 7. (a) The Institute is authorized to award grants
and enter into cooperative agreements or contracts, in a
manner consistent with subsection (b),in order to—

(1) conduct research, demonstrations, or special proj-
ects pertaining to the purposes described in this Act, and
provide technical assistance and training in support of
tests, demonstrations, and special projects;

(2) serve as a clearinghouse and information center.
where not otherwise adequately provided, for the prepa-
ration, publication, and dissemination of information
regarding State judicial systems;

. (8) participate in joint projects with other agencies,
including the Federal Judicial Center, with respect to
the purposes of this Act; '

(4) evaluate, when appropriate, the programs and
projects carried out under this Act to determine their
impact upon the quality of criminal, civil, and juvenile

. Justice and the extent to which they have met or failed
to meet the purposes and policies of this Act;

(5) encourage and assist in the furtherance of judicial
edl(lcz;tmn;

(6) encourage, assist, and serve in a consulting capacit
to State and local justice system agencies in tﬁz degrelop}j
ment, maintenance, and coordination of criminal, civil,
and juvenile Justice programs and services; and

(7) be responsible for the certification of national
programs that are intended to aid and improve State
judicial systems.

. (b) The Institute is empowered to award grants and enter
Into cooperative agreements or contracts as follows:

(1) The Institute shall give priority to grants, coop-
ative agreements, or contracts with—

(A) State and local courts and their agencies,

(B) national nonprofit organizations controlled
by, operating in conjunction with, and serving the
judicial branches of State governments; and

(C) national nonprofit organizations for the edu-
cation and training of judges and support personnel
of the ]udl.cm] branch of State governments.

(2). The Institute may, if the objective can better be
served thereby, award grants or enter into cooperative
agreements or contracts with—

. (A) other nonprofit organizations with expertise
in judicial administration
(B) institutions of higher education;
. (C) individuals, partnerships, firms, or corpora-
tions; and
(D) private agencies with expertise in judicial
administration.
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(3) Upon application by an appropriate Federal, State
or local agency or institution and if the arrangements
to be made by such agency or institution will provide
services which could not be provided adequately through
nongovernmental arrangements, the Institute may award
a grant or enter into a cooperative agreement or contract
with a unit of Federal, State, or local government other
than a court.

(4) Each application for funding by a State or local
court shall be approved by the State’s supreme court, or
its designated agency or council, which shall receive,
administer, and be accountable for all funds awarded by
the Institute to such courts.

(c) Funds available pursuant to grants, cooperative agree-
ments, or contracts awarded under this section may be used—

(1) to assist State and local court systems in estab-
lishing appropriate procedures for the selection and re-
moval of judges and other court personnel and in deter-
mining appropriate levels of compensation ;

(2) to support education and training programs for
judges and other court personnel, for the performance
of their general duties and for specialized functions,
and to support national and regional conferences and
seminars for the dissemination of information on new de-
velopments and innovative techniques;

(8) to conduct research on alternative means for using
nonjudicial personnel in court decisionmaking activities,
to implement demonstration programs to test innovative
approaches, and to conduct evaluations of their effective-
ness;

(4) to assist State and local courts in meeting require-
raents of Federal law applicable to recipients of Federal
funds;

(5) to support studies of the appropriateness and
efficacy of court organizations and financing structures
in particular States, and, to enable States to implement
plans for improved court organization and finance;

(6) to support State court planning and budgeting
staffs and too provide technical assistance in resource al-
location and service forecasting techniques;

(7) to support studies of the adequacy of court man-
agement systems in State and local courts and to imple-
ment and evaluate innovative responses to problems of
record management, data processing, court personnel
management, reporting and transcription of court pro-
ceedings, and juror utilization and management;

(8) to collect and compile statistical data and other
information on the work of the courts zand on the work of
other agencies which relate to and effect the work of
courts;

(9) to conduct studies of the causes of trial and appel-
late court delay in resolving cases, and to establish and
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evaluate experimental programs for reducing case proc-
essing time;

(10) to develop and test methods for measuring the
performance of judges and courts and to conduct experi-
ments in the use of such measures to improve their func-
tioning;

(11) to support studies of court rules and procedures,
discovery devices, and evidentiary standards, to identify
problems with their operation, to devise alternative ap-
proaches to better reconcile the requirements of due
process with the needs for swift and certain justice, and
to test their utility ;

(12) to support studies of the outcomes of cases in
selected subject matter areas to identify instances in
which the substance of justice meted out by the courts
diverges from public expectations of fairness, consist-
ency, or equity, to propose alternative approaches to
the resolving of cases in problem areas, and to test and
evaluate those alternatives;

(18) to support programs to increase court responsive-
ness to the needs of citizens through citizen education,

.improvement of court treatment of witnesses, victims,
and jurors, and development of procedures for obtaining
and using measures of public satisfaction with court proc-
esses to improve court performance;

(14) to test and evaluate experimental approaches to
providing increased citizen access too justice, including
processes which reduce the cost of litigating common
grievances and alternative techniques and mechanisms
for resolving disputes between citizens; and

(15) to carry out such other programs, consistent with
the purposes of this Act, as may be deemed appropriate
by the Institute.

(d) The Institute shall incorporate in any grant, coopera-
tive agreement, or contract awarded under this section in
which a state or local judicial system is the recipient, the
requirement that the recipient provide a match, from private
or public sources, equal to twenty-five percent of the total
cost of such grant, cooperative agreement, or contract, except
that such requirement may be waived in exceptionally rare
circumstances upon the approval of the chief justice of the
highest court of the state and a majority of the Board of
Directors.

(e) The Institute shall monitor and evaluate, or provide
for independent evaluations of, programs supported in whole
or in part under this Act to insure that the provisions of this
Act, the bylaws of the Institute, and the applicable rules,
regulations, and guidelines promulgated pursuant to this Act,
are carried out.

(£f) The Institute shall provide for an independent study
f the financial and technical assistance programs under this

ct.
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LIMITATIONS ON GRANTS AND CONTRACTS

Sko. 8. (a) With respect to grants or contracts made under
this Act, the Institute shall— )

(1) insure that no funds made available to recipients
by the Institute shall be used at any time, directly or in-
directly, to influence the issuance, amendment, or revoca-
tion of any Executive order or similar promulgation by
any Federal, State, or local agency, or to undertake to
influence the passage or defeat of any legislation by the
Congress of the United States, or by any State or local
legislative body, or any State proposal by initiative pe-
tition, unless a governmental agency, legislative body, a
committee, or a member thereof— _

(A) requests personnel of the recipients to testify,
draft, or review measures or to make representations
to such agency, body, committee, or member; or

(B) is considering a measure directly affecting the
activities under this Act of the recipient or the In-
stitute;

(2) insure all personnel engaged in grant or contract
assistance activities supported in whole or part by the
Institute refrain, while so engaged, from any partisan
political activity ; and

(8) insure that every grantee, contractor, person, or
entity receiving financisl assistance under this Act which
files with the Institute « timely application for refunding
is provided interim funding necessary to maintain its
current level of activities until—

(A) the application for refunding has been ap-
proved and funds pursuant thereto received; or

(B) the application for refunding has been finally
denied in accordance with section 8 of this Act.

(b) No funds made available by the Institute under this
Act, either by grant or contract, may be used to support or
conduct training programs for the purpose of advocating par-
ticular nonjudicial public policies or encouraging nonjudicial
political activities. :

(¢) The authorization to enter into contracts or any other
obligation under this Act shall be effective for fiscal year 1981
and any succeeding fiscal year only to the extent, and in such
amounts, as are provided in advance in appropriation Acts.

(d) To insure that funds made available under this Act
are used to supplement and improve the operation of Siate
courts, rather than to support basic court services, funds shall
not be used—

(1) to supplant State or local funds currently support-
ing a program or actiivty; or

(2) to construct court facilities or structures, except to
remodel existing facilities to demonstate new architec-
tural or technological techniques, or to provide temporary
facilities for new personnel or for personnel involved in a
demonstration or experimental program.
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RESTRICTIONS ON ACTIVITIES OF THE INSTITUTE

Skc. 9. (a) The Institute shall not— o

(1) participate in litigation unless the Institute or a
recipient of the Institute s a party, and shall not partici-
pate on behalf of any client other than itself;

(2) interfere with the independent nature of any state
judicial system nor allow sums to be used for t:hg fund—
ing of regular judicial and administrative activities of
any state judicial system other than pursuant to the terms
of any grant, cooperative agreement, or contract with the
Institute, consistent with the requirements of this Act;
or

(3) undertake to influence the passage or defeat of any
legislation by the Congress of the United States or by
any State or local legislative body, except that personnel
of the Institute may testify or make other appropriate
communication— )

(A) when formally requested to do so by a legis-
lative body, committee, or a member thereof; '

(B) in connection with legislation or appropria-
tions directly affecting the activities of the Institute;
or .

(C) in connection with legislation or appropria-
tions dealing with improvements in the State judi-
ciary, consistent with the provisions of this Act.

(b) (1) The Institute shall have no power to issue any
shaxes of stock, or to declare or pay any dividends.

(2) No part of the income or assests of the Institute shall
inure to the benefit of any director, officer, or employee,
except as reasonable compensation for services or reimburse-
ment for expenses. _

(8) Neither the Institute nor any recipient shall contribute
or make available Institute funds or program personnel or
equipment to any political party or association, or the cam-
paign of any candidate for public or party office. .

(4) The Institute shall not contribute or make available
Institute funds or program personnel or equipment for use in
advocating nr opposing any ballot measure, initiative, or ref-
erendum, except those dealing with improvement of the State
judiciary, consistent with the purposes of this Act. o

(¢) Officers and employees of the Institute or of recipients
shall not at any time intentionally identify the Institute or
the recipient with any partisan or nonpartisan political ac-
tivity associated with a political party or association, or the
campaign of any candidate for public or party office.

SPECIAL PROCEDURES

Skc. 10. The Institute shall prescribe procedures to insure
that—

(1) financial assistance under this Act shall not be

suspended unless the grantee, contractor, person, or en-
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tity receiving financial assistance under this Act has
been given reasonable notice and opportunity to show
cause why such actions should not be taken; and

(2) financial assistance under this Act shall not be
terminated, an application for refunding shall not be
denied, and a suspension of financial assistance shall not
be continued for longer than thirty days, unless the
grantee, contractor, person, or entity receiving financia!
assistance under this Act has been afforded reasonable
notice and opportunity for a timely, full, and fair hear-
ing, and, when requested, such hearing shall be conducted
by an independent hearing examiner. Such hearing shall
be held prior to any final decision by the Institute to
terminate financial assistance or suspend or deny fund-
ing. Hearing examiners shall be appointed by the Insti-
tute in accordance with procedures established in
regulations promulgated by the Institute.

PRESIDENTIAL COORDINATION

Skc. 11. The President may, to the extent not inconsistent
with any other applicable law, direct that appropriate sup-
port functions of the Federal Government may be made
available to the Institute in carrying out its functions under

. this Act.

RECORDS AND REPORTS

SEc. 12. (a) The Institute is authorized to require such
reports as it deems necessary from any grantee, contractor,
person, or entity receiving financial assistance under this

Act regarding activities carried out pursuant to this Act.

(b)_The Institute is authorized to prescribe the keeping of
records with respect to funds provided by grant or contract
and shall have access to such records at all reasonable times
for the purpose of insuring compliance with the grant or
contract or the terms and conditions upon which financial
assistance was provided.

(c) Copies of all reports pertinent to the evaluation, in-
spection, or monitoring of any grantee, contractor, person,
or entity receiving financial assistance under this Act shall
be submitted on a timely basis to such grantee. contractor,
or rerson or entity, and shall be maintained in the principal
office of the Institute for a period of at least five years after
such evaluation, inspection, or monitoring. Such reports shall
be available for public inspection during regular business
hours, and copies shall be furnished, upon request, to inter-
ested parties upon payment of such reasonable fees as the
Institute may establish.

(d) Non-Federal funds received by the Institute, and funds
received for projects funded in part by the Institute or by any
recipient from a source other than the Institute, shall be
accounted for and reported as receipts and disbursements
separate and distinct from Federal funds.



330

15
AUDITS

Sec. 13. (a) (1) The accounts of the Institute shall be
audited annually. Such audits shall be conducted in accord-
ance with generally accepted auditing standards by independ-
ent certified public accountants who are certified by a
regulatory authority of the jurisdiction in which the audit is
undertaken.

(2) The audits shall be conducted at the place or places
where the accounts of the Institute are normally kept. All
books, accounts, financial records, reports, files, and other
papers or property belonging to or in use by the Institute and
necessary to facilitate the audits shall be made available to
the person or persons conducting the audits. The full facilities
for verifying transactions with the balances and securities
held by depositories, fiscal agents, and custodianc shall be
afforded to any such person.

(3) The report of the annual audit shall be filed with the
General Accounting Office and shall be available for public
inspection during business hours at the principal office of the
Institute.

(b) (1) In addition to the annual audit, the financial trans-
actions of the Institute for any fiscal year during which Fed-
eral funds are available to finance any portion of its oper-
ations may be audited by the General Accounting Office in
accordance with such rules and regulations as may be pre-
scribed by the Comptroller General of the United States.

(2) Any such audit shall be conducted at the place or
places where accounts of the Institute are normally kept. The
representatives of the General Accounting Office shall have
access to all books, accounts, financial records, reperts, files,
and other papers or property belonging to or in use by the
Institute and necessary to facilitate the audit. The full facili-
ties for verifying transactions with the balances and securities
held by depositories, fiscal agents, and custodians shall be
afforded to such representatives. All such books, accounts,
financial records, reports, files, and other papers or property
of the Institute shall remain in the possession and custody of
the Institute throughout the period beginning on the date
such possession or custody commences and ending three
years after such date, but the General Accounting Office may
require the retention of such books, accounts, financial rec-
ords, reports, files, and other papers or property for a longer
period under section 117(b) of the Accounting and Auditing
Act of 1950 (31 U.S.C. 67(b)).

(3) A report of such audit shall be made by the Comp-
troller General to the Congress and to the Attorney General,
together with such recommendations with respect thereto as
the Comptroller General deems advisable.

