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CERTIFICATE OF INTEREST
Counsel for appellants certifies the following:
1.

The full name of every party represented by me is:

Rembrandt Technologies, L.P. and Rembrandt Technologies, LLC.
2.

The name of the real party in interest represented by me is:

None.
3.
All parent corporations and publicly held companies that own 10 percent or
more of the stock of the party represented by me are:
Rembrandt Technologies, L.P. owns 10% or more of Rembrandt Technologies,
LLC.
Rembrandt IP Fund LLLP owns 10% or more of Rembrandt Technologies, L.P.
4.
The names of all law firms and the partners or associates that appeared for
the party or amicus now represented by me in the trial court or agency or are
expected to appear in this Court (and who have not or will not enter an appearance
in this case) are:
See next page.
5.
The title and number of any case known to counsel to be pending in this or
any other court or agency that will directly affect or be directly affected by this
Court’s decision in the pending appeal:
On September 7, 2011, the district court entered final judgment in the underlying
litigation. Appx00010-00023. Rembrandt appealed the construction of U.S. Patent
No. 5,243,627, and this Court affirmed on September 13, 2012. In re Rembrandt
Techs., LP, No. 12-1022, 496 Fed. App’x 36 (Fed. Cir. 2012). The panel comprised
then-Chief Judge Rader, Judge O’Malley, and Judge Reyna.
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REPLY BRIEF
In awarding the fees that are the subject of this appeal, the district court rejected
appellees’ claim that Rembrandt sued in bad faith or without a basis. Appx00030
nn.4, 5. When the court denied expert fees, it reaffirmed that appellees had not shown
that Rembrandt “acted in bad faith, vexatiously, wantonly, [or] for oppressive
reasons.” Appx00035 n.3. And in denying pre-judgment interest, the court again
found that “there has not been the kind of bad faith through litigation that warrants”
that relief. Appx00035 n.6. Appellees do not challenge these holdings.
They can therefore only prevail if this is the “rare case in which a party’s
unreasonable conduct” is “so ‘exceptional’ as to justify an award of fees,” Octane
Fitness, LLC v. ICON Health & Fitness, Inc., 134 S. Ct. 1749, 1757 (2014);
Checkpoint Sys., Inc. v. All-Tag Sec. S.A., 858 F.3d 1371, 1376 (Fed. Cir. 2017)
(holding that fee awards are appropriate “to prevent a party from suffering a ‘gross
injustice’”). On its face, the decision below does not meet that standard. It contains
obvious legal errors, makes factual claims that are either conclusory or clearly
erroneous, and does not even attempt to connect the alleged misconduct to the
enormous amount of the award. Appellees attempt to backfill the district court’s
decision with a conspiracy-theory narrative that Rembrandt, Paradyne, Zhone, and
the Attic consultants all schemed to deceive appellees and the district court. But
appellees cannot defend the district court’s exercise of discretion by ignoring the
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flaws in its reasoning and attacking its rejection of their bad-faith theory. In any
event, their narrative is not only inconsistent with the decision below; it is also utterly
divorced from the facts. Once this Court applies the law to the undisputed facts, it
should find that the district court abused its discretion and reverse the judgment
below.
I.

Appellees’ factual narrative is misleading and contradicted by both
the district court’s decision and the record evidence.

Appellees’ brief is rife with factual inaccuracies, misleading statements, and
critical omissions. Given space constraints, we highlight only several illustrative
examples on which appellees repeatedly rely.
A. Appellees’ description of Rembrandt’s consulting agreement with Attic
IP is false.
Appellees repeatedly mischaracterize Rembrandt’s agreement with Attic and its
effect on the litigation. For example, they assert that the agreement gave the
consultants “a significant stake in the outcome of this litigation”—i.e., “3-5% of any
licensing or litigation payments.” Br. 12-13. This is demonstrably false. The
agreement gave Attic a 3-5% share of “Net Royalty Agreement Revenue,” defined
in relevant part to include revenues from “Assigned Patents.” Appx00243-00244.
“Assigned Patents” included only patents that Rembrandt might acquire “from
Zhone after February 13, 2006.” Appx00243. Thus, when it was executed on
February 14, 2006, the consulting agreement did not convey any interest in patents

2
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Rembrandt had purchased from Paradyne, or in already-pending litigation (four
cases asserting the ’819, ’858, ’631, and ’627 patents). Appx00020. Indeed, it was
not certain that the consulting agreement would ever provide a contingent interest in
litigation because such an interest would only arise if Rembrandt: (1) bought patents
from Zhone; and (2) asserted those patents in court.1
That mischaracterization about timing matters—not only because it illustrates
how appellees have played fast and loose with the facts—but also because appellees
themselves distinguish contingent payments offered “in the midst of litigation to buy
a fact witness’s support for that litigation,” Br. 25; see also Br. 1, 37-38, from a
permissible “ex ante” offer of future proceeds, Br. 25, 37. In fact, the Attic agreement
was precisely the sort of ex ante arrangement appellees acknowledge is permissible.
Appellees imbue the consulting agreement with nefarious intent by misusing a
message from Paradyne employee Gordon Bremer to Paradyne CFO Pat Murphy.
Br. 13 (citing Appx03617). The message does not refer to Rembrandt or Attic at all;
it is about what Bremer was hoping Zhone would give him after it acquired

