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L INTRODUCTION

In October 2006, Rambus Inc (“Rambus” or the “Company”) announced that the
Audit Committee of its Board of Directors (“Audit Committec™) had concluded, after
intensive investigation, that a significant number of stock options granted to its
employees had been misdated. The options misdating required the restatcment of the
Company’s financial statements for a period covering several years and precipitated the
filing in the United States District Court for the Northern District of California of class
action and individual sccurities fraud lawsuits against the Company and shareholder
derivative suits filed in the name of the Company. The financial costs to the Company of
the investigation, restatement, and li ligation are substantial,

On October 18, 2006, Rambus’s Bourd of Directors established a Special
Litigation Committee (“SLC”) to determine how the Company should respond to the
derivative actions. Aftcr an exhaustive investigation and carcful consideration, and in
light of settlement agreements it has reached with several individuals, the SLC finds that
it is in the best interest of Rambus that all claims should be terminated and dismissed
with prejudice against the named defendants in the dérivative actions with the exception
of claims against Ed Larscn — the Company’s former Vice President of Human
Resources. The SLC has concluded that the claims against Mr. T.arsen should be litigated
in the context of the pending consolidated derivative action where he has already been
named as a4 defendant. The SLC intends further to ask the court to stay proceedings
against Mr. Larsen until any related governmental inquirics have been concluded.

The SLC finds that it is not in the best interest of the Company to pursue the
claims asserted against the other defendants named in the derivative actions and that
those claims should be dismissed. First, the SLC has entered into settlement agreements
with Geoff Tate, Gary Harmon, Robert Eulau and David Mooring. M. Tate was the
Chief Exceutive Officer of Rambus from 1990 through early 2003, and the sole member
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of the Stock Option Committee of the Board of Directors from May 1997 to October
2003. Mr. Harmon served as t‘he Coinpany’s Chief Financial Officcr from March 1993
through mid-2001. Mr. Eulau served as the Company’s Chief Financial Officer from
mid-2001 through February 2006. Mr. Mooring served as the Vice President of several
of the Company’s business units from 1991 through December 1999, and as the
Company’s President [rom December 1999 until January 2004, Mr. Mooring was also a
member of Rambus’s Board of Directors from Dceember 1999 through May 2006. The
SLC has concluded the settlements with these individuals, which are conditioned upon
the dismissal of the claims asserted against them in the derivative actions, arc in the hest
interest of the Company. The SLC believes that the aggregate value of the settlements
discusscd herein exeeeds $6.5 million in cash and cash equivalents and substantial
additional value to the Company relating to the relinquishraent of claims to over 2.7
million stock options.'

Second, the SLC has concluded that it is not in the best interest of the Company to
pursuc the claims against J. Thomas Bentley, Sunlin Chou, and Abraham D. Sofaer — - all
current non-executive members of the Baard of Dircetors (and two of whom constitute
the current SLC). These individuals were not affiliated with the Company al the time of
the events at issue, and no evidence exists of any involvement by any of these individuals
in any of the relevant activities. The SLC has concluded the claims against them are
frivolous, and would fail both for a lack of evidence of any wrongdoing and an
exculpatory provision in thc Company’s articles of incorporation which permits money
damages claims against directors only for breach of the duty of loyalty or for actions
taken in bad faith. It would not be in the Company’s interest to pursue those claims,

which would impose significant costs on the Company and unjustifiably distract the

I See details at Section V.C. below.
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Company from its current business. Accordingly, the SLC has concluded those claims
should be dismissed. |

Third, the SLC has concluded that it is not in the best interest of the Company to
pursue the claims asserted in the derivative actions against Harold Hughes, who has been
a member of Ihe Board of Directors since June 2003, and has served as the Company’s
Chiet Executive Officer and President since January 2005. The SLC has found no
evidence of any bad faith or improper behavior by Mr. Hughes concerning the matters
under review, and during his tenure as Chief Executive Officer there have been no
material instances of improperly dated stock options at the Company. Mr. Hughes is
critical to exceution and implementation of the Company’s business strategy and to
management of the Company’s key customer rclationships. Pursuing claims against
Mr. Hughes would not only be unjustified on the merits, but would entail significant costs
to the Company and, because of his extremely important role at the Company, would be
highly disruptive of the ongoing conduct of the Company’s business. Accordingly, the
SLC has concluded that these claims should be dismissed.

Fourth, the SLC has concluded that it is not in the best interest of the Company to
pursue the claims against Mark Horowitz, who has been a member of Rambus’s Board of
Directors since co-founding the Company in March 1990, and who has served as its
Chief Scicntist since May 2005. Dr. Horowitz is and has been critical to the Company’s
success. He is the inventor of the main technology on which the Company is based.

Dr. Horowitz had no direct responsibilities with respect (o the stock option granting
process and had no knowledge of any improperly dated options. While Dr. Horowitz
reecived onc insubstantial mispriced stock option grant in his capacity as an employee,
the evidence does not suggest that he had any role in or awareness of that mispricing, and
Dr. Horowitz has voluntarily agreed to the repricing of that grant. The SLC has
concluded that the claims asserted against Dr. Horowitz in the derivative actions would
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fail both for a lack of evidence ot any wrongdoing and the exculpatory provision in the
Company’s articles of incorporation. It would not be in the Company’s interest to pursue
those claims, which would impose significant costs on the Company and unjustifiably
distract the Company from its current business. Accordingly, the SLC has concluded that
those claims should be dismissed.

Fifth, the SLC has concluded that it is not in the best interest of the Company to
-pursue the claims against the five current or former non-cxccutive members of Rambus’s
Board of Directors who served on its Compensation Commiticc — William Davidow,
PhD.,, Bruce Dunlevie, P. Michael Farmwald, PhD., Charles Geschke, PhD., and Kevin
Kennedy, PhD. Thc SLC has concluded that the claims against those individuals would
fail both because of a lack of'evidence of any wrongful intent or bad faith conduct by
those individuals, and because of the exculpatory provision in the Company’s articles of
incorporation. It would not be in the Company’s intercst to pursue those claims, which
would impesc significant legal costs on the Company, and would unjustifiably distract
the Company from its current business. Accordingly, the SLC has concluded that those
claims should be dismissed.

Finally, the SLC has concluded that it is not in the bes interest of the Company to
pursuc the clains against the remaining three individuals nained as defendants in the
derivative actions and that those claims should be dismissed. Those individuals ure:

John Danforth, Senior Legal Advisor and former Senior Vice President, General Counscl,
and Secretary for the Company; Laura Stark, the Coinpany’s Senior Vice President,
Platform Solutions; and Sobodh Toprani, formerly the Company’s Senior Vice President,
New Ventures. Although the exculpatory provision in the Company’s articles of
incorporation does not extend to officers of the Company, the SLC has concluded the
claims asserted against those individuals in the derivative actions would nonetheless fuil
for lack of evidence of wrongdoing. It would not be in the Company’s interest to pursue
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such claims, which would impose significant costs on the Company, and unjustifiably
distract the Company from its current business. Accordingly, the SLC has concluded that
those elaims should be dismissed.

The SLC’s conclusions are based upon its mandatc to choose the conrse of action
that, in the cxercise of the SLC’s business judgment, is in the best interest of Rambus,
taking into account the merits of all potential claims against the named individuals, the
costs of pursuing such claims as present a rcasonable likelihood of success, and the
balance of advantages and disadvantages possiblc for the Company from proposed
settlements of the claims. In coming to its decisions, the SLC rcvicwed the specifie facts
regarding each of the individual defendants and his or her role in the underlying events
against the backdrop of the law applicable to the claims asserted against them, as well as
how any particular course of action would affect the Company. In each case, the SLC
reached the decision it believes is in the best interest of the Company.

II. BACKGROUND

Reginning in March 2006, an academic study and numerous subsequent press
reports began to publicize the likely widespread occurrence of accounting and corporate
governance irregularities with respect to the granting of stock vptions and other equity
awards at over 100 companies, many in the high-tech sector. One such report was
published in May 2006, and made observations about the timing of certain Rambus stock
option grants. Subsequently, in May 2006, Rambus management conducted an initial
review which uncovered apparent irregularitics in past stock option grants. Management
reported its findings to the Audit Committee and the full Board of Dircctors.

On May 30, 2006, Rambus announced that the Audit Committee, with the
assistance of independent legal counsel and accounting experts, had commenced an
internal investigation of the Company’s past stock option grants and other potentially
related issues. The Audit Committee retained Heller Ehrman LLP as its independent
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legal counsel, and Ieller Ehrman LLP engaged the outside accounting firm of Ernst &
Young LLP to assist in the investigation.

On June 27, 2006, Rumbus announced that the Audit Commitice (consisting of
Messrs. Bentley, Sofaer, and Chou) had reached a preliminary conclusion that the actual
measurement dates for certain stock option grants issucd in prior years differed from the
rccorded grant dates for such awards. On July 19, 2006, Rambus announced that as a
result of the independent investigation, it expected to restate its previously issucd
financial statements for (he fiscal years 2003, 2004, and 2005 to correct errors related 10
accounting for stock-based compensation cxpenscs, and that non-cash stock-based
compensation expenses should have been recorded with respect to those stock option
grants in an amount that was material.

On August 15, 2006, Rambus announced the resignation of Geoff Tate (rom its
Board of Directors. Mr. Tate was Chicf Executive Officer of Rambus from 1990 through
2005, and the sole member of the Stock Option Committee? from its inception in -
conncction with the Company’s initial public offering until it was dissolved in late 2003.

On October 19, 2006, Rambus-announced that the Audit Committee had
substantially completed its investigation with respect to the dating of Rambus’ stock
option grants and had presented its tindings to the Board of Directors. The Audit
Committee determined that a significant number of Rambus stock option grants were not
correctly dated and accounted for, with the vast majority of the incorrectly dated grants
occurring between 1998 and 2001. The Audit Committee found that virtually all of the

incorrectly dated stock option grants fit into three categories:

2 The Stock Option Commitice of Rambus’s Board of Directors was authorized to
approve and administer the issuance of stock options to the Company’s non-executive
cmployees. A separate committee of the Board, the Compensation Committce, was
charged with approving stock option grants to cxceutives.
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* The rccorded grant dates for a substantial number of stock options granted
between 1998 and 2001 differed from the appropriate measurement dates.

* From 1999 through 2003, there was a regular practice for grants to ncw hirc
non-executive employees of selecting as the grant date that date between the
cruployee’s start date and the end of the quarter on which the closing price of
Rambus stock on the Nasdaq markct was the lowest. On certain occasions,
employees had formal employment start dates preceding the dates on which
they actually began working for Rambus. The result of these practices was that
the Company recorded incorrect measurcment dates for those grants,

¢ The strike prices for stock options granted on threc occasions during 2003 and
2004 were set on the same dates as Board of Directors or Compensation
Committee meeting dates at which a pool of stock options was discussed. The
allocations of the stock option pools to individuals had not been completed as
of the dates of thosc meelings and, consequently, Rambus recorded incorrect
mcasurement dates for those grants.

Rarnbus’s further disclosed on October 19, 2006, that the results of the Audit
Committee’s investigation confirmed its previous conclusion that Rambus’s financial
statements for the fiscal years 2003, 2004, 2005, the Quarterly Reports on Form 10-Q
filed with respect to each of these fiscal years and the financial statements included in
Rambns’s Quarterly Report on Form 10-Q for the first quarter of [iscal year 2006, should
no longer be relicd upon and would be restated.’

On May 31, 2006, the day aftcr Rambus announced the commencement of the
Audit Committee’s internal investigation, a sharcholder derivative suit was filed in the

United States District Court for the Northern District of California, entitled Chu v.

3 In addition to the details included in the October 18, 2006 press release, the
Company's impending SEC Form 10-K and related filings detail the financial restatciment
and include extensive discussion of the factual background and related accounting
impacts of the investigation. The SLC refers the reader to those disclosures for the
factual background. As discussed in the introduction to Section V, the SLC has
determined that it is not in the Company's best interest to set forth in a public report the
specific factual findings relating to its conclusions due to ongoing pending litigation
matlers,
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Hughes. et al, N.D. Cal. Casc No. C 06-3513-JF. A second shareholder derivative suit
entitled Bibeaw v. Iughes et al. N.D. Cal. Case No. C 06-3921-JF was filed in the same
court on June 23, 2006, and a third, entitled Ruggieri v. Hughes, et al. N.D. Cal. Casc N();
C 06-4153-RMW was filed on July 5, 2006. By order dated August 9, 2006, the cases
were consolidated for all purposes. The Court’s order directed that the consolidated
actions be captioned “In re Rumbus Derivative Litigation,” and dirceted plaintiffs to file
and serve a consolidated complaint to supcrsede all existing complaints filed in the
actions. See Order Granting Plaintiffs’ Motions To Consolidate Related Cases And
Appoint Lead Plaintiff And Lead Counsel, entered August 9, 2006. Plaintiffs filed a
Consolidated Sharcholder Derivative Complaint on October 2, 2006, and an Amended
Consolidated Shareholder Derivative Complaint on November 3, 2006.*

The Amended Consolidated Sharcholder Derivative Complaint (“Derivative
Complaint”™) asserts claims against a number of current and former officers and directors

of the Company bascd on the following theories of rccovery:

A.  Violation of Section 10(b) of the Securities Exchange Act of 1934 and
accompunying Rule 10b-5

R.  Violation of Section 14(a) of the Securities Exchange Act of 1934 and
accompanying Rule 143-9

C.  Violation of Section 20(a) of the Sccurities Exchange Act of 1934
D. Accounting
E. Breach of Fiduciary Duty and/or Aiding and Abctting Breach of Fiduciary

* Duty

1 On July 24, 2006, another sharcholder derivative action was filed in Santa Clara
County Supcrior Court, Soffer v. Tate, et. al., 1-06-cv-067853. On October 20, 2006, the
court dismissed the Soffer complaint in deference to the tederal action. In addition, on
August 22, 2006, another shareholder derivative action was filed in Delaware Chancery
Court, Bell v. Tate, er. al., 2366-N. Pursuant to agreement of the parties, the case has
been stayed. All of the individual defendants named in the Bel/ complaint are defendants
in the consolidated federal derivative complaint.
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[, Abuse of Control
(3. Gross Mismanagement
H. Constructive Fraud

L Corporate Waste

1 Unjust Enrichment

K.  Rescission

L. Breach of Contract

M.  Violations of California Corporations Code Section 25402/25502.5

N. Breach of Fiduciary Duties for Insider Selling and Misappropriation of

Information

L. INDEPENDLENCE
On October 18, 2006, the Company’s Board of Directors approved the formation

of the SLC to evaluate potential claims or other actions arising out of the Company’s
stock option granting activities and to determine in its sole discretion whether pursuit of
such claims would be in the best interest of the Company. The Board chosc J. Thomas
Bentley and Abraliam D. Sofaer — two disintercsted Board members who already had
spent extensive time as members of the Audit Committce investigating the timing of past
option grants and other potentially related issues — to comprise lhe SLC. The SLC
engaged Heller Ehrman LLP as its counsel. By appointing two disintercsted directors,
the Board cnsured that the SLC is independent.

