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hen people have coughs or aches, they see their gen-

eral physicians. When the issue is complex, a medical

specialist in the field can help someone reach the right

diagnosis quickly and accurately. So too with complex

patent litigation. When a complex patent infringement
case arises, it can be in the client’s or the court’s best interest
to bring in an expert on patent law and technology—as a spe-
cial master—to assist the judge. Special masters can provide
value to all parties in complex patent litigation by contributing
in the area of most complexity and importance: claim construc-
tion. Even though claim construction is reviewed de novo on
appeal by the Federal Circuit, a recent study commissioned by
the Federal Judicial Center has shown that claim constructions
in complex patent cases stand up better on appeal when a spe-
cial master was involved in the process.’

In patent reform legislation earlier this year, there was a
section calling for a study of the past use of special masters in
patent litigation and of whether programs ought to be imple-
mented for their use in the future. For example, Section 16 of
H.R. 1260, introduced March 3, 2009, called for a study to
determine whether “the use of special masters has been ben-
eficial in patent litigation and what, if any, program should
be undertaken to facilitate the use by the judiciary of special
masters in patent litigation.”

History of the Use of Special Masters

As early as 1920, the U.S. Supreme Court recognized the

inherent power of the courts to appoint special masters. The

Court held that
[clourts have . . . inherent power to provide themselves with
appropriate instruments required for the performance of their
duties. This power includes authority to appoint persons
unconnected with the court to aid judges in the performance
of specific judicial duties . . . by appointing, either with or
without the consent of the parties, special masters, auditors,
examiners, and commissioners.?

A 2004 article providing a proposal for a specialized pat-
ent trial court stated that the use of special masters in patent
cases to decide issues such as claim construction has become
an “accepted practice” and predicted that “using special mas-
ters in patent infringement cases might result in more accu-
rate rulings, which in turn would mean fewer reversals on
appeal and more certainty.” The recent study for the Federal
Judicial Center seems to bear that out.

Complex Cases in the Federal Courts
Complex cases, patent and otherwise, present particular dif-
ficulties for the courts and juries. It has even been argued that
cases can be so complex as to violate due process of law in
sending such cases to the jury.*

The Federal Circuit has dealt with the issue of wheth-
er a patent case could be too complex to be sent to a jury
and it concluded that there was no complexity exception to
aright to a jury in patent cases.’ As the court said, “we dis-
cern no authority and no compelling need to apply in pat-
ent infringement suits for damages a ‘complexity’ exception
denying litigants their constitutional right under the Seventh
Amendment.”

Trial judges have recognized the complexity of patent
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cases, notwithstanding their obligation to explain them to the
jury. The hearing in a complex networking technology patent
case in the Central District of California,” where a special mas-
ter was later appointed, includes a colloquy with Judge Wilson
of that court in which he remarked that he did not “see how
any jury would ever deliver any enlightened verdict in this case
... [but] it’s my responsibility to make sure that the trial is as
clear and enlightened as possible.” He then posed the ques-
tion “whether a case can be so inherently complicated that it’s
beyond the pale of a jury, [such that] . . . compelling a jury trial
under the Seventh Amendment [will deny] . . . the parties their
due process rights.””® Explaining the patent terms to the jury is
where the complexity and the difficulty are most apparent.

Claim Construction: A Focal Point in Patent
Litigation

To ensure reliability in claim construction, the Supreme
Court in Markman v. Westview Instruments, Inc. held the
construction patent claims are in the exclusive province

of the court.” The claim construction of patent claims has
become known as a “Markman” determination, often reached
after the court calls for a “Markman hearing.”

Special masters have been used in many federal cases. In
patent cases, they are used for several main areas, principally
discovery, patent claim construction, and motion subject
matter. When special masters are used in patent cases, they
are now being used more frequently to aid the courts with
claim construction, and for good reason.!® Patent cases are
often won and lost on claim construction. Federal district
court judges estimate that claim construction was central to
the resolution of their patent cases in upwards of 94% of such
cases.!! As former Chief Judge Mayer of the Federal Circuit
put it, “to decide what the claims mean is nearly always to
decide the case.”’? Several Federal Circuit cases make refer-
ence to the use of special masters in the lower courts below.’