1

That did happen with two patents (’444 and ’903) in September 2006. To the
extent Attic received an interest in any other patents, it only did so because those
patents were asserted alongside the ’444 and ’903 patents, and the agreement
contemplated a limited contingent recovery (3%) for such cases because the parties
understood that it would be difficult to disaggregate the degree to which a settlement
was based on one of the Assigned Patents or a different patent. But no such litigation
existed when the agreement was made, and nobody then anticipated that these
patents would come together in multidistrict litigation.
3
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Paradyne. He was hoping to
." Appx03617. He also wanted

-to'

and he would

Id. Indeed, Bremer' s message could not have
been about the Attic agreement, because that agreement was not even contemplated
at the time he wrote to Murphy. Id. ; Appx00231.
Appellees' use of this message is flagrant. Specifically, after describing (and
italicizing for emphasis) the contingent aspect of the consulting agreement, appellees
Rembrandt's

assert: "Bremer explained this woul
goals and

Br. 13 (alterations

in original). That single sentence is misleading in four ways. First, the pronoun "this"
refers the Court to the contingent payment term of the Attic agreement-but Bremer
was not describing that agreement; he was describing his desired relationship with
Zhone. Second, appellees replace

with "Rembrandt's goals," even

though the message had nothing to do with Rembrandt and even though Rembrandt's
goals were not the same as -

Third, appellees change -

to -

implying that Bremer was speaking for all the Attic consultants, when in fact he was
referring only to himself. Finally, appellees accuse Bremer of promising that a
contingent interest would

4
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-

that would

Actually he was offering

require him to

instead of
Appx00902, Appx00904. He never suggested that a

contingent interest would cause him to testify falsely, destroy documents, or do
anything else unethical. Contra Appellee Br. 32 (citing this language as evidence
"that Rembrandt was paying [the consultants] to support its case no matter the
facts").
There is more. Appellees do not dispute that Rembrandt never even saw the
memo from Bremer to Murphy, but they bury this admission in a footnote, arguing
that the document is nevertheless "probative of Rembrandt's understanding." Br. 32
n.2. This is a lawyer's trick of using italics in lieu of evidence. In fact, a message
between two third parties discussing one party's aspirations for a business
relationship with a different third party is not probative of anything Rembrandt
understood-and certainly not evidence of misconduct by Rembrandt.
Building on their theme that Rembrandt improperly compensated witnesses,
appellees claim that they "uncovered a disturbing pattern of Rembrandt coopting
fact witnesses by giving them lucrative contingent interests." Br. 16. Other than the
Attic agreement, they supply only a single example: Joe Chapman, a Paradyne
inventor who consulted as an expert for Rembrandt's counsel. But the payments to
Chapman were hourly, not contingent. Appx04663-04666. Appellees also falsely

5
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suggest that Chapman contacted his former colleague Patrick O’Horo on
Rembrandt’s behalf to urge him to destroy documents. The district court never found
that, and there is no evidence for it. The testimony was that Chapman contacted
O’Horo after O’Horo left Paradyne and expressed concern about O’Horo retaining
proprietary documents. Appx04656. The record does not support that Rembrandt
had any role in this conversation, that Chapman knew the contents of O’Horo’s
documents, or that those documents were relevant to this litigation.
It gets even worse: appellees end the paragraph by asserting: “Although O’Horo
did not destroy any documents, Bremer did after securing a stake in the litigation
and setting aside documents helpful to Rembrandt’s case.” Br. 16 (citation omitted).
That is false for two reasons. First, it is undisputed that Bremer did not destroy
documents. The “beginning and the end” of Bremer’s involvement is that Zhone
General Counsel Paul Castor asked Bremer to review 30 boxes of documents—not
because those documents were believed important, but because they were sitting on
a steel balcony near his office in the main building. Appx00635, Appx02793-02794.
He reviewed the boxes and determined that they did not contain any information
pertinent to this litigation. Appx02793. He described the boxes to Castor and asked
for instructions. Appx02793-02794. Castor ordered the boxes destroyed in the
ordinary course. Appx02794, Appx00635, Appx00256. Second, as explained above,
appellees’ allegation that Bremer acted after he obtained “a stake” in this litigation

