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NOTICE OF MOTION AND MOTION TO STRIKE

PLEASE TAKE NOTICE that Plaintiff Oracl&merica, Inc. (“Oracle”) hereby moves to
exclude portions of the opinioasd testimony of the court-appointedle 706 expert Dr. James Kea
This motion is based on the following memorandfrpoints and authorities, the declaration of
Meredith Dearborn and accompanyindibits, the entire record in thieatter, and on such evidence
may be presented at any hearing as Motion, on a date to be deterrathby the Court, as well as ar

other ground the Court deems just and proper.

Dated: April 2, 2012 STEVEN C. HOLTZMAN

By: /s/Steven C. Holtzman
Steven C. Holtzman

Attorneys for Plaintiff
ORACLE AMERICA, INC.
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MEMORANDUM OF POINTS AND AUTHORITIES

l. INTRODUCTION
Oracle moves to strike one aspect of the agpyiinfringer’s profits analysis by the Court-

appointed damages expert, Dr. James Kearl.

On infringer’s profits Google bears the burden of proving its deductible expenses for Android

The only costs that Google may deduct are thoseathaally contributed to sales of the infringing
work. Dr. Kearl has not tried to determine whet@®@ogle’s claimed Androidxpenses are in fact
attributable to Android, or whethéhey contributed to infringing ks of Android. Instead, he adoptg
the figures that Google’s copyriglamages expert, Dr. Alan Cox.adsin the infringer’s profits
calculation in his October 2012 damages report.

But Dr. Cox also conducted no examination or anslgkthe allocation oéxpenses to Android.
To determine the deductible expenses for Android o relied on two things: (a) an unaudited P&L
statement that his staff “received from counsahd (b) an interview witla Google employee, Aditya
Agarwal, who had already testified — as Getgcorporate designes Android revenues and
expenses — that he did not knbaw Google’s expenses weréoahted to Android on its P&L
statements. Mr. Agarwal is not @oogle’s trial witness list, and consesatly cannot appear at trial to
provide the factual basis for D€ox’s — or Dr. Kearl's — allocation of expenses to Android.

Dr. Kearl's opinion is based on an assumptihat Google cannot prove. Google cannot
establish that its P&L statements properly actdoindeductible Androigtxpenses—its corporate
representative Mr. Agarwal conceded he couldamswer that questiorDr. Cox cannot supply the
foundation for the accounting of expenses — his Isa¢gs is Mr. Agarwal. Mr. Agarwal cannot show
up at trial with different testimony — he is not on Gadgitness list. In shar the foundation for Dr.

Kearl’s opinion on expenseslike the proverbial turtle, andt‘is turtles all the way down”

! Rapanos v. United States47 U.S. 715, 754 n.14 (20086) (Scalia, A¥. Justice Scalia explains the

allusion, “an Eastern guru affirms that the eartsuigported on the back of a tiger. When asked whiat

supports the tiger, he says it stangen an elephant; and when asked what supports the elephant|he

says it is a giant turtle. When askdinally, what supports the giant tiesthe is briefly taken aback, but

quickly replies ‘Ah, after that it is turtles all the way downld.
1
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Dr. Kearl cannot offer testimony on Android co#itat rests on nothing more than Google’s
expert’'s unfounded opinion. The proof of Pursuarftederal Rules of Evidence 702, 703, and 403
Oracle moves to strike this singispect of Dr. Kearl’'s testimony.

. ARGUMENT

Last fall, Oracle moved to strike Dr. Cox’s ojns insofar as they relied on interviews with
Google employees, one of whom was Mr. Agarw@lkt. No. 558 at 6-10.) In its opposition, Googl|
conceded that the intervieweeslha establish the fountlanal facts at trial ere its experts could
testify based on those facts. (Dkt. No. 581 at Df@e has already explainedtht will, and accepts
that it must, offer the underlying factual testimony fribra percipient witnessesst, before its experts
may testify based on those facts.”).) Oracle fgalrout that Mr. Agarwakas not even on Google’s
witness list, and thus would never dilgle to “offer the underlying fagél testimony” at trial. (Dkt. No.
614 at 3.) In denying OracleBBaubertmotion, the Court emphasizedthoogle’s experts could
testify only so long as ¢&hinterviewees on which its expertéied could “testify to the foundational
facts with firsthand knowledge” atidt. (Dkt. No. 632 at 3 (citingherasense, Inc. v. Becton,
Dickerson & Co.No. C04-02123 WHA, 2008 WL 2323856,*a2t(N.D. Cal. May 22, 2008) (Alsup,
J.).) Oracle seeks to enforcati®rder. On the issue of Android expenses, Google has no compet
witness who can provide the foundational facts orclwbr. Cox relied. As Dr. Kearl has no basis f¢
his allocation of expensegher than Dr. Cox, he too has no profaetual basis for those deductions,

and his opinion must be excluded on this score.