(c) (1) The Institute shall conduct, or require each grantee,
contractor, person, or entity receiving financial assistance un-
der this A.ct to provide for, an annual fiscal audit. The report
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of each such audit shall be maintained for a period of at
least five years at the principal office of the Institute.

(2) The Iustitute shall submit to the Comptroller General
of the United States copies of such reports, and the Comp-
troller General may, in addition, inspect the books, accounts,
financial records, files, and other papers or property belong-
ing to or in use by such grantee, contractor, person, or entity,
which relate to the disposition or use of funds received from
the Institute. Such audit reports shall be available for public
inspection during regular business hours, at the principal
office of the Institute.

Skc. 14. There are authorized to be appropriated for fiscal
year 1982 such sums as may be necessary to carry out the pro-
visions of this Aect.

III. HISTORY OF THE LEGISLATION

The concept of tederal financial support for state court systems had
its origin in the 1967 Report of the President’s Commission on Law
Enforcement and Administration of Justice.” That report, however,
placed the primary emphasis for federal assistance to the states in the
areas of law enforcement and corrections, thereby placing the admin-
istration of such a program within the United States Department of
Justice. Congress carried forth the emphasis on law enforcement and
correctional problems in the 1968 Omnibus Crime Control and Safe
Streets Act,® which created the Law Enforcement Assistance Admin-
istration (LEAA). Since its inception through 1978, LEAA provided
some $6.6 billion in assistance to the states.”

As Thomas J. Madden, General Counsel, Office of Justice Assist-
ance. Research, and Statistics, United States Department of Justice,
testified at hearings on S. 2387, there was a very low rate of participa-
tion by state courts during the early years of LEAA.® Mr. Madden
gave three primary reasons as the basis for the lack of participation
by state courts. First, early LEAA authorization legislation made few
explicit references to courts, concentrating instead on the police and
corrections aspect of the criminal justice system. Second, Congress
gave little attention to the role of courts in the criminal justice system.
Finally, the Separation of Powers doctrine limited active involvement
by state courts in what was essentially a state executive branch plan-
ning program.’ :

Recently, the role of state courts has been recognized as an essential
element in the administration of criminal justice, resulting in dramatic
adjustments in the LEAA program which have allowed greater in-
volvement by the judiciary. The Crime Control Act of 1976 con-
tained several provisions designed to increase participation of the

5 “The Challenge of 'Crime in a Free Soclety,” report by the President's Commission on
Law Enforcement and Administration of Justice, Washington, D.C. (1967). .

642 ,8.C, 3701 (Pub, L. No. 90-351).

7 “Tagk Force Report,” p. 28.

8 Statement of Thomas J. Madden, General Counsel, Office of Justice Assistance, Research
and Statistics, United States Department of Justice, hearings before the Subcommittee on
Jurisprudence and Governmental Relations, Senate Committee on the Judiclary, Mar. 19,
1980, p. 96.

]

Ibid.
10 42 U.8.C. 3701, et seq. (Pub. L. 94-503).
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judiciary in the LEAA. program. Likewise, the Justice System Im-
provement Act of 1979,* building upon the strengths of the LEAA
program, reauthorized and restructed the Justice Department’s assist-
ance program for state and local law enforcement and criminal jus-
tice improvement. LA A has thus been the primary source of Federal
funds going to state court systems, even though judicial programs have
rcﬁgeived only a small percentage of the LEAA funds that have been
alloca .12 :

While LEAA has provided valuable assistance in many ways, sta
court systems have remained concerned about a federal judicial assist-
ance program administered by executive agencies of federal and state
governments.’® As a result, in August, 1978, the Conference of Chief
Justices of the United States adopted a resolution authorizing a task
force to “recommend innovative changes in. the relations between state
courts and the federal government and find ways to improve the ad-
ministration of justice in the several states without sacrifice of the in-
dependence of state judicial systems.** That task force, the Task Force
on a State Court Improvement Act, was headed by the Honorable
Robert F. Utter, Chief Justice of the State of Washington.® The re-
port of the task force (hereinafter referred to as the Task Force Re-
port) was submitted to the Conference of Chief Justices in Jiugust,
1979, and became the framework from which the State Justice In-
stitute and S. 2387 evolved.

Senator Howell Heflin, as Chairman of the Subcommittee on Juris-
prudence and Governmental Relations, held two days of hearings,
which focused on the findings and report of the Task Force.*® Spe-
cifically, the Subcommittee heard testimony as to the need for and
feasibility of establishing a State Justice Institute. On March 5, 1980,
Senator Heflin introduced S. 2387, The State Justice Institute Act of
1980. The bill was referred to the Committee on the Judiciary, which
referred to it to the Subcommittee on Jurisprudence and Govern-
mental Rektions. The Subcommittee held an additional day of hear-
ings on March 19, 1980.

A total of twelve witnesses testified on S. 2387, including represent-
atives of state judiciaries, state court administrators, the Conference of
Chief Justices, the Federal Judicial Center, the National Center for
state courts, and the Department of Justice. On May 15, 1380, the Sub-
committee agreed unanimously te report the bill to the full Committee

1142 U.8.C. 3701, Note (Pub. L. 96-157).

12 The “Task Force Report,” at p. 29, indicates that about 5 percent of the LEAA funds
have been used for the improvement of State courts systems. It should be noted that this
figure is limited to court programs specifically, excluding programs designed for prosecutors,
defenders, and general law reform.

Other sources of Federal funds going to State courts include: Traffic court grants from
the National Highway Safety Administration, grants under the Department of Labor’s
CETA program, capital improvement grants under the Department of Commerce's Economic
Development Administration, grants under the Department of HEW’s National Institutes,
personnel development grants under the Intergovernmental Personnel Act (U.S. Civil Serv-
ice Commission), and research grants from the National Science Foundation, See “Alterna-
tive Sources for Financlal and Technical Assistance for ‘State Court Systems,” Nalional
Center for State Courts (Northeastern Reg. Off. 1977).

ﬁ ‘I‘l'.)l‘iz(a.isk Fc:»lrce Report,” p. 2.

« Do 1.

18 Other members of the Task Force were: Chief Justice James Duke Cameron; Chief
Justice Willlam S. Richardson; Chief Judge Robert C. Murphy; Chief Justice Robert J,
Sheran; Chief Justice Neville Patterson; Chief Justice John B, McManus, Jr.; <Chief
Justice Arno H. Danecke; Chief Justice Joe R. Greenhill ; Chief Justice Albert W. Barney ;
Chief Justice Bruce F, Beilfuss; Mr. Walter J. Kane; Mr. Roy O. Gulley ; Hon. Arthur J.
Stmpson, Jr.; Mr. Willlam H. Adkins II; Mr.'C. A. Carson III; Mr., John 8. Clark.

16 The hearings were held on QOct. 18, 1979, and Nov. 19, 1879,
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for further action. On June 24, 1980,.1';he Committee on the Judiciary
met, considered S. 2387, and ordered 1t reported as amended.

IV. STATEMENT
A. The Federal interest .

Any statement that addresses the issue of federal funding for state
court systems must begin with a discusslon of whether a spwstantlall1
federal interest is involved. More specifically, such a discussion shoul
center around whether the federal government has a direct interest
in the quality of justice that is dispensed in state courts. _

Under the Constitution of the United States, state courts share with
federal courts the awesome responsibility of enforcing the Constitu-
tion and the laws made pursuant thereto. In this regard, it should be
noted that the objective of applying the Fourteenth Amendment of
the United States Constitution to the states has been, in the words of
Mr. Justice Cardozo, to preserve those principles “of justice so reoted
in the traditions and conscience of our people as to be ranked as

ndamental.” . '
qunder our federal system of government, the judiciary of this coun-
try is bifurcated into both state and federal systems. This does not
mean, however, that the federal interest in maintaining the quality of
justice delivered to the citizens of this country involves a form of jus-
tice dispensed by federal courts only. On the contrary, there are no
federal courts required by the United States Constitution other than
the Supreme Court, which reflects a fundamental belief held by the
Farmers that state courts could adequately handle all cases brought
to them, whether the issues were of primary concern to the states
or to the federal government.*® _ _

Indeed today, as has been stated previously, state courts deal with

approximately ninety-six percent of the litigated disputes 1n which
the people of this country become involved, leaving little doubt that
“the quality of justice in the nation is largely determined by the qual-
ity of justice in state courts,” as the first of the findings of 3. 2387 as-
serts.’® From this evolves a clear and compelling federal interest 1n
assuring that the public maintains a high level of confidence in the
Judiciary. As Mr. Maurice Rosenberg testified :

Overwhelmingly, the public impression of justice is molded
by their [sic] contacts with state courts, whether as litigants,
as jurors, as witnesses, or as spectators. Also overwhelmingly,
the level at which state courts perform determines whether
Americans in fact have access to justice through the courts.
Unquestionably, the federal government has a deep concern

bl . Connecticut, 320 U.S. 319, 58 8. Ct. 149 (1937). More receut decisions of the
Unitlejglg‘t):a‘t,esGS?upreme Court have held that the federal guarantee against being deprived
of ome's “lberty” without ‘“‘due process of law” is, in many insiinces, dependent upon
whether state law recognizes that its citizens have a liberty interest, Thus whether a citizen
has a liberty interest in not being transferred from one correctional or mental Iiealth in.stl-
tution to another is dependent upon whether the state recognizes a right not to be frans-
ferred without reason. Task Fo‘g.g( %espog'gep? ;S’) 7116.):), see e.g., Meachum v. Fano, 427 U.S. 215
H ne v. Haymes, .S, (1¢ . .
(Igzt‘s'l)‘zfsﬁ[oli"’z)t&% Report,}{ p. 9, citing Redish and Muench, “AdJud‘l‘cation of Federal Causes
of Action in State Court,” 75 Mich. L. Rev. 311 n. 3 (1976) : “(T)he Madisonian Com-
promise of Article III . .. permitted but did not require the congressional creation of lower
Federal courts. In reaching this result, the Framers assuined that if ‘Congress chose not tg
create lower Federal courts, the state courts could serve as trial forums in Federal cases:
1 g, 2387, sec, 2(a) (1).
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in these matters. If the citizens turn cynical about the pros-
pects of obtaining justice from the courts, they will have
little confidence in other institutions in the society.2°

There is also a federal interest in insuring the quality of justice in
state courts due to the fact that state courts sit in judgment of fed-
eral as well as state issues. The Supremacy Clause of the United States
provides: “This Constitution, and the laws of the United States which
shall be made in pursuance thereof; and all treaties made, or which
shall be made, under the authority of the United States, shall be the
Supreme Law of the Land; and the judges in every state shall be
bound thereby; anything in the Constitution of Laws of any state
to the contrary notwithstanding.” ?* State judges are thus required
o consider whether a state statute or regulation is in conflict with the
United States Constitution or with a federal statute or regulation
which preempts state law. Likewise, state courts are obligated to apply
federal law in situations which do not involve state law at all. As the
Supreme Court held in Claflin v. Houseman, 93 U.S. 130 (1876), state
courts can hear and decide cases which are strictly federal if there is
concurrent state and federal jurisdiction: “If exclusive jurisdiction
be neither express nor implied, the state courts have concurrent juris-
diction whenever, by their own Constitution, they are competent to
take it.” 22 '

Although there are some categories of federal legislation to which
there is exclusive federal jurisdiction,?® most Congressional enact-
ments have concurrent state and federal jurisdictions. In this regard,
two important things should be kept in mind. First, once the time
limit for removal of a case brought in state court to the federal court
has passed, the state court is free from supervision or interference
by the federal courts. In such cases, the only review is by appeal or
certiorari to the Supreme Court.?* Second, the Supreme Court of the
United States is incapable of reviewing the thousands of state court
judgments in which federal questions are raised. Given that the
processes of appeal and certiorari to the United States Supreme
Court are the only meaningful methods of federal review of state
court judgments, state courts are thus, as a practical matter, virtu-
ally tribunals of final resort. The implementation of fundamental
federal policies is therefore largely dependent upon state judiciaries.

In recent years, the three branches of the federal government have
contributed significantly to the federal interest involved in main-
taining the quality of state courts in the delivery of justice to the
American people. For instance, important 'Congressional policy ob-
jectives are often dependent upon the ability of state courts to aid in
the implementation and enforcing of such legislation. As an induce-
ment for states to pass legislation or adopt administrative rules which
will further Congressional policy objectives, Congress frequently im-
poses conditions on federal spending. The fifty-five mile an hour speed

20 Testimony of Maurice Rosenberg, Nov, 19, 1979, p. 52.

21 United States Constitution, Article VI.

22 93 1U.S. 130, 136 (1876).

23 Categories in which there is exclusive Federal jurisdiction include inter alia, bank-
ruptey, patent and copyright cases, Federal criminal cases, ‘Securities Exchange Act cases,
Natural Gas Act cases, and antitrust cases.

2% The exception is with habeas corpus cases, in which lower Federal courts may review
the validity, under the Constitution and laws of the United States, of a State criminal con-
viction, but only if the person convicted is “in custody.”
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limit (induced by a condition on the spending of highway money),
eligibility standards for aid to families with dependent children,
nuclear power plant siting, and schoe! lunch programs are all exam-
ples of federally induced state legislation. Other Congressional en-
actments, such as the Speedy Trial Act,?® have resulted in increased
effurts to divert cases to state courts. In this regard, it should be noted
that federal jurisdiction in diversity cases, which is probably the most
important type of concurrent jurisdiction, has come under increasing
criticism and stands a chance of being abolished or limited in the near
future, leaving such cases to be handled in state courts. Legislation
to this effect passed the House of Representatives 26 in the ninety-fifth
Congress, but failed in the Senate. Similar bills, however, are cur-
rently pending in the ninety-sixth Congress.?”

The executive branch of government has likcwise established cer-
tain policies and guidelines that have resulted in increased state court
dockets. In particular, the Department of Justice has requested state
authorities to assume additional responsibility for the prosecution
of some criminal matters now handled in federal court, allowing fed-
eral prosecutors to concentrate on matters that more properly are of
higher priority by the federal government, such as large scale white
collar crime cases.?® This policy 1s carried forth in legislation currently
pending to consolidate federal criminal laws into a single title of the
United States Code.?