6
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is false. When Bremer analyzed the boxes in March 2006, Appx00256, he did not
have a stake in any of Rembrandt’s litigation. The Attic agreement was not
guaranteed to go into effect; it did not actually go into effect until June 2006; and it
did not grant Bremer a stake in any pending lawsuit.
Appellees also attempt to attribute their conspiracy fantasy to the district court.
Thus, they assert that “the district court found” that Rembrandt’s agreement with the
Attic consultants “led one of them to claim a dubious lack of memory, and
contributed to one of them participating in the destruction of relevant evidence.”
Br. 1. The court never found any of that. Indeed, it never commented on the
credibility of any witness, nor found that anybody participated in document
destruction because of incentives from Rembrandt.2 In fact, the court’s opinions
contain virtually no factual “findings” at all. But, as noted above, it did conclude that
Rembrandt brought and maintained this litigation in good faith.
B. Appellees’ description of Zhone’s document destruction is false.
Repeatedly (Br. 1-2, 10, 19, 25-26, 42-43, 48-50), appellees assert that Paradyne
destroyed relevant documents, and that the destruction coincided with the start of
this litigation. They want the Court to believe that Paradyne and Rembrandt were a

-

2

As for Bremer’s memory, it is hardly surprising that, in 2008, he had a hard
time remembering the details of business transactions with
that occurred
almost
Appx00537-00538.

7
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“litigation team,” and that the destruction was motivated by a desire to obtain
litigation advantage.3 But the undisputed evidence shows that Paradyne never
decided to destroy documents, nor chose which documents to destroy. The
destruction was ordered and supervised by Zhone after it acquired Paradyne—and
Zhone’s motivations (to reduce storage costs) had nothing whatsoever to do with
litigation, let alone Rembrandt (a company with which it had no relationship at the
time). Opening Br. 10-11 (citing record evidence).
Appellees argue that Rembrandt had actual knowledge that Paradyne had
documents relevant to inequitable conduct and the on-sale bar, citing a boilerplate
risk disclosure statement from Rembrandt to investors, which stated that

-

Br. 10 (citing Appx03629). But the
disclosure never mentions Paradyne; indeed, it was circulated in June 2004,
Appx03623, three months before Rembrandt first became aware of Paradyne’s
existence, Appx02439-02440. It therefore cannot support an inference of actual

3

Appellees emphasize Bremer’s statement that Paradyne and Rembrandt
regarded themselves as a “litigation team.” But even if Bremer regarded Rembrandt
and Paradyne as a “team,” that does not mean that Paradyne’s knowledge and
conduct outside the litigation can automatically be imputed wholesale to Rembrandt.
In any event, the “team” became moot once Zhone acquired Paradyne in 2005
(before any document destruction) because Zhone, which had no interest in
litigating, took control of the documents. Appx01773.
8
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knowledge—and unsurprisingly, the district court did not find that Rembrandt had
such knowledge.
In the same paragraph, after describing relevant documents, appellees claim that
Rembrandt allowed “3,250 boxes of these documents to be destroyed.” Br. 10
(emphasis omitted). The phrase “these documents” is intended to suggest that all
3,250 boxes contained relevant documents—but appellees do not dispute that the
vast majority of the destroyed boxes were not even potentially relevant.
Appellees’ broader allegation—that Rembrandt “allowed” documents to be
destroyed—is likewise irreconcilable with undisputed record evidence, which shows
that Rembrandt took multiple steps to ensure that Paradyne and Zhone preserved all
relevant documents. See Opening Br. 40. Thus, in March 2005, Paradyne asked
Rembrandt what material it was permitted to destroy. Rembrandt’s in-house counsel,
John Meli, responded unequivocally that Paradyne should “[p]lease save any
material that relates to patents you sold to us or plan to sell to us, including product
data that embodies the patented inventions.” Appx00203. In January 2006,
Rembrandt’s attorneys sent Zhone “a formal request . . . to provide Rembrandt with
access to, and copies of, all documents that may be related to the patents in suit.”

9
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Appx00229.4 Subsequent communications were to the same effect. Appx00332.
Thus, Rembrandt repeatedly instructed both Paradyne and Zhone to retain all
relevant documents—including before any destruction began.
Appellees also claim that Rembrandt allowed the destruction to proceed “only
after setting aside documents favorable to its case,” i.e., the “Documents of Common
Interest.” Br. 10, 13. This claim is triply false. First, as explained above, Rembrandt
did not “allow” any destruction of relevant documents. Second, the “Documents of
Common Interest” were not set aside until September 2006, Appx00331,
Appx00338; appellees concede that approximately 90% of the destruction occurred
prior to that date, Br. 10. Finally, it is false that “Documents of Common Interest”
was code for “documents helpful to Rembrandt.” The district court made no such
finding; appellees do not cite any documents from that set that were particularly
helpful to Rembrandt; and our own review has not identified any. In fact, the
Documents of Common Interest included all documents relating to patents in which
both Rembrandt and Zhone had an interest. Appx00331 (proposal describing
purpose of the common interest designation and files to include); Appx00338
(identifying files sent). Many of those documents, e.g., original handwritten

4

Appellees argue that requesting access and copies is not the same as demanding
preservation. Br. 12. But it is, because a destroyed document cannot be furnished or
copied.
10