A.  J. Thomas Bentley

Mr. Bentley co-founded the mergers and acquisitions firm SVB Alliant (formerly
Alliant Partners) in 1990, and served as a Managing Director thereof until Octaber 2005.
Mr. Bentley holds a B.A. degree in Econornics from Vanderbilt University and a Masters
of Science in Management from the Massachusetts Institute of Technology. In addition

to Rambus, Mr. Bentley currently serves on the board of directors ol Nanometrics, Inc.
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Mr. Bentley joined the Board of Directors of Rambus in March 2005, well after
the events underlying the claims asscried in the derivative actions. Prior to joining the
Rambus Board, Mr. Bentley had no professional, personal, or familial ties to any ol the
delendants in the derivative actions which would create a conflict of interest under
Delaware law, am he continues to have no such personal or familial ties to any of the
defendants. Mr. Bentley has served as Chairman of the Audit Committee since May
2005 and, accordingly, was actively involved in the Company’s internal investigation of
the timing of past option grants and other potentially related issues.

Mr. Bentley recused himself from the SLC’s dcliberations and decision-making
with regard to how (o proceed with respect to the derivalive claims brought against him.

B.  Abraham D. Sofaer

Mr. Sofaer has been the George P. Shultz Distinguished Scholar and Senior
Fellow at the Hoovcr Institution at Stanford University since 1994. Mr. Sofaer has a long
and distinguished caveer in the legal profession and international law. Prior to assuming
his current roles, he served in private practice as a partner at Hughes, Hubbard & Reed in
Washington, DD.C. and as the chief legal adviser (o the U.S. Department of State. From
1979 to 1985, Mr. Sofaer served as a United States District Judge for the Southern
District of New York. Prior to that, Mr. Sofaer was a professor al thc Columbia
University School of Law, and from 1967 o 1969 was an Assistant U.S. Allorney in the
Southern District of New York. Mr, Sofaer graduated magna cum laude with a B.A. in
history from Yeshiva College and received his law degree from the New York University
School of Law whcre he was editor-in-chief of the NYU Law Review before beginning
clerkships with the U.S. Cowrt of Appeals for the District of Columbia Circuit and with
Justice William J. Brennan, Jr. in the U.S. Supreme Court. Mr. Sofaer currctilly serves
on (wo other public boards and is on the international advisory committee for Chugai
Pharmacculicals, a large Japanese pharmaceutical company that is a subsidiary of Roche.
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Mr. Sofuer joined the Board of Directors of Rambus in May 2005, well after the
events underlying the claims agserted in the derivative actions. Prior to joining the
Rambus Board, Mr. Sofaer had no professional, personal, or familial ties (o any of the
defendants in the derivative actions which would create a conflict of interest under
Delaware law, and he continues to have no such personal or familial ties to any of the
defendants. Mr. Sofaer has served as a member of the Audit Committee since joining the
Board of Dircclors in May 2005 and, accordingly, was actively involved in the
Company’s internal investigation of the timing of past option grants and other potentially
related issues.

.Mr. Sofaer recused himself from the SLC’s deliberations and decision-making
with regard (o how to proceed with respect to the derivative claims brought against him.

C.  Heller Ehrman LLP

Heller Ehrman LLP, counsel to the SLC, is one of the nation’s premier law firms.
The firm is frequently engaged to conduct internal corporate investigations, handle
governmental investigations, and conduct litigation in state aud federal courts across the
country. The firm has served as counsel to numerous special litigation committecs of
boards of dircctors. The firm’s clients include many of the largest and most sophisticated
companies in Amcrica. Heller Ehrman has not represented Rambus in any significant
matter in the last five years, and has never represented Rambus in any matter involving
its stock option granting practices or in any matter in which any of the facts alleged in the
derivative actions were in issue. In part because of its independence, Heller Ehrman was
rclained as legal counsel to the Audit Committee in its internal investigation of the
Company’s slock oplion grant practices.

Lead counsel for the SLC, Norman J. Blears, reccived his .D. degree from
Stanford University Law School, then served as a law clerk to Judge William B. Enaright
of the U.S. District Court for the Southern District of California. Mr. Blears joined
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Heller Ehrman in 1983, and scrved for six years as co-chair of Heller Ehrmuan’s firmwide
Sccurities Litigation Practice Group. His practice emphasizes complex securities law
matters, including securities class actions and corporate governance litigation, He has
been a sharcholder of the firm since January 1, 1988. Mr. Blears' securities law
experience has included the representation of corporations, officers, outside directors and
accountants in class actions, sharcholder derivative actions and complex coordinated
investor lawsuits in both state and federal courts as well as in government regulatory
proceedings. He has led successful efforts in all aspects of securities litigation, including
jury trial and appcal. He has also conducted many internal investigations and advised
board litigation comumittces. Mr. Blears has served as a court appointed special master
and arbitrator in both state and federal court and has served as a lecturer on various
programs relating to director and officer liabilily, sharcholder litigation and federal civil
procedure.

The SLC has conducted its investigation independently and reached its
conclusions free ﬁom any biases or cxtrancous influence. Neither Mr. Bentley nor
Mr. Sofaer has any ties to the defendants, pcrsonal, professional or familial, that would
prevent him from basing his decision in this matter purcly on his assessment of what is in
the best interest of the Company.,
IV. SCOPE OF REVIEW

On October 18, 20006, the Company’s Board of Directors approved the formation
of the SLC to evaluate potential claims or other actions arising from Rambus’s stock
option granting activities. The SLC was delegated the power to conduct an independent
review and evaluation of (he merits of the derivative lawsuits brought against the
individual defendants and to deterinine, in its sole discretion, whether il is in the best
interest of the Coinpany to commnence, prosceute, terminate, and/or compromisc litigation
against any person or entity arising out of the derivative lawsuits. In connection with its
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investigation, the SLC was authorized to avail itself of any and all information prepared
or collected by management, employees or agents of Rambus, the Board or any
commillee thereol, and was charged with reaching its own independent determinations
and conclusions regarding the commcnccinent, prosecution, termination, and/or
compromise of litigation agqinst any persou or enlily arising out of the derivative
lawsuits, and was not bound by any determinations or conclusions that tim Board of
Directors or any committee thereof had reached or might in the future reach regarding
such matters.

The personal involvement by the members of the SLC in their evaluation of this
matter has been exhaustive, involving an in-depth review of a significant volume of
documentary evidence, both hard-copy and electronic, as well as participating in or
revicwing memoranda of inlerviews of the relevant Rambus personnel. The SLC made
its determinations based on its review of this evidence and the exercise of its business
judgment in light of its mandate to choose the course that would be in the best interest of
the Company. In making its determinations, the SLC was guided by a nuinber of
considerations, including: the merits of the derivative claims; the likelihood of recovery
on those claims; the Company’s obligations regarding indemnification and advancement
of defense costs: the Company’s insurance coverage; the Company’s current and future
business; and the Company’s other litigation risks.

A. The Audit Committee’s Investigation

Both members of the SLC are members of the Audit Committee that investigated
the timing of the Company’s past option grants and other potentially related issues prior
to the SI.C’s formation.  Similarly, [Teller Chrman LLP acted as independent counsel to
the Audit Commitlee in its investigation. As a result, the SLC and its counsel were well
versed in the relevant facts and the roles of the individuals in the underlying events prior
to the commencement of the SLC's evaluation. The extensive materials gathered by the
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Audit Committce in its own in-depth investigation were fully available to the SLC in its
investigation.

The Audit Committee’s investigalion focused on the Company’s stack option
grants for the period beginning on May 14, 1997, the date of the Company’s initial public
offering, through May 30, 2006 (the “Review Period”). The Audit Committee conducted
a factual invesligation and accounting analysis with respect to the Company’s historical
stock option practices during the Review Period including, among other things: the
Company’s practices and methodologics for issuing option grants; the legal authority for
issuing option grants; the timing of approvals required for each granting action; the
(nming of allocations of specific numbers of shares ta specific individuals; and the
conduct of the individuals involved in the relevant processes.’

With the assistance of'legal counsel from Ileller Ehrmﬁn and forensic accountants
from Ernst & Young LLP, the Audit Coinmittee identified, collected, and reviewed over
1.5 million electronic documents and hundreds of thousands of pages of hard-copy files
from 39 current and former employees and directors. The Audit Committee collected
hard-copy docutnents from the files of the Company’s finance, legal, stock administration
- departments, and human resources departments (including personnel files), as well from
individual custodians. The Audit Committee also collected hard-copy corporate
governance documents including Unanimous Written Conscents, Board of Directors
meeting minutes, Compensation Committee meeting minutes, Stock Option Committee

approval memoranda, and SEC forms 3, 4, and 5.

* The Audit Committee’s investigation also focused on a review of the Company’s
internal controls, potential remedial measures, and recommendations for best practices
with respect to stock options in particular. That portion ot the Audit Commilttee’s
investigation is not germane to the SL.C’s investigation.
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With respect ta electronic documents, the Audit Cownmittee imaged and searched
the hard drives of 27 individual custodians and collected and reviewed documents (rom
the shared drives of the Company’s human resources, finance, and legal departiments. .
Further, the Audit Committee collected electronic versions of specific categories of
(1ocmnenls, including Unanimons Written Consents, Board of Directors meeting minutes,
Compensation Committee meeting minutcs, Stock Option Commillee approval
meworanda, and SEC forms 3, 4, and 5. The Audit Committee analyzed the metadata
attributes of documents to determine when they were created and to discaver any other
pertinent history or modifications. Finally, the Audit Committee collected and analyzed
data from the Company’s Equity Edge database, which was used to track and manage the
Company’s stock option grants. .

In addition to the collection and review of electronic and paper evidence, counsel
for the Audit Committee, and in some instances Audit Committee members themselves,

condueted interviews of over 50 individuals who potentially had relevant knowledge,

mcluding:
Current and Former Directors:
William Davidow, PhD, Mark Horowitz, PhD.
Bruce Dunlevie Harold Hughes (also current CEQ)
P. Michael Farmwald, PhD. David Mooring (former President)
Charles Geschke, PhD. Geoll Tate (former CEO)
Kevin Kennedy, PhD.
Current and Former Officers:
Ira Blumberg Ed Larsen (former Vice President Human
Resources)
John Danforth Samir Patel

(Scnior Legal Advisor and former Senior
VP and General Counsel)

Kevin Donnelly Kent Richardson

Rambus Special Litigation Contmittes 15
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Robert Culau
(former CFO)

Gary Harmon
(former CFO)

Sharon Holt
Robert Kramer

Current and Former
Human Resources Kmployees:

Hayley Gulko
Melinda Kaufman

Current and Former Stock
Administration Employees:

Denise Allen
Susan Berry

Current and Former Finance/

Accounting Employees:

Joanne Bravo
Debbie Daniels
Julia Krisman
Other Current Employees:
" Paul Anderson
Akash Bansal
Wendem Beyene
Ken Chang
Melissa Frank
Bruno Garlepp
Indn Hariyono
PwC Auditors:
Betty Jo Charles

Rambus Special Litigation Committee
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Satish Rishi
(current CFO)

Michael Schroeder

(current Vice President Human Resources)

Léura Stark

Carrie Ling
Mark Thomas

Loretta Miller

Laura Scholes

Dani Park
Toral Patel

Raquel Peasley

Nirmal Jain
Jean-Marc Palcnaude
Leena Singh

Jared Smith

Walter Wang
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The factual investigation and accounting analysis phasc of the Audit Committee’s
investigation took over four months. During that time, the Audit Committee inct on
numcrous nceasions, both in person and by telephone, interacted closely with its
independent counscl, reviewed documents, attended interviews, and asked questions of
witnesses. Upon completion of this phase of its investigation, (he Audit Committee had
reviewed all of the Company’s stock option grants during the Review Period, which
encompasscd approximately 210 separate stock option granting actions relating to
approximately 49 million underlying shares. The Audit Committee substantially
completed this part of its investigation on October 17, 2006.

