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INTHE UNITED STATESDISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
MARSHALL DIVISION
SYNCPOINT IMAGING, LLC,
Plaintiff,

V. CaseNo. 2:15CV-00247JRGRSP
NINTENDO OF AMERICA INC, ETAL,;

Defendants

w W W W W W W W W W

MEMORANDUM OPINION AND ORDER

On September 5, 2018, Karl Hansen and his attorney Joseph G. Pia appeared before the
Court in response to an order to show cause why sanctions should not be imposéedaaler
Rule of Civil Procedure 11, 28 U.S.C. § 1927thar Court’s inherent powerBiaincluded certain
statementshown to be materially untruthful in the August 10, 2015 declaration prepared for
Hansen and relied upon in Plaintiffs memorandum in opposition to Nintendo’s venusn.moti
[Dkt. No. 363].After considerindg?ia’sresponse to the show cause order [Dkt. No. 366], arguments
presented at the June 14, 2018 hearing on Nintendo’s Motion for Exceptional CaseyNtees
Under 35 U.S.C. § 285 [Dkt. No. 29@nd the arguments presented at Septembeb, 2018
show<causehearing, the Court now makes the following findings.

BACKGROUND

Hansen was granted United States Patent No. 6,275,214 in August 2001. After spending a

considerable amount of time evaluating the Wii product, Hansen concluded that the &it4 pat

covered the Wii. Hr'g Tr. 104:12907:20,[Dkt. No. 354].Hansen and one of the defendants,
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PixArt, entered into a license that included rights to prathtiee214 patent in 2008. [Dkt. No. 1],
1 37.The license lasted four years until PixAgcided not to renew it in 201 at  40.

In November 2014, Hansen formed SyncPoint Imaging, kG the assistamcof Pia,
andassignedo SyncPoint the right to enforce the '214 patent [Dkt. No. 290], gf2. ByncPoint
thenleasedan office in Plano. Rent for the office was $250 per month, and clients of Pia’s firm
had been leasing the same office for years. Hr'g Tr.-28;§Dkt. No. 354].The office contained
a computer, a servespme backup drives, an uninterrupted power supply, a printer, and other
basic office supplies, prototypes, business records, and bdoR2:13-18.

SyncPoinsuedDefendants ofrebruary 20, 2015, alleging infringement of the '214 patent
[Dkt. No. 1]. SyncPointwas represented by Pid. In its complaint, SyncPoirdlleged thait was
a Texas limited liability company with its principal place of business in the Badtstrict of
Texas.ld. at T 1.SyncPointalleged that venue was progarthis district because Defendants
infringed SyncPoint’s patent rights within the Eastern District of Tdrasat { 21.

In July 2015, Nintentdo moved to transfer the suit to the Western District of Washington
under 28 U.S.C. 8§ 1404(a). [Dkt. No. 97]. SyncPoint responded to the venue motion by
emphasizinginter alia, its ties to TexasSed Dkt. No. 133], p. 5. In support of its response [DKkt.
No. 113] and its sureply [Dkt. No. 133], SyncPoint cited a declaration from HanSe[Dkt.

No. 116]; [Dkt. No. 29€r8]. Hansen’s declaration, signed August 10, 2015 under penalty of
perjury, indicated:

61. SyncPoint employs several consultants to conduct business at

SyncPoint’s Texas office, including Texas residents Ryan Thomas,

Dale Buechele, Dave Vancarnd Edwin Bland, who performed a

variety of services as needed.