Case: 17-1784

Document: 121

Page: 17

Filed: 11/07/2017

notebooks, were not particularly relevant. In any event, Rembrandt and Zhone
produced an enormous number of documents (more than 1.2 million pages),
including many that appellees used in depositions and in summary judgment motions
to advance their claims regarding the on-sale bar defense.
C. Appellees’ description of Rembrandt’s litigation strategy is false.
Appellees argue that Rembrandt only wound down the litigation to escape a
misconduct finding. Br. 20. The district court never found this, and it is false for two
reasons. First, the chronology doesn’t work. Appellees first suggested their intent to
seek sanctions on May 29, 2009. Appx04671. But Rembrandt offered to drop the
’631, ’819, and ’858 patents on January 6, 2009 (Appx00450-451), the ’903 patent
on March 6 (Appx00452-00453), and the ’234 patent on May 14 (Appx0174001741). The remaining three patents were dropped in July (Appx02482), based
either on claim construction or on discovery revealing infrequent usage of the
infringing technology such that damages were likely to be low.
Second, Rembrandt did not attempt to make the case disappear. Even as
Rembrandt dropped claims, it preserved its right to appeal the adverse claim
construction ruling on the ’627 patent, and continued to argue about the proper scope
of covenants not to sue. Rembrandt then appealed and continued to litigate other
aspects of the case, at substantial expense. All of that is irreconcilable with appellees’
portrayal of a litigant running away.

11
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In sum, appellees' argument for affirmance depends on a fictional view of the
record at odds with the district court's decision and the undisputed facts.
II.

This case was not exceptional.

The three instances of alleged misconduct underlying the fee award are not
misconduct at all-and in any event are not the sort of rare and exceptional conduct
that warrants fees.
A. Rembrandt should not be held liable for Paradyne's patent revivals.

Appellees accuse Paradyne of inequitable conduct, and Rembrandt of
knowingly asserting invalid patents. The undisputed facts are: Paradyne revived two
patents in January 2004, before Rembrandt had any relationship with Paradyne.
Paradyne had not paid maintenance fees for many patents (including those two)
because it believed that they lacked value. Paradyne also believed that belated
maintenance payments were permissible

so that even if it

permitted patents to expire it could lawfully revive them. These beliefs were
mistaken, but sincere-a fact that was confirmed by sworn deposition testimony,5

12

Case: 17-1784

Document: 121

Page: 19

Filed: 11/07/2017

CONFIDENTIAL MATERIAL OMITTED

corroborated by a policy created long before Rembrandt first contacted Paradyne,6
and not contradicted by any evidence in the record.7 Thus, when Paradyne petitioned
to revive the '819 and '858 patents, it included in good faith the required statement
that the delay in paying maintenance fees had been unintentional on the PTO's form.
The form did not request additional detail. Appx0l 182, Appx00141 , Appx00150.
Appellees do not cite any case holding conduct like Paradyne's inequitable.
Instead, they argue (Br. 56-59) that Paradyne was wrong to think that its failure to
pay fees was unintentional. But whether Paradyne was wrong is only part of the
inquiry. The more important part-which transforms improper revival into

7

Appellees take statements in
manufacture know led e of im ro rie
Murphy that
Br. 55-56 (citing
Appx03887). That citation does not even refer to the patents in suit-and merely
reflected the truism that different observers could assign different value to the same
atent. Similar! a ellees use Horsteme er's statement that

