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Issue Preclusion Meets Patent Law
Spencer Goodson

I. Issue Preclusion

A. What Is It?  Why Does It Exist?

The doctrine of issue preclusion prevents relitigation of issues previously resolved.  The application of issue preclusion promotes efficiency, helping to further judicial economy and preserve litigant resources.  It also promotes consistency, helping to prevent judicial embarrassment and encourage public reliance on judicial rulings.  Nonetheless, courts must not deprive litigants of their full and fair opportunity to litigate all relevant issues.  Thus, issue preclusion only applies in a specifically-defined set of circumstances.  [See, Restatement Second of Judgments §§ 13, 27-29 (2003), SPG-4].
B. The Test

The precise test for determining when issue preclusion applies may be different from one regional circuit to the next.  However, the most common formulation requires four elements, including: 

(1) the issue must be identical to the issue decided in the prior action, 

(2) the issue must have been actually litigated in the prior action, 

(3) the determination of the issue must have been essential to the final judgment in the prior action, and

(4) the party against whom preclusion is sought must have had a full and fair opportunity to litigate the issue in the prior action.
Even where the formulation of the test is different, it usually involves these same elements – for instance, some courts divide the third element and require both that the determination of the issue was final, and that such determination was essential to the judgment.
C. The Demise of the Doctrine of Mutuality
i. Before Blonder-Tongue
The fourth element would have been stated differently forty years ago, when issue preclusion was still governed by the doctrine of mutuality.  The doctrine of mutuality – which is still relevant for claim preclusion – requires that both the party asserting preclusion and the party against whom preclusion is sought be either

(a) a party to the prior action, or 
(b) successors to or in privity with a party to the prior action.  
In patent context, this left a PO that lost on the issue of validity in Suit#1 against AI#1, free to assert the same patent against AI#2 in a subsequent suit.

ii. After Blonder-Tongue
In 1971, the U.S. Supreme Court considered precisely this situation.  In that case – Blonder-Tongue Labs., Inc. v. U. of Ill. Foundation, 402 U.S. 313 (1971) – AI#2 argued that issue preclusion barred the PO from asserting the patent that had been found invalid in its prior suit against AI#1.  The Court endorsed a growing trend in the lower courts to allow non-mutual issue preclusion, and required only that the party against whom issue preclusion was sought (here, the PO) had a full and fair opportunity to litigate the issue in the prior action.
D. The Claim Construction “Issue”
In Markman v. Westview Instruments, Inc. – 517 U.S. 370 (1996) – the Court emphasized 
"the importance of uniformity in the treatment of a given patent as an independent reason to allocate all issues of claim construction to the court."  
Id. at 390.  A variety of district court cases – most notably TM Patents [SPG – 5], Graco [SPG – 8], and Kollmorgen [SPG – 8] – considered the impact of Markman on the application of issue preclusion to claim construction.  After Kollmorgen, the Federal Circuit actually certified for review the question: 
Is a patentee who settles an earlier infringement case after a Markman ruling precluded from relitigating claim construction issues determined in the prior case?  [See, SPG – 12].  
Unfortunately for us, the parties in Kollmorgen settled prior to resolution of that action.
Recently in RF Delaware [SPG – 14], the Federal Circuit avoided the specific issue from Kollmorgen by ruling on narrower grounds.  The court – properly, but frustratingly – avoided suggesting how it might have ruled, were the question more like that presented in Kollmorgen.
II. Choice of Law in the Federal Circuit

A. What has the Federal Circuit Done?
Although it did not address the specific issue from Kollmorgen, the Federal Circuit may have tipped its hand on an important choice of law issue in RF Delaware [SPG – 13].  There the court cited regional circuit precedent for the application of issue preclusion to claim construction.  Very recently, in Dana [SPG – 13] the court acknowledged and did not retreat from its earlier use of regional circuit law in RF Delaware.  It reiterated that it considers itself bound to apply regional circuit law for issue preclusion.  This time, however, Judge Dyk documented his disagreement on this point.  [See, Dyk concurrence in Dana, SPG – 15]
B. Prior Federal Circuit Precedent
In general, the Federal Circuit applies regional circuit law to procedural issues.  In the past, such issues have included:
(1) discovery orders and sanctions under the Federal Rules of Civil Procedure;

(2) disqualification of counsel or a judge;

(3) pleading amendments and joinder of parties and claims pertaining to nonpatent issues;

(4) form and consistency of jury verdicts and timelines of objections thereto;

(5) form and timing of motions;

(6) law of the case doctrine and res judicata; and

(7) contempt procedure
[from Chisum on Patents, v.8, §21.02[5][b][iv][D]]
However, it is also clear that Federal Circuit law applies where the procedural (also jurisdictional or remedial) issue is related to a substantive issue of patent law.  Thus, the Federal Circuit has applied its own law to:
(1) substantive standards for a preliminary injunction against patent infringement;

(2) estoppel to contest patent validity;

(3) federal patent law preemption of state law;

(4) personal jurisdiction in patent infringement actions;

(5) joinder of a claim for infringement of a foreign patent; and 

(6) declaratory judgment jurisdiction

[from Chisum on Patents, v.8, §21.02[5][b][iv][C]]  
Judge Dyk, in his Dana concurrence, cites two additional instances in which the Federal Circuit has applied its own law in an issue-preclusion related context [SPG – 15].  These include:
(1) the res judicata effect of a consent judgment (from Foster v. Hallco Manufacturing Co., 947 F.2d 469 (Fed.Cir. 1991)), and 
(2) whether a patentee is collaterally estopped from contesting the validity of his patent (from, e.g., Pharmacia & Upjohn Co. v. Mylan Pharms., Inc., 170 F.3d 1373 (Fed.Cir. 1999)).
C. Why does it Matter?

Federal Circuit choice of law decisions may be relevant for two major reasons, one theoretical, and the other practical.  Theoretically, it is of course desirable that Federal Circuit choice of law precedent remain consistent; consistency will help prevent judicial embarrassment and foster predictability among litigants.  However, a theoretically erroneous choice of law determination only achieves practical significance if the law varies from regional circuit to regional circuit.  In the context of issue preclusion – and, more specifically, in determining whether the resolution of a particular issue was sufficiently final – there is at least some indication that it does. [I say there is some indication because certain reputable sources – e.g., Moore’s Federal Practice 3d, §132.03 [5][b] – fail to indicate that there is any difference.]
The most obvious indication comes from the Federal Circuit itself, in Dana.  [See, SPG – 15,16].  There, the court discusses the Avondale Shipyards, Inc. v. Insured Lloyd's decision – 786 F.2d 1265 (5th Cir. 1986) – wherein the Fifth Circuit is considered to have adopted a more stringent standard for the application of issue preclusion than the rest of the circuits, which generally follow the Restatement approach.
The Fifth Circuit discussed and followed its own decision in Avondale, as opposed to the Restatement position, in J.R. Clearwater, Inc. v. Ashland Chem. Co., 93 F.3d 176, 179 (1996).  Additionally, although the Ninth Circuit claims to follow the more flexible Restatement approach, some contend that it actually follows something closer to the Fifth Circuit approach.  See, Continental Airlines, Inc. v. Northwest Airlines, Inc., 824 F.Supp. 629 (S.D. Tex. 1993); see also, Nesin, The Benefits of Applying Issue Preclusion to Interlocutory Judgments in Cases that Settle, 76 NYU L.R. 874, n.52 (2001).  Given the positions of the Fifth and Ninth Circuits, there is practical reason to worry about whether the Federal Circuit’s choice of law decision is correct.

III. Reality Check

[A reminder from Professor Morris.]

Whether a Markman order has preclusive effect in future suits really only matters if future suits are likely.  Thus, for instance, in a two-player market, where a second suit is unlikely (if not barred by claim preclusion), one need not worry about whether a Markman order is preclusive.  Additionally, both patents themselves and the period for collection of damages (see, 35 U.S.C. 286) are limited in time.  The import of future preclusion diminishes rapidly as the PO’s ability to collect damages or obtain an injunction shrinks.

