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findings were made solely to determine whether Infineon, as the
prevailing party in the Rambus v. Infineon trial, was entitled to attorney’s
fees. The Federa Circuit has now reversed the fraud and infringement
rulings that made Infineon a prevailing party, and remanded the case for
further proceedings, including trial on Rambus's patent infringement
claims. Thus, at the present time, the identity of the prevailing party in
Infineon still remains to be determined. Should the district court conclude
at the end of the Infineon litigation that Infineon is not the prevailing
party, its findings regarding litigation misconduct would turn out to be
wholly collateral and unnecessary to the judgment in that case, and thus
not eligible to be accorded preclusive effect; and
It would be extremely unfair to allow Complaint Counsel, who were not
even parties to the Infineon litigation, offensively to assert collateral
estoppel as to an underlying factual finding that Rambus did not even
need to appeal to undo Judge Payne's attorney’ s fees judgment. Thisis
particularly true given the stakes at issue in this proceeding, where
Complaint Counsel are not using this finding merely to recover attorney’s
fees, but as a ground for forfeiture of Rambus's legal protection for much
of its patent portfolio.

For al these reasons, and as demonstrated below, Y our Honor should deny Complaint

Counsel’s motion.

. FACTUAL BACKGROUND.

Following trial in Rambus v. Infineon, Infineon moved for attorney’ s fees pursuant to 35
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prevailing party; and (ii) the case is “exceptional.” On August 9, 2001, Judge Payne granted
Infineon’s motion, finding that Infineon was the prevailing party, and that the case qualified as
“exceptional” on three grounds. (i) Rambus's pursuit of “frivolous’ infringement claims; (ii)
Rambus's “inequitable conduct” in not disclosing the existence of patent applications to JEDEC
while it was a member of that organization; and (iii) Rambus's “litigation misconduct.” Rambus,
Inc. v. Infineon Technologies AG, 155 F. Supp. 2d 668, 674-683 (E.D. Va. 2001).

One of the acts that Judge Payne found to constitute litigation misconduct was Rambus's
adoption of its document retention policy in 1998, which he concluded (erroneously, as Rambus
demonstrated in its Opposition to Complaint Counsel’s Motion For Default Judgment), was “for
the purpose of getting rid of documents that might be harmful in litigation.” Id. at 682. Judge
Payne found that Rambus's destruction of documents and other purported litigation misconduct,
“considered as awhole, and in connection with the other factors [of frivolous litigation and
inequitable conduct], warrant afinding that thisis an exceptional case.” 1d. at 683.

The Court entered final judgment on August 21, 2001, incorporating its fee award.
Rambus filed a notice of appeal the next day.

Almost ayear later, on June 18, 2002, Complaint Counsdl filed the complaint in this
action. On December 20, 2002 — while the Infineon appeal remained pending — Complaint
Counsel filed, without any apparent independent investigation of their own, a 97-page Default
Judgment Motion asking Y our Honor to impose wide-ranging antitrust liability as a sanction for
Rambus's purported spoliation. Nowhere in their motion did Complaint Counsel argue that any
factual determination underlying the Infineon judgment was entitled to preclusive force in this

action.
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On January 29, 2003, the Federa Circuit decided the Infineon appeal. Rambus Inc. v.
Infineon TechnologiesAG,  F.3d __, 2003 WL 187265 (Fed. Cir. Jan. 29, 2003). Inits
decision, the Federal Circuit reversed both the district court’s award of IMOL to Infineon on
Rambus's claims of patent infringement, and the jury’ s finding of fraud against Rambus. Based
on these rulings, the Federa Circuit also found that the findings of frivolous litigation and
inequitable conduct underlying the court’s “exceptional case” determination were erroneous.
Accordingly, the Court vacated Judge Payne' s attorney fees award, and remanded the issue of
attorney’ s fees for further proceedings. The Court expressly instructed the district court “ may
consider whether Infineon remains a prevailing party, and if so, whether an award is warranted.”
2003 WL 187265, at * 21 (emphasis added).