Appx0l 159, Appx0l 162, Appx0l 167, Appx0l 174-011 75 .
13
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inequitable conduct and thus renders the patent unenforceable—is whether Paradyne
had “specific intent to deceive the PTO.” Therasense, Inc. v. Becton, Dickinson &
Co., 649 F.3d 1276, 1287 (Fed. Cir. 2011) (en banc). About this critical question,
appellees offer nothing. They suggest that Paradyne’s mistake was so bad that
deceptive intent should be inferred. But this Court has “held circumstantial evidence
of the sort at issue in this case to be insufficient to meet the ‘clear and convincing
evidence’ standard for inequitable conduct, even when the district court has made
credibility findings against the party charged with inequitable conduct.” Ohio
Willow Wood Co. v. Alps S., LLC, 813 F.3d 1350, 1360 (Fed. Cir. 2016). Here the
facts are even stronger for Rembrandt, because the district court did not make any
adverse credibility findings against Paradyne’s witnesses.
By far, the closest case is Network Signatures, Inc. v. State Farm Mutual
Automobile Insurance Co., 731 F.3d 1239, 1243 (Fed. Cir. 2013)—which held that
when an entity revived a lapsed patent after belatedly discovering commercial
interest in the technology, stating in the process that the prior failure to pay
maintenance fees had been “unintentional,” no inequitable conduct had occurred
because specific intent to deceive could not be inferred.
In attempting to distinguish Network Signatures, the district court first wrongly
attributed the revival to Rembrandt, and then stated (contrary to the undisputed
record) that the revival was “not routine.” Appx00033 n.1. Appellees do not even
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attempt to defend the district court; instead, they dismiss its errors as a “red herring.”
Br. 62. But they, too, give Network Signatures short shrift, arguing only that
Paradyne’s revival was different because it was part of a “pattern of misconduct”—
including the consulting payments and document destruction. Br. 59-60. For reasons
explained more fully below, those other actions are not misconduct at all. In any
event, the attempt to fit the revivals into a “pattern of misconduct” makes no sense
because the revivals occurred long before the rest of the alleged “pattern.” It is
logically absurd to claim that the Attic consulting agreement and the document
destruction by Zhone, both of which happened almost two years later, support a
finding that Paradyne intended to deceive the PTO when it revived the ’819 and ’858
patents.
Because neither the district court nor appellees have offered a persuasive way
to distinguish Network Signatures, this Court should hold that Paradyne did not
engage in inequitable conduct, and reverse the contrary decision below.
Regardless of the propriety of Paradyne’s conduct, Rembrandt cannot be held
liable for relying on the PTO’s decision to revive the patents. Appellees do not even
argue that Rembrandt actually knew that the revivals were fraudulent. Instead, they
contend that Rembrandt “should have known” because it had access to Paradyne’s
documents. Br. 60. But Rembrandt did everything one would expect a purchaser to
do in these circumstances: it solicited broad representations and warranties from
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Paradyne that it had received all relevant information; it demanded access to relevant
documents; it hired top-quality patent counsel; and it paid them handsomely to
investigate. Despite these efforts, Rembrandt was not informed about the
circumstances surrounding Paradyne’s revivals—and Rembrandt did not have
subpoena power or some other magical ability to compel Paradyne to reveal more
than it did. Indeed, while the patent sale agreement (PSA) gave Rembrandt the right
to access and copy all relevant documents, only Paradyne knew which documents
existed and where they were kept. Rembrandt was entirely dependent on Paradyne
to identify and disclose relevant documents.
Appellees’ argument to the contrary (Br. 60-61) rests on a single piece of
evidence: in August 2006, Bremer sent Meli an e-mail about patents in which

-

had expressed interest. Appx00320. He attached a spreadsheet, which

-

included a single cell stating, about the ’858 patent: “

interest is intriguing:

why? Abandoned.” Appx00324. This document never mentions the ’819 patent at
all, so it cannot have provided any notice regarding that patent. And even with
respect to the ’858 patent, the e-mail did not reasonably put Rembrandt on notice of
any problem. It was not designed to do so, and the spreadsheet included almost 200
notes about different patents—only one of which discussed the ’858 patent.
Appx00322-00330. It is unreasonable to expect that Rembrandt would have secondguessed the PTO’s decision to revive that patent based on a single, cryptic cell in a
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lengthy spreadsheet—which did not even address a substantive issue of
patentability. Cf. Network Signatures, 731 F.3d at 1243.
In sum, appellees—aided by hindsight, discovery, and depositions—still have
not provided clear and convincing evidence (or even substantial evidence) that
Paradyne engaged in inequitable conduct, because it did not. It would be manifestly
unreasonable to hold that Rembrandt, which had none of those advantages, should
have reached a different conclusion in 2005. That is also why a ruling in appellees’
favor would send a chilling signal to every purchaser of patents.
B. No spoliation occurred, and Rembrandt did not “allow” Zhone to
destroy documents.
Appellees’ theory of spoliation goes like this: Rembrandt had control over
Paradyne’s documents, and it used its paid consultants to pick out documents that
would help its case while concealing and permitting the destruction of documents
that would help appellees. There are at least four errors here.
First, as explained above, Rembrandt did not allow document destruction: it
gave express instructions against destruction on multiple occasions.
Second, appellees’ description omits the undisputed reason for the destruction,
i.e., that Zhone acquired Paradyne in September of 2005 and decided to downsize
Paradyne’s facilities, including its off-site document storage facilities, in order to
reduce storage costs. Opening Br. 10-11 (citing record evidence). The destruction
was rapid and non-selective: Zhone did not pay attention to whether documents
17
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might be pertinent to ongoing litigation to which it was not a party. That is ordinary
business practice—not spoliation. At the very most, it demonstrates carelessness.
But that is not synonymous with “bad faith,” which the parties agree is pivotal to the
spoliation inquiry. See Opening Br. 41; Appellee Br. 41-42.8 Zhone’s role also
dispels any suggestion that Rembrandt acted in bad faith because when the vast
majority of the destruction occurred, Zhone had no relationship with Rembrandt—
and neither Rembrandt nor anybody who had dealt with Rembrandt until that point
initiated or directed the process. Indeed, it is undisputed that Rembrandt was not
even consulted before the destruction began. Opening Br. 26-27.
Third, the district court never endorsed appellees’ assertion that Rembrandt
cherry-picked beneficial documents or facilitated the destruction of harmful ones. It
also cannot be squared with the undisputed record. When Rembrandt executed the
PSA, it was assured that Paradyne had used its best efforts to “provide all material
information” about the patents it was purchasing—including information potentially
relating to