A. Google bears the burden to show that the costs it claims should be deducted
from its infringer’s profits actually contributed to Android’s profits.

In calculating infringer’s profiteis a measure of copyright damgsg@racle must “present prog
only of the infringer’s gross revenue, and the ingar is required to provas or her deductible
expenses and the elements of prafitibutable to factors other théme copyrighted work.” 17 U.S.C.
8 504(b). Google therefore has the statutory buodgroof to show its deductible costSee Frank
Music Corp. v. Metro-Goldwyn-Mayer, In@.72 F.2d 505, 514 (9th Cir9&5) (“Any doubt as to the
computation of costs or profits is be resolved in favor of the plaifh. . . . If the infringing defendant

does not meet its burden of proving costs, the grgssefistands as the defentla profits.”) (citation

2
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omitted);see also Taylor v. Meirick’12 F.2d 1112, 112122 (7th Cir. 1983) (“It is too much to asK
plaintiff who has proved infrigement also to do theféadant’s cost accounting.”).

The only costs that Google may deduct are those that “actually contributed to sales of the
infringing work.” Frank Musi¢ 772 F.2d at 518.Before deducting any cagery of costs from the ray
revenue, a defendant must offer evidence showingthewosts contributed to the production of the
infringing work.

In Frank Music the defendant, MGM, introduced evideratdrial that segregated overhead
expenses into general categories, such as gematadministrative costsales and advertising, and
engineering and maintenance. MGM then allocatpdrtion of these costs to the production of the
infringing show, Hallelujah Hollywood, based omatio of the revenues from that production as
compared to MGM Grand's total revenués. The district court adoptetie defendant’s approach, b
the Ninth Circuit reversed, holding that the district court’s findirag MGM had established that its
overhead contributed to the immfging show was clear error.

The court noted that settled law permitted duttion for overhead only “when the infringer ¢
demonstrate that [the overhead expense] was vélaassistance in the prodien, distribution or sale
of the infringing product.”ld. (citing Kamar Int’l, Inc. v. Russ Berrie & Co752 F.2d 1326, 1332 (9th
Cir. 1984)andSheldon v. Metro-Goldwyn-Mayer Pictures,.CD6 F.2d 45, 54 (2d Cir. 193%¥f'd,
309 U.S. 390 (1940)). Although tih@ringer need not “prove kioverhead expenses and their
relationship to the infringing prodtion in minute detail,” the defendanbnetheless “bears the burde
of explaining, at least in genétarms, how claimed overhead actualbyntributed to the production of
the infringing work.” Frank Musi¢ 772 F.2d at 516. On the factddre it, althought did not doubt
that “some of defendants’ claimed overhead Gbuted to the production of Hallelujah Hollywood,”

the Court held that the defendants had

offered no evidence of what costs were incluittegeneral categoriesich as ‘general and
administrative expenses,’ nor did theffeo any evidence concerning how these costs
contributed to the production bfallelujah Hollywood The defendants contend their burden
was met when they introduced evidence ofrttaal overhead costdi@cated on a reasonable

2 AlthoughFrank Musicconstrued an earlier véos of the Copyright ActCongress’s amendments d
not affect these holdings. Latases have continued to rely Brank Musicfor this proposition.See,
e.g, Folkens v. WylandC-01-1241 EDL, 2002 WL 1677708, at *6 (N.D. Cal. July 22, 2002).
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basis. The district court apparendlgreed with this approach. Thatot the law of this circuit.
UnderKamar International a defendant additionally must shtivat the categories of overheg
actually contributed to sales of the imfging work. 752 F.2d at 1332. We can find no such
showing in the record before us.

Id. Here, therefore, Google bears the burden of detratimg) that the expensésat it seeks to deduct

actually contributed to Android’s profits.