[Dkt. No. 116], 1 6X“Paragraph 617)



During discovery, Nintendo subpoenaed an ISP for records concerning “Brilliats.Po
Brilliant Points was the entity through which Hansen had entated licensing agreement with
PixArt. Among the records produced by the ISP was a February 20, 2015 email dreanH
[Dkt. No. 290], p. 15. This email was sent two dbagforethe filing of this lawsuit and six months
beforeHansen’s August 2015 declaration discussing one of SyncPaitggedconsultants —
Ryan Thomagsa fulktime suburban dentist and family friend from the Dallas area, Hr'g Tr. 46:22
25, [Dkt. No. 354]. The email from Hansen described the job responsibilities of a “consultant:”

Hi Ryan, [...] For helping udasically just pick up any mail at the

office every couple weeks or so, and check to make sure the

computer is running and is on the network. You can check the

computer both remotely (i.e. can you access it from your house) and

atthe office (is it able to connect to the internet). [...] The key is to

give you the ability to honestly say you are doing work for

SyncPoint Imaging, even if it seems trivial, because it is an essential

part of keeping the office up and running. Because woe

established in Texas, combined with me having been born in Texas

and having worked there several times, it makes it very difficult for

any parties in the lawsuit to try to change venue to some other more

favorableto-them district. [...] Best regard&arl
[Dkt. No. 29034]. Apparently, Dr. Thomas declined tlo&fer. At theJune 14, 2018 hearing
Hansen testified that Dr. Thomas “came to the office a couple of times, and then iequsubs
email, he said that he didn’t think he was going to be able to do it.” Hr'g Tr.-486,14Dkt. No.
354].

The ISP also producexh April 2015 emailexchange witiHansen. [Dkt. No. 290], p. 14.
This April 2015 email was sent four montheforeHansen’s August 2015 declaration discussing
one of SyncPoint’s consultarEdwin Bland.Although Hansen’s declaration representedhe
Court that Bland was a SyncPoint consult&tand’s email indicates that he wasta consultant:

Hi Edwin, [...] Hey, I'm looking for someone who can drop by the

office for SyncPoint Imaging when we are not in town and pick up
any mail and make sure the server is running. | thought you might



be interested. The guy | had doing it won't be available after the end
of April. It doesn’t involve much, part time, swinging by the office
maybe once per week and checking the server and picking up any
mail. Either me or one of my boys (or all of us sometimes) will be
in Dallas periodically and we would meet you for lunch or wherever
and get any accumulated mail. The pay is not much until the lawsuit
with Nintentdo settles olt..]. Best, Karl

*k%k

Hi, Karl, [...] I've taken a look at the office location. | wolvé able
to help you this time. It's considerably outside of my normal
commute & | believe I'd likely get stuck in traffic trying to drive up
to it. |1 also have a PO Box for our rental business. ... It's only 4
miles from my home ... but it's a big pain in tihack side to
remember to pick up the mail ... even once or twice a month. | hope
all goes well with the lawsuit for you.

[Dkt. No. 290-33], pp. 2-3.

Hansen’s testimony at thkine 14, 2018 hearirrgvealed the outcome for the remaining
two alleged SyncPoint consultants. As to Buechétasen stated that he did not knowef“ever
came to the office.Hr'g Tr. 48:5-8,[Dkt. No. 354]. As to Vance, he may have been the only
alleged consultant to visit the SyncPoint offilck.at 49:16-50:3.

This case was dismissed befdfmtendo’s venue motion wasver decidedand thus the
Court did notultimately rely on Hansen’s declaration. The scheduling order in this case was
entered in May 2015, the venue motion was filed in July andbwatedthrough September.
However, he case wastayed in January 2016 due to Hansen’s bankruptcy proceedings. [Dkt. No.
233]. The bankruptchecamdinal two years after the stay was entered, with Piefiiergingas
thebuyerof the '214 patent. The only remaining questfor the parties at that time was dismissal.
Dismissal with prejudicgave Defendants the “prevailing party” status amgtionto pursue a

claim for attorneys’ fees[Dkt. No. 279]; [Dkt. No. 283]. Defendantdiled a motion equesting

the Court to find this case exceptiontd,award attorneys’ fees to Nintendo, and to join Hansen



and Pia’s law firm as thirgarty defendants responsible for paying the attornegs [Dkt. No.
290].

