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)

RAMBUS INC.’S MOTION TO STAY OR, IN THE ALTERNATIVE,
FOR AN EXTENSION OF TTME

Rainbus Inc., hereby mowves to stay all further proceedings in the above-captioned matter
pending a ﬂﬂcisiﬂn'hy the Federal Circuvit in Rambus Inc. v. Infineon Techrnologies AG, Case
MNos. 01-1449, 01-1583, 01-1604, 01-1641, 02-1174, 02-1192. 'The Federal Circnit’s decision,
expected in the next few wonths, wil?! address many of the most important issues that are raised
in this matter. As explained in detail in Rambus’s Memorandum in Support filed herewith, 4 stay
i% appropriate because it will strearling and focus the many novel and complex legal and facat
1ssues before the Comimission, ensure consistency botween (he Federal Circuit's decision and the
Commission’s decision, and avoid wasting sipmificant time and resources on discovery relating
to issucs that may be decided or rendered moot by the Federal Circuit’s decision.
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extension af ime within which to file its Answer. Complaint Counsel has authorized vs to state
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PUBLIC
UNITED STATES OF AMERICA
BEFORE THE FEDERAL TRADE COMMISSTON

)
I the Matter of }
: )] Docket No. 9302
RAMBIIS INC.,, } ' .
4 coTporation. )
)

MEMORANDUM IN SUI'T'ORT OIF RAMBUS INC.’5 MOTION TO STAY
OR. INTHE ALTERNATIVE, FOR AN EXTENSION OF TIME

On June 3, 2002, the Federal Circuit heard argument in Rambus fnc. v Inﬁnea_n
Techhc}!agies‘ AL, Case Nos. 01-1449, 01-1583, 01-1604, 01-1641, 02-1174, 02-1192
(“Infinecn’™). As detailed below, many of the factual and legal issues central to that appeal are
almost identical to those central to the Complaint here, including the proper interpretation of
JEDEC’s disclosure rules and whether Rambus’s alleged non-diselosure of its patent interasts
allowed it to gain and exercise market power. This overlap virtually ensures that the TFedaral
Circuit’s decision will shape, and perhaps resoive on grounds of precedent or cojlateral estoppel,
imany of Lhe issues in this case.

Thiz case is, therefore, a prime candidate for a bricf stay until the Federal Circuit’s
decision, which is expected in the next few months.! Granting a stay pending the Federal
Circuit’s decision will enable many of the novel and complex legal and factual issnes raised in
this case to be better focused, facilitate consiétenc v with the Federal Circuit's decision, and allow

the significant discovery necessary in this case 1o be conducted as efficiently and expeditiously

! The hriefing and argument were comducted om an expedited hasis, indicating that the
Federal Circuit is likely to issue ite opinion soom.



as passible, thereby conserving both the Commission’s and Respondent’s resources. Two
federal distict courts have already issued stays in actions that — like this one — will be ditectly
and materially aftected by the Federal Cirenit’s decision. This Court should follow their lead.

Alternatively, if the Motion to Stay is denied, the Court should grant Respondent a short
exiension of time within which to file its Answer, Complaint Counsel bave authorized us to state
that they consent to a 14-day sxtension of timne.

BACKGROUNI

The Complaint’s basic allezations can be summarized as follows: (1) from December
1991 through mid-1996, Rambus was a member of JEDEC (Compl. 44 21, 40), a voluntary
association of lechnology companies dedicaled (o setting industry standasds (i, §14-15); (2) in
1963, JEDEC established stgndards for cert:un asi:lects of dynamic random access memory, or
“DRAW,” memary chips (id. 4 27); (3).these sta.ndards inmrpnrafed technology that Rambns
cither had patented or patented at some poiat in the foiure {id. T 91, (4} according to the
Complaint, JEDEC's rules required its members to disclose their patents, patent spplications, and
even possible future p.atant applications, under certain citcumstances, including any time that
JEDEC was considering a standard that “might involve™ technology “related to™ a member’s
cxisting or future intellecmal preperty (id . 91 24. 79% (5) Rambus violated those mules by not
disclosing its patent applications and intention to obtain pa&mts that would relate to standards
that JEDEC was considering adopting (id. §f 2. 70, 80); {6) JEDEC might not have adopted
stunidards that related to Rambus’s incl;luatc intellectual property bat for Rambus’s non- .
disclosure (£, T 20-22, 71, 80}, {7) the iuporporation of Rambus’s later'-pal;ented intellectual
property into JEDEC's standards provided market power to Rambus (i, T 122); (8) by

caforcing or secking 1o caforee its later acquired patents, Rambus cxercised market power that it



had acquired wrongtulty through violation of JEDEC’s disclesure rules (i 9 2); and (2) DRAM
manufactorers ﬁecamr.: s0 “locked-in” to Rambus's technology that they were powerless to alter
ur work around JEDEC's standards {(id f 105-109).

The Commission is the fourth adjudicative body that is currently considering these
factually ermremeons and legally flawed allegations.

Rambus initiated the frfineon case in August 2000, alleging patent infringement.
Infineon asserted various affirmative defenses and counterclaims, including allegations that
Rambus®s non-disclosure of its intention to obtain patents ﬁ:latin ¢ to the JEDEC standards
vielated JEDEC's disclosure rules and constituted fraud. The court in that case construed
Ramhus’s patents extremely narrowly and erroneously held thal they were not infringed by
Infineon’s products. The jury returned a fraud verdict against Rambus.” Rambus appealed to the
Federal Cirewit on grounds including the irial Court’s erronecus interpretation of both the scope
of Rambus’s patents and JEDTC's disclosure rules. That appeal was argucd on Tune 3. In light
of the expedited brefing and argument set by the Federal Circeit, it is anticipated that a decision
will be handed down within the next few months.

Soon after Rambus initiated its svit against Infineon, Rambus was sued in two federal
district c:nuﬁs by other DRAM manofactorers. Mieron Technology, Inc. (“Micron™) sued
Rambus in federal district court in Delaware secking a declaratory judgment that its manufacturs
and sale of SDRAM products compliant with the JEDEC standards does not infringe Rambus’s
patents and accusing Rambus of menopolization, attempted moenepelization, fraud, and

inequitable conduct. Hynix Semiconductor, Inc, (“Hynix™) sued Rambus in federal district court

: The Iafineen court overtumed by JMOL impertant aspects of the jury’s verdict, including
the jury’s erroneous tindings of actual and constructive fraud on Infingen’s DDR SDEAM
counterelaim and constructive fravd on Infineon’s SDRAM counterclaim. Attachment A at 12,

20,



. in California, also sesking a declaratory judgment that its manufaciure and sale of SDRAM
products compliant with the JEDEC standards de not infringe Rambus’s patents and also
accusing Rambus of antitrast ¥iolations, unfair competition, and breach of contract.

Because of the similarity of issues in Micron and Hynix to those on appeal in Infineon,
the Mieron and Hynix courls each stayed at least part of those proceedings.” In its order
tentatively graniing Rambus’s motion ta stay the Hynix action, the Fynix Court stated that a stay
was appropriate in part because Hynix's antittnst, breach of contract, (rand and unfair
competition claims appeared to be “premised in large part on facts that have been, or are being
litigated it the eatlier Infineon and Micron actions.” Aftachment B at ?-Eﬁ. =imilarly, the
Micron court explained that its reason for postponing aon-discovery-relaled proceedings was
because “the subject of Rumbus®s disclosure duty to JEDEC™ was to be considered by the
Federal Cireuit in the Iafineon appeal. Attachment D at 21, The Hyrix and Micror Courts, in
Justifying their orders, reasoncd that delaying their proceedings would ensure consistency with
the Federal Circuit’s decision and conserve the courts” and parties’ resources by postponing
discovery and other activities that could prove irrelevant in light of the Federal Circuit’s
decizion. See Attachment B at 7-26; Attachment I} al 25,

On June 18, 2002, the Commizsion issned the Complaini in this marter. Just as the
DRAM manufacturers alleged in the Infineon, Micron, and Hynix cases, the Complaint alleges

that Rambus has wrongfully acquired market power by waiting for JEDEC to set certain

? The Hynix court stayad that matter completely; the Micron court did not “stay the matter
a5 & whole,” but postponad claim construction and trial until a decision was issted by the Federal
Circuit in the Infineon appeal. A copy of the coutl order in the Hynix “tentatively” granting the
mation for stay requested by Rambus in Synix is provided at Attachment B. A copy of the final -
crder granting stay in the action is provided at Attachment C. A copy of the order und
memorandum opinion in Mécron is provided at Attachinent D.



standards before disclosing that those standands related to one patent that Rambus had and others
that it fater obtained: (See Compl. 4 80, 122.) Just as t|'.l13 DRAM manofacturers alleged in the
Infineon, Micron, and Hynix cases, the Complaint alleges that, through its allegedly wronpful
non-disclosure of its then non-existent parcnts, Rambus allowed JEDEC to adopt standards that
incorporated its technology. Just as the DRAM manufacturers alleged in the Infincon, Micron,
and Hynix cases, the Complaint alleges that the incorporation of Rambng’s technology into
JEDECs slandards effectively locked manofacturers into using Rambus®s technology and
provided Rambus with market power that it otherwise would not have obtained. (See Compl. 1
80, 91, 122.) Likewise, the DRAM manufacturers and Staff all assert that, by enforcing its
patents, Rambas has wrongfully cxercised market power. {(/d. I 100, 103, 122). Al the hear of
all four matters are issues relating to the vulidity and scope of Rambus’s patents, the praper
interpretatton and application of JEDEC's disclosure rules, the reliance of DRAM manufacturers
on Rambus’s non-disclosure, and the exercise of the markel power that supposediy resulied from
Rambus’s allepedly wrongful conduct — all issues that are likely to be addressed by the Federal
Circut.

ARGUMENT

1. This Matter Should Be Staved 1ntil the Federal Circuit Rules in the Pending
Futingon Case

Stays arc regularly granted in circumstances where, as here, separate but related
proceedings may impact the conduct of the case before the conrt. See, e.g., .Amdur v. Lizars, 675
F.2d 133, 166-07, 104 {4th Cir. 1967) (affimrming stay of proceedings ““so long as a similar action
.. . Temains “outstanding and undecided'”); International Nicke! Co. v. Martin J. Barry, inc., 24
F.2d 383, 384-86 (4th Cir. 1953) (affirming stay pending the outﬂuﬁle of @ simitar suilnlhat had

been filed earlier in ancther federal court); Stern v. Undted States, 563 F. Supp 484, 430 (D. Nev.



1983) (staying action pending resofuotion of a separate, parallel action on appeal to the Ninth
Ciriuit when “[1lhe outcome of the appeal could have 2 pn'}l"uund effect on the within
litigation.™); see also Ontario, Inc. v. World Impores UL.5.A., Inc., 145 F. Supp, 2d 288, 291
(W.DLN.Y. 2001) (holding that parties and issues need not be identical to warrant a stay, so long
as a stay “will more than likely narrow the issues before this Court and ultimately save the
parties and this Court from a needless or duplicative expenditure of resources™).

In light of the actions of the Micror and Hymix courts, principles of comity also weigh in
favor of a slay. See A Stone & Co. v. Korak Corp., 76 Civ. 5280-C5H, 1997 1.5, Dist. LEXIS
125397 at*Q (5. D.N.Y. Feb. 21, 1979) (finding comity te be a principal consideration in deciding
a motion to stay),

In fact, at least iwo federal Circuit Courts of Appeal have suggested that it may be error
nod 10 15502 a stay in such circumstances. See Bailey v. Ness, 733 F.2d 279, 285 (3d Cir. 1984)
(hoiding that district court should have stayed action until state court appeals had run their course
or time for bringing appcal had lapsedy. Seltzer v. Asheraft, 675 F.2d 184, 185 (Bth Cir. 1982)
{(stating thaf the “proper course™ is to stay the second action in which collateral cstoppel is sought
pending exhaustion of appellate procedures in the first action}.

The FT’s mules expressly recognize the propriety of a stay in precisely this situation:
FTC RBule 3.514{a) provides that an ALJ “may stay the adminisirative procesding until resolution
of a collateral f&dﬂl’ﬂi court proceeding.” 16 C.F.R.. ) 3.51{::1];. Maoreover, in order 1o
accommodate the issuance of any such stay, Rule 3.51{a} tolls the “one year mIc;’ during the

“pendency of any collateral federal court proceeding that relates to the administrative

adjudication.” I



There can be no guestion that the Infineon matter is “collateral™ to the case at bar and that
the decision in the Infireon appeal will squarely affect these proceedings. "The similarity of the
core issues 0 both cases Iy revealed by a companison of the Complaint with the iranscripl of the
Infineon oral argnment.’ For example, the antitrust vielations alleged in the Complaint rest on
the assertion that R.amhus violated JEDEC’s disclosure obligations. {Compl. T 2, 70-78, Eﬁ_];
The Complaint alieges that JEDEC s riles imposed a very broad duty to “disclose the -.:x.ismﬂcﬂ
of any patents or pending patent applications that it [Rambus] knew or believed "might be
involved in” the standard-selting work that JEDEC was undertakin o and 10 idc.mii" ¥ the aspect of
JEDEC’s work to which they related.” (Compl. ¥ 70, 79 (citing 4 21, 24}.) This allegation
tracks issues front-and-center in the infineon appeal, including: (1) whether IEDEC rmles
required disclosure of patent applications or only issued patents (Tr. at 10-14, 38-39); (2)
whether JEDELC rules required disclosure of an intent to file “related™ applications in the fature
(Tr. at 9-10); and () whether JEDEC mles required disclosure of intellectual property that in
sorme broad sense “refafed (o™ a JEDEC standard. (Tr. at 6-10, 18-24, 34-36, 39.)

The Complaint 4150 alleges thar part of Rambuss “anticompetitive scheme™ was its effort
to “perfect” its patents rights over technologies that it believed might relate to technolegies
involved in the proposed and uliimately adopted JEDEC standards. {Compl. 1 2.) Essentially
the identical issne was raised before the Federal Circuit, which extensively questioned the parties
at the oral arpument regarding the propriety of Rambus’s filing patent applications in order to

cover Lthe standards as they developed at JEDEC. (Tr. at 20-21, 23-29, 36.)

1 A copy of a certified but unofficial transcript of the oral argument (“Transcript™} is
provided al Artachment E.



Also central to both the Complaint and the Infineon appeal 13 the issoe of causation:
whether JEDEC would have adopted a different standard had Rambus disclosed 1ts patents,
patent applications, and plans for [ulure palcnts; and whether incorporation of Rambus’s
technulogy into the JEDEC standard had any actual effect on the DRAM manufacturess.

{Compl. T 3, 119; Tr. at 26.)

Other issues that are likely to be addressed in the fizfineon decizion and bear on this case
mclude whether Rambus had any patent applications pending while it was a JEDEC member that
_wcruld be infriﬁged by products buill w a JEDEC standard {Tr. at 3-6, 23, 33); whether Rambus
obtained any material information by being a JEDEC member that was not public and that it thus
conld not have leamed had it not joined JEDEC (Tr. at 21-22, 36-38); and whether, even if
Rambus failed to comply with s obligations with respect te SDRAM, it did anything wrong
wilh respect te DINR SDRAM. (Tr. at 14-13, 24-26.)

As the foregoing analysis indicates, any decision by the T'ederal Circuit is likely to
resolve, or at leasl impact substantially, several of the central issues raised n the Complaint. The
interests of the Commission and the parties therefore are served by suspending aclivily now,
before significant time and resources are wasted pursning issves and theories that may change or
become irrelevant. Ultimately a stay will benefit everyone involved by focusing the issues and
ensuring that both discovery and trial will be as productive, efficient, and expeditious as
possible.

2. In the alternative, Respondent’s time to Answer the Compluaint should be
Enlarged

This case is ext remedy complex. The Staff has spent months drafting a detailed, 35-page
124-paragraph Complaint that raises hundreds of factual issues, including a numnber of highly

technical issues about Rambus’s technology. See, e.g., {59-69. In order to admit, deny, or



explain each Tact alleged in the Complaint, see 16 C.F.R. §3.12(b)(ii((2), so as to frame and
Narrow .the: issues in dispote instsad of simply stating that respondent dees not have sufficient
knowledge to admit or deny, respondent requires more time than the 20 days allowed under the
Rules. Accordingly, if the requested Stay is not .gmnted, respondent respectfully requests an
additional 14 days in which fo file its Answer, that is, uniil July 29, 2002,

An extension of time is also warranted here becavse respondent has not vet selected its
lead rrial counsel for this marter. Respondent’s market capitalization fell by nearly 50 percent
Tollowing the Cemmission’s announcement of its decision to file 2 complaint. Understandably,
Eespondent has bean preoccupied_with dealing with the press aru_:l communicating with its
shareholders, business parmers, and the 120 highly trained, mobile engineers it canploys.
Morzover, the sclection of lead trial counsel is complicaled by the pendency of th_c private cases
described above and the need to litigate all of the pending cases in the most efficient manner,
Respondeni expects to choose its lead counsel within the next week or so. Whoever is chosen
will need time to tinalize the Answer. Under these circumstances, a 14-day extension of time is
both reasonable and fair,

Complaint Counsel has anthorized us to represent that it consents to the grant of the

Molion lor Exlension of Time.

CONCLUSION

For the foregring reasons, Rambus’s Motion for Stay pending the deeision by the Federal
Circuit in Rambus Inc. v. Infincon Techrologies AG should be granted. If it is deniad, the Court

should grani Rambus’s Motion for Extengion of Time.



July 5, 2002 Respectfully submitted,

CA Douglas Melamed
Robert B. Bell
Wilmer, Cutler & Pickering
2445 M Strect N.W.
Washington, DC 20037-1402
202 663-6000

Johu D. Danforth, Esg.
Bob Kramer, Fsq.
Rambus Inc.

4400 Bl Camino Real
Los Alwos, TA 94022
650 947-5000

Counsel for Respondent Rambus Ing.
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UNITED STATES OF AMERICA
BEFORE THE FEDERAL TRADE COMMISSION

)

In the Matter of ).
3 Docket No. 9302

RAMBUS INC,, )

a corporation, )

)

ORDER STAYING PROCEEDINGS
This matter arose on the motion by Rambus Inc. to stay these proceedings. Having
considered the briefs of all partics, IT IS HEREBY ORDERED that the above captioned matter
15 STAYED until fourteen days after the Federal Circnit issum; it decizion in Rambus Inc. v.
infineon Technologies AG, Case Nos, 01-1449, 01-1583, 01-1604, 01-1641, 02-1174, 02-1192

(Fed. Cir. 2002).

50 ORDERED this day of . 2002,

James P. Timony
Administrative Law Judge



UNITED STATES OF AMERICA
BEFORE THE FEDERAL TRADE COMMISSION

In the Maticr of
Dockel No. 8302

EAMBLS INC.,
a corporation,

R ", WL

ORDER EXTENDING TIME WITHIN WHICH TO ANSWER

This matter arose on a motion by Rambas Inc. for an extension of time within which to
hle an answer. Complaint Counscl consents w0 the Motion. Accordingly, TE IS HEREBY

QORDERED that Rambus Ine. shali file its Answer on or before Juky 29, 2002, -

day of Tuly, 2002

SO ORDERED this

James P, Timony
Administrative Law Tudge



FUBLIC

UNITED STATES OF AMERICA

BEFORE THE FEDERAL TRADE COMMISSION

)
in the Matter of ) _
H Docket No. 9302
RAMBUS INC., )
a corporafion, )
)

MOTION FOR A MORE DEFINITE STATEMENT
OR, IN THE ALTERNATIVE, FOR AN ORDER REQUIRING
CLARIFICATION-OF CERTAIN CONTENTIONS IN THE COMPLAINT

Respondent Rambus Inc., (“Rambus™} {iles this Moton lor a More Definite Statement or,
in the Alternative, for an Order Requiring Clarification of Certain Contentions in the Complaint
pursuant to 16 C.F.R. §§ 3.11{c) and 3.22. Section 3.11(c) provides, in pertinent part, that
*|w]here the respondent makes a reasonable showintg that it cannot frame a responsive answer
hased on the allegations contained in the complaint, such respondeat may move for a more
deliniie stalement of the charpes against it before filing an answer.” Section 3.22 applies to all
other motions, Grant of this Motion is necessary in order for Rambus completely and effectively

to answer the Complaint and to plan for discovery in this case.!

! Rambus iz also filing a separate Motion for Stay or, in the Alternative, for an Extension
of Time Within Which to Answer the Complaint.



ARGUMENT

The theory underlying the Cornplaint in this case iz both novel and expansive. The
Complaint alleges thar Rarnbus vielated the antitrust laws becanse it did not dizelose to an
industry standard-setting organization, JEDEC, that it believed that some of its pending or future
patents might involve JEDECs standard-setting work. 'While the Complaint is long and
detailed and in general facilitates joining and focusing on the issues in dispote, on this central
premize of the case — the allegation that Rambus violated JEDEC's operating tules and
procedures governing disclosures of intellectnal property by JEﬁEC members (§2) -- the
Complaint is almost entircly conclusory. The allegations oa that issue repeatedly rest on
subjective notions, such ;m whal Rambns “believed” (e.g., §47), whether a patent “tnight be
involved in” JEDEC s work (21, and whether a patent “arguably™ covers cortain technologies
{c.g., T45).

The Complaint’s description of the pertinent JEDEC tules andd procedures and Rambus’s
obligations thereunder is so ambiguous anﬂ imprecise in critical respects that a more definite
statement is required in order to enable Ral_nhus to file a meaningful Answer and to prepare its

discovery. The ambiguitics involve the following issues.

1. What Must Be Discloged

Evidenily recognizing uncertainty and ambiguity in JEDEC’s tules, the Complaint
alleges that, “[f]airly interpreted,” JEDEC's policies required JEDEC members to disclose the
cxistence of patents or patent applications that they “knew or believed ... might involve ...
[JEDEC’s] standard-setting work.” f[24a. The Complaint repeatedly alleges that Rarabus did not

comply with this requircruent.



In order to provide a meaningful answer fo the Complaint and to plan iis discovery,

Rambus needs to knew, but cannot determine from the Complaint, the following:

What does “rmight involve” mean? Does it refer to patents that would be infringed by
proposed JEDEC standards? Or does it refer to some more vague notion, such as patents
that deal generally with similar techaical issues? Clarification of this allegation is
necessary in order to facilitam meaningful answers o 20, 21, 24, 54, 79, 80, 84, and

83b of the Complaint.

What does JEDEC's “standard sefting work™ mean? Does it mean only specific,
proposed standards? Or does it refer more generally to the whole field in which JEDEC

is engaged? Clarification of this allegation is necessary in order to fucilitate meaningful

answers (0 T20, 21, 24, 54, 79, 80, 84 and 85b of the Complaint.

What does it mean to s:,.t},r that -a corporation tili’;lt is & JEDEC member “believed”
something? Ts the corporation required to disclose beliefs that are erroneous? or
optimistic or pessimistic? Does the corporation’s belief include all the beliefs of
individual officers or employees, or just those that are officially adopted and acted upﬂﬁ
hy the corporation? Must the beliels be carelully considered and examined, or are
tentative or even casual beliefs enough? Must the beliefs be communicated to others?
Must they be enduring, and if so for how long, or are transitory beliefs enongh?
Clarification of this allegation is necessary in order te facilitate meaningful answers to

124, 47, A8, 54, 55, 61, 70, 76-80, and 36 of the Complaint,



2. When Musl Disclosure Be Made

The Complaint is silent about the key question of when a member is required to make
disclosures. Are members expected to disclose (heir patents only when a specific standard iy
placed on a ballot for decision at JEDEC, or are membcers cxpcétcd to disclose their patenis
before then? K the latter, when must members make such disclosure? Arc they required to
diselose patent applications unl.y after the Patent Office takes certain actions giving rise to an
inference that the application might be granted, or must they be disclosed as soon as they are
fited or cven before they are filed? Clarification of this allegation is necessary to facilitate

meaningful answers o 1420, 21, 24, 54, 79, and 80 of the Complaint.

3. What is the Source of JEDEC's Disclosure Obligation?

What is the source of the disclosure obligations? I8 it the written materiais shown to
JEDEC mentbers at every meeting and described on the JEDEC ballots, which refer only to
patents, not patent applicaticns, and state only that disclosure is required when a proposed
JEDEC standard “calls for the use of 1 patented itemn or process™? Or docs the Complaint allege
that the disclosure duty somehow arose from the JEDEC Chairman’s Manual {called simply the
“TEDEC Mannal” in 21 of the Complaint), which was not distri.hutc:d or even shown to JEDEC
members like Rambuas? Or is the g]lr:gr:d duty based on EIA policies {see [IB)? Clarification of

this allegation is necessary to facilitate meaningful answers to TI20 and 24 of the Complaint.
CONCLUSION

Although the Complaint is long and generally very detailed, with respect to the key
question of what the JEDEC disclosura rles required, it does not state with sufficient

definiteness “the type of acts or practices alleged to be in violation of the law.” 16 CE.R.



$3.1(bN(2}). Complaint Counsel should therefore be required to make 2 more definite statemnent
of those allegations in the Complaint or, in the alternative, (o clanfy the allegalions by providing
responses in the natre of interrogatory answers in order to eliminite the ambiguities described

above,

July 3, 2002 Respectfully submitted,

. "

{ A Doiglas Melamed
Robert B, Bell
Wilmer, Cutler & Pickering
2445 M Strcet NJW.
Washington, DC 20037-1402
202 663-6000

John D, Danforth, Esq.
Bob Kramer, Esq.
Rambus Ine.

A4 El Camnino Real
Loz Altos, CA (22
650 04 7-5000

Counsgel for Respondent Rambus Ine.



UNITED STATES OF AMERICA
BEFQORE THE FEDERAL TRADE COMMISSION

In the Matter of
Docket No, 9302

RAMBUS INC.,
A COTporation,

R

ORDER
This malter arose on Rambus Inc.”s Motion fur 2 More Definite Slatement or, In the
Alternative, For An Order Requiring Clarification of Certain Contentions in the Complaint
Having considered the briefs of ail parties, [T I3 HEREBY ORDERET)} that Complaint Counsel
file an amended complaint or an addendum to the Complaint that clarifies each of the issues

raized in the abhove-referenced Motion.

S0 ORDERED this day of Tuly, 2002.

James P. Timony
Administrative Law Judge



UNITED STATES OF AMERICA
BEFORE THE FEDERAL TRADE COMMISSION

)
In the Matter of }
) Docket No. 9302
RAMBUS INC,, )
a corporation, )
)
CERTIFICATE OF SERYICE

I, Kyle DeYoung, hereby certify that on July 5, 2002, I caused a true and correct copy of
Rambus Inc.’s Motion to Stay, or in the Alternative, for an Exrension of Time and Memorandim
in Support, and Rambus Inc’s Motian for a More Definite Statement, or in the Alternative, for an
Chrder Requeiring Clarification of Certaint Contentions in the Complaint 10 be served op the

following persons by hand delivery;

Hon. James P. Timony
Administrative Law Judge
Federal Trade Commission
Room H-112

6 Pennsylvania Ave., NNW.
Washington, D.C. 20580

Donald 8. Clatk, Secretary
Federal Trade Commission
Room H-159

600 Pennsylvania Ave., N.W.
Washington, D.C. 20580 .

Joseph I. Simons

Director, Burgau of Competition
Federal Trade Cormmission
Room H-372

600 Pennsylvania Ave.,, NJW.
Washington, D.C. 20580

M. Sean Royall
Deputy Divector, Burean of Competition
Federal Trade Cormmission

- Room H-378

600 Pennsylvania Ave,, NW,
Washington, D.C, 20580

Richard B. Dagen

Assistant Director

Bureau of Competition
Federal Trade Commission
a(H) Pennsylvania Ave., N.W.
Washingten, D.C. 20580

Geoffrey 1. Oliver

Deputy Assistant Director
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IN THE UNITED STATES DISTRICT &OURT |

FOR THE EASTERN DISTRICT OF VIRGINTA = i
Richmond Divisien [ i . '
: 'H'METT_
RAMBUS, (NC., | S

PFlaintiff,

V. Civil Action HNo. 3:00cv524

INFPINECN TECENOLOGIES AG,
INFINEON TECHNOLOGIES
NOQRTH AMERICA CORP.,

and INFINEOW TECHNOLOGIES

HOLDLIHG NHORTH AMERICA, INC.,
Defendants.

MEMORANDUM CPINIONW

A jury found the Plaintiff and Counterclaim Defendant Rambus,

Inc,, (*Rambus~), liable on Counk 10 [actual frand] angd Count 11

{constyuctive fraud} of the coounterclaims asserted by tha
Defendents and Counterclaim Plaintiffs Infireon Technologies AG,
Infineon Technologies North America Corp. and Infineon Technologies
Holding North America, Ine., (oollsctively “Infineon” hereinafrer).

The jury awarded nominal and punitive damages on the actual
fraud claim and nominal damages orn the constructive fraud claim.
Having preserved its options during the trial, Hamﬁus now has moved
for judgmenrt as a matter of law {"IMOL") under Fed, K. Civ. P. 50,
oy, alternatively, for a new trial, undey Fed. F. Civ, P. E9.
Rambhuis contends that JMOL must be granted in its favor because: (1)
Infineon failed Lo prove by <¢lear and comvincing evidence the
elemeénts of fraud under Virginia law: [(3) nﬁminai damaggss ATe not

available in frauvd actions under virginia law, therefore Che



punicive damag&s awarded on the basis of the nominal daﬁage'award
must be set aside; {3) the preponderance of the evidencs
demonstrates that Infineon's fraud claime are barred by Lhe Lwe
yvear statule of limitaticons, see Va. Code § 8.01-243 and 249({1):
and {4} the Court erred in refusing to give Rambus’ proffered jury

instruction pursuant to adown Mudica. sylianta, Ltd. .

ollis Ipe., B63l F.2d Be7 (Fed. Cir. 1988). In its motion for
a new trial, Rambus again alleges that: (1) Inltineon did not
establish the requisite elements of frauwd; (2) the prepeonderance ¢f
the evidence shows that the freud claims are barr¢d by cthe statuls

of limitatien=; and (3} the Court erred in refusing Lo give Rambug!

proffered instruction pursuant to Kingsdown Medical.

1. STATEMENT OF PROCEDURAL AND FACTUAL BACEARCUND

A..Prncadural Backgzround

Rambus filed a complaint on August &, 2000, alleging that
Infineon had infringed two of its patents. On Gcoctober 20, 2000,
Rambus filed a First amended Complaint which added charges of
infringement of two additional patents. On January 10, 2001,
Infinecon filed counterclaims alleging thar: {1} it was entitled Lo
a declaratory judgment chat the four pabents-in-suit were nor
infringed, were invalid and were unenforceable (Counts 1-4); (2}

Rambug breached its contyact with JEDED.? a technelogy standards-

_ ! »JEDEC" is the acronym for the Joint Electrenics Devices
Engineering Counsel. Tts perent organizaticn is the FBlectronic
Industry Azssoclation.
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sercting hody (Count B}; (3) Infinean was entitled to damages as gz
thizxd-party beneficiary of that breached contracr {(Count 5); (4}
Rambus committed actual fraud while & member of JEDES {(Count 10);
{57 Rambus comuitted constructive fraud while a member of JEDEC
{Count 11); (§) Rambuz obtained monopely power in the relevant
technology market in vielation of the Sherman Act, 15 U.8.C. § 2
(Count 1iZ): (7)) Rambus had attempted to obtain a monopeoly in the
relevant technology maxrket in violation of the Shermsn Act, 15
U.S.C. § 2 {Count 12}; and (B) Rambua wiolabted the Racksteer
Influenced and Corrupt Organizagyions Act ("RICO*), 1B U.5.C. § 1361
et seg. through itg fraudulent conduct at JEDEC (Count 14}.