On February 12, 2003, Complaint Counsel filed the two motions at issue, asking the
Court to accord preclusive effect in this case to Judge Payne' s findings regarding Rambus's
document retention policy, and for leave to file a supplemental memorandum in support of their
motion for default judgment addressing the purported preclusive effect of those findings.

1. ARGUMENT.

A. The Vacated Attorney’s Fees Judgment In Infineon Cannot Be
Accorded Collateral Estoppel Effect.

As noted above, Judge Payne entered the Infineon final judgment on August 21,
2001. Complaint Counsdl filed the complaint in this proceeding on June 18, 2002, and filed their
Default Judgment Motion on December 20, 2002. Thus, both when this proceeding was
commenced and when Complaint Counsel filed their default judgment motion, afinal judgment
existed in Infineon upon which Complaint Counsel could have staked a claim of collateral
estoppel. See, e.g., SSH Equipment SA. v. United Sates Int’| Trade Comm'n, 718 F.2d 365,
370 (Fed. Cir. 1983) (“the law183 e lawlll settheir de findipethencyollaard
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when they filed their default motion, however, did Complaint Counsel argue that Judge Payne's
findings could be binding in this case.

Complaint Counsel contend that they refrained from raising a collateral estoppel
argument earlier because “the applicability of collateral estoppel was clouded by the pending
Infineon appeal.” Supplemental Memorandum In Support of Complaint Counsel’ s Pending
Motion For Default Judgment, Relating to Collateral Estoppel Effect of Prior Factual Finding
That Respondent Rambus Inc. Destroyed Material Evidence In Bad Faith (“ Supp. Mem.”) at 13-
14. Complaint Counsel’s explanation for their earlier forbearance is reasonable enough; what
makes no sense is their choosing to launch a collateral estoppel argument now that Judge
Payne’ s judgment has been vacated. The very reason not to accord collateral estoppel to a
district court judgment during the pendency of an appeal is the risk that the judgment will be
reversed or vacated. Martin v. Malhoyt, 830 F.2d 237, 264 (D.C. Cir. 1987) (“According

preclusive effect to ajudgment from which an appeal has been taken . . . risks denying relief on
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that Complaint Counsel previously might have made for according Judge Payne's findings
preclusive effect, Complaint Counsel have not provided an adequate basis for filing a
Supplemental Memorandum under Rule 3.15(b), and Y our Honor should refuse to grant
Complaint Counsel leave to file that Memorandum, or to consider their untimely request for
application of collateral estoppel.

Even if Your Honor considers Complaint Counsel’s memorandum and collateral estoppel
motion, however, there is no basis for granting them the relief they seek. The speciousness of

the present motion is apparent from a cursory review of federal case law:
When ajudgment has been subjected to appellate review, the
appellate court’ s disposition of the judgment generally provides the
key to its continued force as res judicata and collateral estoppel. A
judgment that has been vacated, reversed, or set aside on appeal is
thereby deprived of al conclusive effect, both as res judicata and
as collateral estoppel.

Jaffree v. Wallace, 837 F.2d 1461, 1466 (11"
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F.2d 898, 906 (5th Cir. 1988)(decree vacated or nullified by an appellate court cannot be given
issue preclusive effect); Dodrill v. Ludt, 764 F.2d 442, 444 (6th Cir. 1985)(“[T]he genera ruleis
that a judgment which is vacated, for whatever reason, is deprived of its conclusive effect as
collateral estoppel.”); Pontarelli Limousine, Inc. v. City of Chicago, 929 F.2d 339, 340-41 (7th
Cir. 1991)(vacating judgment deprived it of any future effect); U.S. v. Lacey, 982 F.2d 410, 412
(10" Cir. 1992)(judgment that has been vacated or set aside has no preclusive effect); Quarles v.
Sager, 687 F.2d 344, 346 (11th Cir. 1982)(when judgment is vacated issue preclusion does not
apply); U.S. Philips Corp. v. Sears Roebuck & Co., 55 F.3d 592, 598 (Fed. Cir. 1995)(vacated
judgment has no effect as collateral estoppel); cf. Ornellasv. Oakley, 618 F.2d 1351, 1356 (9th
Cir. 1980)(“A reversed or dismissed judgment cannot serve as the basis for a disposition on the
ground of resjudicata or collateral estoppel.”).?

