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SUMMARY

The Minnesota Supreme Court held that the plaintiffs' claims against former officers of the West
Publishing Employees' Preferred Stock Association were not barred by collateral estoppel or res
judicata based on an earlier class action. The court distinguished the earlier claims concerning
allegedly improper distributions from the present claims concerning the officers' alleged 1998 failures
to pursue claims and disclose information. The court reversed the district court's dismissal and

affirmed the court of appeals.
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QUESTIONS PRESENTED

1. Whether collateral estoppel barred the Hauschildts' claims because Davies determined that equitable

estoppel did not toll the statute of limitations applicable to claims arising from the 1992 distribution.

2. Whether res judicata barred the Hauschildts' claims because they arose from the same factual

circumstances as the claims in Davies.

HOLDINGS

1. Collateral estoppel did not bar the Hauschildts' claims because the issues concerning the officers' 1998
acts and omissions were not identical to, distinctly contested in, directly determined by, or necessary and

essential to the judgment in Davies.

2. Res judicata did not bar the Hauschildts' claims because the claims did not arise from the same set of
operative facts as the claims in Davies, and the right to assert the claims based on the officers' 1998

conduct arose after the right to assert claims based on the 1992 distribution.

KEY QUOTATIONS

“For collateral estoppel to apply, all of the following prongs must be met: (1) the issue must be identical to

one in a prior adjudication; (2) there was a final judgment on the merits; (3) the estopped party was a party
or was in privity with a party to the prior adjudication; and (4) the estopped party was given a full and fair

opportunity to be heard on the adjudicated issue.” (837)

“Whereas collateral estoppel concerns issues that were actually litigated, determined, and were essential in a
prior action, res judicata concerns circumstances giving rise to a claim and precludes subsequent

litigationregardless of whether a particular issue or legal theory was actually litigated.” (840)

FACTUAL BACKGROUND

The West Publishing Employees' Preferred Stock Association made per capita distributions to all West
employees from surplus funds, including a $150 distribution in 1992. In 1998, outside counsel advised the
WPSA board that prior surplus distributions should have been made pro rata and that claims might be subject to
a six-year statute of limitations. The Hauschildts alleged that the board officers failed to pursue claims against
West or prior WPSA officers and failed to disclose the alleged noncompliance and approaching limitations
deadline. An earlier class action, Davies, resolved limitations-related questions concerning the distributions

themselves.

PROCEDURAL HISTORY

The Hauschildts brought a putative class action against former WPSA governing-board officers, alleging that

their 1998 acts and omissions allowed claims concerning an allegedly improper 1992 distribution to become



time-barred. The district court dismissed the action, concluding that collateral estoppel and res judicata arising

from Davies barred the claims. The court of appeals reversed, and the Supreme Court affirmed.

DISPOSITION

affirmed
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