Restatement Second of Judgments 
(Current through March 2003)
Copyright © 1982-2003 by American Law Institute
§ 13. REQUIREMENT OF FINALITY
The rules of res judicata are applicable only when a final judgment is rendered. However, for purposes of issue preclusion (as distinguished from merger and bar), "final judgment" includes any prior adjudication of an issue in another action that is determined to be sufficiently firm to be accorded conclusive effect.
[SPG – 6, 9, 14]
Comment: 
***
g. [SPG – 6, 14] Criteria for determining finality in the application of issue preclusion.... In particular circumstances the wisest course is to regard the prior decision of the issue as final for the purpose of issue preclusion without awaiting the end judgment... Before doing so, the court should determine that the decision to be carried over was adequately deliberated and firm, even if not final in the sense of forming a basis for a judgment already entered. Thus preclusion should be refused if the decision was avowedly tentative. On the other hand, that the parties were fully heard, that the court supported its decision with a reasoned opinion, that the decision was subject to appeal or was in fact reviewed on appeal, are factors supporting the conclusion that the decision is final for the purpose of preclusion. The test of finality, however, is whether the conclusion in question is procedurally definite and not whether the court might have had doubts in reaching the decision. ***
	

	


§ 27. ISSUE PRECLUSION – GENERAL RULE
When an issue of fact or law is

[1] actually litigated and 
[2] determined by a valid and final judgment, and 
[3] the determination is essential to the judgment, 

the determination is conclusive in a subsequent action between the parties, whether on the same or a different claim.
***
[Omitted comments indicate that determinations not essential to the judgment are not the proper subject of issue preclusion because:

“such determinations have the characteristics of dicta, and may not ordinarily be the subject of an appeal by a party against whom they were made.” – SPG]
	

	


§ 28. EXCEPTIONS TO THE GENERAL RULE OF ISSUE PRECLUSION
Although an issue is actually litigated and determined by a valid and final judgment, and the determination is essential to the judgment, relitigation of the issue in a subsequent action between the parties is not precluded in the following circumstances:
(1) The party against whom preclusion is sought could not, as a matter of law, have obtained review of the judgment in the initial action [SPG – 8]; or
(2) The issue is one of law and... 
(b) a new determination is warranted in order to take account of an intervening change in the applicable legal context or otherwise to avoid inequitable administration of the laws.... [SPG – 8]
Comment:
a. Inability to obtain review (Subsection (1))... [T]he availability of review for the correction of errors has become critical to the application of preclusion doctrine. If review is unavailable because the party who lost on the issue obtained a judgment in his favor, the general rule of §27 is inapplicable by its own terms. Similarly, if there was an alternative determination adequate to support the judgment, the rule of §27 does not apply....
The exception in Subsection (1) applies only when review is precluded as a matter of law. It does not apply in cases where review is available but is not sought.  Nor does it apply when there is discretion in the reviewing court to grant or deny review and review is denied; such denials by a first tier appellate court are generally tantamount to a conclusion that the questions raised are without merit. 
[This logic is less applicable where the Federal Circuit refuses to grant petitions on certified questions – here, Markman rulings – because such refusals are routine, and seemingly without consideration on the merits  – SPG [See, SPG – 10]] ***
	

	


§ 29. ISSUE PRECLUSION IN SUBSEQUENT LITIGATION WITH OTHERS
A party precluded from relitigating an issue with an opposing party, in accordance with §§27 and 28, is also precluded from doing so with another person unless the fact that he lacked full and fair opportunity to litigate the issue in the first action or other circumstances justify affording him an opportunity to relitigate the issue. The circumstances to which considerations should be given include those enumerated in §28.... [SPG – 14] ***

TM Patents v. IBM Corp.
72 F.Supp.2d 370 (S.D.N.Y. 11/8/99) (McMahon)
[Hon. Colleen McMahon, confirmed in S.D.N.Y. in 1998, made headlines for her recent grant of summary judgment against a British company’s claim that it owns the patent for hyperlinks to the Internet. [British Telecommunications Inc. v. Prodigy Communications Corp., 217 F.Supp.2d 399 (S.D.N.Y., 8/22/2002)] – SPG]
Procedural History:

Suit #1: TM (PO) sued EMC (AI#1) in D. Mass.  Judge Young held a Markman hearing and construed many of the relevant claims.  A jury trial on the remaining issues began, but never reached verdict because TM and EMC settled during trial.

Suit #2 (this action): TM (PO) P sued IBM (AI#2) in S.D.N.Y. for infringement of the same patents.  IBM argues TM should be precluded from relitigating any claim constructions from D. Mass.
***

1. Collateral Estoppel Effects from the EMC Action
[The court first noted that the Second Circuit requires 4 elements for collateral estoppel: (1) issues raised in both proceedings are identical, (2) relevant issues must have been actually litigated and decided in the prior proceeding, (3) party to be estopped had a full and fair opportunity to litigate in the prior proceeding, and (4) resolution of issues was necessary to support valid and final judgment on the merits. – SPG; note change in order from SPG - 2]
... The parties before me agree that the first and third of those four elements are met in this case.  They disagree, however, as to whether the second and fourth have been satisfied.  Since in this particular case, the fourth element (finality) subsumes the second (actually decided), I will address them together.
As to the fourth element, TM notes that the dispute between it and EMC concerning the meaning of certain terms in the '342 patent was never reduced to a final judgment, because the matter was settled before the jury had returned its verdict on the question of infringement.  TM adopts the simple and straightforward position that no final, appealable judgment means no finality for collateral estoppel purposes.  Unfortunately for TM, that is not the law in this Circuit (or any other, for that matter).  Since Judge Friendly's seminal opinion in Lummus Co. v. Commonwealth Oil Ref. Co., 297 F.2d 80, 89 (2d Cir. 1961), it has been settled that a judgment that is not "final" in the sense of 28 U.S.C. § 1291 can nonetheless be considered "final" in the sense of precluding further litigation of issues that were actually determined in such a judgment.  Whether a ruling is sufficiently final turns on 
"such factors as the nature of the decision (i.e., that it was not avowedly tentative), the adequacy of the hearing, and the opportunity for review."
  