Claim construction may occur in a variety of settings
independent of motions or in conjunction with motions, such
as with a motion for summary judgment or a motion for a pre-
liminary injunction. Federal district court judges reported that
stand-alone claim constructions unrelated to other proceedings
were the most common (79%). The second most common use
was the determination of claim meaning in connection with
a motion for summary judgment (26%)." The local rules of
many federal courts such as, for example, the Northern District
of California, provide an elaborate and programmed plan of
actions, filings, and disclosures, leading up to and setting a
Markman oral hearing, where the judge hears the parties’
argument, and evidence, and sometimes witnesses, and then
provides a written order specifying the meaning of disputed
claim language so that the case can proceed with all the parties
knowing how the judge will construe the claim language and
instruct the jury about such claim meanings at the trial.

Neil A. Smith is a partner with the firm of Sheppard, Mullin,
Richter & Hampton LLP in San Francisco and Silicon Valley. He has
served as a master and private judge in patent cases. The author
wishes to thank Joshua Horowitz, a 2009 summer associate, for
his helpful comments and research assistance. Mr. Smith can be
reached at nsmith@sheppardmullin.com.
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Special Masters in Patent Litigation

The use of a special master in patent litigation is now an
established practice.!® Since the founding of our govern-
ment, U.S. courts have had an inherent authority to appoint
special masters.'¢ Federal courts, where patent cases are
exclusively held, enjoy statutory authority, under Federal
Rule of Civil Procedure 53, to appoint a special master—
though the question of whether recent changes to Rule 53
supersede a court’s inherent authority to appoint a special
master is debated.!” Rule 53 empowers a judge to appoint
a special master (1) upon consent of the parties; (2) to hold
a trial proceeding and make or recommend factual findings
on issues to be decided without a jury under “some excep-
tional conditions™;'® or (3) to address pretrial and post-tri-
al matters that an available judge or magistrate judge could
not effectively and timely address.!* However, courts prefer
to assign a special master only when the parties agree, par-
ticularly because the parties may bear and share the special
master’s cost.?

Calling upon a Specialist for Claim Construction

Most judges can ably conduct a Markman claim construc-
tion hearing in a complex patent infringement case without
the assistance of a special master, but many find understand-
ing the technology too difficult. The vast majority of dis-

trict court judges, and their law clerks, are generalists without
technical training. Judges, with their busy dockets, simply do
not have the time to invest in learning complex technologies,
let alone to stay abreast of the latest technological and sci-
entific developments.?! Furthermore, district court judges do
not often hire law clerks with technical or patent law back-
grounds,? as is the case with the Federal Circuit, where many
of the law clerks, historically called “technical advisors,”
have scientific degrees and experience. Though a judge could
become competent in the technology, he or she may not have
the time necessary for construing complex patent claims
without additional assistance in the matter.

Alternatives—Use of Technical Advisors and Court-
Appointed Experts

Where the only need is for technical knowledge, more often
in the case of infringement rather than claim construction, the
federal courts have available the possibility of court-appoint-
ed technical scientific advisors. In 2002, the Federal Circuit
spoke out for the first time on the use of technical advisors.
After claim construction had been enunciated by the court,
the court used a technical advisor in a highly complicated
technology patent case, which was “far beyond the bound-
aries of the normal questions of fact and law with which
judges routinely grapple,” not to replace the court on the
legal issues, or to find facts, but to “acquaint the judge with
the jargon and theory disclosed by the testimony and to help
think through certain of the critical problems.”? Applying
the law of the Ninth Circuit, the court upheld the authority
of the district court to appoint such a technical advisor.*
Recently the Federal Circuit upheld the appointment by the
court of an independent expert to testify regarding validity
and infringement.”
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Use of Special Masters

Judge James F. Holderman, chief judge of the U.S. District
Court for the Northern District of Illinois, who has served for
over 20 years, published an excellent article on what he calls
“The Patent Litigation Predicament in the United States.” He
notes that the root base of the predicament is the workload of
district court judges and that district court judges are typical-
ly generalists by trade and training.?