Appx00155. Rembrandt

and

reasonably relied on these representations to conclude that it had received all

8

Appellees note that Zhone sometimes discarded boxes with future destruction
dates, and that employees did review some boxes’ contents. Br. 48-49. Those
isolated counterexamples do not undermine the testimony of multiple Zhone
witnesses stating that the destruction generally was done by date, without regard to
the contents of the boxes. Opening Br. 10-11 (citing testimony). There is no evidence
that deviations from this norm were made on the basis of the boxes’ contents.
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relevant documents—and it had no reason to suspect that Zhone was destroying any.
Also, there is no evidence that Rembrandt ever saw the documents that were later
destroyed. It is possible that the documents were not in fact relevant. It is also
possible that Paradyne did not meet its obligations under the PSA. But what is not
possible is that Rembrandt directed or concealed the destruction of documents that
it knew nothing about.
Nor is there evidence that Rembrandt attempted to destroy documents through
the Attic consultants, Chapman, or the designation of Documents of Common
Interest. See Part I, supra.
Fourth, there is no evidence for appellees’ assertion that Rembrandt had control
over Paradyne’s documents, and the law does not support that inference. At most,
Rembrandt had a contractual right to access Paradyne’s documents. But as explained
above, that right was only as good as Paradyne’s ability and willingness to identify
relevant documents. And, of course, the Paradyne PSA did not give Rembrandt any
right to control Zhone, which was the party that directed the document destruction.
Moreover, a mere right of access to documents in another’s possession is not
“control” for purposes of assessing spoliation. Appellees cite inapposite cases about
discovery, but spoliation cases take a stricter view. See, e.g., Malibu Media, LLC v.
Doe, No. 4:15-CV-2281, 2017 WL 3648317, at *1 (M.D. Pa. Aug. 24, 2017) (finding
that the evidence must be “in a party’s sole control” for spoliation to occur). At a
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minimum, the entity destroying documents must be acting as the agent for a party to
the litigation. Opening Br. 43-44 (citing caselaw). The distinction makes sense
because there is a world of difference between ordering discovery, on the one hand,
and imposing punitive sanctions on the other.
Finally, appellees argue that even if Rembrandt’s conduct did not amount to
spoliation, it nevertheless was exceptional because it constituted a “deliberate
scheme” to deprive appellees of evidence. Br. 54. The “deliberate scheme”
allegation is ridiculous. No schemer would have implemented such a foolhardy plan.
Appellees would have this Court believe not only that Rembrandt, assisted by able
counsel with impeccable reputations, deliberately allowed third parties to destroy
documents it had never seen in the hope that they would only destroy the bad ones,
and that appellees (who themselves have tremendous resources) would simply never
find out—but also that Rembrandt failed to destroy important and damaging
documents (including the summary sheets showing which documents had been
destroyed), and simply handed those over in discovery, and then continued to litigate
the matter even after its misconduct was discovered, spending more than $20 million
of its own money in the process. Nobody would do that—and Rembrandt certainly
did not.
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C. Rembrandt’s consulting agreement with Attic IP was unexceptional.
Rembrandt entered into a consulting agreement with Attic after Zhone acquired
Paradyne. Under the agreement, the consultants would principally
Appx00240. The
agreement never mentions testimony. Id. As described above, the agreement
provided for flat-fee compensation to the consultants, plus a contingent piece of
future Net Royalty Agreement Revenue so that Attic would have an incentive to
identify strong patents for Rembrandt. See Appx02430-02431.
Appellees do not dispute that it is “very common” for potential witnesses in a
patent case to have a stake in the litigation. Ethicon, Inc. v. U.S. Surgical Corp.,
135 F.3d 1456, 1465 (Fed. Cir. 1998). Indeed, appellee Cisco has entered into a
similar agreement. See ESN, LLC v. Cisco Sys., Inc., 685 F. Supp. 2d 631, 646 (E.D.
Tex. 2009), aff’d, 397 Fed. App’x 630 (Fed. Cir. 2010) (per curiam). Cisco acquired
a patent and offered the seller a $200,000 contingent fee if the court found that Cisco
had successfully acquired the patent (the inventor disputed this). Id. at 646. The
assignment agreement also required the seller to “‘provid[e] documents, testimonies
and declarations relevant to [the transferor’s] original ownership of, and right to
transfer,’” the patent. Id. The challenger decried the payment as a bribe that
incentivized the seller to lie. Id. at 636. Cisco vigorously defended its practices based
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on Ethicon, convincing the court that the agreement was not “illegal, unethical, or
otherwise forbidden.” Id. at 646.
The district court’s sole effort to distinguish these cases was based on the
erroneous belief that the agreements in those cases did not “specifically link
payments to testimony.” Appx00033 n.1. As we pointed out (at 47-48), that
description of the cases is incorrect—and moreover the agreement in this case does
not link payments to testimony, or even mention testimony at all.
Appellees again do not defend the district court’s reasoning. Instead, they
attempt to distinguish Ethicon and ESN on two grounds. First, they posit a distinction
between contingent payments that accompany a transfer of patent rights on the one
hand, and contingent terms in consulting agreements on the other. Br. 36. This
distinction finds no basis in Ethicon, which held generally that witnesses may hold
a “pecuniary interest” in cases and cited, with an “e.g.,” a non-patent case as support.
135 F.3d at 1465 (citing Den Norske Bank AS v. First Nat’l Bank of Bos., 75 F.3d
49, 58 (1st Cir. 1996)). It finds no support in ESN, which rejected the plaintiff’s
attempt to distinguish Ethicon on the ground that the payment in Ethicon was to an
inventor while the payment in ESN was to a former employer. See 685 F. Supp. 2d
at 646. And it also finds no footing in the attorney ethics rules appellees cite, which
do not recognize any special exception for inventors or licensors.
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To the extent one can imagine a distinction between agreements that are
designed to facilitate the monetization of only the best patents (e.g., through
licensing and sale agreements) and other agreements, the Attic agreement falls on
the right side of the line. A contingent payment structure also made the most sense
because it gave the consultants an incentive to identify the best patents.
Second, appellees suggest a distinction between offering a contingent interest
before litigation begins versus after. Br. 37-38. This is irrational. The timing of the
agreement has no bearing on whether a witness has an incentive to lie. And
participants to these transactions almost always anticipate imminent litigation. Thus,
whether the litigation has formally commenced when a contingent interest is granted
cannot be dispositive.9
Anyway, appellees’ timing-based distinction only helps Rembrandt. As
explained above, the agreement did not ask the consultants to participate in pending
litigation, nor give them a contingent interest in cases already brought. It only gave
them a stake in future monetization efforts, conditioned on Rembrandt acquiring and
asserting new patents from Zhone.

