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Options for Avoiding Non-Party Estoppel
Based on Prior Real-Party-in-Interest

Determinations

David L. McCombs, Eugene Goryunoyv, Jonathan R. Bowser, and

Angela M. Oliver

he America Invents Act (“AIA”) established
statutory estoppel provisions that limit when
a petitioner in an infer partes review (“IPR”) or
post-grant review (“PGR”), or the real party in
interest (“RPI”) or privy of the petitioner, may
pursue another validity challenge before the U.S.
Patent and Trademark Office, in district court, or
before the U.S. International Trade Commission
(“ITC”).!
Specifically, where an IPR results in a final writ-
ten decision from the Patent Trial and Appeal Board
(“Board”), the petitioner, RPI, or privy of the
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petitioner “may not request or maintain a proceed-
ing betore the Office with respect to that claim on
any ground that the petitioner raised or reasonably
could have raised during that inter partes review.”

Likewise, the petitioner, RPI, or privy of the
petitioner may not assert in district court or the
ITC that the claim is invalid on any ground that
the petitioner raised or reasonably could have raised
during that IPR.? The same estoppel provisions
apply for PGRs.*

Most disputes regarding the statutory estoppel
provisions focus on whether a petitioner “reason-
ably could have raised” an invalidity ground during
an IPR.? Important questions also arise, however,
where a patent owner asserts that an entity other
than the petitioner (i.e.,a RPI or privy of the peti-
tioner) should similarly be estopped. In cases where
a petitioner and patent owner have litigated the
issue of whether another entity is an RPI or privy,
where that purported RPI or privy is not already a
party to the case, the fairness of applying any finding
made in that proceeding to the non-party should be
taken into account.®

For instance, consider the situation in which
Party A files an IPR against a patent owned by
Party B. During that IPR, Party B asserts that Party
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A should have listed Third Party as an RPI. Party
A and Party B dispute whether Third Party should
have been named as an RPI of Party A, and the
Board ultimately finds that Third Party is in fact an
unnamed RPI of Party A. Accordingly, the Board
instructs Party A to list Third Party as an RPI,
and Party A does. Third Party, however, does not
become a party to the IPR and has no opportunity
to “speak” during the proceedings. Eventually, the
Board issues a final written decision in the IPR that
upholds the validity of the challenged patent claims.
Betore the Board issues its final written decision in
the IPR filed by Party A, Third Party files its own
IPR seeking to invalidate the same patent owned
by Party B. But after Third Party files its IPR, the
Board issues its final written decision in Party A’
case, and Party B then argues that Third Party
should be estopped from requesting (or maintain-
ing) its IPR based on the statutory estoppel provi-
sions in light of the final written decision issued in
the IPR involving Party A.

The question then arises: Should Third Party be
permitted to argue — either in Party A’s IPR or in its
own — against application of estoppel by contend-
ing that it is not actually an RPI of Party A? Or,
should Third Party be bound by the Board’s find-
ing in Party A’s IPR despite not having been a par-
ticipant or having had an opportunity to respond in
Party A’s IPR?

This issue 1s particularly critical if it arises at the
institution stage of Third Party’s IPR: if the Board
were to deny institution based on statutory estop-
pel, the Board’s decision would likely be unreview-
able in light of the U.S. Supreme Court’s recent
decision in Thryv, Inc. v. Click-To-Call Technologies,
LP,” effectively leaving Third Party without further
recourse.

This article explores the potential due process-
related issues that arise in this and similar scenarios,
particularly focusing on principles of issue preclu-
sion (also known as collateral estoppel) and non-
party preclusion.®

COURTS MAY BE QUICK TO APPLY
ESTOPPEL TO NON-PARTIES OF AN
EARLIER AGENCY PROCEEDING
Primarily, two tribunals make determinations
as to whether the Section 315(e) statutory estop-
pel provisions apply: the Board and district courts.”
Although tribunals have begun to encounter the

above-mentioned estoppel arguments somewhat
frequently, few decisions have addressed the appli-
cation of these estoppel provisions to entities that
were not parties in the earlier proceeding on which
the estoppel argument is based.

One district court case addressed this issue, at
least to some degree. In Verinata Health, Inc. v. Ariosa
Diagnostics, Inc., a district court partially granted a
plaintift’s motion to strike portions of the defen-
dants’ invalidity contentions based on estoppel
under Section 315(¢e)(2).!° In that case (as relevant
here), one defendant (Ariosa Diagnostics, Inc.) filed
an IPR,, and the Board in that IPR held that Ariosa
had failed to prove invalidity based on the instituted
ground."!