See id.  As Judge Friendly observed, 
"'Finality' in the context here relevant may mean little more than that the litigation of a particular issue has reached such a stage that a court sees no really good reason for permitting it to be litigated again."
Id.; see also Zdanok v. Glidden Co., Durkee Famous Foods Div., 327 F.2d 944, 955 (2d Cir. 1964); Metromedia Co. v. Fugazy, 983 F.2d 350, 366 (2d Cir. 1992).
The Lummus principle is illustrated by Georgakis v. Eastern Air Lines, Inc., 512 F.Supp. 330 (E.D.N.Y. 1981).... 
[I have omitted the discussion of this case, as it simply followed Lummus. – SPG]
The parties have not called my attention to any case in which a court has applied collateral estoppel to bar relitigation of claims construction issues decided at a prior Markman hearing, and I have not located any such decisions.  Nonetheless, that proposition seems self-evident.
[In 2000, the Federal Circuit summarily affirmed, under Federal Circuit Rule 36, a judgment of the N.D. Cal. according preclusive effect to a Markman order that it had determined to be essential to a prior order of summary judgment.[Sec. People, Inc. v. Medeco Sec. Locks, Inc., 59 F.Supp.2d 1040 (7/8/99), aff’d, 243 F.3d 555 (Fed. Cir. 8/8/00)]]
Markman ushered in a new regime in patent claims construction. Prior to the Federal Circuit's ruling in 1995, disputes concerning the meaning of patent claims were submitted to a jury along with questions about validity and infringement.  Thus, until there was a final judgment after a jury verdict, there was no construction of claims, see, e.g., Tol-O-Matic, Inc. v. Proma Produkt-Und-Marketing Gesellschaft, m.b.H., 945 F.2d 1546 (Fed.Cir. 1991), and hence, no finality for collateral estoppel purposes.  However, after Markman, claim construction became a separate legal issue, for determination by the Court.  The parties frequently litigate the meaning of those limitations prior to the trial, as occurred in both EMC and this case, so that the Court can instruct the jury on the meaning of the patent at the outset of the case.  Moreover, the Court limits itself to construing that which is necessary to the resolution of the questions of infringement and validity. The jury is not free to override the Court's construction of the disputed terms.  It is hard to see how much more "final" a determination can be.
The facts of the EMC case bear out this interpretation.  The Massachusetts court was required to construe any disputed terms in the '342 patent for the jury.  Prior to the trial in EMC, Judge Young held a two day hearing, at which both parties were ably represented--TM by the very same lawyers who represent it in the instant action.  The parties identified certain claim limitations on whose meaning they could not agree, and Judge Young heard whatever evidence he thought necessary to interpret those limitations.  He then issued a very thorough ruling, disposing of all disputed issues. After ruling, he entertained reargument and made several modifications.  He then read his ruling to the jury on the first day of trial, in a preliminary jury instruction.  Judge Young used the claim construction to guide his evidentiary rulings. He also gave the jurors copies of what he had read, so that they could refer to his construction during the course of the trial.  The jurors were not free to adopt a contrary construction of the patent claims in suit, and they were so advised.
A verdict would not have changed anything about Judge Young's Markman rulings.  Nothing more remained to be adjudicated; nothing more remained to be decided on the issue of claim construction.  The application of the claim to the product was immaterial to the finality of Judge Young's determinations. Thus, under Lummus and its progeny, the results of the Markman hearing in the EMC action were sufficiently "final" to permit application of collateral estoppel--even though the matter to which they were necessary was never reduced to a final judgment after verdict.  See also Restatement (Second) of Judgments § 13 [SPG – 4], comment e (1980) ("A judgment may be final in a res judicata sense as to part of an action although the litigation continues as to the rest."); Sherman v. Jacobson, 247 F.Supp. 261, 268 (S.D.N.Y. 1965) (noting that a judgment "may be final as to some matters, even though the litigation continues as to others"). [FN1]
FN1. Indeed, so final is a Markman ruling that one could make a strong case for routinely certifying an interlocutory appeal to the Federal Circuit, pursuant to 28 U.S.C. § 1292(b), following such determinations.  Given the frequency with which the Federal Circuit overrules District Court judges on issues of claim interpretation, such appeals would save millions of dollars and thousands of hours of trial time based on patent constructions that turn out to be erroneous. [Kayton would agree. – SPG]
It bears noting that one of the Supreme Court's rationales for upholding the Federal circuit's ground-breaking decision in Markman was the promotion of uniformity in the meaning to be given to a patent claim.  See Markman, 517 U.S. at 390-91, 116 S.Ct. 1384.  Even prior to Markman, the Federal Circuit had held that determination of the scope of a patent claim in a prior infringement action could have collateral estoppel effect against the patentee in a subsequent case.  See Pfaff v. Wells Elec. Inc., 5 F.3d 514, 517-18 (1993).  After Markman, with its requirement that the Court construe the patent for the jury as a matter of law, it is inconceivable that a fully-litigated determination after a first Markman hearing would not be preclusive in subsequent actions involving the same disputed claims under the same patent.  The nature of the Markman proceeding is such that finality is its aim.
TM contends that Judge Young's determinations were "avowedly tentative" for several reasons.  None is persuasive.
First, Judge Young expressed the view that he was "shaky" about several of his conclusions, and indicated that they were "subject to revision."... Of course, a Court does not vitiate the collateral estoppel effect of a ruling by expressing some doubt about its conclusions.  See Restatement (Second) of Judgments § 13, comment g ("The test of finality ... is whether the conclusion in question is procedurally definite and not whether the court might have had doubts in reaching the decision")[SPG-4]; United States v. McGann, 951 F.Supp. 372, 380-81 (E.D.N.Y. 1997).  However, Judge Young made these statements while inviting the parties to move for reconsideration if they disagreed with his constructions (a procedure this Court is not inclined to emulate).  The parties accepted his invitation--in particular, TM asked for reconsideration of several issues that all parties believe are key to the question of infringement.  Notably, Judge Young ceased to feel "shaky" after further briefing and argument, telling the parties, 
"You've got the claim construction, you're going to have to live with it."...
Second, TM has cited several passages from the trial transcript in support of its argument that Judge Young had only gone "so far" in construing certain phrases.  In particular, TM argues that the Judge had not defined the term "integrated" as used in the phrase "single integrated circuit,"... and contends that this constitutes evidence that Judge Young's rulings were not intended to be final.  However, at most this omission would mean that Judge Young cannot bind me to a definition of the term "integrated" as used in the phrase "single integrated circuit."  It does not mean that his other rulings were avowedly tentative, especially when both his words and his behavior during the trial are to the contrary.
[Third, plaintiffs]... argue that the Markman constructions were never reviewed by a higher Court – a not insignificant proposition when nearly 40 percent of claims constructions are changed or overturned by the Federal Circuit.  See Cybor Corp. v. FAS Technologies., Inc., 138 F.3d 1448, 1476 (Fed.Cir. 1998) (Rader, J., dissenting).
[Judge Turk finds this point more persuasive in Kollmorgen.[SPG – 10]]
However, the only reason Judge Young's conclusions were not reviewed on appeal is that the case was settled. A party who cuts off his right to review by settling a disputed matter cannot complain that the question was never reviewed on appeal.  The Markman rulings were not vacated as part of the settlement.  They therefore remain preclusive.  See Hartley v. Mentor Corp., 869 F.2d 1469, 1472-73 (Fed.Cir. 1989); Wellons, Inc. v. T.E. Ibberson Co., 869 F.2d 1166, 1169 (8th Cir. 1989); Siemens Med. Sys., Inc. v. Nuclear Cardiology Sys., Inc. 945 F.Supp. 1421, 1436 (D.Colo. 1996); Ossman v. Diana Corp., 825 F.Supp. 870, 878 (D.Minn. 1993). [FN2]
FN2. Although these rulings involved post-verdict settlements reached prior to appeal, rather than settlements reached before judgment, they are still applicable to this case.  Judge Young's rulings are preclusive, not because they were made before the jury returned a verdict, but because of the special finality of a Markman ruling in a patent case.
Fourth, TM argues that a Markman adjudication cannot be preclusive prior to verdict because there is no requirement that a Court construe the claims in suit prior to giving its final instruction to the jury. [Should there be? – SPG] Indeed, it appears to be the practice in at least one federal district court to hold the Markman hearing during the trial, with the Court issuing its ruling when it instructs the jury at the close of the case.  See, e.g., Johns Hopkins Univ. v. Cellpro, 894 F.Supp. 819, 826 (D.Del. 1995).  Of course, if Judge Young had followed such a procedure, then there would be no issue preclusion from the EMC case.  But he did not.  He held a two day hearing, following which he issued a ruling construing the claims.  He then heard reargument and fine-tuned his ruling, telling the parties to "live with it."  He read the ruling to the jury and handed each juror a copy.  The fact that he could have done otherwise does not vitiate the preclusive effects of what he actually did.  Had Judge Young followed the Delaware procedure and announced his Markman ruling at the close of the evidence, only to see the case settle while the jury was deliberating, I have no doubt that his views about the meaning of the disputed claims would be just as preclusive as if they had been announced prior to trial.  The fact that the judge makes the ruling is sufficient under Lummus; when he does so is irrelevant.
The cases TM cites for the proposition that the collateral estoppel effects from claim construction should be narrowly limited to matters that were essential to a judgment (of validity or infringement) – cases such as Jackson Jordan, Inc. v. Plasser Amer. Corp., 747 F.2d 1567 (Fed.Cir. 1984); A.B. Dick Co. v. Burroughs Corp., 713 F.2d 700 (Fed.Cir. 1983); and Studiengesellschaft Kohle v. Eastman Kodak Co., 616 F.2d 1315 (5th Cir. 1980)--are inapplicable in the post-Markman era, at least when the district court holds a special pre-trial hearing, as Chief Judge Young did in the EMC case.  These authorities were decided at a time when patent claims were construed during jury deliberations.  It therefore made perfect sense to limit the collateral estoppel effects emanating from a jury's judgment on issues of validity and infringement to matters of claim construction that were necessarily comprehended in the verdict.  That rule makes no sense when a court, acting as a matter of law, draws binding conclusions about the meaning of disputed patent terms for the benefits of the litigants and the jurors.  Even the one post-Markman case cited by TM for this proposition, Phonometrics, Inc. v. Northern Telecom, Inc., 133 F.3d 1459 (Fed.Cir. 1998), is not inconsistent with the principle adopted by this Court.  Although the Phonometrics case was decided after Markman, it followed an earlier decision that was not given preclusive effect and was decided several years before Markman.  See Intellicall, Inc. v. Phonometrics, Inc., 952 F.2d 1384 (Fed.Cir. 1992).
Finally, TM argues that a recent Federal Circuit case, Odetics, Inc. v. Storage Tech. Corp., 185 F.3d 1259 (Fed.Cir. 1999), worked a change in the law and demonstrated that some of Judge Young's rulings were erroneous.  To that extent, TM contends, 