As noted above, the Federal Circuit vacated Judge Payne's fee award in Infineon.
Remarkably, Complaint Counsel does not mentionthis fact anywhere in their Supplemental

Memorandum, even though, as the cases above reflect, it isfatal to their motion. Instead,

? The one exception to the rule that vacated judgments have no preclusive effect occurs in the criminal
context, where, because of the doctrine of Double Jeopardy, some courts alow criminal defendants whose
convictions have been reversed to retain the benefits of favorable jury determinations on retrial. Thus, in
Pettaway v. Plummer, 943 F.2d 1041 (9th Cir. 1991), which Complaint Counsdl cite in their
Memorandum, the Ninth Circuit applied collateral estoppel to preclude the state from charging a
defendant on retrial of a murder charge with personaly shooting the victim, after the jury in the first tria
had found, in considering sentencing enhancement, that the defendant did not use afirearm. The
Pettaway Court treated the enhancement finding like an acquittal on the charge of persona use of the gun,
Separate from the murder conviction. 943 F.2d at 1046 (“[T]he specific finding that he did not personally
use a firearm was not inconsistent with the conviction; rather, it was as if the jury had issued a special
verdict to that effect regarding the substantive offense.”) (emphasis added); 943 F.2d at 1047 n.4
(comparing jury enhancement finding to acquittal). The Double Jeopardy Clause prohibits retrial of a
defendant on a charge of which he was acquitted.

The vitality of the rule that a vacated or reversed judgment has no preclusive effect is underscored
by the fact that other courts have refused to accord collatera estoppel to a vacated conviction even with
regard to matters decided in the defendant’s favor. See, e.g., Romano v. Gibson, 239 F.3d 1156, 1178-79
(10™ Cir. 2001) (finding that neither Double Jeopardy Clause nor collateral estoppel precluded state from
re-charging defendant with an aggravating factor as to which the jury had found for defendant in earlier
trial that resulted in conviction which was overturned); see also Sandefer v. United Sates, 447 U.S. 10,
23 (1980) (“contemporary principles of collateral estoppel [argue] against giving an acquittal preclusive
effect.”). Moreover, the Pettaway holding was overruled by the Ninth Circuit in Santamaria v. Hordey,
133 F.3d 1242 (9th Cir. 1998)(en banc). In any event, the particular concerns with protecting the rights of
adefendant in a crimina case obvioudly do not support Complaint Counsdl’s attempt to invoke
application collateral estoppel in this case.

-8-
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Complaint Counsel cite numerous civil cases involving situations where collateral estoppel was
applied to findings that were part of avalid final judgment. These cases are wholly inapposite
here, where there has been no final ruling on the attorney’ s fees issue, which the district court
will need to consider afresh after remand and additional proceedingsin Infineon.

Nor can Complaint Counsel be heard to suggest that Judge Payne's finding of litigation
misconduct can somehow be extracted from his vacated attorney’ s fees judgment, and accorded
preclusive effect separate and apart from the overturned judgment. “With issue preclusion, it is
the prior judgment that matters, not the court’s opinion explaining the judgment.” Moor€e's
Federal Practice, § 132.03[4][a], at 132-106. Findingsin support of avacated judgment thus
lose their preclusive effect together with the vacated judgment. See Dodrill v. Ludt, 764 F.2d
442, 444-45 (6th Cir. 1985)(“When [the plaintiff] won his appeal [in the first action] and the
judgment was vacated, all such factual determinations were vacated with it, and their preclusive
effect surrendered.”) ; Smpson v. Motorists Mut. Ins. Co., 494 F.2d 850, 854-55 (7' Cir. 1974)

(where judgment in insurance coverage case was remanded by court of appeals with orders to
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conviction was for reasons unrelated to the finding for which preclusive effect was sought, and

that the finding at issue had gone unchallenged on appeal:

The issues that [plaintiff] now wants to litigate were fully litigated
and firmly decided at the [earlier] tridl. [Plaintiff] did not
challenge the fact-findings on appeal. The [decision] was reversed
on grounds having no bearing on the validity of the fact-findings.
The reversal, however, vacates the judgment entirely, technically
leaving nothing to which we may accord preclusive effect. . . .
[T]he general ruleis that a judgment which is vacated, for
whatever reason, is deprived of its conclusive effect as collateral
estoppel.

