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INTRODUCTION

In their Brief of Appellees, defendants Dell and Gateway repeatedly suggest
that this case turns upon the district court’s “credibility determinations,” which
they assert are not clearly erroneous. See Brief of Appellees Dell Computer
Corporation and Gateway 2000, Inc. (“Br. of Appellees”), p. 29. In its Brief of
Intervenor, the Adduci law firm argues the same. See Brief of Intervenor Adduci,
Mastriani & Schaumberg L.L.P. (“Br. of Intervenor”), p. 18 (arguing that the

[

district court’s “credibility determinations are nearly inviolate”).

In fact, key arguments made by Dr. Lans and Uniboard do not challenge the
district court’s “credibility determinations” at all:

. Nothing shows that Uniboard knew that the Uniboard lawsuit filed by
the Adduci law firm was baseless. See Corrected Brief of Appellants Hakan Lans
and Uniboard Aktiebolag (“Br. of Appellants™), pp. 40-42.

. The district court failed to apply the proper legal standard. See Br. of
Appellant, pp. 26-31.

. Dr. Lans was correct in his belief that he is still the registered owner

of the ‘986 patent and, thus, a key assumption of the district court was wrong. See

Br. of Appellants, pp. 32-35.



° The district court failed to adequately address Dr. Lans’ argument that
the Adduci law firm had a conflict of interest in representing Dr. Lans. See Br. of
Appellants, pp. 47-50.

Moreover, appellants’ argument that the Lans cases are not exceptional, and
that the district court abused its discretion awarding fees, relies upon undisputed
(and indisputable) documentary evidence. Two things are undisputed:

. Months prior to the filing of the complaints, Dr. Lans sent Mastriani a
letter stating “As you know the licenses has been signed with a company
(UNIBOARD AB) and not with me as an individual (the patent has been
transferred to the company for many years ago and the agreement with IBM was
made with UNIBOARD AB).” A 266.

. After the filing of the complaints, Dr. Lans suggested to the Adduci
law firm that an interrogatory response be changed to read: “The company
Unoboard [sic] AB is the owner of the ‘986 patent rights but the patent is still
registrated [sic] in Mr. Hakan Lans name. Consequently, Mr. Lans has the sole
right to sign licence [sic] agreements.” A 394

The district court never explained how its key findings — that Dr. Lans was
at fault for bringing the suit in the wrong name — could be reconciled with the
undisputed documentary evidence that Dr. Lans did tell the Adduci law firm, both

before and after the filing of the complaint, that the ‘986 patent had been



transferred to Uniboard and that Uniboard is the owner of the ‘986 patent rights.
The American lawyers decided who should be the plaintiffs in the lawsuits, and
filed the complaints without first giving Dr. Lans a copy. Throughout its various
opinions, the district court never focused on these critical facts. The district court’s
“credibility determinations” are essentially irrelevant to this clear error, or to the
issues raised on appeal.

The district court was clearly erroneous in finding that this case is
“exceptional” under 35 U.S.C. § 285. The only thing exceptional about this case is
the Adduci law firm’s vigorous efforts to pin the blame on its own former clients,
even going so far as to urge this Court to affirm the award of attorney’s fees
against Dr. Lans and Uniboard. The Adduci law firm’s current attempt to blame
Dr. Lans serves only to highlight the conflict of interest that it faced during much
of the district court proceedings. As discussed below and in the Brief for
Appellant, the Adduci law firm’s own interests in avoiding liability inherently
conflicted with its duty to zealously represent Dr. Lans.

The district court should be reversed. If, as the Adduci law firm asserts, the
issue is whether “Lans has only himself to blame” (Br. of Intervenor, p. 1), the

answer is clearly “no.”



ARGUMENT

L. THE DISTRICT COURT WAS CLEARLY ERRONEOUS IN
FINDING THAT THE UNIBOARD CASE IS EXCEPTIONAL.

Nothing shows that Uniboard knew that the Uniboard lawsuit filed by the
Adduci law firm was baseless. Indeed, the district court rejected defendants’
argument that the Adduci law firm should have known that the Uniboard lawsuit
was frivolous. It necessarily follows that Uniboard, which was not even informed
about the Uniboard lawsuit by the Adduci law firm until two weeks after the
lawsuit was filed, should not have known that the lawsuit was frivolous.