Perhaps the most significant increase of the responsibilities of state
courts has come from the judicial branch of the federal government
through decisions of the Supreme Court of the United States. On the
one hand, many decisions have diverted cases to state courts in an
effort to relieve the congestion on federal court dockets, thus maintain-
ing the high level of justice dispensed by federal courts.*® On the other
hand, decisions of the Supreme Court have also increased the pro-
cedural due process protections guaranteed to citizens in criminal,®
civil,32 juvenile,® and mental health 3¢ proceedings. The result of these

2518 U.S.C. 3161, et seaq. .

2 See H.R. 9622, 95th Cong., 2d sess. (passed the House of Representatives by a vote of
266 to 133, Feb. 28, 1978). . .

27 X, R. 130, and H.R. 2202, is currently pending in the House Judiclary Committee, S. 679
is currently pending in the Senate Judiciary Committee,

28 See the address of Attorney General Griffin Bell to the midwinter meeting of the con-
ference of State Court Chief Justices. It should be pointed out that in this address the
Attorney General also stated that he felt it appropriate for the Federal Government to share
the increased financial b_'urrden that will be placed on the States as a result of this policy.

204§, 1722 and H.R. 6915,

30 For example see. inter alia, the following: Stone v. Powell, 428 TU.5. 485 (1978). in
which the court held that Fourth Amendment issues cannot be raised by Federal habeaus
Corpus if the individual involved has had a full and fair hearing in the State: Younger v.
Harris, 401 U.S. 87 (1971), and Huffman v. Pursul, Ltd., 420 U8, 592 (1975)., which lim-
ited the authority of Federal courts to intervene in criminal or civil cases pending in St‘ato
courts ; and Meachum v. Fano, 427 U.8. 215 (1976), and Montegne v. Haymes, 427 U.S. 236
(1976), which held that Federal due nrocess protections are often available only if there
is o Jiberty interest involved which has been created by Statelaw.

31 Federal due process requirements have had a very substantial impact on ‘State criminal
procedures. The best illustration of this imnact stems from the increased requirements for
taking a valid guilty plea. These requirements have not only increased the amonnt of court
fime needed to take a vallid guilty plea, but have also made it:lmnortant that State courts
develop adecrnate guilty plea procedures and that State court judges be bhetter informed as
to the nrocedural requirements than was formerly necessary. See statement of Senator
Howell Heflin and resnonse of Professor Frank Remington. Professor of Law, University of
Wisconsin Sehool of Law, at hearine before the Subeommittes on Jurisprudence and ‘Govern-
mental Relations, Senate Judielsry Commirttee. Oct. 18. 1970, n. 8. )

35.See Inter alia. Fuentes v. Florida, 407 U.8. 67 (1972) where the court held that a citi-
zen cannot be depvived of a proverty interest created bv State law withont notice. a hearing,
and other nrocedural due process safeguards: and Goldberg v. Kelly, 397 U.S. 254 (1970).
where the court held that State welfare benefits cannot be cancelled without a hearing and
ntgseg duie Yer alia Drmtﬁc%omit 387 U.8, 1 (1967)

See inter alia. In Re Gault, ; .S. .
3 Qee infer alia, Wyatt v. Stickney, 344 F. Supp. 373. 344 F. Supp. 887, 503 F. 24 1305.



336

21

decisions has been an increase in the number of cases handled by st'a,t%
judiciaries as well as an increase in the procedural complexity ni)
state court litigation requiring the development of new safeg%a S,
more efficient procedures, and a much more intensive program ol con-
tinuing education for members of the state judiclary. o
The tremendous impact of ‘Supreme Court decisions on state gﬁ
diciaries was probably best described by Mr. Justice Brennan in the

following statement:

In recent vears, however, another variety of federal law—
that fundarr?enta,l’ law protecting all of us from the use of
governmental powers in ways inconsistent with American
conceptions of human liberty—has dramatically altered the
grist of the state courts. Over the past two decades, dect-
sions of the Supreme Court of the United States have re-
turned to the fundamental promises wrought by the blood of
those who fought our War between the States, promises
which were thereafter embodied in our fourteenth amend-
ment—that the citizens of all our states are also and no less
citizens of our United States, that this birthright guarantees
our federal constitutional liberties against encroachment by
governmental action at any level of our federal system, and
that each of us is entitled to due process of law and the equal
protection of the laws from our state governments no less
than from our national one. Although courts do not today
substitute their personal economlc'behefs for the judgments
of our democratically elected legislatures, Supreme Court

" decisions under the fourteenth amendment have significantly
affected virtually every other area, civil and criminal, of state
action. And while these decisions have been accompanied by
the enforcement of federal rights by federal courts, they have
significantly altered the work of state court judges as well.
This is both necessary and desirable under our federal sys-
tem—state courts no less than federal are and ought to be the
ouardians of our liberties . . . _
® Every believer in our concept of federalism, and I am a
devout believer, must salute this development in our state
um.u.'t:% [T]he very premise of the cases that foreclose federal
remedies constitutes a clear call to state courts to step into the
breach. With the federal locus of our double protections
weakened. our liberties cannot survive if the states betray
the trust the Court has put in them. And if that trust 1s, for
the Court, strong enough to override the risk that some states
may not live up to it, how much more strongly should we
trust state courts whose manifest purpose 1s to expand con-
stitutional protections. With federal scrutiny dlgumshed,
state courts must respond by increasing their own.

d the Protections of
35 Report. p. 26, citing Brennan, “State Constltutions an
Indi’vlr‘i%slll{all?ﬁ{ggts,%DQO ngv. 1. Rev. 489, 490-91, 502-03 (1977).
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The quality of justice guaranteed to all persons has indeed been a
cornerstone of American society.?® It is thus without question that the
federal government has a substantial interest in maintaining the
quality of justice at all levels of the judiciary. It therefore logically
follows that there is also a substantial federal interest in maintaining
the quality of state courts. Certainly the federal interest in the quality
of state courts is at least as much as the federal interest in the quality
of health care and the quality of the educational system, both of which
has benefitted from substantial federal contributions.?” While federal
assistance to state courts should never replace the basic financial sup-
port given them by state legislatures, federal financial contributions
administered in a manner that respects the independent nature of the
judiciary can provide a “margin of excellence” that would significantly

improve the quality of justice received by citizens affected by state
courts.

B. The emperience of State courts with Federal financial assistance

Federal funds have, in fact, been channelled to state courts over the
last decade, primarily through the Law Enforcement Assistance Ad-
ministration. LEAA was created by the Omnibus Criine Control and
Safe Streets Act.®® and has been administered by the Department of -
Justice. Since LEAA was created twelve years ago, approximately
$256 million from LEAA discretionary funds and approximately $344
million from LEAA Formula Funds (formerly Block Grant Funds)
have been allocated for state court improvements.??

State court systems have received substantial benefits from the use
of LEAA funds. Many states have been able to implement important
structural and organizional changes in their judiciaries. Likewise,
numerous educational programs, including judicial colleges in several
states, have been established. Reflecting on this record of accomplish-
ment, the Task Force noted that “any review of the past ten years
must conclude that ILEA A has been the single most powerful impetus
for improvement in state court svtems.* Echoing these sentiments, the
Honorable Robert J. Sheran, Chief Justice of the State of Minnesota.,
and Chairman of the Conference of Chief Justice’s Committee on
Federal-State Relations, testified that “remarkahle improvements were
made possible” by LEAA grants, and that had it not been for these
improvements “state court sytems would have foundered in the face of
the massive increases in litigation in recent vears.” # Desnite the
achievements made possible by the use of LEAA funds, however.
substantial conceptual and practical difficulties with this form of
federal assistance have rendered the program less effective than it
could and should be.

To begin with, there are inherent separation of powers problems in
administerir xy LEA A funds to state courts. These separation of powers
problems evolved primarily for two reasons.

2 It should be noted that the ‘“establishment of Justice” was the second of six objectives
listed by the Framers in the Preamble to the Constitution.

ar Por illustrations of the federal interest in the education, see inter alia, 20 U.8.C., secs.
351 and 1221e and 34 U.S.C., sec. 1501. For illustrations of the federal interest in the
quality of health care, see generally title 42 of the United States Code.

842 U.8.C. 3701 (Pub. L. No. 90-351).

39 Tegtimony of Thomas Madden, Mar. 19, 1980, p. 99.

4 Tagk Force Report. p. 35.

41 Testimony, Chief Justice Robert J, Sheran. at hearings held before the Subcommittee on
J méilsprudence and Governmental Relations, Senate Judictiary Committee, Oct. 18, 1979,
p. 21.



First, there are serious difficulties with an arrangement whereby a
department of the federal executive branch, in this case the Depart-
ment of Justice, is in a position to influence by its funding decisions
the programs by or in behalf of state and local courts.*? This is par-
ticularly noteworthy in light of the fact that, because of the delicate
separation of powers problems, control of the efforts of all federal
courts was removed from the Department of Justice and placed inde-
pendently in the judicial branch of the federal government.** Cer-
tainly, the same threat to judicial independence exists in an arrange-
ment, such as with LEAA, whereby an executive department deter-
mines both the type of programs to receive financial assistance and
the specific courts or agencies to receive the funds.

Second, separation of powers problems arose within individual states
because of the requirement that LEAA block grants to the states be
administered by state planning agencies designated or established by
the governors of each state. The degree of success of any state court
programs was thus directly related to the degree of cooperation re-
ceiveéi from executive branch planning agencies. As the Task Force
stated :

Reports from those states having strong judicial representa-
tion on the state planning agencies reflect general satisfac-
tion with the quality of the funding support accorded
judicial projects. Other states experienced paper representa-
tion rather than having a real voice in the program, and still
others had no voice at all. The availability of federal dollars
for state court improvement often became more promise than
reality and the price of competition, compromise and con-
census has become too great for some. Indeed, even in those
states where the judicial leadership has exercised its power
effectively, there arose a growing concern about the propriety
of an executive branch agency dictating the goals to be at-
tained by a state’s judicial agencies.**

Tt was not until the 1976 IEA A reauthorization that provisions were
made for state judicial planning committees, thus giving clear Con-
gressional recognition to the role of state court systems in the scheme
of LEAA programs. Even then. however, there was both confusion
and controversy surrounding the inclusion of prosecutors and defend-
ers in the LEAA concept of state judicial planning committees,
which was not resolved until the LEAA General Counsel issued an
opinion that excluded prosecutorial and defense services, which were
covered under other LEAA categories, from the definition of “court
projects.” 4

42 Tegtimony, Hon. Lawrence I’Anson, Chief Justice of the State of Virginia, at hearings
held before the Subcommittee on Jurisprudence and Governmental Relations, Senate Judi-
clary Committee, Oct, 18, 1979, p. 4.

43 Pestimony of Justice Sheran, Mar. 19, 1980, p. 100.

4t Tagk Force Report, p. 30.

4glOplnion of LEAA General Counsel (July 24, 1978), cited in the Task Force Renort, p. 33.
n, 61,

It should also be noted that courts unable to receive local or State funds administered
under LEAA’s block grant fuanding system could by-pass State guldelines by obtaining direct
funding from Washington through the LEAA discretionary grant program. There was, in
fact, virtually no State judiclal input in the use of discretionary funds, thus tending to
undglémingsahe effectiveness of a State’'s judicial planning process. Task Force Report.
pp. an .
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The separation of powers problems and the threat to judicial in-
dependence are most evident when it is recognized that in all instances
state courts must compete with executive agencies for any funds they
are to receive. As the Task Force observed : “Whether viewed in terms
of the block grant program administered through the states or the
discretionary grant program run from Washington, the need for judi-
cial competition with executive agencies in the LEAA programs has
created practical and policy problems of immense proportions.” ¢

State courts have had an additional problem in seeking LEAA
Tunds because of the fact that the “Safe Streets Act” was designed as
an effort to assist states in combating crime. With its emphasis on
law enforcement and corrections, LEAA has recognized—first by
administrative interpretation and later by Congressional enactment—
a program of federal support to state courts only under the theory
that state courts are a component of the criminal justice system.i”
This conceptual treatment of state courts has itself resulted in two
problems.

_First, current federal funding policy does not accord state judi-
claries their proper place within our scheme of federalism. State
courts are independent branches of states government charged with the
responsibility of adjudicating various types of disputes between indi-
viduals and the state. Unfortunately, within the framework of
LEAA-administered assistdnce, state courts have been seen as com-
ponents of a criminal justice system conceived of primarily as an
activity of the executive branch of government. But as Chief Justice
I’Anson testified before this Subcommittee :

Courts are not “components” of a criminal justice system
but, in the criminal functions, stand as an independent third
force between the police and the prosecutor on one side and
the accused on the other. This is not to say that the judiciary
cannot or should not cooperate with the executive branch
in seeking improvements in criminal justice. Judges obviously
do and should. But they should do so under conditions re-
specting the separation of powers.*

Second, funding courts only under the guise that they are compo-
nents of the criminal justice system completely disregards the fact

‘that in state judicial systems, the exercise of civil and criminal func-

tions are inseparable. Any court improvements sought for the criminal
functions of courts necessarily involve consideration of the civil
Tunctions as well. LEAA’s focus on criminal justice has thus made it
difficult for courts to undertake broadly based improvements which
would best serve the total justice system, criminal as well as civil.s®

- The problem was best stated by Chief Justice Sheran: “Efforts to

separate criminal and civil jurisprudence in state court systems to
comply with LEAA directives emphasizing measures to control crime

4 Tagk Force Report, p. 30, Testimeuy to this effect was also heard throughout the hear-
i)x;gs2 10n2 2S 2387. See specifically, the testimony of Chief Justice Sheran, Oct. 18, 1979,

47 It should be noted that despite the obvious fact that courts are an essential component
of the criminal justice system, court programs were not specifically provided for in the
oricinal LEAA enactment,

:g ’I[;ﬁ%timony of ‘Chief Justice I'Anson, Qct. 18, 1979, p. 5.

TR



o e

B

P .