In the IPR, Ariosa named the other district court
defendant (Roche) as an RPI due to the fact that
Roche had acquired Ariosa after the Board insti-
tuted the IPR. Upon issuance of the final written
decision, the plaintift in district court sought to
strike the defendants’ invalidity contentions as to
the ground included in the instituted IPR. Roche,
however, argued that it was not truly an RPI in
Ariosa’s IPR because it did not have adequate con-
trol over those proceedings due to the timing of its
acquisition of Ariosa.'?

The court squarely rebuffed Roche’s attempt
to litigate the issue of whether it was an RPI,
explaining that it “rejects Roche’s apparent asser-
tion that anything beyond its literal status as a ‘real
party-in-interest’ in Ariosa’s IPR must be shown
here for estoppel purposes.””” The court expressly
declined to consider the degree of control that
Roche exercised over Ariosa’s IPR."* Accordingly,
the court held Roche to be fully estopped under
Section 315(e)(2) from pursuing the instituted
ground.

Although the district court in that case did
not have a full opportunity to address the issues
posed by this article, the decision confirms that
prior representations and/or analysis regarding a
third party’s status as an RPI are relevant to the
Section 315(e) estoppel determination in a later
proceeding. Notably, however, the decision did
not address what may become a key question in
determining whether an earlier RPI (or privy-of-
the-petitioner) finding may bind a third party in
a later case — issue preclusion. As discussed below,
an entity facing a threat of estoppel based on an
earlier RPI or privy-of-the-petitioner finding
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may have multiple options to avoid application
of issue preclusion in these circumstances.

AGENCY DECISIONS MAY SERVE AS
A BASIS FOR COMMON LAW ISSUE
PRECLUSION

In B & B Hardware, Inc. v. Hargis Indus., Inc.,
the U.S. Supreme Court confirmed that agency
decisions may serve as a basis for issue preclusion
so long as the ordinary elements of issue pre-
clusion are satisfied."® Applying B & B Hardware,
the Federal Circuit has indicated that the deter-
mination as to whether an entity is an RPI is
generally a case-by-case inquiry. For instance, in
Worlds Inc. v. Bungie, Inc., the Court rejected an
automatic application of issue preclusion related
to a set of IPRs between two parties, noting that
“the determination of whether a party is a real
party in interest may differ from one IPR to
the next, even among a set of seemingly related
[PRs.”!®

Under general principles of issue preclusion,
“Iwlhen an issue of fact or law is actually litigated
and determined by a valid and final judgment, and
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.”"” Courts regularly rely on the
Restatement (Second) of Judgments in analyzing
issue preclusion.

Application of issue preclusion in the scenario
discussed in this article may potentially be averted
in multiple ways.

First, the general rule that non-parties are not
subject to preclusion may suffice to avoid issue pre-
clusion, so long as an exception to that rule does
not apply.

Second, even if an exception applies that would
render preclusion generally appropriate, the no-
appeal exception to issue preclusion may provide a
second — and perhaps simpler — avenue for avoiding
issue preclusion.

Non-Party Preclusion May Not Be Justified
Under Common Law Fairness Principles
The U.S. Supreme Court has explained that
“[a] person who was not a party to a suit gen-
erally has not had a ‘full and fair opportunity
to litigate’ the claims and issues settled in that
suit.”'® Accordingly, the Court has explained that

applying issue preclusion to nonparties “runs up
against the ‘deep-rooted historic tradition that
everyone should have his own day in court.”"
This general principle, of course, has excep-
tions. In Taylor v. Stuigell, the Court grouped
those exceptions into six general categories in
which non-party preclusion may be justified.?
Although Taylor has been used to interpret the
meaning of RPI and privy as used in 35 U.S.C.
§ 315, here, Taylor appears in a more typical con-
text: the application of general principles of pre-
clusion between two cases.?!

An entity may be able to use the general rule
against non-party preclusion to avoid automatic
application of an earlier RPI or privy-of-the-
petitioner finding, so long as an exception to that
general rule does not apply. Given the complexity
of those exceptions, this article does not discuss
the potential exceptions in detail;indeed, an article
could be written about each exception discussed
in Taylor. Instead, this article focuses on a second
avenue for negating issue preclusion even in cir-
cumstances where non-party preclusion would be
generally appropriate: the no-appeal exception to
issue preclusion.

