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NOT FOR CITATION

IN THE UNITED STATES DISTRICT COURT

FOR THE NORTHERN DISRICT OF CALIFORNIA

TESSERA, INC.,
a Delaware Corporation,

Plaintiff,
V.

SONY CORPORATION,
a Japanese Corporation,

Defendant.

SAN JOSE DIVISION

No. C11-04399 EJD (HRL)

ORDER (1) GRANTING IN PART
PLAINTIFF'S MOTION FOR
SANCTIONS; (2) DENYING
DEFENDANT’S MOTION TO STRIKE
PLAINTIFF'S MOTION FOR
SANCTIONS; AND (3) GRANTING
DEFENDANT’S MOTION FOR
LEAVE TO FILE SUPPLEMENTAL
MEMORANDUM

[Re: Docket Nos. 205, 215, 323]

Tessera sues Sony for unpeagalties on semiconductor packages it claims are owed

pursuant to a licensing agreement, as found by apamdkent auditor. Presently before the Cou

Tessera’s motion for sanctions for Sony’s failurelisclose information it was ordered to produg

and subsequently providing the withheld infotima to its own expertgs well as for Sony’s

improper instructions to an expevitness not to answer questiaaists deposition. Tessera seek

the exclusion of evidence and witness testimargddition to monetary sanctions. Sony opposq

the motion for sanctions and filed its own motiorstioke Tessera’s motion for sanctions. Both

parties have moved to file padétheir papers andxaibits under seal. Upon consideration of thg
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moving and responding papees well as the arguments of counseis Court grats in part the
motion for sanctions and desi the motion to strike.
BACKGROUND

Tessera alleges that by failing to produceistovery documents it later provided to its
experts, Sony was in direct violation of thisu€t's Orders on Discovemispute Joint Reports Tw
and Four (“DDJR #2” and “DDJR #4”). In the Ordn DDJR#2, this Court stated, in relevant p
“To the extent that Sony has information requebtethe Auditor, but not mvided to the Auditor,
Sony is ordered to produce that information.” Order on DDJRs 1-4 and Motion to Strike (“Of
DDJR #2”), Dkt. 72, at 2. The Order on DD3R provided that “Sony shall produce responsive
documents/information for all Sony products tbamtain the technologyncluding third-party-
supplied off-the-shelf technology.Order on DDJR #4, Dkt. 83, 2t3. The “technology” referred
to “packages at issue,” which are packages wetitain specifications, auding that the “thickness
of the reinforced substeis .36mm or less.” DDJR #4 Supplement, Dkt. 77, at 2.

While Sony initially argued that it should noé¢ required to producedhnformation related
to third party products because it would be too enstdme, it later assertdtht it did not have the
information. Tessera then resorted to hiringgeapert, Dr. John Bravmatg reverse-engineer, at
great expense, a wide array of S@ngducts to determine whether thmyntained packages at iss
Bravman found that many Sony products contapexckages at issue, including Sony-branded
packages on which it had not paayalties. Based on this sample, Bravman estimated the totg
number of Sony products containipgckages at issue, and Tessera’s damages expert, Julie O
relied on this estimate to calculatgyalties still owed.Davis also resorted to publically available
data to calculate damages because Sony failpbtade sales data on products containing pack
at issue.

To counter Bravman'’s report, Sony’s expert, Dgan-Paul Clech, purported to show that
many of the packages Bravman reported as packdgesue did not meet the definition because

they had a substrate thickness greater than .36mm. In his @jeatt,relied on documents given

! Following the hearing, Sony moved for leavdi®a supplemental memorandum in opposition
Tessera’s motion for sanctions, which Tessera opposed. The Court grants the motion and v
consider the supplemental memorandum.
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him by Sony that provided the technical specifmasgi of the chips in question and showed that the

packages were designed with substthicknesses greathan .36mm.

Another Sony expert, Dr. Kenneth Serwin, purpadiiteshow that the ey of Sony product
Bravman reverse-engineered were not a reptasesm sample of Sony products sold during the
lifetime of the agreement, and ceqgsiently the estimates of Tessgmxperts based on that samp
were inaccurate. Serwin retl on sales data provided by Sony purportedly showing the specif
number of units of each modelldo Serwin also used thisfarmation to compute Sony’s own
damages estimation.