collateral estoppel ought not be applied, since it would be clear error to give preclusive effect to a ruling that was entered prior to "a significant change in the legal atmosphere."  Bingaman v. Department of the Treasury, 127 F.3d 1431, 1437-38 (Fed.Cir. 1997), citing Commissioner v. Sunnen, 333 U.S. 591, 600, 68 S.Ct. 715, 92 L.Ed. 898 (1948).
TM is correct about the legal principle, but incorrect when it asserts that Odetics worked a change in the law.... [See, Restatement Second of Judgments §28(2)(b), SPG – 4] [I have omitted the discussion of this case because it is not directly pertinent to the central issue of this packet. – SPG]
If "finality" in the collateral estoppel context 
"mean[s] little more than that the litigation of a particular issue has reached such a stage that the court sees no really good reason for permitting it to be litigated again,"
Lummus [Co. v. Commonwealth Oil Ref. Co.], 297 F.2d [80] at 89, I see no reason to permit TM a second chance to litigate the meaning of the claims previously construed by Judge Young. Therefore, I hold that collateral estoppel forecloses TM from relitigating the meaning of [certain claims]....  The other claims in dispute before me were not disputed in Massachusetts, and TM is free to argue for any interpretation of those limitations here.... 
[In a final note on this issue, Judge McMahon indicates that, even if there were no preclusion, she agrees with Judge Young’s construction, and would probably have adopted it here, anyway. – SPG] ***
	

	


Graco Children’s Prods., Inc. v. Regalo Int’l, LLC
77 F.Supp.2d 660 (E.D. Pa. 12/16/99) (Kelly)
[Hon. Robert F. Kelly was commissioned in 1987 and assumed senior status in 2001. It is unclear whether he has had other experience with patent cases.– SPG]
Procedural History:

Suit #1: Graco (PO) sued Century (AI#1) in ​​E.D. Pa.  Judge Bechtle held a Markman hearing and construed many of the relevant claims.  The jury reached a verdict, finding (1) infringement under DOE, (2) no literal infringement, (3) no willful infringement, and (4) patent not invalid.  Court held (5) patent not unenforceable for inequitable conduct, and (6) denied motion for new trial.  Cross-appeals were dismissed after the parties settled.

Suit #2 (this action): Graco (PO) sued Regalo (AI#2) for infringement of the same patent.  Regalo argues Graco should be precluded from relitigating any claim constructions from E.D. Pa., following TM Patents.  The court held oral arguments and ruled in favor of Graco.  Regalo moves to reconsider.
Summary: The court:
(1) addressed: “whether a party who receives a favorable verdict in a patent infringement suit should be bound by the trial court’s interpretation of a term within the claim of the patent at issue that becomes the subject of a subsequent litigation.” [77 F.Supp.2d at 662]
(2) cited Federal Circuit precedent for the application of issue preclusion. [Contrary to TM Patents – SPG]
(3) considered the Restatement Second of Judgments §28(1) [SPG – 4], TM Patents [SPG – 5], and pre-Markman Federal Circuit precedent to find that issue preclusion does not apply here because:
(a) Graco could not have appealed the issue, as a matter of law, and 
(b) the claim interpretation could not have been the reason for Graco’s “loss” in the previous litigation because Graco did not lose on the issue of infringement.

(4) indicated Graco’s policy argument – preclusion would encourage more appeals and discourage settlement – was “convincing.”  
(5) ended: “To summarize, this Court finds that although the Supreme Court in  Markman found that questions of construction of patents, including terms of art within a claim, are exclusively within the province of the court to decide, in view of, among other things, the importance of uniformity in the treatment of a given patent, circumstances may exist where, as here, despite a previous court having held a hearing on the claim construction of a patent pursuant to Markman, collateral estoppel will not apply to such decisions.” [77 F.Supp.2d at 664-65]
	

	


Kollmorgen Corp. v. Yaskawa Elec. Corp.

147 F.Supp.2d 464 (W.D. Va. 6/19/01) (Turk)
[Hon. James Clinton Turk was commissioned in 1972 and assumed senior status in 2002.  It seems he has had only limited experience with patent cases, but at least one was affirmed by the Federal Circuit [Milliken Research Corp. v. Dan River, Inc., 641 F.Supp. 4 (W.D. Va. 1982), aff’d, 739 F.2d 587 (Fed. Cir. 1984)] – SPG]
Procedural History
5/5/99 – 
PO (Kollmorgen) sued AI#1 (YEC and YEA) in W.D. Va. [THIS ACTION]
6/1/99 – 
AI#2 sought declaration – in E.D. Wis. – of non-infringement of same patents owned by PO; PO counterclaimed for infringement
11/99 – 
E.D. Wis. held Markman hearings
12/22/00 – E.D. Wis. entered Markman Order; post-order, PO and AI#2 settled (settlement originally contingent on vacatur of Markman Order)

2/15/01 – AI#1 filed motion to adopt E.D. Wis.’s Markman Order

3/27/01 – E.D. Wis. denied PO’s motion to vacate Markman Order

5/5/01 – 
W.D. Va. entertained oral arguments on AI#1’s motion to adopt E.D. Wis.’s Markman Order

5/14/01 – E.D. Wis. denied PO’s motions to certify its denial of vacatur for appeal or reconsider such denial (finding AI#1’s motions to intervene moot)

***
II. Analysis
Subsequent to the Supreme Court's analysis in Markman v. Westview Instruments, 517 U.S. 370, 116 S.Ct. 1384, 134 L.Ed.2d 577 (1996), the application of collateral estoppel has presented a unique quandary.  Prior to Markman, a jury determined both the scope and meaning of the allegedly infringed patent and whether the defendant infringed upon such patent.  The Court in Markman, however, held that determining whether a party has infringed a patent claim requires a two-step process.  See id at 388-90, 116 S.Ct. 1384.  First, the Court must determine as a matter of law the scope and meaning of the patent at issue.  See id.  The jury then will determine as a matter of fact whether the defendant's device infringed upon the patent as construed by the Court.  See id.  As in the case at bar, Courts will often conduct a "Markman Hearing" to ascertain plaintiff's patent prior to trial.
A. The Relationship Between the Doctrine of Collateral Estoppel and a Construction of Claims Order
YEC and YEA argue that, post-Markman, courts should apply the collateral estoppel doctrine to a prior court's construction of a patent claim.  Collateral estoppel, commonly referred to as issue preclusion, precludes the re-litigation of issues actually litigated and determined in a previous action.  See Blonder-Tongue Labs., v. Univ. of Ill. Found., 402 U.S. 313, 329, 91 S.Ct. 1434, 28 L.Ed.2d 788 (1971).  Issue preclusion is only appropriate if:  
1) the issue is identical to one decided in the first action;
2) the issue was actually litigated in the first action;
3) resolution of the issue was essential to a final judgment in the first action; and 
[Some jurisdictions separate the inquiry of (1) whether the judgment was final, an, if so (2) whether the issue was essential to such judgment.  As you read, consider which aspect the court was more concerned with here. – SPG]
4) plaintiff had a full and fair opportunity to litigate the issue in the first action.
A.B. Dick Co. v. Burroughs Corp., 713 F.2d 700, 702 (Fed.Cir. 1983), cert. denied, 464 U.S. 1042, 104 S.Ct. 707, 79 L.Ed.2d 171 (1984); See also Masco Corp. v. U.S., 49 Fed.Cl. 337 (2001) citing In re Freeman, 30 F.3d 1459, 1465 (Fed. Cir.1994).

[Is it clear that Federal Circuit precedent governs a procedural issue such as issue preclusion?  Should it? – SPG]
The record indicates that three of the above four requirements have been satisfied.

[1] Both this claim and the Wisconsin court action involved alleged infringement of patent claims '771 and '437.