B. Google has no competent witness who carstdy to the “foundational facts” on
which Dr. Cox and Dr. Kearl rely.

On April 8, 2011, Oracle deposed Mr. Adyita Agalveasenior financial analyst at Google,
who was Google’s Rule 30(b)(6)signee on Google’s revenues angenses relating to Android.
(Declaration of Meredith Dearboi(“Dearborn Decl.”) Ex. A (Platiff’'s Notice of Deposition of
Defendant Google, Inc. Pursuant to Fed. R. Ci8(h)(6), dated March 10, 2010).) By proffering
Mr. Agarwal, Google represented that pelse for the company on “how Google accounts for
Android-related revenues and expensesd’, Topic 2.) Mr. Agarwal tesiiéd that he was “prepared {

speak to all profits, losses, revenues, expeasésosts associated wimdroid, including those

associated with Android market and advertisinghadroid-related enabled devices.” (Dearborn Degl.

Ex. B (Agarwal Dep. 10:20-25).) Google had a dut§make a conscientious, good-faith effort to
designate knowledgeable personsRale 30(b)(6) depositions amal prepare them to fully and
unevasively answer questions abthg designated subject matterBd. of Tr. of Leland Stanford
Junior Univ. v. Tyco Int'l Ltd 253 F.R.D. 524, 526 (C.D. Cal. 2008ijtgtions omitted). Mr. Agarwal,
as Google’s 30(b)(6) deponent, had an “affirmabligation to educategmself” on how Google
accounts for Android’s revenues and expenses, bebausad to be prepared to “testify to the

knowledge of the corporationpt the individual.” 1d. (citations omitted, emphasis in original).
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(Id. 51:1-17.) Google’s corporate repentative on Android revenues #fere testified that he could
not explain why an engingeg expense, or a sales expense, shbalallocated to Android, as opposgd
to some other business unit within Google.

Mr. Agarwal also testified that:

e He did not know whether the methodology usedllocate expenses for Android was the
same as that used for other Google business uhits51(7-22.)

¢ He did not know whether the “consistentthmology” that generasethe Android P&L had
been used before January 2010, whejoimed the Android finance teamld(52:1-14.)

e He did not know who at Google would knavihat methodology was used to generate
Android P&Ls before January 2010d.{

e He did not know whether Android’s bookedvé®pment engineering expenses, which hg
admitted were a significant portion of the operating expenses for Android, included any
costs incurred prior téndroid’s launch. I¢. 75:10-76:17.)

\1%4

e He did not know whether Android’s engareng expenses had been amortizdd.) (

e He did not know who at Google would know ether Android’s engineering expenses had
been amortized.Id.)

C. Dr. Cox relied, and Dr. Kearl indirectly relies, on Mr. Agarwal and the P&L,
despite the fact that Mr. Agarwal coul not confirm that all of the Android
expenses contributed to Android’s profits.

In his calculation of infringer’grofits, Dr. Cox testified that Heimself did not try to determing

5
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what Google expenses were prdpallocable to Android. (Delorn Decl. Ex. D (Cox Dep. 46:16—

47:21) (“I didn’t do an allocation. | jusbok the expenditures that Google had booked on its P&Ls

Android, having determined based on the sourcegthatited that it was appropriate to do so.”) Dr.

Cox is not an accountantld(145:18-21.) The “sources” on which Dr. Cox relied were limited to
what appears to be a recent version of the é&iddP&L document, the transcript of Mr. Agarwal’s

30(b)(6) deposition cited above, and two off-tkeord conversations with Mr. Agarwalld(47:3-21,

N
®©
N
@
o
©
N)
N—r
‘

That document was produced to Oracleas$ of “backup” to Dr. @Gx’s reports in October,
several months after the closedidcovery. Dr. Cox conceded tliae document was not audited, an
that as far as he knew, none of the historical &gun the P&L had beemdited either. (Dearborn

Decl. Ex. D (Cox Dep. 80:22 —82:3).).

The sole basis for Dr. Cox’s determination ttiegt engineering expeesin Google’'s P&L are

attributable to the Android platform an interview he conducted wikhr. Agarwal. _

At his deposition, Dr. Cox testiftethat he understood that heswvaquired to calculate which

expenses were attributableAadroid. (Dearborn Decl. Ex. [Cox Dep. 69:6-10).) He also

6
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acknowledged that Mr. Agarwal, thels@ource identified in his repotestified thahe “didn’t know
what the methodology is,” that “[@]didn’t know exactly the mannerwhich the engineering expens
were booked, or in his words allocated, to Android, thiedsales expenses fondroid,” that he did nof
know what methodology was used prior to Jan2&10, and that he did not know whether that
methodology had changed before 201@. §9:11-82:25.) Yet he conced#wht he relied on no
sources other than Mr. Agarwal and the P&L to deiee the allocation of expenses was appropriat
and did no diligence other than talking with Mr. Agat to verify the statement in his reporBeg id.
79:6-80:7.)

