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21 Motion in Limine No. 1: To preclude reference to the Administrative LawJudge’s (“ALJ")
22 non-infringement decision inpending International Trade Commission (“ITC”) action
23 GRANTED. Defendants LS| Corporation and Agere Systems LLC (collectively 9LSI”
24 movein limineto preclude plaintiff Realtek Semiconductor Corporation (te&g from
25 referencing the ALJ’s Initial Determination inm &TC action involving LS| and Realtek.
26
Specifically, the ALJ found that Realtek does not infringe the patessisit. Both parties’ experts
27
28 have based their reasonable and nondiscriminé&tBAND”) royalty rate calculations for the
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patentsin-suit on the assumption that the patantsuit are valid and infringed by Realtek. Thus,
LSI argues that the ALJ’s decision is irrelevant and not admissible under [FRdleraf Evidence
(“FRE”) 402.1n the alternative, LS| argues that the court should exclude the ALJ’s decisian un
FRE 403 because any relevance is outweighed by the danger of unfair pré&jeditek continues
to assert that the ITC’s Initial Determination is relevant and admissibsibe, “[ijn setting the
RAND rate, the court must consider the technical contributions (or lack thefeofjatent to a
standard, and the need for the standard implementer to infringe the patents io praeticethe
standard.” Realtek’s Opp’n 1, Dkt. No. 124<¢iting Microsoft Corp. v. Motorola, IngcCase No.
10-1823, 2013 WL 2111217, at *18 (W.D. Wash. Apr. 25, 2013). Although the court agrees th
final non4infringement decision with respect to the patentsuit could be relevantfer example
with respecto the patent’s contribution to the technical capabilities of the standard or to the
standard implementers’ products or the availability of alternatives to thegzhtenhnology that
could have been written into the standattlerelevance is limited here because of thefimad
nature of the ALJ’s decision. As discussed in more detail in the court’s OrdesiReSuUbmission
Pursuant to the Supplemental Case Management @klefNo. 167 at 5 (“September 26, 2013
Order”), the court concides that any limited relevance is outweighed by the danger of unfair
prejudice and misleading the jury.

Accordingly, the court GRANTS LSI's Motioim LimineNo. 1.

Motion in Limine and Daubert Motion No. 2: To preclude plaintiff's economic expert Dr.
Leonard’s testimony concerning the RAND rate in théMicrosoft case

DENIED. LSI movesn limine and under th®aubertstandard to preclude Realtek from
presenting Dr. Leonard’s expert testimony based on Judge Raladctgations of the RAND rate
for twenty-four of Motorola’s 802.11 standard essential patents (“SEP#jdrosoft v. Motorola
LSI contends that using Judge Robart’s determination, as apportioned to theipataittbere, is

an arbitrary starting p&e for a RAND determination.
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Realtek counters that tiMicrosoftrate is “a relevant comparable to use as a benchmark
because iMicrosoft Judge Robart similarly determined [as did Dr. Leonard here, that] Motoro
802.11 [SEPs] were of minimak antevalue.” Realtek’s Opp’'n Moreover, Realtek argues that
Dr. Leonard does not rely on Judge Robart's RAND determinations as a starting paathéut
uses a comprehensive analysis of a variety of licenses, including Judge KRRBAND
calculations, moified by theGeorgia Pacifi¢ factors, to determine the appropriate RAND rate fg
the patentsn-suit.

In his expert report, Dr. Leonard considers two RAND rates determined by Rodge for
twenty-four of Motorola’s 802.11 SEP3udge Robart calculatesheRAND rate for Microsoft’s
non-Xbox products and another for the Xbox. Dr. Leonard apportioiddtaola court-
determined RAND rates (which applied to Motorolai®nty-four SEPS) to the two patentssuit
here, by dividing the rates by twelir. Leonard themses these coudetermined values, along
with other license agreements, as data points in determining the lower bounds oSimvatild be
willing to accept and the upper bounds on what Realtek would be willing to pay in a hypbtheti
negotation. Seel.eonard Report § 144, Dkt. No. 175-1 (under seal). Contrary to LSI's assertior
Leonard did not use Judge Robart’'s RAND determinations, or his apportionment thgiof,
“starting point” for a reasonable royalty calculati®ather, Dr. Lenard selects another Realtek
licensewith a thirdpartyas “the best benchmark for the outcome of the hypothetical negotiatio
between Realtek and LSI/Ageréd. § 174. Dr. Leonard concludes that this benchmartuisier
supportedoy Judge Robart’s finding of the appropriate RAND royalties for Motorola’s 802.11
[SEPs].”Id. § 175 (emphasis added). Contrary to LSI’s assertion, Dr. Leonard’s testimony

concerning the coudetermined RAND rates iblicrosoft v. Motorolas not arbitrary but tailored

to patents that were similarly determined to contribute minaxantevalue to the 802.11 standard.