[4] Throughout the month of November, 2000, Judge Callahan conducted a seven-day Markman hearing to properly determine the scope and meaning of the disputed patents.  Following the hearing, the Court issued a Construction of Claims Order on December 22, 2000.  At this lengthy hearing, both parties had a "full and fair opportunity" to litigate the construction of patents '437 and '771.

[2] Moreover, this Court finds that the parties actually litigated the issue of the patents' scope and claim.
Therefore, the central question before this Court is

[3] whether the construction of the two patents "was essential to a final judgment" in the Eastern District of Wisconsin. 
This Court believes that a consensual settlement between the parties does not constitute a "final judgment." Accordingly, the doctrine of collateral estoppel cannot apply.
B. The Markman Order was not Essential to a Final Judgment
Defendants [YEA and YEC] aver that Judge Callahan's Markman ruling "is a final ruling necessary to support a judgment on the merits."  To support their contention, Defendants rely heavily on the holding in TM Patents, L.P. v. IBM Corp., 72 F.Supp.2d 370 (S.D.N.Y. 1999). [SPG-5] The facts in TM Patents bear a striking similarity to the case at bar.  A judge in an earlier action held a Markman hearing and construed the same claims at issue in the action against IBM. See id. at 374-76, 116 S.Ct. 1384.  Importantly, before a jury determined the alleged infringement, the parties settled the first action.  Nonetheless, the Court in TM Patents held that the judge's construction of claims in the prior case 
"were sufficiently 'final' to permit application of collateral estoppel-even though the matter to which they were necessary was never reduced to a final judgment after verdict."

Id. at 377 (citing Restatement (Second) of Judgments § 13 [SPG – 4], comment e (1980)).
As the TM Patents case indicated, the ruling in Markman "ushered in a new regime in patent claims construction."  Id. at 376, 116 S.Ct. 1384.  Nonetheless, the United States Court of Appeals for the Federal Circuit entertains all appeals originating from patent disputes.  The Court in TM Patents and Defendants [YEA and YEC] in this case incorrectly interpret Markman 's ruling as nullifying pre-existing Federal Circuit analysis regarding collateral estoppel.  Although Markman did empower the judge, rather than the jury, to construe the patent scope and claim at issue, it did not single-handedly redefine "finality" for collateral estoppel purposes.
1. Markman and Patent Claim Consistency
The policy underlying Markman appears to support Kollmorgen's proposition that Judge Callahan's Construction of Claims Order does not have preclusive effect.  As TM Patents noted, the Court's analysis in Markman strongly rested on the 
"promotion of uniformity in the meaning to be given to a patent claim."  
Id. at 377 (citing Markman, 517 U.S. at 390-91, 116 S.Ct. 1384).  The Supreme Court's holding stemmed, in large part, from its interest in providing the public with consistent constructions of patent claims.  See Markman, 517 U.S. at 389-91, 116 S.Ct. 1384.  Therefore, it appears extremely ironic that the very order Defendants [YEA and YEC] want this Court to adopt, Plaintiff [Kollmorgen] had no opportunity to have reviewed.  When the parties settle, as in the case at hand, the Federal Circuit lacks jurisdiction to review the Markman Order without a certified interlocutory appeal.  However, even if a District Judge certifies an appeal, the Federal Circuit consistently declines to review patent claim interpretations.  See Cybor Corp. v. FAS Technologies, Inc., 138 F.3d 1448, 1479 (Fed.Cir. 1998) (Newman, J., additional views).  Disturbingly, although the Federal Circuit generally declines interlocutory appeals, when the court dismisses the claim or when parties battle the patent dispute to trial and then appeal the court's claim interpretation, 
"nearly 40 percent of claims constructions are changed or overturned by the Federal Circuit."  
See TM Patents, 72 F.Supp.2d at 378 citing Cybor Corp., 138 F.3d at 1476 (Rader, J., dissenting).

[The Federal Circuit’s consistent refusal to certify claim interpretations for appeal goes to appealability, which is a factor in determining finality.  It’s consistently high reversal rate for claim interpretations goes directly to finality. – [See Restatement Second of Judgments §13, comment g, SPG – 4]]
Although Plaintiff [Kollmorgen] had no opportunity to appeal Judge Callahan's patent interpretation, Defendants still assert that Markman supports this Court's adoption of the Wisconsin Court's Order for purposes of providing consistency.  This proposition contradicts logic.  Clearly, uniformity of patent claims laid the foundation for the Supreme Court's analysis.  See Markman, 517 U.S. at 390, 116 S.Ct. 1384.  This foundation, however, presupposes that the court's construction of the patent is correct.  Surely no judicial scholar would argue the Supreme Court's interests in uniformity is mutually exclusive to an interest in a proper patent claim construction. Further, the Supreme Court's interest in uniformity also stemmed from Congress' creation of the Federal Circuit as the exclusive appellate court for patent cases.  See id. (citing H.R. REP. NO. 97-312, pp. 20-23 (1981)).  The Court appeared to value the role of the Federal Circuit as the final interpreter of patent claim construction.  Accordingly, this Court believes Markman supports the promotion of uniformity, yet it does not stand for the blanketed adoption of patent constructions without first undergoing the Federal Circuit's rigorous review.
2. Effect on Future Settlements in Patent Litigation
Moreover, this Court believes that applying collateral estoppel doctrine to an unappealable order would have a chilling effect on settlements.  See also Graco Children's Products, Inc. v. Regalo International, LLC, 77 F.Supp.2d 660, 664 (E.D.Pa. 1999)(noting that granting preclusory effect to claim construction would discourage settlement and increase appeals to correct what the party perceives as unduly narrow claim construction).  [SPG-7] Contrary to TM Patents logic that a 
"party who cuts off his right to review by settling a disputed matter cannot complain that the question was never reviewed on appeal," 
72 F.Supp.2d at 378, this Court strongly believes that a party should have an opportunity to appeal a potentially preclusive order. Defendants [YEA and YEC] and the court in TM Patents seem to ignore the reality that the Federal Circuit consistently refuses to review lower court's patent claim constructions on interlocutory appeal.  See Cybor Corp. v. FAS Technologies, Inc., 138 F.3d 1448, 1479 (Fed.Cir. 1998)(Newman, J., additional views).
[What would Kayton say about this? – SPG]
Thus, the Federal Circuit must assume that such Markman Orders will not have a preclusive effect.  As more than forty percent of all Markman Orders are reversed by the Federal Circuit, logic dictates that for these claim constructions to have a preclusive effect, the litigants must first have an opportunity to seek Federal Circuit review.  To follow Defendants' [YEA’s and YEC’s] argument would necessarily curtail, if not cease entirely, settlements in patent disputes.  Why would a party settle a patent dispute, after a damaging Markman Order, with the knowledge that it cannot appeal the district court's patent claim construction?  Parties to a settlement will lack any incentive to settle if the virtually unreviewable Markman ruling will have a preclusive effect on other potential patent actions.
[Reality Check [SPG – 3]: Again, there will be no chilling effect where there is no real potential for other patent actions. – SPG]
3. The Construction of Claims in Patents '771 and 437 was not Essential to a Final Judgment of Patent Infringement
Defendants [YEA and YEC] aver that any precedent prior to Markman pertaining to collateral estoppel cannot apply and is simply inapplicable to the facts at bar.  Contrary to Defendants [YEA’s and YEC’s] assertions and the holding in TM Patents, this Court holds that pre-Markman analysis still holds precedential value and applies quite poignantly to this patent dispute.  See e.g., Hilgraeve Corp. v. Symantec Corp., 90 F.Supp.2d 850, 853-55 (E.D.Mich. 2000).  Thus, the central issue in this case remains whether, under the doctrine of collateral estoppel, 
"the resolution of the issue was essential to a final judgment in the first action."  
See A.B. Dick Co. v. Burroughs Corp., 713 F.2d 700, 702 (Fed.Cir. 1983), cert. denied, 464 U.S. 1042, 104 S.Ct. 707, 79 L.Ed.2d 171 (1984); See also Masco Corp. v. U.S., 49 Fed.Cl. 337 (2001) citing In re Freeman, 30 F.3d 1459, 1465 (Fed.Cir. 1994).  The Federal Circuit held that 
"'where a determination of the scope of patent claims was made in a prior case, and the determination was essential to the judgment there on the issue of infringement, there is collateral estoppel in a later case on the scope of such claims.'"
Pfaff v. Wells Electronics, 5 F.3d 514, 517 (Fed.Cir.1993)(quoting Molinaro v. Fannon/Courier Corp., 745 F.2d 651, 655 (Fed.Cir.1984)).  In discussing the application of issue preclusion, the Federal Circuit has held that 
"judicial statements regarding the scope of patent claims are entitled to collateral estoppel effect in a subsequent infringement suit only to the extent that determination of scope was essential to a final judgment on the question of validity or infringement."  
A.B. Dick Co. v. Burroughs Corp., 713 F.2d at 704.
Under clear Federal Circuit guidance, this Court may only apply collateral estoppel if it finds that Judge Callahan's interpretation of patent claims '771 and '437 was essential to a final judgment on the question of the patents' infringement.  
[This is not necessarily the case under Federal Circuit precedent; it is simply unclear.  It is also not clear whether Federal Circuit or regional circuit precedent controls on this issue. – SPG]
The Federal Circuit has further advised that a Court may also look 
" 'to the facts of the particular case in deciding whether justice, expediency, and the public interest are served by collateral estoppel.' "
Masco Corp. v. Mas-Hamilton Group, 49 Fed.Cl. 337, 343-44 (2001)(quoting Comair Rotron, Inc. v. Nippon Densan Corp., 49 F.3d 1535, 1538 (Fed.Cir. 1995));  See also Abbott Laboratories v. Dey, L.P., 110 F.Supp.2d 667, 670 (N.D.Ill. 2000)(noting that even when the conditions for collateral estoppel are met, the court may still decline to apply issue preclusion).
Defendants [YEA and YEC] correctly note that the parties to the Wisconsin action entered into serious settlement negotiations subsequent to a seemingly damaging construction of claims order.  The settlement between the parties clearly ceased the 