While the Court did not find the merits of SyncPoint’s suit frivolous nor the case
exceptional, the Court expressed concerns with Paragraph 61 of Hadeelaration:

Most troubling is the part of the declaration about SyncPoint’s
consultants. There is no way around the conclusion that there really
were no consultants. At best, only one of the four people identified
in Hansen’s declaration (Vance) ever even visited SyncPoint’s
office. In the words of Hansen’s own email, the point was simply to
make it “very dificult for any parties in the lawsuit to try to change
venue to some other more favoratsehem district.” ECF No. 290

34. SyncPoint’s office in Plano would have carried little weight in
the transfer analysis, given its recent origin and very limited
contents, but for the claim that SyncPoint employed various
consultants at that office. Not only did Hansen’s declaration include
these misrepresentations, SyncPoint continued to rely on the
declaration well after it was called into question. In the vest fir
sentence of the sueply to the venue motion, for example,
SyncPoint stated that “Nintendo has ignored and failed to contradict
Mr. Hansen’s declaration establishing the legitimate business
purposes for SyncPoint’s incorporation and officelgetn Pano.”

ECF No. 133 at 1.

[Dkt. No. 362], p. 17. The Court therefore ordered Pia and Hansen to show cause why dppropria
sanctions should be not be imposed under Rule 11, 28 U.S.C. § 1927, or the inherent power of the
Court. [Dkt. No. 363].

At the September 5, 2018 show cause hearing, Hansen catedidfied “l didn’t know
what matters in a venue. To me if } if | hire an office temp and have them come in, | am
employing them as a person to get the mail. If | hiré | hire an IT guy tocome in and check on
the server, you know, I'm doing that. [...] Those don’t matter for venue, | didn’t thidrg’Tr.
21:1623, [Dkt. No. 369]Piarepresented to the Couft did not talk to Mr. Hansen directly about
his declaration and did not graragraph by paragraph with Mr. Hansen. [...] | could have been

more thorough. Certainly could have talked to Mr. Hansen about that paragraph myself, and |



did not do that.’ld. at 8:820. Instead, Pia employedcantract attorneto draft the venue motm
SedDkt. No. 366], p. 12At the September'BhearingPia admitted that he still did not know the
alleged SyncPoint consultants. Hr'g Tr. [Dkt. No. 369], 8:21-9:1.

DISCUSSION

There areat leasthree sourcesnwhich the Courtouldrely toimpose sanctions in this
suit: Federal Rule of Civil Bcedure 11, 28 U.S.C. § 1927, and the Court’s inherent powers.

Under Rule 11, attorneys have a responsibitityonduct a reasonable inquiry into the
facts and law of a casehen they affix their signature on any papidesd with the court. Fed. R.
Civ. P. 11(b)Mercury Air Group, Inc. v. Mansou37 F.3d 542, 548 (5th C2001).By signing
and filing those papers with the Court, attorneys certify that to the best dfribeitedge that the
allegations and factual contentions submitted to the Court have evidentiary sugabrR. Eiv.

P. 11(b)(3). Rule 11 is designed to “reduce the reluctance of courts to impose samgtions
emphasizing the responsibilities of attorneys and reinforcing those attigatihrough the
imposition of sanctions.Thomas v. Capital Sec. Servs.,.]Jr&36 F.2d 866, 870 {5 Cir. 1988)

(en bang.

When certain Rule 11 sanctions may not be available, the Court may look to statutory
authority to impose appropriate sanctidrz8 U.S.C. § 192provides that any attorney “who so
multiplies the proceedings in any case unreasonably and vexatiously may bedreguhe court
to satisfy personally the excess costs, expenses, and attorneys' faesbigasourred because of

such conduct.” The statute requires that “there be evidence of bad faith, impmipes, ror

1 The Advisory Committee’s notes thet 1993 amendments to Rule 11 imsdructive in this regard‘Rule 11 is not
the exclusive source for control of improper presentations of claiefenses, or contentions. It does not supplant
statutes permitting awards of attorney’s fees to prevailing partideottee principles governing such awards. It does
not inhibit the court in punishing for contempt, in exercising its inftgpewers, or in imposing sanctions, awarding
expenses, or directing remedial action authorized under aites or under 28 U.S.C. § 1923ee Chambers v.
NASCQ501 U.S. 31 (1991).