340

25

lead to strained and unnecessary improvisations which are not cost
effective.” 50 . _

Finally, is should be noted that. as with all federal assmta,nrlc‘ti1 pro-
grams, the continued success of LEAA is not guaranteed. ; is is
particularly true at the present time. Qur country is arguably facing
the severest economic crisis since the Depression, prompting Congress
and the Administration to seek ways to decrease federal sl,)endmg and
balance the federal budget. If the Justice Department’s budget 1s
reduced as has been discussed, much of the reduction will likely com
from the grant program of LEAA. As a result, given that ofour&
receive only a small share of LEA A funds to start with, federal fun
ing to state courts would, for all intents and purposes, be dlscontlnueaf.
In this regard, it is imperative that the Congress not let a lack }(:
funds impair the ability of state courts to maintain and improve the
quality of justice that they dispense.

C.8.2387 and the State Justice Institute ' ‘

S. 2387 recognizes the substantial federal interest in seeking 1t?
maintain the quality of justice in state courts. More importantly,
however, the bill also recognizes the past difficulties that have arisen
with federal assistance to state courts and attempts to correct uhem.
The concept of a_State Justice Institute builds on the successes f?if
past efforts to assist state courts Whl.l(z attempting to aveid the diffi-

Ities that have plagued previous assistance. -

CuThis legislatiog c%eatesp a private non-profit corporation known as
the State Justice Institute. The stated purpose of the Institute is
“to further the development and adoption of 1mp§'0ved judieial ad-
ministration in state courts in the United States.” ** To accomphsh
this the Institute shall, among other things, direct a national pro-
gram of assistance by providing funds to state courts, national orga-
nizations which support and are supported by state courts, and any
other non-profit organization that will support and achieve the pur-

oses of thislegislation. _ .

P The Institut% shall be supervised by a Board of Directors, consist-
ing of eleven voting members. The Board of Directors is charged
with the responsibility of establishing the policies and funding pri-
orities of the Institute, issuing rules and regulations pursuant to such
policies and priorities, awarding grants and entering into cooperative
agreements to provide funds to stat; co?'t systems, as well as other
ies consistent with its supervisory function. .

du}i‘he Committee feels thaIf): a clear Congressional recognition of the
separation of powers principle in the function of state governments
and the Constitutional requirement of an independent ]uc‘hcmry 18
essential for any successful program of federal assistance. ’Iherefoxgeg
S. 2387 provides that funding decisions for court improvements °
made through the independent State Justice Institute by a Board o

Directors that is composed primarily of representatives of state ]u:
diciaries. Six judges and one state court administrator will serve
on the Board along with four members from the public. The 1?1681%
dent shall appoint the judges and court administrator from a list o

o Testimony .f Chief Justice Sheran, Oct. 18, 1979, pp. 21, 22. -
51§, 2387, s¢> 4(c).
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at least. fourteen individuals submitted by the Conference of Chief
Justices. Thus, any fear of executive branch control over the use of
Federal funds does not exist under S. 2387.

A Board of Directors composed of representatives of state ju-
diciaries also provides an important mechanism for prioritizing state
court programs that are to receive federal funds, By being supervised
by a Board of Directors possessing a first hand, working knowledge
of state judiciaries, the State Justice Institute will be able to set
priorities and policies for the distribution of federal funds to state
court systems based upon established judicial priorities and needs
rather than upon assumed needs as perceived by federal or state
executive agencies. Decisions by the Board will thus be made after
a realistic appraisal of the need and merit of services rendered.

The executive and administrative operations of the Institute shall
be performed by an Executive Director. The Executive Director is
to be appointed by the Board of Directors and shall serve at the
pleasure of the Board. The Director shall also perform such duties
asare delegated by the Board. .

Discretionary federal funds that are available to achieve the kind
of assistance to state courts that is contemplated by S. 2387 are present-
ly administered by a variety of bureaus and subdivisions of the federal
government. By giving the State Justice Institute the authority to
award grante and enter into cooperative agreements or contracts to
insure strong and effective state courts, S. 2387 reflects the Committee’s
desire to avoid duplicative and overlapping efforts by the various
federal funding sources by providing a clear route of access for state
court planners. The responsibility of the State Justice Institute to
establish priorities in the use of federal funds will allow state court
systerns to receive federal assistance based on a coordinated high
rriority basis rather than a basis of priorities established separately
by various federal agencies. Proven programs would thus be spread
to niore and more states and a more effective use of federal funds will
result.

S. 2387 authorizes the State Justice Institute to award grants and
enter into cooperative agreements or contracts in order to, among
other things, conduct research and demonstrations, serve as a clear-
inghouse and information center, evaluate the impact of programs
carried out under this Act, encourage and assist in the furtherance
of judicial education, and to be responsible for the certification of
national programs that are intended to aid and improve state judicial
systems. The Act specifies a variety of programs that will be eligible
for assistance from the Institute including those proposing alternatives
to current methods of resolving disputes, court planning and budget-
ing, court management, the use of non-judicial personnel in court
decisionmaking, procedures for the selection and removal of judges
and other court personnel, education and training programs for judges
and other court personnel; and studies of court rules and procedures.
By authorizing the Institute to provide financial assistance to state
courts “to assure each person ready access to a fair and effective system
of justice,” the Act reflects the Committee’s intention of not making
distinctions between the civil, criminal and juvenile functions of courts

regarding the use of funds. Courts will thus be able to undertake the
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kinds of programs that will have a beneficial impact on the judiciary
as a whole, rather than couching t:hem as primarily intended to im-
rovo only the criminal justice system. o
P %qu(z)zll}}rr important, bg,cause og the federal recognition of the separate
and independent nature of state judiciaries, S. 2387 removes the com-
petition between state judiciaries and state executive agencies for
federal assistance. By directing a national program of assistance
specifically for the improvement of state courts, and by prov1d1nlg
for judicial input into funding decisions, S. 2387 will create a much

-more favorably climate for the exercise of the judiciaries’ proper

role in planning and administering any expenditures in their respec-

ive state court systems. ]
‘ It ig importagt to recognize that, while state and local courts will
be the principal recipients of assistance under this Act, S. 2387 also
recognizes the contributions made by existing national organizations
that serve state judicial systems, notably the general support activities
of the National Center for State Courts, and the educational programs
of the National Judicial College and the Institute for Court Manage-
ment. These organizations have been extremely important in bringing
national resources and perspectives to bear on matters of critical con-
cern to all state court systems and their activities would receive con-
tinuing support from the SJI. The research activities of the Institute
for Judicial Administration and the American Judicature Society
also illustrate the kind of assistance needed by many states.

Two amendments proposed by Senator Thurmond were adopted
during full Committee consideration of the bill. His first amendment
added specific language to insure that the Institute does not in any
way interfere with the independent nature of the state courts. The
amendment also prohibits Institute money from being used for the
funding of regular judicial and administrative activities other than
pursuant to the terms of a grant, cooperative agreement, or contract
with the Institute, consistent with the requirements of this Act. The
purpose of this addition is to reflect the Committee’s intent that the
Institute is not to provide basic financial support for state courts.
Funding for regular judicial and administrative activities may only
be given in the context of a specific contract or agreement, the pur-
pose of which is to improve a state or local judicial system. The
Committee would also like to make it clear that the Institute and a
state or local judicial entity may not enter into an agreement or con-
tract simply to provide financial assistance rather than to fund a
specific program, project, or study to improve that judicial entity.

The second Thurmond amendment added a requirement that the
state or local judicial systems receiving funds administered by the
Institute provide a matching amount equal to twenty-five percent of
the total cost of the particular program or project. The amendment
turther provides that in exceptionally rare circumstances this require-
ment may be walved upon approval of the chief justice of the highest
court of the state and a majority of the Board. This amendment re-
flects the Committee’s bellef that state and local systems be required
to assume some responsibility for programs designed for their benefit.
It is further contemplated that the waiver provision be utilized only
in very rare circumstances.
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In sum, the State Justice Institute would provide funds for research
and development programs with national application which would be
beyond the resources of any single judicial system. It would build
on the LEAA experience, but would insure that any federal support
is administered in the best and most efficient way possible to produce
continued state court improvement. The State Justice Institute would
furnish a sound basis of support for the national organizations that
have been successful in providing support services, training, research
and technical assistance for state court systems. By establishing a
mechanism such as the State Justice Imstitute to provide financial
assistance to the state courts, it is not the Committee’s intent to sug-
gest that primary responsibility for maintenance and improvement
of state courts does not remain with the states themselves. The State
Justice Institute would not fund or subsidize ongoing state court
operations, but rather would spotlight problems and shortcomings
of our state judiciaries, provide national resources to assist in correct.
ing them, and make the appropriate state judicial officials responsible
for their solution. Even though federal assistance to state courts would
be modest compared to the basis financial support given them by state
legislatures, federal financial contribution through the State Justice
Institute can provide a “margin of excellence,” and thus improve

significantly the quality of justice received by citizens who are af-
fected by state courts.

V. SECTION-BY-SECTION ANALYSIS

Section 1—Short Title

This Act may be cited as the “State Justice Institute Act of 1980.”
Section 2—Findings and purpose

This section contains the findings and declarations of Congress
regarding the federal interest in maintaining the quality of justice
dispensed by state courts, the programs necessary for state courts to
deliver a high quality of justice, and the need for federal asgistance
to state courts to aid in carrying out such programs.

Section 2 also states the purpose of S. 2387 , which is “to assist the
state courts and organizations which support them to obtain the re-
quirements . . . for strong and effective courts through a fundin
mechanism, consistent with doctrines of separation of powers an

federalism, and thereby to improve the quality of justice available to
the American people.”

Section 3—Definitions

Section 8 contains the definition of various terms used throughout
the Act.

Section j—E'stablishment of Institute 5 duties

This section establishes the State Justice Institute as a private non-
profit corporation in the District of Columbia to promote improve-
ments in state court systems in a manner consistent with the doctrines
of federalism and the separation-of-powers. The Institute is authorized
to provide funds to state courts and national organizations working
directly in conjunction with state courts to improve the administra-
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tion of justice, as well as other non-profit organizations working in the
field of judicial administration. The Institute also is assigned a liaison
role with the federal judiciary, particularly as to jurisdictional issues,
and is authorized to promote training and education programs for
judges and court personnel. The Institute is specifically barred from
duplicating functions adequately being performed by existing non-
profit organizations such as the National Center for State Courts and
the National Judicial College.

Section 5—Board of directors

This section provides for an eleven-member board of directors to
direct and supervise all activities of the Institute. The board will
establish policy and funding priorities, approve all project grants,
and appoint and fix the duties of the executive director. The Board
will make recommendations on matters in need of special study and
coordinate activities of the Institute with those of other governmental
agencies.

The board will consist of six judges and one state court administra-
tor appointed by the President from a list of at least fourteen candi-
dates submitted by the Conference of Chief Justices after consultation
with organizations and individuals concerned with the administration
of justice in the states. Four non-judicial public members will be ap-
pointed directly by the President. A1l members will be selected subject
to the advice and consent of the Senate. They must represent a variety
of backgrounds reflecting experience in the administration of justice.
It is expected the judicial members will be representative of trial as
well as appellate courts and rural and urban jurisdictions. The Board
will select a chairman from its own voting membership and will serve
without compensation.

Section 6—Officers and employees

This section authorizes the executive director to conduct the execu-
tive and administrative operations of the Institute under policy set
by the Board. It provides that the Institute shall not be considered an
instrumentality of the federal government but permits the Office of
Management and Budget to review and comment on its annual budget
request to Congress. It also provides that officers and employees of
the Institute are not to be considered employees of the United States
except for determination of fringe benefits provided for under Title 5,
United States Code, and for freedom of information requirements
under Section 552 of Title 5.

Section 7—Grants and contracts

This section establishes the Institute’s funding authority and out-
lines the types of programsit can support. It provides that the Institute
will, to the maximum extent possible, conduct its operations through
the courts themselves or the national court-related organizations estab-
lished to provide research, demonstration, technical assistance; edu-
cation and training programs for them. Thus, it assures that the
Institute will be a small developmental and coordinating agency rather
than a large operating agency with its own in-house capabilities. The
Institute is authorized to award grants and enter into cooperative
agreements or contracts on a first priority with state and local courts
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and their agencies, national non-profit organizations controlled by
and operating in conjunction with state court systems, and national
non-profit organizations for the education and training of judges and
court personnel. o
Funds also can be provided for projects conducted by institutions
of higher education, individuals, private businesses and other public
or private organizations if they would better serve the objectives of
the act. In keeping with the doctrine of separation of powers and the
need for judicial accountability, each state’s supreme court, or 1its
designated agency or council, must approve all applications for fund-
ing %y individual courts of the state and must receive, administer and
be accountable for project funds awarded to courts or their agencies
by the Institute. ]
The Institute is authorized to provide funds for joint projects with
the Federal Judicial Center and other agencies as well as for research,
demonstration, education, training, technical assistance, clearinghouse,
and evaluation programs. Such funds may be used for fourteen specific
types of programs including those which would propose alternatives
to current methods for resolving disputes; measure public satisfaction
with court processes in order to improve court performance; and test

and evaluate new procedures to reduce the cost of litigation. Other

eligible programs would include those involving the use of non-judicial
personnel in court decisionmaking; procedures for the selection and
removal of judges and other court personnel; court organization and
financing ; court planning and budgeting ; court management ; the uses
of new technology in record keeping, data processing, and reporting
and transcribing court proceedings; juror utilization and manage-
ment; collection and analysis of statistical data and other information
on the work of the courts; causes of trial and appellate court delay;
methods for measuring the performance of judges and courts; and
studies of court rules and procedures, discovery devices and eviden-
tiary standards. The section also requires the Institute to provide for
]rononitoring and evaluation of its operations and of programs funded
y it. '

Finally, through an amendment offered by Senator Thurmond this
section requires that any state or local judicial system receiving funds
administered through the Institute provide a matching amount equal
to twenty-five percent of the total cost of the particular program or
project. This requirement may be waived, however, in exceptionally
rare circumstances upon the approval of the chief justice of the high-
est court of the state and a majority of the Board.