litigation, and neither the court nor a jury ever decided whether defendants infringed upon plaintiff's [Kollmorgen’s] patents.  Thus, the court never reached a "final judgment on the question of validity or infringement."  A.B. Dick Co. v. Burroughs Corp., 713 F.2d at 704.  Nonetheless, Defendants [YEA and YEC] aver that the court's Markman Order may still be considered "final" for purposes of collateral estoppel.  See Lummus Co. v. Commonwealth Oil Ref. Co., 297 F.2d 80, 89 (2d Cir. 1961).  Importantly, both TM Patents and Lummus Co., recognize that a determination of whether a ruling is considered "final" "turns upon such factors as the nature of the decision (i.e., that it was not avowedly tentative), the adequacy of the hearing, and the opportunity for review." Id. at 90.

[It is hard to tell whether the court means to reconcile or distinguish between Second and [perceived] Federal Circuit precedent.  If it meant to distinguish, the following may provide a reason for its conclusion “in the alternative.” - SPG]
As discussed above, this Court believes the lack of any realistic opportunity for Federal Circuit review greatly outweighs the adequacy of the hearing and the nature of the Markman Order.  As noted in Cybor v. FAS Technologies, Inc., 138 F.3d 1448 (Fed.Cir. 1998), 
"[t]he meaning of a claim is not certain (and the parties are not prepared to settle) until nearly the last step in the process-decision by the Court of Appeals for the Federal Circuit."
Id. at 1476 (Rader, J., dissenting).  Although this Court is mindful that the Court in Markman strove for consistency and uniformity in such claim constructions, in light of a totality of circumstances, Kollmorgen's inability to have the order reviewed is fatal to Defendant's [YEA’s and YEC’s] Motion to Adopt.  As the Wisconsin Court never reached a decision as to the patent infringement claim, the order necessarily could not prove essential to a non-existent final judgment, and thus, collateral estoppel will not apply to the determination of patents '771 and '437.  See A.B. Dick Co. v. Burroughs Corp., 713 F.2d 700, 702 (Fed.Cir. 1983), cert. denied, 464 U.S. 1042, 104 S.Ct. 707, 79 L.Ed.2d 171 (1984); See also Masco Corp. v. U.S., 49 Fed.Cl. 337 (2001) citing In re Freeman, 30 F.3d 1459, 1465 (Fed.Cir. 1994).

III. Conclusion
Courts need not blindly apply the doctrine of collateral estoppel to a prior Markman ruling that construes a patent's scope and claim.  The Federal Circuit's review of a lower court's ruling is crucial to providing the public with a uniform and proper patent claim construction.  See Markman, 517 U.S. at 390, 116 S.Ct. 1384.  Based upon the policy concerns in Markman and the applicable precedent, this Court holds that Judge Callahan's Markman ruling was not essential to a determination of patent infringement....
[It seems that a judgment of patent infringement is the only type of determination that this court would respect as “final.” - SPG] ***
	

	


Kollmorgen Corp. v. Yaskawa Elec. Corp.
2001 WL 1356727 (Fed. Cir. 10/19/01) (unpublished) (Michel, Rader, Gajarsa)
[YEC and YEA petition the Federal Circuit for permission to appeal Turk’s interlocutory order finding no preclusion.]
*** The controlling question of law is whether a patentee who settles an earlier infringement case after a Markman ruling is precluded under the doctrine of collateral estoppel from relitigating claim construction issues determined in the prior case.  The district court concluded that the doctrine of collateral estoppel did not apply because 
"a consensual settlement between the parties does not constitute a 'final judgment.' "
However, other jurisdictions have reached different conclusions on facts that the district court acknowledged "bear a striking similarity to the case at bar."  In TM Patents, L.P. and TM Creditors, L.L.C. v. IBM Corp., 72 F.Supp.2d 370, 377 (S.D.N.Y. 1999), [SPG – 5] the district court held that Markman rulings on claim construction in a prior case 
"were sufficiently 'final' to permit application of collateral estoppel--even though the matter to which they were necessary was never reduced to a final judgment after verdict."
In certifying its order for interlocutory appeal, the district court determined that 
(1) the order involves a controlling question of law; 
(2) there is substantial ground for difference of opinion on the question, and; 
(3) the immediate determination of the question by this court will materially advance the ultimate termination of this action.  
See also 28 U.S.C. §  1292(b), (c)(1).  We agree....
[Wow! Unfortunately, the parties settled prior to actual Federal Circuit review. – SPG] ***

	

	


RF Delaware, Inc. v. Pac. Keystone Techs., Inc.
326 F.3d 1255 (Fed. Cir. 4/21/03) (Michel, Rader, Schall)
Procedural History:
Suit #1: PO (RF Delaware) sued AI#1 in E.D. Va., and court construed the claims of the patents.  PO and AI#1 settled.

Suit #2: PO sued AI#2 (Pacific) in N.D. Ala. for infringement of same patents.  N.D. Ala. construed the claims (in a manner less favorable for PO than E.D. Va.) and granted summary judgment for AI#2, finding no infringement.  PO appeals N.D. Ala.’s claim interpretation, and the grant of summary judgment to AI#2.
Summary: The court:
(1) addressed “Pacific's allegation that, regardless of the soundness of the Alabama district court's claim interpretation analysis, the trial court is bound by claim constructions in rulings on partial summary judgment from the Virginia district court in a case involving the same patents that ended in an extrajudicial settlement without complete adjudication even as to liability.” [326 F.3d at 1260]
(2) cited regional circuit precedent for the application of issue preclusion, indicating:


“As a purely procedural issue and in circumstances such as those presented here, the law of the regional circuit applies to the issue of collateral estoppel.” [326 F.3d at 1261]
(3) held prior claim construction rulings from partial summary judgment orders not preclusive here
[In Dana, the court describes its own actions in RF Delaware [See SPG – 14].  Thus, I will not provide a more detailed description here. – SPG]
	

	


Dana v. E.S. Originals, Inc.
342 F.3d 1320 (Fed. Cir. 9/8/03) (Rader, Bryson, Dyk (concurring) [SPG – 15])
Procedural History:
Pre-Suit: PO#1 (Dana) assigned patent to PO#2, expressly reserving the right to sue for pre-assignment infringement.  