D. Dr. Kearl relies on Dr. Cox, and did no independent analysis of his own.

In his report, Dr. Kearl deducted the same esps as Dr. Cox. His sole basis for those
deductions is Dr. Cox’s report. (Dearboredh Ex. E (Kearl Report 1 121, 122, Table 9); Ex. F
(Kearl Dep. 207:21-209:13).) He testdfithat he had “not gotten inwad in sort of whether these
numbers in the Google reports arewaate,” nor did he have any way determine whether or not the
actual expense item was propealipcated to Android as oppostamlanother business operation.

(Dearborn Decl. Ex. F (Kearl Dep. 207:24-208:17).)

E. Google will not be able to establish tat the costs contributed to Android’s
profits, because it has no witness who naspeak to the proper allocation of costs
to Android.

Based on the record evidence, Google will noable to establish leey foundational fact for
each element of cost it seeks to deduct—that tee"actually contributed to sales of the infringing
work.” Frank Music 772 F.2d at 516.

First, Mr. Agarwal is not on Gogle’s witness list. JeeDkt. No. 525-3; Dkt. No. 840.) The
court has limited each party to the witnesses disdloséhe joint proposed pirédl order. (Dkt. No.
675 7 4.) Google may argue that it reserved the t@ball any person on Ora&c$ witness list, but Mr
Agarwal is only listed as testifying by depositiom Oracle’s list. (Dkt. 522-at 13.) As described
above, Mr. Agarwal’s deposition pralgs no basis for concluding traaty cost in the P&L should be
allocated to Android.

Secondeven if Google could call Mr. Agarwal to tegtdt trial, he could not testify that any g

the costs were “entirely and diticattributable to the Androiglatform” (Dearborn Decl. Ex. C (Cox
7
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Report at p. 32 and n. 117)), because he concedes deposition that haid not know how Google
made that determination. (Dearborn Decl. EXAgarwal Dep. 51:1-17).) Mr. Agarwal was not
testifying based on “firsthand kndsdge.” (Dkt. No. 632 at 3.) He was Google’s corporate
representative. His answers bind the comparadasssions, but cannot beed by Dr. Kearl or
Google’s experts to fulfill or comment on Googldurden. He cannot be permitted to profess
ignorance of Google’s P&L cost allocation methodologiis deposition as a corporate designee, b
suddenly remember that methodology in intemgevith Google’s expegs and at trial.See
Calzaturficio S.C.A.R.P.A. s.p.a. v. Fabiano Shoe Co., 204 F.R.D. 33, 36 (D. Mass. 2001) (holdi
that interpreting Rule 30(b)(6) to require a camys witness to preparfor the deposition is
“necessary in order to make the deposition a nmggmi one and to prevent the ‘sandbagging’ of an
opponent by conducting a half-hearted inquiry bethe deposition but a thorough and vigorous on
before the trial. This would totally defeat the pase of the discovery proce3s(citations omitted);
see alsdkt. No. 676 at 7 (Omnibus Order on Motiond.imine) (“In the interest of fairness, Mr.
Lindholm cannot testify on matters he redd to address during his deposition.”).

Third, Dr. Cox explained that he did no otheediiligence to understand the methodology in
the Android P&L document, or to determine whetthe costs it lists were properly allocated to
Android, other than discussing that document with Mr. Agarwal. (Dearborn Decl. Ex. D (Cox D¢

75:19-76:22).) As a consequence, even if the B&tument is admitted into evidence, neither Dr.

Cox nor Dr. Kearl can testify as tehether any of its costs contriled to Android’s revenues because

neither did any independent verification of theimote determine whether that allocation was corregt.

See Kilgore v. Carson Pirie Holdings, In205 F. App’x 367, 372 (6th Cir. 2006) (expert testimony
was “not supported by sufficient dadareliable methodology” where expeelied on an article but
“did not know on what research or methodology thelarwas based, and he admitted that he did n
conduct any independent raseh on this subject.”).