Section 8—Limitations on grants and contracts

This section requires the Institute to insure that its fund are not
used to support partisan political activity or to influence executive or
leaislative policy making at any ievel of government unless the In-
stitute or fund recipient is responding to a specific request or the meas-
ure under consideration would directly affect activities under the act
of the recipient or the Institute.

Section 9—~Restrictions on activities of the Institute

_This section bars the Institute itself from participation in any
litigation unless the Institute or a grant recipient is a party and bars
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any lobbying activity unless the Institute is formally requested to
present its views by the legislature involved, the Institute is directly
affected by the legislation, or the legislation deals with improvements
in the state judiciary in a manner consistent with the act.

Further, through an amendment offered by Senator Thurmond, this
section specifically prohibits the Institute from interferring with the
independent nature of state judicial systems and from allowing sums
to be used for the funding of regular judicial and administrative
activities of any state judicial system other than pursuant to the terms
of any grant, cooperative agreement, or contract with the Institute,
consistent with the requirements of the Act.

Section 10—Special procedures

This section requires the Institute to establish procedures for notice
and review of any decision to suspend or terminate funding of a
project under the Act.

Section 11— Presidential coordination

This section authorizes the President to direct that appropriate sup-
port functions of the federal government be available to the Institute.

Section 12—Records and reports

This section authorizes the Institute to prescribe and require of
funding recipients such records as are necessary to insure compliance
with the terms of the award and the Act. It requires that any non-
federal funds received by the Institute or a recipient be accounted for
separately from federal funds.

Section 13— Audit

This section requires an annual audit of Institute accounts which
shi: * be filed with the General Accounting Office and be available for
public inspection. It also provides that the Institute’s financial transac-
tions may be audited by the General Accounting Office in accordance
with such rules and regulations as may be prescribed by the Comp-
troller General of the United States. The Comptroller General will
make a report on the audit, together with any recommendations
deemed advisable, to the Congress and to the Attorney General. Simi-
lar auditing requirements are preseribed for recipients of funds from
the Institute.

Section 14— Authorization

This section provides that there are authorized to be appropriated
for fiscal year 1982 such sums as may be necessary to carry out the
provisions of this Act. '

V1. REGULATORY IMPACT STATEMENT

In compliance with Paragraph 5, Rule XXIX, of the Standing
Rules of the Senate, it is hereby stated that the Committee has con-
cluded that the bill will have no direct regulatory impact. The State
Justice Institute is merely a funding agency and has been specifically
designed to prevent any regulation of the beneficiaries of funds ad-
ministered through it. :
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VII. CONGRESSIONAL BUDGET OFFICE ESTIMATE

U.S. Conacress,
ConaressioNaL Bupeer OFFICE,
Washington, D.C., July 1, 1980.
Hon. Epwarp M. KEnNEDY,
C hairman, Commiittee on the Judiciary,
U.S. Senate, Washington, D.C.

Dear Mr. CEaRMAN : Pursuant to Section 403 of the Congressional
Budget Act of 1974, the Congressional Budget Office has reviewed
S. 2387, the State Justice Institute Act of 1980, as ordered reported
by.the Senate Committee on the Judiciary, June 24, 1980.

The bill establishes a nonprofit corporation, the State Justice Insti-
tute, to administer a system of grants and contracts to aid State and
local governments in strengthening and improving their judicial

systems. The Institute is headed by an 11-member Board of Directors,

appointed by the President, and an Executive Director. It is esti-
mated that the basic cost of establishing the Institute, the Board of
Directors and the Office of the Executive Director will be about
$200,000 per year, including personnel, travel and overhead costs. Any
further administrative costs and the costs of contract and grant
awards are impossible to determine until the scope of the program is
more specifically defined.

Sincerel
v Avice M. Rivuin, Director.
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ADDITIONAL VIEWS OF SENATOR THURMOND

state courts in this nation are, without doubt, the cornerstone
onTsr}iich our system of justice is based. As the Committee Report
explains, the state courts handle over ninety-six percent of all cases
tried in the United States. In light of the obvious importance of the
state judicial systems, no one could argue against efforts to correct
serious problems in those systems and to make needed improvements.
The key issue, and the source of my concerns regardin the State
Justice Institute Act, is who should be primarily responsible for 1de}1)1—
tifying and resolving these problems——partlcular_'ly who shou.ld e
financizlly responsible. The states have, In my opiniom, the pmmadr;gl
responsibility to adequately maintain and to iImprove their ml?vn %uth-
cial systems. I would prefer therefore that the states bear 2 1 of the
financial burden involved, not only because I believe that 1t 18 thefl;
basic responsibility,c‘{)ut alsi) becatusi fihe independence of the sta
rudiciaries is more adequately protected. . -
]u'(]l:lg;oled have to conc%de, hgvgever, that there 1s some Federal inter-
est involved in maintaining and improving the quality of justice In
the state courts. State courts are, after all, charged with the respon-
sibility of interpreting and enforcing not only their own state éaws,
but also the Constitution and laws of the United States. As the Com-
mittee Report points out, there are thousands of state court cases }1111
which Federal issues are raised which will never by reviewed by the
United States Supreme Court. Lack of direct review of these cases
makes it imperative to maintain a very high quality of performance
in the state courts. Aside from the fact that state court judges rou-
tinely rule on Federal issues, tb_e.Fefdera,l government also h&f some
obligation to assist the state judiciaries because actions by the orml;ar
have added significantly to the workload of the latter. Decisions by
the United States Supreme Court, as well as the passage of Iaumeroug
pieces of legislation by Cﬁngreis, havis added to the burdens an
ibilities placed on the state courts. ) .
re%)loalzlcsildbiltlion topreco nizing that there is some Federal 1111:«'31'est},1 in &r;d
obligation to improving state judicial systems, I would alslo_ aV(la 0
acknowledge that there has already been extensive Federa flﬁ‘wg Vei
ment in this area. Over the last decade, a significant amount o he Ie:ra
money has been funneled into state courts, primarily through the ! Eﬁv
Enforcement Assistance Administration. In ll%ht of the fact E a tg
Federal government has been giving and probably will con 1ml1§ h
oive financial assistance to the state judiciaries, I believe 1t vIvout d te
zf)refera,ble to utilize a mechanism such as the State Justice Institute
to dispense such funds. The Institute represents a significant iriproz}?é
ment over LEAA from a separation of powers standpoint. Also,

structure of the Institute—specifically having a Board of Directors

composed of state court judges, administrators, and interested mem-
(33)
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bers of the public—will probably provide more protection to the
independence of the state court systems.

Because of the considerations set forth above and with the accept-
ance of two Thurmond Amendments during Full Committee con-
sideration, I decided not to oppose this legislation. The primary
change which I made in S. 2387 was the addition of a requirement
that the state or local judicial systems receiving funds provide a
matching amount equal to twenty-five percent of the total cost of
a particular program or project. I think it is only fair that state and
local systems be required to assume some financial responsibility for
programs designed for thelr benefit. It is imperative, in my opinion
to make it clear to oZl state and local governmental entities, as well as
those within the judicial branch, that the Federal government cannot
and should not foot the entire bill for whatever improvement pro-
grams or projects state and local governments wish to engage in, no
matter how helpful or necessary those programs may be. I am sure
that I need not remind my colleagues that we should all be analyzing
these assistance programs from a fiscal point of view, keeping in mind
that for the first time in a number of years we are attempting to
balance the Federal budget. Aside from the need to reduce Federal
spending, T believe that state and local financial participation would
help to preserve the independence of those judicial entities receiving
Institute funds. Having to provide a portion of the funding may also
increase interest in the project or program and may stimulate efforts
to spend the money wisely and efficiently.

In our discussions concerning the addition of a matching fund re-
quirement to this bill, Senator Heflin expressed the concern that there
may be certain very unusual circumstances under which the state
or local judicial entity involved may be unable to provide twenty-five
percent of tiie total cost of a needed project or program. Consequently,
language was added allowing a waiver of the matching requirement
in exceptionally rare circumstances, upon the approval of the chief
justice of the highest court of the state and a majority of the Board
of Directors. I would like to emphasize that it is both Senator Hef-
lin’s and my intent that this waiver provision be utilized only in
very rare circumstances.

My second amendment accepted during Full Committee of S. 2387
added language to the section of the bill entitled “Restrictions on
Activities of the Institute.” This language was aimed at protecting
the independence of the state judiciaries by straight-forwardly pro-
viding that the Institute shall not “interfere with the independent
nature of any state judicial system.” In addition to this blanket pro-
hibition, this amendment prohibited any sums being used for fund-
ing of regular judicial and administrative activities of any judicial
system unless such funding were provided pursuant to a contract
or agreement, consistent with the requirements of the Act. My pur-
pose in adding this ianguage is to assure that Federal money from
the Institute is not used to provide basic financial support to the
state courts. Whenever Federal money is used to fund regular judi-
cial and administrative activities, such financial assistance should
only be given in the context of a specific research program or demon-
stration project designed to improve state court systems. It should
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be absolutely clear that no grant or contract entered into by the
Institute and a state or local entity could provide merely for financial
assistance to a state court system without such assistance being tied to
a specific program or project to improve that system. _

As I explained earlier, the inclusion of these changes, particularly
the addition of a state and local matching fund requirement, plus
the recognition of some legitimate Federal interest in improving state
court systems led me to conclude that I could support the State In-
stitute Act of 1980. I would like to thank the distinguished Senator
from Alabama for his responsiveness to my concerns regarding this
legislation and for his acceptance of my amendments to alleviate

these concerns.
StroM THURMOND.

Senator HErLIN. Judge Cooke, would you like to start?

STATEMENT OF HON. LAWRENCE H. COOKE, CHIEF JUDGE,
STATE OF NEW YORK, CHAIRMAN, COMMITTEE ON FEDERAL-
STATE RELATIONS OF THE CONFERENCE OF CHIEF JUS-

TICES

Judge Cookk. The lead position is taken by Judge Utter, but I
will be glad to begin if you like.

I have submitted a brief written statement which is in the form
of a syllogism in support of the approval of the State Justice
Institute. I might say, Mr. Senator, as chairman of the Federal-
State Committee of the National Conference and chief judge of the
State of New York, I ask for the approval of the legislation which
would create a National Justice Institute.

I am sure you are familiar with the fact that our State, New
York, has one of the largest judicial systems in the Western Hemi-
sphere. We have 3,500 judges and have had 9,500 nonjudicial per-
sonnel in the last 2 years in the major courts of record of our State.
That would include about 1,000 of the 38,500 judges. We had 2
million indictments, actions, and proceedings filed. Our judicial
operating budget in New York is now about $0.5 billion.

In recent years we feel we have accomplished a great deal in the
line of court reform, particularly in reducing delay.

Last year, as the result of a plan we instituted, the delay of civil
cases in our State was reduced about 22 percent.

The number of cases in New York City, the backlog, was reduced
almost 36 percent. However, there is much to be done in our State
and there is much to be done in the other States throughout the
length and breadth of our land, not only in the larger States,
populous States, but in smaller States, not only in urban areas but
rural areas.

For ourselves, and I am sure I speak for other States as well,
much must be done in the area of uniform rules of practice. We
have a particular problem with a need for alternative means of
dispute resolution, particularly in the area of tax certioraris where
in some areas of our State there is a backlog as much as 5 years.

¥
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We are having problems with judicial i i
) ble: judicial impact statement

thebleglslature wants in huge numbers, and we are trying toS ngl};;i?
as best we can. We want to institute a judicial academy such as T
be%l‘;ave ex1sti in y?ur own State of Alabama.

¢ are asking for a review of lawyer discipline throughout
St‘f‘te, New York being one of the two or three States in tghe Un(i)él;
W V%’Ch does nothha\{e a unified or statewide system.

© are now having a great rush of indictments in our Stat
i‘gxé gg éf“érsi:’ e11'62v§eeks of t1981 theh indictments increased thrgueg,h%?lcti:

ercent o i i

peri"i}(:d Oéﬂf’ b é)ar. ver what they were in the corresponding

18 deluge of indictments throughout the Stat
dr%‘srse% b{ %Clﬁnléted reso%\l}ces in manpower and mona:e; must be ad-

e fee at we in New York, and the other judici 1
22;%351h%1;t 1‘tlzhef lengtht.anti breadth of the UnitedJ Statgs Sl};zg?im:.

nk of experti i i ’

COI‘%I"t ooank o pertise to supply assistance in every aspect of

e feel that a State Justice Institute would act

: as the umb
prdi_;h_e hub around which the other judicial systems and thré1 011';(}311(13?
,2; e11;1;';1,1 systell(lils courtls WOélldhaCt and this hub, or central operating
» would parcel out the inf i i
syitertr;ls asdtlrlley parcel out, niormation and expertise to the
ust as delay of justice is a denial of justice, we feel i
the esgLabhsbmgen’c of the State Justice Institute Woul(?iebeal ;iz(f I:zlf?‘}ec(t);f
a denial of justice in substantial areas of our country. ’ ’
. We feel Congrgs_s should fulfill and the whole country should
ulfill its responsibility of establishing justice, which after the for-
%a‘mfon1 of the Union is the primary objective of our Government.
inela fee it is a m(l))ral and Iegal duty, and this can be accomplished
Tha%rl kn;’gffure y supporting the State Justice Institute.

[The prepared statement of Judge Cooke follows:]

81-714 0—81——24
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PREPARED STATEMENT OF CHIEF Junek LawReNcE H, Cooke

A syllogism for creation of the State Justice Institute

given before the Senate Judiciary Subcommittee, May 18, 1981

The syllogism is simple and convincing.

4
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Thesg §hifts, together with the normal increase
in litigation, call for careful development of
new safeguards, more efficient procedures, and
more up~to-date programs of continuing education
for state judiciaries. With the demise of the
L§w Enforcement Assistance Administration, there
will be no national agency providing financial
Support, impetus and guidance for the strengthen-~
ing of state judicial systems.