B. The SLC’s Investigation

In the context of their work on (he Audit Committee’s investigation, the members
of the SLC and its legal counsel reviewed a significant volurac of email and other
documentary evidence relevant to option grants and the conduct of the individuals named
as defendants in the derivative actions. In addition, the members of the SLC participated
in or revicwed memoranda of interviews of the numerous current or former Rambus
personnel, including virtually all of the individuals named as defendants in the derivative
actions.

The SLC took numerous additional steps during its investigation to determine how
to proceed with regard to the individuals named as defendants in the derivative actions.
In addition o reviewing pertinent evidence collected during the Audit Committee
investigation, counscl for the SLC conducted numerous additional targeted document

searches to further research the facts regarding the individual defendants’ conduct as
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accurately as reasonably possible. In addition, counsel for the SLC met with counsel for
several of the individual defendants to hear and report to the SLC members those
defendants’ respective positions on the facts alleged in the claims against them.

The SLC met frequently and interacted closcly with its independent counsel to
analyze the information it gathered and determine how (a proceed with regard to the
individual defendants. Tn-person or telephonic meetings of the SL.C were held on at least
20 occasions, and members of the SLC had numerous additional discussions with counsel
regarding both the factual and legal aspcets of its investigation.

During its deliberations, the SLC reviewed the specific facts regarding each of’ the
individual defendanis and his or her role in the underlying cvents against the backdrop of
the legal, procedural, and evidentiary rules applicable to the claims asscrted against them,
as well as how any particular coursc of action would affect the Company. In cach case,
the SLC reached the decision it believed to be in the best interest of the Company.

V. CONCLUSIONS |

The SLC has delermined that it is not in the Company’s best inlerest to set forth
detailed factual findings regarding the issues raised in the consolidated derivative actions.
Not only has the Company concluded that claims asserted against one defendant in (he
derivative activn should proceed, but the Company also is subject to a pending
shareholder class action and two separate individual shareholder actions asserting federal
securities fraud claims. The Company’s interests in the securities fraud actions will not
be well served by providing the Company's litigation opponents with a substantial
amount of work product generated by the SLC’s counsel. Accordingly, this report statcs
the SLC’s conclusions and, with respect to defendants as to whom the SLC believes
claims should be dismissed, an explanation of those conclusions. It docs not, however,

set forth the specific factual (indings that led the SLC to these conclusions.
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Based on its investigation and deliberations, the SLC has reached the following
conclusions: | |

A. Iid Larsen

Ed Larsen is a former officer of the Company. Mr. Larsen served as the
Company’s Vice President for Human Resources from September 1996 until December
1999, then held the title of Senior Vice President, Administration until his retirement in
2004. The SLC concludes that it is in the best interest of the Company that the claims
asserted against Mr. Larsen be maintained in the consolidated derivative litigation. The
SLC intends to assert control over the litigation of those claims in the pending derivative
action, and intends to ask the court to stay further proceedings until any governmental
inquiries involving Mr. Larsen have been completed.

B.  Robert Lulau

Robert Eulau scrved as the Company’s Chief Financial Officer from May 2001
through February 2006.

The SLC has concluded that certain of the claims asserted against Mr. Eulau may
have meril, but also recognizes the inherent uncertainties and costs of litigation. The
litigation uncertaintics include issues surrounding whether the evidence is sufficient to
prove the necessary sfate of mind element ol the various causcs of action, the percentage
of fault to be attributed td Mr. Eulau, the potential imputation of various facis to the
Compuny, statute of limitations issues, and the ability to prove damages and loss
causation, among other things.

As to the unjust enrichment claim asserted in the derivative actions, Mr. Culau
received mispriced grants on two occasions during 2001, The SLC concluded that the
statute of limitations would present a significant obstacle to any recovery for unjust

cnrichment.
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Given the uncertainties and costs of litigation as well as the difficulty of obtaining
arecovery against Mr. Eulau, the SLC entered into negotiations with Mr. Eulau in an
effort to resolve the potential claims against hiin. On August 14, 2007, the Company and
Mr. Eulau entered into un agreement, conditioncd upon the dismissal of the claims
against Mr. Eulau in the derivative actions, among other things, whereby Mr. Eulau will
make a cash payment of $463,256.67. This amount constitutes over 60% of the after tax
amount of benefit Mr. Eulau received from improperly priced stock option grants he
received in 2001.

The SLC has concluded that it is in the best intcrest of the Company to settlc the
claims against Mr. Eulau on these terms, and consequently, concludes that the claims
against Mr. Eulau in the derivative actions should be dismissed.

C. Geoff Tate

Geoff Tate served as the Company’s Chief Executive O(ficer from May 1990 to
January 2005 and as a member ot the Board of Directors until August 2006. Mr. Tate
also was the sole member of the Stock Option Cominittee from May 1997 to October
2003.

The SLC has concluded that certain of the claims asserted against Mr. Tate in the
derivativc actions may have merit, but also recognizes the inherent unccrtainties and
costs of litigation. The litigation uncertaintics include issues surrounding whether the
evidence is sufficicnt (o prove the necessary state of mind element of the various causes
of action, the percentage of fault to be attributed to Mr. Tate, the potential imputation of
various [acts to the Company, statute of limitations issues, and the ability to prove
damages and loss causation, among other things. The evidence relating (o whether M.
Tate acted with knowledge that the options issued were not properly accounted for is

insubstantial.
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The SI.C also took note of the fact that, although Mr. Tate received mispriced
options during his tenure, he did not cxcreise the vast majority of those options. Prior to
the cancellation of Mr. Tate’s options, Mr. Tate exercised approximately 28,000 stock
options out of the more than 2.7 million that he was granted during the period of his
cmployment.

The SI.C has also concluded that Mr. Tate participated in the approval of misdated
stock option grants. He knew or should have becn aware of the fact that date selection
practices were occurring and that the approval memoranda he signed were not properly
reflecting the actual approval dates. Iowever, the SLC also concluded that it was
rcasonable for Mr. Tate Lo believe that Ed Larsen, the Senior Vice President,
Administration, was haudling the Company’s stock option grants in accordance with the
appropriate legal and accounting rules for stock option grants and understood the
Company’s actual practices.

Accordingly, the SLC entered into negotiations with Mr. Tate in an effort to
resolve the potential legal claims.

Mr. Tate has asserted that: During the time period Mr. Tate was Chief Executive
Officer, the Company adopted and followed a policy for the grant of options that was
flawed and did not account for certain grants properly. While Mr. Tate did not devclop
the relevant policics, and was not responsible for the accounting judgments, he feels a
sense of responsibility as Chief Executive Officer and, given his long tenure and
relationship with the Company, readily agrced to assist the Company in defraying some
of the expenses it has incurred.

On August 3, 2007, the Company and Mr. Tate entered into an agreement,
conditioned upon the dismissal of the claims against Mr. Tate in the derivative actions,
whereby Mr. Tate will make a cash payment of $3.9 million and will relinquish any
claims, rights, or interests lie may have in the Rambus stock options hc was previously
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granted Imt which were unexercised as of the time of his resignation from the Board. The
original Black Scholes calculations for the grants in question resulted in a valuation of
over $43 million as of the time those stock options were issued. As of the time when Mr.
Tate failed to meet certain conditions in connection with a conditional agreement to
cxlend his options expiration date, Mr. Tale asscrted that the intrinsic value of those
options (the market price compared to the exercisc price) was in excess of $22 million.

The SLC has concluded that it is in the best interest of thc Company to settle the
claims against Mr. Tate on these terms and, consequently, concludes that the claims
against Mr. Tate in the derivative actions should be dismissed.

D.  Gary Harmon

Gary Harmon served as thc Company’s Chief Financial Officer from March 1993
until the middle of 2001. The SLC has concluded that certain of the allegations against
Mr. Harmon in the derivative actions may have merit, but that the Company would face a
number of considcrable obstacles in recovering on the claims including, significantly, the
applicable statutes of limitations. In addition, because of the passage of years, there
would be very challenging proof problems with respect to important elements of the
various causcs of action. Those problems include the ability to prove the requisite state
of mind requircmment, damages, and loss causation for the various causes of action.
Furthermore, the SLC took note of the fact that while Mr. Harmon did receive some
mispriced options, his actual realizcd financial benefit from those options was less than
$50,000.

Given the impediments to recovery and the inherent uncertainties and costs of
litigation, the SLC entered into negotiations with Mr. Harmon in an effort to resolve the
potential claims against him.

On August 8, 2007, the Comipany and Mr. ITarmon entered into an agrecment,
conditioned upon the dismissal ot the claims against Mr, Harmon in the derivative
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actions, whereby Mr. Harmon will pay $100,000 to the Company. The SLC has
concluded that it is in the best intcrest of the Company to settle the claims against
Mr. Harmon on these terms and, consequently, coneludes that the claims against
Mr. Harmon in the derivative actions should be dismissed.

E. J. Thomas Bentley, Sunlin Chou, PhD., and Abraham D. Sofaer

J. Thomas Bentley, Sunlin Chou, and Abraham D. Sofaer are current non-
executive members of Rambus’s Board of Dircctors who joined well after the relevant
events underlying the claims asserted in the derivative actions.

Mr. Bentley’s background is outlined above. He has been a member of the Board
of Dircctors of Rambus since March 2005, and has served as Chairman of the Audit
Committee since May 2005.

Dr. Chou has been a member of the Board of Directors of Rambus since March
2006, and has served as a member of the Audit. Committee sincc April 2006. Dr. Chou
served for thirty-four years at Intel Corporation, a semiconductor corporation, most
recently as the Senior Vice President and Co-General Manager of the Technology and
Manufacturing Group from 1998 to 2005. Dr. Chou holds 1« B.S., M.S. and E.E. in

Electrical Engineering from the Massachusetts Institute of Tcchnology and received a

Ph.D. in Electrical Engineering from Stanford University.

Mr. Sofacr’s background is outlined above. He has been a member of the Board
of Directors of Rambus-aud served as a member of the Audit Committee since May 2005.

The SLC concludes that it is not in the best interest of the Company to pursue the
claims made in the derivative actions against Mr. Bentley, Dr. Chou, or Mr. Sofaer. As
noted above, cach of these individuals became associated with the Company well afler
the relevant cvents nnderlying the claims asserted in the derivative actions and after it had
changed its stock option grauting practices. There is no evidence that would support any
claim of wrongdoing or nnjusf enrichment by any of these individuals. Pursuing the
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meritless claims asserted in the derivative actions against Mr. Bentley, Dr. Chou, and
Mr. Sofaer would only have negative consequences for the Company including
significant costs and likely interference with the ongoing conduct of the Company’s
business. The SLC therefore concludes that it is in the Company’s best interest that these
claims be terminated.

Mr. Bentley recused himself from the SLC’s deliberations and decision-making
with regard to how to procecd with respect to the derivative clails brought against him.
Mr. Sofaer recused himsclf from (he SLC's deliberations and decisi on-making with
regard to how to proceed with respect to the derivative claims brought against him.

F, Harold Hughes

Mr. Hughes has served as Chief Executive Officer and President of Rambus since
January 2005, and scrved as acting Chief Financial Officer of Rambus from March 2006
to April 2006. Mr. Hughes has also been a member of the Board of Dircctors since June
2003, and served as a member of the Audit Committee from July 2003 to Janusry 2005,
Mr. Hughcs was a United States Army Officer from 1969 (o 1972 before starting his
private sector carcer with Intel Corporation. Mr. Hughes held a variety of positions
within Intel Corporation from 1974 to 1997, including Treasurer, Vice President of Intel
Capital, Chief Financial Officer, and Vice President of Planning and Logistics.
Following his tenure at Intel, Mr. Hughes was thc Chairman and Chief Executive Officer
of Pandesic, LL.C. He also has served on the boards of Berkeley Technology, Ltd. and
Xilinx, Inc. He holds a B.A. from the University of Wisconsin amd an M.B.A. from the
University of Michigan.

The SLC has concluded that pursuing the claims asserted against Mr. Hughes in
the derivative actions would be unjustified on the merits (as outlined below), and would
also entail significant costs to the Company. Furtlier, becausc of Mr. ITughes® extremely
important role at thc Company, such litigation would be liighly disruptive of the ongoing
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conduct of the Company’s business. As CEO, Mr. Hughes is critical to the execution and
implementation of the Company’s business strategy and is responsible for its key
customer relationships. Accordingly, the SLC has concluded that those claims should be
dismissed.

1. Federal Securities Law Claims

Section 10(b) of the Securities Exchange Act of 1934 and accompanying Rule
10b-5 make it unlawful to defraud a purchaser or seller of securities. To prevail on a
Section 10(b) claim, a plaintiff must plead and prove the defendant’s scienter - -- that is,
“an intent to deceive, manipulate, or defraud.”® To prevail under Section 10(b), a
plaintiff must prove either intent or “deliberate or conscious recklessness” — ie., “no
less than a degree of recklessness that strongly suggests actual intent.”’ Proof of’
negligence, gross negligence, or mere recklessness does not suffice.

While several obstacles would stand in the way of the Company prevailing on
Section LO(b) claims against Mr. Hughes, the scienter requircment is the most obvious
among them. After reviewing the specific facts regarding Mr. Hughes and his rolc in the
cvents nuderlying the allegations in the Derivative Complaint, the SLC has concluded
that the evidence contradicts any claim that he acted with scienter. The SLC found that at
all times Mr. Hughes acted in good faith and there is no cvidence of any bad faith or
improper behavior by Mr. Hughes. During his tenure as Chiet Executive Officer there

have been no material instances of improperly dated stock options at the Company.

f15U.8.C. § 78u-4(b)(2); Ernst & Ernst v. Hochfelder, 425 U.S. 185, 193 n.12
(1976).