Suit #1: PO#2 sued AI (ESO) and obtained a judgment of infringement in C.D. Cal.  Orders of partial summary judgment held the patent valid, enforceable, and infringed under DOE.  2 months later, parties entered settlement agreement that included entry of consent decree, which recited that it was the intention of the parties that the partial summary judgment order “shall have no collateral estoppel or res judicata effect with respect to or in favor of any third party,” but added that the court “takes no position with respect to this intent.”

Suit #2: (THIS ACTION) PO#1 (Dana) sued AI (ESO) in S.D. Fla., seeking damages for pre-assignment infringement.  PO moved for partial summary judgment as to liability, arguing AI was collaterally estopped from denying infringement or challenging validity, based on Suit #1.  S.D. Fla. found that the issues of validity and infringement here were (1) identical to those in C.D. Cal., and (2) had been fully litigated there.  It also found such orders sufficiently final to warrant application of collateral estoppel, and that no exceptions applied.
[Note that the collateral estoppel asserted here is non-mutual “offensive” collateral estoppel, i.e., it is being asserted against an AI (that was party to the prior suit) by a PO (that was not party to the prior suit).  All other cases in this packet – and most issue preclusion cases – involve non-mutual “defensive” collateral estoppel. – SPG]
***
II [Collateral Estoppel]
A [The Standard]
A party asking the court to apply collateral estoppel must establish that:  
"(1) the issue at stake is identical to the one involved in the prior proceeding;  
(2) the issue was actually litigated in the prior proceeding;  
(3) the determination of the issue in the prior litigation must have been 'a critical and necessary part' of the judgment in the first action; and 
(4) the party against whom collateral estoppel is asserted must have had a full and fair opportunity to litigate the issue in the prior proceeding." 
Pleming v. Universal-Rundle Corp., 142 F.3d 1354, 1359 (11th Cir. 1998);  see also Christo v. Padgett, 223 F.3d 1324, 1339 (11th Cir. 2000).  On procedural issues not unique to this circuit's exclusive jurisdiction, we apply the law of the REGIONAL circuit, which in this case is the Eleventh Circuit.  Vivid Techs., Inc. v. Am. Sci. & Eng'g, Inc., 200 F.3d 795, 807 (Fed.Cir. 1999) [re: application of a discovery rule - SPG]; see, e.g., Bayer AG. v. Biovail Corp., 279 F.3d 1340, 1345 (Fed.Cir. 2002) [re: issue preclusion for  judgment of non-infringement as to one ANDA, for 30 mg version, to another ANDA, for 60 mg version - SPG]
1 [Are Partial Summary Judgment Orders Final?]
The defendants [ESO] argue that because the partial summary judgment orders entered in the California case were not final, appealable orders, they did not have a full and fair opportunity to litigate the issues of infringement and validity in the California action.  In order for those prior rulings to be given collateral estoppel effect, however, it is not necessary for them to be final orders for purposes of appeal.  Christo, 223 F.3d at 1338-40.  It is 
"widely recognized that the finality requirement is less stringent for issue preclusion than for claim preclusion."
Id. at 1339. Section 13 of the Second Restatement of Judgments, cited with approval in Christo, 223 F.3d at 1339 n. 47, provides that 
"for purposes of issue preclusion ... final judgment includes any prior adjudication of an issue in another action that is determined to be sufficiently firm to be accorded conclusive effect."
Restatement (Second) of Judgments § 13 (1982). [SPG-4] The test for finality is whether the prior decision was "adequately deliberated and firm" or "avowedly tentative," and whether the parties were fully heard in the prior proceeding.  Id. § 13, cmt. g. In Christo itself, the court found certain "preliminary findings" to be sufficiently final for collateral estoppel purposes where the court that entered those findings considered evidence from all parties, issued a substantial order explaining its findings, and put the parties on notice of the potential preclusive effect of the findings. Christo, 223 F.3d at 1339.

This court has recently applied Christo in RF Delaware, Inc. v. Pacific Keystone Technologies, Inc., 326 F.3d 1255 (Fed.Cir. 2003) [SPG – 13].  In that case, we held that partial summary judgment orders entered by a Virginia district court that included rulings on claim construction did not preclude a patentee from arguing for a different claim construction in an action brought in an Alabama district court.  The Virginia court had entered orders that incorporated a claim construction, but before the case went to trial on the issue of infringement the parties settled.  The district court in the follow-on action declined to apply collateral estoppel against the patentee based on the claim construction employed by the Virginia court in the pretrial orders.

Applying Eleventh Circuit law, this court stated that the Virginia court orders "were not sufficiently firm to have preclusive effect" and distinguished Christo on three grounds.  First, no evidentiary hearing was conducted in the Virginia case; for that reason, this court concluded that "it is questionable whether the parties were 'fully heard' " on the issue.  Second, unlike in Christo, the parties were not on notice that the orders in the Virginia case could have preclusive effect elsewhere.  Third, the Virginia court did not enter a final order approving the proposed settlement of that action.

With regard to whether the party to be estopped had a full and fair opportunity to litigate and whether the partial summary judgment orders were sufficiently final to be accorded preclusive effect, this case is closer to Christo than to RF Delaware. [SPG – 14]  In the RF Delaware case, the issue as to which the defendant was seeking issue preclusion was claim construction, on which the district court might have modified its position at trial.  In both of the pertinent orders from the California case, by contrast, the court set forth its findings of fact and conclusions of law in fully reasoned opinions.  Those orders were not preliminary in nature, but made clear that they fully and finally resolved the matters addressed.  The court in the California action clearly considered the issue of direct infringement and validity to be conclusively decided and complete, with only damages and a separate claim on inducement of infringement remaining as open issues.

Unlike in RF Delaware, the district court in this case found that the parties were aware of the potential future application of the doctrine of collateral estoppel.  The inclusion of language in the consent decree attempting to limit the estoppel effect to the two parties to the agreement [See, SPG – 16, 17] is evidence that the defendants [ESO] were aware of the risk of a suit by Mr. Dana. Moreover, the orders in the California case indicate that the California district court conducted hearings addressing motions for partial summary judgment on both infringement and validity.  Accordingly, we agree with the district court that the parties were fully heard on those issues in the California case.

The defendants [ESO] seek to distinguish Christo on the ground that Christo involved defensive collateral estoppel.  Yet while it is true that 
"a stronger showing that the prior opportunity to litigate was adequate may be required" 
for offensive collateral estoppel than for defensive collateral estoppel, Parklane [Hosiery Co., Inc. v. Shore, 439 U.S. [322] at 331 n. 16, 99 S.Ct. 645 [(1979)] basic inquiry is the same:  whether the party to be estopped had a full and fair opportunity to litigate the issue in question.  See Restatement (Second) of Judgments § 29 (1982). [SPG – 4] And as to that issue, we find no error in the district court's 

conclusion that the defendants had ample opportunity and incentive to litigate the issues of infringement and validity in the California case.

The defendants [ESO] rely on Avondale Shipyards, Inc. v. Insured Lloyd's, 786 F.2d 1265 (5th Cir. 1986) [SPG – 3], for the proposition that a partial summary judgment order is not a final judgment for purposes of res judicata and collateral estoppel.  In Avondale, a district court had entered a partial summary judgment order in a personal injury case ruling that a ship under construction in Avondale's shipyard was a "vessel," for purposes of the Longshore and Harbor Workers' Compensation Act, and that it was under Avondale's control at the time an employee was injured on the premises.  Avondale subsequently settled that case.  In Avondale's later indemnity action against other defendants, the district court held that Avondale was collaterally estopped by the earlier ruling from denying that the ship was a "vessel" under Avondale's control at the time of the injury.  The Fifth Circuit reversed that ruling, holding that the partial summary judgment order was not sufficiently final to be given collateral estoppel effect.  Although the court stated that an order granting partial summary judgment has no res judicata or collateral estoppel effect, the court focused on the fact that the partial summary judgment order did not determine Avondale's liability but merely addressed some of the relevant issues in that action.  Id. at 1272.

It appears that the order at issue in Avondale is less final than the order at issue in this case.  In any event, Avondale was decided by the Fifth Circuit after the creation of the Eleventh Circuit and therefore is not binding here.  The Christo case makes clear (as does our decision in RF Delaware ) that the Eleventh Circuit follows the more flexible approach employed by the Restatement of Judgments, [SPG – 3] which gives collateral estoppel effect to orders that do not constitute final, appealable judgments if they are "sufficiently firm to be accorded conclusive effect."  Christo, 223 F.3d at 1339 n. 47.