Ari opinicon was issusd pursuant to Mapkman v, Wastview Instys.
Inc., 52 F.3d 987 (Fed. Cir. 1955}, atf'd 517 VU.8. 370 {1996} to
construe the disputed claim cerms of the patents. thereafter,
Rambus abandoned, befere crial, the charge of infringement as to
one of the patents-in-suit, U.E. Patent No. 5,954,804. After the
presentation of Rambus’ infringement case, the Court granted JMOL
in Infineon‘'s favor on the remaining three patents-in-suit, U.S.
Patent Hos., %,953,262; 6,032,21d; and K,034,918. I1pfineot then
agreed that its request for a declaratory judgment on the wvalidity
and enfurceabi;ity ef the patents-in-szuit and its elaim for
monopolization were mooted by the infringement ruling [Counts 1-4
ant 12, At the close of Infineun's cese-in-chief on its

counterclsims, the Court granted JMOL in favor of Rambus on the
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breach of contract claims ({(Counts & and 9} and tne atilempied
monepelization ¢laim (Counc 13) .
At the concluslon of the twe z2nd one-half weak Lrial, in a
special verdict form, the jury found Rambus liable for committing
. acrtual and constructive fraud (Counte 10 and 11) in its comduct at
JEDEC respecting both the $ynchrenous Uynamic Random Access Mamory
{"SDRAM") and the Double Data Rate SDRAM {“DDR SDRAM”) slandards
adopted by JEDREC. The jury awarded nomingl damages in the amount
of $1.00 on each of the fraud claims and punitive damages in the
amount of £3,500,000.00 sn the actual froud vlaim. Pursuant to Va.
Code § 8.01-38.1, the Court reduced the amount of punitive damages

to $350,000.00. The jury found in favor of Rambus on the RICG

claim (Count 141},

B, Factual Background

Rambus ig a technology company that designg and Llicanses
COmMPULEer memory SYSLems, Rambus doos nat manufacture meamory
devicez, pbut inetead licenses itg technodleugies to semiconductor
manufacturers, The exjstence and the profitability of Rambus
depends entirely on s=ecuring patents and licensimg chem to
manufacturers.

In April 1980, Rambus filed a patent application covering a
new design Ior computer memory systemﬁl The United States Patent
and Trademark 0ffice ("PTO") Qetermined that this applicaticn, U.S.

Patent App. No. 067/510,8%98 (“the B9%8 application*i, contained 11

91
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independent and distinct inventiens. The PTO, thérefore; regiired
Rambus to select only one of those inventions to pursue in the “BY98
application and &llowed it to file divisional applications on the
remaining inventions., Rambus did precisely that.

Az of the date of trial, Rambus had been granted 31 palernls
based on the 1990 ‘898 application and numerous applications are
currently pending. Many of these early patents are direckted to
"Rambus DRAM=z" or "RDRAMs," which is a predecessor to the S5DRAM
tachnology. Rambus has 1igensed aeyveral semiconductor
manufacturers, ineluding Infineon, for the RDRAM Lechnology.

The four patents-in-suit, howsver, are addressed Lo SDRAMa and
DDR SDREMs. 1in a SDRAM, the central processing unikt, or CFU, sends
and receives information from the memory device according to the
“tick® owf a “clock" contained within the memory system. In DOR
SDRAMs, the rate of the transfer of information is doubled becauss
information iz g2ent on Bath the *tick” and the “"tock* of the clock.

Infinacon makes and zealls & variety of semiconductor devices to
be used in computers, including SDRAMs and LDR SDRAM=. Infineon’s
fravd claim Eocused on Rambus’® condust while Rambus and Infineon
ware members of JEDEC, an association of semiconductor
manufacturers and designers who collaborate tao develap industry-
wide technical astandards for aemiconductor products in order to
ensure that Dynamie Random Access Memory {"DRAMY) products, made by

different manufacturers, are compatible with one another. As part’



of its standardizaticn process, JEDEC sought to avoeid incorpeorating
patented technalogy inte ite standard=s. To that end, JEDEC policy
requited members to disclose pakents and patenﬁ applications that
related te JEDEC's standard-setting work. If JEDEC decided to
include 2 patented technoloegy in a standard, its members who.held
patents ¢n that technology were required (by agreement] to license
that technelogy "under reasonable [exms and conditions that are
demcnatrably free of any unfair discrimination.”

A central iszsue in dispute at trial was whether, before 1553,
JEDEC members had a duty to disclose pending patent applications
{angd not Jjust patents that had been issued). In 1993, JEDEC Manual
of Organization and Procedure JEP 21-1 was amended to stake:

The Chairpergon of any JEDEC conmittee,
subcommittee, or working group must call to
the attention of all thosc present the
reguirements contalned in EIA Legal Guides,

and call attention tc the obligation of all
particgipants to infarm the meeting of any

knowledge thay may have of any patents, or

pending patences, that might ke involved in the

work they are undertaking.
(emphasis added). See also id. (*Standards that call for use of &
patented item or process may not be copsidered by a JEDEC committee
unless all of the relavant technical information covered by the
patent or pending patenc ie known to the committee . . 7).
Notwithstanding that the JEDEC manual did net explicitly provide,

until 1993, that pending patents were to be disclosed, Infineon

presented clear and convineing evidence a4t trial, through JEDEC
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membars and representatiwves, that, ar all times at issue belore
1932, the duty to dizclose applied co pendiny applicat:ona.

JEDEC standard-setting activity was accomplished largely by
gommittees and JEDEC Committoe JC-42.3 was in charge ¢f developing
a standard for the SDRAM technoleogy. Consideraticon of the SDRAM
standard began in 1921 amd a standard was eventually adopted in
1993, Various modifications were made ta that standard from 1983
until 19%5 and beyond. DDR SDRAM is the successor technelegy to
the SDRAM technology. Committee JC-42.3 began work on the DDR
SDRAM standard afficially in 1996, although Infineon presented
evidenrse showing that various technological concepts, which
ultimately were included in the DDR SDRAM JEDEC standard, were
discussed at Committes JC-42.3 meetings as early as 12%2 and
continuing thereaftef Lhroughout the Lime thart Rambus was a member
of JEDEC. Tha DDR SDRAM standard was published in 2000

Rambus attendeg ite first JEDEC me=sting in December 19%1 and
joined the organization a few days later. Rambus represcentatives
Richard Crisp and Billy Garrett regqularly attended Committes JC-
42.3 meetings until Pecember 1956, By letter dated June 17, 1596,
Ramhug formally withdrew from JEDEC. In the Lime that Rambus was
a mamber of JEDEC, it neveyr disclosed any patent applications. It
did, however, disclese its first patent to be issued, U.S. Patent
No. 5,243,703 {(“the 703 patent”). which issued on Saptember 7,

1993. When Rambus withdrew from JEDEC, one 2tated reaszon was that
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its licensing business plan may not be consisten! with the patent
pelicies of standards-setting bodies like JEDEC.

The applicaticons for the four patent-in-suit were submicted
betwean 1997 and 15999 and issued in 19%92 and 2900. However, CThe
evidence showed that the four patents-in-suit are divisional or
continuation applications of other Rambus patents which were
pending during the time that Rambus was a member of JEDEC and av a
Cime when Rambus had a duty ta discleose its pending patents,
Infipeon offiered extensive evidence which convineed the jury that
Rambus committed fraud by: attending JEDEC meetings, listening Lo
the proposed technology to be included in the JEQDEC standard,
remaining silent {in the face of a duty teo disclose) about its
pending patent applications during those meetings, and, with the
assistance of its patent lawyers, cbtaining addifional patents to
cover the festures of the JEDEC SDRAM standard, even as thoge
features were being considered at Committee JC-42.3 meetings.

The foregoing recitation of the procf at trial provides a
foundation for assessment of Rambus’ post-trial motions, although
additional evidence relevant te the digposition of the motions will
be discussed in greater detail as it relates to each particular

bazis for kthe challenges made by Rambus to the jury's verdict.



II. DISCUSEION: JUDDMENT AS A MATTER OF LAW

AL Applicabhle Standard: Moticon for Judgment as a Matter of
Law

Undexr Rule 50(b} of the Federal Rules of Civil Procedure, if
a party has requested and besn denied .JMOL during tria=l, *(t)he
movant may renew iLs request for judgment as a maccery of law by
filing a motion no later than 10 days after entry of judgment - and
may alternatively regquest a new trial or join a motion for a new
trial under Rule 5%.* A districL court may grant a motion under
Rule 50(b) if it determines, "without weighing Lhe =vidence or
considering the credibility of the witnesses, that substantial
evidence deoes net support the jury's findings.” XKopkel v. Bob
Bvans Parm, Ine , 165 F.3d 275, 279 {(4th Cir. 1999}, cert. denied

528 U.3S. B77 (19599 . §eer alsg Wilhelm v. Biue Bell, Inc_ . 773 F.z2d

142?, 1433 f{4th Cir. 1%8S}) ("Tha test for determining whether
[TM4OL] should be entered is whether, viewing the evidence in the
light moszgt faveorable to the appellee-plaintift, rthere is
substantial evidence in the record  to support the jury’'s
findings.~}, cerc. gdenisd 475 U.8. 1018 ({(198&). Furthexmore,
“ltlhe movant is entitled to judgment as a matter of law if the
nonmoving party failed to make a2 showing on an essential element af
his case wikh reupeet to which he had the burden of procf " Singer
Ve Dungan, 45 F.3d 823, 827 (4th Cir. 1995) (internal citations

omitted) .
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“Judament as a wmatter of law is proper only when, without
weighing the credibility of the evidence, thers can be but one

reasonable concluaionn as te the proper judgment.” Scheduled

. 180 F.3d 583,

588 (4th Cir. 19%%) . The evidence must be viewed in the light most
favorable to the non-moving party and every legitimate inferencc

must be drawn in that party’s favor. See Tools USA and Bauip. Co.

¥. Champ krame Styvaightening Eguip, Ilnc., 87 F.3d 654, 657 (4Acth
Cir. 1998). "he diskrict court also ‘st view the svidenne

presented through the prism of the szubgtantive evidentiary
burden, ' Byelick v. Vivadelli, 7% F. Supp.2d €10, 61 (E.D. Va.
1299) (citing Apderson v, DLiberty Lobby, Inc., 477 U.8. 242, 250-52

{128¢}} (in the context of motion for summary judgment) .

B. The Constructive Fraud Verdict
Infineon argued, and the jury found, that Rambus committed
constructive fraud while it was a member of JEDREC by £ailing ko
disclose its patents and pending patent spplications which related
Lo the standard-setting work underway at JEDEC, in spite of a duty
to disclese those patents and patent applicaticna, To prevail on
a claim of constructive fraud, a plaintiff must prove:
that a false representation of material fact
wag made, innoesntly or negligently, and that
the injured party suffcred damagc as a resulr
¢l his reliance on the misrepresentalion. In
additian, the svidencs mast show that cha
falge representaticon was made 20 as to induce

a reagonable person Lo believe 1L, with the

10



intent that a person would act cn chis
represenlation.

Henderson v, Henderason, 4% 5.R.24 404, 499 (Va. 1958} (citations
omilketed) . Rambuz has challenqged the finding of constructive fraud
on namercus evidenclary grounds and requesks & grant of JMOL in its

favor. Although the finding eof 1liability on the censtructive fraud

claim mugt be wset aside, Lhal conclusion is reached purely as =
matter cf.Virginia law, neot on an asserted failure of the evidence.
Earlier in these proceedings, when considering Rambus® motion
Ley ddlismisz Infineon’'s ceanterciaims, the Court raiged, =mua sponte,
the gquestion whether Infineon gould proberly assert a conghbructive
Eraud claim based an a negligent omission. However, at that time,
the motion to dizmiss was denied and infineon was allowed co
proceed on the laim faf construcrhive fraud =o that, 1if rhe
evidance established such 2 elaim; 1L would be redressable.
Notwithstanding that Rambus, in pressing its moticon to
dismiss, failed to initially raise the argument that Virginia law
did not permit a claim for negligent pmissicn, nor did it assert
that argument asz grounds for JMOL at trial or in the current
motion, further indepsndent consideration of the matter reveals
that Count 11 sheuld not have keen submitied to the jury becauss
conatructive freud cannct, as a matcer of Virginia law, be premiacsd
on an fraudulent omission or concealmen, ol a material fact.

Instead, "a claim for fraud by omission requires delibersie non-

disclosure” Bank of Mogbresal v, Signet Bapk, 193 F.2d &1, B33 {(4th

11
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Cir. 19%97) (emphasis added! {citing Hitachi Credic Americe Corp. v

Signet Bank, 166 F.3d 614, 628 (dth Cir. 15990}, which, of course,

precludes a claim for constructive fraud. The Fourth Cirecuit

further explained that:

[£)his cbservation is confirmed by the Supreme
Court of Virginia, which reguires "either an
allegation or evidence o©f & knpowing and a
1l deliberate decision not to disclose a makerial

"« fagctt in a2 concealmwent ¢laim.

g, (citing Noxris v. Mitchell, 495 S5.E.2d 809, 812 (va. 1598)).

The constructive fraud claim, as pleaded and proved., should nof
have been presgenced o the jury; Ltherefore, - TMMF, i= mranted in
Favor of Rambusz on Count 11 end the jury verdict finding liahility

on that count ig s=L aside.

C. The Actual Fraud YVerdict Ra To Rambus’ Condunt Respecting
The JEPEC SDRAM 3tandard-Setting Process

To support & claim of actuwal fraud, the plaintiff must prove;
{1} a false representation or an omission (when there iz a2 duty to
disclogel; (2) of & material fact;: (2) made intentionaliy and
knowingly; (4} with the intent te mislead; (5) reascnable reliance

by the party mislead; and (6} resulting damsge te the party misled,

See 1T Hariford Greup, Inc. v. Virgipia Figan. Assoc.. Ine., 526
S.E.2d 355, 361 (Va. 1399); McDaniel v. Haodgas, 11 S.E.2d 823, €25
(Va. 1%41). See glso Bank of Montreal v. Sianegt Bapk. 1%3 F.3d

B1§, B25 (4th Cir. 1993) [a duty Lo disclose may arise if (1} &

fact is materiyl and the one concealing it has superior knowledge



and knows that the other ix acting uponm the assumption that tﬂc
fact doss rot exist ocr (2) if ene party diverts the other from
making prudent investigations); Allen Realy Copp. v. Holbert, 318
$.E.2d 592, 597 {Va. 1984) (“Concealment of a material fact by one
who knows that the other party is acting upon the assumpiion that
the fact does not exist constitutes actionable fraud.®}.
4

RamBus contends that it is entitled toe JMOL on the actual
cfraud claim becpuse Infineonm failed to prowe that: (1) Rambus had
w duty to disclose its patents and patent applications; {2) Rambus
viclated that duty; (3] Rambuy incended ro mislead Infineon;: (4)
Infineon's reliance was reasonakle; and (5) Infineen sustained
pecuniary damage caus=ed hy.the fraud. As explained below, the
c¢lear and convincina evidence presented at trial permitted the jury
ta cehclude chat Rambus commitred actual frawd as to the SDRAM

standard-setfing process at JEDEC.

1. The pury To Disclose Pending Patent Applications
As an indtial matter, Rambus acknuowledges that it had a2 duby

to disclose any issued patents while it was a member of JEDEC and

participated in JEDEC’z =2fandard-setting process. Thus, the
dispute at trial was whether patent agplicaticons were reguired to

be disclosed. Rambus argues that, during the relevant timeframe
when the SDRAM standard was being considered by Committee JC-42.3,
JEDEC policy reguired only che disclosure of issued patentsz, not

patent applications. Thus, because Rambus did not obtain its firer

13
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palent uncil September 1993 (the 703 patent}, it contends that it

complied with JEDEC policy by disclosing that patent.

The cvidence presented by Infincoen at trial, however, tells a
different story. Infineon presented LEﬁtiﬁuny from three JEDEC
reprasentatives indicating chat JEDEC policy always reguired the
discliosure of pending patent applicaticons, notwithstanding the

]
absence Ef language to that effect in the JEDEC maoual before
1953. For example, John Kelly, who is the president and former
legal counsel of JEDEC, agreed at trial that, altheugh the language
of the manual cehanged im 19923, Lhe JEDEC policy regquiring
disclosure of patent applicatione did neot change from 1921 to 1996.
Former chaizman of Committec JC-42.7 and JEDEC aftendee Erom 1284-
1998, Gordon Kelley, testified thar: (1) before placing Lthe
requirement to disclose pending patent applications in the manual,
the committesé practiced that reguirement; {2¥) the use of the term
“known patent” in the pre-1%531 JEDEC manualg applied to patent
applications as wéll; and (3) frcm the discussions at every JEUEC
meeting from 1%%) to 1998, it was very clear to the membership that
disclosure of applicable patents and patent applications was a
requirement becauge it was key to the cperation of the committes.
Reage Brown, a JEDEC consullant ﬁnd member of Commiteee JC-42.3 for
25 years, testified that, during the SDEAM standardizaticn process

[rom 1891 to 1996, if a member had a pending patent application

14
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relating ro the standardization efiort, the member had & duuy to
disclose the pending patenk.

The testimony of those wiknegswes reogpecting the poliecy and
pracLice at JEDEC was corvoborated by the evidence from JEDEC e
meeting minutes documenting that members of JELOEC actually
disclosed pending patents prior Lo 1593, The fact that JEDEC
members cﬂlsclusﬂd otherwige contfidential patent applications during
the applicable time period further underscores the existence of a
duty to disclose at JEDEC because, absent a duty imposed by JEDEC
membership,’ there is an entitlement Lo keep patent apﬁlicatinns
sSecret . |

- Furthermore, Infineon demonstrated cthat Fambus officials
themselves understeod that it was JEDEC's practice to reguire
disclosure of pending patent applicationsz. For example, an email
from Rambus' president David Mooring reported the events of a JEDEC

meeting and stated:

IBM ragiped Lhe lesue Lkat they were aware that
some "wvoting” JEDEL attendeess have patgnte
pepdings on SDRAaMs chat they have not made the
commit [t]es aware of. They will come to the
next meekbing with a list of the offenders.

* Rambus also argueg that there iz no case law supporting che
nation that a3 patent applicant may be sanctioned for its failure to
disclese a gopfidential patent application. Wiile Rambus 1S
correck in its asserrion that a patent applicant has no ganeral
abhligation to reveal its confidential application, that priagiple
iz overridden where the party is voluntarily a mamber in an
crganizgtion which imposes & duly to disclose those otherwise
conlidential applications.

15



L]

Likasze, afrer attending a JEDRC mesting, Rambus represenldative
Billy Carrett reported that "Fujitsu indicated that they do have
patents applied for, bub that they will comply with the JEDREC
regquirements to make it a standard!!!*. Both the Mooring email and
the Garrett npotes were written in 1992, well within the timeframe
of the SDRAM standard-sctting effort.

Vieding the evidence in the light most [avorable to Infineon,
the jury reasanably could have concluded, on the basis of <¢lear and
convinging evidence, Lhat, (notwithstanding the abgence, until
1953, «f an explicit reference Lo pending patents in the JEZDEC
marnuzl}, all members, at all times here pertvinent, had a known duty
o disclose patent applications that related to the SDRAM standard-
setting effort. Therefore, Rambus’ motion for JMOL on Lhis greund

i denied.

2. "ha Patentz That Should Have Been Disclosed

Rambus next argues that Infineon failed to present any
evidencs at trial identifying the patent applications that were
pending during Rambus® JEDEC membership which related Lo the
proposed SDRAM astandard. Thus, in irts view, Infineon failed o
.shaw that the duty to discloze a pending patent was triggered.

The evidence presented at trial estaklisted that, throughout
itz membership in JEGEC, Rambus had pending applications relating
to JEDEC'SISDRHH work and that Rambus drafted more patent claims

intenticnally designed to ¢cover the technology under consideration

1g



by JECDEC, thereby generating additional patent applications.
Rambus had pending patent claimg relating to Z-bank SDRAM designs,
externally aupplied refercnce voltage, phase lock loosps (PLLa),
programnmable CAS latency and programmable burst length. For
example, Che evidence shows that, when JEDEC discussed adding a 2-
bank design and hurst-length technology Lo the SDRAM standard,
Rambus hiﬂ claims relating to those technologies pending in its
first patent application, the *B96 applicarion. Additionally,
Patent Application Ne. 07/954,545, which was filed in September
1992 and issued in June 19094 ag V.5, Patent Na. %,319,755, contains
claims directed boward programmable burst length.

Infineon alsc pregented avidence establishing that U.S. Patent
Applicatien No. 07/847,561, which was Tiled by Rambus in March 1552
but was eventuslly abandoned, contzing glaiws directed toward CAS
latency, a technology that was incorporated intoc the SDRAM
standard. Similarly, Patent Application No. 07/847,6R1, which was
filed in March 1992 and issued as H.5. Patent No. 5,608,717 in
February 1997, contain claims directed to CAS latency s well. As
te PLL ftechnology, which was discussed at JEDEC presentations in
1999 angd 1%95, Rambus had pending claims relating this technology
in Patent prlicatiﬂﬁ No. 07/847,632, which was filed in March
1292, but wag abandoned. Lastly, Rambus’ Patent Application Bo.
07/847,532, which waga Filed in March 1992 and ismsued as U.5. Patent

Mo, 5,473,575 in December 19%5, contains claims directed to an

17
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externally supplied refecrence wvollage. JEDEC dizcussed th;s
technolegy in 1992 and it was ultimately incorporated into bthe
SDRAM sLandard.’

Rambus argues that this aspecet of Infinecns’ claim fails
because Infineon presenced no expert Lestimony respecting the scops
of the Rambus patente or patent applications and their rglationship

'
to JRNEC'L SDRAM standard-setting effort. That argument misses che
mark because the connectieon between Kambus’ patents and the SLRAM
standard wag sufficiently established through testimony given, and
the decuments generated, by Ranbus’ executives. Although Infineon
presented avidence too voluminous to catalog abour Rambus-
pervasive sxpansion of its pending patent portfeolio in response Lo
digcussions hald at JEDEC standard-setting meetings, a few examples

of that evidence help to illustrate the connection established at

1 Rambus contends that Infineon’s positicns on the relevancy
oI Cfertain patents are paténtly inconsistent. Fex example,
Infineon has arqued that disclesure of the *703 patent, which would
then reveal che 1590 *8%8 application, did not satisfy Rambus® duty
To dieclose because those patents are directed primarily to the
RORAM technolegy. Sge Section 11.0.3, infya. However, in the
context of arguing which patents should have been disclosed,
Infineon contends that certain claims in the '898 patent should
have been made known to JEDEC.

Rambus® attack is specious. ‘'Fhe anawer lies in recognizing
that the JEDEC policy requires disclosure of all patents and patent
applications which "related” te the work of JEDEC. The basis for
the broader scope of this policy is guite ciear because rthe patent
holder or applicant i3 in the best position to determine the scope
of its intellectual property c¢laim and, therefore, ics application
Lo JEDEC’ 5 work. Here, FRambuz clezrly knew that it was in the
precess of expanding the claims based on the '89%8 patent to cover
the SDRAM technology.

18
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trial betwesn Lhe patents and JEDEC work. For instance, Kichard
Crisp testified that., while it was a member of JRDEC, Rambus
repeatedly revised pending claims and drafrted new claims for
inclusien in pending or aboul-to-be-{ilvd sapplications in order o
cover JEDEC s proposed SIRAM standard. In May 15%%2, Crigp meb with
Rambus’ peotent attorney to “add claims to our patent apvplication
broad endLgh to cover the SDRM if the SDRAM uses mode register and
programmable CAS latency_ - These features recently had been
discussed at a JEDEC meeting which Crisp altended. Fmails sent by
Crisp during those meetings also shows that KRambus had patents
covering externally supplied reference voltage technology, a topic
then being discussed at the JEDEC standard-sgerting meelingg .’
Similarly Rambus’ Chief Executive Officer Greeff Tate admitted
that Rambus intentionally drafted claims. to cover SODRAMs in the
early 1990s. The documents exchanged between Rambuz’® palent
attorney Lester Vincent, Crisp and other Rambus employvees Further
proved the extensive efforts to revise patent applications or drafr
new cnes for the purpese of securing patent protection Lor Lhe very
technologies chosen for incorporation into JEDEC's fmrﬁhccming

atandard,

' Crisp often composed and scnt email messages back to Ranbus’
axecutives and in-house counse? while discussions at JEDEC meerings
were baking place. Gther communications woere sent during recesges
between standard-setiing sessions.
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Thus., Infinean proved, by'clear and convincing evidence, ( hat
the duty 'o disclose was triggered because several of Hambus:
pending pakents related to JEREC's SDRAM standard-setbing effore
The JEDEC Manual unambiguously states that the patent disclosur
policy applied to any patenis or pending patents “that might ix
invelved in the work I[the .JEDEC :ommitt@e-is] undertaking” anc
Infineania witneases testified that this requirement was practicec
prior to 1993 Infineon s evidence ghowed that Rambus had patent:
pending on a two bank design, programmable CAS latency,
pregrammabl e burst length, PLL and an externally supplied reference
voltage, 2ll of which related to JEREC'Ss standardization efforts.
Becausze the jury reasonably could have drawn the conclugion thar

thege patents should have been disclosed, the motion £or JMOL on

thiz ground is.denied.

3. Breach Of The Duty Tc Dimcloge

Rambus next arguaes that [nfipecn failed bte prove that Rambug
breached the duty to discloae its patenkts and patent applications.
specifically, Rambus asperts that, because the applications for the
patents-in-suit were not filed or issued until after Rambus left
JEDEC, neo patents or pending patents ewisted feor Rambus o
disclose. Rambug' arqument, however, proceeds upon an artificial
limitation of the scope of the fraud alleged and proven by
infineon. 1Infineon did mot circumscribe its fraud clsim only to

the four patents-in-suir; instead, it aileged that Rambus committed

20



PR BT Sl b o ke bR

frand upen Infineon f(ags a wmember o©f the JEDEC <committes}, Sy
failing to disclose any pending patents related to the S5DRAM work.
Moreover, Rambus simply ignores the evidence that the patents-in.
sujit are merely refincements of the continuation and divisicnal
applications that were pending while Rambus was a member of JEDEC
and that were themselves revised to ensure that Rambus’' patents
would :::mier products compliant with the fortheoming JEDEC standard.

As an alternate argument, Rambus contends that it satisfied
ite duty of disclosure. Specifically, it points to: {1}
discussions in JEDEC meetings about the publlc internatiocnal patent
application i(which ehares ap jidentical writren description to the
patents in the U. 5., Patent Eamily tree); (2] the disclosure of
Rambus’ Technical Descripiion to Siemens (a corporate predecessor
of Infineon) in the early 1950s; (3) the disclosure by "Richard
Crisp of the '703 patent in 2 September 19%32 JEDEC meeting; and
(4} the discleosure of numerous patents in its withdrawal letter
from JEDEC.

Rambus' application for an internatienal patent (through the
wWoerld Intellectual Property Organization, or “WIPOY) becama public
information in Ogtcber 1991, This WIPQ application containg the
game wrilten description as its U.5, counterpart -- the undisclosed
"898 application filed in Rpril 19%0. Likewize, the undisclosed
divisional and continuation applications originating Iroan Lha 1990

application share this ssme wrilten descriprion. Thus, Rambus
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posits thar ir mer ite doty because the SDRAM applications Ithalt
were not discloged), a% well as the patentsa-in-smuik, are based on
the very same wrilten description as in the WIPO aprlication.

Similarly, Rambus also contends that it met ics disclosure
ohligation by sharing ity Technical Description with Infinecn's
predocesecy, Siemens, in November 19%0. The Technical Description,
which is i:ased on the written dEﬁnrjptién of the patents, was used
Iy Rambus as an infcrmaticonal document in ie€s early licensing
discusaions with various semiconductor manufacturers in connection
with RDRAM Lechnology. Rambus alleges that, during the licensing
negotiations, it revealed much of its patent portfolio o Inflinson
{and other JEDEC members), though at that time, Rambus did neot yet
have any issued patents.

The evidence presented by Infinecn, however, permitted the
jury to conclude that the dis;::UEEians between Rambus and Siemens,
focused golely an RORAMs. Rambus offered no evidence demenstrating
that it ever told sSiemens that It belisved itz Technieal
Description could cover SDRAMs, as well as RODRAMs, Thia same
shartcoming app.‘iies toc the WIPD patent application; while the
written description may be the same as that in the undisclosed
SCRAM parents, Rambus presented no evidence at trial indicating
that the description, on irs face, relates £o SDRAMs. Further, at

Lhe relevant (imc, the WIPO patent claims based on that wrikten

23



T et gmiie— — o w4

descriprion relsbed vo only RDRAM, as reflected in Rambus*
pleading: in earlier motions for summary judgment.

As @ third theory af compliance with its duty to disclese,
Rambus argues that disclosure of the ‘703 patent was sufficient,
Although Richard Crisp testified that the 703 patent related only
to RDRAMs, Rambus contends now thal, wilh the revelation of this
patent, ill Rambus®™ ocher patents and patent applicationz were
revealed. Thus, any JEDEC member could obrain copies of rhe
original ‘B892 application; the centinualien application that
resulted in V.5. Patent Ne. 5,319,755 ("the ‘/s% patent”); and the
prosecution history of Lhe *755 patent, which is the progenitor of
three of the patentg—in-éujt, and ig the first patent issued to
Fambus which relates to SDRAMS,

Infin=on, howsver, proved that revelation of the '703 patent,
if anything, acrually misrepresented the scope of Rambus®™ pending
patents becauge the 702 patent admittedly did neot relate to tﬁe
SDRAM work of the committes and, when Crisp revealed the patent, he
failed to say anything about Rambus’ numercus other pending
gpplications, which did relate to the SDRAM standardization work.
Furthermore, as to the '755 patent, Infineon demonstrated that
{even if one were te have investigated the history of this patent)
the *%03 patent digd nof disclese the application for the ‘755
Patent becauvse the “703 patent application only cross refgrenced

thoze patent apoplications pending 2t the Lime that the 703
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applical.iun was filed. Bercause the npp]i:mtiun for the *7/55 paceﬁt
was filed afrer the 703 application, the 755 patent was not
inecluded in the patenlk history of the '703. Infinecon oftered
avidence from which the juxy <ould congclwie that the ‘703 pabent
did not reveal the 755 patent and Rambus oflfeved no evidepnce to
Lhe contrary.

Lusdly, Rambug asserts that the letter by which it withdrew
from JEDEC disclosed every patent issued to Rambus as of June 1996
which related to SDRAMs. That is nol borne oiut by the evidence.
Indeed, z key patenr, U.S. Patent No. 5,513,327, waz omitted from
the list. Rembus aoserted that the omission wos inadvertent.
infineon offered evidence that the omission was deliberate.
Further, Rambug contends that the withdrawal letter satisfied the
duty. to disglose bacause Rambus stated thersin that it “has applied
for a number wf petents in order te protect Rambus technology.”
However, there was no evidence that this disclosure satisfied the
requirements of JEDEC's patenc disclesure poliey; and the text
certainly does not disclose that Rambus had applied for patents
that encompassed the JEDEC SDRAM sbtandard.

In sum, clear and coenvincing evidence supports the jury's
finding that Rambus breached its duty vo disclose its patenls and
patentk gpplicaticns. The jury reazonably could have believed that
the existence of the public WIPO applicaticon was not =ufficient teo

satisfy the duty to disclose because the written description
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contained Lherein gave no indicacion that Rambus intended Lo &xpaﬁd
ite patent applications to cover SDRAMs. The Jjury, again, could
reasonably ¢onclude that the licensing discussions between Rambus
and Siemens/Infineon  were Jimited Lo RDRAM and Chat
Siemens/Infineon had no reason to believe that Rambug intended to
expand its intellectual property beyond RDRAMS. At ta kthe
disclnsuée of the '703 patent, Rambus admits that this palLent
related only to RDRAM. Although Rambus makes the argument thal the
703 disc]osed every then-pending patent, the evidence ac trial
supporte the conclu=zion Ethat, if one traced Rambui' racher
voluminous patent tree from the *702 paktent, one would net discaver
the 755 patent application. Lastly, there wus no evidence
demenstrating that Rambus’ withdrawal letter, or the list of

patents aktached thereto, satisfied chat duty.

a. Evidance Of Intent to Miglead
Rambus contends that the jury verdi&t Eirding Rambus liable
for actual fraud is unsupported by the evidence because Infineon
failed to show that Rambus acted knowingly and intentionally with
the intent to mislead. See Richmond Metro. Auth. v. MeDevitt St
Bowis, Tne., 507 5.8.2d 344, 346 {Va. 15%8) (the misrepresentation
or omigzion must be made knowingly and intentionally). Sees glse

Bank of Montreal, 153 F.ad at 833 {“a claim for [raud by omission

reguires deliberate non-disclosure*)., Inskead, Rambus contends

that the evidence could support, at most, the conglusion that
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Rambus mistakenly believed that it had no duty to discloge pa:eﬁf

applicakions.