There is no clear and convincing evidence that Uniboard knew or should
have known that its lawsuit was baseless. Defendants argue that “Lans authorized
Adduci to file the Uniboard case.” Br. of Appellees, p. 33. However, Dr. Lans did
not even know the Uniboard complaint had been filed until Mastriani contacted
him more than two weeks after the filing of the complaint. A 1180-81. Even then,
Dr. Lans asked Mastriani for his assurance that Uniboard could properly bring the
already-filed lawsuit. A 691 (“Can you get a guaranty from Judge Penn that it is
correct that Unibord [sic] AB owns that patent and that I am now free to sign such
a document. I don’t like to do something I believe — as a non-legal expert — is

wrong.”).



Defendants nonetheless argue that Uniboard acted improperly when it
“claimed in its complaint that it was the sole owner of the ‘986 patent” (Br. of
Appellees, p. 33); defendants argue that this claim was inconsistent with Dr. Lans’
Rule 60(b)(2) motion (filed two months later) asserting “that Lans was actually the
owner of the ‘986 Patent . . . .” Br. of Appellee, p. 33. However, Defendants
ignore the fact that both the Uniboard complaint and Dr. Lans’ Rule 60(b)(2)
motion were filed by the Adduci law firm, and the district court rejected
defendants’ argument “that Adduci knew or should have known that the Uniboard
suit was frivolous.” A 28. Thus, according to the district court, the law firm that
filed the Uniboard complaint (and Dr. Lans’ subsequent Rule 60(b)(2) motion)
should not have known that the lawsuit was frivolous. It necessarily follows that
Uniboard, which approved the lawsuit after it was filed by the Adduci law firm,
should not have known that the law suit was frivolous.

The district court clearly erred in finding that the Uniboard case is

exceptional.



II.

THE DISTRICT COURT’S AWARD OF ATTORNEY’S FEES
IN THE LANS CASES MUST BE REVERSED.

In Awarding Attorney’s Fees Under 35 U.S.C. § 285, the
District Court Failed to Apply the Proper Legal Standard.

The district court failed to apply the proper legal standard for determining

whether this is an “exceptional” case. This Court’s decision requires “clear and

convincing evidence” that Dr. Lans knew, or should have known, that his lawsuits

were frivolous. Instead, the district court based its decision on assumptions and

speculation that fall far below the “clear and convincing evidence” standard. That

alone requires reversal.

Defendants do not, and cannot, dispute that the district court supported its

determination that this is an “exceptional” case with the following:

. The district court relied upon its assumption “that
any inventor would keep a record of the assignment of such a
valuable patent.” A 17.

B The district court relied upon its own
understanding, stating that “[t]he Court could ‘not understand
why Lans informed IBM that the condition for payment was
satisfied if he thought that the German litigation has invalidated

the patent.”” A 18.



- The district court speculated as to what was
possible: “The Court cannot escape the conclusion that Lans
chose to conceal all information about the assignment, possibly
even from his attorneys, until confronted with irrefutable
evidence that the assignment had occurred.” A 18. That
speculation was based upon the affidavit of an Adduci law firm
attorney, Mastriani, stating that Dr. Lans repeatedly informed
the Adduci law firm that “no assignment had ever taken place.”
A 582. Yet, the documentary evidence establishes that
Dr. Lans told the Adduci firm, in February 1997 (five months
before the lawsuit was filed), that “the patent has been
transferred to the company” Uniboard “for many years ago.”

A 266.

- The district court speculated that “[i]f [Dr. Lans]
had been more thorough with his recordkeeping and more
forthcoming with his attorneys, then perhaps he would be
pursuing his infringement claim today, rather than defending
against the present attorneys fees motions.” A 19.

These supposed “findings” show that the district court was not properly

applying the clear and convincing evidence standard. Defendants argue that “the



district court was entitled to draw reasonable inferences regarding what Lans
‘should have known.”” Br. of Appellees, pp. 27-28. But the district court’s
statements do not purport to identify clear and convincing evidence of what
Dr. Lans “should have known.” Rather, they reveal that the district court was
erroneously focusing on what Dr. Lans might have known, perhaps have known, or
possibly have known.