" In re Silicon Graphics Inc. Securities Litigation, 183 F.3d 970, 979 (9™ Cir.
1999).

Y 1d.
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Accordingly, the SLC concludes that the scienter requirement would present an
insurmountable obstacle to pursuing Scction 10(b) claims against Mr. Hughes.

For similar reasons, the SLC concludes it is not in the best interest of the Company
to pursuc the claims under Section 20(a) of the Securities Exchange Act of 1934 agrinst
Mr. Hughes. That statute imposes liability on “control persons” for others’ violations of
the Act. To prevail o a control person ¢claim, Rambus would first have to prove all the
elements of a Section 10(b) ¢laim against a primary violator, including scienter, damages,
and loss causation, and also avoid having lhe primary violator’s knowledge imputed to
the Company. Even if Rambus could do so, which is highly uncertain, the alleged control
person is not liable il he or she “acted in good faith and did not directly or indirectly
induce the act or acts constituting the violation or causc of action.” 15 U.S.C. § 78t,
Although the defendant bears the burden of proof on the affirmative dcfense, the SLC
concludes that Mr. Hughes would he able to make the required prima facic showing (he
would testily that he had acted in good faith and did not directly or indirectly induce
stock option backdating) and that the Company, in contrast, would lack evidence to
controvert that showing,

The other federal securities law claim assetted in the Derivative Complaint against
Mr. Hughes is for alleged violations ot Scction 14(a) of the Securities Exchange Act of
1934. That statute regulates the proxy solicitation process and, together with
accompanying Rulc 14a-9, prohibits the solicitation of proxics by means of materially
false or misleading statements. The Derivative Complaint alleges that Mr. Hughes
violaled Section 14(a) by signing various proxy statements (related to annual sharcholder
meetings and the election of directors) issued during the period 2000 to 2002 containing
misleading statcments about the pricing of stock option grants. This claim is frivolous

witl respect to Mr. Hughcs because he was not affiliated with the company during the
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period from 2000 to 2002 and therefore could not have participated in the alleged
violation.
The SLC therefore concludes that it is not in the Company’s best interest to pursue

this claim.

2. State Law Claims

a. Breach of Fiduciary Duty.

Although styled in various different ways, most of the remaining counts asserted
in the Derivative Complaint are claims [or breach of fiduciary duty.’ Because Rambus is
a Delaware corporation, the duties of its officers and dircctors arc defined by Delaware
law.'" Under Delaware law, officers and directors owe the corporation two liduciary
dutics which, if violated, may result in liability: the duty of care and the duty of loyalty."

The SLC concludes that the cvidence contradicts any clain that Mr. [{ughes
breached his duty of care to Rambus. In any event, however, Delaware General Law
§ 102(b)(7) would be an insurmountable obstacle to clainis for money damages bascd on
any such alleged breach in his capacity as a dircc-tor.a Under Section 102(b)(7), a

corporation may include a provision in its articles of incorporation eliminating the

? See Count 5 (“Breach of Fiduciary Duty and/or Aiding and Abetting), Count 6
(“Abuse of Control), Count 7 (“Gross Mismanagement’”), Count 8(“Constructive Fraud”),
and Count 14 (“Breach of Fiduciary Duties for Insider Selling and Misappropriation of
Information™).

'Y Kamen v. Kemper Fin. Servs. Inc. 500 U.S. 90, 109 n.10 (1991).

N Stone ax rel. AmSvuth Bancorporation v. Ritter, 911 A.2d 362, 369-70 (Del.
20006). The duty to act in good faith has sometimes been described as part of a “triad” of -
fiduciary dutics that also includes the duties of care and loyalty. But the Delaware
Supreme Court clarified in Stone that the requirement to act in good faith “is a subsidiary
element, i.e., a condition, of the fundamental duty of loyalty,” and that only the duties of
care and loyalty, where violated, may dircctly result in liability. fd,
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~ exposure of its directors to money damages for any breach of the duty of care that does
not involve intentional misconduct, a knowing violation of law, bad taith conduct, or a
transaction from which the dircctor derived an improper personal benefit. Rambus
included such a provision in its articles of incorporation, and the SLC has concluded that

none of the exceptions to that exculpatory provision would apply lo Mr. Hughes."?

Consequently, cven if a breach of fiduciary care could be established as to M. Hughes
while acting in his capacity as a dircctor, it would be to no avail as moncy damages
would not be recoverable.

The SLC similarly concludes the evidence contradicts a claim that Mr. Hughes

breached his duty of loyalty to Rambus. The basis for the duty of loyalty is the principle

that officers and directors must act in the best interest of the corporation. An officer or

director can breach this duty by engagin in sclf-dealing, failing to act in good faith or by

an cgregious and complete failure of aversight, Here, there is no evidence to suggest that
Mr. Hughes engaged in self-dealing. Indeed, he neithcr approved for himself nor
received any mispriced stock options. Similarly, the evidence does not suggest any
failure to act in good faith or any sustained or systematic failure to exercisc oversight. In
the context of claims for breach of the duty of loyalty, the Delaware courts have held that
“la] failurc to actin good faith may be shown, for instance, where the fiduciary
intentionally acts with a purpose other than that of advancing the best interest of the
corporation, where the fiduciary acts with the intent to violate applicable positive law, or

where the fiduciary intentionally fails to act in the face of a known duty to act,

12 Just as the evidence does not support a claim of scienter against Mr. Hughes for
Section 10(b) purposcs, or controvert a prima facie showing of good faith for Section
20(a) purposes, the evidence also contradicts a claim that Mr, Hughes engaged in
mtentional misconduct, knowing violations of law, or bad faith conduct. Moreover, no
evidence was found suggesting that Mr, Hughes was involved in any questionable
transaction from which he derived any personal benefit.
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demonstrating a conscious disregard lor his duties.”"® To establish lack of sufficient
oversight, the Company would have to show “a sustained or systematic failurc of the
board to exercise oversight — such as an utter failure to attempt to assure reasonable
information and reporting systems exist.”'* The SLC concludes the evidence contradicts
any of the foregoing for purposes of asserting a viable claim for breach of the duty of
loyalty against Mr. Hughes.
b. Corporate Waste/Unjust Enrichment

The Derivative Complaint also asserts claims for “Corporate Waste” and “Unjust
Enrichment,” bascd on identical allegations. Both assert thét all of the defendants have
been unjustly enriched via stock option grants and that “[clertain of the defendants sold
Rambus stock for a profit during the period ot deception, misusing confidential non-
public corporate information,” and should be required to “disgorge the gains, which they
have and/or will othcrwise unjustly obtain at the expense of Rambus.”

Regardless of how they are styled, these claims have several obvious deficiencies.
First, a claim for corporate waste is just another variation of 4 claim for breach of
fiduciary duty and would fail in this instance for the reasons outtined above. Second, (o
state a claim for unjust enrichment a plaintiff must show the unjust retention of a benefit
to the loss of another, or the retention of money or property of another against the
fundamental principles of justice or equity and good conscience.”® The Company would
not be able to meet this standard for the simple reason that Mr. Hughcs ncver received
any mispriced option grants. The SLC thus concludes that it is not in the best interest of

the Company to pursue claims for corporate waste or unjust enrichment against

"> In re Walt Disney Co. Deriv. Litig., 906 A .2d 27, 67 (Del. 2000).
" In ve Caremark Int’l Inc. Deriv. Litig., 698 A. 2d 959, 971 (Dcl. Ch. 1996).
13 Schock v. Nash, 732 A.2d 217, 232-233 (Del. 1999).
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Mr. Hughes. Such claims lack merit, and would only serve to impose significant costs on
the Company and distract it from its current business.
c. California Corporations Code §§ 25402/25502.5
The final claim asserted in the Derivative Complaint against Mr. Hughcs is for
violation of California Corporations Code Section 25502.5. That statute provides thal an
issuer of securitics may recover up to three times the profits made by any of its directors,
officers or control persons who purchased or sold securities of the issuer on the basis of
material non-public information about the issuer.'® In any event there is no cvidence
cstablishing Mr. Hughes was aware of matcrial nonpublic information at the time he
bought or sold any stock. The SLC thus concludes that it is not in the best interest of the
Company to pursue claims for violations of California Corporations Code Section
25502.5 against Mr. Hughes as such claims lack merit and would only scrve to impose
significant costs on the Company and distract it from its current business.
d. Accounting
The Derivative Complaint asserts a claim against all defendants for an equitablc
accounting. An equitable accounting, however, is not a separatc cause of action, but
rather is a species of disclosure predicated upon the plaintiff's inability to determine how
much money, if any, is due from the defendant.!” That is not the situation here. Rather,
all of the records of Rambus are fully available to Rambus and, were it to decide to

proceed against Mr. Hughes its damages would be determinable. More fundamentally,

'* As a threshold matter, it is questionable whether Section 25502.5 has any
bearing on the exislence or extent of a director or officer’s liability to a Delaware
corporation. See, In re Sagent Technology, Inc. Derivative Litig., 278 F.Supp.2d 1079,
1090-92 (N.D. Cal. 2003).

" See. e.g., Corpus Juris Secondum, Accounting, Equitablc Jurisdiction and
Nature of Remedy, Overview, Generally § 6.
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because the SLC has concluded that it is not in the best interest of the Company to pursue
claims against Mr. Hughes there is no reason to request an equitable acconnting from
him.

G.  Mark Horowitz, PhD.

Mark Ilorowitz, PhD. has been a member of Rambus’s Board of Directors since
co-founding the Company in March 1990. Dr. Horowitz served as a Vice President from
March 1990 to May 1994, and has served as Chicef Scientist since May 2005.

Dr. Horowitz has taught at Stanford University since 1984 where he is currently a
professor of Electrical Engineering and Computer Science. He holds B.S. and M.S.
degrees in Electrical Engineering from the Massachusetts Institute of ‘I'echnology and
received his Ph.D. in Electrical Engineering from Stanford University. Dr. Horowitz is
vital to the Company’s technological success, and is the inventor of the main lechnology
on which the Company is based.

The SLC has concluded that pursuing the claims asserted against Dr. Horowitz in
the derivalive actions would not only be unjustified on the merits (as outlined below), but
would also entail significant costs to the Company and, hecause of his current role at the
Company, would be highly distuptive and interfere with the ongoing conduct of the
Company’s business. Accordingly, the SLC has concluded that those claims should be
dismissed.

1. Federal Securities Law Claims

As noted above, to prevail on a Section 10(b) claim, a plaintiff inust plead and
prove the defendant’s scienter. While several obstacles would stand in the way of the
Company prevailing on Section 10(b) claims against Dr. Horowitz, the scienter
requircment is the most obvious among them. Aller reviewing the specific facts
regarding Dr. Horowitz and his role iu the events underlying the a;llcgalions in the
Derivative Complaint, the SLC has concluded that there is no evidence to support a claim
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that he acted with scienter. The SLC found no evidence of any bad faith or improper
behavior by Dr. Horowitz. Indeed, the evidence indicates that Dr. Horowitz had no direct
involvement in the stock option granting process, and thefe is no evidence that he had
knowledge of uny impropetly dated options. Accordingly, the SLC concludes that the
scienter requircment would present an insurmountable obslacle to pursuing Section 10(b)
claims against Dr. Horowitz.

Tor-similar reasons, the SLC concludes it is not in the best interest of the Company
to pursue the claims under Section 20(a) of the Securities Exchange Act of 1934 against
Dr. Horowitz. As noted above, that statute imposes liability on “control persons” for
others’ violations of the Act. To prevail on a control person claim, Rambus would first
have to prove all the elements of a Scetion 10(b) claim against a primary violalor,
including scienter, damages, and loss causation, and also avoid having the primary
violalor’s knowledge imputed to the Comipany. Even if Rambus could do so, which is
highly uncertain, the alleged control person is not liablc if he or she “acted in good faith
and did not divectly or indircetly induce the act or acts constituting the violation or cause
of action,” 15 U.S.C. § 78t. Although the defendant bears the burden of proof on the
affirmative defense, the SLC cotcludes that Dr. Horowitz would be able to make the
required prima facie showing (he would testify that he had acted in good faith and did not
directly or indirectly induce stock option backdating) and that the Company, in contrast,
would lack evidence to controvert that showing,

The other federal secutities law claim asserted in the Derivative Complaint against
Dr. Horawitz — for alleged violations of Scction 14(a) — is meritless. The SLC
concludes that it is not in thc Company’s best interest to pursuc this claim.

Most fundamentally, the claim is time-barred. Section 14(a) claims must be

brought within three years from the datc the challenged proxy statements were
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disseminated.'” The three-year period is absolute and not subject to equitable (olling. %
Because the last proxy statement challenged in the Derivative Complaint was filed in
December 2002, Section 14(2) claims based on alleged inaccuracies in those proxy
malerials are lime-barred.

Tn addition to the foregoing, the Section 14(a) claim asserted in the Derivative
Complaint also has serious substantive defects. The purpose of Scction 14(a) is to
preserve the integrity of the proxy solicitation process, and to ensure that shareholders
voting on corporate proposals are not misinformed. Because Rambus itself has no right
to vole, there is an inherent logical flaw in permitting a sharcholder to assert a Section
14(a) clain derivatively. While the Usiited States Supreme Court held over forty years
ago in L. Case Co. v. Borak,™ that Section 14(a) could be asserted derivatively, the
Court has subsequently disavowed the open-ended approach it employed there,”" and it is
doubtful whether Borak’s logic or result would survive scrutiny under the Court’s
modern jurisprudence.