That arqument is utterly without eaerit. Infinson, for
example, proved that Rambus’ president, David Mooring, and its
JEDEC representatives, Garrekt and Crisp, knew of the discleosure
vbligation. Rambus' executives discussed chese duties with the

|
lawyers wWho were prosecuting the company’'s patent applications.
Rambus' conduct, viewed in light of that knowledge, underscores the
pracf of scienter. Thus, Infinecn, demonstrated that Rambus,
through icg executives, sought to patent the technology being
discusgsed at JEDEC so that it could later bring patent infringement
suits, Furthermore, e-mails written by Richard Crisp show that,
rather than informing JEDEC about its issued and pending patents,
Rambus intenticnally decided Lo.keep these secrer. For example.
sfter being guestioned about Rambus patents on the Synclink
propogal {a technclogy not at isgue in thiz action), Crisp wrote to
the sxecutives at Rambus the £cllowing:

We may want ko walk inte the next JEDEC

mesLing and simply provide a list of nacent

number=s which have issued and =ay ~“we ars not

lawyars, we will pass no judgment of

infringement or noh-infringement, but here are

cur issued patent numbers, You decide for

yourselves what does and does not infringe.*

©n the other hand, w& may not want te make it

easy for all to figure out what we have

especially 1f nething locks really strong. If

we have a really atrong one Lhat has issued

that is key to the operation of the SLDRAM,
then we may want to play that card, but again

with the above suggested disclaimer.
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A second email written by Crisp also discloses ‘an intent £o
deliberately remain silent about the company’s patents and parent
applicacions. After attending a JEDEC meating in which a JEDED
member presented a .prﬂpcsa} describing the advantages of
incorporating an on-chip PLL ip the SDRAM, Crisp wrota:

They plan on putting a PLL on board their
' SDRAMs to improve the cutput delay by about 2
1ns, They want to put the PLL on every c<hip
and let the user use it o¥r not depending on
wvhether they need it . . . Obvicusly we pneed
to think about ocur patent position on this for
potential discussion with NEC regarding patenc
issues here. *** I bhelieve that we now have
seany that others are sericusly planning

inelusion of PLLe on board SDRAME ., ., . What
is the exact status of Ehe patent with the PLL
claimdew

Lastly, Ranmbtus' own documents refute the notion that it
harbored the mistaken belief that patent gpplicatjicns were Tot
reguired to ke discleosed. In his notes regardiﬁg the Synelink
proposal, Crigp stated that “Synelink is being sponsered by an
organization with a_lesa styingent patent policy than JEDEC.”
lemphasis added}. In other words, under a less demanding non-JEDEC
standar&-setﬁing Process, patentees were “free to patent whatever
they desire, and are not bound to relinguish any of their rights to
thelr patents by presenting their ideas for standardizatien.* The
clear inference of Crisp’s statement, and the one drawn by the
jury., is that Crisp believed that JEDEC had a wore restrictive
patent paligy which imposed a Quty of disclosure and limited:the

ability to patent subject matter considered by the standard-setting
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body. Othar documents presented 3t trial from Rambus' executives
alsa demonstrete that Rambus clearly understood the scope of the
patent policy.

Rambug’ aygument tﬁat it had only a mistaken belief regarding
JEDEC's disclesure policy presencs ne basis upon which to grant

JHUﬁ, for there iz ample evidence ¢f scienter.
1
*
5. Reasonable BEeliance

Rambus next argues that Infineen failed to show that iks
reliance on Rambus’ ncn—diéclusures 2L JEDEC meetings was
reasonable under the circumstances. fSee MoDaniel v, Hodges, 11
S.E. 2d 823, 625 (¥Ya. 1541}.* 1Infineon agrees that its reliance
had to have been reasonable, but asserrs that its reliance wag, in
fact, reasonable.

Rambus argues that Infineon’s reliance cannot be considered in
the vacuum of JEDEC activities, bukt instead must be viewed in light
of the relationship between the parties - a relationship that began
several years before Infineon designed its first SDRAM in 199&. To

Bupport that argument, Rambug again pointa to the RDRAM licensing

® McDapiel states :that “[i]lf one represents as true whakt is
false, in auch a way as to induce a reasopable man to believe it,
and the representation is meent to be acted upon and he te whom the
reprezentation is made, believing it to be true, acts on it, and
thereby sustains damage, there is ground to support an action of

deceit at law . . .~ Id, (emphasis added). More recent Supreme
Court of Virginia dJdecisional law omits any reguiremenr of
reasonableness, See e.g. Richmond Metro, Auth., 507 S.E.2d at 346.

At the request of Rambus, the jury in this case was instructed that
rellance must be reasonzbls.
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discussions between Rambus and Sieméns in 129! and argues that,
during those discussions, Siemens thorcughly studied all of Rambus®
technology. Rambus alse contends that executives at Siemens
xealized that Rambus* Eechnulog? couwld have a broader scope that
just RDRAMS, therefore any reliance on Rambus’ sgilence at JEDEC was
unreasgnnable.
1

Infiheon offered proof from which the jury could have found
that the course of conduct between the partles reveals not that
Infineon gggﬁ,of the patents, but rather thar ir had concerns ahoud
Rambus' patent rights. Infineon also proved that Rambus
intenticnally misled Infineon when it and other JEDEC members
ralised those copncerns with Rambus, thus inducing Infineon to
believe that Rambus did not have any SDRAM patents or applications.
For example, Rambug presented documents and testimony indicating
that Willibald Mayer, Infineon’s JEDED representative, had cencerns
as early ag 1352 that Rambus may have patent applications addrﬁssed
to the 2-bank SDRAM design then beiny considered by JEDEC, in
pPursuing this ¢concern, at a May 1993 JEDEC meeting, Meyer requested
the Chairman of Committee JCw-42.32, Gordon Kelley, to ask Richard
Crisp abour Rambus'lpatent rights relating to the 2-kank SﬁRAM.
Crisp made no diseloesure, leading Meyer and ethers teo belisve that
Rambus had nothing that required disclosure. At this same 1992
JEDEC meeting, another JREDEC member mentioned that Rambus had an

internaticnal pstent application (the WIED application), but that
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the patent claims were likely invalidated by prior art. Rambas
again made no disclosure.

Infineon also presented teztimony from Meyer indicaring that
he was misled by the disclosure of the 703 patent because, when he
read that patent, he concluded that Rambus’ technology therein
disclosed related only to RDRAMs. Rambus tock, in this litigation,
that veré came pogiticon in the metiens for summary judgment. The
jury then was entitled to find that Meyar's asgagsment was a
reaszgonable one. Lastly, Infineon presented decuments from Meyer,
composed at the time the SDRAM standard was under consideratian,
indicating that Meyer believed the JEDEC SDRAM gtandard was *public
domain,” which again supports the jury's conclusion.

Without weighing the c¢redibility of the evidence, there was
more than one reasonable conclusien that could be drawn from the
evidence regarding the reasonableness of Infineon’s reliance and
the jury’s conclusiocn that Infinecn acted reascnably is supported
by clear and convineing evidence. Therefore, Rambus’ mntiun.far

JMOL on this ground is denied.

[ Harm Cansed By The Fraund
Rambbus contends that JMOL must be granted in its faveor because
the only injury that Infineon claims te have suffered as a resulc
of the fravd is the incurrence of attorneys’ feag and, as a matter
Df law, attorneys’ feeg cannot be the dsmage or injury element of

a claim for fraud under Viyxginia law. fe= IT tford Group, Inc.
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v, Virgipia Finen, Assoc., Ing., 520 §.E.2d 355, 361 (Va., 19%%) (to

support a claim of fraud, the plaintiff must prove resulting damage

to the complaining party). Rambus iz correct in asserting that the

only monetary injury® claimed by Infineon as the injury component

of its f£raud claim is the attorneys' fees it paid to the law firm

of Slater & Matsil to review, and help ouvtline the defense of,
¥

Rambus* i’nfringement claims.”

Analysis of the issﬁe beging with recegnition cthat ¥Yirginia
follows the general “American Rule” that “in the absence of any
contractyal or statutorxy liability therefor, attorneys’ feés and
expenges ingurred Ly the plaintiff in the litigatien of his claim
against the defendant . - . are not recoverable . . .* Hiss v.
Friedberg, 112 §.E.2d 871, 875 (Va. 1950). Bee also PFrospect Dev.
Corp. v. Bershader, 515 S5.E.2d 2%), 300 {Va. 159%) ("“The gs=neral
rule in this Commonwealth is that in the absence of a gtatute or
contract to the contrary, a <ourt may not award attorney’'s fees to
the prevailing party.”): 449 A.L.R. 4th 7786, § 2(a)} (“rThe general

rule carried over from commen law is that a successful party in

* Infineon alsc showed that it was injured by the fraud in
another way, specifically in the risk of its investment in product
design, and plant to build its JEDEC compliant SDRAM products, much
of which would be jeopardized if its products infringed any of
Rambus' pactents, the non-disclosure of the applicatienzs for which
was instrumental in the final content of the JEDEC standaxd.

" Infineon did not seek o recover those fees peid to its
current trizl counsel, the law fixrm of Hirkland & Bllis, though it
also prapared a defense to the infringement claims.
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litigation is not entitled to recover from his opponent tHe
attorneys’ fees.*}. Oother tham the nominal, sCafutory costs,
incurred in prosecuting or defending the action.”).

Infinecn argues that this case is an excepticn to the general
rule bDecause the attmrngys’ fees iﬁ peid are a damage or injury
proximately caused by the fraud committed by Rampus. Specificalily,
Infinenn‘;hpwed at trial that it was forced to pay attorneys’ fees
to Slater & Matsil in connection with the analysis and defense of
Rambus' patent infringement charges. Algo, Infineon presented
evidence in the form of Rambﬁs* kusiness plans and testimony from
which the jury could have concluded that the patent infringement
suit was part and parcel ¢f Rambus' fraud - the last step in the
frauvd. Infineon proved that, heéause- of Rambus’ fraudul]ent
behavior while it was a memberxy of JEDEC, Infinecon designed che
JEDEC compliant producta which were alleged to have infringed the
patenkt=s-in-suit. When Rambus instltuted the final-stap in its
¥raudulent plan by charging that thsose patents ware infringed by
JEDEC-compliant SDRAM prodiucts, Rambus caused Infineon to expend
substantial sums of money to investigate the mexits of, and defend

against, che infringement clairs. ®

* The attorneys’ fees alleged as injury in the fraud claim
are not these which Infineon may recover under 35 U.S8.C. § 285
(exceptional case fees) or 23 a prevailing party on its fraud
claim.
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. Excepiions To The Geaerml Rule
There are several exceptions toc the American rule foreclosing
recovery of attorneys’ feed in most cases. For axample, courts
generally allow a partyvto recover attorneys' feesz when the “tort
of znother” has caused him to incur attorneys’ fees during
litigation with a third party. The RestCatement (Second) of Torts

]
§ 914 (15%9) explains:

§ 214. EXPENSE OF LITIGATION

(1} The damages in a tort actien do not
ordinarily include compensation for attorney
fees or other expenses of Lthe litigation.

{21 One wheo through the tort of ancother has
been required to act in the protection of his
interests by Pringing ¢or defending an action
against a third person is entitled toc recover
reasonable compensation for loss of time,
attorney fees and other sxpenditures thereboy
suffered or incurred in the earlier aotion.

Agcord Brochner v, Westerm JIne. Co., 724 P.2d 21293, 12985 (Colo.
1586) ; Tetherow v. Wolfe, 292 N.W.2d4 374, 378 {(Neb. 19886); Pullman

an . W =x Corp., 6%3 S.W.2d 335,.340 {Tenn. 1985} ;
Grav v. Don Miiler & Rgsoc., Ing., €74 P.2d 253, 258 (Cal. 1984);

Department of Envil, Prof Agency v, Ventron Corp., 468 A.2d4 150,

166 {N.J. 19B83).
Virginia courts have adopted that exception by recognizing the
analogous principle that “where a breach of contract has forced the

plaintiff te maintain or defend a suit with a third person, he may
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recover the counsel fees incurred by him in the former suit
provided they are reasonable ipn amount and reasonably incurred.”
Hiss, 112 5.E.2d at 875-76. $ee alsc Qwep v. Sheltcopn, 277 5.E.2d
189, 192 (Va. 1981); Cemetery Consultants, Inc. v. Ware, 180 S.E.2d
528 (va. 1571). In theose csases, the attorneys' fLees were not
awarded to a party bacause of his status as a prevailing party, but
instead 'iere permitted as an element of the injury caused by the
defendant's cenduct. See Hiss, 112 S.E.2d at 875 (“The troublesome
guesticn is whether in this action for breach of econtract the

[plaintiffs] are entitled to recover of [tHe defendants] as an

glement of their damages the costs of their litigation, including

counsel fees, with [a third partyl."} (emphasis added). The
raecovery of fees in cases of that sort, however, generally has been
limited to fees incurred during litigation with phird parties, not
in antecedent litigation between the same parties. See Higs, 112
5.E.2d at £75 (“Nor are attormeys’ fees and other expenses incurred
inp foxmer litigation between the same parties recoverable in a
subseguent actiocn.” {eiting Am. Jur. Damages, § 142, yo. 500, 551;
Burryaz v, Hines, 26 S.E. 875 {(Va. 1R97); Wisecarver v Wisegarver,
34 S.B. Bs (Va_ 18938)}.

Revertheless, it is generally recognized that, in an
appropriate case, a party also can recover attorneys' fees incurred
in previcus litigaticn between the game parties:

As a general . rTule, litigation cocsts and
attorney' s f2es incurred in priox litigation

I
a
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against the same defendant are not recoverable

in subseguent action. However, the rule is

f n i £ a cags i
[l feoy iranci = T y dire
from the previous action, Thus, counsel fees

and other reascnable expenses damasges in
defending a suit that wes maliciously
instituted ageinst the plaintiff may be
recovered in the action for malicious

prosecution. Adlgo, ap exception te the
[~y exigts j he wrongful ity

, bhe defendant has placed the plaintiff in_guch
Y a position Shat it is negessary to incur legal

A ETISes ect N

22 Am. Jur. 2d Damages § 617 (1988) {emphasis added). Virginia
courts have recognized this exception and have allowed atborneys’
fees incurred in previcus litigation between the same parties te be
recovered as damage in actions for the intentional torts of

malicious prosecution and false imprisonment.?

* The Supreme Court of Virginia has also: .

permitted a2 truscee, who defended hie trust in
good faith, to recover attorney’'s fezes from
the estate, Cooper v, Brodie, 253 Va. 38, 44,
43¢ S5.E.2d 101, 104 [{19%7}, and we have
approved an award eof attorney‘'s fees in
certain cases involving alimony and support
disputes even though such awards of attorney’s
fees were neither auchorized by statute nor by
contract. See Carswell v. Magtersomn, 224 Vva.
329, 331-32, 295 B.E.2d 899, 9040-01 {1382);
Alig v. Alig, 220 Va. B0, 86, 255 S.E.2d 494,

498 [(1979); M A eel, 185 Va. 105,
116-17, 37 S.E.24 74e, T50-51 {1348] ;
Mo i1 v, v, 130 va, 51, &9,
21 3. BE.22 7€1, 768 (1542); lip v. H inl.
177 Va. 3BS, 392-40Q, 14 S.E.2d 317, 322
{i841) .

Bershader, 515 $5.5,.32d at 301.
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Por example, in Buriuss v, Hines, 26 S.F. 875, 878 (va. 1B57)r.

the Supreme Court of Virginia explained that “(t]he general rule is
that counsel fees are not recoverable as damages: but on the tria)
cf an action for malicieus prosecution or false imprisconment, whers
exemplary damages are recoverable, the fees paid or incurred to
counse]l for defending the original suit or proceeding may be
proved, gnd if reasonable and ne¢essarily incurred, may be caken
intoe consideration by the 4jury in the assessment of damages.*
Similariy, in actions fﬁr false imprisonment "damages awarded must

be compensatory for the loss of time; for the suffering, beodily and

mental, sustained by reason of such wrongful act or acts; and for

g ressonable atternev'a fee." Bolton v. Vellings, 26 S.E. 947, 850
(Va. 1897) (emphasis added]. Zegq 21so Pargons v. Harper, 57 Va.

64, 1860 WL 4034, * & (Va. 1860) (allowing recovery of attorneys’

fees for action for falpe imprisonment) .’
To racover attorneys’ fees, howesver, Virginia law reguires a
ghowing that the injury inflicted in the underlying action was

wanton or malicious. "The rule in Virginia as to the recovery of

* Infineen argues that the Supreme Court of Virginia allowed
attorneys‘ fees to be recovered as damages for fraud in Prospegt

Dev, Co., Inc. v. Bershadey, 5i5 S5.E.2d 251 (Va. 1959). While

Egrshader mentions other Vixginis decisicns which allowed attorney
fees to be recovered as an element of damagea, pec =.d. Owen, 277
S$.E.2d at 152, Burryssz, 26 5.E. 875 at 878 and Bolton, 26 S5.E. 847
at 850, Bershader is more properly regarded as 2 case allowing fees
te be awarded to a prevailing party.

1 i
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counsel fees as damages is well esrablished in Burruss, .

Parsens . . . Wigsecarvey, . . . and Morgan v, Halev, (58 S.E. 5&4
(va. 1907), wherein it 15 held that except where the infury is

and e re recoverable. the
allowance of (= i =] 1 o def ] thw
eroceedings is not proper.” Morgsn v. Kemp, 186 S.E. 8%, 106 (va.

t
19536) {effphasis added); Burxyss, 26 S.E. at 878 ("But if the injury

wag not wapteon or malicicus, and exemplary damages are not

recovarabla, the allowanca of counsel fees is improper.*). See
algo Sperry Rapd Corp v, A-T-0, Ipc., 447 F.2d 1387, 1394 {4th Cir.

1971) (same).
Baving explered the landscapse of the Virginia rule, the
question now becomes whether this case, or any aspect of it, fits

within that rule. ] ) .

b. Attorneys’ Fees Az Injury For Actual Fraud

It has been obsexved that, in assessing whether attorneys'
feezs in an underiying suit can be recovered in an action fﬁr fraud,
“{tlhe Tule that attorneys’ fees are norL recoverable (absgent
contractual provision or statutory authority}, while superficially
a bar, is not really appligable.” Rnbert L. Dunn, Recovery of
Damades for Frayd, § 4.13, pgs. 200-01 (Lawpress 1995). That
statement is followed by the explanation that, when a defendant’s
fraudulent misrepresentations force a party to prosecute or defend

other litigation, attorneye’ fees incurred in that other litigation

A
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are “recoverable when they are prowximately caused by a
misrepresentaticn.* Id, See algg 272 Am. Jur. 2d Damages § 617
(*Also, an exception to the general rule exists if the wrongful
action of the defendant has placed the plaintiff in such a position
that it is necesgary te incur legal expenses to protect his
interest.”}; 4¢ A.L.R. 4th 776 § 2(a} (1986) (“Courts have allowed
recmer‘yiOf attorneys’ fees under a distinct exception permitting
Che éuccessful party in a fravwd action to recover from the losing
party the attorneys’ fees incurred by the succesaful party in prior
iitigation or claims imalviﬁg chird parties, which litigation or
claims were proximately caused by the fraud perpetrated on the
successful party.”) {emphasis added). |

Humerous jurisdictione have subscribed to this principle by
allowing a party to recover attorneys’ fees expended in a previous.
litigation when that litigation was proximately caused by the
defendant’s frmud. The decigicng, however, deal primarily with
previous litigaticn betwaen the plaintiff and s bhivd party. Sse
Feit v. Donahme, 826 P.2d 407 (Calo. Ct. App. 1592) (plaintiff in
& real estate fraud case allowed to yecovar attorneys’ fees
incurred in attempting to obtain a variance when the seller
concealed the fact that a variance was reguired); & rgov.
LeBlanc, 416 N.W.2d 438 (Mich. Ct. App. 1987} (allowing recovery of

atterneye” and Surveyors' fees where seller fraudulent

misrepresented the boundaries of the land); Gray v. Don Miller &

iR



Amseoc., Inc., 674 P.2d 253 {Ca. 1984 (plaintiff allowed to recover
attorneys’ fees incurred in prior specific performance suit on the
sale cf a home when real estate broker falsely represented that an
offer had been accepted by the sellers on the home); Forrester v.

Bank, 363 N.E.2d 904 (Il1l. App. Ct. 1977) (allowing a
plaintiff in a fraud action to recover attorneyg’ fees incurred in
a priox &ankruptcy proceeding against a debtor when the defendant
bank freudulently misrepresented the assets of thea debtor); Turnerx

V. Zip Motprs, Tne., 6% N.W.2d 427 (lowa 1954) (allowing recovery

of attorneys’ feez in a prin& action for replevin hrought by third
party and caused by the defendant’s egenc’s conversion of an
automobile) .

Nevertheless, the fundamental premise upon which attorneys’
feea were allowed in those cazes is clozely akin to the raticnale,
which is followed in ¥irginia, for allowing attorneys’ fees to be
Al element of damage or injury in certain intentional torts: when
4 party's intentionally tortious act forces the cother party
necesgarily to incur atterneys' fees as a direct conseguence of
that act, the party should be able to recover the attorneys® fees
consequentislly expended. Whether that underlying action was
between the plaintiff and the torifeasor or the plaintiff and a
third party, the underlying raticnale remainz the same.

In Virginia, in order te establish a cognizable claim for

Actial fraud, the plaintiff must estaklish soms type of injury.

39 " .
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One seeking to recover for fraud must show that the act resulted

*in some logs, damage, detriment or injury to him.” Llovd v. Smith,

142 5.E. 3€3, 167 (Va. 1928) (emphasis added}. Infinecon has proved
the injury component of its actual fraud claim by demonstrating
that: {1} it sustained an ipjury by incurring attorneys’ fees and
{2) the need to incur those attorneys’ fees was proximately caused
by Raﬁbuéi Eraud.

This cese began when Rambus aasertéd four patents againstc
Infineon's JEDEC-compliant SDRAN and DDR SDRAM products. Infineon
was therefore forced to employ attorneys in the investigation of
those <laims of infringement and in possible defense thereof.
Further, the record is: (1} that Infineon had designed irs produccs
to comply with the JEDEC standard and built mamufacturing linas in
Gexmany and the United States to make these products; and (2) that,
if Infineon was to continue to sell those products, it had no
choice but to defend the infringement action which was part and
parcel of Rambus’ fraud. AlIter the Courkt granted judgment as a
matter ﬂf law in Infinecn's favor on the infringement claims (at
the end of Rambus' case-in-chief), Infineon argued that it was
nevercheless harmed by Rambus® fraudulent scheme because, even

though ites products had been determined not to infringe the

' Indeed, Rambus terminated settlement discusmicns hatween it
and Infineon by filing thiz action, which Rambus chose to do, not
because the discussiona were Failing, but becauge Rambug wanted to
litigate in this Eorum and feared that Infineon might sue it in
California where the docket proceeds at a siower pace.

40



pateﬁts-in-suit. Infineon had incurred considerablg expense in
analyzing and ouclining a defense to these patent claims.’?

Thus, Infineon proved that it sustained pecuniary loss as a
regult of Rambus’ intencionally frawdulent behavior at JEDEC.
Indeed, the defense of the patent suit was "a direct and necessary
consequence, ” Hiss, 112 S§.E.2d at 876, of Rambus’ plan to attend
JEDEC, fémain silent about icsg parent applications, obtain
additicgnal patent claims that govered JEDEC technelogy, and then
aasert thoge potents againat JEDEC members whose products conformed
to the JEDEC standard in Drder to obtain their assent to license
sgreements. _

The result reached he;e comports with the énncluaion reached
by the Seventh Circuit in Robgsexve, Ipc. v. Kato Xagaku Co., Ltd.,

78 F.3d 266 {7th Cir. 1996}, cert. denied 515 U.5. 928 (1956) under

similar facts in a fraud case. Applying Illinois Jaw, the
Roboserve court explained that “[c]ampensétcry damages for fraud
are intended to compensate for any injury which is the direct ard
natural conseguence of the plaintiff‘s acting on the faith of

defendant’s representations.* Id, ar 2732-74 (internal quotations

* Although Infineon put forth evidence regarding the ameunt
of atforneys’ fees paid to the law firm of Slater & Matsil in
cormection with the defense of the patent infringement suit, the
Court struck that evidence because Infineon failed to prove that
those fees were “reasonable in amount and reasonakly incurred.”
Owen, 277 5.B.2d at 1%2. Nonetheless, the undisputed record shows
that Infineon incurred attorneys’ fees in an amount not proved, £o
defend the last stage of the Rambus fraud found by the Jury.
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omitted) . Thug, the plaintiff could recever jts “out-of-pocket”
expenses, including attorneys' fees expended in relihnce on that
migrepresentation. Id. at 274_. Because the defendant fraudulently
led the plaintiff to believe that it would be awarded a contract to
provide services to a hotel, the plaintiff could recover attorneys’
fees expended in preparing new proposals for, and in conducting
negctiaticns to provide, those services. ]Jd.V

More importantly, it is entirely appropriate, under settled
precepts of Virginia law., to allow Infineon to claim attorneys'
fees as its injury on the acﬁual fraud claim because the jury found
that Rambus had committed the fraud *malicicusly or wantonly ox
oppressively’ and awarded $3.5 million in punitive damages on
Infineon's actual fraud claim.* Indéed, a finding of that sorc
supplied the raison d'étre for sustaining an award of attorneys’
[zes between the same parties in a2 malicious prosecution or falsze
imprisonment case under Virginia law. Thus, the award of
attorneys* fees is appropriate in the present fraud action because
“the injury is wanten or malicious and exemplary damages ave

recoverabie.” Kemp, 186 S.E. at 105, 32Re&s also Sperry Rapd, 447

F.2d at 1393,

" Similarly, in Advsntor Capital Corp. v. Ygary, 136 F.3d 1259
(10th Cir. 1598), in an action for fraud and abuse of process, the
Tenth Circuit allowed a plaintiff to regover its attornevs’ fees
incurred in a prior lirtigatien.

“ Pursuant to Va. Code § 8.01-38.1, the Court regduced that
amount Lo $350,000.900.
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To hold otherwise would effect an  inequitable result,
Contxary to Rambugs’ argument, Infineon was not insulated from the
fraud injury merely because Infineon prevailed on the patent
infringement aspect of this action, Infineon escaped one possible
harm which ¢could have resulted fxom the fraud - namaly, being found
liable for infringing the patents-in-suit after having made a
substantfgl investment iy research and development of its ﬁruducts
and gerting op manufacturing facilicies to produce the allegedly
infringing computer memory chip.'® Faced with that risk of harm,
Infineon had no viable Dptimn:nther than to have a law firm apalyze
the infringement claims made by Rambus before the litigarion began
and to help structura a defense to the litigation once Rambus
instituted this action. Turther efforts to reach a business
corpromise were essentially foreclosed when Rambus commenced
iqf:ingewent litigation here and in Gexrmany. Yet, the attorneys’
fees would not have been sustained (and the current dispute avoided
entirely} if Rambus had made the disclosures required by the JEDEC
policy because the JEDEC committee could have revised rhe standard,
Infinecn could have designed its products differently or Infineon
could have negotiated reasonable royalty rates from Rambus befors

it had invested in the eet up of its manufacturing lines (a factor

¥ Infineon remains exposed to possible claims of infringement
@f other Rambus patents, the concealmeng of the applications for
which were instruwmesnktal to the ultimate content af Lhe JEDEC SDRANM
standard. That exposure; tco, is an injury atctributable to the
fraud which ie to be remedied by injunction.
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which, of couvrse, injects strong adverse leversge into the

negotiating equacion).

To accept the ventention that Infineon has suffered no harm

simply because it prevailed on Rambus’ patent infringement accionm

would be co allow Rambus te secure a windfall from the fraud chat

the jury found it had committed.

1

Q. The Hogrr-Pennington Docrrine
Rambus contends that Infineon’s attoxneys’ Iees <annot ke
recovered in an action for fraud because the Noerr-Penninaton
doctrine protects a litigant’s First Amendment right to prosecute
lawsuits without fear of being Tequired to pay an adversary’s
litigation costs. See Eagtern R.R. Presidents Conference v. Noerr
otor Freight, Tng,, 365 U.S. 227 (1961); United Mine Workers of

Aperica v. Pennjington, 381 U.S. 657 (1®65)}. The doctrine, which

has irs foundation in the First Amendment, protects the rights of
bersons to petition the government legislatively, judicially or
administrativaely because such action is constitutionally protected
speech apart from the motivation behind 4it. Id.

Rambus ralses this argument too late. *[T]he Npexx-Pennincoton
doctrine should be raised as an affirmative defense * Baygu Pleet,
Inc. V. Alexander, 234 F.3d 852, B850 (5th Cir. Eaﬁﬂ}, cexrt. dgnigﬂ

U.5s. o 121 S.Cr. 31228 (2001). See also Acoustic Systems,

» 207 F.3d 287 (5th Cir.z2000) (same).

c . V. T

"Generally, a& party’s failure e raise an affirmative defense in

q4
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its first responsive pleading results 1n waiver.” BRavoy Fleet, 23;
F.3d at 880. However, there are limited exceptions to this rule
when the failure to raise a defense would net result in unfair
surprise or prejudice to the cthér party,

Rambus’ failure to plead che Noery-pPenzinghben doctrine as an

affirmative defense forecloses congideration of thal defense now
1

because Bo consider it at this late stage would be unfairly

prejudicial to Infineon a2nd therefore the i1ssue will nat e

considersd, =

d. Concluanion

Attorneys’ fees incurred as a direct result of the defendant’s
fraudulent conduct may be vecovered in an actien for actual fraud;
therefore the motion Eor JMOL on Count 10 on that ground is denied.
Hawving ccnclﬁdeé that each asserted infirmity in the actual fraud
verdict is meritless, Rambus’ motion for JMOL on Count 10 as to the
JEDEC atandard-setting process for SORAM. i denied.

D, The Actual Praud Verdickt As To Rambus’ Conduct Respecting

Tha JEDEC DDR SDRAMz Standard-Setting Process

Rambus challenges che jhry’s finding of liability for fraud

relating to the conduct of Rambus in the JEDEC DDR SDRAM standard-

sarting process because, according to Rambus, even if it had a duty

* Rambus first raised the issue when it was faced with a
motion for judgment as a mxtter of law near the end of a twe week
trial. This untimely assertion was unfair to Infineon and the
Court refused to consider it cthen as well.

15
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to disclsse, that duty was not triggered in connection with the DﬁR
SDRAM standard-setting until after Rambus left JEDEC. For that
reason, Rambug contends that the finding of fraud as to its conduct
in the DDR SDRAM standarﬂ-setting process is unsupported by the
evidence, As explained below, that contenticon is well-founded.

To begin, it is necessary to recall that Rambus attended its
last JEDﬂIC meeting on Decembher &, 1995 and that Rambus formally
withdrew from JEDEC by a letber dated June 17, 19%6. However,
JEDEC Committee JC-42.3 did not begin working on the standard for
DOR SDRAM until Deqember 1896, In 1958, Infinecnn first began
creating the design for the DDR SDRAM and, in 2000, began
manufacturing its DDR SDRAM. JEDEC published the LEOE SDRAM
standard in 2004.

Whather Rambus had a duty teo disclose patents and patent
applications relating to Lhe DDR SDRAMs turns on the record
respecting when Committee JC-42.3 first began work on the DDR SDRAM
standaxd. Th+..=: parties agree that the DDR SDRAM standard-setting
did not formelly sppear in JEDEC's item log of proposed standards
until December 19%6. The parties, however, digagree as to when the
duty to disclose was tyiggered, HRambus argues that the duky did
not arise until December 1926 when the standard was [formally
considered by the committee. Infinson, on the cother hand, argues
Chat the duty to disclose was triggered earlier than 1996 becau;se

certain “concepts*, which ultimately made their way into the DDR

15
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SDRAM standard, were discugsed while Rambus was & member of JEDEC.
Specifically, Infineon contendg that Committee JC-42.3 considered
certain technologies, such as dual edge clocking and on-chip
FLL/DEL {delay lock icnp}. as early a5 1992 and that Rambus
committed fraud ag to the DDR SDRAM bhacause thase technologies were
ultimate%y incorperated into the DDR SDRAM standard.

Thex""e was evidence to support Infineon's contention that JEDEC
members were obligated to make the requigite disclosure when
certain technologiez wers discussed at JEDEC meetings from 1952
through eariy 1996. FKowevexz, the Chairman of Committes JC-42.3,
Gordon Kelley, tesiified that the only formal time that the duty to
disclosa was triggered was during the balloting of a proposed
standard, in which 2 member was asked to declaye whether or not it
had knowledge of any patents or patent applications.: Kelley went
on to add, however, that he routinely disclosed patents held by his
empioyer, IBM, if he kmew, at the time a proposal was made, that
IBM had a patent relating to the new proposal. Yet, Kelley did not
testify whether this was his personal practice or an action taken
25 @ result of the JEDEC disclogure policy. Nor did Kelley testify
whether the duty ko discloss during a presentation on one standard
carried over to another etandard.