THEREFORE, THE CCNGRESS SHOULD ENACT LEGISLATION

I. THE ESTABLISHMENT OF JUSTICE, THE PRIMARY OBJECTIVE

OF THE UNION AND INDEED OF CIVIL SOCIETY ITSELF, IS DEPENDENT : CREATING THE STATE JUSTICE INSTITUTE WITHOUT DELAY - LEGISLATION

UPON THE QUALITY OF JUSTICE DELIVERED BY THE COURTS OF THE STATES. UNANIMOUSLY SUPPORTED BY THE CONFERENCE OF CHIEF JUSTICES AND THE

The preamble of the Constitution lists the estab- CONFERENCE OF STATE COURT ADMINISTRATORS.
lishment of justice as the first stated purpose
after the formation of the Union itself. Madison
wrote in The Federalist NMo. 51: '"Justice is the

end of government. It is the end of civil society."
As far as the individual is concerned, Woodrow
Wilson saw "a constitutional government [as being]

TheFe is a crying need for efficiency, for moderni-
zation and court reform - in large and small states
in urban and rural regions. Limited available couré
resources must yield their full potential,

A State Justice Institute would furnish advanced

as good as its courts; no better, no worse."

State courts handle over 96 percent of the nation's
cases and therefore predominate with direct influ-
ence over the quality of judicial dispositions in
the United States (see¢ memorandum of Nora Blair

of the National Center for State Courts to Francis
J. Taillefer, Project Director, and National Courts
Statistics Project, dated April 16, 1979 and on

study and planning. It would assist in securing

a fairer and less duplicative allocation of juris-
diction in the federal-state relationship. It
would result in greater harmony between federal

and state court systems. It would afford an oppor-
tunity for cross-pollination of judicial thinking
a?d an appraisal of innovations. It would systema-~
tize judicial research, demonstration, education,

training and national clearing-house programs.

Just as justice delayed is an injustice, denial

9f a State Justice Institute effects a denial of
Jjustice in substantial judicial areas of the nation.

file at National Center for State Courts, indicating
that 98.8 percent of the then current cases were
handled in state courts).

II. THE CREATION OF THE STATE JUSTICE INSTITUTE WOULD “
ASSIST STATE COURTS IN FULFILLING THEIR RESPONSIBILITIES AND

OVERCOMING THEIR HEAVY BURDENS. .

Congress has relied with increasing frequency

on the state judiciaries to implement its policies
and enactments in areas such as civil rights,
clean air standards, welfare and unewmployment
insurances eligibilities, school lunch programs ¢ @
and even speed limits. There is a narrowing of
federal court jurisdiction which diverts increas-
ing numbers of cases to state courts. Numerous
United States Supreme Court decisions have extend-
ed procedural due process protections in criminal,
civil, juvenile and mental health proceedings.
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Senator HerFLIN. Justice Utter?

STATEMENT GF HON. ROBERT F. UTTER, FORMER CHIEF JUS-
TICE, SUPREME COURT OF STATE OF WASHINGTON; CHAIR-
MAN, TASK FORCE ON THE STATE JUSTICE INSTITUTE ACT
OF THE CONFERENCE OF CHIEF JUSTICES

Justice UrTer. Senator, members of the subcommittee, the an-
ference of Chief Justices, and the Conference of State Court Admin-
istrators once again express our delight and pleasure at the privi-
lege of appearing before this subcommittee. Each of us has had the
pleasure of testifying before on the merits c. the State Justice
Institute Act—Mr. Adkins and I, along with others, in the TSenaL'e,
and Chief Judge Cooke and I, among others, in the House. We will
not, therefore, attempt to make a detailed statement at this time.
The reports of the proceedings last year, as you have noted, are
part of this record, and I have additionally filed my formal re-
marks with this committee. ' .

With few exceptions, the existing record that is before this com-
mittee today provides a full accounting of the developments which
bring us before you. First, we want to express our thanks to the
Senate, to the members of this subcommittee in particular, for the
respectful consideration given us last year and your encourage-
ment in particular, Senator, both as the chief justice and now as a
member of this honorable Senate. Your understanding of the par-
ticular problems of State courts is important. .

1 think more to the point is the understanding of the delicate
and difficult interrelationship between the Federal system and the
State system, difficulties understood by few but difficulties which
are many and complex. It is as to those we wish to address our
comments today.

HISTORY OF STATE-FEDERAL COURT EFFORTS

We feel, as obscure sometimes as these are, that there has been a
shift of opinion in recognizing that State courts and F_ederal courts
must work more closely together. That State courts, in effect, are
an arm of congressional policy and if they do not operate effective-
ly and fairly, we defeat the legitimate aims of this Senate and of
the House. o

There are many reasons for shift in opinion that a Federal
agency may in fact have something it can offer to State courts.
Most influential was our experience with the old Law Enforcement
Assistance Administration, the first and only Federal agency to
provide substantial funds for the improvement of State court sys-
tems. This experience coincided with a number of developments
which increasingly directed the attention of State judges in the
direction of Washington to the activities of Congress and the execu-
tive agencies as well as the decisions of Federal courts. _

We are all aware of the concerns expressed about the growing
overlap in jurisdiction between the State and Federal systems and
the very legitimate fear of some that Federal judicial power may be
expanding in a manner inconsistent with our traditional system of
federalism. _

The State Justice Institute legislation is premised on the belief
that improvement in the quality of justice administered by the

&)
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States is not only a goal of fundamental importance in itself but is
essential to attainment of important national objectives, including
a reduced rate of growth in the caseload of the Federal courts and
preservation of the historic role of State judiciaries in our Federal
system.

We believe the legislation, by providing a basis for dealing with
these complex issues, is a landmark of major significance in the
history of our justice system. It would create a unique national
resource to meet a unique national need.

As you know—and Chief Justice Cooke alongside me is a prime
example of this—State courts not only process the overwhelming
majority of the cases in our State-Federal judicial system but also
under the supremacy clause share with the Federal courts respon-
sibility for ;rotecting the rights of all citizens under the Constitu-
tion and laws of the United States.

tate courts existed before the Federal courts, and the Federal
Constitution, in explicitly providing for only the U.S. Supreme
Court, anticipated at the time this Nation was founded that State
courts would be the courts of original jurisdiction for Federal as
well as State law questions. That existed in practice until shortly
after the Civil War.

State courts, in fact, did hear Federal question cases for the first
100 years of our national life. It was not until the Federal Judici-
ary Act of 1875 that these cases were moved to the Federal courts.

However, despite the growth of the Federal system, State courts
remain the courts that touch our citizens most intimately and most
frequentiy and it is from that experience in State courts as liti-
gants, jurors, witnesses, or spectators that the vast majority of our
citizens make their judgments as to the strengths, weaknesses, and
fairness of our judicial system.

To the average citizen it does not matter whether the court is
State or Federal as long as it resolves their problem. Their concern
is with the fairness and effectiveness of the judicial process.

It has been our very deep concern as State chief justices that we
improve this system, and this has led to the formation of the State
Justice Institute, with your encouragement as well as that of other
Members of this honorable Senate.

I should note, first of all, that the act was framed and submitted
to the Senate at a time when LEAA was still in existence. Thus,
the bill was drafted to accommodate the Institute to the existing
LEAA structure. It can stand alone at this time, but it also could
be modified to complement any new program that might be devised
to replace LEAA’s block-grant program.

My formal comments describe in some detail what the act will
not do. I will not repeat any of that. I should only point out
amendments offered by Senator Thurmond and accepted by the
Conference of Chief Justices strengthened the act and met concerns
the act dealt with in some areas.

This is not a State court assistance bill in the sense that it will
do things for State courts that they should do for themselves. That
was the point of Senator Thurmond’s amendments, and those were
accepted with alacrity by us.
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AREAS OF IMPROVEMENT TO BE ADDRESSED

I think I would like to skip in my formal remarks to indicate the
nature of the areas we hope to address with this bill.

It is clear the initial effort under a State Justice Institute Act
would be directed primarily at national programs with broad appli-
cation to all or numerous States. These include national clearing-
house, technical assistance, research and training programs which
provide the most cost-effective basis for developing and sharing
expertise and experience on a broad range of efforts essential to
mo:lernization of State court systems.

This is needed because courts, particularly in States with unified
systems—and again New York State is a prime example of this—
are becoming big business. They include adoption and maintenance
of sound management systems with efficient mechanisms for plan-
ning, budgeting, and accounting, the use of modern technology for
the managing and monitoring of caseloads, and the development of
reliable statistical data.

Assistance also would be provided to State systems seeking
means to improve methods for selection and retention of qualified
judges to conduct educational and training programs for judicial
personnel, much as Chief Justice Cooke has indicated they would
hope they could do now in New York, to increase citizen involve-
ment in dispute resolution, to guarantee greater judicial account-
ability, and to structurally reorganize judicial systems.

While reliable data on the caseloads of State court systems has
not been available historically, it is clear these systems have been
subjected to the same complex of forces that has led to burgeoning
caseloads in the Federal courts. States caseloads have become so
burdensome, in fact, as to threaten a breakdown of judicial systems
in major metropolitan areas.

The problems facing State systems are varied and long standing.
They involve structural and managerial shortcomings as well as
qualitative factors in the performance of the basic judicial func-
tions. But as various as the problems may be, they tend to be
shared by State courts throughout the Nation and are amenable to
solution through shared national resources if made available on a
continuing basis. An important start at providing continuing serv-
ices has been made by the National Center for State Courts in
Williamsburg, Va., and the National Judicial College in Nevada.

It is the need we see for an independent agency that underlies
our entire approach, and it is because we see the need as national
that we turn to the National Government for our support in these
areas.

CURRENT STATE-FEDERAL COURT INTERRELATIONSHIP

While the administration of justice is the most fundamental of
State responsibilities, the functioning of State courts is, under the
supremacy clause, inextricably intertwined with that of the Feder-
al courts and is increasingly being affected by congressional enact-
ments. This point has been made by a number of observers, includ-
ing Professor Meador who has stated what we all understand and
recognize, and that is that the administration of justice ‘‘is increas-
ingly becoming an undivided whole, a seamless web,” because of
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“the increasing overlapping of jurisdictions between courts of the
States and courts of the Union.”

In both civil and criminal matters, he said, “State courts today
are, to an unprecedented degree, engaged in deciding Federal law
issues.” In view of this fact, he added, the Federal Government can
hardly be indifferent to the quality of justice in the States.

This point was also stressed by the task force report filed by the
Conference of Chief Justices which found in virtually all State civil
cases the Federal Government is completely dependent upon State
courts to implement fundamental Federal policies.

I know I have seen this as a State court judge serving at all
levels. I know Chief Justice Cooke has seen the same thing as well
in his service in New York.

This is not intended to argue that the Federal Government could
or should reirnburse States as quid pro quo. It is only to state the
obvious, that what the Congress and Federal courts do heavily
impacts State courts, and what would State courts do or sometimes
tragically cannot do does affect the entire Federal system.

The fact of the seamless web points to a Federal interest in the
quality of justice in the States, and this Federal interest, we be-
lieve, combined with the many benefits that a State Justice Insti-
tute could offer to the Federal Government as well as the State
courts collectively, makes it a legitimate national function and
responsibility.

There is now no organization or procedure through which the 55
separate State and territorial legislatures can act in concert on a
program such as we propose, and it is for this reason that national,
not just State, legislation is needed to upgrade the quality of justice
serving both State and Federal governments. Nor is there a prece-
dent, to my knowledge, for the program we propose. However,
there is an abundant—many would say too abundant—precedent
for Federal involvement in such a national program. We believe
this precedent would serve the national interest well.

Among other things, the work of the State Justice Institute
would implement and enhance the work of the Federal Judicial
Center, the National Institute of Justice, and the Bureau of Justice
Statistics.

We feel it will provide a vehicle by which the Department of
Justice and Judiciary Committees of the Congress can factor the
role of State courts into their thinking as they consider legislation
impacting on the total judicial system, State as well as Federal.

In summary, the State Justice Institute has been proposed by
State justice leaders as a mechanism for which they can focus
attention on common issues facing them which deal with these
issues in the most appropriate and efficient manner.

Our experience with LEAA funding, however brief, taught us
that we could accomplish much even with limited amounts of
discretionary money. This is money we have not been able to
obtain from State legislatures because, as I have indicated, they
focus on only State issues, while the role of the State courts serves
Federal purposes in addition to its State role.

Professor Rosenberg has commented on what he called the errat-
ic thriftiness of the State legislatures, and those Members of Con-
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gress who have dealt with them I know understand the point of
that comment.

Programs for judicial improvement or reform, as those of us here
know to our regret, have rarely, if ever, attracted significant grass-
roots support. It is the failures of the State justice system, not its
ipruggles to succeed, that attract national and local media atten-

ion.

The work of this committee, the work of Chief Justice Cooke, the
work of the National Conference of Chief Justices and State Court
Agimlmstrators has been without fanfare but with consistency,
with support from you, Senator, and other Members of the Senate.
It is this support we deeply appreciate and we hope have now
brought again to your attention.

We appreciate your interest and that of the members of this
committee.

My colleagges are prepared to expand on their introductory re-
glarks. We will be pleased to respond to any questions you might

ave.

[The prepared statement of former Chief Justice Utter follows:]
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PREPARED STATEMENT OF ForRMER CHIEF JusTice RoBert F. UTTER

Mr. Chairman and Members of the Subcommittee:

The Conference of Chief Justices and the Conference of
State Court Administrators are again pleased to present their
views on the State Justice Institute Act, a measure which we
believe is essential to an appropriate relationship between
the judicial branches of the 55 state and territorial »
governments and the national government here in Washington.

T am Robert F. Utter, justice of the Supreme Court of
the State of Washington and chairman of the Conference of
Chief Justices' Committee to Establish a State Judicial
Institute. My colleagues are Chief Judge Lawrence H. Cooke
bf the Court of Appeals of New York, chairman of the Committee
on Federal-State Relations of the Conference of Chief Justices,
and William H. Adkins II, state court administrator of Maryland
and chairman of the Conference of State Court Administrators.

Each of us had the pleasure of testifying in support of
the State Justice Institute Act in the last Congress, Mr. Adkins
and I along with others in the Senate, and Chief Judge Cooke
and I among others in the House. We will not, therefore, make
a detailed statement at this time but ask that the Senats hearing
record from the 96th Congress {Serial No. 96-49) be made a part

of this proceeding.