The district court failed to properly apply the proper legal standard — the

clear and convincing evidence standard.

B.  The District Court Was Clearly Erroneous in Finding That the

Lans Cases Are Exceptional.

1. A key assumption of the district court — that Dr. Lans was

wrong in claiming that he was the registered owner of the ‘986

patent — is wrong.

A key assumption of the district court was wrong. The district court faulted
Dr. Lans for claiming that he was the registered owner of the ‘986 patent. In fact,
Dr. Lans was correct in his belief that he is still the registered owner of the ‘986
patent.

Defendants assert that “the district court made only a passing mention of
registration.” Br. of Appellees, p. 35. Nonetheless, defendants do not dispute that
the district court did in fact state, in its opinion denying plaintiffs’ motion for

reconsideration, that it was “troubled by the fact that Lans continued to claim that



he was the registered owner of the patent even after the transfer to Uniboard was
revealed.” A 1554.

Defendants do not dispute that the district court was wrong; Dr. Lans is, in
fact, the registered owner of the ‘986 patent. See Br. of Appellee, pp. 35-36. (“A
mere misstatement by the district court, such as its statement regarding patent
registration in this instance . . . .”)."

Defendants suggest that “the district court’s finding on this one point would
at most constitute harmless error.” Br. of Appellees, p. 36. Defendants’ argument
would trivialize this Court’s review of an attorneys’ fee award. “[T]his court must
review the factual underpinnings of the award under the clearly erroneous
standard.” Reactive Metals & Alloys Corp. v. ESM Inc., 769 F.2d 1578, 1583 (Fed.
Cir. 1985).

Here, a key assumption of the district court was simply wrong. At the very
least, this Court should reverse and remand to the district court for redetermination
on whether the case is exceptional and, if necessary, whether an award of

attorney’s fee is appropriate.

! See Br. of Intervenor, p. 29, n.13 (“Lans’ European attorneys and accountants
had never properly recorded the 1989 assignment of the ‘986 Patent to Uniboard
with the USPTO”); id., pp. 32-33 (“The USPTO record, however, reflects neither

the assignment from Lans to Uniboard nor the purported assignment from
Uniboard back to Lans™).

sdla



2. The district court clearly erred in finding that Dr. Lans should

have known that he no longer owned the ‘986 patent and had no

standing to sue for infringement.

The district court’s ultimate finding — that the Lans cases are exceptional
— is clearly erroneous. Defendants had the burden of proving, by clear and
convincing evidence, that Dr. Lans knew or should have known that his lawsuits
were baseless. See Br. of Appellants, pp. 27-28. The district court clearly erred in
ruling that Defendants had met this burden because “Lans knew or should have
known that he no longer owned the ‘986 patent” and that “he had no standing to-
sue for its infringement.” A 19.

Defendants point to three “key” facts, which defendants assert “proved that
Lans had not merely forgotten about the Uniboard assignment.” Br. of Appellees,
p. 31.

First, defendants note that, prior to the filing of the complaints, Dr. Lans sent
a letter to the Adduci law firm, stating: “As you know the licenses has been signed
with a company (UNIBOARD AB) and not with me as an individual (the patent
has been transferred to the company for many years ago and the agreement with
IBM was made with UNIBOARD AB).” A 266; see Br. of Appellee, p. 31.

Second, defendants point to the fact that, after the filing of the complaints,

Dr. Lans suggested to the Adduci law firm that an interrogatory response be

-10 -



changed to read: “The company Unoboard [sic] AB is the owner of the ‘986 patent
rights but the patent is still registrated [sic] in Mr. Hakan Lans name.
Consequently, Mr. Lans has the sole right to sign licence [sic] agreements.”

A 3947

Third, defendants argue that “Lans stated under oath that ‘[a]t least as early
as January 1997, I discussed with Mr. Mastriani that Uniboard had licensed the
‘086 Patent to IBM, and that I had assigned an interest in the ‘986 Patent to
Uniboard . ...’ (A 861, 9).” Br. of Appellees, p. 32.