Judge Holderman writes that to benefit fully from the
guidance of the Federal Circuit on appeal, district judges
“should increase our use of specialized advisors, such as
special masters, to assist us in better understanding the
technology involved in the specific patent cases before us.”
As Judge Holderman notes, “The premise behind a district
judge’s designation of a special master to assist the judge
with claim construction or other tasks in patent litigation is to
delegate to an individual with a better technical background
an otherwise judicial task and obtain a recommendation
from that person that can be evaluated by the parties and the
judge before the judge decided to accept or reject the special
master’s recommendation.”?’

Historically the courts would make factual determinations
through having the parties’ expert witnesses testify before
the courts and juries. While expert witnesses can aid greatly
in explaining a technology and reading a claim construction,
two problems exist in their use. First, the Federal Circuit has
sometimes discouraged the use of expert witnesses to reach
Markman claim constructions.? Secondly, there are often
competing experts on both sides, proffering to a judge differ-
ent technical versions or arguing for different claim construc-
tions, making it difficult for the judge to sort it out and reach
the correct result.

But, like a medical specialist, a special master possesses
the knowledge, experience, and time to conceptualize and
evaluate a given technology in relation to the law, and to do
it impartially, having been appointed by the court and not as
a “hired gun” expert for one of the litigants. Hearing compet-
ing party experts leads to the oxymoron that “science” is far
from “exact.”

The Qualifications of Special Masters

Who are the special masters, and what experience and edu-
cation do they have? Some persons serve as special masters
occasionally and others serve more regularly.?® The recent
study commissioned by the Federal Judicial Center suggest-
ed that nearly all individuals serving as special masters were
attorneys possessing strong technical and legal training who
often had previously served as law clerks to judges on the
Federal Circuit. Special masters also possess substantial pro-
fessional experience, having, on average, spent about 30
years after law school in a variety of highly enriching legal
contexts relating to patent and technology, and many have
advanced degrees in law.* Special masters, as a result, can
add great value to a complex patent infringement case.

A Special Master Can Reduce Costs and Delays

The option of the court hiring a special master to assist with
claim construction in a complex litigation case is an important



consideration for those managing patent litigation. A spe-

cial master can not only help the overworked and technical-
ly challenged judge, but he or she can actually help the parties
in complex patent cases to reduce litigation costs and pro-
duce better and more reliable results earlier in the case. It is,
therefore, also important to
incorporate the decision of
whether, and when, to bring
a special master onboard,
into the court’s—and coun-
sel’s—case management
decision making.

Controlling Costs

Complex patent suits are
expensive and consume a
great deal of lawyers’ dis-
covery, and experts’ time.
It is important, therefore,
to consider use of a spe-
cial master to help reduce
costs and uncertainty. The
costs of patent infringe-
ment litigation have mate-
rially increased from 2001 to 2007, according to recent bien-
nial surveys conducted by the American Intellectual Property
Law Association (AIPLA).3! In 2001, the median costs and
attorneys’ fees for litigating patent cases in which more than
$25 million was at stake were $2.9 million—with $1.5 mil-
lion spent by the end of discovery. In 2003, the same fees and
costs were about $4.0 million and $2.5 million, respectively. In
2005, $3 million was spent by the end of discovery, and a total
of $4.5 million was spent on the litigation. In 2007, the average
cost for such a case totaled $5 million.