Dr. Leonard’s reliance on the cowleétermined RAND rates iMicrosoftas part of a more

! GeorgiaPacific Corp. v. U.S. Plywood Cor818 F. Supp. 1116 (S.D.N.Y. 1970).
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comprehensive analysis, in conjtina with otherthird-party licensesis not arbitraryAlthough the
apportionment technique used by Dr. Leonard (to refleditbg@atentsin-suit hereversus the
twenty-four Motorola SEPs) assumes equal contributions by each of the twenty-four patents g
does not account for the relative contributions, the awawérthelessonsiders it satisfactoryvay
to reflect the RAND royalty rate that might pertain to two, versus twintlypatentsand is a
reasonable point of comparisasa part oDr. Leonards more comprehensive analysis.
Accordingly, the court DENIES LSI's Motiom LimineandDaubertMotion No. 2.

Motion in Limine and Daubert Motion No. 3: To exclude testimony of Richard Donaldson

GRANTED. LSI movesn limineand under th®aubertstandard to exclude the expert
testimonyof Richard Donaldson (“Donaldson”) directed to whether LSI's June 20, 2012 propo
Realtek complied with LSI's RAND commitmentsSI argues that Mr. Donaldson’s report goes
only to breach of contract liability, which is no longer at issue in this case, and tintgelevant.
Realtek counters that Mr. Donaldson’s testimony is directly relevant teshe of whether Realtek
failed to mitigate its damageRealtek, however, has also mowedimineto excludeLSI from
relying on the June 20, 2012 proposal as part of any defense that Realtek failegiti msti
damagesAs discussethfra under Realtek’s motions, the court concludes that any evidence
regarding the June 20, 2012 proposal cannot be considered on the mssigatibn of damages.
LSI did not dismiss Realtek from theC action prior to its purported attentptnegotiateRealtek
was under no duty to negotiate in an unfair bargaining position under the threat of an exclusidg
order.In light of the court’s ruling excluding evidence or argument regarding the June 20, 201
offer, Donaldson’®pinion going to whether LSI's June 20, 2012 proposal was a RAND offer is
excluded

Thus, the courGRANTSLSI’'s Motion In LimineandDaubertMotion No. 3.
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Motion in Limine and Daubert Motion No. 4: To preclude Realtek from introducing: (1) Dr.
Leonard’s purported expert opinion on breach of contract damages; and (2) its ITC
proceeding legal invoices to prove breach of contract damages

GRANTED-IN-PART AND DENIED-IN-PART. LSI movesin limineand under the
Daubertstandard to preclude Realtek from introducing at trial redacted billing refcondsts
counsel in the ITC action and Dr. Leonard’s analysis thereof in his expertsrepdsreach of
contract damges.According to LSI, the billing records are so heavily redacted that it is imp®ss
to tell whether the fees are reasonabt&. contends that Dr. Leonard failed to opine on the
reasonablenessf attorneys’ fees (and is not qualified to do so in any event), but simply added

the total fees and costs incurred from Realtek’s redacted invoices.

Realtek represents that, following LSI's motiorlimine, it made a supplemental production

of its invoices from the ITC action, removing most of the redactions, such that kSemew the
billing records for reasonablene&ealtek further argues that Dr. Leonard was qualified to make
damages calculations.