With a few exceptions the existing record provides a full
accounting of the developments that bring us here today and
we will only attempt a brief review of them.

But first we want to express our thanks to the Senéte, and
especially to members of the Judiciary Committee, for the
respectful consideration given this legislation last year and
for the overwhelming support it received on passage. We think
this support particularly impressive because we know, as

proponents of a new federal program, that we are bucking a
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rather formidable historical-political trend. We have found
the courage to proceed, however, in the belief that we have an
idea whose time has, however paradoxically, finally arrived. It
is inconceivable that even 10 years ago the Conference would have
been interested in working with the federal government on any
program involving state courts. But the State Justice Institute
Act was- approved by the full conference in August of 197% without
a dissenting vote. v

There are many reasons for this rapid shift in opinion.
Most influential, perhaps, was our experience with the programs
of the Law Enforcement Assistance Administration, the first and
only federal agency to provide significant funding for the
improvement of state court systems. But this experience coincided
with a number of other developments that have increasingly
directed the attention of stéte judges in the direction of
Washington -- to activities of the Congress and the executive
agencies, as well as to the decisions of the federal courts.

We are all aware of concerns that have been expressed
about the growing overlap in jurisdiction between the state
and federal systems and the very legitimate fear of some
that federal judicial power may be expanding in a manner
inconsistent with our traditional system of federalism.

The State Justice Institute legislation is premised on
the belief that improvement in the gquality of justice administered
by the states is not only a goal of fundamental importance in
itself but is essential to attainment of important national
objectives including a reduced rate of growth in the caseload
of the federal courts and preservation of the historic role of
state judiciaries in our federal system.

We believe the legislation, by providing a basis for dealing
with these complex issuves, is a landmark of major significance
in the history of our justice system. It would create a unique

national resource to meet a unigue national need.
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As you know, State courts not only process the overwhelming
majority of the cases in our state-federal judicial system but
under the supremacy clause share with the federal courts respon-
sibility for protecting the rights of all citizens under the

Constitution and laws of the United States.

State courts, of course, existed before the federal courts
ahd the federal constitution, in explicitly providing for only
the United States Supreme Court, anticipated that state courts
would be the courts of original jurisdiction for federal as well
as state law questions. State courts, in fact, did hear federal
question cases for the first 100 years of our national life. It
was not until the Judiciary Act of 1875 that these cases were
moved to the federal courts.

But despite the growth of the federal system state courts
remain the courts that touch our citizens mést intimately and
most frequently and it is from their experiences in state courts
as litigants, jurors, witnesses or spectators that the vast
majority of our citizens make their judgments as to the strengths,
weaknesses and fairness of our judicial system. To the average
citizen it matters not whether the court is state or federal. .
His concern is with the fairness and effectiveness of the judicial process.

It has been the very deep concern of state chief justices
for the improvement of their own systems that has led us to
propose creation of a State Justice Institute.

T should note that the studies which led to this proposal
were conducted by a Task Force of the Conference of Chief Justices
in 1978 and '7% and that the legislation was drafted before the
Carter administration méde its decision not to fund LEAA in
fiscal 1981 and to phase the agency out of existence. Thus,
the bill was drafted to accommodate the Institutevto the
existing LEAA structure. It can stand alone at this time but
it also could be modified to complement any new program that

might be devised to replace LEAA's block grant program.
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In attempting to summarize this legislation it is impoxtant
to stress what it would not do.

First, and most importantly, the Institute would not be
a federally conceived and directed program imposed in any
manner on the state courts. That is what we had under LEAA and
that is what the State Justice Institute has been designed
to correct. This is aAproposal of state judicial leaders
themselves and has been endorsed by a wide range of judicial
interests. It was designed to deal with wviolations of the
separations of powers doctrine inherent in the LEAA program‘which
was controlled at both the state and federal levels by officials
of the executive branch; to permit the improvement of courts on a
system-wide basis, i.e., in a manner consistent with their
interrelatéd civil and criminal functions; and to protect the
independence of state courts to the fullest extent possible.

Second, the legislation does not propﬁseva financial
assistance program, i.e., it would not provide funds for salaries
or routine operation of the courts. This has never been thé
intention of the legislation and a prohibition on such funding
is spelled out explicitly in an amendment by Sen. Thurmond which
we fully support. We want state courts to remain state courts
in every sense and we therefore want the states to retain the
basic funding responsibility.

Third, the Institute would not be a major burden on the
federal taxpayer. Rather, it would be a modestly funded national
discretionary program without entitlement or formula funds and
subject to Congressional oversight and.annual budget review.

Fourth, the Institute would not create a large new feéeral
bureauc;acy. It would function with a small staff in conjunction
with existing judicial agencies of the states and the state courts
themselves. It could support but not duplicate services of
existing agencies such as the National Center for State Courts

and the National Judicial College.
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In brief outline, the State Justice Institute would be a
federally chartered non-profit corporation whose policy wou}d
be set by a board of directors appointed by the President.
Under the bill as it passed the Senate last year, the board would
be composed of six active state judges representing trial as well
as appellate courts, one.court administrator, and four public

members knowledgeable in matters of judicial interest and concern.

The board also would appoint the executive director, set funding
priorities, and approve all project grants. Grants would be
made on a project basis only with priority going to the courts
themselves and to existing national organizations that woxk in
conjunction with them for improvement of the judicial system.
The emphasis would be on research, education, demonstration,
clearinghouse, and technical assistance programs that are national
in scope and would serve the needs of the courts throughout the
nation.

As this outline indicates, the Institute would have these
principal features:

-— It would be under control of state judicial officials
with first-hand knowledge of the problems facing their courts.

-~ It would be responsive directly to the judiciary
committees of the Congress and not to unknown middle level
officials at the agency or department level for its general
program authority, its effectiveness, and its funding regquirements.

-— It would permit for the first time long-range planning
and program development for a total state court system.

—- It would place the responsibility for improvement of
state court systems on the judicial officials charged with this
responsibility under their own state constitutions and laws.

~— It would speed the process of court improvement and
permit large economies of scale by concentrating on programs

of national scope that would serve the needs of all 50 states.
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And finally, it would put in place an agency capable
of speaking and acting on behalf of state court systems as
we seek solutions to the complex federal~state jurisdictional
issues that are so critical to the future of both federal and
state judicial systems.

I will only note for now that it is the perc;ived
inadequacies of state judiclal systems, whether seal or not,
that has provided the principal basis for.¥he suceessful
opposition that has been mounted thus far to proposals for
abolition of federal diversity of citizenship jurisdiction,
and which stand in the way of other possible jurisdictional
changes including those that might reduce burdensa on the
federal courts resulting from habeas petitions by state
prisoners and many Section 1983 actions.

While LEAA has provided substantial funding for state
court projects and is rightly credited with making possible
a significant court improvement effort, the relationship
between LEAA and state court systems was never a smooth nor
well-conceived one. Although state courts were directly
affected they were not mentioned in the original Safe Streets
legislation in 1968 and became involved in the LEAA program
only incrementally and by administrative decision.

Congress did not direct its attention to the problems
courts were having with LEAA until it amended the act in 1976
to provide a statutory base for judicial participation in
the block grant program. The judiciary's complaints were
stated in a series of resclutions adopted by the Conference
of phief Justices beginning in 1974.

In general, these resolutions made the point that federal
funding for state court programs presented a special set of
issues that should be dealt with outside the framework of
support for the executive braneh components of the criminal

justice gystem. In particular, they protested control by
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executive branch agencies at both the state and federal levels
of funds allocated to judicial projects; the difficulty in
obtaining funds for projects that involved the civil as well
as criminal functions cof the courts; and the small percentage
of LEAA's block grant funds allocated to judicial programs.
The civil-criminal issue was as vexing as the separation-of-
powers problem. Most courts, of course, perform their civil
and criminal functions so as to make separation impossible.
Can you imagine, for instance, the Federal Judicial )

Center conducting a project to improve the processing of
criminal cases in the federal district courts without considering
ite impact on the civil dockets of those courts. It simply
could not be done, as programs to implement the Speedy Trial
Act have shown. Yet that was expected of courts in many states
under the LEAA bldck grant pfogram.

These problems and related issues of concern to state
judiciaries have been under discussion for the past five years
before subcommittees of the House and Senate Judiciary
Committees, Spokesmen for the Conference of Chief Justices
testified on the issues in 1976 and 1979 at hearings on
reauthorization bills for LEAA, and in the 1977 h;arings on
diversity jurisdiction and Access to Justice. The Conference
also expressed its views in statements to the President's
Reorganization Project for Justice System Improvement in 1977 and
1978.

When efforts to obtain appropriate ‘amendments to the LEAA
act failed, the Conference, in 1978, appointed its Task Force
on a State Court Improvement Act to:

"recommend innovate changes in the relations between

state courts and the federal government and find ways

to improve the administration of justice in the

several states without a sacrif.ce of the independence

of state judicial systems.”

nz
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Thus, the legislation was developed by state judicial
officials themselves to deal with the problems they perceived
in their existing relationship with the federal government.

In this sense, as Prof. Daniel J. Meador stated in Hou;e
testimony last year, the State Justice Institute "does not
represent any new or radical departure from already established
federal-state relationships." From a historical perspective

he added, "the creation of such an entity would be a natural
next step in the evolution of the state courts® relationship

to the federal government."

We did not set out, then, to replace LERA, but to fashion
a more effective and constitutionally correct mechanism for
bringiné national resources and perspectives to bear on the
problems of state judiciaries. It was intended, of course,
that state courts continue to participate in LEAA's block
grant program at the state level. But our solution does call
for an entirely new approach to a national program involving
the courts: a federal agency responsive to the needs of 50
independent state court systems that does not trangress the
doctrine of separate powers or violate the principles of

federalism. We do not profess to have arrived at a perfect

. solution but we do feel we have structured an agency by which

to begin what would be the first program for state courts in
which the Congress looked directly at, and attempted to resolve
the complex issues involved. ‘

T will not attempt to detail at this time the kinds of
services the Institute would provide or the kinds of programs
we would expect to see funded. But it is clear that the initial
effort should be directed primarily at national programs with
broad application to -all, or numeroué states. These include
national clearinghcuse, technical assistance, research and
training programs that provide the most cost-effective basis

for developing and sharing expertise and expecrience on a broad

S

standing.

if made available on a continuing basis.
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range of efforts essential to the modernization of state
court systems, Because courts, particularly in sfates with
unified gystems, are becoming big business, these include
adobtion and maintenance of sound management systems with
efflicient mechanisms for planning, budgeting and accounting,
the use of modern technology for the managing and monitoring
of caseloads, and the development of reliable statistical
data.

Asgistance also would he provided to state systems
seeking means to improve methods for the selection and
retention of gualified judges, to conduct educational and
training programs for judicial personnel, to reduce legal costs
while improving citizen acceés to the judicial process, to
increage citizen involvement in disbute resolution; to
guarantee greater judicial accountability, and to structurally
reorganize ouﬁdated judicial systems.

While reliable data on the caseloads of state court systems
has‘not beén available historically it is clear these systems
have been subjecgted to the same complex of forces that have
led to hurxgeoning caseloads in the federal courts., State case=-
loads have become so burdensome, in fact, as to threaten a }
breakdown of the judicial systems in major metropolitan areas.

The problems facing state systems are varied and long-~

They involve structural and manageiial shortcomings

as well as qualitative factors in the performance of the basic
judicial functions. But as various as the problems may be,
they tend to be shared by state courts throughout the nation

and are amenable to solution through shared national resources

An important start

at providing continuing services has been made by the National
Center for State Courts in Williamsburg, VA, and the National

Judicial College in Nevada.
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increasing overlapping of jurizdictions between courts g Among other things, the work of the SJI would implement.
: ivi criminal { L
the states and courts of the Union." In both civil and | and enhance the work of the Federal Judicial Center, the
tters, he saia, "state courts today are, to an unprecedented % National Institute of Justice and the Bureau of Justice
mé& ? i B
i
. ‘ 2s i " iew of ! . . . . . . .
degree, engaged in deciding federal law issues.” In vV | Statistics. We think it will provide a vehicle by which the
this fact, he added, the federal government can hardly be % Department of Justice and the judiciary committees of the
indifferent to the guality of justice in the states. E Congres; can factor the role of state courts into theirxr
: rence ] ) ) _ ' i
This point also was stressed in the report of the Confe | thinking as they consider legislation impacting on the total
. | . -
of chief Justices' Task Force vhich found that in virtually ail | justice system; state as well as federal.
i
gtate civil cases the federal government is “completely | We think the SJI will promote a healthy competition for
dependent upon state judges to implement fundamental federal 1 . excellence between our various state systems, as well as with
policies." This is true, the Task Force add;, whethex federal E the federal courts, and use to the fullest the marvelous
. o) | . . . .
i{ssues bhefore a state judgn arise under the supremacy clause or Z ) laboratory for experimentation in new approaches provided
) . 4 .
under concurrent jurisdiction resulting from chgr§8510nal . g by the 50 independent state courts under our federal system.
t process cases arising : Finall think the SJI ts th ti £
enactments. State courts also mus inally, we thin e respects the separation o
under the many state laws enacted to implement programs . ( a
|
i

level while leaving the basic responsibility for the administration
This is not intended to argue that the federsl ygyovaernment 1

of justice to the states where it belongs. Thisg is our
could or should reimburse the states as a guid pro quo. It 1s understanding, at least, of what the federal system is all about.

E
ara. |
only to state the obvious: what the Congress and Federal courts % e Soote ettt Tattture han moen oo
i
!

i t state courts do, §
do can impact heavily on state courts and wha ]

by state judicial leaders as a mechanism by which they can
or do not do, can affect the federal system. However, the fact
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focus attention on the many common issues facing them and deal

with these issues in the most appropriate and efficient

manner. Our experience with LEAA funding, however brief,

taught us how much we could accomplish with even very limited 3

amounts of discretionary money, the kind of money that we

simply have not been able to obtain for many reasons, from A

state legislatures, who tend to be afflicted with what
'Prof. Maurice Rosenberg has termed the discase of "erratic
thriftiness" but whose attention is understandably directed to
state level and not national level concerns.