Fourth Google should not be permitted to havemeather witness atial support Dr. Cox’s
expense calculations, and Dr. Kearl's assumption@na€ox’s calculation & correct, by testifying
that the allocation of ggenses on the Android P&L is correct. To permit Google to do so would

undermine the purpose of discovery in at leasteluritical ways: (1) Googlwould be allowed to
8
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circumvent the testimony of i80(b)(6) designee, who was unabletovide any information that
would confirm that Google correctly accounted Amdroid expenses; (2)&gle would benefit from
its failure to present a 30(b)(6) witness wlonlld testify intelligently about Android expense
allocation; and (3) Google would evade the rule #8ma¢xpert must disclose the bases for his or her
opinions, by citing one basis in discovery, and sulistgua different one at trial, when the original
basis collapses.

Thus, no witness at trial will bable to support Dr. Cox’s assumptions, or Dr. Kearl's adopti
of Dr. Cox’s assumptions, as to the allocatiomadts between Androichd Google’s other business

units.

F. Allowing Dr. Kearl to testify as to the proper cost deductions would be improper
under Daubert and prejudicial to Oracle.

Because no witness at trial can support Dr. €assumptions as to the allocation of Android
costs and Dr. Kearl relies on Dr. Cox’s assumpti@mnsKearl's lacks foundation and this defect can
be cured at trial.

An expert must base his testiny on relevant facts or dat&eeFeDp. R.EviD. 702, 703see
also Uniloc USA, Inc. v. Microsoft Cor®32 F.3d 1292, 1315 (Fed. Cir. 2011) (a damages expert

“tie the expert testimony on dages to the facts of the case.’As this court wrote iTherasense

The more central the “fact” issue is in the overall opinion and overall trial and the
more controverted the “fact” is in themtext of the case, the more due diligence
an expert should exercise before metaking a partisan’s word. At some point,

as here, the supposed fact is too impuarand too controverted and should be
addressed by witnessetth firsthand knowledge.

Therasensg2008 WL 2323856, at *2.

The proper allocation of costs has crossed this thresholdpofiamce. Prof. Cockburn has
shown that Google’s Android revenuesaiingh 2011 amount to more t- After
accepting that albf Dr. Cox’s cost adjustments contributedAndroid’s profits, Dr Kearl is prepared
to testify that the measure of infringer’s prefitamages (as of September 2011) i-
(Dearborn Decl. Ex. E (Kearl Report@dla 9).) Dr. Kearl assumed thiiie cost allocations in Dr.
Cox’s report were correct; Dr. Cox assumed that Mr. Agarwal could confirm the accuracy of the

allocation on the Android P&L; and Mr. Agarwalradted that he had no understanding of how that
9
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allocation was done in the first place. Dr. Kearl haseliable or reasonable basis on which to rely
Dr. Cox’s opinion.

Dr. Kearl acknowledged at his deposition that “é #vidence is these costs are less, or they
should have been amortized differently, themniethodology would have — you know, | would tell tf
jury, if asked, that the jury neetts make those adjustments, avduld make the adjustments for the
jury and present the numberstbem.” (Dearborn Decl. Ex. fKearl Dep. 208:18-209:13).) But the
only opinion Dr. Kearl has offered Ims report is that, in effecall of the cost deductions are
attributable to Android, because he has accepte@®¢’s categories of dediigns. (Dearborn Decl.
Ex. E (Kearl Report Table 9).) The Court hassapdly emphasized that expert testimony will be
confined to the material disclosed in the repottsan exception were made for Dr. Kearl, it would
undermine the discovery process and prejudice Or&atmgle would be able t@void the testimony of
its Rule 30(b)(6) witness and the disclosed opinions of its retained expert by withholding, and th
offering, more favorable evidencetasl, which Dr. Kearl would themcorporate into newly disclose
analyses at trial. ThuBr. Kearl can proffer no ber opinion as to allocatn or accounting of costs g
trial 2

1. CONCLUSION
For the reasons stated above, @ourt should prohibit Dr. Keldrom testifying as to the

amount of Google’s cost deductionghiis infringer’s profits analysis.

Dated: April 2, 2012 STEVEN C. HOLTZMAN

By: /s/Steven C. Holtzman
Steven C. Holtzman

Attorneys for Plaintiff
ORACLE AMERICA, INC.

% In contrast, it is appropriate for the experts to apply theiriqusly disclosed methodologies to

updated revenue, profit, and loss data from the montiaseba the close of discovery and trial. In thiat

circumstance, the nature of the opinion #relcharacter of the evidence is unchangbeé data is
merely updated.
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