As Dr. Leonard performed little more than simple addition of the legal invoice tdtals, t
court finds that higalculationsof Realtek’s damages in defending the ITC acdomadmissible
SeeExhibit 7 to Leonard’s Supplemental Expert Report, Dkt. No. 175-6 (adding Realtek’s ITC
related litigation expensesylicrosoft v. Motorola C-10-1823JLR, 2013 WL 4008822, at *6 (W.D,
Wash. Aug. 5, 2013) (“There is not, however, an implicit requirement in Federal Rule ofi¢&vidg
702 that the proffered expert make complicated mathematical calculatidime "gourthowever,
limits Dr. Leonard’s testimonipo expainingonly Realtek’s expenses actually incurred in defendi
the ITC action, andot the reasonableness thereahich would likely require some knowledge or

expertise in ITC litigatiorf. There is no evidence, however, that Realtek incurred greater than

2 Contrary to LSI's position,.Sl's economic expeibr. LayneFarraropined that “breach of
contract damages . . . will amount to the reasonable and unavoidable legal expensedt¢hat Re
incurred in the ITC mattekVhen sufficient documentatidrecomes availabléwill calculate that
figure.” LayneFarrar Report 170(a), Dkt. No. 178-Gemphasis added] hus, LSI cannotery

well argue that Realtek’s economic expert is unqualifbschtculatedegal expenses when its
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normal attorneys’ fees in defending the ITC actiarfact, Realtek’sinvoices show that on multiple
occasions Realtek paid its invoices early to receive a fifteen percent discounlegalifees.
Absent any indication that Realteldgorneys overcharged Realtek for its ITC defense, the cour
concludeghatRealtek’s actual invoices from the ITC proceedingsild satisfy Realtek’s initial
burden to supply the actual amount of damages it suffered in conjunction with ideldiGeSee
Restatement (Second) of Contracts § 347 (1@8aj)ing that, subject to the duty to mitigate
damagesinter alia, the injured party may recover its actual loss sufferesl), should it choose to
so argue, would then have the burden of shothagRe#ek failed to mitigate damages by
incurring unreasonable attorneys’ fe€simmings v. Amtrak Nat'l| R.R. Passenger Cdr§9 F.3d
1331 (9th Cir. 1999(the breaching partyhas“the burden to prove by a preponderance of the
evidence (1) that plaintiff fagld to use reasonable efforts to mitigate damages and (2) the amot
which damages would have been mitigated

Realteksupplied unredacted invoices of its attorneys’ fees to LSoblytafter the close of
discovery.LSI may stillreview thenewly submitedinvoices from Realtek and present any
arguments that Realtek’s attorneys’ feestaneasonable, so the court will not grant LSI's motior
in limine as to Realtek’svoices. However, because this supplemental production occurred aft
close of discovery, LShaynothavehad sufficient opportunity tevaluatehe reasonableness of
Realtek’s attorneys’ fees. Therefore, to avoid prejudice toth8I¢ourt concludes that L8lay
present ajualifiedexpert on the issue of the reasonableness of Realtek@féles condition that
his or herexpert report on the reasonableness of thosaedgeevided taRealtek before trial.
Realtek, however, is not entitled to re-open discovery with respect to that expenrtdacted
invoices should have been made availableSI before the close of discoverihe court

GRANTSIN-PART andDENIESIN-PART LSI’'s Motion In LimineNo. 4.

economic expert represents that gliledo the sameHowever, in response to Realtek’s motion
limineto exclude Dr. Layné-arrar's experopinion on damages, LSI represents that Dr. Layne-
Farrar will not testify as to Realtek’s failure to mitigate damaged is not qualified to do so.
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Il. PLAINTIFF'S AMENDED IN LIMINE AND DAUBERT MOT IONS

Daubert Motion: To exclude theopinion and testimony ofdefendants’economic expert Dr.
Layne-Farrar that rely on a flawed comparison of the calculated value of the “Via Poolith
that of the LSI SEPsin arriving at a value for the patentsin-suit.

GRANTED. Plaintiff seeks to excludine portions of theebuttalopinionof LSI's
economics expeidr. LayneFarrarthat rely on théVia Pool” on the grounds that sleagages in an
unreliable and flawed methodology for determining the value of the paesistin comparison to
the Via Pool?