Finally, even if the Section 14(a) claim was not time-barred and the company hacl
standing to sue, the claim would founder on the clement of causation. To recover -
damages under Section 14(a), a plaintiff must show that the challenged proxy materials

were an “essential link” in the accomplishment of a corporate transaction that injured the

** In re Exxon Mobil Corp. Sec. Litig., 387 T. Supp. 2d 407, 421, 424 (D.N.J.
2005) (collecting authorities); Virginia M. Damon Trust v. North County Fin. Corp., 325
F. Supp. 2d 817, 823-24 (W.D. Mich. 2004).

" E.g., Lampf, Pleva, Lipkind, Prupos & Petigrow v. Gilbertson, 501 U.S. 350,
363 (1991); Munoz v. Asheroft, 339 £.3d 950, 957 (9" Cir. 2003).

20377 U.S. 426 (1964).

2 Correctional Servs. Corp. v. Malesko, 534 U.S. 61, 67 n.3 (2001); Alexander v,
Sandoval, 532 U.S. 275, 286-87 (2001).
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company or its shareholders.”* Ilere, no transaction was madc possible by the votes
Rambus’ shareholders cast in connection with the 2000-2002 proxics. The only items on
those proxies were the clection of dircetors and ratification of the appointment of PwC.
While the Derivative Complaint suggests (hal the election of directors may serve as the
causal link between challenged statements and purported harm to the company because
the directors allegcdly authorized or permitted misconduct (o occur, that theory has been

rejected by the courts as too altcnuated.”

2. State Law Claims

a. Breach of Fiduciary Duty

The ST.CC also concludes that the evidence does not support a claim that
Dr. Horowitz breached his duty of care to Rambus. Indeed, the evidence indicates that
Dr. Ilorowitz had no direct involvement in the stock option granting process. Moreover,
the exculpatory provision included in Rambus’s aﬁicles of incorporation pursnant (o
Delawarc General Law § 102(b)(7) would, in any event, be an insurmountable obstaclc to
claims for money damages based on any such alleged breach. The SLC has fournd no
evidence that Dr. Horowils cngaged in intentional misconduct, knowing violations of
law, or bad faith conduct, or that he was involved in or aware of mispricing of stock
option grants to himself. Thus, none of the cxceptions to the exculpatory provision
would apply to Dr. Horowitz. Consequently, no maney damages would be recoverable

by the Company for a breach of fiduciary duty of care claim.

%2 See Mills v. Electric Auto-Lite Co., 396 U.S. 375, 385 (1970); Desaigoudar v.
Meyercord, 223 F.3d 1020, 1022 (9"‘ Cir. 2000); General Electric Co. v. Cathcart, 980
F.2d 927, 932 (3d Cir. 1992).

B General Electric, 980 F.2d at 933; Cowin v. Bresler, 741 F.2d 410, 428 (D.C.
Cir. 1984).
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The SLC similarly concludes the 'evidence does not support a clainn that
Dr. llorowitz breached his duty of loyalty to Rambus. Again, the evidence does not
suggest any failure on Dr. Horowitz’s part to act in good faith or any sustained or
systemalic [ailurc on his part to exercise oversight. Moreover, there is ng evidence that
Dr. Horowitz engaged in sclf-dealing. Whilc he received one insubstantial mispriced
stock option grant, as noted above, there is no evidence that he was involved in or was
aware of the mispricing. The SLC therefore concludes the evidence does ot support a
viable claim for breach of the duty of loyalty against Dr. Horowitz.
b. Corporate Waste/Unjust Enrichment
The claims for corporate waste/njust enrichment asserted in the derivative actions

against Dr. Horowitz also have several obvious deficiencics. First, as noted above, a
claim for corporate waste is just another variation of a claim for breach of fiduciary duty
and would fail in this instance for the reasons outlined above. Second, also as nated
ahove, to state a claim for unjust enrichment a plaintiff must show the unjust retention of
a benefit to the loss of another, or the retention of money or properly of another against

‘ the fundamental principles of justice or equity and good conscience. The Company
would [ace difficult issues proving this as to Dr. Horowitz. Dr. Horowitz did reccive one
insubstantial mispriced option grant, but the lack of evidence that he was aware of the
mispricing undermines the notion that his retention of those options would be against the
fundamental principles of justice or equity and good conscience. Third, the statute of

limitations would present.a significant obstacle to any recovery for unjust cnrichment.

** The stalute of limitations would present a significant obstacle to recovery on the
unjust enrichment claims regardless of whether the court were to apply California’s two-
year statute of limitations (Cal. Civ. Proc. Code § 339; accord Perelman v. Deul, 2002
WL 1797228 (Cal. App. Aug. 6, 2002)) or Delawarc’s (hree-year statute of limitations
(Kahn v. Seaboard Corp., 625 A.2d 269, 271-77 (Del. Ch. 1993)). The claims were

asserted in the derivative actions well afler the prescribed time periods, and it does not
(Footnote continued)
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The mispriced options Dr. Horowitz reccived were granted in April 2001, The first
derivative-action was filed in May 2006. Fourth, despite these facts, Dr. Horowitz has
voluntarily agreed in principle to the repricing of the options in question.

Under these circumstances, the SLC concludes that il is not in the best interest of
the Company to pursue claims for corporate waste or unjust enrichment against
Dr. Horowitz. Such claims lack merit, and would only serve to impose significant costs
on the Company and distract it from its current business.

¢ California Corporations Code § 25502.5

The final claim asserted in the Derivative Complaint against Dr. Horowitz is for
violation of California Corporations Code Section 25502.5 — i.e., purchasing or selling
Rambus stock on the basis of material non-public information about the Company. Once
again, the most obvious obstacle to this claim with respect to Dr. Horowitz is the lack of
evidence establishing his awareness of material nonpublic information at the time he
bought or sold any stock. The SLC thus concludes that it is not in the best interest of the
Company (o pursue claims for violations of California Corporations Code Section
25502.5 against Dr. Horowitz as such claims lack merit and would only serve to impose
significant costs on the Company and distract it from its current business.

d. Accounting

As discussed above, all of the records of Rambus are fully available to Rambus
and, were it to decide to proceed against Dr. Horowitz, its damages would be
determinable. More [undamentally, because the SLC has concluded that it is not in the
besl interest of the Company to pursue claims against Dr. Horowitz there is no reason 10

request an cquitable accounting from him.

appear that the necessary facts could be established to invoke the doctrine of cquitable
tolling.
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H.  David Mooring
David Mooring scrved as the Vice President of several of the Company’s business

units from 1991 through December 1999, and as the Company’s President from
December 1999 until January 2004, Mr. Mooring was also a member of Rambus’s Board
of Directors from December 1999 through May 2006,

The SLC has conchided that most of the claims asserted against Mr. Mooring in
the derivative actions have no merit, as discuss‘ed below. After reviewing the specific
facts regarding Mr. Mooring and his role in the events underlying the allegations in the
Derivative Complaint, the SLC has concluded that the evidence fails to support a claim
that he acted in bad faith or engaged in any improper behavior. The evidence indicatcs
that Mr. Mooring had minimal responsibilities. relating to the stock option granting
process, and no role in the approval of his own stock option grants. These facts would
present significant obstacles to pursuing each of the claims asserted against Mr. Mooring
other than for unjust enrichment.

As o the unjust enrichment claim asserted in the derivative actions, Mr. Mooring
did receive several mispriced option grants. But the fuct that he did not participate in and
did not have any role in the stock option granting process for his own grants significantly
undermines the notion that his retention of those options would be against the
fundamental principles of equity and good conscience. Furthermore there is no evidence
that Mr. Mooring had any awarcness that the stock option granting process was flawed.
In addition, the statute of limitations would present a significant obstacle to any recovery
for unjust enrichment.” Virtually all of the mispriced options Mr. Mooring received
were granted in 2001 and prior. The first derivative action was filed in May 2006.

The SIC has also concluded that it was reasonable for Mr. Mooring to belicve that

the Senior Vice President, Administration was handling the Company’s stock option

3 See tih 24, supra.

Rambus Special Litigation Commiittec 37
Final Report




Case 1:07-cv-07650-GBD  Document 7-6  Filed 09/25/2007 Page 39 of 65

grants in accordance with the appropriate legal and accounting rules for stock option
grants and understood the Company’s actual practiccs.

Given the inherent uncertainties and costs of litigation as well as the remote
likelihood of obtaining any recovery against Mr. Mooring, the SLC entered into
negoliations with Mr. Mooting in an eltort to resolve the potential claims against him.
On July 26, 2007, the Company and Mr. Mooring entered into an agreement, conditioncd
upon the dismissal of the claims against Mr. Mooring in the derivative actions, aniong
other things, whereby Mr. Mooring will deliver to the Company 163,333 ghares of the
Company’s stock. The SLC has concluded that it is in the best interest of the Company
to scitle the claims against Mr. Mooring on (hese terms and, consequently, concludes that
the claims against Mr. Mooring in the derivative actions should be dismissed.

1. Federal Securities Law Claims

As noted above, o prevail on a Section 10(b) claim, a plaintiff must plead and
prove the defendant’s scienter. While several obstacles would stand in the way of the
Company prevailing on Section 10(b) claims against Mr. Mooring, the scienter
requirement is the most obvious among them. After reviewing the specific facts
regarding Mr. Mooring and his role in the events underlying tlic allegations in the
Derivalive Complaint, the SL.C has concluded that the evidence fails to suppart a claim
that he acted with scienter. The SLC found no cvidence of any bad faith or improper
behavior by Mr. Mooring. Indeed, the evidence indicates that Mr. Mooring had mininial
responsibilities relating to the stock option granting process, and there is no evidence that
he had any awareness that the stock option granting process was Nawed. Accordingly,
the SL.C concludes that the scienter reqnirement would present an insurmountable
obstacle to pursuing Section 10(b) clainis against Mr. Mooring.

For similar rcasons, the SLC concludes it is not in the best interest of the Campany
lo pursue the claims undcr Section 20(a) of the Securilies Exchange Act of 1934 against
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Mr. Mooring. As noted above, that statute imposes liability on “control persons” for
others; violations of the Act. To prevail on a control person claim, Rambus would first
have to prove all the elements of a Section 10(b} claim against a primary violator,
including scienter, damages, and loss causation, and also avoid having the primary
violator’s knowledge imputed to the Company. Moreover, the alleged control person is
not liable if he or she “acted in good faith and did not directly or indirectly induce the act
or acts constituting the violation or cause of action.” 15 U.S.C. § 78t. Although thc
defendant bears the burden of proof on the affirmative defense, the SLC concludes that
Mr. Mooring would be able to maké the required prima facie showing (he would testify
that he had acted in good faith and did not directly or indirectly induce stock option
backdating) and that the Company, in contrast, would lack evidence to controvert that
showing,

The other federal securities law claim asserted in the Derivative Complaint hgainst
Mr. Mooring — for ulleged violations of Section 14(a) — as discussed above, lacks merit
and, more fundamentally, is time-barred.

2. State Law Claims

a. Breach of Fiduciary Duty

The SLC also concludes that the evidence does not support a claim that
Mr. Mooring breached his duty of care (u Ramhns. Indeed, as explained above the
evidence indicates that Mr. Mooring had no dircet involvement in the stock option
granting process. Moreover, the exculpatory provision included in Ramibus’s articles of
incorporation pursuant to Delaware General Law § 102(b)(7) would, in any event, be an
insumountable abstacle to claims for money damages based on any such alleged bteach.
The SLC has found no evidence that Mr. Mooring engaged in intentional misconduct,
knowing violations of law, or bad faith conduct, or that lie was involved in or aware of
mispricing of stock option grants to himself. Thus, none of the exceptions to the
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exculpatory provision would apply to Mr. Mooring. Consequently, money darnages
would not be recoverable for a claim of breach of the fiduciary duty of care.

The SLC similarly concludes the evidence does not support a claim that Mr.
Mooring hreachied his duty of onalfy to Rambus. Again, the evidence does not suggest
any failure on Mr. Mooring’s part to act in good faith or any sustained or systematic
failure on his part to exercise oversight. Moreover, the evidence docs not suggest that
Mr. Mooring engaged in self-dealing. While he received several mispriced stock option
grants, as noted above, there is no evidence that he was involved in or was aware of the
mispricing. The ST.C therefore concludes the evidence does not support a viable claim
for breach of the duty of loyalty against Mr. Mooring.

b. Corporate Waste/Unjust Enrichment

The claims for corporate waste/unjust enrichment asserted in the derivative actions
against Mr. Mooring also have several obvious deficiencies. First, as noted above, a
claim for corporate wasic is just another variation of a claim for breach of ﬁduéiary duty
and would fail in this instance for the reasons outlincd above. Second, also as noted
above, to state a claim for unjust enrichment a plaintiff must show the unjust rctention of
a benefit Lo the loss of another, or the retention of money or property of another against
the fundamental principles of justice or cquity and good conscience. The Company
would face difticult issues proving this as to Mr. Mooring. Mr. Mooring did receive
several mispriced option grants, but the lack of evidence that he was aware that the stock
option granting process was flawed significantly undermines the notion that his retention
of those options would be against the fandamental principles of justice or equity and
good conscience. Third, the statule of limitations would present a significant obstacle to

any recovery for unjust enrichment.* Virtually all of the mispriced oplions Mr. Mooring

% Sce i 24, supra
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received were granted in 2001 and prior. The first derivative action was filed in May
2006. Finally, despite these facts, Mr. Mooring has agreed to a settlement of the potential
claims by agreeing to return the Company a substantial number of shares of Rambus
comumnon slock.

