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Recent Decision Highlights Limited 

Nature Of Federal Jurisdiction To 

Enforce Settlement Of Federal 

Lawsuit, And Provides Guidance On 

Drafting Settlement Documents To 

Extend Federal Jurisdiction Over 

Such Enforcement Actions 

 A relatively common practice when 
drafting a settlement agreement is to 
include a provision that bestows upon the 
court in the underlying dispute continuing 
jurisdiction over any subsequent 
proceeding to enforce the settlement 
agreement.  However, federal courts are 
courts of limited jurisdiction and parties 
cannot typically invoke a federal court’s 
jurisdiction by consent.

 A recent decision from the United 
States District Court for the District of New 
Jersey, Brass Smith, LLC v. RPI Industries, 
Inc., Civ. No. 09-6344(NLH) illustrates  that 
the District Court does not automatically 
have subject matter jurisdiction over a 
subsequent enforcement action based 
merely upon the parties’ agreement, and 

that an enforcement action could be subject 
to dismissal for lack of subject matter 
jurisdiction in the absence of a separate 
and independent basis for the Court to 
exercise jurisdiction. In such case, rather 
than having the federal court presiding 
over the enforcement proceeding, the 
aggrieved party may fi nd itself relegated 
to commencing an entirely new litigation 
in state court to enforce the settlement 
agreement reached in a federal court 
litigation.

 That said, the Brass Smith Court 
shed some light on drafting settlement 
documents that may permit the District 
Court to exercise continuing jurisdiction to 
enforce the terms of the settlement.  The 
Court explained that to empower the District 
Court to exercise continuing jurisdiction, 
the parties must ensure that the Order of 
Dismissal, and not merely the Settlement 
Agreement: i) states that the District Court 
is retaining jurisdiction for purposes of 
enforcement; and ii) incorporates the terms 
of the settlement.  By doing so, the parties 
will ensure that a subsequent breach of the 
settlement agreement will also constitute a 
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violation of the Court’s Order of Dismissal, 
thereby implicating the Court’s ancillary 
jurisdiction to enforce the terms of its 
Order, and enabling the Court to exercise 
jurisdiction over the enforcement action.

 Thus, while it is quite common for 
parties to state in their settlement papers 
that the District Court will retain jurisdiction 
to enforce the terms of the settlement, that 
statement, standing alone, is ineffectual.  
The careful practitioner should also ensure 
that the Order of Dismissal contains a 
statement concerning the Court’s continuing 
jurisdiction, as well as the terms of the 
settlement.  On the other hand, if such a 
practice is not followed, an aggrieved party 
under a breached settlement agreement 

may fi nd itself unpleasantly surprised in 
having to commence an entirely new state 
court proceeding. 

 We hope that you have found this 
Corporate Counsel Practice Alert to be 
informative and useful, and welcome any 
comments that you may have.
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