At trial, and during the post-trial meotions, Ynfipeon relied
primarily on the testimony of Reese Brown, a consultant to JEDEC,

Lo establish the exisctence of a duty to disclase during the time ar

47



el Cfy il e~ mbm | 1%

igsue. Brown testified about several presentations relating to
dual edge clocking and PLL/DLL that were made atr JEDEC from 1991 to
1886, He sceced that, in his view, a JEDEC member would have had
a duty to disclosze anf patent or patent application relating o
those dual edge clocking or PLL/DLL presentations. However, each
of the discussione to which Brown referred took place in relation
1

to the Eﬁﬁau_standardizatiﬂn effort, not ko the DDE SPEAM standard.
Significantly, Brown alsc testified that the disclosure dury was
triggered only if the “material is described a&s part of a
legitimate proposal that’'s aimed at a standard.” Infineon
presented no evidence demopnstrating that che dual edge glocking and
FLL/DLL technoleqy presentaticns during the peried 1951 through
carly 1996 were "zimed at” a DDR SDRAM standard. To the extent
that Brown's tastimony establishes Ehat patents or applications
relating t¢ thege technologiss should have been disclosed. the only
standard to which the presentaticns could have Leen made was the
SDRAM standard because it was the only standard under consideration
at the tipe.

Furthermore, Rambus showed, through the testimony of JEDEC
reprasentatives, that technelogy presentations could be made for a
variety reasons - sometimes they would be made with the aim of
standardizing the techrolegy and other times they .wauld be
presenced simply for informatiornal purpeses only. JE tThe

technology was presented for informations] ﬁurpases only, the
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presentation would not receive an item number from the committee.
Also, absent a winisterial mistake, presentations that were made
with the goal of eventually becoming inecorperated inte a standard
were éiven item nuwﬂaeré. The presentaticons in 13%1-1929¢ regarding
dual edge clpcking and FLL/DLL were Dot given item numbers Lo
become part of the DDR SDRAM standard.

k

Infdneon takes the view that the particular name ¢f a standard
should not be dispositive in determining when the committee bhegan
congideration of a technology. In its view, JEDEC standardizaticon
is 2 comtimuing effort, with each technology serving as a building
bleck £for later technolegies. Those contentions have merit.
However, well-taken or not, those points do not mean that JEDEC
gtandard-setting for DDR SDRAMs was underway when the Cechnoiogy
pregentationg at igsue were made.

Considering the record as 2 whole, Tnfineon has failed to
prove, by clear and convincing evidence, that, before the DDR SDRAM
standard-setting process actually began, Rambus had a duty to
disglose. Further, Rambus was no longer a member of JEDEC when
thart process began. The evidence on which Infineen pins its
c-:rntent.inn that the disclosure obligation existed before the
standard-setting process began does not gualify as clear and
cunvin-:ilng‘ In fact, Infineon relies almost exclusively on the
testimony of Reese Brown, and, although Brown tescified rhat, in

his view, a member had a duty to disclose at each of the technology
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presentations, the duty to which he opined is completely unrethered
Lo any specific proposal for a TDR SDRAM standard pending before
the JEDEC commitnee at the time., Alsd, at the time of cach of
those presentations, tge only standard under consideration was the
SURAM standard. That, considered 1in perspeciive nf Brown’s
testimvnﬁ that the duty to disclose existed onlf 1f the “"magerial
i=s ﬂescr;bed as part of 8 legitimate proposal that's aimed at &
standard,* makes the evidence toe insubstantial to be <¢lear and
cenvincing. |

Thus, although Infineon preved that certain technolegy
fsatures discussed during the SDRAM standard-setting process
ultimately found their way into the DDR SDRAM standard and that
those technologies were discussed at JEDEC meetings while Rambus
was present, Infinecn did not prove that thos:'discussiané were
tiéd to a standard-setting affort for the DR SDRAM. The resulting
evidentisry void requires the ceonclusicn thact, there being no duty
dis:ln::s: shown, Rambus 15 entitled to JMOL on Count 10 ingcfar as
it involves the assertion of fraud in respect of the DDR SDRAM

standard-setting process.

E. Punitive Damagep
In Virginmia, an award of punitive damages may not be made
absent an award of compensatory or nominal damages. Valley

Acceprance Corp, v, Glashy, 337 S E.2¢ 291, 297 (Va. 1985}). Rambus

centends that the punitive damage award must be vagated, because,
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as a matter of law, nominal domages cannot be yecovered for fraud

urder Virginia law."

*The vsual remedy in an action for fraud is to restore the
defrauded party Lo Che pasition he held prior te the fraud.-"

Murray v. Hadid, 385 $.E.2d 858, 504 (Va. 198%). In this actien,

e

bacause the Court granted JMOL in favor of Infineon ﬁn the
1

infringe;ent =lzim, and because tha Court struck Infineon’s

evidence of the amcunt of the attommeys’ fe&s as lacking in the

evidentiary predicate of reasonableness, the actual fraud claim was

submitted ta the jury for a finding of nowminal damages only. The

Jury raturnsd an award of $1.00 for che actual fraud.

It appears that Virginia ¢ourts have not dirvectly addressed
the issue whether nominal damages can support a claim of fraud,
Without direct guidance fxom Virginia courts, a.district COUrL MUST
predict what course the highest court of the state would choose in

this instance. Ses Byelick v. Vivadelli, 79 F. Supp.2d 610, &24

{E.D. Va. 1939). *“The fedsral court may base its prediction on
‘canons of cunstru&tiun, ragtatemants aof the law, treatises, recent
pronouncements of general rulez: or policies by the state’s highest
court, well considered dictz, and the state’s trial courc

decisions.’~ ¥d. (guoting Wells v. Liddy, 186 F.3d 505, 528 (4th

Cir, 1933)). Additionally, che court may consider any relevant law

' Rembug does not dispute that nominal damages can be the
bamis for punitive damages if nominal damages are properly awarded
on a particular claim.
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;eview articles and cases from other jurisdictions on the subjecg.
Id.

Az a thresheld mattér, it is worth noting that "{tlhe standard
texts and many cases state flatly thdt nominal damages are not

recoverablie and that actual damages are a necesgary element of a

frauwd claim.” Dumm, Recovery of Dapages for Fraud, § 6.1, pg. 254,

t
He ﬂlingrusser & Kgeton, Torts § 110 (5th Bd. 198%) ("Nominal

damages are not, awarded in deceit . . .7)."* Notwithstanding these
general pronousnicements, many courts have demonstrated an increasing
willingness to allow Eraud plaintiffs to recover only nominal
damages for fraud. See e.9. Mergey v, Davis & Perrvman Ipen‘l,
Inc,, 834 F.2d 922, 929 (llth Cir. 1987} {applying Alabama law};

Yallevy Prop, Inc. v. Strahapn, 5485 Se.2d 571, 581 (Ala. 1930});

Grantemr ¢ ’ £ n . ku 21 al Est

ori nc., 412 Sc.2d 949, 541 (Fla. App. 1982); Gismmapco v.

Giammanco, 625 N.E.2d 990, 997 (Ill. App. Ct. 1993}, appeal denjed,

638 N . E.2d 1115 (Ill. 1594); & anschel ewi r, hnsell

Bopello, 477 itzd 1224 (M.J. 1884); Reinah v, C . Y.

Kaorerskill Hotel <Corp., 5% N.Y.2d 4Bz (1983); Beavers v
lighters Realt I . 556 P.2d 1328, 1333 (Okla. Ct. App.

1976); Sands v, Forrest, 434 A.24 122, 124 (Pa. Svper. Cr. 1581).

The Supreme Court of Virginia has held that:

* Prosser & Keeton also state, however, that nominal damages
may “be awarded whexe there iz proof that actual damage has
occurred, but no proof as to the amount . Id_ at n. 2.
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laln award of ng_iggl_ﬂgmgg:; is appropriate
where Lhere is a lgg riaht to be wvindicated
agaipst an_  invasion that has produced neo

actual, present loss of any kind or whare,

from the nature of the case, sgme injury hapg
been ils to sh t

Smount
Count Promg. n v. Riogins, 45?_$.E,1d 356, 365 {Va.
1925) (emphasis acdded). Sem algc Nappe v, Angchelowitz., Barry,
agﬁglguﬂﬁiggngllg, 477 A.24 1224 (N.J. 1984) (“The award of nominal

damages is made as a judicial declararion that the plaintiffrs

rights have been violated'} {(guoting C. MeCormick, Hapdbook on the
Law of Damaues § 20, at 85 {1935)}. “Nominal damages are properly

awarded when, although the claimant shows significant harm, its
amount is not proved with sufficient gertainty to entitle him to an
award of compensatory damages.® Restatement of Torts (Second) §
207, ombk. ©.

Analysis of the iszuer begins with the recollection that, in
order to prove a claim f£or actuval fraud, the cumplﬁining pPARXLY must
show damage caused by the fraud.‘ gee Bryant v. Peckippaugh, 400
S5.E.2d 201, 203 (Va. 1991); Winn v. Aleda Copnstr. Co., 215 S.E.2d

153, 195 (Va, 1984). The key inguiry presented by Rambus’ argument

is: what constitutes “damage” to a fraud plaintiff.

Ramhus, relying op Lloyd v. Smith, 142 S.B. 383 {Va. 39528),
Cowmunity Bank v, Wright, 267 S.E.24 158 (Va. 19507 and Mugray v.

Hadid, 385 £.E.2d B2 (Va., 1285), egquates the texrm “*damage” to the

term “damages” and argues that, absent a showing of compensable,
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pecuniary damages, the damage element of 3 fraud ¢laim fails. To
support this view, Rambus extracts a f[ew guotes from these
decisicns and argues ﬁhat these snibbets of text show thar ﬁirgilnia
regquires a plaintiff té prave compensatory damages, or "pecunlary
loBs,” in order to recover for fraud. To the contrary, when read
in their fntireﬂy, the decisicons on which Rambus relies stand for
the prﬂpé%itian that the plaintiff must sustain an jipjury in order
to recover for fraud. The argument pressed by Rambus blurs the
distinction hetween the term ~damsges* and the term “damage.~”
"'‘Damages’ meang a sum of money awgrded Lo & person injured by the
tort of ancther.” TRestatement of Torts (Secondl § 502, Thus,
*[dlamages flow Erom an injury.” Id. at § 9202 cmt. <. Iin
contrast, “damage’ eguates with an “injury* which is “the invasion
of any legally protected interest of another.” JId. at § 7. 1In
order to prevail on a claim for fraud, Virginia law reguires neot a
showing of damages (although oftepn the “injury* consists of
“damages*), but rather a showing of an injury caused by decrimental
raliance on the fraud.

In Lloyd, the Supreme Court of Virginia began with the
[undamental observation that *bare allegations of fraud wall not of
themselves support an action for damages - the facts showing the
fraud and the resulting damage wust be alleged.*  Ig. at 3&7.
Howaver, the Courtf also mada clear thac *[n]laicther fraud nor damage

can be presumed, and the, allegaticn ¢f a mere purpose to commit
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fraud cannot ba made the basis of an action. The purpose must be

conzummated, the injury infliceed.” Id. Thus, a fraudulent intent
must be accompanied by an injuricus act. Id.

Rambus, however, fmse._s cnly those portions of the opinion
which discuss the well-accepted notion that pecuniary damages may
SuppoTt a cause of actim; for fraud as well. See id.. {(“Fraud
without iasult ing pecuniary damage is not a ground for the exercize
>f remedial jurisdiccion.“}. The decision, when considexed in
full, stands for the elemental propesition that £raud must be
accompanied by Ethe inf_li-:tioln of an injury and chat injury can be
manifested in various forms. For example, far from regquiring a
showing of compensatory damages, Lliovyd states that “the party
asking for [relief from fraud]l muat have been damaged or misled to
hig own hurt.* 14. {emphasis added). Admittedly, the next passage
confuses the jipsue gomewhat becausa the Court quotes an eguiby
treatise for the proposition that *{t)he [defrauded] party must
suffer some pecuniary logs or jipjury . . .7 1d, {emphasisz sdded).
That taxt, however, ig within a discussion about materiality of an
affirmative migrepresentation and ig not really a circumescribing
limit on the nature of fraud injury. In the end, Llovd articulates
the fundamental precepts: {a) that "a fraud which causes po injury
ls _ng egally cognizable,” and (b} that, cherefore, the

complaining party must show *“some losgs, damage, detriment, or

injury to him.~ Id, l(emphasis added}. Sge azisc Rilgen v

55 .



AUG B9 2B@1 1324 ER iU e e LR, L L

]
Carpepter's Adm’r, 21 S.E. 243, 245 (Va. 1895) ("The court does not

inquire wirh any care into the extent of the prejudice. it ig
sufficient if the parfy misled has been very slightly prejudiced -
if the amount is at all appreciable.*). Thus, Llovd teaches that
the damage component of a fraud claim requires bhe demonstratvion of
injury.

Likéwise, Community Bank v. Wright, 267 S.E.2d 158, 175 (Va.
198G) begins wich the observation that “(ain allegation of fraud im
the abstract does not dlve rise to a cause of action; it musc be
accompanied by allegaticon and proof of damage.” {citing Lloyd, 142
S.E. at 367). Copmmupity Bank, howaver, goes on Lo say that "“the
rule as to what constitutes damage, in any case, may broadly be
stated te ke that there is no damage where the position of the

complaining party 1s no worse than it would be had the alleged

fraud net been committed.* Id. {guoting Coovar v, Wesco Bldra,
Inc., 281 P.2d &69, &72 {1855)). Thus, if the complaining parky

¢an showW that he has been put in a worse position, even if that
injury is not quantified in terms of dollars, a claim for fraud can
be supported.

Rambus next points to Murray v. Hadjg, 285 S.E.2d4 898 (Va.
1889} to argue that ﬁraaf of pecuniary damages must ke shown to
egtablish a claim for fraud under Virginia law. It is true, as
Rambus states, that Murrary contains the statement that:.“in order

Lo recover undar a cause of action for fraud, a plainriff must
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prove damages which are caused by his detrimental reliance on a
defendant‘s material misrepregentation.” Id. at 903 ({emphasis
added} . Although that statement seems To reguire proof of
pecuniary damages, Lhé.ultimate holding in Murray is in no way
incongistent with the idea that “damage* for purposes of fraud
means injury. The Court denied recovery in Murray because the
plaintif‘is could not show that they were in a worse position due to
the frauwd: "In the present actionm, the Murrays did not &ctually
lose anything as a result of Hadid‘s fraud. are i he =
position im which they were prior teo the fraud.” Id. at 9204
{emphasis added). ‘That certainly does not distill inte the rule
that pecuniary damages are the gine gua non of a valid Iraud claim.
Additionally, im a recent opinion, the Supreme Court of
virginia, while not dirsctly addressing the issue, allowed a
finding of aétual fraud to =tand while vacating; in it entirsty,
the only award of compensatcory damages given by the Fjury to
compensate for the fraud., In Bershadex, 515 5.E.2d at 200, the
Court set aside the awazd of compensatory damages because the trial
court erred in measuriné the type of damagesz available for fraud in
that case. Neverthelass, the Court cﬁncluded_that the p;aintiffs
had proven by clesr and cenvincing evidance the elements neceassary

for actual and constructive frauwd. Jd. at 297. Considering that
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no damages {nther than the vacasted compensatory damages}'® wel;e
recited ag a basisz for the fraud findings and that the fraud
findings wers affirmed, as was =guitable relief in the form of a
negative easement, it seems racher clear that Virginia law requires

that the “damage” element of a frauvd claim necegsitates proof of an

injury which can, but need not, be pecuniary “damages.”

Herei. Infinecn. certainly i= not ia the same position as it was
before rche fraud. Becguse Rambug wviolated JEDEC’'s disclozure
policy, the JEDEC committee adopted & standard which potentially
infringed Rambus’ patents. Infinson designed new products that
compli=d with the JEDEC standard, builet new manufacturing
facilities and besgan to manufacture those products. Thus, when
Rambus 2Asaerxted ics patenks against Infinecn, Infingon was in =2
worse position than it would have been had there been no fraud. 1If
Rambus had disclosed its patents, the JEDEC gtandard may have been
different, Infineom could have dezigned arcund Rambus' azgerted
patent xights or Infinson might have been able to negetiate a
reasonable royalty while it was not under the leverage of bhaving to
FIOCECt & vast i_nVEstment in new products and a new plant (a factor
which severely hampers any free negotiation). 1Instead, bacause

Rambugs rewained gilent, Infineon was put to the cheige of kpueckling

” The Supreme Court «f Virginia sustained an award of
attorneys’ fees hut, &s Rambus argues elsewhere in its JMOL motion-
gnd as this Court has found, that award was not a component of the
fraud injury claimed by the plaintifi; it was a prevailing parcy
award. ' .
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under te the exceedingly high royalty rates. being demanded ﬁy
Rambus or defending itself against the patent infringement suit,
Infineon understandably chose to defend its JEDEC compliant
products against chargés gf infringement. Therefore, it i3 in a
materially differeant position than it would have been if it were
not for the fraud committed by Rambus. . As a result, it paid
attarneyé‘ fees to Slater & Matsil to analyze the issues of
infringement and tc help outline a defense in perspeccive of that
anzalysis. Thie is an injury, ag to whick this proef fails to show
the amount, but it is an injury and may be addressed with an awazd
of nominal damages. See Town & Country Proms.., Ine, v. Riggins,
.457 S5.E.2d 358, 365 (V=. 1995);: Prosser & Keeton, Torks, § 110 n.2
{5th ed 1384) .2
‘Finally, there are strong policy reasons for allowing an award
¢f nominal damagés to censtitute proof of injury in support of a
claim far.actual fravd, which, of couree, is an intentional tort.
I the well-reasoned apiniuﬁ of Mappe v. Ans
£ RBonelle, 477 A.2d 1224 (N.J. 1984}, the Supreme Court ©f Hew
Jersey cogently explains the ancestry of the tort of fraud and why

it is appropriate te allow nominal damages to support this claim.

* Moreover, as explained in a separete opinion, the risk of
future litigation {(with the attendznt =normous exXpense) is apother
consequence of the fraud so subatantial that Infineon is entitled
Lo an injunction to protect against further infringement suits by
Rambus. The fraud also produced that ingquiry which warrants the
equitable relief of injunttion.

35
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The Nappe court cbserved that *whether [actual). damage is essential

to the existence of 2 causs of actien for a particular tort may

depend very largely upen itg ancestry in terms of cld procadure.~
Id. at 132% (citing H_,LPruﬁaer, Hapclbook on the Law of Ioxts § 7,
at 38) {4ch Ed., 1571})}). In Happee, the court gives & dekaziled
historical background of the difference between commnon law writs of
trespassiand tresgpass on the Ccase, Trespass “was considered quasi-
criminal in nature and wés the remedy for forcible, direct, and
immediate injufies to persons or preperty.” Id, at 1223, The
plaintiff was not required to prove actual damage “hscause invasion
of the plainfiffrs rights was regarded as the tovt in itself.” JId._
at 1228-2% {citing Prosser, at § 7T pgq. 28).
Conversely, traspass on the case developed as a supplemental
remedy to allow a pl%intiff recover for injuries occurring
- indirectly:
The classic illustration of the difference
involves that of a log thrown onto a highway.
If a perscn were struck by the log, crespass
would lie. If he fell over the leg as it lay
o the road, the astion would be on the case.

I1d, at 1323%. Trespass on the case actions normally required proof
of actusl dameges. Ig.

While the differences between the two forms of action have
largely been eroded, a distinction has remained as to the
requirement of damages. Id, There are “case’ actions which still

Tequire proof ©of actual damages, such as slendsx of title,
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disparagement of goods, and siander that is not pex sa; however,
gther "cage” actions have abandoned the common law distinction and
allow xecovery evern in the absence of proof of compensatory
damages, such az libel, =lander per se, nuisance and maliciocus
prosecution. Id., (citing C. McCormick, H ook Law _of
Damages § 22. at 89 (1%35)).

+ .

Hav{-!ng reviewed the rather arbitrary underpinnings of the
requiraments of common law, the New Jersey Supreme Court chose to
modify the common law xules because they wers no longer “fair and
equitable,” id.:

Although distinctionz based on common-law
write may onge have been appropriate, the
requirement of actual damage to sustain a
cauze of acticon for intenticmal torts no
longexr serves a useful purpese, at least
where a victim of an intentional wrong has

suffared some loss, detriment,” or injury but
iz unable to prove that Ne is entitled to

- compensatory damages. His risghts hav 2
invaded an he ul Eitled C
vipdi i n_=a W ina ma .
I ed, ir is diffi o justiF iecin

i da = 1R & Craspass actio d non
ix a  wi Il t W

intentjonal tort. We hold, therefore, Ethat

compansatory damages are not an esgential
elemenkt of an intentional tort commattad

wilfully and withour justification when there
1 o = gbtriment or _injurv, and that

nominal damagea may be awarded in such cases
in the abasence of cumpensatory damages.

Id. at 1229-30 {emphasis added and footnotes omitted).
A5 to the award of nominal damages for frand, the Nappe court

explained that, in addition te proving damage, the plaintiff must

=
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demenstrate scienter - that iz “knowledge of the falszsity of the
repregentation with rhe intent that the other party rely therecn.-
Id, at 1232. “éuch fraudulent conduct constitutes unfair dealing
wherher or not actualldamages are shown.” JI3. Similarly, the
NHappe sourt noted that neminal damagés are particularly appropriate
for inteﬁtional torts berause they allow exemplary damages to be
rccnvareé. Id, (*If no compensable harm is done even though the
defendant’s conduct is very wrongful, the normal admonitory
function of Lort law is not brought into play unless exemplary

damages are assessed.*} (quoting Note, "Exemplary Damages in the

Law of Torts,” 70 Marv.y.Rev,, 517, 529 (1957)).
The court in Happe, thus, joined the courts of other states

that *have refused to ke veonstrained by the cutmoded common-law
requirement fof actual damagesi and have sustazined acticns for
legal fraud when the plaintiff’sa injury was not compensable.” ld.
at 1232-33 (collecting caseg). Furtharmore, =some courts allow
punitive damages to be awarded in fraud actions when there is a
showing of injury, evenh without an award of compensatory aamages.
Id. at 1232 (collecting cases).

The Nappe court ultimately conclvded thar *[e]ven if the
person relying on the falsehnod were unable Lo establish actual
damages, he ghould be entitled to vindicate his rights threugh an
award of nominal damages and in appropriate cases to punish the

defendant. through an award of punitive dameges.* JId. at 1232,
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Bocord Commonwealth of Ky, Dep't of Agric. vy, Vinson, 30 5.%.3d

162, lss {Ky. 2000) ("compengatory damages are not an essential
element of an intantiun;l tort commicted wilfully and without
justification. The mere fact that no compensatery damages were
awarded te [the plaintiffs) does not mean that they did not have
compensable injuries.”). But see Dlison v. FPraase, 421 N_W.2d 820,
827 IN.Di 1988) {disagreeing with Nappe and holding that nominal
damages cannct be recoevered for fraud hecauvse frauvd requires =
showing of damagcs]-

Here, che jury’s verdict leaves no doubt Chat Rambus comnitted
intentional fraud, with the geal of induecing the JEDEC committes to
create a standard which used Rambus’ patented technology so that
Rambus could claim a rnyalty.un the sales of products made £o the
spacificarions of the standard. Rambus alse intended to sue to
enforce these patents, believing that the cost of litigation and
the rigk-of-loss factor would pregsurs manmufacturers into aceepting
licenses.? Infineon has suffered an injury as a result of that
fraud, namely that it has been forced to litigate the psatent
infringement suit after having expended ecngiderable funds to
create its products and manufacturing lines. The injury has been

provan, though the precize amount bas nhot. liominal damages are

2 The evidence at trial showsd that several manufacturers
{representing about 40% of the market) opted for that course.
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appropriate here, and they are suffirient to conscitute an injury

and to support punitive damages,

Thus, the motion for JMOL on the award of punitive damages in

Count 10 i= denigsd.

¥F. The Statute of Limjtations

Rarnl*.la next argues that JMOL should be granted because Che
jury errveneously concluded that Infineon’s claims were not barred
by the statubte of limitations. Section 8.01-249%(1) provides that

A causa of action accrues:

film actions for fraud oy mistake and in
actions [or reseigsion of contract for undue
influence=, when such fraud, mistake, or undue

influence is discovered or by the exercise eof

due diligence reasonably should have been
digerovered . . .

{emphaalis added). An action for fraud must be byought within twe

yeareg from the accrual of the cause ¢of action., Va., Code § B.01l-

2413,

In this action, Infineon f£iled its fraud claim in Januazry
2001. Therefore, in order to establish that Infineon‘s claim is
barred by the statute of limitatiens, Rambuz must prove, by the
preponderance of the evidence, that infinecn was on inguiry notice
of ite fraud claim as of January 199%. Rambus srgues that Infineon
was on inguiry notice at least &5 labte as 1997 as to wherher it had
& claim against Rambus for wioclating a JEDEC related duty. Rambus

relieg, in large pari, on the same evidence presented Lo support

G4d
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itg olaim that Infineon’a reliance on the omissions at the JEDEC

meetings was not reasonable.

The jury foeund that Rambus had not proved, by a preponderance
of the evidence, that fnﬁineun had reason to know of, or should
have discovered, Rambus’ violations of the JEDEC disclosure policy
oz of Rambua' efiorts’ te Jraff claims covering JEDEC's

]

standardizaticn work. Viewipg the evidence in the light most
favorable to Infineon, the noo-movant, the evidence shows Chat,
alchough Infineon axpressed concerng about the scope of Rambus’
patent rights, the deliberate gilence of Rambus at JEDEC commiltbee
meetings and ita disclosure of the ‘702 patent (a RDRAM patent) led
Infineon to believe that Rambus' cechnology did not cover JEDEC's
SDRAM standafﬂ. Furthermore, although Rambus repeatedly points to
its withdrawal letter from JEDEC as proof of inguiry notice, there
was no evidence presented at trial indicating that iInfineon ever
saw that letter or that Infinecn should have known that Rambus’
patents related to SDRAMs. in Iact,'the evidenre showad that
infineon had geen neither the letter nor the list of patents until
after thia action started.

Rambus had the burden to prove, by a preponderance of the
evidence, that, before January 1992, Infineon knew or should have
known of the Ffaects giving riée to its fraud claim. Rambus failed
to do se. The evidence presented at trial permitted the Jjury

reasonably to conclude (as it did) that Infineon did not know of

&5



the frawd, nor should it have suspected the fraud, before Rambus
asserted its patents against Infineon in the summer of 2000.

Hence, the motion for JMOL on that ground is denied.

Q. Jury Instructiom on Kingsdown

*There is no dispute among the cirguits, nor in [Federxal
Circuit] §urisprudence, that a judgment should be altered ‘because
of a wmistakea in  jury instructions only if the error was
prejudicial’ and that we must ‘leook te the entire jury chargs
to determine whether the instructions fairly stated the legsl
wrinciples to be applied by the jury.’"” Biodex r V. e

Bionedic I . 946 F.2d 850, 853 (Fed. Cir. 19%I) (collecting

circuit ecourt casea, including Welligaten v, Dagjels, 717 F.2d 932,
928 ({4th Cir. 1%83)). *“‘Diatrict c<ourta are ascessarily vested

with a great deal ¢f discretion in constructing the specific form
and content of jury instructions,” and they are not required to

*aceept all the suggested instructions cffered by the parties.’*

Eqergency Ope, Inc. v, Amerigan Fire Eagle, Ltgd,, 228 F.,3d 531, S3B
(4th Cir. 2000) {quoting Hardin v. skj Venture, Inc., 50 F.3d 1291,
1293-94 {4rh Cir.1$95)). "So long as the charge is accurate on the
law and does not confuse or mislead the jury, it is not erroneous.T”
id. {gquorting Haxdin, S50 F.3d at 1294). When a party alleges Lhat
Jury instructions are ilncoxrect because the court ?ailed tex give-a
requested instruction, the complaining perty faces "a two-fold

L]

Lask”: it -must both prove the Jury instructions read in their
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entirety were incorrect or incomplete ag given and then demonstrate
that the suggested instruction could have cured the error.*

Bigdex., 948 F.2d at 8s81.

Rambus c¢harges thﬁt the Court erred by failing to aive itg
reguested jury instruction hased on Kingsdown Medical Congultants
L;ﬂ*_x+_hglljszg;; BEX F.2d 867 (Ped. Cir. 1988). The propased

1
instruet i@:n sStated:

It is not impxoper Lbto amend or add patent
claims Intended to cover a competitor's
product about which the applicant has learned
during the prosecution of the patent
application, inrluding a continuation or
divigjional patent applicstion, provided that
the claims are supported by the original
patent applicaticn.

The Court, however, detexmined that the proffered instruction was
4 misstatement of the law as applied to the facts of this case and
would miglead the jufy. The Court agreed to give Rambus'’ pr&ffered
instruction, with the follewing additional limitation: “provided
that the added or amended claims are mot based on information
obtained by engaging in wrongful conduct,” Rambus rejected this
instructisn allegedly because it believed that the language would
have rendered the instructinﬂ incorrect and confusing to the jury.

Ramius contends that the failure to give its proposed
instructicn constituted prequdicial error because  the Kipasdown
instruction Hnulcli have eviscerated. Infineon's fraud olaam.
Contrary te Infineon's theory at trial, Rambus asserts. thaﬁ

Kingedown allows Rambus to add claims that would render other JEDEC

67
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participants patent infringers. Ses Kingsdown, B3 F.2d at 274
(“there is ncthing improper. illegal or ineqﬁitahle in filing a
patent application for the purposs of ebtaining a right to exclude
a known competiter’s product from the market; nor is it in any
manner improper to amend or insert claims intended to cover a
compelitors product the applicant’s attorney has learmed about
during th,ﬁ! prosecution of a patent application.”).

Infineon respaﬁds that the Jjury instruction was correctly
rejected because the instruction could have, and likely would have,
misled the Jjury to infer that, under the patent laws, iU is
acceptable for a member of a3 standard-setking body teo breach itz
duty cof its disclosure.? Thus, begause the instruckicn was not

tailored te the facts of this specific case, Infineon argues that

1 Df course, that iz not the law., See Wang Lzb., Ing, v
Mitzgubish] Blec,, 103 F.3d 1571, 1582 (Ped. Cir. 1%97) {affirming
a finding of an implied license based on equitable estoppel
because, when the patent holder was a member of JEDEC, “the entire
course of conduct” between the parties led Mitsubishi “to infer
consent to manufacture and sell the patented products.”); Stambler
¥. Dijebeld, Ige., 11 V.S5.F.Q.2d, 1709, 1714-15 (E.D,N.¥. 1988)
(holding that a patent holder who believed that a cerxtain
technology infringed his patents, but did not tell the standard-
getting body of which it was a member that his patent applied to
the technology under consideration, was eguitable estopped from
asgerting his patent because of his misleading silence}, aff’d 878
F.2d 1445 (Fed. Cir. 1989}; Potter Inst v, o Tech.
Serp., 207 U.S.P.Q. 783, 769 (E.D.Va. 1980) {holding that patent
holder was estopped from agmerring its patent when it participated
in a standards-setting oxganization and failed to inform thae
organization of its relevarl patent, in contravention of that
?;::?’B policy), aff:'d cn Jlaches ground, 641 F.24 190 (4th Cir.
These decisicns further underscore the arror in the E;nggdﬂ
inetrugtion propesed by Rambug.

6B
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rejection of the instruction, a= prﬂposeq by . Rambus, waﬁ
appropriate. See Duke v, Upireyal Ingc., 728 F.2¢ 1413, 1421 (4th
Cir. 1991) (“Abstract propositions of law stated te the jury
without regard to the factual circumstances are potentially
confusing . ") .

The first task is to decide whether the failure to give the
Eingﬁ_dmi'iinstructimn was error. It was not. Kip was
concerned with the unénfﬂrcsability of a patent based on
ineqguitable conduct before the PTC. The Federal Circuit heid that
the mere act of £iling patents to cover a competitor’s product was
not improper conduct and therefore could not be 2 basis for finding
ineguitable behavior Eefore the PTO.

Here, the issue before the jury was not whether Rambus behaved
inequitably before the PTIO by obhtaining. additional patent claims,
but instead whether Rambus committed fraud under Virginia law by
failing to disclose its panding patent applications to a standard-
sebting body, notwithstanding the obligation to do HD The
instructicn offered by Rambus would have been cenfusing to the jury
Pecause it gives the impression (as Rambus, no doubt, desired),
that, simply because it iz permissible under the patent laws to
obtain patents te cover a competitor’s product, that it is likewise
permissible to commit fraud that facilitates the abtaining of such

a patent. Rambus cited no decisicon, at trial or ewven now,

£9



FD o Sl Lo Z2h ee T e T e iaL Ly L el

in&icating that the Ripgsdown rule could be distorted in such‘a
fashion.