Dr. LayneFarrar relies on th&ia Pool as one benchmark in her more comprehensive
analysis of thireparty licensesSeelayne-Farrar Report 1 16407 * She recognizes that the Via
Pool is “an imperfect RAND benchmarkd. 9 113, but nevertheless includes it in her analysis.
With respect to the Via Pool analysis, Dr. Layne-Farrar concludes that il Wwewinreasonable to
simply divide the royalty rate for a license to the pool by the total number of patethie pool to
come up with a RAND royaltyate per patentd. § 116.Instead, she applies a “patent citation”
analysis to determine the comparative value of L&02.11SEPsto the patents in the Via Pool.
She performs this patent citation analysishlculatingthe number of times aflineteerof LSI’s
802.11 SEPs are cited in later pateStsethen performs the same patent citation analysis with

respect tB77 paterg she believes are part of t882.11 standard (and a part of the Via Pool) in

order to obtain a ratio of the value of [$S802.11 SEPs in comparison to the other 802.11 SEPS i

the Via Pool. Based on her citation analyses, calculations, and comparisons, siuestratl
LSI's 802.11 SEP portfolio is about three times more valuable than the Via Pool pateniopdoftf
1 128. Thus, she multiples the Via Pool royalty rate by 2.5 to obtain a “conservativeimaekc

royalty rate for LSI's 802.11 SEportfolio. Id. From there, for lack of a better way to apportion th

®Dr. LayneFarrar'sexpert report indicates that neither pat@rsuit is part of the Via PooLayne
Farrar Report $2, Dkt. No. 170-2 (under seal).

* She concludes, however, that a license between LS| and a third party is the mobt helpf
benchmark foher RAND royalty rate calculatiomd. 7 108112.
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value down to the two patenits-suit, she simply divides the determined royalty rate for LSI's
802.11 SEP portfolio by nineteen (the number of patents therein) to determine the R/&N\D ro
rate for each individual patend. 1 139141.

Although Dr. Layne-Farrar’s patent counting metioalybe an acceptable methodology tg
determine the relative value of patent portfolgese idf{ 117119,the fact that she applied this
methodology taletermine the value of LSlentire802.11 SEP portfolio but then did not use it in
calculating the value dhe two patent#-suitresults in a skeweandmisleading aalysis.As

Redtek points out, Dr. Layn&arrar’s report indicates that a vast mayof93%) of the citations

attributed to LSI's 802.11 SEP portfolio come from another patent, which is not one of the-patent

in-suit. If Dr. LayneFarrar hactalculated the value @inly the patentsn-suit based on the patent
citation analysis, the valuevealed for those two patents woudghresenbnly 0.1% of the value of
the LSI's entire portfolioAt her deposition, in response to questions about why she did not per
the patent citation with respect to tine patentsin-suit, she responded:

[A]s | discussed in the report, this apportionment method is good for portfilios.
was designed tanalyzegroups of patentsAnd when you get down to individual
patents, it is not as reliabldét’'s—it's a large numbers approach and so that’'s why |
didn’t use the patent citation apportionment for justth@v numbers of patents, the
one and the two.

Again, I'm not using this method for patent valuatidim using it to apportion and
it’s not an appropriate measure for apportioning down to individuaittpaidere’s
lots of humbers and lots of statistics that are good-for groups of things that
aren’t good for individuals and this is one of theédnd sol didn’t view this method
as appropriate for singling out the '958 or the '867 patents

Bell Decl.Ex. 1 at 96:15-23, Dkt. No. 196-1; 97:12{Enphasis addedBy her own admission,
the patent valuation method is not appropriate for determining the value of individeratspat
Because the issue in this case is the value diwb@atentsin-suit—not LSI’s entire 802.11 SEP
portfolio—Dr. LayneFarrar’s utilization of this approach to assess the value of LSI's 8241

SEP portfolio results in an unreliamdamages calculation
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Accordingly, the courGRANTS Realtek’®aubertmotion andexcludes any evidence or
testimony from Dr. Layné-arrarbased on the Via Pool that goes to the value of L&itse 802.11
SEP portfolio, particularly since one of the patents in LSI's SEP portfolauatscfor 93% of the
pool's citations.