DISCUSSION
I.  Sony’s Motion to Strike

As an initial matter, the Court addresSemy’s motion to strike Tessera’s motion for
sanctions on the grounds that it is untimely uridecal Rule 7-8 and not in compliance with
Federal Rule of Civil Procedure 37. Sony ratbEssame arguments in opposition to Tessera’s
motion for sanctions. Local Rule 7-8 provides t@hamotion for sanctions . . . must be made as
soon as practicable aftertfiling party learns of the circumsitzgs that it alleges make the motio
appropriate.” Here, Tesserasti learned of the documents Sony withheld in April when Sony
provided its expert reports. Tleeperts were deposed in Maydatranscripts and errata were
received in June and Julyfessera also opposed Sony’s umtiyrsummary judgment motion in
July, and filed the instant motion in earlydgust. Tessera’s de@dn to conduct a thorough
investigation of the situation by deposing Sony’s experts before bringing the motion was a
reasonable one, and further delay caused lmpjssition to Sony’s motion for summary judgme
does not count against it. Thus, Tessera’s motion complies with Local Rule 7-8.

Sony also moves to strike the portion ok3era’s motion for sanctions based on improps
instructions to Clech because Rule 37 requiresatianl of a court order,md it is not alleged that
one applies here. However, tGeurt has inherent authoritygdependent of Rule 37 to award
sanctions for discovery violation&ee Unigard Sec. Ins. Co. v. Lakewood Engineering & Mfg.
Corp., 982 F.2d 363, 368 (9th Cir. 1992) (“This circuishacognized as part of a district court's

inherent powers the broad discretion to malsea@iery and evidentiary rulings conducive to the
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conduct of a fair and orderly trigl.(internal quotations omitted)Thus, Sony’s motion to strike is
denied, and the same arguments raised in oppos$diTessera’s motion for sanctions are likewi
rejected.
II.  Tessera’s Motion for Sanctions
A. Technical Documents

Tessera alleges that the schematic docunpeatsded to Clech should have previously b
produced to it pursuant to the Court’s OrdarDDJR #2 because they were requested by the
Auditor but not produced. However, the Auditor did not specify the packages about which S

was withholding information. Thus, it is unknown whether the information later provided to S

experts was specifically requestedtbg Auditor, and the Court dosst find that Sony violated the

Order on DDJR #2.

As for the Order on DDJR #4, Tessera arguast #s evidenced by Bravman'’s report, the
technical documents provided toeCh related to products contaigipackages at issue and shou
have been produced. Sony counters that the dodarieEmselves show that they do not meet t
specifications of packages at issue and Wner® not discoverable. Whether the technical
documents were subject to the Order on DDJRéfends on two issues over which the parties
disagree: (1) what is the proper measuremetiipackage substrate, and (2) whether Sony w4
required to disclose information relat@dproducts which it had determined diot contain
packages at issue.

Only packages that have a reinforced sualbstgreater than .36mm etehe definition of a
package at issue. Tessera claims that Sonypoperly adding the thickness of the solder masl
layer in its measurement of the substrate, ¢lreagh Sony’s own expert regpedly admitted in his
deposition that the solder mask does not serveindorce the substrate. On the other hand, Sor
claims that this has been tharstlard of measurement consistensed by the parties throughout
the lifetime of the agreement, until Tessera Bravman deviated from it to include only tbare of
the substrate in its measurement. Neither si@gjsment is so unreasonable that this court can
determine what constitutes the proper measureaféahe reinforced substrate of a semiconductg

package. The issue is too teaatiand potentially determinative of the merits of the case to beg
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decided at this stage. Thus, the Court cannonitigély state that the technical documents relat
to packages at issue and that theirldmere was required kijpe Order on DDJR #4.

Regardless, Tessera claims tBany was required to disclose information sufficient to a
Tessera to make the determination as to whetlpeoduct contained a packaat issue. However,
the DDJR #4 Supplement submitted by the parties spaliyfistates that the definition of packag
at issue included both (1) packages that meéioespecifications, and (2) packages for which
Sony has not determined whether it meets thesefigadions. Furthermore, Tessera noted that
latter category was “necessary to ensure thay 8oes not seek to evade its . . . obligations by

purporting not to know what it is selling. Sonyhand should ascertain which packages meet t

definition . . . . If Sony is unwilling to do that,eh at a minimum it needs to provide Tessera with

the information necessary for Tessera to make that determination.” DDJR #4 Supplement a
Thus, the information Sony provided to Clech wasinfmrmation related tproducts that contain
packages at issue because Sony, as demandestbgra, independently made the determinatiol
that they were not packages at issue. Adagiy, Sony did not violatéhe Court’s Order on DDJH
#4 by failing to produce the technical documents.
B. Sales Data

In the parties’ DDJR #4 Supplement, Tesseex#igally requested the quantity of end
products containing packages sgue sold, transferred, or usetémally by Sony. The Court ther
ordered Sony to “produce responsive documeifitsfimtion for all Sony products that contain

[packages at issue].” Order on DDJR #4, at 2. Sony did not produce information about the
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of end products as requested byJera and ordered by the Court, ibsubsequently provided sales

data to Serwin including this a&t information. Thus, Sony failed to produce documents in its
possession to Tessera in violatmithis Court’s Order on DDJR #4.