9

The only authority appellees cite (at 38) is a Delaware ethics opinion that does
not support appellees’ distinction between payments offered before versus during
litigation. Indeed, the opinion was solicited while the attorney was preparing for a
pending trial.
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Thus, the distinctions appellees seek to draw between this case and Ethicon are
illusory, and this Court should hold that the Attic consulting agreement was lawful.
But even assuming, arguendo, that this case can be distinguished from Ethicon,
attorney fee awards are reserved for rare cases where a party’s conduct is so
unreasonable that it calls out for a deviation from the ordinary rule that each party
pays its own lawyers. Even if this Court now decides that Rembrandt’s 2006
consulting agreement was improper, that conclusion would not have been evident to
a party in Rembrandt’s position. Exceptional-case awards should not be predicated
on the violation of rules that were unclear at the relevant time period.
Appellees also do not dispute two important facts—both of which substantially
undermine any policy concern here, and neither of which the district court addressed.
First, the consulting agreement, including the contingent-payment provision, was
properly disclosed to all parties in the litigation. Second, Rembrandt never called the
Attic consultants to testify; they testified only as deponents called by appellees in
connection with this fee motion; and the court never found any of their testimony to
be false.
Appellees also do not dispute that violations of attorney rules are not intended
to create civil liability, and that no attorneys have themselves been disciplined in
connection with appellees’ allegations (indeed, to our knowledge, no bar referrals
have been made either). See Opening Br. 51. Instead, they take the remarkable
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position that Rembrandt’s conduct would be exceptional “irrespective of the ethical
rules” because, in the district court’s view, it “‘gave rise to a considerable risk of
tainted testimony.’” Br. 39-40 (alteration omitted). It is hard to reconcile that
statement with the argument appellees make just two pages earlier, i.e., that
“[a]lthough any payment contingent on the outcome of a case creates the potential
for bias . . . [t]he ethical rules recognize” a distinction between different kinds of
payments, so the Court should feel comfortable affirming the judgment below while
acknowledging the validity of other payments. Br. 37-38. Indeed, the conflict in
appellees’ position only highlights that they have no convincing response to
Rembrandt’s argument that affirmance would cast substantial doubt on many routine
agreements that provide for contingent compensation. The better approach would be
to follow Ethicon and hold that any contingent interest went only to the weight of
the Attic consultants’ testimony.
III.

The amount of the fee award was unreasonable.

The district court never even attempted to explain why it was reasonable to
award $51 million in fees for the entire litigation. Appellees rest everything on the
argument that the misconduct was so pervasive that it tainted the entire litigation.
That assertion is baseless.
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First, the district court never found that the misconduct was so pervasive that it
justified a complete award of fees. Indeed, in rejecting appellees’ bad-faith theories,
the court found the opposite.
Second, none of the alleged misconduct—either alone or in combination—can
possibly warrant a total fee award. Appellees argue that the document destruction
“concerned all of the asserted patents and implicated every major issue in this
litigation.” Br. 66. They offer no evidence for this, and past detailed reviews have
shown that the vast majority of the destroyed documents had nothing to do with this
litigation, and the few potentially relevant documents related mostly to on-sale bar
defenses for only two of the nine patents in suit. See Appx03216-03260.10 Moreover,
there is no evidence that appellees were substantially hindered. In fact, they were
able to win favorable claim constructions and file summary judgment motions.
Unable to articulate any clear connection between the document destruction and
their fees, appellees transform the district court’s vague statement that “AOPs’
inability to conduct full discovery of relevant documents was prejudicial,”
Appx00030 n.4, to mean that Rembrandt “prejudic[ed] [appellees] at every turn.”