2 [Are the Issues in This Action Identical to Those in the Previous Action?]
The defendants [ESO] also contend that the issues in this case are not identical to the ones involved in the prior action.... [Although I do not discuss it in this packet, this is another issue that is likely to be of importance in determining whether a prior Markman order should be preclusive.  Remember: some patents have complicated histories and/or families, and one may want to argue that the claim construction from patent A should also apply to patent B. - SPG]
3 [Were the Issues Determined in the First Action Essential to that Judgment?]
The defendants [ESO] also argue that Mr. Dana cannot show that determination of the pertinent issues was critical and necessary to the judgment in the first action, because no final judgment was ever entered in the California action. That argument, raised for the first time in the defendants’ reply brief in this court, is simply a repackaged version of their finality argument, which we have already addressed and rejected.  The issues as to which Mr. Dana wishes to give the California orders collateral estoppel effect—infringement and validity—were obviously critical and necessary elements of the California court’s holding that the defendants had infringed the ‘922 patent and that the patent was not invalid.

Accordingly, we hold that the legal prerequisites for applying collateral estoppel were satisfied in this case.  That determination does not conclude our analysis, however, because we must also consider whether equitable factors weighing against the offensive use of collateral estoppel are present in this case such that the district court’s invocation of the doctrine would be an abuse of discretion.  See Parklane, 439 U.S. at 331, 99 S.Ct. 645 (concluding that “the preferable approach ... is not to preclude the use of offensive collateral estoppel, but to grant trial courts broad discretion to determine when it should be applied”)....
DYK, Circuit Judge, concurring.

Although I agree with the majority that we are constrained by our cases to apply regional circuit law here on the issue of collateral estoppel, I write separately to emphasize my view that we should apply our own law to issues of res judicata and collateral estoppel, and to make clear what, in my view, we are not deciding.

I [The Federal Circuit Should Apply its Own Law to Issues of Res Judicata and Collateral Estoppel]
In an earlier concurrence in Vardon Golf Co. v. Karsten Manufacturing Corp., 294 F.3d 1330 (Fed.Cir. 2002), I urged that we should apply our own law to issues of res judicata and collateral estoppel.  Id. at 1335-36 (Dyk, J., concurring).  At 

present our jurisprudence on this question is at best confusing.  We have held that, as a general matter, the law of the regional circuit applies to issues of res judicata and collateral estoppel.  Media Techs. Licensing, LLC v. Upper Deck Co., 334 F.3d 1366, 1369 (Fed.Cir. 2003) (res judicata); Bayer AG. v. Biovail Corp., 279 F.3d 1340, 1345 (Fed.Cir. 2002) (collateral estoppel); accord RF Del., Inc. v. Pac. Keystone Techs., Inc., 326 F.3d 1255, 1261 (Fed.Cir. 2003) (holding that, because it is “a purely procedural issue ... in circumstances such as those presented here,” the law of the regional circuit applies to collateral estoppel with respect to the effect of a previous judgment); Mars Inc. v. Nippon Conlux Kabushiki-Kaisha, 58 F.3d 616, 618 (Fed.Cir. 1995).  However, in Foster v. Hallco Manufacturing Co., 947 F.2d 469 (Fed.Cir. 1991), we held that the res judicata effect of a consent judgment is governed by our own law because we 
“perceive[d] a clear need for uniformity and certainty” in the application of res judicata “as applied to a consent decree holding a patent valid and infringed.”  
Id. at 475.  We later characterized that case as an exception because it “was in substance a question of patent law.”  Mars Inc., 58 F.3d at 618.  We have also held that our own law determines whether a patentee is collaterally estopped from contesting the validity of his patent, citing the Supreme Court’s decision in Blonder-Tongue Laboratories, Inc. v. University of Illinois Foundation, 402 U.S. 313, 91 S.Ct. 1434, 28 L.Ed.2d 788 (1971). See, e.g., Pharmacia & Upjohn Co. v. Mylan Pharms., Inc., 170 F.3d 1373, 1379-80 (Fed.Cir. 1999); Stevenson v. Sears, Roebuck & Co., 713 F.2d 705, 709 (Fed.Cir. 1983).

There are substantial reasons to apply our own law on all issues of res judicata and collateral estoppel.  We have held that 
“we apply regional circuit law to nonpatent issues” 
in part 
“to minimize the incentive for forum-shopping by parties who are in a position to determine, by their selection of claims, the court to which an appeal will go.”  
Midwest Indus., Inc. v. Karavan Trailers, Inc., 175 F.3d 1356, 1359 (Fed.Cir. 1999) (en banc in relevant part). Applying regional circuit law to issues of res judicata and collateral estoppel, however, simply encourages forum shopping.  Res judicata and collateral estoppel may be outcome determinative, so there is a strong incentive to select a favorable forum.  Vardon Golf, 294 F.3d at 1336 (Dyk, J., concurring).  As I noted in Vardon Golf, 
“[t]here is simply no reason why an earlier patent judgment should have one consequence in the Third Circuit and another in the Seventh Circuit, for example.  Such an approach encourages the very forum shopping that our regional circuit law approach was designed to prevent.”  
Id.
I express no view here as to whether, applying our own law, we should adopt the Eleventh Circuit rule or the stricter final judgment rule apparently adopted by the Fifth Circuit.  See Maj. Op., ante, 1324-1325.
II [There Exist Mechanisms to Prevent Interim Decisions in Litigation from Having Collateral Estoppel Effect in Future Litigation]
I also write separately to emphasize that our decision today does not determine that the parties to a district court settlement agreement lack a mechanism to prevent interim decisions in that litigation from having collateral estoppel effects in future third party litigation.  That goal could perhaps be accomplished by moving to vacate the district court's earlier decision as part of the settlement.  
[P attempted to do so in Kollmorgen, but was denied – SPG]

The Supreme Court's decision in U.S. Bancorp Mortgage Co. v. Bonner Mall Partnership, 513 U.S. 18, 115 S.Ct. 386, 130 L.Ed.2d 233 (1994), held only that such a vacatur was inappropriate by the Supreme Court and the courts of appeals on review of a final district court decision.  Id. at 28-29.  Bancorp did not, however, address the power of the district court to vacate non-final orders pursuant to a settlement agreement.  Indeed, by its terms, Bancorp does not apply to district courts but rather only to the Supreme Court and to courts of appeals.  See id. at 19, 28, 115 S.Ct. 386;  Valero Terrestrial Corp. v. Paige, 211 F.3d 112, 117-21 (4th Cir. 2000) (concluding, however, that the same analysis should be conducted with respect to district court Rule 60(b) motions);  cf. Phonometrics, Inc. v. N. Telecom Inc., 133 F.3d 1459, 1468 (Fed.Cir. 1998) (holding that Cardinal Chemical Co. v. Morton International, Inc., 508 U.S. 83, 113 S.Ct. 1967, 124 L.Ed.2d 1 (1993), which prohibits the Federal Circuit from vacating a judgment of invalidity when we have found the patent not to have been infringed, does not prohibit a district court from dismissing a counterclaim of invalidity when it has found no infringement). However, no effort was made here to vacate the earlier district court order.

Alternatively, the parties might agree as part of the settlement that the earlier decision would have no res judicata or collateral estoppel effect, as they appear to have attempted to do in this case. See Foster v. Hallco Mfg. Co., 947 F.2d at 480-81; Hartley v. Mentor Corp., 869 F.2d 1469, 1472 (Fed.Cir. 1989) (suggesting that the preclusive effect of earlier interlocutory orders is to be determined by interpreting the settlement agreement).
[Is Dyk suggesting that parties may decide entirely amongst themselves, without any input from the court?  Remember that In Kollmorgen, the court refused to vacate its claim construction ruling. [SPG – 9]]

It can be argued that the "strong public interest in settlement of patent litigation," Foster, 947 F.2d at 477, would be served by allowing the parties to a settlement at the district court level to determine the collateral estoppel effect of earlier orders in the litigation.  However, I do not read appellant's opening brief in this case as having raised this issue, and the majority quite properly refrains from addressing it.
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