Under these circumstances, the SLC concludes that it is not in the best intercst of
the Company to pursue claims for corporate waste or unjust enrichment against Mr.
Mooring. Such claims lack merit, and would only serve to impose significant costs on
the Company and distract it from its current business.

¢ Rescission

The Derivative Complaint purports to asserl a causc of action against Mr. Mooring
tor rescission. Rescission, however, is merely a remedy, not a cause of action.
Accordingly, the SLC thus concludes that this claim should be dismissed.

d. Breach of Contract

The Derivative Complaint asserts a cause of action against Mr. Mooring for
breach ol contract, alleging that Mt. Mooring breached his employment agreement and
the Company's stock option plan by receiving improperly priced stock options. The SLC
has concluded that this claim is without merit. Mr. Mooring's employment agreement
conlains no provisions relaling Lo oplions or option pricing. Moreover, the stock option
plan provision relating o oplion pricing (and which is incorporated by reference into
stock option agreements) creates obligations and limitations for the stock option plan
administrator, not option grantees such as Mr. Mooring. As a result, Mr. Mooring’s
receipt of allegedly mispriced options does not breach his employment agreement.

The S1.C thus concludes that it is not in the best interest of the Company to pursue
claims for breach of contract against Mr. Mooring. Such claims lack merit, and would
only serve to impose significant costs on the Company and distract it from its current
business.

Rambus Special Litigation Commitiee 41
Final Report



Case 1:07-cv-07650-GBD  Document 7-6  Filed 09/25/2007 Page 43 of 65

e. California Corporations Code § 25502.5

The final claim asserted in the Derivative Complaint against Mr. Mooring is for
violation of California Corporations Code Section 25502.5 — i.c., purchusing or selling
Rambus stock on the basis of material non-public information about the Campany. Once
again, the most obvious obstacle to this claimn with respect to M. Mooring is the lack of
evidence establishing his awareness of malerial nonpublic information at the time he
bought or sold any sto»ck.27 The SLC thus concludes that il is not in the best interest of
the Company to pursue claims for violations of California Corparations Code Section
25502.5 against Mr. Mooring as such clains lack merit and would only serve (o impose
significant costs on the Company and distract it from its current business.

f. Accounting

As discussed above, all of the records of Rambus arc fully available to Rambus
_ and, were it to decide to proceed against Mr. Mooring, its damages would be
determinable. More fundamentally, because the SLC has concluded that it is not in the
bust interest of the Company to pursuc claims against Mr. Mooring there is no reason to

request an equilable accounting from him.

I William Davidow, PhD., Bruce Dunlevie, P. Michael Farinwald, PhD.,
Charles Geschke, PhD., and Kevin Kenuedy, PhD.

William Davidow, PhD)., Bruce Dunlevie, P. Michael Farmwald, PhD., Charles
Geschke, and Kevin Kennedy, PhD. arc current or former non-executive members of
Rambus’s Board of Directors who serve or scrved on the Board’s Compensation
Committec.

Dr. Davidow was a director of Rambus from its inception in March 1990 until
May 2005, and served as chainnan of the Board of Directors from March 1990 to January

2005. Dr. Davidow served as a member of the Compensation Committee of the Board

*7 See also fn 16, supra.
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from 1997 to October 2002, and as a member of the Audit Commiltee from 1997 to May
2005. Dr. Davidow has been a general partner of venture capital firm Mohr, Davidow
Ventures since 1985, From 1973 (o 1985, he held a number of management positions at
Intel Corporation, including Senior Vice President of Marketing and Sales, Vice
President of the Microcomputer Division and Vice President of the Microcomputer
Systems Division. Dr. Davidow holds A.B. and M.S. degrees in Elcctrical Fngincering
from Dartmouth College, an M.S. degree in Electrical Engineering from the Calilomia
Institute of Technology, and a Ph.D. in Electrical Engineering from Stanford University.

Mr. Dunlevie has served as a director of Rambus since its founding in March
1990, as a member of the Compensation Committee from 1997 (0 2006 and as a member
of the Audit Committee from 1997 to March 2005. He has been a Geueral Partner of the
venture capital {irm Benchmark Capital since May 1995, and was a general partner of the
venture capital firm Merrill, Pickard, Andcrson & Eyre between 1989 and 2000. [n
addition to Rambus, Mr. Dunlevie also serves on the board of Palm, Inc. and several
private companies.

Dr. Farmwald has served as a director of Rambus since co-founding the Company
in March 1990, and served as a member of the Compensation Committee from Qctober
2002 through July 2003 and March 2005 to October 2006. Dr. Farmwald fonnded
venture capital firm Skymoon Ventures in 2000, and has co-founded other semiconductor
companies including Matrix Semiconductor, Inc. in 1997, Dr. Farmwald holds a B.S. in
Mathemalics [rom Purduc University and a Ph.D. in Computer Science from Stanford
University. ,

Dr. Geschke served as a director of Rambus from February 1996 until March
2005, as @« member of the Compensation Comunittee of the Board from February 1996 to
March 2005, and as a member of the Audit Committee from February 1996 to July 2003.
Dr. Geschke isa én-f‘oundcr of soflware company Adobe Systems Incorporated, has
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served as a director of that company since 1982, as its Chief Operating Officer from 1986
to 1995, as its President from 1989 to 2000, and as its Chairman since 1997. Prior to
1982, Dr. Geschke held various positions with Xerox Corporation's Palo Alto Research
Center, including Manager of the Imaging Sciences Laboratory. He holds an A.B. degree
in Classics and an M.S. degree in Mathematics from Xavier University of Ohio, and
received his Ph.D. in Computer Science from Carnegie-Mellon University.

Dr. Kennedy has served as a director of Rumbus since April 2003, and is currently
Chairman of the Board. Dr. Kennedy has served as a member of the Compensation
Committee of the Board from July 2003 to the present, with the exception of a short
period during mid-2006. Dr. Kennedy is also currently Chief Executive Officer and
director at JDS Uniplase Corporalion, a communications equipment corporation. From
August 2001 to September 2003, Dr. Kennedy was the Chief Operating Officer of
Opcnwave Systems, Inc., a software corporation. Prior (o juining Opcnwave Systems
Inc., Dr. Kennedy scrved seven years at Cisco Systems, Inc., a networking corporation,
most recently as Senior Vice President of the Service Provider Line of Business and
Software Technologies Division, and 17 ycars al Bell Laboratories. Dr. Kennedy is also a
dircctor of KLA Tencor Corporation.

The SLC concludes that it is not in the best interest of the Company (o pursue the
claims made in the consolidated derivative actions against Dr, Davidow, Mr. Duulevie,
Dr. Farmwald, Dr. Geschke, or Dr. Kennedy. As outlined below, the SL.C concludes that
the derivative claims asserted against these individuals are without merit. The SLC has
also concluded that it was reasonable for members of the Compensation Committee to
have relied upon the Company’s former Senior Vice President of Human Resources and
former Chief Financial Officers (0 ensure that the Company’s procedures for issuing and

accounting for stock option grants were appropriate.
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Moreover, the SLC understands and believes that Dr. Kennedy’s extensive
business cxpericucé, including as CEO of a major technology company, is extremely
valuable (o Rambus. As current Chairman of the Board, Dr. Kennedy is critical to
oversight of the Company’s strategic initiatives and overall business direction.

Similarly, Mr. Dunlevie has extensive business experience and has provided
invaluable insights and strategic guidance over the yeats and is expected to continue (o be
vilal to the Company’s success. | |

Dr. Farmwald is a founder of the company and co-inventor of the main technology
on which the company is premised. Dr. Farmwald continues to provide valuable
technological insight and guidance to the company.

The SLC finds that pursuit of the derivative claims against Dr. Davidow, Mr.
Dunlevie, Dr. Farmwald, Dr. Geschke, and Dr. Kennedy would have negalive
consequences for the Company including significant costs and substantial and harmful
interference with the ongoing conduct of the Company’s business that the circumstances
do not justify. Accordingly, the SLC concludes that it is in the Company’s best interest
that these elaims he terminated.

| 1. Federal Securities Law Claims

As noted above, to prevail on a Section 10(b) claim, a plaintiff must plead and
prove the defendant’s scienter. While several obstacles would stand in the way of the
Company prevailing on Seclion 10(b) claims against Dr. Davidow, Mr. Dunlevie,

Dr. Farmwald, Dr. Geschke, and Dr. Kennedy, the scienter requircment is the most
obvious among them. After reviewing the specific facts regarding Dr. Davidow,

Mr. Dunlevie, Dr. Farmwald, Dr. Geschke, and Dr. Kennedy, and their roles in the events
underlying the allcgafioﬁs in the Derivative Complaint, the SLC has concluded that the
evidence fails (o support a claim that any vnc of them acted with scienter. In fact, the
cvidence does not suggest any one of them acted other than in good faith. Accordingly,
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the SLC concludes that the scienter requirement would present an insurmountablc
obstacle to pursuing Section 10(b) claims against these individuals.

For similar reasons, the SLC coucludes it is not in the best interest of the Company
(o pursuc the claims under Section 20(a) of the Sccuritics Exchange Act of 1934 against
Dr. Davidow, Mr. Dunlevie, Dr. Farmwald, Dr. Geschke, or Dr. Kennedy. As noted
above, that statute imposes liability on “control persons” for others’ violations of the Act.
To prevail on a control person claim, Rambus would first have to prove all the elements
of a Section.10(b) claim against a primary violalor, including scienter, damages, and loss
causation, and also avoid having the primary violator’s knowlcdge imputed to the
Company. Inany cvent, the alleged control person is not liable if he or she “acted in
good faith and did not directly or indirectly induce the act or acts constituting the
violation or cause of action.” 15 1.5.C. § 78(. Although the defendant bears the burden
of proof on the affirmative defense, the SLC concludcs that Dr. Davidow, Mr. Dunlevie,
Dr. Farmwald, Dr. Geschke, and Dr. Kennedy would be able lo make the required prima
facie showing (they would testify that they had acted in good faith and did not directly or
indirectly induce stock option backdaling) and that the Company, in contrast, would lack
evidence to controvert that showing.

The other federal securities law claim asserted in the Derivative Complaint against
Dr. Davidow, Mr. Dunlcvie, Dr. Farmwald, Dr. Geschke, and Dr. Kennedy — for alleged

“violations of Section 14(a) — as discussed above, lacks merit and, more fundamentally,
is time-barred.
2, State Law Claims
a, Breach of Fiduciary Duty

The SLC also conchides that the evidence does not support a claim that
Dr. Davidow, Mr. Dunlevie, Dr. Farmwald, Dr. Geschke, or Dr. Kennedy breached his
duty of care to Rambus. In any event, the cxculpatory provision included in Rambus’s
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articles of incorporation pursuant to Delaware General Law § 102(b)(7) would be an
insurmountable obstacle (o claims for money damages based on any such alleged
breaches. The SLC has found that thc cvidence contradicts the notion that Dr. Davidow,
Mr. Dunlevie, Dr. Farmwald, Dr. Geschke, or Dr. Kennedy engaged in intentional
misconduct, knowing violations of law, ot bad faith conduct, or that they were involved
in or aware of mispricing of stock option grants to themselves. Thus, none of the
cxceptions fo the exculpatory provision would apply (o Dr. Davidow, Mr. Dunlevie,
Dr. Farmwald, Dr. Geschke, or Dr. Kennedy. Consequently, cven if breaches ol
fiduciary care could be established as to those individuals it would be to no avail as
money damages woulld not be recoverable.

The SLC similarly concludes the evidence does not support claims that
Dr. Davidow, Mr. Dunlevie, Dr. Farmwald, Dr. Geschke, or Dr. Kennedy breached their
duties of loyalty to Rambus. Again, the evidence dpes nol suggest any failure by
Dr. Davidow, Mr. Dunlevie, Dr. Farmwald, Dr. Geschke, or Dr. Kennedy to act in good
faith or any sustained or systematic failure on their part to exercise oversight. Moreover,
the evidence docs not suggest that Dr. Davidow, Mr. Dunlevie, Dr. Farmwald,
Dr. Geschke, or Dr. Kennedy engaged in self-dealing. Indeed, they ncither approved for
themselves nor received any mispriced stock options. The SLC therefore concludes the
evidence does not support viable claims for breach of the duty of loyalty against
Dr. Davidow, Mr. Dunlevie, Dr. Farmwald, Dr. Geschke, or Dr. Kennedy.

b.  Corporate Waste/Unjust Enrichment

The claimis for corporate waste/unjust enrichment asscrted in the derivative actions
against Dr. Davidow, Mr. Dunlevie, Dr. Farmwald, Dr. Geschke, and Dr, Kennedy also
have several obvious deficiencies. First, as noted above, a claim for corporate waste is
just another variation of a claim for breach of fiduciary duty and would fail in this
instance for the reasons outlined above. Second, also as noted above, (o state a ¢claim for
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unjust enrichment a plaintiff must show the unjust retention of a benefit to the loss of
another, or the retention of money or property of another against the fundamental
principles of justice or equity and good conscience. The Company wonld not be able to
meet this standard with respect (o Dr. Davidow, Mr. Dunlevie, Dr. Farmwald,
Dr. Geschke, or Dr. Kennedy for the simplc rcason that neither Dr. Davidow,
Mr. Dunlevie, Dt. Farmwald, Dr. Geschke, nor Dr. Kennedy received any mispriced
option grants. The SLC thus concludes that it is not in the hest interest of the Company
to pursue claims for corporate waste or unjust enrichment against Dr. Davidow,
Mr. Dunlevie, Dr. Farmwald, Dr. Geschke, ot Dr. Kennedy. Such claims lack merit, and
wouild only serve to impose significant costs on the Company and distract it from its
currenl business.
c. California Corporations Code §§ 25402/25502.5

The final claim asscrted in the Derivative Complaint against Dr. Davidow,
Mr. Dunlevie, and Dr. Farmwald is (or violation of California Corporations Code Section
25502.5 — i.e., purchasing or selling Rambus stock on the basis of material non-public
information about the Company (the claim is not asscrtcd against Dr. Geschke or
Dr. Kennedy).