“If a party . . . fails to obey an order togprde or permit discovery . . . the court where
action is pending may issue furthast orders[which] may include. . prohibiting the disobedient
party from . . . introducing dggnated matters in evidence.” Fed. R. Civ. P. 37(b)(2)(A).
Accordingly, Tessera requests that the Cotdler exclusion of evighce and testimony from

Serwin based on the withheld sales data. Howdlrat sanction seems to this Court to be
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disproportionate to Sony’s offensg&essera’s prejudice is that tluey may tend to give more credi

to the conclusions of Sony’s damages expert, wied astual internal sales data, than to Tesserp’s

expert, who used publically available data. Trigjudice can be cured by an adverse inference
instruction.

Rule 37(c) provides that when a party failglteclose or supplemeah earlier response, a

court “may inform the jury of the party’s failure Fed. R. Civ. P. 37(c)(1)(B). Although this is npt

a specific sanction listed under R@#(b) for failure to complwith a court oder, the Court
believes it is a “further just order®ee Fed. R. Civ. P. 37(bgee also Unigard Sec. Ins. Co., 982
F.2d at 368 (9th Cir. 1992) (“This circuit has recognized as parddtrict court's inherent power

the broad discretion to make discovery and evigdgnrulings conducive tthe conduct of a fair

and orderly trial.”) (internal quotians omitted). Accordingly, thi€ourt recommends that the jury

be instructed as follows:

During pretrial discovery, th Court ordered Sony to produce its sales data to

Tessera so Tessera could use it to arave calculation of claimed damages.

Sony did not comply with that ordemé Tessera had to use publically available

Sony sales information to calculate its mlad damages. Sony later gave its sales

data to its own expert who used itdalculate a measure olmages different

than Tessera claims. You may infer tBainy did not turn over its sales data to

Tessera, as it should have, because iebetl the actual, complete sales data

would have helped Tessera and hurt Sony.

C. Clech’s Deposition

Tessera asserts that Sonyainsel improperly instructed Cledot to answer more than
fifty questions at his depositiorAs discussed above, Sony’s condwes not in violation of a couf
order and Rule 37 does not apply. Tessera ask3ahe to invoke its inherd authority to award
sanctions for Sony’s improper instructions. Sony agdhat its instructions were proper pursuar
Rule 26(b)(4)(B), which protects drafts of expeports as work produand Rule 26(b)(4)(C),
which protects communicationstia@en a party’s attorney and expert witness. However, Rule
26(b)(4)(C) expressly does not prateommunications to the extent thhey identify facts, data, g
assumptions. As these rules were added a®ptre 2010 amendmentstlit case law exists to

provide guidance as to the scopdha protection they afford. Priethbly, Tessera'’s interpretatiof

[72)
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provides limited protection with far-reaching extieps, while Sony reads the rules to provide
broad protection with narrow exceptions.

Rule 26(b)(4)(B) extends work product protentto “drafts of any report or disclosure
required under Rule 26(a)(2) [Disclos of Expert Testimony], regdeds of the form in which theg
draft is recorded.” Sony inmgrets this rule as prohilng discovery related to tharafting of the
report, and instructed Clech rfotanswer any questions retagito the report’s preparation.
However, the rule makes clear that the protectioiegpnly to the draft itseih its recorded form
not any information related to tipeeparation of the report. Thusony’s instructions not to answg¢
such questions as, for exampleetiter Clech typed the report hietfs were improper. However,
it does not appear that these instions prevented Tessera frédatly exploring Clech’s opinion,
the bases for his opinions, and his credibility.

Rule 26(b)(4)(C) similarly mtects as work product:

communications between the party's attoraggl any witness gaiired to provide

a report under Rule 26(a)(2)(B), regardle$she form of the communications,

except to the extent that the communimasi (i) relate to compensation for the

expert’'s study or testimony; (ii) identify facts or data that the party's attorney
provided and that the expert considered in forming thei@ps to be expressed,;

or (iii) identify assumptions that the pgg attorney provided and that the expert

relied on in forming th@pinions to be expressed.