Programs for judicial improvement or reform, as those of
us here know to our regret, have rarely if ever a%tracted
significant grass roots support. It is the failures of our
justice system, not its struggles to succeed, that attract
the attention of the media and the public—at-large. More than
with most government functions, it seems, that tends to leave
the full burden of change on the few of us charged with the
operation and oversight of the system.

State judicial leaders, as evidenced by the work of the
Conference of Chief Justices énd other organizations of the
judiciary, want to and are the ones who can best improve their
systems. But we face an extraordinarily complex set of problems
within a vast judicial system that includes the courts of the

District of Columbia and the territories, and stretches from

Puerto Rico in the South Atlantic across the continent to g

Alaska and Hawaill and on to the island of the far western Pacific.
We need a resource that will help us keep abreast of the many
changes impacting on the courts which now take place with

such extraordinary rapidity in an ever more bewildering, and

for the judiciary as well as others, more frustrating world.

State courts, which include, of course, the local courts
of our state systems, involve many thousands of personnel and

budgets ranging into the hundreds of millions. They deal with

T
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human conflict and we will not soon run out of work, or devise
perfect solutions. But we will continue to try and with your
help, and the State Justice Institute, we are confident

we can achieve significant and continuing progress.

My colleagues are prepared to expand on these introductory
remarks and we will be pleased to respond to any questions you

might have.

Senator HerLIN. Thank you.
Mr. Adkins, we are delighted to have you as the chairman of the
National Conference of State Court Administrators.

STATEMENT OF WILLIAM H. ADKINS II, STATE ADMINISTRA-
TOR FOR THE COURTS OF MARYLAND; CHAIRMAN, NATION-
AL CONFERENCE OF STATE COURT ADMINISTRATORS

Mr. Apxkins. It is a pleasure for me to be here before the subcom-
mittee and to state the continued support of the Conference of
State Court Administrators for the concept of the State Justice
Institute Act as set forth in S. 537.

I am tempted to say that little has happened since our prior
hearings here in 1979, in the fall of 1979, in support of the then
version of this legislation except for the demise of LEAA.

Before this act LEAA was a sick patient. The prognosis was
death and that prognosis is true.

A great deal of other things have happened which stress the
need for the State Justice Institute. They have all been touched
upon by Chief Judge Cooke and by Justice Utter, the continuing
growth in State court caseloads, the trend which I think is also
growing for the handling of what once were thought of as primar-
ily Federal cases in the State courts, and of course the continuing
decision by State courts of Federal constitutional questions as well.

The changed attitude in State legislatures which, as you well
know, sir, never were all that friendly toward the State courts in
the first place, but which are now falling under the influence of
further fiscal conservancy and making it difficult for State courts
to obtain minimum funding needed to run their operations, let
alone funding to do some of the things that the State Justice
%nstitute would do which simply cannot be done on a State court
evel.

Therefore, it seems to me that things have happened since our
hearings in 1979, and all of them demonstrate very forcefully the
need for the State Justice Institute Act.

Even if LEAA were still with us, it would seem to me that this
legislation would be required, because, as pointed out at the former
hearings, and as pointed out this morning, the State courts need
the kind of support in a broad spectrum way across the law, not
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just focused on criminal law, that this act will give but which
LEAA legislation did not and was not designed to do.

For me to say more would be redundant in view of the compre-
hensive and eloquent remarks of Chief Judge Cooke and Justice
Utter. Let me close simply by saying again that the Conference of
State Court Administrators continues in its enthusiastic support
for the State Justice Institute concept.

Senator HEFLIN. Thank you. I think we had very full hearings
before, and they will be made vart of the record here. I have a copy
of them here, which seems quite voluminous.

I do not believe I have any questions I want to discuss at this
point inasmuch as they have been fully covered in the previous
record as well as our being brought up to date by your very
succinct and erudite statements.

We have the chief counsel of the House Subcommittee on Courts,
Civil Liberties, and Administration of Justice here.

Mike, have you any questions you would like to ask a member of
the panel or the panel as a whole?

Mr. REMINGTON. No. I hold the gentlemen at the witness table in
great esteem. I hope they will put themselves at the disposition of
the House subcommittee as it looks forward on our counterpart bill
H.R. 2407.

Senator HErFLIN. Anything further? [No response.]

If not, we will conclude the hearing. We appreciate your being
here. Hopefully we can move forward.

[Whereupon, at 12:05 p.m., the subcommittee adjourned, to recon-
vene at the call of the Chair.]
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APPENDIX

ADDITIONAL SUBMISSIONS

THE ASSOCIATION OF THE BAR
OF THE CITY OF NEW YORK
42 WEST 44TH STREET
NEW YORK 10036

COMMITTEE ON PATENTS

THOMAS |. O'BRIEN

CHAIRMAN
270 PARK AVENUE
NEW YORK 10017

212 551-6095 May 13, 1981

Honorable Robert J. Dole, Chairman
Subcommittee on Courts

2213 Liirksen Senate Office Building
Washington, DC 20510

Re: §.21

—

Dear Senator Dole:

The Committee on Patents of The Associati
L . : tion of the B
ﬁhe City of New York is disappointed to hear of the limitzg of
egr}ngs on 5.21. It considers this bill to be controversial
and it wanted very much to testify against this bill. ’

For the record, I am stating below the i !

] t t Committee's positi
gn this bill, and I enclose six copies of this letter fog distgg'.lf
ution to each of your subcommittee members.

The Committee on Patents of The Associati
I ) iation of the Bar
Ehe City of New York is opposed to §.21, insofar as it relatgg
0 a single Court of.Appeals for patent cases. A substantial
majority of the Committee believes that:

(1) The proposed single Federal A i

1 posed sing ppellate Court wit
exclusive patent jurisdiction will result in undue concengra—
tion of power over the entire patent system in the hands of a
few specialist judges in Washington, DC.

(2) The geographical checks and balances

that
hundred years have been contributed to our patentasygggmtg;
appellate courts spread across the United States and staffed

by me ; . . . P
w{l% gzrii;z? judges reflecting the wisdom of their regions

(3) A key strength of the present appells
te |
t@it most of us who are trial attorneys sgg and arztzggsgiied
will be lgst is the_keen and objective ability of the present
non—techglcally trained federal appellate judges to resolve
complex issues regardless of subject matter.

(373)
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Honorable Robert J. Dole, Chairman Page 2
Subcommittee on Courts May 13, 1981

(4) A single specialized patent appellate court is a step
that will ultimately take the patent system out of the mainstream
of jurisprudence.

(5) 1Inadequate consideration has been given to the inter-
relationship between appeals from the Patent and Trademark Office
to the proposed Court of Appeals for patent cases and appeals from
the District Courts to the same Court of Appeals. Under the new i
Reexamination procedure (P.L. 96-517), either party to a pending
litigation before a District Court could promote a Reexamination
proceeding in the Patent and Trademark Office that could then go
to appeal on a restricted record to the Court of Appeals for
patent cases. A decision by that court is likely to be accorded
considerably undue weight by the District Court because the lat-
ter's decision will eventually return on appeal to the same Court
of Appeals. Unwittingly, an unsuccessful party in an essentially
ex parte Reexamination proceeding is being short-changed on having
a full day in court in an inter-partes contest.

A minority of the Committee continues to favor the bill,
insofar as it affects patents, because they feel that a specialized
appellate court will provide greater predictability in the assess-
ment of the validity of patents and will not harm the system since
patentswill remain in the mainstream of jurisprudence at two of
the three federal court levels, i.e. District and Supreme.

Thank you for your consideration.
Sincerely yegrs,

s / }., }%,(( -
Thomas I. 0OfBrien
TIO: fv /

cc: Members of the Committee on Patents of
the Association of the Bar of the City
of New York
Janet E. Berry, Esq.
Steven J. Bosses, Esq.
Kenneth A. Genoni, Esq.
Jules E. Goldberg, Esq.
Philip T. Shannon, Esqg.
Stanley L. Amberg, Esq.
Curtis W. Carlson, Esq.
Robert I. Pearlman, Esq.
Joseph J. Previto, Esq.
George W. Whitney, Esq.
Lawrence G. Kastriner, Esq. @
John A. O'Brien, Esq.
William E. Pelton, Esq.
David W. Plant, Esq.
John €. Vassil, Esq.

T

Oscar M. Ruebhausen, Esq.
William A. Delano, Esq.
Adlai S. Hardin, Jr., Esq.

Robert M. Kaufman, Esq.
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NATIONAL SMALL BUSINESS ASSOCIATION THE vOICE 0f SMALL BUSINESS

NSB Building ® 1604 K Street, N.W. S
Washington, D.C. 20006 » Telephone (202) 296-7400 s N
iy

G
H I

—-ﬂ—.—" Y

FOUNDED 1837

STATEMENT OF
NATIONAL SMALL BUSINESS ASSOCIATION
SUBMITTED TO
COURTS SUBCOMMITTEE
SENATE COMMITTEE ON THE JUDICIARY
IN SUPPORT OF A
SINGLE FEDERAL COURT OF APPEALS
MAY 18, 1981

"It is the declared policy of the Congress that the
Government should aid, counsel, assist, and protect
insofar as is possible, the interests of small busii
ness concerns in order to preserve free competitive
enterprise.,."

(P.L. 85-536, as amended,

Section 2(a), Small Busi-
ness Act.)

Not affilated with the U.S. Government

s ek
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The National Small Business Association (NSBA) appreciates this
opportunity to express its support for the efforts of Senators Dole and
DeConcini to create a new Court of Appeals for the Federal Circuit.
The NSBA represents 50,000 small businesses, many of whom are the g

small, high technology companies that have made such mighty centributions

i n well estab-
to America's economic growth since World War II. It has been w

lished in study after study that small businesses created most of the new
jobs for our workers; produced most of the important new inventions
that substantially raised our standard of living, and which continue to

conduct aggressive research and development that is so important to

our continued well-being. Despite this distinguished record of past

achievement, today many of our members feel like "shackled giants of
innovation" in the words of Eric Schellin, the Chairman of the Board of

Directors of NSBA. There are many reasons for this feeling, but one

very important factor is the present weakness of the U. S. patent system.
Thomas Jefferson designed our patent system to stimulate innovation by

protecting the rights of inventors. Unfortunately, the present system is

'
frequently used to plunder those least able to protect themselves!
This Committee has acknowledged the problem and led the fight to

correct it. Last year The National Small Business Association enthusias-

tically supported the efforts of Senators Bayh and Dole that revised
Government patent policies and created patent re—e{amination, The

Senate Judiciary Com;ittee accurately summed up the feelings of many of
our members with the patent system in its report which stated, "A related

problem is that the legal costs of court proceedings (estimated to easily

i d
reach $250,000 to each party) often prevents independent inventors an

Ey )

e o

377

Page Two

small businesses, from adequately defending their patents against large
competitors. This situation has a very chilling effect on those, small
businesses and independent inventors, who have repeatedly demonstrated
their ability to successfully innovate and develop important new products.
Patent re-examination will greatly reduce, if not end, the threat of
legal costs being used to "slackmail" such patent holders into allowing
patent infringements or being forced to license their patents for nominal
fees,

Unfortunately re-examination alone will not end the abuses of the
system that are so detrimental to our aconomy, because the district
courts are not using the same standards of patentability. Patent re-exa-
mination cannot correct this deficiency. As the Committee has heard many
courts are known as "pro-patent" or "anti-patent" courts. Many of our
members who spend millions of dollars and years of efforts developing new
products find themselves being dragged into "anti-patent" courts where
their patents are challenged and found invalid, Often the mere threat of
spending $250,000 in legal expenses is used to intimidate Ehe small
business into permitting infringements or into agreeing to bargain basement
licenses. In order for the Committee's goals to be met, re-examination
must be coupled with the new court enforcing a single standard of patenta-
bility to discourage predatory practices. We, therefore, support the
Court of Appeals for the Federal circuit and urge its adoption.

It should belclear that we are not asking éor the creation.of a
"pro-patent" fuper court. What businesses need in order: to make their
day to day judgements is reliability. When patents are routinely found
not worth the paper they are printed on everyone ultimately suffers because

innovation is discouraged. Inmovative companies now find that a patent's
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worth varies according to where the trial is being held. This practice
hurts all businesses, but is especially burdensome on small companies

who cannot afford large legal staffs frequently found in big corporations.

Our members have demonstrated their ability to explore new tech-

nologies that larger corporations will not pursue. The reason is risk.
Innovation is expensive and risky, frequently leading to blind alleys.

In order to compete against larger competitors, small businesses must
accept this greater risk. The incentive is producing a better product
that can carve out a place in the market. The patent system was ini-
tially designed to encourage risk-taking by offering a period of exclu-
sivity to the inventor in exchange for public disclosure of the invention.
Small companies especially need this protection to recoup their investment
and advertise their product which is often entirely new to the public.
When small companies relying on patent protection are commonly viewed as
innocents waiting to be fleeced by larger predators, everyone suffers
because the source of successful innovation is blocked and discouraged.
The creation of the new Court of Appeals for the Federal Circuit will
encourage our membership because it introduces more certainty into the
system. It's creation is also a signal te innovative companies - large
and small - that this Committee and this Congress is offering more than
rhetoric when it speaks about revitalizing American industry.

In closing we would like to comment on a charge being made by

some litigating attorneys who stand to lose a 1ucr£tive practice through

the creation of the new court. They are now saying that this court would

be controlled by big business and that we should oppose its creation. The

National Small Business Association rejects this charge. The creation of

the new court would couple with patent re-examination to reduce predatory

S e s e
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Page Four

patent litigation by imposing greater certainty on the whole system.
It will help to end litigation being used to intimidate small businesses.
The court would also remove the threat of suits being filed in districts
which have historically been "anti-patent" because the standards used
in the Court of Appeals would soon find their way to all the district
courts.,

The National Small Business Association believes in a strong,
dependable patent system because it benefits everyone by stimulating
the economy. This is not a goal that can be attained overnight or through
the passage of one bill, but the passage ;f this legislation is a signi-
ficant step in the right direction. We look forward to working with you

to assure its passage,

O
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