‘The most obvious obstacle to this claim with respect to Dr. Davidow,
Mr. Dunlevie, and Dr. Farmwald is the lack of cvidence establishing their awarcness of
malcrial nonpublic information at the time of they bought or sold any stock.”® The SLC
thus concludes that it is not in the best interest of the Company to pursne claims for
violations of Califoriia Corporations Code Section 25502.5 against Dr. Davidow,
Mr. Dunlevie, and Dr. Farmwald as such claims lack merit and would only serve o

impose significant costs on the Company and distract it from its current business.

* See also fir 16, supra.
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d. Accounting

As discussed above, all of the records of Rambus are fully available to Rambus
and, were it Lo decide Lo proceed against Dr. Davidow, Mr. Dunlevie, Dr. Farmwald,

Dr. (ieschke, or Dr. Kennedy, its damages would be determinable. More fundamentally,

because the SLC has concluded that it is not in the best interest of the Company to pursue
claims against Dr. Daviddw, Mr. Dunlevie, Dr. Farmwald, Dr. Geschke, or Dr. Kennedy

there is no reason to request an equitable accounting from those individuals.

L. John Danforth

John Danforth held the General Counsel title at Rambus from October 2001
through July 2006. Mr. Danforth was not dircetly involved in the stock option granting
process at Rambus, and there is no evidence that he had knawledge that the accounting
for optlion grants was incorrect.

The SI.C concludes that it is not in the best interest of the Company to pursue the
claims made in the consolidated derivative actions against Mr. Danforth. As outlined
below, the SLC concludes that the derivative claims asserted against Mr. Danforth would
not succeed. Moreover, the SLC finds that pursuit of the derivative claims against Mr.
Danforth would have negative consequences for the Company including significant costs
and likely interference with the ongoing conduct of the Company’s business that the

| circumstances do not justify. Accordingly, the SLC concludes that it is in the Company’s
best interest that these claims be terminated.
1. Federal Securitiecs Law Claims

As noted above, to prevail on a Section 10(b) claim, a plaintiff must plead and
prove the defendant’s scienter. While several obstacles would stand in the way of the
Company prevailing on Section 10(b) claims against Mr. Danforth, the scienter ‘
requirement is the inost obvious among them. After reviewing the specitic facts
regarding Mr. Danforth and his role in the events underlying the allegations in the
Derivative Complaint, the SLC has concluded that the evidence fails to support a claim
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that he acted with scienter. The SI.C found no evidence of any bad faitli or improper
behavior by Mr. Danforth. Indeed, the evidence indicates that Mr. Danforth had minimal
responsibilities relating to the stock opfion granting process at Rambus and had no
knowledge that thc accounting for stock options was incorrect. The SLC has concluded
that Mr. Danforth did not knowingly eugage in any improper activity rclating to the stock
option matters investigated by the SLC. Accordingly, the SLC concludes that the
scienler requirement would present an insurmountable obstacle to pursuing Section 10(b)
claims against Mr, Danforth.

For similar reasons, the SLC concludes it is not in the best interest of the Comparty
to pursue the clains under Scction 20(a) of the Securities Fxchange Act of 1934 against
Mr. Danforth. As noted above, thal statutc imposes liability on “control persons” for
others’ violations of the Act. To prevail ou a control person claim, Rambus would first
have to prove all thc clements of a Section 10(b) claim against a primary violator, -
including scienter, damages, and loss causation, and also avoid having the primary
violator’s knowledge imputed to the Company. Even if Rambus could do so, which is
highly uncertain, the alleged control person is not liable if he or she “‘acted in good faith
and did not directly or indirectly induce the act or acts constituting the violation or causc
ofaction.” 15 U.S.C. § 78t. Although the defendant bears the burden of proof on the
affinnmative defense, the SLC concludes that Mr, Danforth would be able to make the
required prima facie showing (he would testify that he had acted in good [aith and did not
directly or indirectly induce stock option backdating) and that the Company, in contrast,
would lack evidence to controvert that showing.

The other federal sccuritics law claim asserted in tlie Derivative Complaint against
Mr, Danforth -- for alleged violations of Section 14(a) —- as discussed above, lacks merit

and, more fundamentally, is time-barred.
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2. State I.aw Claims

a. Breach of Fiduciary Duty

The SLC also concludes that the evidence does not support a claim that
M. Danforth breached his duty of care to Rambus. Although Mr. Danforth held the
General Counsel title at Rambus from October 2001 through July 2006, he had minimal
responsibilities relating to the stock option granting process. Mr. Danforth's role in the
stock option granting process at Rambus was to recommend the allocation of annual
option grants (o the employees he supervised, and there is no evidence that he had
knowledge that the accounting for options was improper.

The SLC siniilarly concludes the cvidence docs not support a claim that
Mr. Danforth breached his duty of loyalty to Rambus. Again, (he evidence does not
suggest any failure on Mr. Danforth’s patt to act in good faith. Moreover, there is no

- evidence that Mr. Dauforth cngaged in self-dealing. While he received one mispriced
stock option grant when he was first hircd, there is no evidence the he was involved in or
was aware of the improper accounting for thosc options. The SLC therefore concludes
the evidence does not support a viable claim for breach of the duty of loyalty against
Mr. Danforth.
b. Corporate Waste/Unjust Enrichment

The claims for corporate waste/unjust corichment asserted in the derivative actions
against Mr. Danforth also have several obvious deficiencies. First, as noted above, a
claim for corporate waste is just another variation of a claim for breach of fiduciary duty
and would (ail in this instance for the reasons outlined above. Second, also as noted
above, to state a claim for unjust enrichment a plaintiff must show the unjust retention of
a benefit to the loss of another, or the retention of money or property of another against
the fundamental principles of justice or equity and good conscicnce. The Company
would (uce difficult issucs proving this as to Mr. Danforth. Mr. Dantorth did receive one
option grant which the Company now believes was mispriced, but the lack of evidence
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that he was awarc of the mispricing undermines the notion that his retention of those
options would be agaius! the fundamental principles of justice or cquity and good
conscience. Third, the statute of limitalions would present a significant obstacle (o any
recovery for unjust enriclment.®® The mispriced options Mr, Danforth received were
grauted in October 2001. The first derivative action was filed in May 2006. Fourth,
Mr. Danforth has voluntarily agreed to reprice a portion of lis mispriced options, and has
reached an agreement in principle to settle with the Company any claim for
reimbutsement of LR.C. s. 409A liability. The SLC thus concludes that it is not in the
best interest of the Company to pursue claims for corporate waste or unjust enrichment
agaiust Mr. Danforth. Such claims lack merit, and would only serve to impose
significant costs on the Company-and distract it from its current business.
c. Rescission

The Derivative Complaint purports to assert a cause of action against
Mr. Danforth for rescission. Rescission, however, is merely a remedy, not a cause of
action. Accordingly, the SLC thus concludes that this claim should be dismissed.

d. Breach of Contract

The Derivative Complaint also asserts a cause of action against Mr, Danforth for
breach of contract, alleging that Mr. Danforth breached his employment agreement and
the Company's stock option plan by receiving improperly dated stock options. The SLC
has concluded (hat this claim is without merit. Contrary to allegations in the Derivative
Complaint, Mr. Danforth's cinployment agreement does not contain any provision -
requiring the exercise price of optious to be no less than the fair market value of the
Company's stock on the date of the grant. Although the Company's stock option plans

and option agreements entered into by and between Mr. Danforth and the Company are

¥ See fn 24, supra.
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incorporated by reference into Mr. Danforth's employment agreement, the provisions
therein relating to the exercise price of options create obligations for the option
administrator, not option grantees, such as Mr. Danforth. Mr, Danforth did not grant
stock options to himself, nor did he have the authority to do so, and his receipt of
mispriced options does not constitute a breach by Mr. Danforth's of his employment
agrecement, The ST.C thus concludes that it is not in the best interest of the Company to
pursuc claims for breach of contract against Mr, Danforth. Such claims lack merit, and
would only serve to impose significant costs on the Company and distract it from its
current business.
e. California Corporations Code § 25502.5

The (inal claim asserted in the Derivative Complaint against Mr. Danforth is tor
violation of California Corporations Codc Scetion 25502.5 — t.e., purchasing or selling
Rambus stock on the basis of material non-public information about the Company. Once
again, the most obvious obstacle to this claim with respect to Mr. Danforth is the lack of
cvidence establishing his awareness of material nonpublic information at the time he
bought or sold any stock.’® The SI.C thus concludes that it is not in the best interest of
the Company to pursue claims for violations of California Corporations Code Section
25502.5 against Mr. Danforth as such claims lack merit and would only scrve (o impose
sigmificant costs on the Company and distract it from its current business.

f, Accounting

As discussed above, all of the records of Rambus are fully available to Rambus

and, were it to decide to proceed against Mr. Danforth, its damages would be

determinable. More fundamentally, because the SLC has concluded that it is not in the

" See also ful 7, supra.
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best interest of the Company to pursue claims against Mr. Dauforth there is no reason to
reqquest an equitable accounting from him.

K. Laura Stark

Ms. Stark has served as Rainbus’s Senior Vice President, Platform Solutions since
February 2005. From 2000 to 2005, Ms. Stark scrved as the Company’s Vice President,
Memory Interface Division, and trom 1996 to 2000 she served as the Compuny’s
Strategic Accounts Director and Vice President, Alliances and lufrastructure. Ms. Stark’s
ouly role in the stock optivn granting process at Rambus was to recommend the
allocation of annual option grants to the employces she supervised, and there is no
evidence that Ms. Stark had knowledge that the Compuny's stock oplion granting brocess
was flawed or that the accounting for stock options was improper.

The SLC has also concluded that it was reasonable for Ms. Stark to have relied
upon the Company’s former Scnior Vice President of ITuman Resources and former
Chief Financial Officers to ensure that thc Company’s procedures for issuing and
accounting for stock option grants were appropriate.

The SLC concludes that it is not in the best interest of' the Company to pursue the
claims made in the consolidated derivative actions against Ms. Stark. As outlined belaw,
the SLC concludes that the derivative claims asserted against Ms. Stark are without merit, -
Morcover, the SLC finds that pursuit of the derivative claixﬂs against Ms. Stark would
have negative consequences for the Company including significant costs and likcly
interference with the ongoing conduct of the Company’s business that the circumstances
do not justify. Ms. Stark is responsible for and critical to the implementation of the
Company’s strategic marketing plans and the related liccnsing arrangements that are the
major component of Rambus’ revenue. Accordingly, the SLC concludes that it is in the

Company's best interest that these claims be terminated.
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1. Federal Securities Law Claims

As noted above, to prevail on a Section 10(b) claim, a plaintiff must plead and
prove the defendant’s scienter. While several obstacles would stand in the way of the
Company prevailing on Section 10(b) claims against Ms. Stark, the scieuter requircment
is the most obvious among them.  After reviewing the specific facts regarding Ms. Stark
and her role in the events underlying the allegations in the Derivative Complaint, the SLC
has concluded that the evidence tails to support a claim that he acted with scienter. The
SLC found no evidence of any bad faith or improper behavior by Ms. Stark. Indeed, the
evidence indicates (hat Ms. Stark had minimal responsibilities relating (o the stock option
~ granting process and was not awarc thal the stock option granting process was tlawed or
that the accounting for those options was improper.  Accordingly, the SLC concludes
that the scienter requirement would present a insurmountable obstacle to pursuing
Section 10(b) claims against Ms, Stark.

For similar rcasons, the SLC concludes it is not in the best interest of the Company
to pursue the claims under Section 20(a) of the Scouritics Exchange Act of 1934 against
Ms. Stark. As noted above, thaf statute imposes liability on “control persons™ for others’
violations of the Act. To prevail on a control person claim, Rambus would first have to
prove all the clements of a Seclion 10(b) claim against a primary violator, including
scienter, damages, and loss causation, and also avoid having the primary violator’s
knowledge imputed to the Company. In any cvent, the alleged control person is not
liable if he or she “acted in good faith and did not directly or indirectly induce the act or
acls constituling the violation or cause of action.” 15 U.S.C. § 78t. Although the
defendant bears the burden of proof on the affirmative defense, the SLC concludes that
Ms. Stark would be able to makc the required prima facis showing (she would testify that

she had acted in good faith and did not directly or indirectly inducc stock option
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backdating) and that the Company, in contrast, would lack evidence to controvert that
showing.*'
The other federal securities law claim asserted in the Derivalive Complaint against

Ms. Stark — [or alleged violations of Section 14(a) —- as discussed above, lacks merit
and, more fundamentally, is time-barred. In addition, Ms. Stark was not on the Board or
otherwise involved in the solicitation of proxics and therefore a Section 14 claim could
not be properly maintained against her.