The No-Appeal Exception to Issue
Preclusion Provides a Potential Safeguard
for Non-Parties

The Restatement includes certain “well-known
exceptions”? to issue preclusion.? As relevant here,
the Restatement explains that re-litigation of an
issue is not precluded where “[t]he party against
whom preclusion is sought could not, as a matter
of law, have obtained review of the judgment in
the initial action.”** Comment a to this exception
states that “the availability of review for the correc-
tion of errors has become critical to the application
of preclusion doctrine,” and further notes that the
need for this exception may arise where “the law
does not allow review of the particular category of
judgments.”® Importantly, the comment explains
that this exception applies “only when review is
precluded as a matter of law” — it does not apply
“where review is available but is not sought” or
“when there is discretion in the reviewing court to
grant or deny review and review is denied.”*

Given the recent U.S. Supreme Court and
Federal Circuit opinions limiting the reviewability
of various real-party-in-interest determinations, this
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traditional exception to issue preclusion likely places
a significant damper on a party’s attempt to use issue
preclusion in its Section 315(e) estoppel arguments.

Under the current state of the law, few of the
Board’s determinations regarding whether an entity
is an RPI or privy of the petitioner are appealable.
This stems from the AIA’s no-appeal bar found in
Section 314(d), which states that “[t]he determina-
tion by the Director whether to institute an inter
partes review under this section shall be final and
nonappealable.”” Courts have applied this no-
appeal bar to effectively eliminate review of most
RPI or privy-of-the-petitioner determinations
made by the Board.”

One primary scenario in which parties dispute
whether a third party is an RPI or privy of the
petitioner is with respect to whether the time-bar
of Section 315(b) should prevent institution of an
IPR. Section 315(b) precludes institution of an IPR
if the IPR was filed more than one year after the
petitioner (or RPI or privy of the petitioner) was
served with a complaint alleging infringement of
the patent-at-issue.”” In Thryv, the U.S. Supreme
Court held that Section 314(d) bars review of
the Board’s determination as to whether an IPR
petition is time-barred under Section 315(b). The
Court explained that “[b]ecause § 315(b) expressly
governs institution and nothing more, a contention
that a petition fails under § 315(b) is a contention
that the agency should have refused ‘to institute an
inter partes review’” and, thus, is barred from review
by Section 314(d).*® Given this holding, one of the
primary circumstances in which RPI or privy-of-
the-petitioner findings are made is simply unap-
pealable as a matter of law.

Another scenario in which the Board makes a
finding as to whether a party is an RPI is with respect
to the disclosure requirement of Section 312(a)(2).
The Federal Circuit has held that, where the Board
terminates IPR proceedings based on a party’s
failure to name all RPIs under Section 312(a)(2),
that decision is not reviewable.?' Likewise, a chal-
lenge to the Board’s finding that an IPR petitioner
properly named all RPIs under Section 312(a)(2) is
also unreviewable, as that too is merely a conten-
tion that the agency should have refused to insti-
tute an IPR.>* Accordingly, a finding as to whether
a particular entity is an RPI that should have been
disclosed under Section 312(a)(2) is likewise unap-
pealable as a matter of law.

Finally, with respect to RPI or privy-of-the-peti-
tioner determinations made under Section 315(e)
itself, the Federal Circuit has held that such determi-
nations are reviewable, at least where the estoppel-
triggering event occurred after institution.” This,
however, would not impact the scenario set forth
in this article — if, in an earlier proceeding, a party
is found to be estopped under Section 315(e) based
on an RPI relationship, a question as to whether
that RPI finding is binding on a later proceeding
does not raise the fairness concerns posed by this
article because the party presumably would have
had an opportunity to litigate its RPI status in its
first Section 315(e) case.

In sum, most instances in which the Board reaches
an RPI or privy-of-the-petitioner determination
are unappealable as a matter of law. Accordingly, the
no-appeal exception to issue preclusion may sig-
nificantly limit the ability to use such findings in
a preclusive manner as a basis for Section 315(e)
estoppel arguments.

CONCLUSION

An entity facing application of the Section
315(e) estoppel provisions based on an RPI or
privy-of-the-petitioner finding that was made in
an earlier case in which that entity was not a party
would do well to raise the common law principles
discussed in this article with the later tribunal. A
multi-faceted argument against automatic applica-
tion of that earlier finding may convince the later
tribunal that the entity should, in fairness, have
its own opportunity to explain why the estoppel
provisions should not automatically apply (i.e., to
explain why that entity is not actually a real party
in interest or privy of the petitioner that should be
estopped).

Both arguments discussed in this article — the
general rule against non-party preclusion and
the specific no-appeal exception to issue pre-
clusion — provide potential options for avoid-
ing issue preclusion in these circumstances.
Regardless of the approach taken, “[t]he federal
common law of preclusion is, of course, subject
to due process limitations,” and any applica-
tion of a prior RPI or privy-of-the-petitioner
finding must ultimately take such concerns into
account before such a finding is routinely and
automatically applied to a non-party in a later
proceeding.*
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