None of these three “key” facts prove, by clear and convincing evidence,
that Dr. Lans knew or should have known that his lawsuits were baseless. Indeed,
in each instances identified by defendants, Dr. Lans was telling the Adduci law
firm about the Uniboard assignment.

A Swedish scientist should reasonably be allowed to accept the advice of his
American lawyers on issues of standing to sue for infringement under United
States patent laws. Dr. Lans should not be expected to know whether standing to

sue in the United States depends on who is the registered owner of a patent or

? This document is accurately quoted in the statement of facts in the opening Brief
of Appellants (Br. of Appellants, p. 21), but in a subsequent repetition of the
quote, the word “rights” was inadvertently omitted (id., p. 36).

s 1] =



instead, depends on ownership of financial rights to a patent.’

Defendants attempt to characterize appellants’ argument as an “advice of
counsel” defense. Br. of Appellees, pp. 36-38. Specifically, defendants cite the
following passage in Eltech Systems Corp. v. PPG Industries, Inc., 903 F.2d 805,
811 (Fed. Cir. 1990):

The district court explicitly considered and properly rejected

[appellant] OxyTech’s excuse that it acted on oral advice of

counsel in filing and continuing its complaint. As the court

correctly stated, the oral conversations were only vaguely

described by a witness who knew very little about them and

who could supply no technical or legal bases for any opinion
that might have been given.

Eltech, 903 F.2d at 811.

Here, in contrast, defendants themselves highlight the documentary evidence
demonstrating that Dr. Lans brought the Uniboard assignment to the attention of
the Adduci law firm. His American lawyers decided who should be the plaintiffs

in the lawsuits, and filed the complaints without first giving Dr. Lans a copy.

A 1173.

* Dr. Lans testified:
I am the registrated [sic] owner and Uniboard is the owner of
the rights. So, in my world, Hakan Lans and Uniboard is the
owner jointly. And then you can define or you tell me that in
the United States the registration is important. Then I accept
that. And I understand. If you tell me what is of importance is
the owner of the right to collect money, then I accept that. But I
don’t know the differences in different countries.

A 1206-07.

1)



The district court clearly erred in finding that Dr. Lans should have known
that his lawsuits were baseless because he lacked standing to sue for infringement

of the ‘986 patent. The Lans cases are not exceptional.

C. In Any Event, the District Court Abused Its Discretion in

Awarding Attorney’s Fees Under the Circumstances of This

Case.

1. It was an abuse of discretion for the District Court to require

Dr. Lans and Uniboard to pay the defendants’ attorney’s fees.

while holding that the Adduci Law Firm itself was not liable for

those fees.

Even if the district court were correct in finding this case to be exceptional,
the district court abused its discretion in awarding attorney’s fees under the
circumstances of this case. The Adduci law firm had sufficient information to put
it on notice that there was an issue as to whom should be named as plaintiffs. It
was an abuse of discretion for the district court to require Dr. Lans and Uniboard to
pay the defendants’ attorney’s fees, while holding that the Adduci law firm itself
was not liable for those fees.

Indeed, defendants themselves maintained in the district court proceedings
that the Adduci law firm “recklessly and in bad faith ignored red flags regarding
ownership of the ‘986 Patent.” A 1543-1 - 1543-2. For example, defendants

asserted in the district court that:

-13-



. The Adduci law firm “knew the importance of

unrecorded interests in the ‘986 Patent under U.S. law.” A 1543-3.

. “The IBM Agreement between Uniboard and IBM

indicated Lans assigned his rights to Uniboard.” A 1543-5.

. “The IBM and Hitachi Agreements, taken together,

indicated a problem with ownership of the ‘986 Patent.” A 1543-6.

. The Adduci law firm “recklessly and in bad faith ignored

these red flags and tried to cover up its willful failures.” A 1543-7.

On appeal, defendants have now reversed course, claiming that “Lans
improperly seeks to have this Court second guess the district court’s factual
determinations.” Br. of Appellees, p. 38. But much of the key evidence was
undisputed. The Adduci law firm had “the sole and exclusive discretion”
regarding the decision as to whether or not to pursue litigation. A 207-08. At the
very least, Mastriani and the Adduci law firm should have known there was an
ownership issue when Dr. Lans sent Mastriani a letter, months before the
complaint was filed, stating:

As you know the licenses has been signed with a company

(UNIBOARD AB) and not with me as an individual (the patent

has been transferred to the company for many years ago and the
agreement with IBM was made with UNIBOARD AB).