Motion In Limine No. 1: To exclude evidence and argument regarding the 2002/2003
correspondence between Agere and Realtek

GRANTED. Realtek moves limineto exclude the evidence and argument regarding th
2002/2003 correspondence between Realtek and Agere (now wholly bwh&d). LS| contends
that ths correspondends relevant to Realtek’s willingness to mitigate its damages by negotiati
RAND license.The court disagrees with LSI that the 2002/2003 correspondence between Red
and Ageras relevant to miggation of damaged.he court already determined that LS| breached i
contract to theBEEE and to Realtek as a third party beneficiary, and thus any mitigation ofemam
would necessarily occafter the breachThe 2002/2003 correspondens@therwise irrelevant to
the two remaining issues in this case: (1) a determination of a RAND royaltiprahe patents-
suit; and (2) a determination of Realtek’s damages for LSI’'s breach of contract

Accordingly, the court GRANTS Realtek’s Motiém LimineNo. 1 andexcludes evidence
or arguments regardingisicorrespondence under FRE 4B8rther, if the evidence were deemed
to have any probative value, that value would be substarisyeighed bya danger of misleading
the jury and wasting tisn SeeFRE 403.

Motion In Limine No. 2 To exclude evidence or argument concerning alleged infringement of
defendants’ patents by Realtek

GRANTED-IN-PART AND DENIED -IN-PART. Realtek seeks to exclude: (1) Dr.
Negus’s opinion that Realtek practices theeptsin-suit; (2) any speculation about the final
outcome of the ITC action; and (3) any testimony from Dr. Layaear (LSI's economic expert) a

to the value of a lumpum royalty based on Realtek’s past “infringemeb&T does not oppose thg
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second subpart of Realtek’s MotibmLimineNo. 2. With respect to the first subpart, LS| argues
that Dr. Negus'’s opinion is relevant because it goes to the usefulness of theogglofidhe
patentsin-suit to Realteland others in the industry, which is directly relevant to the determinati
of a RAND royalty.As to the third subpart, LS| argues that a one-time, fully paid up lump sum
payment by Realtek is the appropriate royalty calculation to be used in this case

Except for the presumption that the patantsuit are valid and infringed for the purposes
the RAND royalty determination, the issue of whether Realtek actuallygeBithe patents-suit
is before the ITC and not at issue before this céwistaed in the court’s September 26, 2013
Order, the RAND issue in this case is “[a] determination of a RAND royati&far the 958 and
'867 Patents.ld. at 1.Thus, Dr. Laynd-arrar’s calculation of a lumpum royalty paymertiased
upon alleged past infrgement by Realtels inappropriate.

Accordingly, LSI may not introduce: (1) evidence or argument that Realrékges the
patentsin-suit; (2) Dr. Negus'’s opinion to the extent it concludes or suggests iné&iagement
analysisthat Realtek would biable for infringement of the patents-suit; ° (3) any speculation
about the final outcome of the ITC action; or (4) Dr. Lafaerar’s testimony of a lump sum
royalty owedby Realtek based grast infringemenof the patentsa-suit. Dr. LayneFarrar may,
however, offer her opinion regarding an appropriate lumpRAND royalty payment based on
industry standards or some other measure.

The court GRANTSN-PART and DENIESN-PART Realtek’s Motiorin LimineNo. 2 as

set forth above.

®> However, going to the RAND royalty determination, LSI may introduce Dr. Negyshion
regarding: (1) the value of the technology of the pat#nssst to Realtek and others in the industr|
and (2)Realtek’s past lump sum royalty payment(s) tbied-party to the extent that testimony is
otherwise relevant and admissible underDaebertstandard to determining an appropriate RAN
royalty rate in this case.

ORDERRE DAUBERT AND MIL
Case M. C-12-03451-RMW -10-
RDS

of

D




United States District Court
For the Northern District of California

© 00 N o o -~ w N Pk

N N N N N DN DN NN R R R R R R R R R R
0o N o 0N WN P O ©OW 0o N o 0N WwN B O

MotionIn Limine No. 3 To exclude evidence or argument that Realtek failed to mitigate its
damages

GRANTED-IN-PART AND DENIED -IN-PART. Realtek seeks to exclude: (1) expert
testimony on the topic of Realtek’s failure to mitigate its damagggyvi@ence or argumenf
defendants’ June 2012 license proposal, or that Realtek failed to respond (Bgetmlence or
argument concerning the partisgttlement negotiations; and @vidence or argument regarding
Realtek’s other lawsuits against L$he court addresses each separately.