10

Appellees protest that they never responded to this declaration because the
district court granted their motion without permitting them to file a reply brief.
Br. 68 n.5. Even if this is so, it means that the court granted all fees without even
commenting on forty-four pages of detailed analysis showing the limited impact of
the alleged misconduct in this case.
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Br. 66 (first alteration in original). But as the original text shows, the court did not
find pervasive prejudice. Indeed, while the court did not quantify the prejudice at all,
it acknowledged that no “single issue” alone made this case exceptional. Appx00030
n.4.
Appellees also claim that the Attic agreement caused the consultants to decide
to support Rembrandt “no matter what,” which led to Rembrandt omitting facts from
its interrogatory responses, which led to third-party discovery about the on-sale bar
issue and the revival issue. Aside from the fact that this does not prove pervasive
misconduct affecting the entire litigation, each link in appellees’ chain of causation
is faulty. First, there is no evidence that the consultants would support Rembrandt
“no matter what.” Appellees themselves do not argue that Horstemeyer or Murphy
ever testified falsely, and their aspersions about Bremer are debunked above.
Appellees also never explain how the consultants’ position influenced the specific
interrogatory response they cite (Appx03853-03854), nor why that response was
deficient or misleading. The third-party discovery appellees cite comes
overwhelmingly from a single former Paradyne employee. See Br. 67 n.4. That
employee also did not corroborate appellees’ claims about invalidating sales;
instead, he mostly stated that he did not know whether sales had occurred.
Appx04389-04390.
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Appellees also make no attempt to connect Paradyne’s allegedly fraudulent
revival of the ’819 and ’858 patents to any expenditure of fees. Those patents were
never asserted against Adelphia at all, and were never asserted on their own, which
means appellees would have incurred defense costs in those lawsuits even if the ’819
and ’858 patents had never been asserted. Appellees also never break out what fees
they incurred to defend the claims based on those two patents.
Finally, at least certain parts of the litigation are obviously untainted—thus
making a total fee award a clear abuse of discretion. The alleged misconduct had no
connection with litigation over the ’627 patent (an entirely different technology from
the other eight), which proceeded on a separate track. Indeed, the original orders did
not mention that patent, and the defendants who were sued only on that patent
tellingly did not even move for fees. Although appellees now gesture at the
consulting payments and some sale records for the relevant time period, they never
asserted defenses based on any of that information with respect to the ’627 patent.
The award also includes fees for the Adelphia bankruptcy—despite the district court
first holding that such fees were not warranted, and even though the revived patents
were not asserted against Adelphia.
IV.

The district court’s order was procedurally deficient.

The district court awarded appellees more than $51 million in fees in a
conclusory opinion based on a stale paper record. This Court is in as good a position
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as the district court to decide the issues presented on the evidentiary record—and on
this record, it should reverse outright. If, however, this Court believes that credibility
determinations and the resolution of fact-intensive disputes should have been made,
the district court’s failure to hold a hearing was error.
Appellees argue waiver, but Rembrandt requested a hearing before fees were
actually awarded. It was justified in not acting earlier because Rembrandt reasonably
believed that this litigation was over when the district court took no action on the fee
motions for multiple years. The court’s decision finding the case exceptional was a
complete surprise. Its analysis, confined to footnotes, is light on specifics, but
contains clear errors—which raises a real concern that a gargantuan fee award was
based on a cursory review of the arguments and an erroneous understanding of the
undisputed facts.
Finally, the district court was required to evaluate the exceptionality of the
consolidated cases in the multidistrict litigation (MDL) individually. Appellees note
that MDL courts have discretion to manage their dockets. But when a court exercises
statutory authority to award fees, it must adhere to the terms of that statute. 35 U.S.C.
§ 285 permits an award of fees only in an exceptional “case,” and an MDL docket is
not a “case.” Here, the individual defendants’ cases were not identical: different
patents were asserted against them at different times, and they incurred different
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fees. It is not a foregone conclusion that each defendant would have been affected
the same way, or had an equal entitlement to fees.
CONCLUSION
This Court should reverse the judgment below.
Respectfully submitted,
/s/Thomas C. Goldstein
Thomas C. Goldstein
Tejinder Singh
GOLDSTEIN & RUSSELL, P.C.
7475 Wisconsin Ave.
Suite 850
Bethesda, MD 20814
(202) 362-0636
October 4, 2017
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