UNITED STATES COURT OF APPEALS FOR THE FEDERAL CIRCUIT

Plasmacam, Inc. v. Cncelectronics, LL.C

No. 2021-1689, United States Court of Appeals for the Federal Circuit (February 3, 2022)

SUMMARY

In a patent infringement suit, the Federal Circuit held that it had appellate jurisdiction over an order

enforcing a disputed settlement agreement because the order required specific performance (execution

of the agreement) and was therefore an appealable injunction or final judgment. The court reversed the

district court's enforcement of the settlement, finding clear error in limiting the "Covered Products"

definition to past and current products; the record showed the parties had agreed on January 21 to a

broader definition encompassing all components (including future products) manufactured, sold, or

offered for sale by CNC. The case addresses contract formation and mutual assent in settlement

agreements, applying Texas or federal common law, and clarifies that an order compelling execution
of a settlement agreement is appealable under 28 U.S.C. § 1292(a)(1) or § 1295(a)(1).
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Appeal from the United States District Court for the Eastern District of
Texas in No. 4:19-cv-00037-ALM, Judge Amos L. Mazzant, III. The
district court granted Plasmacam's motion to enforce its version of the

settlement agreement and ordered CNC to execute it. CNC appeals.

The Fifth Circuit reviews construction of an unambiguous contract's
terms de novo, but ascertaining whether the parties mutually assented

to contract terms is a factual question reviewed for clear error.
Published

CNCElectronics, LLC, Fourhills Designs, LL.C, Thomas Lee Caudle,

Martha Jane Caudle v. Plasmacam, Inc.



appellate jurisdiction  contract interpretation  contracts  patent infringement  patent law

PRACTICE AREAS

Patent Litigation =~ Appellate Practice ~ Contract Law

QUESTIONS PRESENTED

1. Whether the Federal Circuit has appellate jurisdiction over the district court's order enforcing the
settlement agreement.

2. Whether the district court erred in its interpretation of the 'Covered Products' term of the settlement

agreement.

HOLDINGS

1. The court has jurisdiction either under 28 U.S.C. § 1292(a)(1) as an injunction because the order
required specific performance (execution of the settlement agreement), or alternatively as a final

judgment under 28 U.S.C. § 1295(a)(1) because the order evinced a clear intent to end the case.

2. The district court clearly erred in limiting the Covered Products to only past and current products plus
updates and bug fixes, because the parties had agreed on January 21 that the definition would be 'all
components manufactured, sold or offered for sale by CNC which incorporate digital torch height

control.'

KEY QUOTATIONS

“The record reflects that during negotiations after the initial agreement, the parties disagreed regarding
which products the covenant not to sue would cover. However, the record also establishes that Plasmacam
ultimately agreed to CNC’s proposed Covered Products definition on January 21. J.A. 777 (“PlasmaCAM has
agreed to your change in paragraph 2 (the definition of covered products.)”). That definition applied the
covenant not to sue to “all components manufactured, sold or offered for sale by CNC which incorporate
digital torch height control.” J.A. 771.” (9)

“The district court’s sole basis for disregarding this explicit agreement was that Plasmacam “‘gave’ [CNC]
the Covered Products language in exchange for other proposed changes,” i.e., the Covered Products
concession was contingent on CNC’s agreement to Plasmacam’s proposal regarding the mutual release. J.A.

10. There is no support in the record for any such qualification of the agreement.” (10)

FACTUAL BACKGROUND

The parties settled a patent infringement suit but disputed the terms of the settlement agreement. The key dispute
was the definition of 'Covered Products' in the covenant not to sue. Plasmacam initially proposed limiting
Covered Products to current components, while CNC demanded coverage for all past, present, and future
products. After negotiations, Plasmacam agreed on January 21 to CNC's definition of 'all components
manufactured, sold or offered for sale by CNC which incorporate digital torch height control.' However, the
district court later adopted a narrower definition from Plasmacam's reply brief, which excluded future products

except updates and bug fixes.



PROCEDURAL HISTORY

Plasmacam sued CNC for patent infringement. The parties reached a settlement but disputed the terms. The

district court granted Plasmacam's motion to enforce its version of the settlement agreement, and CNC appealed.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand for the district court to enter an appropriate order utilizing the January 21 agreed definition of Covered

Products.
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