(1) Expert testimony regarding Realtek’s failure to mitigate— GRANTED

LSI represents that it does not intend to offer expert testimony from Dr. {eymnar on the
issue of mitigation of damages (and likewise moweldmineto exclude Realtek’s expert, Dr.
Leonard from testifying to damages generalgcording to LSI, opinion testimony from either
party’s economic expert on the issuarofigation of damages is inappropriafehe court agrees,
and excludes both parties’ expertti@®ny on the issue ahitigation of damages, subject to the
analysissuprawith respect to the admissibility of Dr. Leonardamagegalculations generally.

(2) LSI's June 20, 2012 license proposal GRANTED

Realtekargues that LSI's June 20, 2012 licensing proposal is not relevant to LSI's
mitigation defense because the court has already decided that LSI brisssdtwedract to theEEE
and to Realtek as a third party beneficiayyfailing to license on RANRerms, and any licensing
negotiation thereafter would be inherently unfair based on the threat of an injunctionR&alisk
argues that “because [LSI] did not withdraw (and kalls]not withdrawn) the ITC action and
corresponding threat of an injunction,” Realtek’s Mot. 17, Dkt. No. 178-5, it was under no
obligation to respond to LSI's June 20, 2012 “RAND” offer.

LSI counters that the court has already concluded that the June 20, 2012 proposal is r

blev

to the question of damages, and thus the issue of whether or not Realtek responded to that argur

is also relevant.LSI argues that even if the court considers additional arguments goingvanes,
the June 20, 2012 offer is relevant because Realtek’s failure to negotiate isbisamndrin this
case.

In the September 26, 2013 Order, the court stated:
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If the jury finds that LSI's June 2012 proposal was in fact a RAND
licensing offer, the question arises as to whether Realtek’s refusal to
accept that offer would be a basis to cut off Reattelkmages related to
defending the ITC actiorOr would LSI’s offer only mitigate damages if

LSI had first dismissed the ITC action against Realtek before making that
offer, so that Realtek would not have been under the looming threat of an
ITC exclusion order, which arguably placed it in an unfair bargaining
position.

Id. at 4.Contrary to LSI’s position, the court did not already decide that the June 20, 20
offer is relevant to mitigation of damages, but rather explicitly deferresicenation of the
admissibility of the June 20, 2012 offer until the motionmine. Id.

Now the court finds that LSI's June 20, 2Gdf#er is inadmissible because Realtek had no
obligation to mitigate by negotiating a license with LSI after LS| breacheodmisact taRealtek
and where Realtek was still under the threat of an exclusion order from thgI|T@&. &ppropriate
for courts to focus ‘not on the failure of the plaintiff to pursue the . . . alternativees of action
suggested by [the] defendant but upon the reasonableness of the action which [ttik jdadkin
fact take.The fact that in retrospect a reasonable alternative course of actanvs ® have been
feasible is not proof of the fact that the course actually pursued by thefiplemstunreasonable.”
Carlisle Ventures, Inc. v. Banco Espanol de Credito,3.726 F.3d 601, 609 (2d Cir. 1999) (quotin
Zanker Development Co. v. Cogito Sys. Cazfp5 Cal. App. 3d 1377, 1381 (198FRkaltek’s
refusal to negotiate under the threat of an ITC exclusion ordea wassonable course of action.

At the outset, it is worth noting that LS| was correct when it contended at tleenberc 20,
2013 hearing on this courttentative order that the threatari injunction is always present in
license negotiations. The patent holder’s best altern&tisenegotiated agreement in patent licens
negotiations is typically to file suit, which necessarily involves the threat afjunction. However,

as others hae discussed, negotiated patent royalties may often be higher thametvedue of the

12

5

technology because an injunction would impose serious hold-up and switching costs on tle accu:

infringer. SeeApple, Inc. v. Motorola, Inc869 F. Supp. 2d 901, 914 (N.D. Ill. 2012) (Posner, J.,
sitting by designationDouglas Lichtman, “Understanding the RAND Commitment, Hbliston
L. Rev.1023, 1039-43 (2010T.his concern is especially acute with staneesdential patents