2. State Law Claims

a. Breach of Fiduciary Duty

The SLC also concludes thal the evidence does not support a claim that Ms. Stark
breached her duty of care to Rambus. Ms. Stark has scrved as Rambus’s Senior Vice
President, Platform Solutions since February 2005, served as the Company’s Vice
President, Memory Interface Division, from 2000 to 2005, and served as the Company’s
Strategic Accounts Dircctor and Vice President, Alliances and Infrastructurc from 1996
to 2000. As noted above, Ms. Stark's did not have any direct role in the stock option
granting process at Rambus, and there is no evidence that Ms. Stark had knowledge that
the process was flawed or that the accounting was improper.

The SLC similarly concludes the evidence does not support a claim that Ms. Stark
breached her duty of loyalty to Rambus. Again, the evidence does not suggest any failure
on Ms, Stark’s part to act in good faith or any suslained or systematic failure on her part
lo exercise oversight. Moreover, the evidence does not suggest that Ms. Stark engaged in
sclf-dealing. While Ms. Stark received several mispriced stock option grants, there is no

evidence that she was involved in the approval of her own grants. The SLC therefore

*! In addition to the concerns discussed above, it is improbable that the Company
could show that Ms. Stark — an officer with relatively limited authority — was a
"coutrol person” within the meaning of the federal securities laws.
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concludes the evidence does not support a viable claim for breach of the duty of loyalty
against Ms. Stark,
b, Corporate Waste/Unjust Enrichment

The claims tor corporale waslc/unjust enrichment asserted in the derivative actions
against Ms. Stark also have several obvious deficiencies. Fisst, as noted above, a claim
for corporate waste is just another variation of a claim for breach of fiduciary duty and
would fail in this instance for the reasons outlined above. Second, also as noted above, to
state a claim for unjust enrichment a plaintiff must show the unjust retention of a benefit
to the loss of annther, or the retention of money or property of another against the
fundamental principles of justice or cquity and good conscience. The Company would
face difficult issues proving this as to Ms, Stark, Ms. Stark did rcccive several mispriced
option grants, bul the lack of evidence that she was aware of the flawed granting practices
underines the notion that her rctention of those options would be against the
fundamental principles of justice or cquity and good conscience. Third, the statute of
limitations would present a significant obstacle to any recovery for unjust enrichment.”
The last of the mispriced options Ms. Stark received were granted in Januaty 2004. The
first derivative action was filed in May 2006, Fourth, Ms. Stark has agreed in principle to
the repricing of her unexercised aptions, substantially mitigating the cost to the Company
of the mispriced options she was granted and has voluntarily not taken advantage of the
409A reimbursement made available to other current employces.

Given the inherent uncertainties and costs of litigation, as well as the renote
likelihood of obtaiuing any recovery against Ms. Stark, the SLC thus concludes that it is

not in the best interest of the Company (o pursuc claims for corporate waste or unjust

2 See tn 24, supra.
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cnrichment against her. Such claims lack merit, and would only serve (o impose
significant costs on the Company and distract it from its current business.
¢ Rescission

The Derivative Complaint purports to asscrt a cause of action against Ms. Stark for
rescission. Rescission, however, is merely a remedy, not a causc of action. Accordingly,
the SI.C thus concludes that this claim should be dismissed.

d. Breach of Contract

The Derivative Complaint asserts a cause of action against Ms. Stark for breach of
contract, alleging that she breached her employment agrccment and the Company's stock
option plan by receiving improperly priced stock options. The SLC las concluded that
this claim is without merit. Ms. Stark’s employment agreement contains no provisions
relating to options or option pricing. Moreover, the stock option plan provision relating
to option pricing (and wlhich is incorporaled by reference into stock option agrecménts)
creates obligations and limitations for the stock aption plan administrator, not option
grantees such us Ms. Stark. As a result, Ms. Stark’s receipt of mispriced options does not
constitute a brcach by licr of her employment agreement.

The SLC thus concludes that it is not in the best interest of the Company to pursue
claims for breach of contract against Ms. Stark. Such claims lack merit, and would only
scrve to impose significant costs on the Company and distract it from its current business.

e California Corporations Code § 25502.5

The final clain asserted in the Derivative Complaint against Ms. Stark is for
violation of California Corporatious Code Section 25502.5 — i.e., purchasing or selling
Rambus stock on the basis of material non-public information about the Company. Once
again, (lic most obvious obstacle to this claim with respect to Ms. Stark is the lack of

evidence eslablishing her awarcness of material nonpublic information at the time she
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bought or sold any stock.** The SLC thus concludes that it is not in the best interest of
the Company to pursue claims for violations of California Corporations Code Section:
25502.5 against Ms. Stark as such claims lack merit and would only serve to impose |
significant costs on the Company and distract it from its currcnt business. |
f. Accounting ‘
As discussed above, all of the records of Rambus are fully available to Rambus
and, were it to decide to proéeed against Ms. Stark, its damages would be determinable.
Morc fundamentally, beeause the S1.C has concluded that it is not in the best interest of
the Company to pursue claims against Ms, Stark there is no reason to request an equitable (
accounting from her. ~ |
L. Subedh Toprani
Mr. Toprani served as Rambus’ Senior Vice President, New Ventures from
December 1999 to July 2000. Mr. Toprani also served as Vice President and General
Manager of the Logic Products Division of Rambus from March 1997 to December 1999,
and as its Vice President, Marketing from May 1994 to March 1997. Mr. Toprani had no
role int the stock option granting process at Rambus, and there is no evidence that
Mr. Toprani had kuowledge of any'impropcrly dated options.

The SLC concludes that it is not in the best interest of the Company to pursuc the

claims made in the consolidated derivative actions against Mr. Toprani. As outlined
below, the SLC concludes that the derivative claims asserted against Mr. Toprani are
without merit. Morcover, the SLC finds that pursuit of the derivative claims against Mr,
Toprani would have negalive conscquences for the Company including sigmificant costs

and likely interference with the ongoing conduct of the Company’s business that the

k) .
Y See also fn 16, supra,
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circumstances do not justity. Accordingly, the SLC concludes that it is in the Company’s
best ipterest that these claims be terminated.
1. KFederal Seeurities Law Claims

As noted above, to prevail on a Section 10(b) claim, a plaintiff must plcad and
prove the defendant’s scienter. While several obstacles would stand in the way of the
Company prevailing on Section 10(b) claims against Mr. Toprani, the scienter
requirement is the most obvious among them, After reviewing the specific facts
regarding Mr. Toprani and his role in the events underlying the allegations in the
Derivative Complaint, the SLC has concluded that the evidence fails to support a claim
that he acted with scicnter. The SLC found no evidence of any bad faith or improper
behavior by Mr. Toprani. Indeed, the evidencc indicates that Mr., Toprani's had minimal
responsibilitics relating to the stock dption granting process at Rambus. The SLC has
concluded that Mr. Toprani did not knowingly engage in any improper activity.

Accordingly, the SI.C concludes that the scienter requirement would present a

insurmountable obstacle to pursuing Section 10(b) claims against Mr. Toprani.
For similar reasons, the SLC concludes it is not in the best interest of the Company
to pursue the claims under Section 20(a) of the Securities Exchange Act of 1934 against

Mr. Toprani. As notcd above, that statute imposes liability on “control persons” for

others’ violations of the Act. To prevail on a control person claim, Rambus would first
have to prove all the elements of a Section 10(b) claim against a primary violator,
including scientet, damages, and loss causation, and also avoid having the primary
violalor’s knowledge imputed to the Company. Even if Rambus could do so, which is
highly uncertain, the alleged control person is not liable if he or she “acted in good faith
and did not directly or indirectly induce the act or acls constituting the violation or cause
of action.” 15 U.S.C. § 78t. Although the detendant bears the burden of proof on the
affirmative defense, the SLC concludes that Mr. Toprani would be able to make the
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required prima facie showing (he would testify that he had acted in good faith and did not
dircetly or indirectly induce stock option backdating) and that the Company, in contrast,
would lack evidence to controvert that showing.

The other federal securities law claim asserted in the Derivative Complaint against
Mr. Toprani — for alleged violations of Section 14(a) — as discussed above, lacks merit
and, more fundamentally, is time-batred. In addition, Mr. ‘T'oprani was not on the Board
or otherwisc involved in the solicitation of proxies and therefore a Section 14 claim could

not be properly maintained against him. -

2, State Law Claims

a. Breach of Fiduciary Duty

The SLC also concludes that the evidence does not support a claim that Mr.
Toprani breached his duty of care to Rambus, Mr. Toprani served as Rambus’ Senior
Vice President, New Ventures from December 1999 to July 2000, served as Vice
President and General Manager of the Logic Products Division of Rambus from March
1997 to December 1999, and as its Vice President, Marketing from May 1994 (o0 March -
1997. Mr. Toprani had minimal responsibilities relating to the stock option granting
process at Rambus, and there is no cvidence that Mr. Toprani had knowledge of any
improperly dated options.

The SLC similarly concludes the evidence does not support a claim that Mr.
Toprani breached his duty of loyalty to Rambus. Again, the evidence does not suggest
any failurc on Mr. Toprani’s part to act in good faith or any sustained or systematic
failure on his part to exercise oversight. Morcover, the evidence does not suggest that
Mr. Toprani engaged in self-dealing. While Mr. Toprani received several mispriced
stock option grants, there is no evidence that he was involved in or was aware of the
muspricing. The SLC therefore concludes the evidence does not support a viable claim
for breach of the duty of loyalty against Mr. Toprani.
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b. Corporate Waste/Unjust Enrichment

The claims for corporate waste/unjust enrichment asscrted in the derivative actions
against Mr. Toprani also have several obvious deficiencies. First, a3 noted above, a claim
for corporate waste is just another variation of a claim for breach of fiduciary duty and
would fail in this instance for the reasons outlincd above, Second, also as noted ahove, (o
state a claim for unjust enrichment a plaintiff must show the unjust retention of a benefil
to the loss of another, or the retention of money or property of another against the
fundamental principles of justice or equity and good conscicnee. The Company would
face difficult issues proving this as to Mr. Toprani. Mr. Toprani did reccive several
mispriced option grants, but the lack of cvidence that he was aware of the mispricing
undermines the notion that his retention of thosc options would be against the
fundamental principles of justice or equity and good conscience. Third, the statute of
limitations would most likely preclude any recovery on any of the mispriced grants to
M. Toprani —- who received the last grant in question in December 1999 3

Under these circumstances, the SLC thus concludes that it is not in the best
interest of the Company to pursue claims for corporate waste or unjust enrichment
against Mr. Toprani. Such claims lack merit, and would only scrve (o impose significant
costs on the Company and distract it from its current business.

c. Rescission

The Derivative Complaint purports to assert a cause of action against Mr. Toprani
for rescission. Rescission, however, is merely a remedy, not a cause of action.
Accordingly, the SL.C thus concludes that this claim should be dismissed.

d. Breach of Contract
The Derivative Complaint asscrts a cause of action against Mr. Toprani for breach

ol contract, alleging that he breached his employment agreement and the Company's

** See fnn 24, supra.

Rambus Special Litigation Committee 62
Final Report




Case 1:07-cv-07650-GBD  Document 7-6  Filed 09/25/2007 Page 64 of 65

stock option plan by receiving improperly priced stock options. The SLC has concluded
that this claim is without merit. Mr. Toprani’s employment agrecment contains no
provisions relating to options or option pricing. Moreover, the stock option plan
pravision relating to option pricing (and which is incorporated by reference into stock
option agreements) creates obligations and limitations for the stock option plan
administrator, not option grantces such as Mr. Toprani. As a result, Mr. Toprani’s receipt
of mispriced options does not constitute a breach by him of his employment agreement.

The SLC thus concludes that it is not in the best interest of the Company to pursuc
claims for breach of contract against Mr. Toprani. Such claims lack merit, and would
only scrve Lo impose significant costs on the Company and distract it from its current
business.

e. California Corporations Code § 25502.5

The final claim asserted in the Derivative Complaint against Mr. Topraui is for
violation of California Corporations Code Section 25502.5 — i.e., purchasing or selling
Rambﬁs stock on the hasis of matcrial non-public information about the Company. Once
again, the most obvious obstacle to this claim with respect o Mr. Toprani is the lack of
evidence cstablishing his awareness of material nonpublic informatidu at the time he
bought or sold any stock.”® The SLC thus concludes that it is not in the best interest of
the Company to pursuc claims for violations of California Corporations Code Section
25502.5 against Mr. Toprani as such claims lack merit and would only serve to impose
significant costs on the Company and distract it trom its currcnt business.

f. Accounting
As discusscd above, all of the records of Rambus are fully available to Rambus

and, were it to decide to proceed against Mr. Toprani, its damages would be

# See also fn 16, supra.

Rambus Special Litigation Committee 63
Final Report




AUG. 23. 2087

Case 1:07-cv-07650-GBD  Document 7-6  Filed 09/25/2007 Page 65 of 65

30FM HELLER EHRMAN p2

cause the SLC has conclnded that it s not it the

determinable. More fundamentally, be
claims against Mr. Toprani there is no reason 0

best interest of the Company 10 pursue
sequest an equitable accounting from him.

vl. CONCLUSION

For the foregoing reasons, the SLC conciudes that, in'thc best interest of the
Company, the claimsy against Bd Larsen should be pursued in the consolidated derivative
action pending it the United States District Court far the Nonhem Distriot of Califoruia
and that the SLC shouid assert contral over the litigation of such claims. The SLC

soncludes that the olaims alleged agaiust the remaining defendants should be terminated.

DATED: August®d,  SPECIAL LITIGATION COMMITTEE OF THE BOARD
OF DIRECTORS OF RAMBUS, INC. '
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