Maorsover, Lthe distipction eoffered in che Court’'s nroffared
version of the instruction is analogous to the exceptlon mentioned
in Kipgsgdown: ™[a]lny such amendment or insertion must comply with
all étatutes and regulations.” Einasdowpn, 863 F.2d at 874, That
text tea@ies that the instruction permitted by Xipasdown cannct be
based on information obtained by engaging in wrongful conduct
because that conduct ig in violatjon of the law of fraud, |

Because the instruetion was not in error, the motion for JMCOL
will be denied. Even assuning, arguepdo, that it was error, JHDL
is still inappropriate. Rambus argues that, because a properly
inetrueted jury could not have returned z verdict of fraud based on
the evidence, JMOL Iin its :Eav_csr is reguired. gSee Jaweshbury Corp.
¥, Litton Indus. Prods., Inc., 796 F.2d 1556, 1560 (Fed. Cir. 1985}
{(concliuding that the coonrk erred in instructing the Jjury, Cthus
making a grant of a new txial appropriate; however the appallant
requested JNOV, therafore the court would consider the evidence
under the proper legal! standard). Infineon respends that Rambus’
claim of prejudice 1s pure speculation.

Viewing the evidence through the legal srandard of Kingsdown,
JMOL would grill be inappropriate because the propriety of filing
amendments under the patent laws is a sepurate inquirylfrum the

fraud c¢laim. Even though Ravbus is allowed, at some general level,
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te drafe claims to cover a competitor’s product, it cannot do s
when that action would breach a duty it incurred as result of being
a member of a standard-setting body. The breach of that duty was
based on a failure to disclese pending patent applications, not on
Rambus rchoice to amend iks patents. Therefore, the proffered

ingtruction, if ¢given to the jury, wonld not have affected the

finding u& fxand.

II. DISCUSSION: MOTIOHN FOR NEW TRIAL
Rambus has moved also for a nhew trial under Fed. R. Civ, D,
59{a) asserting as the grounds for that motiom virtually the same

theeries advanced in support cf its motion for JMCL.

A, Standard for Motion for a Hew Trial

Pursuant to Rule 546(c),
{ilf the renewed motion for judgment as a
matter of law is granted, the court shall also
rule on the motion fer a new trial, if any, by
detarmining whether it should be granted if
the judgment is ther=after wvacated Qr
reversed, and shall specify the grounds for
denying the motion for the new erial.
Fed. R. Civ. P. 50{c){1). Rule %9(a), in turn, provides that a
motion for new trial may be granted “for any of the reazons for
which new trials hava heretofore been granted in actions at law.*”
“There is a significant difference between deciding a motiocn
for {IMOL] and deciding a motion for a new trial. The trial court

is prohibited from assessing the credibility of witnesses and
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weighing the evidence when ruling on a motion for [JMOLI.  #h

contrast, the trizl court can weigh evidence and assess credibility

in de¢iding whether t¢ grant a new trial.” alen V. ancks
Bd. of Supervigors. 769 F.2d 221, 226 (4th Cir. 2983). See also 9
Moora’s de ice, § 50.08[2] (3d. ed. 1598) (same).

v»Judgment as a matter of law may be granted only when no reasconable
jury cuuqi find for the nonmovant, but a motion far new trial may
be granted az Iong as the judge has the firm conviction that the

verdict is incorrect . Jd. The Fourth Circuit has explained that,
under Rule £9;

A new trial will be granted if (1) the verdict

i2 against the ciear weight of the evidence,

or (2) is based upon evidence which is falege,

or (3 will result din a2 miscarriage of

justice, even though thera may be substantial

evidence which would prevent the direction of
a verdict.

Cline v. Wal-Mart Storeg, Ingc., 144 F.3d 2324, 301 {4th Cir. 1998)

{intermal citations ocmitbed). See alsc Wvatt v, Interstate & Ocean
Trange. Oc., €23 F.2d 888, BZ1-92 {4th Cir. 198¢).

B. Motion For Hew Trial

To the extent that the new trial i= sought on grounds Chat
have been rejected in denying the motion for JMOL, the motion fox
new trial is denied for the measons given in denying the mutian'fﬁr
JMOL. Moreover, after assessing the credibility of the witnesses
and weighing the evidence, the Court is of the opinicn that the

verdict imposing liability, nominal damages and punitive damages

T2



for the actual fraud claim is certainly supported by the cledr
weight of the evidence and is not based on evidence that is false.
Indeed, a weighing of the evidence and assessment of ths
credibility of the witnesses leads the Court Eto firm conviction
that the fjury rightly, and on clear and convincing evidence,
decided the actual fraud claim as it concerned thra conduct of
Rambus ini‘ithe JEDEC SDRAM standard-setting process. The evidence
clearly and convincingly showed the exiatence of a dizglosure duty
that was intentionally violated by Rambus with the goal that
infineon, indeed all JEDEC; m;ambers, wonuld rely on itg silence in
constructing an SDRAM standard, with the result that proeducts made
1n compliance with it would infringe Rambus’' products. The
evidence showed clearly and convinecingly that Infineon reésqnably
relied on Rambua’ silence and representations in deciding to wote
for the JEDEC SDRAM standarxrd and in designing and manufacturing and
marketing its JEDEC-compliant SDRAM products. As explained
previously, Infinecon was undoubtedly injured by the fraud.
Further, the evidence clearly =and convincingly showed that
Rampus committed actual fraud wantonly and maliciocusaly and in total
disregard of the rights of Infineon and all cther JEDEC members by
coupling its deliberste, pervasive, long-term violation of JEDEC's
disclosure policy with its implemented strategy to take advantage
of its fraud by constantly using information (made known to it only

because it was a JEDEC member} to modify its patent applications to
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asgert claims which Rambus intended to cover tﬁe technology of £ Ha
JEDEC standard. And, it did all that s¢ that it could exact
inordinately bigh royalty rates from the manufacturers who were,
for the most part, the wvery JEDEC members who were cffended by the
£rau& of non-disclogure. Punicive damages are entirely appropriate
te ganciion conduct of that sort. Thus, there is no miscarriage of
justice biiallowing the thoroughly grounded actual fraud verdict to

stand and, indeed, to be implemented to the full extent permitted

by Iaw.

Nor does the Court harbor any apprehension about the valadity
of the jury’s verdict on the statute ¢f limitations. It is fully
supported by the evidence.

Laﬁtly, becauge Cthe Rambus’ proffered jury instruction based
upen Kingsdown Medical, 882 F.2d 867, was properly rejected and,
alternatively, because Rambus suffered no prejudice from the
failure to imstruct the jury pursuvant to Kingsdown Medical, the
motion for a new trial emn that ground is likewise denied.

Although the motion for JMOL was granted on the comstructive
fraud claim (Count 11), the motion for new trial is nonetheless
denied as to that count because the grant of JMOL was predicated on
a purely legal question. If the JMOL is reversed because of erroxr
in the decision that, as a matter of law, a negligent non-

disclosure cannot constitute fraudulent concealment under Virginia
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law, there is no need for & new trial because the esvidenct
otherwize fully supports a veydict of constructive fraud.®

As to the motion for new trial on the actual Efravd verdict
{Count 10) respecting Rambus' conduct in connection with the DOR
SDRAM standsxd-setting process, a new trial is in order if the
grant of JMOL on that issue is reversed. The avidence, ag recited
praviouslﬁi leaves the Court the "{irm gonvigtion that the jury
verdict was incorrect” and that the verdict was against the clear
weight of the evidence. The weight of Che evidence demonstrates
that Infineon failed teo prove that Rambus had a duty to diselose
pending patents relating to DDR BSDRAM because Rambus was not a
member of JEDEC at the relevant time in which the DDR SDRAN
standard was ﬁnder congsideration.

Thus, in the event that the grent of JMOL con the DDR SDRAM
standard is adjudged to he in eryox, a new trial should ke held as
Lo actuél fraud in respect of the JEDEC to the DDR SDRAM atandard-

getting. ™ Beecause Rambus has prevailed on its challenge to the

*} The constructive fraud claim would have tg be set aside, as
a matter of law, for the additional reason that construccive fraud,
under Virginia law, does not require proof that the fraud was
commibted wantonly or maliciocusly which, as explained in Section
II.C.6.¢, is the predicate for recovery of attorneys’' feesz as
damages under Virginia law. If that legal conclusion is incorrect,
then there still is nc warrant for a naw trial. '

* Although the jury verdict form asked the jury te specify
whether ite £raud finding related to the S$DRAM or DDR SDRaM
technology or both, the damage awards were not separated by
technology. Nevertheless; Rambus has agresd that, if the DDR SDRAM
fraud vexdict were set aside, it would not be necessary to conduct

75 : )



BG83 2081 19:30 R

R e S . ko

duty, it is not necessary to consider Rambus’ remaining challengas

te the frawd finding on the DDR SDRAH.

CONCLUSION
For the ressons get forth abeve, Rambus’ metion for judgment
25 a matter of law is granted in part and denied in part as

explained En the foregoing copinion.

The tlerk is directed to =zend a c¢opy of this Memorandum
Opinion to all counzel of record.

It is so CRLERED.

T 5, Glame

United States District”Judgs

Richmond, Virginia
Date: g&gﬁé za?mf

a new trial on damages because the finding of liability on the
SDRAM technology alone would suppeort the $1.00 in nominal damages
for actual fraud and $3,500,00C.00 in runitive damages. Eambus
acknowledaes that Infineon's proof at trial did not distingmish
between the two technologies for purposes of establishing damages.

Furthermore, Rambus doeg pot ask the Court for a new trial on
the issue of fraud as to the SDRAM srandard merely as a ¢conseguence
of a grant of JIMSL on the- ODR SDRAM standard, however, Rambus has
not weived its other grounds for the motion for a new trial.
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IN THE UNITED STATES DISTRICT COURT
FOR. THE NORTEERN DISTRICT OF CALIFORNIA,

HYNIX SEMICONDUCTOR INC,, et ol NO. C 0020805 RMW
Pleintifh, ORDIER GRANTING PLAINTIFFS' MC
FOR PARTIAL SINVDARY LTDGAE]
v. _ AND TENTATIVELY GRANTING
DEFENDANTS MOTION T STAY
5 NG [Re: Doeket Nog, 133 and 145]
’ 0 o4, in
Defendant,

Plaintiffs' motien for partial stmemery judgment ufnnn-‘mﬁngmeﬁtmhmd o No
9, 2001, along with dofoxdunt’s roquest for a stay. The court has read the moving mmd respond
paprrs end heard the argomist of counasl Fcrgmdm'mming.ndhmedbalaw,ph

| wotion for paytial saummary judgment is granted &nd dofendant's motion for stey is tentatively

gramted.
BACKLGROUND

Rambwus has asserced aloven peteats aginat plaintiFs, all of which stem Fom the sams
eriginal 1990 application’ Four of tha eloven patents wern asserted by Rambus agamst nfine

i patants in suit xwe: Unitad States Patent Nog, 5,915 lﬂi{'lDﬁpﬂtﬂﬂI}
5 954,31]4 m . 5,992,443 ('443 patant), & 032,114\ {214 patat g
gﬁ% para:uii 6,034,918 ?9 l:l IS 035,365 (‘365 patent), 6,038, 195&&5 atent), 6,06

QEPh

and 5,101, Slpn".*:nt} Purmant to the Joly 18, 2001

: 1
CRDER GRANTING MOTION FOR FARTIAL SUNMARY JUDGMENT

CO0-20008 RMW
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litfgation i the Bagtarn Dismict of Virginia, The Infinegn conrt consirued the patent eltim term
muhdh&ﬂﬁﬁg:ﬁm,didmtamaptﬁ::pmpmdm&mﬁmugmdbyknqhm mnd altimat:
cotered judgment nfm-mﬂingemmtinﬁvmufhﬁnmmmmuhd_;:hﬁn‘. Rammbus bas
zppealed to the Fedoral Cirewit. Hynix now socka partial suomary jrdgment on the basis af
collatrral estoppel, end Rambus seeks an order staying the litigaiion pending conchusion of the
appoad in Ifmear,
AﬂIul'ﬁﬁalmm:',Rmhusaz‘guﬁatbatﬂmmm:hnuldnm;mtplaﬁlﬁﬂ*mﬁnn,
premised as it is on collateral estoppe] arising out of the Virginia cowrt's olaim constrection, and
should instrad pimy the present litigation wnil the Fedaral Cirmuit decides the appoal in Ifizean.
Thux, Rambus’ request @ stay the present Ltigation, if granted, would prevent the potentally
neediens axpenditure of resouress in Axther litigation premiced an the comectuess of the Infneon
court’s judgment, There is a certain appesl to Rambua' arguenent, md the court balioves thet a stay
ﬁtybaapprnp:in:u. However, Bynix's produsts prosently stand under 2 cloud of infringsment
dllegations and it would ba wefhir to Hynix to stay the action without raselving the partial surmmery
judgment motion ‘Ihia,th:p:nd:nny of the appez] docs not provide a substantiel justification to
dm]hnhrﬂanyﬂx'amﬁmmdthammmndd:mmmeﬁmnfﬁumnﬁm.

- Tuming t the substance of the plaintiffs’ motion, Hynix socky partial mommary judgment of
non-infringement on ell assertad claims, m:ptuinimlzmﬂ;ﬁ of the '152 patent, on the basis that
collateral ecioppe! precindas Rambus from relitipating the claim construction and hifringement
insuss which it Btigated and lost in the Iofneor, idgation. Bymix focuscs un three claim termg which
were consiruad by the Infinsey eoart, one or more of which zppedrs in each of the 27 aseeried
represantetive clarme which are challenged by this motiog. Specifically, Hynix targsts tha claim
terms "bas,” "rmi&‘:qum"md"rmndcxtmdulmk.“en.nhafw&fnq:pminmurmmofth:
challenged representetive claims, either axprecsly or by dependancy, Sew Hynre's motion et 4 (chast
listing eseerted repoasentative claimg mnd the three claim terms),  Plaintiffs comtznd that the accused

Earthuy idmﬁﬁadlgrir:miaﬁvedaims.mnufﬂm% claivss m the pateats in suit Segvam
Eoulem Decl. 2 et Ex. A Fowever, nans ufﬂ::rq:rmmmﬁvunlﬁmsmﬁmﬁu‘ﬂmcﬁli
pataTts,

: : 2
ORDER. CRANTING MOTION FOR PARTIAL SUMMARY TUDGHEENT
¢ 00-200d BMW
TER
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1 | Hynix d=vices are commodity memery chipy designad to JEDEC industry standards and. for al]
2 Wmamnﬂmﬁnﬂmmmmmm&bswmmm&pﬂmwhﬁu
3 | Rambos’ patente. Tayler Decl P34, Accordingly, if the oleim constrivction determization i give
4 mhﬁvammﬂmdmdxdaﬁmmmﬁngumufmmmgﬁdmufm
5 [ patents in suit.
6 Collateral sstoppel bers & party from re-litigating m issue of fact or law that was decided in
7 | poier suit. Specifically, "collateral sstoppal it approprists coly It (1) the isque is idantical io ope
5 | decided in the Frat action; (2) the issuo was actually itigated in the firet action; (3) reschution of the
g { iseue was essantisl to & finsl judgment in the first action: md (4) pleixtifFhad & fall and faic
10| oppartizity to litigute the issus In the first action.” AB, Dick Co, v. Bizroughs Corp.. 713 F.2d 70C
702 (Fed. Cir. 1983) gort, demied, 464 U.S., 1042 (1984). The pacty invoking issue prechusion must
demonytraes that the identical issus wae fully litigated in a prior anit batwaeg the same parties o7
thedr privics, and that resalution of tha issuc was casentlal to the fjudgment in the rior st Ameen,
Iz, v, Gencties fnetinute, Joe., 98 F.3d 1328, 1331 (Fed. Cir. 1996), Sinea tho Supreme Ceourt's
Marknan decision and ity emphasis that clsim eonstruction ia a question, of Law, courts have
msﬁmdtﬂnlﬁmmtmﬁmdﬂtmmﬁmﬁnmhwsprﬂuﬁvuﬁbctinsuhmmm
involving the same disputed clsims Under the ssme dispitad pateats, TM Pateais. LP. Y,

ocnational Buginess Machtnes Clorn, 72 F. Supp. 2d 370, 377 (S.DN.Y. 1998Y, Abhott Tshs ¥.
Dey LE, I10F. Sapp. 24 660, 667 (ND. I 2000); se0 alzg PEM v Wells Flezs, e, 5 F.3d 514,
518 (Fed Cir. 1993) (sven bafore Markman, cott recopnized that clxim interpretations mmay have
prechusive effoct); but of,, Grege Childrans' Prods, v. Rezalo Inifl, 77 . Supp. 24 660, 663 (D, P
1999) (decliming ta apply collateral astoppal under the cinmimstancas thers presented). When
applicd to the present cirpumstances, theas factors compel the spplication of collateral sstoppel to
preclude Rembus from re-Htlgating i claim eonstmstion end infringement contantions,

First, the olsim construction issuss 2rs the same as those decided in the first action Thers is

1m@mﬁnﬁsmmmm“mqwmhfﬂWthﬂ}mdpm
were 4t idsne in the Virginia ltgarian, Thecs {5 also no dismute that one or mote of those same clamm
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tarms gppesr in ail but two of the asserted representative claims of the patents i suit hers xud tha
of the esseriad patents descend from the same crigizal application and have the seme, idantical
specification. Thus, fhere aypeers to be no dispute that the seme claim construction shonld be
gpplisd to sach of the trms, 1s it apean in cach of the cleven petents in suit’

Secand, the issucs werm actually litigated in the Virgimia action. There is no dispute that
Rambus and Infinecp vigoronsly tigated the elaim constrretion and infrivpement jenyes, inchadin
the throe ¢lairn tarme whioh gre the focus of Hynix's motion.

Thind, there is Hittle dispute that resolotion of the ¢laom sonsiruction issuss was necessary ¢
the fnal judgment i fhe Virginia acticn. In this regard, howevar, Rambus contepds in passing the
enlby claims 1 and 2 of the '263 patent and slafm 18 of tho *918 patent were the bexis of the Virgin
m—h&mmtdﬂmﬂhm@mgﬁhfhﬂfhedﬂmc&nﬁwﬁmdﬁmﬁmﬁm Ch
eatitlad tm sxtoppel Rarohas eitss no authority for its xrgument, and the court is not perauaded by
The Infinecy cowxt constaed all disputed ciaim tamns at issuo in that caae and cldm construction
was necessary prios to addressing infringmement. The claim construction dew=rmination was # foal
decigion fr purposes of collataral eoppel. Sco TM Patenis, 72 F. Sapp. 2d at 275-76.

Fourth, Rarnbus had & Al and fair opportanity to litlgate the claim congtruction icsues and
had overy fncentive to Litigats tha issues vigorously. The svidenocs offersd by Hyznix of the
mthﬁgﬂzﬁﬁpﬁmﬂhﬁsbumﬂﬂmﬁsmmﬁdﬂdnﬁNﬂM
oppoTmnity to lifigate the claim construction snd infringtnent issuss presented in that cass. Rimb
does not contend otharaice, -

Agcordingly, as an initial matter, the doctrins of callatetil estoppel in applicabls to proclud:
Rambus fom re-litigating the claim congruction md infring=ment issnas praviously litigated @ the
Infneon action, unless thers am substantial compelling reasops not te apply the doctone,

In this regard, Rambus' primary argument is that the cour! chonld rot apply the docmine of

2 Rambus cont=nds in ing that the court should not apply the Infigeon court'a claim
interpretation to the ssven pmh&:mﬁﬁpﬁmwézh' were oot &t {sgus in tha priee
litigation sitlon at 2. But, Rambus does not articulats any argament that any of the elaim
terzos are t0 be given more than one inteypretation in the alsven sesered patents,

4
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collateral setuppel bocznss it wonld be mufr o do o here whers the Infinegg eourt's claim
conPnetion was aoronsous. Rambos cantends that collateral extoppel is aq equitabln doctrine whic
i not to be applied autornxtically, and that it would be enfair for the cotqt to apply it in this case,
Rambus relies in part on Pgddage Fosicry Co, v, Shore® 439 U.S, 335, 331-32, 99 8. Ct. 645, 551-
52 (1979), m which ths Suprems Court canfirmed that the foderal cowrts bave broad disczetion in
deterrizng when the uss of offensive coilaieral estoppel* hould be allowed.

Hmhmﬁ.ﬁ-ﬁmﬁmhmmnﬁnmmﬁﬁmﬂmmﬂm eytoppal.
Rambus {3 effectively the plaintiff for purpases of the patent infringement claima, Rambus zsscitzd
serverzl of the patents against other defandants sud lost. Rambug iz now sesidng ta assert those sxme
patents, plis others, agalnst other defendanis whe oamifactare and sell aimilar mmoducts. There is
gvery Teesan to apply collatral estoppel here to preciuds Rembaa from relitigating the issue it once
iitigatad and Inat. Sge Blopder-Torsus Laby. v, Urdversity of 11l Found . 402 U.S. 313,91 8. Ct
1434 {1571) (sppropriate to apply collazral estoppel to procluds patent holder fram rmlitigating the
vaﬁditycfapatm:pmviouﬂyhaldim':ﬁd).

Rambus also scizes an 2 passage within Blegder-Tongme in which the Supreme Conr
suggested that collstern] estoppel may be appropriate where the first ;ourt "wholly fxiled to grasp
the techmice] ibject mattar and {xmes in Mt ” Opp.ﬂ34,£ﬁﬂgw 402 U.5. 313,
333,91 5. Ct 1434 (1971). Rambus, however, has failed to demomstraza that the Virginiz Court

1. Rmbmﬂsumﬁmcmmwhnhmcmmdxhnudmgwmﬁmweﬂmmam
claim construstion atext holdar, T7F. Supp. 2d
660, 663 {E.D.Pa. | ﬂuﬂﬁﬂdmmuﬂm.gmhahlzmm 3106, howaver, First, in
fhat case, ﬂthnughﬁ.amf: dmmcmﬂwhmwnmww&mﬂ:amﬁﬁmmgﬁtbrm

paraat holder, thapum: hojder ed on jm
In wmtmh:dnnmmupuﬂnmthzmﬂﬂml uldnctnnﬂ

Iunwu&'mtahtl]hagwmlfﬂn &gainst whom preclusion is could pot, es
ama.ttur law, have chtained review of the j 1 tha insidal action. [d at 564, cifing

Rsmmmtufludgmmemnd}ﬁlﬂ Here, , Rambug lost bath on claim congtruction
ind an mirmgement, and ﬂ:mﬂﬁ:nmacmaxpmundmﬁnmdnm;:ply

d, Dﬂ'mmvﬁmﬂ:_lmlmtn]rpnl pecore in roult-plainGi¥ cased, mesh 1 mass s, in

wh.chﬂmuﬁ:::glmnnﬂsmyntnn sidn' miil the singls defendunt {oscs 8 case, and then
to precinda rahhgannnnfth.:m Deafenmve collateral estoppel, by comirast,

mvu BS 2 Situgtion where 3 pixion (T )itigetas ity eletmg and lases and then selects another defandant

and antempts to relitizats thoss same jssu=e, Sge Parklans Hogary, 439 ULS. st 325-330,

3
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"wholly failed to gragp” either the technical subject matter or the issuss, snd a curaory Teview of t
memarandum decisicn doss oot sepport Rubus’ argument, Evmsn,itduﬁnutmm
fﬂrﬂ:i;mmmmﬁw_tb:mmmofmﬁummﬁmﬁugbeﬁmdﬁdﬁgwhwﬂmmtm

e thut mimg preclusive effect. Studisngesallechefi Kobls, b} v, LISX Corp. 675 F. Supp. 14;
186-87 (D. Del. 1987) (eiting case law); Lonisvills Bedding Co. v, Derfoct Fit fndus., 2001 U.S, Di
IEXIS 9529 (W.D. Ey. 2001, Junc 23, 2001) [Exh. F. to Decl, of van Kealen]. Reviewing tha
correctness of the first court's substantive decisions would dafeut the very purpeses underlying the
collateral estoppel doctrine.

Rarbos is correct, howeve, that tha somt has disereHon in dociding whsthar or not to apply
the doctrine of calluteral attoppel to 4 case before it. Under both Blonder-Tongus and Pgklzre
Hoglery, the court hag some diseretion ta decling to zpply the dootrine af collararal sazoppeb—yuch a
whees the party egntinet whom the estoppel i5 sought did pot have the motivation to Sully Htigats the
issus, pricr inconsistant judgments exiar, or procsdaral opportimities, such as discovery, e now
availahle that were aot available in tho prior Btigation, or oven whars the poor court wholly Falled to
gragp the technical subject matter and igsurs in suit. Blogder-Tongue 402 US. at 333; Pgklare
Spgery, 439 118, ar 331-32. None of thess cireumetancss ars pradept hare, however, and it would
not be wnfar ar inequitable to spply the doctrine of collatars! estoppal in the present casc.

Havmg reviewed the recard, the court finds that it is appropriste to apply collaterzl esoppel
i this case, Thearefrrs, the ncon court's clam intoprotation of the claim terms "rug®
"reac/request” and "second exrernal clocks™ will be binding in this ltigation with regard ¢ the ‘263,
'804, 214 and ‘318 patents, each of which were asserted In the [nfinson lidpation. In addition, there
&ppears 1o be bo good reason why the seme clam intametation would not be adopted in each of the
relatad patumts in guit. Therefore, the court Snde that the Infipeon court's claim congtrction fior the
three claim terme identifisd by Hynix will be given collatrrzl sstappel effect in sach of the patents
assxind in the present Ltigation,

Finally, Rambus srgues that oven if the cotrt were to apply solleteral estoppel, 3 would be
hﬂpﬁupriﬂahgtﬂpuﬁalmmmjuﬂgmmufmn—inﬁhgmmbm:Hmmm

- ' +]
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ﬂ&ﬁﬂﬁﬂiﬁmﬂdﬂmmmﬂﬂrﬁﬁemﬁnﬁh@ghﬁ;ﬁmm
sy fudgment of nom-infriugemen: should be granted. In &0 arguing, however, Rembus {gna
its burden in opposing mmmeary judgment an a claim spon which it will bear the burden of proaf
tal Under Cslotex Corp. v, Catratt, 477 U.S, 317, 325, 106 5, Ct 2548, 2554 (1986), ix arder w
dafeat a maton for summary judgmment whers the nop-moving party bears the brrden of proof at
trial, the Ron-moving party must come forward with suficint evideace from which a peasonbls
Jury counld rule in its fvor, Here, Rambus' showing is wholly inadequate: Rambus offers no
evidsuce whatsoever that the Hynix devices infrings any of the atsertad patents, and relies instesd |
two short pamagraphs in it epposition bdef Having filed to carry ita berden of caming forwand
with suffici=nt evidercs fom which a reasspable oy could fnd In ftv favor on its infringement
allsgutions, partial summary judgment of non-infin genert is appropriats on all bot two of the

Finally, mttrming to the fseur of whether or not to stey this action, the court is tentaivaly
inclined to gramt the roquasted stay, From a review of the papers presanted to the caurt, it sppears
that the pregent ifigation is third in line behind the Jufneop litigation in Virginia and the Mizen
litigaticm in Delawars, All three agtons sppesr to ariso oot of predominantly the same facts: varow
Rarnbus patenin that stem back to the same initial patent spplicetion and Rambny' participstion in
TEDEC amd jis alleged Srilnre to diseloss its patenie or pxtent applications, Thil, it sppeats that
Hynix's antitrogt cleims, breach of contract clatme, fravd claims, and infsir competition claima are
Wi premised in largs part en facts that have besn, or ars being, litigated in tha asrier Fafingep and
Micmop ectiong. Additionelly, meny of the same patent infrimgement, nowinfinganent, validity end
enfiurceability issues overlap in the three actions, Mereover, it does not sppear that there aro any
whally independent claims ar issnes prosented in this Htlgation that are not raised in sither the
Infingon or Migma actions, L.e. claims that would b completaly unaffocted by decisicas rondered i
the two other actions _

Accordingly, in order to progerve judina] scoromy and comity, to avaoid tha potentially
wnnecesgary duplication of effort and expespdinge of resources, and to avoid potentiel inconsistent

.

CRDER (R ANTING LTITON FOR PARTIAL SUMBARY JUDOMEMT

C 02000 AW
TER
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findigs, ft ia appropriats o ftay this action. Tha comt, however, is inclined to stay the Etigetiar
only upan the fullowing conditions:

1 Dreing the pondenoy of the stay, Rambus shail not assert any patents that may issos
relating to JEDEC complimnt memory devices which ptes from the ariginal "S53
appiication fled in 1999, meludmg (ar in addition o) tha Goes paterts which Ramb
has notificd Bynix have bean allowed and may som issus (zeq Opposition Brief st 2
ni)

2. - Rambus shall waive any damages aceruing during the pendancy of the stay 2 to
claima 12 and 16 of the "152 patent and agry new patents that issus stenming Som th
grigimal ‘258 application, :

3. Fambres hall produce to Hynix whatever documants and written discovery it
produces in the Ncrom action, axcept for any such discovery, if any, which relatas to
confidetizl or proprietary infoqmetion partarmieg to Micron; and,

4. The partiza shell have the obligetion to kaep the court informed as to the stata of the

The parties are dirscted to file letter brjefs, not to sxceed five pages, dirceted to the issus of

the propristy of the conditional stay set forth sbove, as well as to the question of whether thare are
any issues presented in this itigation that are wholly vmatfected by sither tha [oSneon or Migron
ORDER
For the reasons et frth above, and for good cause sppesring, plantiffs' motion for partal
sunmmary fodgment is GRANTED. Based on the dectrins of collateral estoppe] and tha claim
camgtruction and non-infringament dstearminations mads by the distrist court for the Eaxten Dictrict
of Virginis in Rembms v, Iofincen Tectmologies, tha court hereby grants summary judgmensrt of noz-

mnfringement to plaigtiff on the following patsnts and claims:
Clairos 31, 34, 35 and 40 of United Statss Patant No. 5,915,105;

Claimna 11, 17, 18 and 15 of United States Patent No. 6,038,155;

- 8
ORDER, GRANTING MOTION FOR PARTIAL SIDMMALY JUDGMENT
C00-20605 RMW
THR .
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Claima 15, 18, 25 and 25 of United States Patent No, 6,032,214;
Cleims 1, 2, 3 z0d 4 of Urtitad Statmg FPatent No. 5,563 263;
Claims 1 and 4 of United States Patent No. 6,035,365,

Claims 1, 3 and 6 of United States Patrpt No, 5,995,443;

Claimu 35 znd 38 of Uttited States Patent Ne, 6,067,592;

Claims 18, 24 and 33 of Tnited States Patent No. 6,034,918; snd,
Claim 14 of United States Patent No. 5,101,152 .

IT [8 FURTHER ORDERED thst the partiss shall file and serve otter briefs dirocted i tha
eonditfonal stay iasues 25 set forth sbove, Rambus shail fle and sarve its Jetter brief within ten
calepdar days of the date of this amder. Hymx's responss letier baef shail be fled and served one
sreek thareafer, There shall ba no reply brief. IT IS FURTHER CRDERED that this case ig
termporarily stayed an afl other isguss pending 4 fins] decigicn oz Rembus' say request.

DATED:__ {7 fa t/e¢ 227
Uaited States District Tudge
5
CERRER, SRANTING MUTICN FOR, PARTIAL SITAMMARY JUDCALRNT
0020005 Ragw

TER
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6
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. ~IN THE UNITED STATES DISTRICT COURT
9 FOR THE NORTHERN DISTRICT OF CALIFORNIA
10
11| EYNCE SEMICONDUCTOR INC., etal NO. C 00-20905 RMW
12 Plainnffs, ‘| ORDER STAYING ACTION
i3 | [Re Docket No. 145]
4] RAMRAUS INC
15 Defendant.
16|
| 17 On November 21, .2{}[}1 the cowrt issued zn order granting plantifs' motion for partial
18 summary jndgment and tentatively granting defendant's motion to stay, subject to c::rta:.n mndmnus
19 X The court solicited further briefing from the parties on the propriety of the -:.nndltmnal siay set forth
20 || in the order. Both partiss fled letier briefs, with Rambus accepting the conditional stay and Hynix
.21 | opposing it. Having considered the parties' latter hriefs and for the reasons set forth in the prior
22 || arder, defendant's motion to stay is GRANTED as follows:
23 In order to preserve judicial economy and comity, to avcid the potentially unnecessary
24 | duplication of effart and expenditure of resources, and to avoid potential inconsistent findings, IT IS
25 | HEREBY ORDERED THAT THIS ACTION IS STAYED PENDING FURTHER ORDER OF THE
26 ]| COURT, an the following conditions:
27 " 1. - Duing the pendency of the stay, Rambus shall not assert against Eiynix m}rpal:snts
22

ORDER STAYING ACTION
C 06-20905 RMW - :

TER




: that may issue relating to JEDEC-compliant memory davices which stem from the -
2 orignal 838 application filed in 1990, including (or in addition ta) the three patens
5 which Rambus has notified Hynix have been aliowed and may soon issue (ses
4 Opposition Briefat 2 n.1};
5 2. Rambus shall waive any damages accriing during the pendency of the stay as to
5 claims 12 and 14 of the ‘152 patent 20 any new patents thar issue stemming from the
TL | ' | origina: '898 application; .
g 3. Rambus shall preduce to Hynix whatever documents and written discovery it
B produces in the Mjcron v, Rambus action pending in the District of Delawars, sxcept
H for eny such discw:fy, if any, which relates to confidential or proprietary informatien
11 pertaining to Micron; and,
12 4. The parties shall have the obligation to keep the court informed as to the status of the
13 Iifmeon and @Iﬂ_ﬂ actons. .'
14 Nothing within thus order shall be interpreted to require a stay of further hitigation or
15 { Proceedings by Rambus in the vasious pending Europezn actions.