The figures are even greater today. The 2009 AIPLA
Report of the Economic Survey showed that the median attor-
neys’ fees and costs of such a patent case were now $5.5 mil-
lion. The mean/average cost is $6.25 million and the third
quartile, in which most complex patent cases fall, is $8 mil-
lion.* In 2007, about 60% of the cost of litigation was
incurred by the close of discovery. Assuming that a claim
construction hearing occurs after the close of discovery and a
reliable determinative outcome materializes from it, perhaps
40% of the cost of litigation could be saved. Additionally,
more money may be saved if discovery is specifically tailored
to advance and support a claim construction determination
hearing, should extrinsic evidence be applicable. This is sig-
nificant, given the growth in the cost of patent litigation.

A major reason the litigation of complex patent infringe-
ment suits costs so much is because, as complicated technol-
ogy and law cases, they last for so long. Of patent cases filed
in 1995, 1997, and 2000, an average case lasted 444 days
and 50% of the cases terminated in less than 300 days.* Yet
a survey of cases terminating between 2003 and 2005, most
of which were filed between 1995 and 2005, shows the
average length of a case in which a special master became
involved—in any phase of the litigation—was 1,321 days,
with over 50% of the cases being over 980 days in duration.
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Yet the special master was only appointed, on average, 1,100
days after the case began. In 50% of the cases, the appoint-
ment was made after the case had been going for 457 days.®
Therefore, over half of the patent infringement cases had
already lasted longer than the average duration of a patent
case by the time a special
master was appointed.
While these figures

signify the various points
in a litigation that a special
master may be appointed,
it appears that there is an
opportunity here to reduce
the duration of patent

suits through appointing a
special master earlier in the
litigation. A special master
can help move discovery
along by guiding it with the
special master’s knowledge
and experience tied to
patent cases, by resolving
any discovery disputes, and
by helping the parties and
the judge focus on arguably the most dispositive portion of a
patent infringement case—claim construction.

Timing

Parties must also consider the importance of the timing of

a claim construction hearing and determination. In about
55% of patent cases, the parties are given a significant say
as to when a claim construction hearing will take place.
This means parties are given the opportunity to be proac-
tive and have claims construed early in the litigation. As not-
ed, in many jurisdictions, such as the Northern District of
California, the courts have local patent rules governing the
procedure, disclosures, and the timing of Markman determi-
nations. The courts will usually follow these rules, but mod-
ify them where appropriate, often after consultation with the
parties at a status conference or a Federal Rule 26 case man-
agement conference.

Generally speaking, claims are construed by different courts
at many different points in a case. According to one commen-
tator, 58% of clairn construction hearings occur after comple-
tion of discovery, before trial; 22% occur during the period for
discovery; 12% take place at trial; and 8% are held before dis-
covery.”” However, a survey of federal district court judges esti-
mates that in cases where a hearing on claim construction was
held, about 60% were held prior to the close of discovery.®

‘While numerous factors go into deciding when a claim
construction hearing takes place, the parties will gain a much
better understanding of a case’s value and risks once claim
construction occurs. This is especially so when a special mas-
ter heavily participates in the claim’s construction because, as
described below, those decisions have proven more durable
in complex patent cases.* Therefore, parties should confer
and work with the trial judge early on to decide if, when, and
how a special master may be requested to aid the court.
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Efficiency and Claim Construction on Appeal Where
Special Masters Were Involved

More predictable outcomes breed more efficient outcomes in
complex litigation cases. Uncertainty is a major culprit in add-
ing to the length and costs of patent infringement litigation,
whereby litigants and the court invest money and time to the
fullest through expensive discovery, pretrial proceedings, trial,
and appeal.”’ Predictable and reliable outcomes can streamline
cases into reaching their ultimate outcome at a reduced cost,
and may also lead to more settlements in the long run.

It is very difficult to measure the motives and the satisfac-
tion or dissatisfaction of the parties with patent litigation pro-
cesses and procedures. Satisfaction is often bound up with suc-
cess or loss, and liabilities come with money, costs, risks, and
particularly injunctions, which affect the workplace and jobs of
employees. The winning or successful parties are pleased with
the result and often then express satisfaction with the process.
Losers often blame the process for their loss, and complain
about the costs and time and length of the case. There seems to
be no question that patent cases cost too much and that special
masters may ultimately save time and costs and enhance the
satisfaction of the parties and the trial judge.