reckless disregard the duty owed to the courtClark v. Mortense93 Fed. Appx. 643, 650 (5th
Cir. 2004).Here, the Court has already found that there was no improper conduct othiéxethan
declaration discussed above, and SyncPoint’s venstepresentationgere not themselves the
of Defendantssubstantial attorneys’ feeSee[Dkt. No. 362], pp. 1718. Therefore, the Court
finds it ingppropriate to impose sanctions ung8exr927

Even if relief is not available under Rule 11 or § 198&,$upreme Court has recognized
that federal courts have the inherent power to impose attorneys' fees asa@andandiad faith
litigation conductChambers501 U.S. at 47-4&ee alsdBatson v. Neal Spelce Assd05 F.2d
546, 550 (5th Cir1986) (“[F]ederal courts possess inherenv@ioto assess attorney's fees and
litigation costs when the losing party has acted in bad faith, vexatiowstyomly or for oppressive
reasons.”) (internal quotation marks omijtégkefore awarding attorneys’ fees, a court must make
specific findings ato the frivolousness of the su8ee Crenshaw v. General Dynamics CO®g0
F.2d 5, 129 (5th Cir.1991hlere, the Court has already found this suit was not frivo[@ls. No.
362], p. 15. Thus, sanctions should not be imposed under the Court’s inherent power.

Accordingly, the best standarddonsider regardinganctionsn this matter is Rule 11
Rule 11 was Violated in This Case

Sanctions may be imposed when an attorney, firm, or party makes factual contentions
without evidentiary support. Fed. R. Civ. P. 11(c)(d)assessing whether a represented party and
counsel made a reasonable factual inquiry into the baaidilofg, the Court considers a number
of factors, including(1l) the time available to counsel for investigation; (2) the extemthich
counserelied on his client for the factual support of the allegations; (3) the feasddifinefiling

investigation; (4) the compleyitof the factual and legal issues; and (5) the extent to which the



development of factual circumstances underlying the claim required discSweati.v. Our Lady
of the Lake Hospital, Inc960 F.2d 439, 444 (& Cir. 1992);Thomas 836 F.2d at 873.

Here,representations about the alleged SyncPoint consultants were made ingPaBagra
of Hansen’s declaration, which was submitted in response to Nintendo’s venue motiaml®te
venue motion was brought under 28 U.S.C. § 140&mce “the availability bcompulsory
process to secure the attendance of witnesses” is a key factor in a § 1404(a3, sealysre
Volkswagen of Am., Inc545 F.3d 304315 (5th Cir. 2008), the discussion of four potential
witnesses- the SyncPoint consultantsir Paragrap 61 is a critical factual allegation.

Paragraph 61 ialso afactual allegation that indisputably lacks evidentiary support. Two
of the fournominalconsultants had already declined to be involved ®ithcPointby the time
the declaration was signed. Of the two remaining consultants, one had at mest thisit
SyncPoint office. Even iDr. Thomas, Buechele, Vance, and Bland all agreed to visit SyncPoint’s
office, Hansen’s email to Dr. Thomas indicates thatathly “business” thallegedconsultants
were asked to conduct was picking up mail and making sure the server wamatilg. The
declaration clearly implies that these four consultaotsducted the business of SyncPoint and
should thusbe considered as potential withesséke email to Dr. Thomas is particularly
concerning as it makes clear that Hansen’s request was made solely to supportnainioe,
conduct SyncPoint’s business.

The Court finds tlat this email isnecessarilythe fault of Hansen’s attorneyPia— not
Hansen. Hansen’s email reflects what his lawyers must have told lproviole sinceHansen
candidly admitted at the September 5, 2018 stewse hearing that he “didn’t know what matters

in avenue.” Hrg Tr. 21:16-23, [Dkt. No. 369].