16 IT IS FURTEER ORDERED that this matter is hereby sat for further cise management

17 || cenference on June 21, 2002, at 10:30 am.

184

19 DATED:; (2 /e ? SLeTiatdett T, ﬁé
RONATLD M.

20
Unitcd Siates District Judge
21

22

CRDER STAYING ACTION
C 0020905 EMW
TER
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

MICRON TECHNCLOGY, INC.,

)
)
Plaimify, )
)
v. } Civil Action Wo. 00-T92-RRM
)
RAMBUS INC., ;,
]
Defendant. }
NYIN RON'S MOTION EQR SI'M [ENT ON
TS FRAUD ABLE ESTOP : N TAIMS
NYT 'S MOTIO I EAL

RAMBUS v, INFINEON :
For the reasons discussad in the court’s opinion of this date,

IT IS HEREBY ORDERED that :

L. Plaintiff*s Motion for Summary Judgment en its Claims for Fraud,
Equitable Estoppel, and Unclean Hands {D .. 400} is denied.

2. Defendant’s Motion for an Immediate Stay of this Action pending

Resolution of the Appeal of Rambus Jpe. v. Infineon Technolopies AG

{0.1. 392} is denied.

3 Following the Federal Circuit’s resolintion of the Infinzun sppeul, ihe
parties shall petition the court for a new tria date. As a condition of
delaying tnal, Rambus shall not file additional actions against Micron
alleping that Micron’s JEDEC-compliant products infringe Rambus
patents, including the patents-in-suit or other relaled patznts that claim
pricrity from the "898 application. Furthermore, Rambus shall agree to stay
all actions, except for the suit in Germany, curtently being prosscuted

against Micron.

UNITED STATES DISTRICT JUDGE

Dated: Febroary 27, 2002



FROOF OF SERVICE BY MAIIL

[ am empioved n the County of Los Angeles, State of California. [ am sver the -

age of 18 and not a party o the within action. My business address is 355 South Grand Avenue,

Thirty-Firth Floor, Los Angeles, California 90071-13560,

On March 13, 2002, [ served the foregoing docurnent deseribed as Letter to the

Honorable Ronald M. Whyte on the interested party in this action by placing wue capies thereo

enclosed in sealed envelopes addressed as follows:

" Theodors G. Brown, Il Counsel for plaintiffs
Townsend and Townsend and Crew LLP :
374 Lytton Avenue
Palo Alto, CA 94301
Patrick Lynch Counsel for plaintiffs

Kenneth R, O°'Rourke

O Melveny & Myers LLP
400 South Hope Strect

Los Angeles, CA 90071-2899

Kenneth L. Nissly Counsel for plaintiffs
Susan van Kuelen

Thelen Beid & Priest LLP

333 West San Carlos Street, 17th Floor

San Jose, CA 95110-2701

1 declare that | am employed in the office of a member of the bar of this colit at

whoze direction the service was made.,

Exgcuted on March 13, 2002, at Los Angeles, California.

[AD8355.1



IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

MICRON TECHNOLOGY, INC., )
Plaintiff, ;
V. i Civil Action No, 00-792-RRM
RAMBUS INC,, g
Defendant. i

MEMORANDUM OPINION

Frederick L. Cottrell, LI, Esquire and Jeffrey L. Moyer, Esquire, Richards, Layton &
Finger. Wilmington, Delaware; Fred H. Bartlit, Jr., Esquire, Bartlit Beck Herman
Falenchar & Scott, Denver, Colorado; Marthew D. Powers, Esquire, Jared Bobrow,
Esquire, Weil, Gotsbal & Manpes LLF, Redwood Sheres, California; Bruce R.
Genderson, Esquire, Williams & Connelly LLP, Washington, D.C.; Richard L. Rosen,
Egquire, Arnold & Porter, Washington, D.C.; counsel for plaintiff.

Mary B. Graham, Esquire and Rodger D. Smith, Esquire, Mormis, Nichols, Arsht &
Tunneil, Wilmington, Delaware; John Allcock, Esquire, James W_ Cannon, Esquire,
David Pendarvis, Esquire, Sean C, Cunningham, Esquire, Edward H. Sikorski, Esquire,
and John M. Guarangna, Esquire, Gray Cary Ware & Freidenrich, LLP, San Diego,
California; Gregory P. Stone, Esquire and Andrea J. Weiss, Esquire, Munger Tolles &
Olson, Los Angeles, California; counsel for defendant.

February 27, 2002
Wiltmngton, Delaware



McKELVIE, Distnict Judge

This is a patent and fraud case. Plainiiff Micron Technology, Inc. is a Delaware
cotporation with its principal place of business in Boise, [daho. Micron is a manufacturer
of semiconductor memory products, including dynamie random aceess memory
(“DRAM™) computer chips. Micron manufactures the two most common types of
DRAM, synchronous dynamic random access memory ("SDRAM"), and the later
developed double data rate SDRAM ("DDR SDRAM™).

Defendant Rambus Ing, s a Delaware corporation with its principal place of
business in Mountain View, Califomnia. Rambus is a technology company that designs
computer memory systems and then licenses them to manufacturers such as Micren. -
Rambus is the assignee of U.S. Patent Nos. 5,':;1115,105 {the "105 Patent), 5,953,263 (the
"263 Patent), 5,954,804 (the '804 Patent), 5,995,443 {the '443 Patent), 6,032,214 (ihe
'214 Patent), 6,032,215 (the "215 Patent), 6,034,918 {the "§18 Patent), 6,038,195 (the
*195 Patent) (collectively, the “Rambus Patents™). The Ramhus patents all derive from
one appiication, U.S, Patent App. No, 07/510,898, filed Apnl 18, 1990. Rambus is aiso
the owner and licensor of a proprietary type of SDRAM chip, known as Rambus dynamie
random access memory. ("RDRAM™) chips,

On August 2§, 2000, Micron filed its complaint in this action, alleging that
Rambus committed fraud by failing to disclose its patents and patent applications to the

Joint Electron Devices Engineering Council {“JEDEC™), a2 semiconductor industry



assaciation of which both Micren and Rambus, for a ime, were members. JEDEC
develops industry-wide technical standards for DRAM and other products and, according
to Micron, requires its members to disclose their patents and patent applications to the
orzanization to prevent unknowing standarﬁizaticm of a patented technology. Micron
asserts that Rambus defrauded Micron and other JEDEC members by failing to disclose
its pending patent applications concerning fearures being considered by JEDEC for
incorporation into SDRAM and DDR SDRAM indusiry standards. Micron asserts that
after JEDEC adnpte,d. its standards, Rambus then sought exorbitant royalties from
manufacmreﬁ like itself that produced JEDEC-compliant chips and not Rambus’s
RDRAM., Micrnn*s-claims include monopolization and fraud. It also seeks a declaratory °
_judgment that the Rambus patents are invalid, unenforceable, and not infringed.
Following the denial of Rambus's motions to disrniss on January 2, 2001, Rambus
answered Micron's complaint and asserted counterclaims that Micron's SDRAM and
DDR SDRAM products infringe the Rambus l.;.:atents.
Micron’s suit against Rambus in this court is not the only action relating to
Rambus's DRAM patents and its involvement with JEDEC. On August 8, 2000, Rambus
sued Infineon Technologies AG, another SDRAM manufacturer, in the United States

District Court: for the Eastern District of Virginia (the “Virginia court™). Sge Rambus inc,

ijnﬁ_ngmﬁcmglggjﬁ_&ﬁ, Civil Action No. 3:00cv5324 (E.D. Va.) (“Infineon”).
Rambus asserted Infineon's JTEDEC-compliant SDRAM products infringed four of its



patents, including the 263 patent, the '804 patent, the '918 patent, and the *214 patent,
all of which are asserted by Rambus against Micron in this action. Infineon brought a
fraud counterclaim sinrular to Micron’s fraud claim in this case. Following the Virginia
court’s 1ssuance of a claim construction opinion dated March 135, 2001, the parties began
trial on Apnil 23, 2001. At the conclusion of Rambus's case in chief, the Virginia court
granted judgment as a matter of law of non-infringement to Infineon. On May 9, 2001,
the jury refurned a special verdict finding Rambus had committed actual fraud by not
revealing its patent appliﬁatinns to JEDEC.

Following trial, the Virginia court everturned the jury's verdict of fraud as to DDR
SDRAM features, but upheld the jury's verdict as to SDRAM features. Rambus, Ing v. -
infineon Technologies AG, 164 F. Supp. 24 743 (E.D. Va. 2001). The SDRAM features
include a 2-bank design, éxtamally supplied reference voltage, phase lock loops (PLLs),
programmable CAS latency, and programmable burst length. The court found that
Rambus was a member of JEDEC while these features were considered for
standardization and that the jury’s verdict on fraud as to these SDEAM features was
supported by the evidence. Id. at 765. In contrast, the Virginia court found that Rambus
jeft JEDEC before it had an obligation to disclose patent applications on the two DDR
SDRAM features, ¥dual edge clocking™ and “on-chip BLL/DLL.” Thus, the Virginia

court concluded Rambus violated no duty to JEDEC and its members as to DDR

SDRAM. Id. at 767.



Micron seeks to apply the judgment of the Virginia court and jury 1o issues in this
action through the principles of cnllatéral estoppel. On June 18, 2001, Micron filed a
metion for summary judgment of non-infringement of the Rambus patents, arguing that
cotiateral estoppel requires this court's adoption of the Virginia court’s ¢laim
construction and non-infringement judgment. On September 3, Z001, Micron also moved
for summary judgment on its fraud and equitable estoppel claims, and 1ts unclean hands
dafense,’ similarly seeking to apply the collateral estoppel effect of the SDW fraud
judgment in the Virginia court to this action. Micron suggests the court grant its
summary judgment motions and i:rrnceed to mal on the remaining issues in the case,
including its claim Rambus committed fraud on JEDEC as to the DDR SDRAM
sfandards.

On August 24, 2001, Rambus filed a motion to stay this action pending appeal of
the [nfineon judgment to the United States Court of Appeals for the Federal Circuit. The
Federal Circuit has scheduled expedited briefing of the appeal and the final brief is due -
March 15, 2002. Rambus argues a stay 18 necessary while it appeals the claim
construction and fraud verdict in Infingon because many rulings in that case were
i.ncc:rre,ct, Rambus wamas that proceeding to trial in this action before those rulings are

corrected on appeal will only compound the Virginia court’s error.

"While unclean hands was not asserted as 2 claim per se, Micron has offered it as
basts for its claims seeking a declaratory Judgment of invalidity and unenforceability of
the Rambus patents,



The court heard oral argumen on Micron's summary judgment motions and
Rambus’s stay motion during a series of teleconferences and in court on August 1, 2001,

September 27, 2001, October 30, 2001. This is the court’s decision on those motions.

L. FACTUAL AND PROCEDURAL BACKGROUND

The court draws the following facts from the pleadings and the affidavits and
documents ;s.ubmirtad in support of, and in oppesition to, the parties” moetions.

A.  Facts Elleged by Microg

JEDEC is a semiconductor mdustry association that develops industry-wide
standards for various technology products, including DRAM. Micron alleges in its
complaint that members of JEDEC are bound by a disclosurs policy that requires them to
disclose any patents or patent applications that might relate to the standards JEDEC
considers for standardization. .The purpase of this policy is to prevent a member from
cbtaining patents on the industry sté.ndard. JEDEC began considering industry standards
for SDEAM as early as 1991.

Rambus was formed in 1990. It filed the "898 patent application on Aprl 18,
1990. The PTO determined that the '898 application contained 11 independent
inventions and required Rambus to select one to pursue on that application and permitied
it to file divisional applications for the remainder. Rambus eventuaily withdrew the "898

application, but has filed many continuation and divisional applications beginning in



1992 that use the specification of the "898 application and claim prionty from it. Micron
contends at least 2§ U.S. and foreign patents that claim priority from the "898 application
have been granted. -

Rambus joined JEDEC in 1992, and its officers and employees attended and
participated in JEDEC meetings. Micron alleges that Rambus fziled to disciose to
JEDEC its *298 application and the many related patent applications it has filed.
According to Micren, Rambaus filed numerous patent applications, claiming priority from
its original "898 application, that purport to cover JEDEC s SDEAM and DDR SDRAM
fratures. Micmn contends that Rambus filed these applications throughout its
membership in JEDEC and that it continues to do so. Furthermore, Rambus allegedly .
informed JEDEC that its patents refated to Rambus's proprietary RDRAM chip, and not
the SDRAM or DDR SDRAM JEDEC standards.

Rambus withdrew from JEDEC in June 1996. In its withdrawal letter, Rambus
listed some of its patents and patent appiications, none of which concerned SDRAM or
DDR SDRAM feanuges, ﬁicrun alieges that despite its contentions to the contrary,
Rambus continued to seek patents over SDRAM and DDR SDRAM features after
leaving JEDEC and that it be:ga:.'J asserting those patents zgainst DRAM manufacturers in
Junuary 2000. According to Micron, Rambus offered to DRAM manufachurers a non-
negutiabiﬁe licensa covering the Rambus patents on exarbitant royalty terms. Micren

asserts that Rambus pursued this pilan in an attempt o0 monopolize the DRAM market by



foreing DRAM manufacturers to produce either RDRAM or pay exorbitant rovalties to
produce JEDEC compliant SDRAM and DDR. SDRAM.

Micron has stated that it believes Rambus’s patent policy is motivated by the
decreased use of RDRAM in computers and the increase in expected use of DDR
SDRAM. In 2001, SDRAM compnised 77% of the DRAM market, whilea DDR SDRAM
comprised caly 12% and RDRAM comprised 6%. According to market projections cited
by Micmq, in 2005 DDR SDEAM will increase to comprise 63,8% of the DRAM
market, SDRAM BIJ“;E, and RDEAM only 0.1%. Hicmn aliegcs that to compete in this
market, Rembus has threatened patent infringement suits for SDRAM and DDR SDRAM
manufacturers who ;'efuse 10 license the Rambus patents and that Rambus sued Infineon -
for ;iu st this reason.

B.  Procedural History

Micron filed this action on Aungust 28, 2000, Based on the previously recited
facts, Micron asserted claims of: (1) monopolization and attempted monepolization under
15US8.C §2;(2) deceptivé sales practices in violation of 6 Del. C. § 2532 gt seq.; (3)
breach of the contract between JEDEC and Rambus; (4) fraud; (5) equitable estoppel; and
{6) negligent misrepresentation. Micmq also seeks declaratory judgments that the eight
Rambus Patents are invalid, unenforceable, and not infringed by Micron. Micron

‘amended its complaint on February 1, 2001, adding an additional monopolization tlaim.

On September 18, 2000, Rambus filed two responsive mouons. With respectto



the declaratory Judgment claims on the patents, Rambus spught dismissal of the action
for iacic of subject maiter jurisdiction. With respect to the remaining claims, Rambus
argued that Micren had failed to state claims pursuant to Federal Rule of Civil Procedure
12{b}(6). The court heard argument on the motions nn.December 21, 2000, and on
January 2, 2001 denied both motions.

On February 15, 2001, Rambus filed its answer, denying Micron's claims and
anserting various affirmative defenses. Rambus also filed counterclaims against Micron
and third-party claims against Micron Electronics, In¢., a partially-owned subsidiary of
Micron, asserting that the companies. infringed the Rambus patents. According to
Rambus, the following Micron and Micron Electronics products infringe the Rambus
patents: (1) SDRAM, SGRAM,? DDR SDRAM, and SyncFlash memory chips, and (2)
SDEAM, SGRAM, and DDR SDRAM memeory modules. In addition, Rambus moved to
amend its answer and clajms on March 15, 2001, seeking to add U.S. Patent No,
6,101,152 (the *152 patent) to the patents-it-suit and 1o add Micrer Semiconductor
Products, Inc., another Micron subsidiary, as a third-party defendant on all inﬁ'In.gement
c.aims. The court has not yet addressed Rambus’s motion t¢ amend its answer and
claims to add the '152 patent and Micron Semiconductor.

Micron Electronics answered Rambus's third-party claims and moved to sever the

claims against it from those against Micron. The court granted that motion (0 sever on

‘The parties have not yet explained to the court how SGRAM is similar or
digsimilar to SDRAM or DDR SDRAM.



April 2.?, 2001, The court also denied Rambus's informal request to consolidate the
claims against Micron and Micron Electronics for trial.

Om Fune 18, 2001, Micron filed a mmion. for summary judgment of non-
mfringement. It also filed, on September 5, 2061, a motion for summary judgment on
fraud, equitable estoppel and unclean hands, Both motions seek to use collateral estoppel
to apply the judgmt;,nts in the Infineon {itigation to issues in this case. On August 24,
2001, Rambus filed its motion seeking a stay of this action pending appeal of the
Infinepn judgment to the Federai Circuit.

Rambus has alsc filed aseries of summary judgment motions. Rambus seeks
summary judgrnent on Micmn’s antitrust claims, breach of contract claims, Delaware's
Deceptive Trade Practices Act claims, and claims for damages. Rambus also seeks
summary judgment on Micron's fraud, equitabie estoppel and negligent
misrepresentation claims as to DDR SDRAM, The DDR SDRAM motion is premised on
the same facts by which Rambus prevailed on this issue in Infineon, which will -be

discussed shortly,

A ten day mal is cuﬁently scheduled to begin Apnl 1, 2002,

C. Rambus Inc. v. Infinegp Technologies AG

Because Micron's motions are based on applying collateral estoppel from the

infineon case, the court will briefly review the pertinent histary of that action.”

[n the Infineon matter, Rambus asserted that Infinecn iniringed claims from four
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of the eight Rarnbus patents at issue in this case. The Virgima court, in 1ts Markman
opinion, construed the disputed claim terms of those patents, mcluding the terms “bus,”

Ll T

“read request,” “write request,” “transaction request,” “first external clock signal,”
“second external clock signal” and “integrated circuit device.” With the exception of
“ntegrated circuit device,” the court otherwise construed these terms consistently for ali

the patents because the parties agreed all the patents were related. See Rambus, Inc v

Infipeon Technologies AG, Civ. A. No. 3:00cv524 (E.D. Va. Mar. 13, 2001).

Fallowing the presentation of Rambus’s inftingement case, the court granted to
Infineon pudgment as a matter of law of non-infringement on all four patents on Apnl 30,
2001. On May 29, 2001, the court issued a memorandum opinion explaining its grant of -
summary judgment as o the 918 patent and the *263 patent. Seg Rambus, nc. v
mﬁumkc@iglggms_&.ﬁ Civ. A. No, 3:00cv524 (E.D. Va, May 29, 2001). That
opinion addressed the terms “bus™ and “read request,” and found that, given the court’s
construction of those terms, Rambus had not produced evidence that [nfineon’s products

infringed. Seeid. at 10, 13. For example, the Virginia court considered claim 18 of the

‘918 patent, which describes the operation ofa synchronous merory device,
18. A methed of operation of a synchronous memory device, where in the
memory device meludes a plurality of memeory cells, the methed of
operation of the memory device comprises:

receiving an external clock signal;

receiving first block size information from a bus controlier, wherein the
first block size information defines a first amount of data te be output by

11



the memory device onto a bus 1 response to a read request; and

receiving a first request from the bus controller; and

putputting the first amount of data corresponding to the first block size

information, in responge to the first read raquest, onto the bus

synchroneusly with the respect 1o the external clock signal.

'918 patent, claim 18. The court construed the term “bus,” as used in ¢claim 18 and all the
Ratnbus patents, to requirs a multiplexed bus carrying address, data and control
irformation. Because the JEDEC-compliant Infineon products used a dedicated data line
bus architecture, in which each line carries only one kind of infarmatinr;;, the Virginia
court rqled that Infineon was ﬁﬁtled to summary judgrqent of non-infringement of this
claim. See Rambus, Inc. v. Infineon Technologies AG, Civ. A, No. 3:00cv524, at 3-10
{E.D. Va. May 29, 2001},

After the court’s ruling from the bench on non-infringement, Infineon presented
its fraud counterclaims to the jury. On May 9, 2001, tht_: jury returned a special verdict
finding Rambus had ccrmmitte& actual fraud related to JEDEC standards and awarded 31
in actual damages and $3.5 miltion in punitive damages. The jury’s verdict was general
aud did nat separately address frand as to particular SDRAM or DDR SDRAM features.
The Virginia court later reducec'; the amount of punitive damages to 3350,000 pursuant 0
Va, Code § 8.01-38.1.

Following trial, the parties filed a number of post-trial motions. In an Avgust 9,

2001 opinien, the Virginia court upheld the jury’s verdict that Rambus cornmitted fraud
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by failing to disclose patents and patent applications white JEDEC worked on SDRAM
features. Sge Rambus, Ine. v, Infineon Technologies AG, 164 F. Supp. 2d 743, 751 {(E.D.
Va. 2001) {the “JMOL opinion™). The coun, however, overtumed the jury’s verdict of
fraud with respect to DJDR SDRAM. The Virginia court found that the duty of JEDEC
members to disclose patents and patent appiicaiions arose when JEDEC submitted a
proposed standard for a vote. Id. at 765. Although JEDEC had presentations as early as
1992 on features such as “dual edge clocking™ and “on-chip FPLL/DLL,” both later
incorporeted in the DDR SDRAM standard, the court found Rambus had no duty to
disclose its patents and patent applications uniil there was a vote on the DDR SDRAM
standard. Id. at 766. Because JEDEC did not begin working on a standard on DDR
SDRAM until December 1996 and because Rambus left JEDEC six months earlier,
Rambus had no duty to JEDEC as to DDR SDRAM that it could have violated, Id. at
767. Accordingly, the Virginia court granted Rambus judgment as a matter of law on
Infineon’s fraud claim as to DDR SDRAM.

On the same date it issued the IMOL opinion, the Virginia court also issued an
opinion in which it found that Infineon was entitled to $7,123,989.52 in attomeys’ fees
pursuant to the “exceptional cases™ provision of 35 U.8.C. § 285, Tt entered final
judgment on August 21, 2001 and, after further consideration, entered a permanent
injunction against Rambus, barring it from asserting the claims of its U.S. patents relating

o four SDRAM features against any Infineon SDRAM or DDR SDRAM products.
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Those four features are “(1) programmabie CAS latency/access time/delay time; (2)
pTO graﬁlmable burst length/block size; (3} externally supplied reference voltage; or (4)
rwo bank designs; as those technologies are described” in JEDEC standards. Rambus
ine. v. Infineon Technologies AG, Civ. A. Neo. 3:00¢v524, at 3 (ED. Va. Nov. 26, 2001).

On August 22, 2001, Rambus filed its notice of appeal 1o the Federal Circuit,
claiming the Virginia court eronecusly construed the claims and improperly instructed
the jury. Infinecn has cross-appealed the court’s judgment as a2 matter of law on DDR.
SDRAM. The fedcml Circuit has agreed to an expediied brizfing schedule and the
parties will complete briefing on March 15, 2002.

. Other Related Litigation

This suit and the [nfineon litigation are not the only cases addressing the Rambus
patents and Rambus’s conduct in JEDEC. Hynix Serniconductor Inc., another DRAM
manufacturer, sued Rambus 133 this court on claims similar to those Micron has asseried.
That action was transferred to the Northemn District of Califormnia. See Hynix

Semiconductor Inc v. Rambus Ine., No. C 00-20905 RMW {Iv.D. Cal) {the *California

¢court”). In the California court, Rambus has counterclaimed that Hynix infringes ¢leven
of Rambus's patents, including the eight patents in this action and the four at issue in
[nfineon. All eleven patents descend fram Rambus's "898 application and share the same

specification.

In an order dated chembef 21, 2001, the California court granted Hynix's motion
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for summary judgment of non-infrngement as 1o most of the ¢laims and patents asserted
by Rambus, See Hynix Semiconductor Ine v. Rambus [nc, No. C 00-20905 RMW (N.D.
Cal. Nov. 21, 2001) (Whyte, J.). The California court also announced that it was inclined
t0 grant a stay of the acuion requesied by Rambus. Id. The court granizd that stay on
December 17, 2001 and 1t rernains in effect until further order. The Califomnia cowrt
conditioned the stay on Rambus's agreement not 1o “assert against Hynix any patents that
may issue relating to JEDEC-compliant memory devices which stem from the uﬁginal
"¥98 application filed in 1990." The court also reqoired that Rambus waive any damages
during the pendency of the stay as to the "1 52 patent, which is not at issue in this
Iitigation, and any “new patents tl-ﬂ.at jssue stemming from the original *89% application.” .
Rambus agreed to those conditions,

In addition to this action, thers are other suits between Micron and Rambus m
Europe. Those suits involve vanous European paients owned by Rambus that claim
prionty from the "898 application filed in the United States. The two companies are
lit:gating those patents in Germany, italy, France, and the United Kingdom. There 1s also
a suit between Micron and Rambus before the United States Intermational Trade

Comrnissicn.

II.  DISCUSSION
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Micron seeks summary judgment of non-infringement of the Rambus natents and
on its claims of fraud and equitable estoppel as 1o SDRAM based on Rambus’s conduct
while in JEDEC. It submits that the judgment of the Virginia court in Infineon on these
issues can be applied here under the principles of collareral estoppel. Therefore, Micron
seeks 3 tnal on those claims not established by collateral estappel, including its claim that
Rambus commuitted fraud on JEDEC as to DDR SDRAM.

Rambus argues that, rather than address Micron's summary judgment motions and
proceed with trial now, this court should stay this action until the Federal Circuit has
reviewed the Infineon judgment, Rambus contznds that a stay would permit the Federal
Circuit to correct the alleged errors of the Virginia court, including its purportedly
erronéous claim consiruzction and failure o give the correct instruction to the jury on
fraud.* Rambus argues that a stay would eonserve the resources of the parties and court
b.}r avoiding the nzed to relitigate issues on which collateral estoppel is granted if the
Virginia court is reversed. It also might limit the numerous difficulties of distinguishing
for a jury those issues already established by collateral gstoppei on Micron’s fraud claims

and those 18sues for the jury's decision,

*With respect to the jury's fraud verdict, Rambus contends that the Virginia court
erred 1n failing to instruct the jury that “there is nothing iraproper, illegal or inequitable in
filing a patent application for the purpose of obtaining a right to exclude a knpwn
competitor's product from the market; nor is it in any manner improper to amend or
insert claims intended to cover a product the applicant’s attorney has learned about

during the prosecution of a patent application.” Kingsdown Med. Consultants, Ltd. v.
Follister Inc., 863 F.2d 867, 874 (Fed, Cir. 1988).
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During argument on the motions, the court suggested that the parties reach
mutually agreeable terms for a stzy. Micron offered to siay this action if Rambus would
stay all litgation against Micron worldwide, including the actions in Germany, Ital}';
England, and France. To minimize the prejudice to Micron from staying this action,
Rambus offered 1o stay all of the foreign actions except the proceeding in Germany.
Unable to reach consensus, Micron continues o press fﬁr grant of its summary judgment
motions and Rambus continues to press for grant of its stay motion. The issue for the
court’s decision is whether to apply collateral estoppet and proceed to trial on the
remaining issues, or whether to await the Federal Circuit’s decision in [nfineon before
proceeding,

A. Micron's Pr ed 0ac

Micron seeks to apply the judgment in the Virginia court on both non-
infringement and fraud in this action. “Collaterzl estoppel ‘preciudes a plaintiff from
relitigating identical issues by merely “switching adversaries™ and precludes a plainiff

‘from asserting a claim that the plaintiff had previously litigated and lost against another

defandant *” See A B. Dick Co. v_Burtoughs Corp,, 713 F.2d 700, 704 {Fed. Cir. 1983}
(citing Parklane Hogiery Co, v, Shore, 439 U.S. 322, 329 (1979)). The elements of

collateral estoppel, also known as issue preclusion, are well-established.

[Clollateral estoppel is appropriate enly if: (1) the issue is identical to one
decided in the first action; (2) the issue was actually litigated in the first
action; {3) resolution of the issue was essential to 2 final judgment in the
first action; and (4} plaintiff had a full and fair opportunity to litigate the
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tssue 1 the first action.

AB DickCo, 713 F.2d at 702.

In its motion for summary judgment of non-infringement, Micron argues that
coilateral estoppel requires this court to adept the claim construction of the Virginia
court. - Micron subrmits that the Virginia court’s claim construction in Infineon is binding
in this action because esach of the eight Rambus patents contain at [east one claim
limitation construed in Infineon, including “bus,” “read request,” “write regquest,”
“transaction request,” and “external clock.” If the court adopts the claim construction of
* the Virginia .cﬂurt, Micron asserts that. its products cannot infringe because the Virginia
court found that Infineon’s JEDEC-compliant products do not infringe and Micron's
JEDEC-~compliant products are identical to Infineon’s.

In its motion for summary judgﬁmt on frand, equitable esteppel, and unclean
hands, Micron argues that the jury’s verdict in Infineon should be applied in this action.
According to Micron, the jury in Infineon found that Rambus fziled to disclose its patents
and patent applications to JEDEC and therefore it commitied 2 fraud on all JEDEC
members, inciuding both Infineon and Micron. Of course, because the Virginia court
granted Rambus judg:mgnt as a matter of law with respect to the fraud allegations on
DDR SDRAM features, Micron's Sunmé.ry judgrnent motion is linited to SDRAM
features and not DDR SDRAM.

Micron propeses that if its summary judgment motions are granted, the court can
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then conduct a “DDR only” tral. Insuch a trial, Micron would rely on the Virginia court
verdict .tn establish {rand as to SDRAM features, but would seek to show, as Infineon
usuceessfully tried to do in Virginia, that Ratﬁbus also committed fraud on DDR
SDRAM features. Micron has stated that it would waive a jury trial and its right to
damages 1f 1t can more quickly proceed with a bench tmal, Following a bench tnal,
Micron would seek an order enjoining Rambus from the worldwide prosecution of its
patents, and any pending patent applications that may later be granted, relating to the
SDRAM and DDR SDRAM JEDEC standards.

B. | ; ed

Rambus disagrees that Micron is entitled to summary judgment on either of
Micron’s motions. With respect to the non-infringement metion, Rambus contends that
tle Virginia court erred in claim construction and that this court should not duplicate that
error by granting summary judgment of non-infringement based on collateral estoppel.
Further, Rambus argues that because the Federal Circuit will by applying de novo review
té the Virginia court’s claim construction, there is a heightened probability the claim
construction, and related non-infringment judgment, will be reversed on appeal. With
respect to the fraud, equitable estoppel, and unclean hands motion, Rambus argues that
the Virginia court judgment does not establish that Rambus comrmitted a fraud on Micron
because Micron’s detrimental reliance was not an issue for decision in that action.

Finally, Rambus submits that proceeding with 2 DDR only trial would be a mistake, beth
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hecause jt is premised on the court’s granting of the two summary judgment motions and
because it would involve presenting complex collateral estoppel 1ssues to a jury. Rambus
believes that, in any event, 1t is entitled to a jury tnal on its mfringement claims.

Rather than proceed with trial, Rambus propeses that this court enter a stay of all
proceedings in this action pending the Federal Circuit’s opinion in Jufineon. According
t¢ Rambus, the Federal Circuit will be considering a number of issues likely to be
dispositive of Micron's summary judgment motions. Not only will it be addressing the
Virginia court’s claim construction, it will also be considering when, if ever, Rambus had
a duty to disclose patent applications and patents to JEDEC. Thus, proceeding 1o trial at
this time raises the likelihood that this court’s rulings, and the jury’s verdict, could be
inconsistent with the holdings of the Federal Circuit, therefore requiring later relitigation
of the same facts. Moreover, because the Federal Circuit has orderad expedited brizfing
in the [afingon appeal, with the final briefs due March 15, 2001, Rambus contends that
the Federal Circunt 1$ likely to act quickly on the appeal.

To minimize any prejudice that Micron might experience as a result of 2 stay,
Rambus has offered to enter a “worldwide truce” with Micron, in which the parties would
'stay all of the actions b;meen the parties througheut the x;.ror'id, with the exception of one
proceeding 1n Germany, Rambus will also apree not to assert agamst Micron any other
patents relating to JEDEC-compliant merﬁc-ry devices which stem from the "898

application. Rambus kas not agreed, however, 1o waive any damages accrued during the
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stay.’
C.  Should The Court Grant Micron's Summarv Judgment Motions And
a DDR Qunly Tral. Or Should It Stav The Case Pending Appeal
nfimeon?