Tessera points to the Advisory Committeetdsoon the 2010 Amendments to support its
narrow interpretation of the protém provided under this rule.

Rules 26(b)(4)(B) and (C) do not impedescovery about the opinions to be

offered by the expert or the developmefbundation, or basis of those

opinions. . . . Counsel are also free tosimm expert witnesses about alternative
analyses, testing methods, or approaches to the issues on which they are
testifying, whether or not #éhexpert considered them in forming the opinions
expressed.

Tessera reads these noteff #sey provide additional eeptions, that attorney-expert
communication is discoverable teethxtent it involves alternatianalyses, testing methods, etc.
But the text of the rule and other portions & tommittee notes make clear that the protection
broad, and the exceptions are limited. “Althoagtorney-expert communications are generally

protected by Rule 26(b)(4)(C), tipeotection does not apply to thetemt the lawyer and the expel

communicate about matters that fall within theseeptions. But the discovery authorized by the
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exceptions does not extend beyond those specific topics.” Fed. R. Civ. P. 26(b)(4) Advisory

Committee Notes on 2010 Amendments. Furthermoeegtbeptions are also very limited in theji

application. “The exception applies only to comneations ‘identifying’ thefacts or data provide(
by counsel; further communications about the poterglalvance of the facts or data are protectg
Id. Here, Sony even qualified some its instructioasto answer to account for the exceptions,
telling Clech not to answer except to the extaatquestion calls for an assumption on which he
relying for his report. Thus, the Court doesfmud that Sony’s counsel improperly instructed
Clech not to answer questions as theggieed to his communications with counsel.

Because Sony'’s instructions related to a#graxpert communication were proper, and it
improper instructions not to answauestions related to the drafii of the report did not prejudice
Tessera, the Court will not award Tessera sanctions.

. Costs

In addition to evidentiary sanctions, Tessesm akquests an award of reasonable expen
caused by Sony’s failure to comply with the Couat'ders pursuant to Fed. Riv. P. 37(b)(2)(C).
Specifically, it requests $640,000 for Bravman’s regeengineering project. However, the Cou
found that Sony only improperly viibeld sales data, not technidaicuments that would have
eliminated the need for Bravman’s project. Tesskd not request expensgsecifically related to
the withholding of the sales data, and the Couesdut think that it could reasonably demonstrg
what, if any, additional costs were incurred by hguDavis rely on public information rather thar
Sony-provided sales data. Coftexpenses”) are denied.

CONCLUSION
1. Sony’s Motion to Strike Tesseradotion for Sanctions is denied;
2. Tessera’s Motion for Sanctions is
a. Granted to the extent the Court recommemadsdverse inference instruction tq
the jury about Sony’s failure to produce sales data, and

b. Otherwise denied.

nd.”

S

5€S

\te

N




For the Northern District of California

United States District Court

© 00 N O o b~ wWw N PP

N N N N N DN N NN R P P B B R R R R
w ~N o O~ W N P O © 0 N o 00 M W N B O

IT IS SO ORDERED.
Dated: October 18, 2013

WARD R.®LOYD
UNITED STATES MAGISTRATE JUDGE
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C11-04399Notice will be electronically mailed to:

Aaron William Moore  amoore@foley.com, cdownie@foley.com
Benjamin W. Hattenbach bhattenbach@irell.com

Brandon Marsh  bmarsh@irell.com

Eileen Regina Ridley eridley@fgleom, Isilva@foley.com, tschuman@foley.com,
wdelvalle@foley.com

lan Robert Washburn iwashburn@irell.com
Lucas Isaac Silva Isilva@foley.com

Matthew Burt Lowrie  mlowrie@foley.com
Melissa R McCormick  mmeccormick@irell.com
Morgan Chu  mchu@irell.com

Richard William Krebs  rkrebs@irell.com, cmedina@irell.com, rborown@tessera.com,
Slee@irell.com, sveeraraghavan@tessera.com, tegarcia@tessera.com

Ruben J. Rodrigues  rrodrigues@foley.com
Victor de Gyarfas vdegyarfas@foley.com, LACA-LitigationDocket@foley.com

William Joseph Robinson  wrobinson@foley.com, LACA-LitigationDocket@foley.com,
Isaptoro@foley.com

Counsel are responsible for distributing copiesf this document to co-counsel who have not
registered for e-filing under the court's CM/ECF program.
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