because these higher royalties aretéimsion with the RAND commitment:Third Party United
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States Federal Trade Commission's Statement on the Public IntetedtgifiJune 6, 2012, In re
Certain Wireless Communication Devices, Portable Music & Data Prawg&#vices, Computers
& Comporents Theregfinv. No. 337TA-745, www.ftc. gov/os/2012/06/1206ftcwirelesscom.pdf
(visited December 26, 2013)herefore, a negotiation arriving at a reasonable royalty rate is
unlikely to occur when one party is under the threat of an exclusion Sekicrosoft Corp. v.
Motorola, Inc, C-10-1823-JLR, 2013 WL 2111217, at *67 (W.D. Wash. Apr. 25, 2083RAND
royalty rate would be the result of a reasonable SEP patentee and a reasquiabienter
negotiating towards a reasonable royalty rate. Treatlof a lawsuit, following a history of
litigation between the parties, cannot form the basis for such a reasonatilatiteq).

Retuning to LSI's best argument, the court recognizes that the threat afiraction forms
the backdrop to many licensegotiations. Still, one fact peculiar to this case distinguishes LSI’s
June 20, 2012 proposal from the typical license negotiation: LSAlheady filed an ITC action
against Realtek to enforce the patent at the time it offered Realtek a licensedietitelp a typical
license negotiation, the threat of an injunction is not always credible. Theslurealibility
depends on the litigation, reputational, and other costs faced by the patent haldgill lincertain
at what point the patent holderll invoke its best alternative to a negotiated agreenoéfiting
suit. Here, howevelt,Sl has already filed an ITC action against Realtek, so LSI’s threat of an
exclusion order is thus entirely credible. At this point, LSI possessed dipsitang kverage over
Realtek, and thuhe court cannot call unreasonable Realtek’s retaosaggotiate a supposedly
“fair, reasonable, and nondiscriminatory” royalty rate with LSI in treakened position.
Therefore, een if a jury were to find that LSI's June 20, 2012 license was compliant with LSI's
RAND obligations, Realtek would not be unreasonable in declining to negotiate witmd&i the
circumstancesAccordingly, the court excludes all evidence and argument to the jury negardi

LSI's June 20, 2012dense offer and Realtek’asponsé¢hereo.

(3) The parties’ settlement negotiations- GRANTED

Realtekargues that LS| should be precluded from introducing any evidence or argumel
the parties’ settlement communications and negotiation status followirgyluBle 20, 2012 licensq

proposal under FRE 408 and based on the parties’ nondisclosure agrébiéviy, (which
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includes settlement discussioh&l counters thaits introduction of settlement discussiatdrial

(1) would not violate the parties’ NDA becalRealtek has already disclosgettlementliscussions
subject to the NDA including the fact the June 20, 2012 proposal and (2) would not violate FR
408 because it does not seek to introduce any “admissions” from the partiesiesgttiescussions,
but only evidence that it attempted to negotiate with Realtek and never receivedea-poypsal

to its June 20, 2012 proposal.

Because the coueixcludes LSI's June 20, 2012 proposal, any evidence of settlement
discussions and Realtek’s willingness to negotiatédsis excluded

(4) Realtek’s other lawsuits against LS GRANTED

Realtekargues that LSI should be precluded from introducing any evidence or argumet
Realtek’s other litigatiohagainst defendants as evidence of Realtek’s alleged unwillingness to
negotiate in good faith in response to LSI's June 20, 2012 license proposaiding to Realtek,
evidence of these lawsuits would be inadmissible character evidence under FiEd04elevant
to the issues in this cgsend even if it is relevant, it should be excluded under FRE 403 as ovel
prejudicial.LSI counters that edence of Realtek’sther lawsuits is not character evidence, but
rather directly relevant to Realtek’s willingness to mitigate its damages.

The court concludes that Realtek’s other lawsuits against LSI, which & dasSl's
alleged infringement of Realtek’s patents and are not related to the pateuishere, are
irrelevant to the issues in the present céke.fact that Realtek seeks to enforce its patent rights
another forum does not indicate that Realtek is less likely to take a liceansether set of patents.
Even if such evidence were relevant, the likelihood of unfair prejudice outweighslavgrce.

Accordingly the court grants subpart 4 to Realtek’s MoliohimineNo. 3.