Micron’s propesed approach suffers from two difficulties. First, its motion for
summary Judgment of non-infringement relies oz the premise that this court will adopt
the Yirginia ceurt’s claim construction, even though that claim construction is currently
the subject of Rambus’s appeal io the Federal Circwit. Second, its motiion for summary
judgment as to fraud, equitable estoppel, and unclean hands assumes that the Virginia
jury’s frand ve rdic.t establishes fraud as to all members of JEDEC, and not simply
Infineon, |

In contrast, Rambus's stay motion is facially appealing because it would eliminate
any possibility that the Federal Circuit might reverse the claim construction of the
Virginia court shortly after this court grants summary judgrment of non-infringement
based on applying that construction. Furthermore, the Federal Circ.uit will also be

considering when, if ever, Rambus had a duty to disclose patents and patent applications

to JEDEC. Thus, the Infineon appeal is likely to resolve several 1ssues that may be

“In a letter dated December 7, 200}, Rambus reported that it would agree to the
same conditions entered in the Califomia court, which included a waiver of damages as
to claims 12 and 16 of the "152 patent and “any new patents that issue sternming from the
original "898 application.” Because the *152 patent is not yet a part of this litigation
{although Rambus has moved to amend 1ts claims te add it), Rambus pointed out in its
letter that this condition is mapplicable here. Rambus's December 7, 2001 letter did not -
specifically address the accrual of damages on new patents.
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dispositive in this action. Because briefing will be completed as soon as March 15, 2002
and argument can be expected to follow not long afterward, awaiting the Federal
Circuit’s opinion appears both prudent and efficient.

In response to Rambus's request for a stay, Micron bas attempted to show why it
must receive surmmary judgment of non-infringement now and cannot await the Infineon
appeal. In its letters to the court, Micron has identified two respects in which it believes
itself to be prejudiced by a delay. First, it argues that its SDRAM and DDR SDRAM
products ﬂp&ate under a “cloud of uncertainty” while Rambus’s infringement claims
remnain undecided, thereby affecting Micron’s ability to invest in further development of
those products. While it is certainly true that Rambus’s charge of infringement creates
some uncertainty for Micron's development of SDRAM and DDR SDRAM products,
this uncertainty is no different from that faced by other makers of JEDEC-compliant
wroducts, such as Infineon and Hynix. For DRAM manufacturers, the Infineon verdicet
should serve to dissipats that uncertzinty; and because Micron seeks simply to apply the
Infineon verdict to its products, it is difficult to understand how summary judgment of
non-infnngement ba.seﬁ on collateral estoppel could do more to diminish the uncertainty
than has zlready been done.

Second, Micron argues that deferring an infringement verdict pending the Infingon
anpeal prejudices its interests because Rambus can continue to assert related foreign |

patents against Micron in foreign forums. The argument that Micron is prejudiced by the
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foreign suits presumes, however, that this court could remedy this situation by entering
an injunction barring Rambus from prosecuting those actions. This court will not opine
at this junctare whether it has the authority to enjoin Rambus from prosecuting foreign
patents. For purposes of considering the prejudice to Micron from this delay, however,
the court relies on Rambus's offer to stay all foreign litigation in zll countries but
Germany. In light of Rarnbus’s offer, the court believes that the prejudice to Micron
from the delay uf 1ts claims against Rambus is minimal. Moreover, Micron is free 10 seek
a stay or other relief from the German court if it beileves Rambus fo be abusing that
Process.

I_n_dettrminin-g whether to proceed to trial at this time, the court must also consider
the scope of the wial to be conducted if the court does not await Federal Circuit review of
lafingon. Mitron's proposed DDR only trizl presumes that the court will grant its
sumimary judgment motion on SDRAM frand based on collateral estoppel. Application |
of collateral estoppel first requires analysis of whether the 1ssues presented by Micron’s
fraud claims are identical to those found by the jury in the Infincon litigation. In
j_rlﬁn_c_ﬂ__n, the Virginia court’s _insl:uctiun to the jury on fraud was largely consistent with

that which 15 required by Delaware law.* See Gaffin v. Teledvne, Inc,, 611 A.2d 467,

*Micron submits that Delaware law govems its state law causes of action. Rambus
contends instead that the action is governed by Idaho law, but notes that Idaho and
Delaware have similar formulations of fraud, particularly the requirement of justifiable

rehiance. Compare Gaffin v, Teledyne, Tne,, 611 A.2d 467, 772 (Del, 1992) with Carl H.
Christa jlv Trust v. istensen, 993 P.2d 1197, 1203 (1daho 1999) (A prirma

facie case for frand requires the claimant to prove nine elements: ‘{1) a statement or 2
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472 (Del. 1992} It stated that to prove actual fraud, Infineon had to show that .

{1} Rambus made a misrepresentation of a materiai fact, or that Rambus
failed to disclose 3 material fact when Rambus had a legal duty to make

such a disclosure;

{2) The misrepresentation wes made, or the failure to disclose was done,
knowingly and intentionaily;

{3} The misrepresentation was mads, or the failure to disclose was done,
with the intent to mislead Infineon;

(4) Infinecn reasonably relied upon the misrepresentation or the
nendisclosure; and

(5) Infireon sustained injury or damage as a result of such reliance.

Thus, because it found actual fraud, the jury can be presumed to have found cach of these
elements.

While the jury's finding cunclusi#cl}r establishes those elemeants of fraud relating
to Rambus’s conduct, such as_Rambu’s‘s misrepreseniation (or failure (o disclose in the
fact of duty to do so} and its knowing intent to mislead Infineon, it does not relate any
findings with respact to Micron. On this basis, Rambus mainiains that it is inappropriate
to apply collateral estnpﬁel tc:r Micron’s fraud claim. The court agrees. The jury’s
finding that Infineon reasonably relied to its detriment on Rambus's failure to disclose is

not a finding that Micron, or all JEDEC membets, similarly reasonably or justifiably

_representation of fact; (2) its falsity; (3) its materiality; (4) the speaker's knowledge of
115 falsity; (5) the speaker's intent that there be reliance; (6) the hearer's ignerance of the
falsity of the statement; {7) reliance by the hearer; (8) justifiabie reliance; and {%)
resuitant injury.”™ (ciration omitted). The court will therefore refrain from deciding, at

this time, which law applies.
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refied. Thus, it cannot be said that the jury’s finding in Infineon conclusively astablished
an identical fect for Micron in this suit. The court will therefore deny Micron’s motion
for summary judgment on fraud, equitable estoppel, and unclean hands,

Because the court is denying this motion, the parties could not };mcced to conduct
a DR only trial, as Micron suggests. At best, Micron could claim collateral estoppel as
to certain elements of the fraud finding, including Rambus's misrepresentation and intent
to deceive, Yet because Infineon has appealed the Virginia court’s IMOL ruling on DDR
SDRAM, the subject of Rambug's duty of disclosure to JEDEC will be considerad by. the
Federal Circuit. Thus, proceeding to trial at this point and relying on the Virginia court
judgmﬁt 10 even that litoited extent presents the same possibility that the court will be
wasting it$ resources.

Based on the foregoing discussion, the court concludes it would be prudent to
await disposition of the Infineon appeal before proceeding to trial in this action. The
court, however, concludes a complete stay of this action pending the appes] of Infincon is
uawarranted because the parties have 1dentified further discovery that needs to be taken.
Paﬂi;;.ularly, Micron has moved to cornpel Rambus’s production of documents and
deposition testimony pursuant t¢ the crime-fraud exception to the attorney-client
privilege . There are also several depositions that remain to be taken and further
discovery on Micron's antitrust claims. In this context, the court will decline to stay this

matter so that the parties can complate discovery.
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Even though it will deny Rambus’s stay motion, the court will be delaying claim

construction ard el until after the [nfineon appeal. Because this was the same relief

sought by Rambus in its stay motion, the count will condition this delay on the terms
proffered by Rambus - a stay of all other litigation, foreign and domestic, between
Micron and Rambus, except the suit in Germany, and an agreement by Rambus not o file
additional suits relating to the Rambus patents. Should this delay cause some unexpected
t:rejudjce to Micron, it may petition the court for redress. The parties should inform the
court of the Federal Circuit's decision in [nfineon and the court will adopt a new schedule

for mial at that time.

[II.  CONCLUSION

The court will neither deny or grani Micron’s motion for summary judgment of
non-infringement at this time. The court coneludes, however, that Micron 15 not entitled
to surmamary judgment on its fraud and squitable estoppel claims and 1ts unclean hands
defense. The judgment in the Virginia court does not establish that Micron relied to its
detriment on Rambus’s misrepresentations or failures to disclose. Micron therefore
cannot rely on cullatcrﬂ_[ estoppel to establish the elements of fraud, equitable estoppel,
and unclean hands,

Finally, while the court will not proceed to trial pending a decision in the [nfineon
appeal, nor will it stay the matter as a whole. The parties can use the interim to complete

discovery.
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Rambus, Inc. v. Infineon Technologies AG
COral Argument
[1.5. Court of Appeals for the Federal Circuit
l]l-_l-':.'él!;|

10:00 a.m.,, June 3, 2002

JUDGE RANDALL R. RADER: The first case this morning is Rambus v.
Infincon Technalogies. Are you rcad to proceed, Mr. Taranto?

. RICHARD G. TARANTO (Counsel for Rambus, Ine.); Yes.

JUDGE RANDALL R. RADER: I’{:i like to inform both counsel that the Court is
going o add 10 minutes to your time, so we'l! be starting with 25 minutes. [ guess that’s
22 minutes for each of initial argument, because you have three mimites of rebuttal
raserved, and the Court’ll be probably liberal with that as well, as necessary to satisfy
itself, the answers to its questinné. You may proceed.

RICHARD G. TARANTO: Thank vou, Your Honor. [ want to begin, if T might,
with the dacisive and common flaw in Infineon’s fraud case, as to both SDRAM and.
DDR. Infineon disregards the scope of the disclosure duty. Infineon substitutes loose
talk of technologies, aﬁd features, and what patent claims might relate to them in some
undefined way for the only proven duty, which, in the familiar way, was standard specific
and claim specific, requiring disclosure only of claims that read on, that would be
infringed by, practicing of the standard. Rambus, while at JEDEC, had no such

undisclosed claims. It had nothing to disclose. The limit —
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TUDGE WILLIAM CURTIS BRYSON: You're characterizing the disclosure
requirement as pertaining o claims. As [ recall, the langnage was “patents,” and later
“patents and pending patents,” [ think the language such as that. 1 don’t recall there being
a distinction betweeﬁ claims and disclosure, at least in the disclosure policy as it was
ariculated.

RICHARD GG, TARANTO: Well, let me — let me say a couple of things about —
about that. The — the written description and the claims are the twe parts of the patents.
The written description of all of these patents was disclosed, so there can’t have been-a
failure to disclose that. There could only —

JUDGE WILLIAM CURTIS BRYSON: It— it was disclosed in — in the WIPO
application initially in ‘91, I guess, and then, the later 703 paient. Those are the two
disclosures in question?

'RICHARD G. TARANTO: Right, and the WIPQ application was brought to the
attention of JEDEC in May of 1992 by an NEC representative, and then again discussed
in September of 1993.

JUDGE WILLIAM CURTIS BRYSON: Um-hm.

RICHARD G. TARANTO; The patent policy, the only policy that was ever
shown, and indeed ever said to be the governing pelicy, is onc that talks about standards

that call for the use of patents. The concern was infringement, which is defined by the

claims. I think you’ve made a reference (o the term “pending patents,” which is in 21-1, |

the Chairman’s Manual, which was never the patent pelicy. The Chairman’s Mammal,

there is no evidence, was ever shown to members. It was never set up and explained o be
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the policy at any JEDEC meeting. One piece of 21-1, but not the language von're talking
about, Appendix F, was shown with the label “Draft” on it in two of the meetings,
December of '92 and March of -— of — and September of '93, But Appendix F was
written by Chairman Gordon Kelley, and he testified at, 1 think this 19083, that Appendix
F had three bullel points, only the third concerned disclosure obligations, and he
deliberately wrote that bullet point to refer to patents, when the earlier bullet points
referred to pending or issued patents. There was no communicated disclosure policy
applying to applications. But the important point that I want to make here is the point
about the threshold element of fraud: Falgity. There is ne falsity unless Rambus had a
duty to disclose something and failed to do it, so that the message was communicated,
“wo don’t have this thing that we were under a duty o disclose.” All of the written
policies, all of the testimony by Infincon’s own representative, Mever, by Gordon Kelley,
the chairman of the Committee, say “What do we mean by a claim having to relate to the
standards at issue?” What we mean is, the claim had to read on the standazd. I'll say
once again, it is undisputed here thalt Rambus did not have any claims while it was at
TEDEC thai it failed to disclose, that practicing of either of the two standards would have
infringed. That, we think, means that there iz a failure at the threshold element of falsity
on the — on both fraud verdicts.

JUDGE WILLIAM CURTIS BRYSON: Now, at — I'm sofry.

RICHARD G. TARANT(O: Go ghead, please.

JUDGE WILLIAM CURTIS BRYSON: At pages 28 and 29 of your opening

brief, you go through, T think it’s four applications that the District Court discassed, and
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you critigee the Distnet Court’s characterization of those applications. You make the
argument that none of those applications had claims that actually read on the SDRAM
standards.

RICHARD GG. TARANTO: Yes.

JUDGE WILLIAM CURTIS BRYSON: Now, two of them at least refer — and
this is whcre this gets difficult flﬂr me 10 — 10 parse our, so if you can help me on this.
Twa of them refer o multiplexing. One of the applications, I think, has claims that refer
o multiline buses. My understanding is thal multitine by itself doesn’t constitute
multiplexing. Tt has to be multiple signals being sent at the same — over the same line,
rather than stmoply a bus that multiple lines, each of which may be a dedicated line. Is
that —

RICHARD G. TARANTO: Yes.

JUDGE WILLIAM CURTIS BRYSON: Am I right about —

RICHARD G. TARANTO: Yes, that's right.

JTUDGE WILLIAM CURTIS BRYSON; Now the two patents that you distinguish
as having claims that relate only to multiplexing in the bus, one of them, at least — two
— both of them, I think, refer to mnltiline, Is it clear, and could you help me on this by
pointing out language if you have it at your fingertips, where those claims actually require
multiplexing in something that would at least be clear to an electrical engineer, because it
— because it wasn’'t entirely clear to me. |

RICHARD G. TARANTO: 1don’t have those at my —
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- JUDGE WILLIAM CURTIS BRYSON: Okay, well, mavbe — maybe later if vou
can — if you can — if you have those. 1'd like to just satisfy myself on that —

RICHARD G. TARANTG: Right —

JTUDGE WILLTAM CURTIS BRYSON: — because it wasn't entirely clear to me
how those claims related to the standards —

RICHARD G. TARANTO: Right, and — and —

JUDGE WILLIAM CURTIS BRYSON: — which did not require multiplexing, as
1 understand it.

RICHARD G. TARANTO: Right. And let me — let me say this: Infineon, of
course, has not responded to this at all. Infincon has not come back, i its responsive
brief, and said, look at these claims, they actually arcn’t distingnishable from the
standards that we are now practicing in the way vou say. 1 think that that's actnally
sufficient all by itself to indicate that, in fact, these claims don’t read on the standards.
Infineon told the jury at the beginning of its closing argurzent, it said — it said: *“Rambus
tried to amend its applications to mrn them into SDRAM und DDR patents,” which is to
say ones that don’t require the multi — the particular kind of muitiplexing feature that the
judge read into the term “bus,” but it said, “despite their best effors, they were
unsuccessful.” That's at 4798 of the Appendix. The very previous day, Infineon had told
the judge the same thing, quote: “What happened was, iy as they mught over the years
'91 1o "96 and '97, they just couldn't get the applications right.” It is, therefore, I think
undisputed on this record that we had no claims, undisclosed claims, while we were a

member of JEDEC that any praciitioner of the standard would have been infringing, and
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therefore had to pay license fees for. The District Court did not so find. And maybe this
is another important peint: The District Court, in discussing these four applications was
careful 1o say no more than they were related to, or generally targeted, certain
tcchnologies. It was careful to say, because it could not have said more, that those
actually read on those — on — on the — on the standards at issve.

JUDGE WILLIAM CURTIS BRYSON: Do-— Do vou under the District Court’s
characterization “related to™ 10 mean, in essence, having a specification, or a writien
description, which could be mined for claims that would be broad enough to cover the
standards?

RICHARD G. TARANTO: I'm trying to recall whether there’s any indication of
that. I don'think so. I think what the judge was — was talking about, because, of
course, this — this judge concluded that this Spcciﬂ;aﬁun, in his claim construction
opinion, couldn’t possibly support claims that would read on the standards.

JUDGE WILLIAM CURTIS BRYSON: Um-hm.

RICHARD G. TARANTO: So I think what he meant by “related 0™ was there are
names, certain technologies that can be described al a fairly high level of generality, using
two edges of a clock, sﬁchmnizing somerhing with the clock, vsing two banks in the —
in the memory design, although that’s not part of any Rarnbus claim at all, that at that
very high level of generality, that Rambus had claims that it was trying to get in the — in
the Patent Office, but did not, in fact, file any ¢laims that read on the standard until the

beginning of Novernber 1998,
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JUDGE WILLIAM CURTIS BRYSON: Of course, we're talking about two
different sets of claims, and I'm not sure to the extent to which they overlap. One is the
sef of claims that are at issue in the infringetﬁem action, winch are different from the
claims of the applications that were pending, but uitimately did not become patents in suit
here, that were pending during the period of the JEDEC period. So Isuppose il’s not
inconceivable that the Court could have said with respect o the later claims that they do
not relate to the standards, bul that (he earlier claims conld have. AndI—] —

RICHARD G. TARANTO: I— Ithink that that’s only conceivable in the
abstract. There’s never been a dispute that the later claims are distinctly broader than the
narrower ones. The problem with the narrower ones — with, [ mean, the earlier ones —

JUDGE WIL_L[AM CURTIS BRYSON: Right.

RICHARD G, TARANTO: The earlier ones, was that they had too many
limitatons in them that would thereby keep —

JUDGE WILLIAM CURTIS BRYSON: Okay.

RICHARD G, TARANTO: — the SDR and DDR ones cui. Infineon has never
come in and said that somehow, even if the judge was wrong in narrowly construing the
claims that actually issuned, that nevertheless — that — that in that circumsiance, then the
earlier claims wu-uld - wouid read on the étandard, 30, and 1 think part of what the
Jjudge was focusing on, although Iﬁﬂnenn doesn’t elaborate on this, Infineon says, in only
one paragraph of its brief, which I think is on the dispositive point, on the frand issue,
pages 21 to 22 of its brief it says, “The disclosure duty was of claims that relate to

standards, or technologics, or features.” And it never defines that. It never says how that
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concept could be used in 2 workable way by members of standard-setting organization
who had ta try 10 figure out what claims related ¢, and what claims didn’t reiate to.
That’s not surprising. There was 8 very small number of patents, of their claims, that
were in fact disclosed, Mever himself said there were lots of SDDRAM patents.
M. Kelley, Gorden Kelley, said there are hundreds, perhaps thousands, of DRAM
patents. Unless “relates to” has a meaning that people are familiar with and can apply,
they have no way of knowing what they sacrifice when they go in and join a standard-
serting organization. Nol surprising, therefore, Inlineon’s representative Meyer, as we
guoted in onr reply brief, said -—— was asked: Why didn’t you disclose a particular
SDRAM patent, a way of doing something using SDRAM? “ﬁecause," he said, and we
quote this in our reply brief, “it didn’t read on the standard,’; It was related to, perhaps in
some other sense, but not in the only sense that makes any sense at all in the patent
context. The concern here was to avoid infringement of patents. That's wﬂat the policy
was about. And so the only claitns that were relevant are — are the ones that read on the
standard.

JUDGE RANDALL R. RADER: Mr. Taranto, while we're on this frand question,
what is the standard of review on the duty to disclose? Is this a question of law or fact?

RICHARD G. TARANT D:. Well, I think that the —

JUDGE RANDALL R. RADER: Virginia law, it didn’t lnok -ver}' clear to me.

RICHARD G. TARANTQ: Right. It was treated as a question of fact, of course,
subject te the clear and convincing evidence standard. And there are — a number of the

Virginia fraud cases that we cite in our brief are ones where the Virginia courts, or the
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Fourth Circuit, has taken that standard of review very scriously, and reversed jury
verdicts, saying that the kind of statement was not fraudulent because it was about fulure
inlentions rather than pre-exisiing (acts, or the proof just wasn’t— wasn’t there. The
clear and convincing evidence standard, [ think, ought to have the same role here, or the
same meaning here, as in the analogous, as the judge said, analogons equitable estoppel
context where this Court has said in Aukerman that there has to be a clear duty to speak
before silence can be — become the basis for equitable estoppel. And the judge, in his
attorneys’ fees opinion, said the fraud claim here is directly analogous to the eguitable
estoppel claim,

One thing that’s — that’s important here: Infineon does not say, although this may
be its real grievance, and cannot say, that the standard of disclosure was to disclose the
intent to go and get claims that would cover the standard. It can’t say that becanse the
record in the District Court was unambignous that that was not the disclosure duty.

Mr. MeGee testified — let me get my citations right — yes, at 19099:

Question: “Has there ever been a rule or policy that a member company is
supposed to reveal its intanticrn — intention to file patent applications in the
futpre?”

Answer; “I don't believe anybody has said anything about future. 1 don’t
belicve |'ve ever seen that in ﬁn}r of the patent policy wording ['ve ever seen.”
Then its own witness Meyer testified at 4647 of the Appendix: “Did IEDEC

patent policy require members to disclose plans to file patents in the future?”

“Plans 1o file patents in the fuwre?”
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“Yes, sir.”

“No."

“Do you recall testifying, sir, during your deposition that JEDEC s patent
policy did not require its members to disclose any plans they had to modify -
applications in the future.

Answer: “That's what ] said. It was never mentioned in any of the
discussions because of — ™

Question: “B ecanse it was never menticned it was your understanding that
that was not required, is that right? |

Answer: “Yes.”

So while Infineon, I think, focuses very heavily on the aim, the intention te file
claims that would cover the products that were being buiit, and that would eventually be
built in accordance with the standards being — being developed, the disclosure policy did
net — or it did not prove that the disclosure policy reguired disclosure of those intentions,
The language of the policies in the Appendix E draft slides that were shown at every
single meeting Rambus attended talks about patents that call — standards that call for the
use of patents. And Gordon Kelley and Mr. Meyer fromn Infineon expressly testify that
what that meant was that the claim applied to, or read en, the standards.

JUDGE RANDAILI R. RADER: I'd — I'd like you to address some of the facts
here that are relied upon so heavily by Infineon: The Crisp email that shows he knows
that others are disclosing application; the warmngs of Vincent and Diepenbrock that there

may be an cquitable estoppel problem down the road; the various — just the plain clear
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policy that this 15 an open standards hody that is trying to achicve standards that will not
be protected by intellectual property rights. These are kind of compelling factors which
support the jury’s verdict. Could you address some of those?

RICHARD G. TARANTO: Sure. Let me — let me (ry. First of all, this is not an
area in which it can be said that more disclosure is necessm-il},.r better. Think about what
happens if you have a standard of disclosure that, (a) goes from patents to applicaticns,
applications, of course, normally being kept secret, and Mr, Crisp was — testified that he
was advised, “keep applications confidential,” not enly because of the trade secret nature
ol what's in the writlen description, but to prevent interferences — literally interferences,
in the patent law sense. And if you go even beyond upplications to what Infineon hzs to
gxy, applications somehow generally in the picture related 1o, in a sense that it has yet to
define. Then, people who join, or CcOMpAanies that join standard-setting organizations,
have enormously higher costs of compliance. They have to fipure cut what might ]:ne in
their files that somebody later can come and make a case in court out of. They have to
give — a case in cowrt about what they were subjectively believing, or intending to do.
They have te disclose things that are only inchoate, not even 1 an application that meets
an objective test of reading on the standard. That’s not only bad for the inventors, for
deterring, basically creating unexpected losses of patent nghts, vnexpected because the
rules of what you have to disclﬂse haven’t been made clear to cover that, but it also would
deter pa;ticipatiﬂn in the standard-setting organizstion. There is material in this record
where somebody proposes — [ think it was Texas Instruments, proposes to JEDEC, why

don’t we have a — a — a ¢learer statement, some sort of sign-in sheet that says, “Here’s
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what voun have to disclose.” And Mr. McGee says in response, “That's going to chill
participation in the standard-setting crganization.” So there are — the fundamental
approach that Infineon has here 1s a “more is better.” And what I'm saying is more is not
necessarily better. Costs of compliance, unexpected forfeiture of inventors’ rights, the
costs of the standard-setting organization being inundated with 2 whole series of
statements, 1 think I may have a patent related to this.” What is the standard-setting

organization supposed o do with this? That's why, for example, Mr, McGee testified at

JUDGE WILLIAM CURTIS BRYSON: You haven't gotten yet to, Vincent and
Dhiepenbrock.,

RICHARD G. TARANTO: Yeah. look, what they said, and the record is
unambiguous on this, we're looking at equitable estoppel law in — relating w swandard-
setting organizadons. There's 4 very smal! number of cases. There is a risk. Thev never,
eﬁer, ever go beyond saying there is a risk that you will have a problem from your
participation. To the extent — and I think Infineon is very careful in its wording in its
brief in its page on that, whether it's careful or not, in fact, if you look at the citations,
every one of the citations says Diepenbrock and Vincent at some point recognized there
was a risk. And that was enough {o recommend you shounld drop out. We don’t want to
take that risk. Diepenbrock, in particular, said we never reached & conclusion that
anything you were doing was wrongful, oniy that there was a risk.” And in business, risks

are enovgh 10 lead 1o dropping out. And, of course, in December of 1995, Rambus
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attended 1ts last meeting and did, indeed, drop out. I'm not sure what — what the other

JUDGE RANDALL R. RADER: Cnsp's emails. He was the Rambus
representative, I think. And his testimony, I think, there was, if I recall, testimony about
the fact that certain people were being accused of not having revealed patent applications,
and they were referred to a5 “offenders.” [ think that’s the pertinent —

RICHARD G. TARANTO: ] think that's the Dave Moering email, but —

JUDGE WILLIAM CURTIS BRYSON: But I think he testified about it.

RICHARD G. TARANTO: Right. And—

JUDGE WH.LIAM CURTIS BRYSON: IBM’s complaining that he —

RICHARD G. TARANTO: Exactly,

JUDGE WILLIAM CURTIS BRYSON: That they think there are offenders out
there.

RICIHHARD G. TARANTO: Right. Several points. Thal comes from a Decemnber
1992 Dave Mooring email in which he says IBM said there were offenders. Right? And
whal Dave Moorng testified to at his deposition was, “Geez, the entire interpretation that
you're placing on that patent, on that email, having to do with pending turns on what I
think 15 & typo.” What IBM said is that there are people with patents reading on
SDRAM:s, not pending on SDRAMs. The next sentence in the email says, “1BM plans to
come to add some information, add patents to the tracking list."” Not pending patents.
And what did IBM do at the next meeting? Absolutely nothing. There is no record of

any addition of pending patents at the March 1993. So this is an inference about intent ~-
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- JUDGE RANDALL R. RADER: Although we have testimony from both Kelley
and Brown and athers that — that pre-1993 “patent” was intended 10 mean and everyone

understood it to mean “appiications™ as well.

RICHARD G. TARANTO: Absolutely., There is that testimony, The entirety of

JUDGE RANDALL R. RADER: Why doesn’t that support the jury's verdict?
That’s what we’re looking at here right now.

RICHARD G. TARANTO: Right. Because our — my primary point here has
nothing 1o da with the whether applications had to be disclesed. My point is, even
assumjng that applications had to be disclased, the only applications that had to be
disclosed were those with claims that read on the standard. I'm not making here, on this
polnt, a separate argnment about applications versus patents. Even if apphcations had to
be disclosed, only those with claims that would have to be licensed had to be disclosed,
and Rambus had none. Now, there’s a second point about — that applies specifically to
the DDR standard. My principal point applies to both, the SDR and the DDR, and we
think that that's clear reason enough to affirm the JMOL on DDR as well as reverse it on
SDRAM. 1should rﬂeﬂi_'_ion on the DPR, there is a new trial against the weight of the
gvidence order, which Infineon has not challenged in its brief independently, but we think
wWe are entitled to IMOL on the DDR, not — and our first reason is the same reason, that
the standard of disclosure is both standard specific and claim specific. The judge
disagreed with the second. The judge thought, at page 170 10 174, his discussion of the

breach of duty was entircly about “related to™ and “targeted” and “directed towards,” in
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the same way that for, you know, initial sentences of this Court’s opiniens discussing
patents saying this is a patent directed to compuler chips, as though cne could stop there
rather than go on to the details. The judge did, however, with respect to DDR., agree with
the standard spectfic component of the tes.t. And what he said was there was a critical
missing link in the evidence for DDR. 1t's undisputed that the only proposals for the
DR standard, and I'm not making a linguistic peint here, the caly substantive proposals
for the BDR standard that got adopted into the DDR standard didn’t get, introduced until -
at least six months after Rambus had formally withdrawn. Former members have no
disclosure duty. And the critical point, then, that Infineon tries to rely on is tesimony
from Reese Brown that says, “oh, well, there were earlier presentations that triggered a
disclosure duty.” Bui what’s missing, the judge said, is the connection, the essential
connection between any consideration of those presentations, four or five years earlier,
and the JEDEC members” consideration in 1997 of concededly different proposais. They
had to be thinking, in 1997, we heard presentations about certain general concepts, four
— three, four, five years ago, or in a general survey, and anybedy whe didn't disclose
something with respect to those different proposals must not have anything on the newer
proposals. There was no testimony making that essential connection. And that’s an
independent ground for the DDR TMOL.

JUDGE WIiLLIAM CURTIS BRYSON: Just very gquickly on another subject,
could I ask you about the claim construction issue with regard to the bas, and specifically,
if you could address the sumnmary of argument in at least —

RICHARD G. TARANTO: Summary of the invention?
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JUDGE WILLIAM CURTIS BRYSON: I'm sorry. Summary of the invention,
I'm too much into the briefs. Summary of the invention language that seems ta snggest
that the nature of the invention, ﬁs I read the summary, for example, in 804, it sounds like
it'¢ describing a multiplex structure.

RICHARD G. TARANTO: Let me — let me make, [ gucss, several points about
this. The first is, that even that langnage does not require the triple multiplexing that the
judge ulimately had to find in order to rule out infringement. Yeu can read this
language, and you will not find in this language anything thal implies that all of the data
lines must also carry control and address information. The judge confused one preferred
cmbuodiment, as shown in Figares 4 and 6, where that happens with even the description
inl the summary of the inventicn, which jmplies some multiplexing. Which was not
enough, and not the basis, for finding non-infringement. So even that wouldn't support
wiple multiplexing. The broader answer is this: I think that this Court’s legal standards
for claim construction say there is a strong presurnphion 1bat a word in — that has an
ordinary meaning carties that ordinary meaning, unless there is somcthing very
exceptional about the description that —

JUDGE RANDALL R. RADER; If we don’t limit this to multiplexing, isn't this
claim invalid? I mean, there’s only so many ways o comunupicate, read material. I
mean, you can give a starting point and a block size and say, send me that, Or you can
give 4 starting point and an end point — ['m having trouble thinking of a lot of other
ways of doing it. And both of those two are in the — were in the prior art. Arep’t you

invalid if you don’t limit yourself to multiplexing?
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- RICHARD G. TARANTO: Your Honor, we would love an opportunity o contest
the validity issues. We don’t think so. There has boen no such finding. I vou go
through the specific descriptions of prior art that — in the backeround of the invention,
there are many —

JUDGE RANDALL R. RADER: Ailright. T—

RICHARD G, TARANTO: — many other distinctions, And the judge, of course,
did not find that this construction must — is driven by the necessity to avoid invalidity.
Just to briefly complete: The very narrow class of cases that say an accepted ordinary
meaning <ap be overcome by something in the written description have always involved
something more than the fact that only one embodiment is described, as Speciaity
Composites or SRI indicate. Even thﬁ-: repeated description of a particular [eature has not
been held enough, as in Laitram against NEC. This is 2 — the equivalent of desciibing
— describing, which is what the descﬁptiun does, 2 super-fast car, in which there are six,
seven, eight components that make it super-fast. And then what happens is the Patent
Office says, “You have lots of inventions here,”. Righ{, the first thing that happens is
restriction requiremerts. And you can go and get claims on each of the components.
This does not meet the standard of Scimed or similar cases, where something very specific
says ail preferred emnbodiments must have this, particularly, of course, not the triple
multiplexing which 1sn’t even in this summary of the invention. Thank vou, If I can

reserve whatever time is remaining.



g ]

10

11

12

13

i4

15

16

17

13

18

20

21

22

JUDCGE RANDALL R. RADER: We'li make sure you get your full rebuttal time,
Mr. Taranto. We'te —1 guess | — we’ve got a big audience. 1 hetter {ell thern we don’t
do this for all cases. (Laughter) Mr. Starr, you may proceed.

