





























¥ While the meaning of the word “phase” in this Restatement

discussed above for “parts.
comment may be somewhat unclear on first reading, the use of the term seems to be the
result of a purposeful choice to avoid the term “claim,” which the Restatement has defined to
include all grounds for relief, spanning multiple actions, from the same series of transactions.
The Restatement cannot, for example, refer to a federal-law claim and to a separate state-law
claim (or to a Tariff Act claim and a separate Patent Act claim), as each pair of theories of
relief has been defined to constitute a single claim for claim preclusion purposes.'® Thus,
“phases” refers, essentially, to different actions in which different theories of relief are
advanced. A plaintiff who withholds a federal antitrust theory in a state-law complaint
seeking only state-law relief may or may not be precluded from subsequently seeking relief
on the federal ground in federal court. Restatement § 26 illus. 2 (providing this antitrust
example). The first phase is the proceeding in which the first (state-law) theory is adjudged,
the second phase occurs when the second (federal-law) theory is adjudged. Because there is
only one claim across the actions, the claimant litigates phases of its claim in a second action;

the phases that may be permitted in a second action are the theories for relief not permitted in

the first, and those theories are litigated in their entirety (subject to issue preclusion).

? Commission proceedings have, to some degree, phases involving violations and relief. Of course,
most district court actions do not (juries typically return a single verdict that determines liability and awards
damages). To the extent that civil litigation has phases, those phases — including pleading, discovery, pretrial
motion, trial, and post-trial motion — plainly are irrelevant for purposes of consideration of preclusion;
preclusion does not operate to skip fewer than all of these phases.

19 As confusing as the word “phase” may be, we are not aware of any better alternative. A “cause of
action” is defined to be coextensive with the Restatement’s broad definition of “claim,” i.e., using a
transactional test. See, e.g., 18 Charles Alan Wright ef al., Federal Practice & Procedure § 4407, at 157 (2d ed.
2002); Acumed LLC v. Stryker Corp., 525 F.3d 1319, 1323 n.2 (Fed. Cir. 2008). The second action may include
only some overlap with the transactions of the first action, for which reason claim preclusion cannot discuss
allowance or disallowance of the “action”; if preclusion applies, only the overlapping portion of the second
action will be barred.
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The TA’s opposition raises certain policy arguments against the relitigation of issues
already adjudged in the Texas action. 1A Opp’n 14. Issue preclusion, however, is meant to
address inefficiencies or unfairness caused by relitigation of issues, 18 Wright et al., supra
note 10, § 4416, at 393, and issue preclusion may bar Toyota from challenging the
infringement and validity of the 970 patent. The core value of claim preclusion, on the other
hand, is repose.'’ By way of example, the leading treatise explains thusly:
The deepest interests underlying the conclusive effect of prior
adjudication draw from the purpose to provide a means of finally
ending private disputes. The central role of adversary litigation in our
society is to provide binding answers. We want to free people from
the uncertain prospect of litigation, with all its costs to the emotional
peace and ordering of future affairs. Repose is the most important
product of res judicata.

Id. § 4403, at 26-27, 29.12

B

Paice, but not the A, offers what it deems binding Federal Circuit authority for its
arguments. Paice Opp’n 12-13. These cases, however, fail to support Paice’s opposition.

Paice relies substantially on the Federal Circuit’s decision in Young Engineers, Inc. v.
U.S. International Trade Commission, 721 F.2d 1305 (Fed. Cir. 1983). Paice characterizes
Young Engineers as adopting “a ‘pragmatic approach’ . . . such that claim preclusion bars

relitigation of any ‘phase’ of the ITC investigation that a party was not ‘disabled from

presenting in the first action.”” Paice Opp’n 12-13 (quoting Young Engineers, 721 F.2d at

' We do not mean to suggest that it is inappropriate for a Commission investigation to follow a district
court judgment, upon which we take no position here; despite concerns of repose, claim preclusion has limits
and exceptions.

12 See also, e.g., Linda J. Silberman ef al., Civil Procedure: Theory and Practice 806 (2d ed. 2006)
(“Relitigation frustrates any sense of repose in the parties. Litigants should be entitled to feel that they have put
a litigated claim behind them and plan their affairs accordingly. Such repose is provided by claim preclusion.”);
Foster, 947 F.2d at 475-76 (“The principles of law denominated ‘res judicata’ embody the public policy of
putting an end to litigation.”).
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1315). This selective quotation from Young Engineers misrepresents that case’s holding, and
we have already disposed of Paice’s erroneous interpretation of “phase.”

Young Engineers examined whether the judgment of a district court had preclusive
effect on a subsequent section 337 investigation. The Federal Circuit lacked precedential
authority for applying preclusion to an administrative adjudication where remedies may
differ from ‘;hose available in a civil action. Young Engineers, 721 F.2d at 1315. In light of
the lack of such authority, the court urged a “pragmatic approach” that would apply the
settled principles of preclusion to the agency context. Id. Based on such pragmatism, the
Federal Circuit found that “where the ‘infringement claim’ which is the basis for the § 1337
investigation is a claim which would be barred by a prior judgment if asserted in a second
infringement suit, that infringement claim may also be barred in a § 1337 proceeding.” 721
F.2d at 1316. That is an uncontroversial holding that reiterates the basic function of claim
preclusion to prevent a succession of lawsuits on a common claim; the case does not support
a policy of encouraging serial filings by preventing a defendant from mounting a defense in
subsequent actions. Young Engineers cannot reasonably be read to depart, rather
dramatically, from settled understandings of preclusion.

