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and various industry associations, are opposing unreasonable levies and instead are advocating compensation 
to rights holders through digital rights management systems.  

  

On December 29, 2005, Zentralstelle Für private Überspielungrechte (“ZPÜ”), a joint association of various 
German collection societies, instituted arbitration proceedings against Dell’s German subsidiary before the 
Arbitration Body in Munich. ZPÜ claims a levy of €18.4 per PC that Dell sold in Germany from January 1, 
2002, through December 31, 2005. On July 31, 2007, the Arbitration Body recommended a levy of €15 on 
each PC sold during that period for audio and visual copying capabilities. Dell and ZPÜ rejected the 
recommendation, and on February 21, 2008, ZPÜ filed a lawsuit in the German Regional Court in Munich. 
Dell plans to continue to defend this claim and does not expect the outcome to have a material adverse effect 
on its financial position, results of operations, or cash flows.  

  

Other Litigation — The various legal proceedings in which Dell is involved include commercial litigation and 
a variety of patent suits. In some of these cases, Dell is the sole defendant but more often Dell is one of a 
number of defendants in the electronics and technology industries.  
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 —   Abstrax, Inc. v. Dell — On June 1, 2007, Abstrax, Inc. filed a lawsuit against Dell and Gateway, 
Inc. in the Eastern District of Texas, Marshall Division, alleging that Dell infringed claims under its 
U.S. Patent No. 6,240,328 entitled “Manufacturing Method for Assembling Products by Generating 
and Scheduling Dynamically Assembly Instructions.” Abstrax seeks monetary damages and 
injunctive relief. On July 2, 2007, Dell filed its defense and counterclaim, asserting 
noninfringement, invalidity, laches, intervening rights, inequitable conduct and patent expiration. 
Dell subsequently filed an amended answer and counterclaims on April 4, 2008. A jury trial was 
scheduled for October 19, 2009, in Marshall, Texas; however, the parties negotiated a confidential 
settlement prior to trial. The terms of the settlement, including the amount paid, did not have a 
material adverse effect on Dell’s financial position, results of operations, or cash flows. 

 

 —   Active Solutions, L.L.C. and Southern Electronics Supply, Inc. v. Dell Inc. et. al. — On April 20, 
2007, plaintiffs Active Solutions, L.L.C. and Southern Electronics Supply, Inc. filed a lawsuit in 
Orleans Parish, New Orleans, Louisiana. The defendants were Dell Inc., the City of New Orleans, 
Mayor Ray Nagin, the former Chief Technology Officer for New Orleans, and the former 
technology subcontractor for the City and related companies. At trial, the plaintiffs sought 
monetary damages for misappropriation of trade secrets, breach of the Louisiana Unfair Trade 
Practices Act, conspiracy to violate the Uniform Trade Secrets Act, breach of a non-disclosure 
agreement, and promissory estoppel/detrimental reliance. The jury returned a verdict on 
November 2, 2009, and declined to award any damages on the misappropriation of trade secrets and 
breach of the non-disclosure agreement claims. The jury found Dell 35% at fault for a $10 million 
award for breach of the Louisiana Unfair Trade Practices Act and the conspiracy claim. If the other 
liable parties do not pay their share of the $10 million award, Dell could be responsible for the 
entire amount. The jury also awarded approximately $3 million under the promissory 
estoppel/detrimental reliance claim. Resolution of this case before the trial court is subject to 
adjudication of certain post-trial motions, including a motion filed by Dell to set aside the jury’s 
verdict on the claims decided adversely to Dell. Although post-verdict and potential appellate 
alternatives are still available to both parties, Dell does not expect the ultimate resolution of this 
case to have a material adverse effect on Dell’s financial position, results of operations, or cash 
flows. 
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