KENNETH W. STARR (Counsel for Infingon Technologies AG): Thack you,
Judge Rader, and may it please the Court, Let me begin on the fraud casc with a very
important peint, which 1 think is fundemental to our submission. And that is the
deferential standard that dees apply with respect to a verdict on fraud. T understand
Mz. Taranto to be drawing the Court’s aiention to various and sundry parts of the record.
But, of covrse, we have the benefit not only of the standard thar protects the jury verdict,
but we also have the very careful evaluaton by the judge himself, who very methodically
went through the evidence. And he also found, and this was not mentioned, but I think
it’s important for the Court’s understanding, and T'd make two points in these respects —
in this respect, First, Infineon is bke other companies in this industry that participated in
good faith in this JEDEC standardization process, and now it {inds that it, like other
companies, has been sued with respect to what? Its JEDEC compliant products. It’s very
good for consumers for the JEDEC kind of process —

JUDGE RANDALL R, RADER: This is all going to raise the point that Judge
Bryson so ably inquired about earlier: What is the scope of that duty? Is it limited to
claims? | |

KENNETH W, STARR: Absolutely not. And, in fact —

JUDGE RANDAILL R. RADER; If von're going to go to anything related to, then
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KENNETH W, STARR: Yes. Yes.

JUDGE RANDALL R. RADER: Then where’s the baundur}r on that? ¥ mean,
that’s —

KENNETH W. STARR: Well, but, sorry. The bound —

JUDGE RANDALL R. RADER: Anything in computer technology is related to
this area.

KENNETH W. STARR: -Your Henor, first 1 would say that the JEDEC process of
disclosure was clearly a pro-disclosure philosophy, Not all, as this Court well knows,
from cases like Unocal, not all standards bedies require disclosure at all, And the kinds
of policy arguments that we heard Hr. Taranto very ably making really go to JEDEC.
TEDEC, should you have such a broad disclosure policy? But we would draw in
particular the Court's attention (o the testimony, this was presented before the jury had
this. On May'the 3rd of last year, this is unfortonately not in the TA, but it’s in the Joint
Appendix, and here was testimony before the jury with respect to what Gordon Kelley,
who was the chairman of the JEDEC committee, and who was absolutely emphatic the
David Mooring email belng referred to about the list of offenders wasn’t just IBM. This
15 Gordon Kelley who testified at trial and who is the committes chairman for many,
many years. And he testified —

JUDGE RAﬂDALL R.RADER: Wasn't he from IBM?

KENNETH W. STARR: He was from IBM, but he was also serving as the —

JUDGE RANDALL R. RADER: Yes.
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KENNETH W, STARR: You're exactly nnght. But he was serving, and his
testimony was nol as an IBM representative, but as a committes chairman, And he was
describing what is the policy disclosure. Below their argument was, ch, you see, it didn’t
relate t0 applications, because of the murky — and you've seen this in their briefs. The
disclosure policy was murky vis-a-vis applications, They seermn to have, as 1 understand
the argument today, moved away virtually — virtually entirely from that said and said,
okay, there 15 applications pending patents, but you see, the standard has © be a read on
and infringement standard. That was not what was — they were testifying to at the trial,
and they Tull well knew that the standard was relate to, and what does that mean. Now to
come right back to your point, Judge Rader, is it too open-ended? The answer is no,
because there were a number of pending applications that related to the work. Becanse
what was going on? They were discussing core technologies, And what they asked, and
you didn’t have 1o participate, but Rambus chose to participate for four and a half years,
and in the course of the meeiings themselves of JEDEC at Crystal City and elsewhere,
emails would be sent, including by Richard Crigp, and then followed up by his trips back
o Calitornia and (¢ say. now let’s amend our patent applications to ¢cover what? The
technologies that in fact JEDEC was considering. And this deprived — this is so
important — this deprived JEDEC of the opportunity — it deprived of the opportunity to
move in a different direction.

JUDGE RANDALL R. RADER: You're, of course, not arguing that amending

applications, as long as you're within the scope of your original disclosure, is somehow

inappropriate.
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KENNETH W. STARR: Notatall. And that's why —

TUDGE RANDALL R. RADER: You're arguing that there’s sorme impropriety in
acquiring information to make those amendments by virtue of your participation in
JEDEC.

KENNETH W. STARR: That’s exactly right. Our submission today relates
exclusively to JEDEC and it’s -— Rambus’s obligations. And indeed I think Mr. —

JUDGE RANDALL R. RADER: This comes back Lo another point in the briefs.
This is an open meeting. The information, 1 think Mr. Kelley descﬁbed it as gent to
anyone upon request. Wouldn't they have acquired that information anyway? Conldn’t
they have acquired it anyway?

KENNETH W. STARR: ['m not sure that the record 18 clear with regpect to that,
but what is clear, and we've addressed this in the briet, that it was not epen in the sense
that anvone could just participate in this process. And what was very important was that
to participate in the process, and Rambus voluntarily ¢chose to do it, and we know what its
story was, We know what the business plan was. You see, it thooght its’ RDRAM
technclogy, which is really what it came up with, was geing to be the wave of the futore,
Bu! its market share didn’t achieve what it wanted and sull hasn’t Lo this day. And so
they then embarked on a multi-year process of then marphing these applications to cover
these technologies, and then, this is what was before the jory, to pull the trigger in ﬁle
Year 2000, suddenly, after everyone has lecked in, we've mvested millions to build

production capability, both in the United States and abroad —
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JUDGE RANDALL R. RADER: A lot of that, of course, though, is entirely
proper, within the intellectual property system. The question is where 15 the point of
frand?

KENNETH W, STARR: Exactly. The point of frand is the viclation of the
disclosure duty within JEDEC, as JEDEC was enabled or entitled in law to articulate its
own disclosure policies, It could be a broad policy, and it was. And we wonld gnide the
Court in particular to evidence such as, in terms of the related to aS.Dppt}SEd to the
infringement test. And | will say this: We are hearing a very hard presentation of the
read on and infringement test, when even Richard Crisp himself agreed at trial that the
test was related to. And there was no suggestion, Your Honor, that there was a violation
of public pelicy or the like by virtue of having a broad disclosure pelicy.

JUDGE WILLIAM CURTIS BR;ESDN: But I guess the problem, at least for me,
is that the words “related to™ don't inherently have a crisp — no pun intended —

{Andience langhter)

JUDGE WILLIAM CURTIS BRYSON: They — he certainly didn't — didn't
give them one. And, wel let me ask you this question. )

KENNETH W. STARR: Could I imerrupt just at — before you ask. The other
thing is one thinks of ERISA and any number of legal standards, and the courts wrestle
with these sorts of fhings. But these are engineers and not lawvers, arid this is & very
practical standard. And very briefly, and forgive the interruption, the key way of thinking
about this might be “involved in.™ There was testimony before the jury tﬁat that was the

standard of disclosure. Might it be involved in the work? If they didn’t like that, if they
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squawked and said, "That is too open-ended, we can’t deal with that.” they should have
urged a change in the policy, a clarification of the policy, and the like. Forgive the
intermiption.

TUDGE RANDAIL R. RADER: It's all nght. Assuming that we attach
significance to the claims, do you contend, or would you think that a fair reading of the
claims that were attached to the applications that were pending during Rambus’s
membership in JEDEC read on the standards, SDRAM standards?

KENNETH W. STARR: It hasn't been taken to — through a complete
infringement analysis, 5o we just — we don’t know, because it's not the test. AndI'm
not prepared 10 S8y — |

JUDGE RANDAILL R. RADER: Okay.

KENNETH W, STARR: — whether it in fact does in fact constitute infringement.
That is & very — and that’s one of the reasons, if 1 may say so, why the test,
understandably, from the perspective of those participaling in (he standards body, should
not be read on and infringe. They're not lawyers. They need to know what ix in fact the
technalc;gies —- what intellectual property claims, inciuding pe.ndi_ng applications, do you
have that might be involved, that might affect onr work, so we can in fact make &
reasoned judgment, and not be deprived of the choice, And that’s why the Gordon Kelley
testirnony on May 3rd is so strong, because he warned that we need .diaclnsu.re in this
body, and it will be destructive, it will destroy. Ile used very stong words. It will

destroy the work of this hody if companies are trying to lead us into their collection plate.
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And thats cxactly what Rambus’s business plan was all along, but, of course, they didn’t
disclose it.

JUDGE RANDALEL R.RADER: Do you think that this term “related to™ could be
defined fairly, as it m;*as understood by the JEDEC policy promulgators and participants as
relating to an application broad encugh to ultimately support claims that would read on
the SDRAM, or is it broader than that?

KENNETH W. STARR: Well, [, 1 — I think thal — that formulation may be an
appropriate formulation, in terms of, just tell us. These are enginecrs who just said, what
property, what intellecmal property rights do you have, so that we — please come
forward so we can either say we won’t go in that direction, or do you offer — and see,
they didn’t do that — a license with respect to anything that they had in terms of the
SDRAM process. And if 1 conld with respect to, becanse there is a huge divide between
the parties with respect to, if I could say just a word about DDDR SDRAM fraud, if the
Court pleases,

JUDGE RANDALL R. RADER: Yes.

EENNETH W. STARR: There is a suggestion that by virtue of signing off
December 1995, and then officially leaving on June 17, 1996, that that was it, that ended
any kind of disclosure duty assuming arguendo that the jury verdict could be supported,
and that the JMOL's review and the like can be supported, at least it ends with respect to
DDR. And the judge in fact found that. Now this is where, and this — we would guide
the Court in particular, if [ may, to our reply brief. -There are a lot of briefs, but page 13

of our reply brief, where we talk about what is at the core of DDR SDRAM technology,
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which is duai clock edze. And we set forth there the chronology of what happened at
JEDEC, what in turn Eambus did, and what Rémbus failed to disclose with respect to that
technolegy. That was ander consideration, and there was testimony in the record that
supports the jury verdict. And so the judge overturned a jury verdict, and we’re afraid
thal what he did in this respect, was — and this particularly did a wonderful job, it was a
difficnit case, but he tried this case very, very carefully, very thoroughly. You have the
benefit of his remarkable opinions, very, very thorough analysis of this Court’s case law
with respect 10 Markman, very thorough analysis of the evidence and the like. But here,
all of a sudden, he just drew a line and said, *That's it. There’s no connection between
SDRAM and DDR SDRAM.” And the evidence is o the contrary, S¢ we would guide
the Court back to page 11, source synchronous clocking. He was concerned that, you
know, even though this isn’t at the core of DDR SDRAM technology, this is useful, too,
because here there is source synchronous clocking proposals, and that became a cﬁre
DDR SDRAM technology that was in fact being discussed while Rambus was in fact
there. Finally, page 14, on-chip PLI/DLL, and their own witnesses testified that the two
core lechnologies, whal’s at the heart? What divides DDR from just SDRAM? The first
is dual clock edge, finally given a narne in December of 1996. Tt's “double data rate.” In
itz emails, it called — Rambus called it fuoture SDRAM. But that wag DDR SDRAM.
But by their own testimony, the other core technology was on-chip PLL/DLL. And notice
what our second bullet, Rembus’s patent activity was donng their membership. They are
sending emails, sometumes cynically, from the JEDEC standardization reom itsclf,

followed up by mectings with patent — outside patent counsel upon returning to
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California, as I say. And what did they say? They said draft — we ask you to draft PLL
claims directed against future SDRAMSs, That’s DDR SDRAM. That i_s evidence that
works for us in terms of supporting Lhe jury verdict. Realize he granred a new trial. 1
would say the jury verdict could be reinstated in its entirety, but obviously the judge has
discretion with respect to the grant of a new trial, and we understand that full well.

JUDGE WILLIAM CURTIS BRYSON: I'd like to shift gears just slightly, if you
don’t mind, Mr. 8tarr, to a different causation question, anc that roubled me a bif that F
didn’t sce a lot of comment on. And that is, is there enough in the record to show that
JEDEC would not have adopted the SDRAM standards if it had known of Rambus’s
patents?

KENNETH W. STARR: Ii's one of thogse things, in terms of what JEDEC would
have done, we don’t know, Your Honor. We do not know. Bat — but, Your Honor —

TUDGE WILLIAM CURTIS BRYSON: Let me just add one point to that.

KENNETH W_STARR: Yes.

JUDGE WILLIAM CURTIS BRYSON: The EIA policy says that although
they're trying to avoid adoption of any patented standard, if it's the best standard, you can
g0 ahead and take that anyway.

KENNETH W. STARR: Well, that's right. But remember, too, if they had chosen
to abide by the rules, then they would have had to have offered the kind of license that
everyone involved in the process did in fact do. The reason we know, by the way, and
I'm glad that we’ve moved beyond the applications, becaunse that’s what a lot of the ial

was about. We didn’t have to — we dida’t have to do applications, it was only if we had
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a patent. And therefore, oh, here's our 703, And in terms of what, in fact, the parties
were doing in response to that, when they revea) something, of course, when Richard
Crisp denied the mﬁ—bank design, which is at the heart of SDRAM, it’s now multi-bank
design, that is at the heart of this technology. And there was a sense, perhaps early in
their tenure, this is May of 1992, they'd just joined as of December of 1991, maybe, just
maybe, they have something on two-bank design. We don’thave o go that way; it’s
going to be faster if we go that way, But do they have something with respect to that?
And Richard Crsp — they"1] take a different view ol the evidence, but the evidence that
was before the jury, and that the jury was entitled to credit, was he said “no.” Also, what
the record shows ig that when he disclosed the 703 patent, Willi Meyer, whose testimony
they love in certain respects, then goes and reads the *703, and he said that relates anly to
RDRAM. And that's the point. What were they doing? What was their business plan?
To target SDRAM without living up to their disclosure obligations. And Your Honor —

JUDGE WILLIAM CURTIS BRYSON: But — but that patent did have the same
specification that’s common to all of —

KENNETH W, STARR: Yes, it did. And that’s why 1 want —

JUDGE WILLIAM CURTIS BRYSON: And yet he concluded that it related only
to RDRAM.

KENNETH W STARR: He theught that —

NWDGE WILLIAM CURTIS BRYSON: He seams to suggest that “related to™

docsn’t incorporate the entire specification in any claims that may ultmately emerge from
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KENNETH W. STARR: I you go back —

JUDGE WILLIAM CURTIS BRYSON: — that specilication,

KENNETH W. STARR: Forgive me. If vou go back to the "398 application, a
fair reading of that application, the spectfication, 1s that is in fact the new inventive bus,
and the entire set of Rambus inventions that were then divided inio divisionals and — and
the like. But what was happening was, and here is why the application process was so
important to this — (his duty to disclose. As Rambus, and this 15 what was before the
jury, then sees what is happening before the JEDEC standardization body, it then seeks —
we think they weren’t quite as arthul as they thought they were, but it then sceks fo — to,
quote “cover,” through these various applications such technologies as were being — the
four core technologies for SDRAM and the four core technologies for DDR SDRAM.
That was their entire approach. So you're quite right: We were in fact misled because
they were -—-}'c«u sea, Your Honor, disclosing the *703 patent, which related, we felt, to
RDRAM, and so to the WIPO, which also was in keec verba with the original "898
application in 1950, We said, that’s their RDRAM technology. And yet, all — again, all
of the while, what is going on, and this is not Kingsdown — what is going on all the while

all the while, is & morphing and the filing of these varions amendments, inciuding —

JUDGE RANDALL R. RADER: But vou're not suggesting those are beyond the
scope of the original disclosure?

KENNETH W. STARR: They could — I think that’s a series of issues that — that
may end up being the subject of further litigation. But whal they were taking, Your

Honor, was the original *898 application and seeking to, as I say, morph those so as (0
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cover what they saw happening in the JEDEC standardization process. And if [ could just
call the Cowrt’s attention, since Mr. Taranto lavishly guided the Courl Lo the trial record,
again, we've got a jury verdict and this 15 not ihe forum for retrying the case, but if onc
locks at JA-16081, one will see, and we capture this in capsule summary, in the reply
brief, and this is with respect to source synchroncus clocking. And the snggestion is that
there is going to be — this s al page 11 of our reply briel — that there is going to he
what? Patent tronble. This is, again, page 11. Patent trouble if it used — if JEDEC used
source synchronous clocking. Now JEDEC is not going 10 get into patent trouble, But
obviously all of 1s — the whole industry — and that’s what they’ve done. They have
come after the entire industry that — and they may have other fora in which to answer to
this, but they came after the entire industry, which had faithfully abided — and, if they
say, ~oh, well, the applications related o, it’s so open-ended, the Court should be feft
with” —

TUDGE RANDALL R. RADER: Most of that industry acquiesced, right?

KENNETH W. STARR: 1beg your pardeon?

JUDGE RANDALL R. RADER: Most of that industry acquiesced. Is that
hecause Ihey.thuught the “relared to” standard was a Tittle bit different than you do?

KENNETH W. STARR: We don’t know, and people have made a business
judgment. .But I will say this, Your Honor. Rambus plays hardball. And there is
evidence in the record, it’s not in the JA, the chairman of the board, Mr, Pavidow, has
essentially told everybody: We're going to keep coming after you and coming after you.

If you don’t sign up, you are in a — his words — “death spiral.” That's the way they
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play. And the Cowr — the Courl should be guided back to the attorneys’ fees opinion of
Judge Payne, who saw that Rambus, at the highest levels — this isn’t low-level fraud —
gave false and misleading testimony, JA-127. If they had nothing to hide, why did they
destroy documsents? JA-127 to -128, Why did they engage in what the judge calied
“ubstfuction” of the litigation process? If they had nothing to hide, if they're simply
doing what they were entitled to do u.ndf:r the law — and I think even Kingsdown would
raise some issues with respect to that, but this is not the Kingsdown situation, for reasons
we’ve already commented on, that is, this is in fact a — and if I may say a word about the
anti-suit injunction. Judge Payne said thig litigation is the endgame of their fraud. That’s
the way they play ball. Butit’s the eﬁdgama of the frand. They will continue to sue us.
They’re suing us in Germany, We'vehad a favurabic development there, but I would —

JUDGE RANDALL R. RADER: Is this injunction, by the way, enjoining
improvement patents that may corme vp down the linc? Is it enjoining the "327, which
isn’t even in this suit?

KENNETH W, STARR: It is enjoining any patent, Your Honar, that was in fact
infected by the fraud at JEDEC, and that is exactly what it should do. If, in fact, the
patent — if we are being sued — let me back up and say it this way. If we are being sued
with respect o our JEDEC-compliant products that carry, or thal embody t.hﬂsﬁ four core
technologies for SDRAM, and then the additional four technelogies for DDR SDRAM,
and the judge already has enlarged the mjonction, in his November Order of last year,

because of why? He came to understand fully — a very able judge, very thonghtful, very
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thorough judge, came to understand that these DDR SDRAM compliant products do
1ndeed carry over the four core technologies —

JUDGE RANDAT L R. RADER: Will vou sav the same thitig about us if we agree
with you?

(Audience laughter)

KENNETH W, STARR: Iwill. 1 will shout it from the rooftops.

{Audiﬂﬂ{iﬁ laughter)

JUDGE RANDALL R. RADER.: Can we get the same commitment from
Mr. Taranto?

(Langhter}

JUDGE RANDAILL R. RADER: Now we're back on even terms. Please proceed.

EENNETH W. STARR: I find myself speechless.

{Audience laughter)

KENNETH W. STARR: Therefore, let me say, if [ may, just a word, becau SE:I of
my time evaporating, and the Court has been very patient, with respect to the claim
construction. The judge here almost foreshadowed Scimed and Belf Ailaniic 1n his
interpretation, In his approach, to claim construction. One will, as you do, read many
District Counrt opinions engaging in claim construction. This has to be an endrmnusl}r
impressive effort in terms of how faithful at every turn he is 1o the methodological
teaching, the analytical teaching of this — of this court. At every fom, mindful of going
to the intrinsic evidence. And I think there’s a certain unfairness to Judge Payne, and

given how careful and thoughtful he was, in terms of the — some of the arguments that
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have becn advanced in the briefs. But this 15 no time to concern ourselves with — the
1ssue 18, what was right? Whal was the right construction? And 1aking — in Scimed. the
Court talked about the sunumary of invention providing strong evidence. When I think
one takes the summary of invention, when one then compares, and follows through the
detailed description, looking at the claim langnage, and the like, this is in fact a seties of
construgtions done exactly right by the Court, for the reasons stated. And we would urge
affirmance with respect to that. 1 have 11 scconds. On the anti-suit infunction,

JUDGE RANDALL R. RADER: You can take more than that if you need it.

KENNETH W. STARR: Thank vou, Your Honor. I think the judge below was
really troubled by the idea of an injunction of & proceeding in Germany. And 1 think,
instinctively, we understand that. Judges are mindful of the restraints on their anthority,

their power, and in extraterritorial, it just doesn’t — there’s not the right feel for it. And

~perhaps we didn’t present it in the face of trial as elegantly as could, but we put it before

him. We said we think there is a muliplicity of litigation in terms of having to reprove
the fraud. We had to prove that, including by the crime frangd exception, getting evidence
and sa forth that they were trving — that they would have kept to us — from us to this
day. Happily, it is now there for the world to see, But we now have the benefit of that.
We shouldn’t have to reprove fraud in Germany, We shouldn’t, Itis a defense in
Germany. We shouldn’t have to do that. We shouldn’t have to defend on p%uent, but
you've said, well, gee, the German palents, there may be dilferent issues and so forth.
Our core submission, grounded in the law of injunctions, is this: Rambus is a U.S. party.

1t is the subject of a process that unfoided here in the United States. It is the subject
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which we hope will be affirmed thal is in fact running against its actvity as a U.S. party,
rendered by a United States court, The law of anti-suit injunctions contemplates the
vindication by equity of what equity has determined, or what has been determined by a
court to require equity’s intervention. There is no reason in law or logic for that
injunction not to Stop, to put a stop to their lawsuit in Germany which is waking time. I'm
happy to say the early returns are favorable, in terms of the reading of the German
docurents, very similar to Judge Payne’s reading. That’s not in the record. 'We can
supplement the record with respect to that. It’s the proceeding, we didn’t think that it was
relevant, But the peint is, as Judge Payne noted, this is in the record, that litigation is not
moving very quickly, I don’t know why that is, but what I do know is that we're being
subjccted to that, and the consumcrs sheuld not be subjecied to this kind of frand-infected
lawsuit. The sharchelders of Infineon should not. They should be told, put a stop te 1t,
vis-&-vis Infineon, vis-a-vis Infineon, Others, let them answer the Federal Trade
Commission. Other companies may have to speak for themselves in terms of whether
they can prove fraud and the like. But we proved it; we should now in light of that, based
on ancient principles of equity, be given relief from this frand-infected action, which,
again, Judge Payne called the endgame of their fraud. I thank the Court.

IUDGE RANDALL R. RADER: Thank yon, Mr. Starr. Mr. Tarante.

RICHARD G. TARANTO: Thank yeu. Let me see if I can address some of what
has been discusscd. Idon®t thirk Mr, Starr this mormng disputed the facmal proposition
ihat Rambus had no undisclosed claims that any practitioner of the SDR or DDR

standards would have to license while it was at JEDEC. So the fundamental, the core
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gnestion, comes down 1o what Infineon proved, as it was its burden wo prove the relation
berween some pending claims, and some something going on at JEDEC had to be for the
disclosure duty to kick in. We say, and we think that the record in fact establishes bevond
any doubt ﬂ_lat that relation that was required was standard specificity and claim
specificity in the ordinary infringement sepse. You look at the standard, you look al the
claims, and you see if practicing of the former requires infringement —

JUDGE RANDALL R. RADER: Mr. Starr says they're not attorneys. The
infringement inquiries, as we lmc;w, often very specific and a good patent lawyer can pore
over documents for days and not be sure. Can you respond to that?

RICHARD G, TARANTO: Sure. These are companies that are in a room together
who are, as the record says, are competitors, cross-licensing each ather’s products,
negotiatintg with ¢ach other. This 15 not, as Infincon told the jury below, a church charity
club making Christmas ornaments where everybody gets together and has a uniform
purpose with no adversarial commercial interests. These are the largest — some of the
largest companies in the world. They all have patent portfolios. They have to know —
ﬂlﬂ.}F have to know, in a familiar way, what they sacrifice when they go into that room.
The only test that is remotely workable, that is available, is patent infringement. 1t's not a
perfect test, I think, as the Snpreme Court just reminded us in Festo, but it is the only one
that's available, and it’s important in particular not to be changing the rules after the game
15 played. What Infineon’s own representative said “relates 10™ means is infringement,
What McGee said, and this 1s at 19093, was that the JEDEC committee itself. just before

Rambus jeined, had said that it didn't want disclosures, quote, “unless the patent applies
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directly to the subject of the ballot.” Infineon, when it suited its purposes, relied on the
standard specificity. Not the claim specificity, but the standard specificity. How did it
rely on that? Recall this important bit of evidence about the DDR standard, In March of
1997, while JEDEC is considering the DDR proposal, scmebody makes what's called
DDFER SDRAM proposal. This is at — this is discussed in — in Infineon's brief at — in
footnote 2 of page 25. It says somebody says al JEDEC: Rﬁbus probably has patent
interests in this DDR SDRAM proposal. Now, Infineon has 10 respond to why didn’t that
put Infineon and the rest of JEDEC on the notice to comply with the simple duty to make
a direct inguiry. What is Infineon’s answer? That specific DDR proposal wasa't
adopted, and therefore, whatever JEDEC thought about Rambus pateﬁt interests in that
proposal didn’t carry over to generating any inferences about Rambus not having patent
interests in the DDR proposals that were actnally adepted. Infineon has repeatedly
confirmed, through Meyer, through that argument, through an essentially identical point it
made in opposing JMOL below on why — on why when Richard Crisp went to the
September 19; 1995 meeting and read a letter, in the context of Synclink. All right,
Synclink is one of the proposals that Infineon reciies as — in its reply brief as disclosing
both source synchronous clocking am:i dual edge clock. And Richard Crisp went to the
meeting and be read a letter, it said: Gur silence should not be taken as any indication
that we lack patent interest. Infineon said below, in opposing JMOL, that was only about
Synclink, even though it now says that Synclink proposal has two of the technologies. |
The standard of disclosure was specific to particular standards. That point, all by itself,

supports the IMOL on DDR because not one of the DDR proposals that 1s recited in
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Infineon’s reply briel, in (he single-spaced section, not one of thosa was ever adopted as
part of the DDR standard. Not one of them. And as 10 the SDR and the DDR both, the
combination of claim specificity and standard specificity means that Rambus did not fail
to disclose anything that came within the disclosure duty.

If I could make one point about the inswuctional error, the Kingsdown peint, that
we have discussed. You cannot read the closing argament in this case by Infinean
without understanding that it was repeatedly and pervasively suggesting 1o the jury, as
Mr. Starr iried to - T think effectively confirmed this morning, that the amending process
was itself a wrong. Amending prﬂccs; was a wrong because, as Mr. Starr said; Oh, well,
what was at issue is wliethe.r Rambus improperly took or “acquired,” I think was your
word, Judge Rader, information from JEDEC and then wrote it into — into its claims,
There is no evidence whatsoever of that. There couldn’t b.e any evidencc of that for two
reasons, again, undisputed on the record. Infincon dropped its written description claim.
It the — its defensc to the broader claims. If the written description supported the claims
as Issued, remember, that written description was pre-JEDEC, was 1990, then it conldn’t
have acquired information in the JEDEC process. It was motivated in part by what it
learned the indusiry was abont to start doing from what it saw in JEDEC, but Kingsdown
says (hat’s not wrong. And the second reason there — there is no evidence of improperly
acquired information then written into the claims is that, and on this I think Mr. Starr is
wrong. The tecord is absolutely clear about the openness of the meetings, It's, of course,
true that not anybody and his brother could just attend; you had to pay your fees. But, the

minutes — the very minutes that in their full — with ail their attachments are the very



10

il

12

13

14

15

16

17

18

19

20

21

22

basis Infineon has nsed for establishing what was going on at JEDEC, and saying this
relates to that, were froely available upon roguest. And the general counscl, John Kelly,
of JEDEC testified there are good antitmust reasons for that, You don’t have Lhe entire
industry of competitors getting together and secretly discussing the very heart of
competition, namely innovations, in a room without it being publicly available. Of
course, many of the disclosures that Infineon is — claims that Infineon is talking about
are ¢laims made after the very publication of the standard, so if’s not even just the
minutes, it’s the publication. So there is no basis for what the judge explicitly thought,
and gave as the reason for — for refusing the request on the merits to tell the jury: Focus
only on the non-disclosure; you cannot in this case find that there was anything ﬁmng
with going and petting Lhe amendments at all. And the judge did not ever find that there
was no prejudice on that. The judge discussed lack of prejudice in the JMOL part of his
opinion, but that's not the right standard for the new trial poriion of the opinion. In the
new trial portion of the opinion, at 228, I think it is, of the Appendix, he just refers back
to the IMOL.. But on new trizl, the question is, could the jury have found in Rambus’s
favor? And on that, the judge, far from saying no, said; 1f 1 tell the jury that amending
itzelf here isn’t wrong, that’s tantamount to a directed verdict for Rambus.

TUDGE RANDALL R. RADER: This rises to an abuse of discretion?

RICHARD G. TARANTO: Yesit does. It does rise to an abuse of discretion,
hecause it Iests On an exror of law, and al page — rests on an emor of law about what this '
jury could permissibly have found. The judge expressly thought that this jury had to be

ahle to find that Rambus stole — took ideas from JEDEC and wrote them into kg claims,
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and that’s not possible on — on this record, for lack of a written description defensc, and
because everything at JEDEC that could possibly be relevant was open. | guess, unless
there are further questions, I think I'm —

JUDGE RANDALL R. RADER: Thank you, Mr. Taranto.

RICHARD G. TARANTQ: Thank you very much.

JUDGE RANDALL R. RADER: Mr. Stafr, you have three mimites remaining.

KENNETH W. STARR: T'll iry to be very brief, Your Honoer. First, with respect
to Kingsdown, we would just guide the Court to the judge’s opinion at JA-220 10 -225,
which F'think very thoroughly explains exactly whai his proposed amendment 1o the — he
was gomng to give a Kingsdown modified instruction, which I think also 1s grounded in the
Judge Markey articulaied exception in Kirgsdown itsclf. Secondly, with respect to
JEDEC and membership and openness, there seems to be a guarrel, but it's a Ranihu&
unique quarrel. We are not aware of anyone going to Gordon Kelley and saying, “This
disclosure policy is just oo much.”™ Or, “lel’s 1ake the following kinds of curative steps.”
Rambus was suppaosed to abide by the mles, and in terms of their substantive point, and
here I'll be very brief, we would gnide the Court to JA-16488 and -16493, in terms of the
substantive coverage. What was it that Rambus was rving to do with Its amendments?
And the ﬁt is an email in July of 1993, so there’s no question this covers applications,
the manual. 2]-1has been amended. Evervbody knows Gordon Kelley has been reading
everyane the riot act, and evervone wnderstood, the testimony was overwhelming zi trial,

yes, you must ip fact inform JEDEC of applicaticns. And there, there were specific

applications — right, this is Rambus applications, directed to varions SDRAM
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technologies, and that included programmabic fatency and on-chip PLL, and that in fact
sounds in cxactly the kind of standard that I believe Mr. Taranto is now nreing here,
which, again, is a much clearer urging of what the governing standard of disclosure
should — the substantive standard of disclosure should be than was tried below, which,
again, really was tried as overwhelming a “related to” case,

[ would als;:u note, and Jndge Rader noted this, I have 52 seconds Jeft, that the
infringement standard itself obvicusly begs any number of questions, and sometimes there
are disputes with respect to claim construction issues. So the whole idea of engineers
trying te deal with that kind of — of standard just 1efls us, explains why the rnle was
articulated very clearly “might be involved in,” tell us. And the wheie TT quad episode
does in fact tell us that JEDEC knew full well not enly how o read someone the riot act
for violating the disclosure requirernent, and prompting Gordon Kelley 1o wam about the
“collection plate,” but it alzo in fact shows that it does in fact lead JEDEC in g different
direction substantively in terms of what the standard would be, in light of what the
technologies are out there that are the sabject of intellectual property rights. I thank the
Court.

JUDGE RANDALL R. RADER: Tha_nk yon, Mr. Starr, The Court appreciates the

contributions of counsel 1n this case, The next case —

{End of Oral Argument}
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