Paice also misreads Farrel Corp. v. U.S. International Trade Commission, 949 F.2d
1147 (Fed. Cir. 1992). See Paice Opp’n 12. In Farrel, the Federal Circuit held as follows:
“[TThe defense of res judicata did not prevent the Commission from reaching a final
determination of violation, but simply excused it from reopening an already fully and fairly
litigated fact issue.” Farrel, 949 F.2d at 1154. Taken out of context, this quotation might
suggest that claim preclusion should operate on an issue-by-issue basis. But Farrel is plainly

discussing issue preclusion, not claim preclusion. The court’s reference to res judicata
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means “claim preclusion or issue preclusion,” the definition afforded the term by the
Restatement. Restatement ch.3 intro. note at 131; Young Engineers, 721 F.2d at 1314 (noting
that the “term ‘res judicata’ is here used in a broad sense as including all three of these
concepts”: merger, bar, and issue preclusion); see also Hallco, 256 F.3d at 1294 (“It is now
widely recognized that the judicially enforced notion of litigation repose, called broadly res
Judicata, has two distinct branches, one referred to as issue preclusion . . . and the other as
claim preclusion.”).13 Thus, when Farrel discusses application of res judicata on an issue-
by-issue basis, it means issue preclusion, and its brief discussion of res judicata is irrelevant
to the claim preclusion matter here."*

The third and final case upon which Paice relies is KSM Fastening Systems, Inc. v.
HA. Jones Co., 776 F.2d 1522 (Fed. Cir. 1985). Paice cites that decision in support of the
proposition that in “addition to ITC investigations, it is well settled that contempt
proceedings have different remedies from the prior infringement action.” Paice Opp’n 13.
Notably, that case, like Farrel and Young Engineers, uses the term res judicata to include
issue preclusion. KSM, 776 F.2d at 1532. Therefore, its discussions of “what issues were
settled by the original suit and what issues would have to be tried” relate to issue preclusion,
not claim preclusion. /d.

Moreover, KSM’s discussion of preclusion came in the context of contempt
proceedings. Contempt proceedings are not like ITC investigations. A contempt proceeding

enforces the underlying judgment; an ITC investigation does not. See id at 1531 & n.6. As

3 Cf Migrav. Warren City School Bd. of Educ., 465 U.S. 75, 77 n.1 (1984) (noting the confusion
caused by use of the term res judicata and using the “preclusion” terminology instead); 18 Wright et al, supra
note 10, § 4402, at 9-12 (same).

' We also note that the court in Farrel recognized that its discussion of res judicata was dicta, as there
was no existing judgment in that case upon which to rely for preclusion. Farrel, 949 F.2d at 1154 (“[N]o
arbitral award had yet been made in this case against which res judicata could have applied.”).
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noted earlier, using the Restatement’s vernacular, the contempt proceeding is “an action upon
the judgment,” which the Restatement specifically exempts from the scope of claim
preclusion. Restatement § 18(1); id. cmt. ¢ (“Similarly, when a plaintiff has obtained a
judgment other than one for the payment of money — . . . the plaintiff may seek enforcement
of the judgment by proceedings in the nature of execution or by application for contempt or
other sanctions . . . .”); id. § 17(1) & cmt. a; see also, e.g., 18 Wright et al., supra note 10, §
4406, at 143 (“[Cloncepts of claim preclusion do not apply directly to efforts to secure
supplemental relief in the original action or to efforts to secure direct relief from the
judgment in the original action.”). Accordingly, KSM fails to support Paice’s theory of one-
way operation of claim preclusion against the non-claimant Toyota.

%* * *

So long as Paice is permitted to seek relief before the Commission, claim preclusion
does not come into play as against Toyota. Therefore, the Commission has determined to
review and reverse the ID as contrary to law. 19 C.F.R. § 210.43(b)(ii) & (d)(2). The ID is
remanded to the ALJ to determine whether and to what extent arguments regarding
infringement and {/alidity are barred by the doctrine of issue preclusion, see Restatement
(Second) of Judgments §§ 17(3), 27, 28 (1982), as raised in Paice’s November 25, 2009
motion and the responses thereto.'”” The Commission takes no position on this question of

issue preclusion, or on Toyota’s claim preclusion cross-motion.'®

1* Paice did not seek summary determination on the applicability of issue preclusion to arguments
regarding enforceability. Paice LLC’s Mot. for Summ. Determination Regarding Infringement, Validity and
Enforceability 17 (Nov. 25, 2009).

'® The ALJ’s decision in Order No. 6 on Toyota’s cross-motion is not before the Commission. See 19
C.F.R. §§210.42(c), 210.43, 210.44.
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By order of the Commission.

William R. Bishop -
Acting Secretary to the Commission

Issued: April 2,2010
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