Similarly, Paragraph 61 is also attributable to counsel. Pia admitted that he did not review
Hansen’s declaration and never verified whetberThomas, Buechele, Vancer Bland were
truly SyncPoint consultants. This is especidiiyubling given that Pia had sufficient time to
conduct a prefiling investigation into relatively straightforward factualesdmdns. h the month
Pia took respond to Nintendo’s venue motiBrg never investigated these venue facts. In fact,
nearly three years later, the alleged consultants are still not known Wikie.Pia advised the
Court that he relied on a contract attorney to draft SyncPoint’s response to Nintesioiaés
motion, there has been no showing that the contract attorney was responsible for the
misrepresentations in Paragraph 61, which was, in any event, made undegRéaigai Thus,
there is simply no excuse for Pia’s failure to make a reasonable inquityhéstecritical factual
representations. Pia violated Rule 11.

As to Hansge, however, the Court finds that hernist jointly responsible for the false
allegations in this matter. Rule 11(c)(1) authorizes the Court to impose sanctioizs as the
violating attorney, athon Hansen, as the party potentially responsible for the violation. A client is
responsible for a Rule 11 violation if the client “know([s] that the filing and sigmihg pleading,
motion, or other paper] is wrongfullih re Motion for Sanctions Againsteyers No. 4:12MC-
015A, 2014 WL 1494099, at *8 (N.D. Tex. Apr. 16, 201dypplementedNo. 4:12MC-015A,

2014 WL 1910621 (N.D. Tex. May 9, 2014) (citi@glloway v. Marvel Entm't Grp., a Div. of
Cadence Indus. Corp854 F.2d 1452, 1475 (2d Cir.1988y'd in part sub nom Pavelic & LeFlore
v. Marvel Entm't Grp.493 U.S. 120 (1989)). lappropriatanstances, the Fifth Circuit has held
both the attorney and client jointly and severally liaBkeelennings v. Joshua Indep. School Dist.

948 F.2d 194, 196 {b Cir. 1991) Here, Hansen'’s testimomyakes clear that he was natwvare

2The contract attorney’s signature is not affixed to any of SyncPoint’s vespenses.
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of the importance of Paragraph 61 and the need for precision in its wording. Theggfotiens
against Hansen are inappropriate.
Sanctions Against Joseph Pia are Appropriate

Because Pia violated Rule 11(b)(3), the Comow examines what sanctions are
appropriate.SeeJennings 948 F.2d at 19{citing Business Guides, Inc. v. Chromatic Commc'ns
Ent., Inc, 498 U.S. 533, 5447 (1991)) Sanctionsnay be imposeditheron motion orsua sponte
On its own, the Court may order an attorney, law firm, or party to show cduyssueh conduct
specifically described in the order has not violated Rule 11(b). Fed. R. Civ. R31L3(¢ the
Court determines that Rule 11(b) has been violated, the Court may impose an apapctibn
on the attorney, law firm, or party responsible for the violation. Fed. R. Civ. P. 11{¢)élgentral
purpose of ourtimposed sanctions ito “deter baseless filings in district cou€doter & Gell v.
Hartmarx Corp, 496 U.S. 384, 393 (1990).

The Fith Circuit has recognized thdthe district court is vested with considerable
discretion in determining thappropriate’sanction tomposeupon theviolating party! Thomas
836 F.2d at 87677. “What is‘appropriate’may be avarm friendly discussion on the record, a
hardnosed reprimand in open court, compulsory legal education, monetary sanctions, or other
measures gpopriate to the ciraustances.Id. at 878. In considering what form of sanction to
impose, the Court may consider: (1) whether the conduct was willful or negligemwhé€ther the
activity was isolated or part of a pattern of activity; (3) whether the condectexdfonly aingle
event within the case or the entire litigation; (4) any previous similar conduct layttmney; (5)
whether the conduct was intended to cause injury; (6) the effect of the conductibgattien in

terms of time and expense; (7) whether the responsible party was trainedain;thed (8) what