Looking at case outcomes, we see that cases decided by
judges have been faring about as well as juries in their construc-
tion of claims.* But how do cases with special masters fare on
appeal? First, are they appealed more often?

The recent study for the Federal Judicial Center makes a dis-
tinction, in studying appeals, between patent cases generally
and complex patent cases. The latter are those cases that last for
more than 1,000 days. For claim construction, the appeal rate
for complex patent cases utilizing special masters is lower than
the appeal rate in complex patent cases (2.9% versus 5%).2

Secondly, once appealed, how do claim constructions
stand up? Claim construction is a legal question, and, as such,
it is reviewed de novo by the Federal Circuit on appeal. And
the Federal Circuit will not, generally, take interlocutory
appeals of claim construction determinations. Patent reform
bills have proposed requiring the Federal Circuit to do so,*
but so far these have not been successful. Judge Holderman
has stated the following regarding the costs of patent litiga-
tion: “Should the Federal Circuit on appeal determine that
the district judge’s claim construction was erroneous, all
the money and time spent litigating the case in the district
court following the erroneous claim construction by the dis-
trict court is thus a wasted expense.”* Therefore, the rate of
appeal, discussed above, and the reversal rate matter great-
ly to a litigant, and erroneous claim constructions that are
reversed add significantly to the costs.

In the context of the reversal rate on appeal of all claim
construction decisions where a special master contributed
heavily, the latest study noted that there is not enough data to
provide meaningful guidance. However, statistics regarding
complex patent cases overturned are encouraging. The study
found that where no special master was appointed, 11.7% of
all complex patent litigation cases were ultimately reversed
on appeal. However, in complex patent cases where a special
master was appointed, the study concluded that only 3.6% of
cases were ultimately reversed.*> These statistics support the
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contention that the use of special masters, in the context of
claim construction, may also provide great value and more
certainty on appeal.
To summarize, the Federal Judicial Center study ended
with the following conclusions:
* The appeal rate among [all patent] cases in which special
masters were employed was comparable to that of the total
population of patent cases, as was the reversal rate.

* Since special masters are most often appointed in complex,
long-duration patent cases, it is meaningful to compare the
appeal rate and the reversal rate of special-master-appoint-
ed patent cases with other complex patent cases. [For such
complex, long-duration cases, the] appeal rate among cas-
es in which special masters were employed was half that of
other complex patent cases. The reversal rate is also lower
for [such complex] patent cases with special masters when
compared to the reversal rate for all complex patent cases.

* The most common area in which special masters worked—
claim construction—is less likely to be the subject of an
appeal when compared to the appeal rate for claim construc-
tion in all complex patent cases.*

So, parties to patent litigation must ask themselves wheth-
er they want to consider encouraging the court to appoint a
special master.

Conclusion

Just as a medical specialist can more quickly and accurately
diagnose a specific and complex medical problem than a gen-
eralist physician, so too can a special master help construe
complex patent claims more quickly and accurately than a gen-
eralist district court judge without special training in technol-
ogy and/or patent law. Getting things right the first time, at

the trial court level, can save the parties substantial sums on
appeal. So the cost of a special master can be money well spent
if the special master makes a case more predictable and less
likely to be appealed or less likely to be overturned on appeal.
After all, having a judgment reversed can mean wasted money
at the trial court level, since appellate review is de novo, and
aremand can mean a second trial of a lengthy patent case. By
choosing the more certain path, the parties can more meaning-
fully predict what would happen on appeal and assign a more
accurate value to the case. In sum, litigants and their attorneys
should ask whether appointing a special master early in a case
for claim construction can aid the court in providing a better,
more certain, and earlier result in patent cases. ll
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