-14 -



A 266. And, confirming this, Mastriani’s handwritten notes from the
day he received that letter (February 19, 1997) refer to “Uniboard
assignment.” A 281.

As discussed above, defendants cannot avoid appellants’ argument by
characterizing it as an “advice of counsel” defense. Defendants miss the point: It
was unreasonable and arbitrary to require Dr. Lans and Uniboard to pay the
defendants’ attorney’s fees, when the Adduci law firm made the key decisions as
to whom should be named as the plaintiffs in the lawsuit. Moreover, as defendants
themselves have argued, Mastriani and the Adduci law firm had sufficient
information to, at the very least, put them on notice that there was an issue as to
whom should be named as plaintiffs.*

For its part, the Adduci law firm first argues that “[a]n attorney may rely
upon a client’s reasonable representations.” Br. of Intervenor, p. 24. But the
Adduci law firm then ignores the key representations to the Adduci law firm by

Dr. Lans.

* Defendants also argue, as an afterthought, that “even if Lans’ and Uniboard’s
counsel shares culpability in this instance, it does not absolve Lans or Uniboard
of responsibility or liability. See Hughes v. Novi Am., Inc., 724 F.2d 122, 125-26
(Fed. Cir. 1984).” Br. of Appellees, p. 38. In fact, the Hughes case cited by
defendants supports appellants’ position. Hughes makes clear that an award of
attorney’s fees against a party under 35 U.S.C. § 285 must be supported by the
conduct of the party “itself.” 724 F.2d at 125-126. Here, as discussed above, the
conduct of Dr. Lans and Uniboard did not warrant an award of attorney’s fees.

-15 -



Prior to the filing of the complaints, Dr. Lans wrote the Adduci law firm:
“As you know the licenses has been signed with a company (UNIBOARD AB) and
not with me as an individual (the patent has been transferred to the company for
many years ago and the agreement with IBM was made with UNIBOARD AB).”
A 266. And, after the filing of the complaints, Dr. Lans told the Adduci law firm:
“The company Unoboard [sic] AB is the owner of the ‘986 patent rights but the
patent is still registrated [sic] in Mr. Hakan Lans name. Consequently, Mr. Lans
has the sole right to sign licence [sic] agreements.” A 394.

Yet, contrary to this documentary evidence, the Adduci law firm represented
to the district court that it had “been repeatedly informed by Mr. Lans that no
assignment had ever taken place.” A 582. That representation by the Adduci law
firm led the district court to believe, erroneously, that Dr. Lans “chose to conceal
all information about the assignment, possibly even from his attorneys.” Lans v.
Gateway 2000, 84 F.Supp. 2d 112, 122 (D.D.C. 1999); id at 114 (citing the
Declaration of Louis S. Mastriani and stating that “Lans neglected to inform even
his attorneys that an assignment had taken place”). Even Mastriani himself later

admitted that it would have been false to say that he did not know anything about

5 The Adduci law firm cites various cases in which an attorney reasonably relied
upon a client’s representations. See Br. of Intervenor, pp. 24-28. However, that
is not what happened here. The Adduci law firm essentially ignored Dr. Lans’
statements that the ‘986 patent had been transferred to Uniboard and that
Uniboard is the owner of the ‘986 patent rights.

1A -



Uniboard. A 1458. Dr. Lans did inform his attorneys that the ‘986 patent had been
transferred to Uniboard, which became the owner of the ‘986 patent rights. See
A 266; A 394.

The Adduci law firm acknowledges that a critical issue is whether “Lans
intentionally withheld the existence of the assignment of the ‘986 Patent from
opposing parties and from his own attorneys.” Br. of Intervenor, p. 31. Plainly, he
did not. Dr. Lans expressly told the Adduci law firm that “the patent has been
transferred to the company for many years ago” (A 266) and that “[t]he company
Uniboard AB is the owner of the ‘986 patent rights” (A 394).