3 This procedure provides the person with the required notice and opponturgigpond. Fed. R. Civ. P. 11 Advisory
Committee’s note to 1993 amendment.
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sanction, given the financial resources of the responsible person, is neededgordietr activity

by other litigantsBullard v. Chrysler Corp.925 F. Supp. 1180, 1190 (E.D. Tex. 1996) (citing
Fed.R. Civ. P. 11 Advisory Committee’s note to 1993 amendnéihatever the sanction
imposed, ishould be limited to what is sufficient to deter repetition of such conduct or congarabl
conduct by others similarly situated. Fed. R. Civ. P. 11(c/d3entexceptional circumstances,

a law firm must be held jointly responsible for a violation committed by its partrseciate, or
employeeld.

Under the Federal Rules of Civil Procedure, the sanction may include nonmonetary
directives; penalties paid intauwrt; or, if upon motion, payment to the movant of reasonable
attorneys’ fees and other expensHse Advisory Committee’s note to the 1993 amendment of
Rule 11 also suggest$) anissuance of an admonition, reprimand or censure; (2) requiring the
attorneyparticipate in seminars or educational programsaif@nposition of a fine payable to the
Court; (4) referral of the matter to disciplinary authorities; and (5) paywf fees to the opposing
side.Fed. R. Civ. P. 11 advisory committea@te to 1993 mendment (citinglanual for Complex
Litigation, Second§ 42.3). Monetary sanctiomsay not be imposedua sponteinless the Court
issued the Rule 11(c)(3) shesause order before voluntary dismissal or settlement of the claims
made by or against the partgr whose attorney, that is to be sanctioned. Fed. R. Civ. P.
11(c)(5)(B). Where there is no Rule 11 motion for sanctions, and the case has alrehayed,
sanctions are limited to nonmonetary sanctions or a monetary penalty paydidecturtt.See
Marlin v. Moody Nat. Bank, N.A533 F.3d 374, 379 {6 Cir. 2008) (“Sanctions imposed on the
district court's initiative, as in this instance, are limited to nonmonetary sanctianmonetary

penalty payable to the cotir{citing Fed. R. Civ. P. 11(c)(4)).
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Examples of ppropriate monetary penalties payable to the court armwhmonetary
sanctions for violating Rule 11(b)(3) include: (1)pablic reprimand contained withia
Memorandum Opinion and OrdegeJenkins v. Methodist Hosps. of Dallas, |ido. 3:02-€V—-
1823-M, 2004 WL 2871006 (N.D.Tex. Dec. 14, 2004)'d, 478 F.3d 255 (5th Cir. 2007); (2)
ordering the violating attorney to complete 30 hours of continuing legal education and to submit
letters of apology téhe ogosing party and counseke Crank v. CrankNo. CIV.A. 3:96CV-
1984D, 1998 WL 713273, at *1 (N.D. Tex. Oct. 8, 1998)d, 194 F.3d 1309 (5th Cir. 1999)
and (3) a public reprimandompletion of ten hours of continuing legal education in the area of
ethics (in addition to the CLE requirements imposed by the Texas State Ban) Witear of the
sanctions order, presenting the Court with proof of completion of such, a $2,500 fine payable to
the Courtandreferring the case to the Texas State Bar Assioci's Disciplinary Committee for
further investigationBullard, 925 F. Supp. at 1191.

Here, Pia’'s admitted lack of diligence in investigatiraitical factual contentions
represented to this Court is simply inexcusables Tatter has already concluded purstarhe
dismissal ordersegDkt. No. 279]; [Dkt. No. 283], and thereasno Rule 11 motion for sanctions.

The Court is thus limited to imposing a nonmonetary sanction or a monetaryygenalble to
the court.This Memorandum Opinion and Ordsrallserveas apublic reprimand to Joseph G.

Piaand an Ordeto him tosubmit a$1,000 fine payable to the Clerk of this Court within 30 days

SIGNED this 26th day of December, 2018.

%SQMJL_

ROY S. PAYNE
UNITED STATES MAGISTRATE JUDGE
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