® Realtekhas filed its own patent infringement case against LS| and Ageresidighiict, Case No. 12474 (EJD)
(stayed pending resolution of an ITC investigation) and has also initiateC investigation against LS| and Seagate
Technologies, alleging infrgement of the same patents as in the stayed district courResdtak has also filed a
patent infringement action against LSl in China.
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Motion In Limine No. 4 To exclude evidence or argumernthat the alleged RAND royalty rate
or other RAND terms and conditions should coveficenses to more than the patents-suit

GRANTED-IN-PART AND DENIED -IN-PART. Defendants’ economic expert Dr.
LayneFarrar calculated RAND rates based on LSI's entirefgartof 802.11 SEPs (19 patents in
total), and in the alternative based on 8 patents within LSI’s portfolio that L8fispky disclosed
to the IEEE as essential to the 802.11 standrRedltek argues that it is impermissible for LSI to
present evidence or argument of a royalty rate for licenses to these patest gtaap are larger
than the two patenis-suit. The court agreet® the extent thahe issue for the jury is only the
determination of a RAND royalty rate for the ‘958 and '867 Patents. Inli&ttepresents that it
has agreed to limit the royalty rate determination for the jury (with respect teridlietform) to
only the '958 and '867 Patentdowever,neither party is precluded from introducing one or mors
of LSI's third-party licenses to larger patent portfolios as a point of comparison in the RAND
royalty rate analysjsassuming that the analysis is otherwise reliabbeordingly, thecourt
GRANTSIN-PART Realtek's Motiorin LimineNo. 4 to the extent that the parties are precluded
from offering evidence or argument that the RAND rate to be determined Juyytshould cover
licenses in addition to those necessary to practice the two patésgse.However, Motionn
LimineNo. 4 is denied to the extent it seeks to preclude LSI from introducing evidence that
apportions a royalty rate from a rate for a larger portfolio of patentsive at a royalty rate for the
two patentsatissue.

Motion In Limine No. 5 To prohibit use of the ALJ’s decision that LSI did not breach its
RAND obligations

GRANTED. In the court’s September 26, 2013 Order, the court tentatively ruled that th
ITC’s preliminary noninfringement determinations are inadmissible at Tie.court adopts this

tentative ruling an@GRANTS Realtek’s Motiorin LimineNo. 5.
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Motion In Limine No. & To exclude ITC trial testimony of Carl Andren and others

GRANTED. In the concurrent ITC proceeding involving LS| and Realtek, thady Carl
Andren (“Andren”) testified for Realtek about his involvement in a proposal that led itacthision
of the '958 Patent in the 802.11 stand&daltek seeks to exclude Andren’s testimony on the
grounds that: (1) Andren was never disclosed as a witness in any of L&dlsdisiclosuressee
Fed. R. Civ. P. 37(c); and (2) Andren’s ITC trial testimony is inadmissibledyetrat does not fall
under the former testimony exceptidu&| counters that its failure to “officially” disclose Andren’s
trial testimony was harmless under Egd Rule of Civil Procedure 37(c) because Realtek was nj
fully aware of LSI's reliance on Andren’s trial testimony as both of L&kgert reports in this
matter rely on Andren’s trial testimonySI further conteds, relying orHynix Semiconductor Inc.
v. Rambus In¢250 FRD. 452, 456 n.5 & 458-59 (N.D. Cal. 20@Bat the former testimony
hearsay exception applies because Realtek had the same opportunity and motivego deve
Andren’s testimony on this subject in the ITC proceeding.

Although the court agrees that Realtek should have been on notice of Andren’s former|
testimony in the ITC proceeding, Andren’s former testimony is nevesthbekred as hears&8y
its terms, the hearsay exception under FREB0dpplies only when the “declarant is unavailable]
as a witness.LSI has made no representation that Andren is unavailable as a witnessnatthrs
Nor doesHynix, the only former testimony case upon which LSI relies, support LSI's pogition.
Hynix, the parties stipulated that “[aflepositions or other sworn testimony in the Rambus Relat
Actions may be used by any party in the Rambus NDCal Cases as if taken in gcRaibus
NDCal Cases 250 F.R.D. at 455-56l'hus, the court’s decision to admit former testimony at tria
was based othe court’s interpretation of this stipulatid®ee idNo such stipulation exists here.

Accordingly, the courGRANTS Realtek’s Motiorin LimineNo. 6.

IT 1S SO ORDERED.

Dated:January 6, 2014

fnatamidys

RONALD M. WHYTE
United States District Judge
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