The Adduci law firm is wrong in asserting that “Lans breached his duties to
be forthcoming with information to his counsel and opposing parties.” Br. of
Intervenor, p. 30. The district court abused its discretion in requiring Dr. Lans and

Uniboard to pay the defendants’ attorney’s fees.

2.8 The district court’s failure to adequately address the

conflict-of-interest issue is an abuse of discretion.

The district court also abused its discretion in one additional respect. In
denying the motion for reconsideration, the district court failed to adequately
address Dr. Lans’ argument that the Adduci law firm had a conflict of interest in

representing Dr. Lans. A 842-43,

) 2



Defendants essentially ignore the explanation in the opening Brief of
Appellants as to the nature of the Adduci law firm’s conflict of interest and its
relevance to the motion for reconsideration before the district court. See Br. of
Appellants, pp. 47-50. Once the defendants moved for summary judgment in
August 1999, the Adduci law firm had a conflict of interest. The Adduci law firm
knew, or should have known, that it faced serious consequences, including the
potential of a malpractice action by Dr. Lans or liability to the defendants for
attorney’s fees. Yet, the Adduci law firm did not consult with Dr. Lans and seek
his consent to the conflict, nor did the district court take any steps to assure that
Dr. Lans was aware of and understood the conflict. Under these circumstances,
plaintiffs properly argued in their motion for reconsideration that the Adduci law
firm “had a conflict of interest that prevented the firm from zealously representing
Mr. Lans and Uniboard” and “should have advised Mr. Lans to obtain separate
counsel.” A 838.

Defendants assert that “whether a conflict of interest existed between
Lans/Uniboard and Adduci is a matter to be sorted out in the malpractice action
currently pending in the U.S. District Court for the District of Columbia.” Br. of
Appellees, p. 39. But that ignores the impact of the conflict on the district court’s

decision to award attorney’s fees.
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After the conflict arose, Mastriani represented to the district court that he
had “been repeatedly informed by Mr. Lans that no assignment had even taken
place.” A 582. The district court expressly relied upon Mastriani’s affidavit in
concluding that “Lans neglected to inform even his attorneys that an assignment
had taken place.” Lans, 84 F.Supp. 2d at 114.

Mastriani later admitted that it would have been false to say that he did not
know anything about Uniboard. A 1458. Yet, he failed to correct the district court
when it relied on his affidavit and erroneously concluded that Dr. Lans “chose to
conceal all information about the assignment, possibly even from his attorneys.”
Lans, 84 F.Supp. 2d. at 122.°

For its part, the Adduci law firm argues that “there was no conflict” (Br. of
Intervenor, p. 34); the Adduci law firm asserts that it “could not have presented
Lans’ and Uniboard’s recent version of facts to the district court in their defense
because that version did not yet exist at the time [the Adduci law firm] defended
them against sanctions.” Br. of Intervenor, p. 35. That argument is disproved by
the documentary evidence. Dr. Lans repeated to the Adduci law firm, in writing

prior to the filing of the complaints, that “the patent has been transferred to the

® In its brief as intervenor, the Adduci law firm fails to explain how this conflict
was “cured.” See Br. of Intervenor, p. 33. The Adduci law firm suggests that the
district court “rejected the current version of events of Lans and Uniboard.” Br.
of Intervenor, p. 34. But the district court did not even address the conflict-of-
interest issue.

=10



company.” A 266. Dr. Lans also told the Adduci law firm, in writing prior to
defendant’s summary judgment motion, that “[t]he company Unoboard [sic] is the
owner of the ‘986 patent.” A 394. Once the defendants moved for summary
judgment, the Adduci law firm had a conflict of interest.

The district court acknowledged that Dr. Lans and Uniboard had made a
conflict-of-interest argument. A 1551. Nonetheless, the district court’s analysis in
denying the motion for reconsideration thereafter makes no further mention of
conflict of interest. The district court’s failure to adequately address the conflict-

of-interest issue is an abuse of discretion.
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CONCLUSION

For the reasons stated above and in the opening Brief of Appellants Hakan
Lans and Uniboard Aktibolag, appellants respectfully submit that the Orders
granting the petitions for attorney’s fees should be reversed with instructions to
enter orders denying the petitions for attorney’s fees.

Respectfully submitted this 19th day of June, 2006.
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