764 F.2d at 444-45. After reviewing other cases holding that the findings underlying vacated
judgments are entitled to no preclusive effect, even where the decision to overturn the judgment

does not disturb such findings, the Court explained the necessity for such a bright-line rule:

Any other rule would needlessly and astronomically proliferate the
number of issues raised on appeal. If ajudgment could be entirely
vacated yet preclusive effect still given to issues determined at trial
but not specifically appealed, appellants generally would feel
compelled to appeal every contrary factual determination. Such
inefficiency neither lawyers nor judges ought to court. Litigants
ought to be encouraged to expend their energies on their most
compelling issues and arguments, without paranoia about the
preclusive effects of other issues or determinations.

Id.; see also Hicks v. Quaker Oats Co., 662 F.2d 1158, 1170 (5th Cir. 1981)(finding that a

-10-
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appeal turned out just as Rambus predicted: the claim construction and fraud grounds were
reversed, and as a consequence the attorney’ s fee award was vacated.

The Federa Circuit acknowledged in its Infineon opinion that open questions now remain
as to whether Infineon ultimately will qualify as a prevailing party, and whether, even if it does,
an award of attorney’s fees would be appropriate. It would be nonsensical for Y our Honor to
find that, despite having obtained such complete relief from the attorney’ s fee judgment, Rambus
is nonetheless bound by the unappealed adverse factual findings underlying that now-vacated
judgment. See Dodrill

-11-
896065.1






determined, if its determination was essential to that judgment.”)(emphasis added);

R
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C. Fundamental Fairness Precludes Application Of Collateral Estoppel In This
Proceeding.

The Supreme Court has cautioned that, where “the application of offensive collateral

estoppel would be unfair to a defendant, atrial judge should not allow the use of offensive
collateral estoppel.” Parklane Hosiery Co., Inc. v. Shore, 439 U.S. 322, 331 (1979).

Where as here, a party who was not a participant in the earlier litigation seeks
affirmatively to assert collateral estoppel, fairness concerns are heightened. The Fifth Circuit has
noted the untoward consequences of overzealous application of collateral estoppel in the
following circumstance: atrial court bases a decision on severa grounds, the losing party
chooses not to appeal that decision (which may reflect its reasoning that one of the alternative
grounds is valid, rendering futile an appeal of the other, erroneous grounds), and a third party
subsequently seeks to have collateral estoppel effect accorded to one or more of the aternative
grounds in a separate action:

[T]he losing party [would have to] guard against not only a
subsequent use of the alternative ground by the plaintiff he has just
faced, but . . . any possible future plaintiffs who might use the
ground against him some day. A losing party would thus be well
advised to appeal any judgment based on alternative grounds as a
matter of course, for even if he were sure that the particular
plaintiff he has just faced will never trouble him again, he could
not be sure that some other plaintiff would not emerge later to use
the results of the litigation against him. . . . Such aresult doesa

great disservice to the purposes behind the doctrine of issue
preclusion.

Hicks 662 F.2d at 1170; A. J. Taft Coal Co. v. Connors, 829 F.2d 1577, 1581 (11th Cir.
1987ksrmsth
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This case involves a corollary to the situations in Hicks and A.J. Taft. Rambus did appeal
Judge Payne's attorney’ s fees judgment, which was based upon alternative grounds. However,
rather than appeal each separate ground for that judgment, Rambus chose its battles with care,
and attacked those parts of Judge Payne's attorney’ s fees award necessary to undo the effect of
that judgment, namely the findings of frivolous litigation and inequitable conduct. That Rambus
chose well is reflected in the fact that it succeeded in having Judge Payne's attorney’s fee award
vacated, with a strong possibility that no future attorney’ s fees award will ever be awarded

against it in the
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V.  CONCLUSION.

For the reasons stated herein, Complaint Counsel’s motions should be denied.
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