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-UNITEDSTATES INTERNATIONAL TRADE COMMISSION

Washington, D.C.

In the Matter of

CERTAIN FLASH MEMORY CHIPS Inv. No. 337-TA-893
AND PRODUCTS CONTAINING SAME

ORDER NO. 76: SANCTIONING MACRONIX RESPONDENTS PURSUANT TO
COMMISSION RULE 210.27

(January 13, 2015)

On September 29, 2014, Complainant filed an emergency motion to compel Respondents

Macronix International Co., Ltd., Macronix America, Inc., Macronix Asia Ltd., and Macronix

(Hong Kong) Co., Ltd. (collectively, “Macronix”) to (i) produce withheld documents regarding

{ }~Macronix’s XtraROM products, which were the subject

of Complainant’s requests for production; and (ii) provide certain witnesses for deposition in the

U.S. (Motion Docket No. 893-055.) In addition, Complainant sought leave to re-open the record

in order to submit supplemental witness testimony and evidence on the issue of whether the

XtraROM products are flash memory.

The undersigned granted in part the motion to compel and further ordered Macronix to

show cause why it should not be sanctioned. (Order No. 63 (“Show Cause Order”).) Specifically,

the undersigned said that

in view of the harm to the truth-finding process here, the undersigned has
determined to order Macronix to show cause, in writing and filed on EDIS by no
later than the close of business on November 14, 2014, why it should not be
sanctioned pursuant to Commission Rule 210.27(g) for what appears to be a
misleading and improper supplemental response to Request for Production No. 77.
Lntheir answer, in addition to explaining their specific response to this request for
production, Macronix should plan to straightforwardly discuss Complainant’s
surrounding allegations, such as Macronix’s alleged stalling tactics with regard to
production of { } documents at the time it re-designed some of the
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underlying products. The other parties, should they choose, may also file briefs (by
said deadline) regarding the issue of whether Macronix should be sanctioned.
Responses, if any, to the answer(s) to this show cause order shall be due by the
close of business on November 21, 2014. The sanctions being contemplated are
based on notions of fairness and deterrence and may include some form of limited
reimbursement for the reasonable fees and costs of the post-hearing discovery
ordered herein (as well as any further proceedings), other monetary sanctions, or,
possibly an adverse inference.

(Id. at s-9.)

On November 14, 2014, Macronix filed a response to the Show Cause Order, arguing that

its course of conduct was reasonable. (Macronix Show Cause Order Response, at 1, 41-44.)

Macronix argued that its response to Request for Production No. 77 was objectively reasonable

because it had documents showing { } of the XtraROM, but not both. (Id. at 1-3,

53-54, 58.) Macronix reiterated arguments it had made in response to the underlying motion to

compel, namely that Complainant should have known from what materials Macronix did choose to

produce that Complainant needed to compel the documents from Macronix that Macronix had not

chosen to produce. (See, e.g., id. at 2, 4, 15-17, 51.) In addition, Macronix sought again to

minimize the importance of the design reports that had initiated Complainant’s eleventh hour

motion to compel, alleging that nothing it has will show that XtraROM is flash memory “{

}.” (Id. at 2-4, 8-12, 34-40, 55, 57.) Macronix also denies that it engaged in “stalling

tactics” with respect to production of XtraROM materials. (Id.at 3-5, 17-22, 44-45.) Macronix

relied heavily on a declaration by { },1 { } in

charge of marketing at one of the Macronix entities. (Id., Ex. 69.)

On November 14, 2014, Complainant also filed a response to the Show Cause Order.

Complainant argued inter alia that the quantity and scope of documents produced by Macronix

1 { } provided the verification required by Order N0. 63. (See Order N0. 66. See also Macronix opposition to
Motion Docket No. 893-065 at 31.)
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after the discovery of the design documents demonstrate the degree to which Macronix was

withholding responsive discovery and further show that Macronix’s witnesses lacked credibility.

(Complainant Response to Show Cause Order, at 2-5, 7-11.) Complainant also detailed the degree

to which it was unfairly surprised and prejudiced because it did not have full discovery. (Id. at 3-5,

12-16.) As a result, Complainant requested monetary and non-monetary sanctions. (Id. at 6,

16-19.) Finally, based on Macronix’s continued behavior, Complainant said that it anticipated

submitting further support for sanctions. (Id. at 6, 9, 11-12, 20.)

On November 24, 2014, Macronix responded to Complainant’s response to the Show

Cause Order, arguing that it was inaccurate. (See, e.g., Macronix Reply to Show Cause Order at 1,

26-29.) Macronix reiterated its arguments that (i) Complainant failed to compel during discovery

and that it should have known to do so; (ii) nothing it has will show that XtraROM is flash memory

{ }; and (iii) it did not seek to create delay during discovery. (Id. at 1-5, 7-26,

30-31, 36-42.) Macronix argued that it should not be sanctioned, and that Complainant has not

been prejudiced. (Id. at 7, 31-35, 42-44.) Macronix further requested “an oral hearing for a live

demonstration regarding materials produced during discovery that may easily be searched to

display the disclosed functionality.” (Id. at 45.)

On November 24, 2014, in its reply to Macronix’s response to the Show Cause Order, _

Complainant argued that Macronix has misunderstood “the gravity and purpose of Order No. 63.”

(Complainant Reply to Show Cause Order at 1-2, 62.) According to Complainant, Macronix’s

misleading conduct during discovery prevented it fi'om obtaining full discovery and that Macronix

made “assertions at trial that could not be rebutted Withoutthe withheld informati0n[.]” (Id. at 1,

3-11, 27-41, 43, 51-56.) Complainant further explained the significance of the documents that

Macronix produced immediately prior to and following the hearing, and why many of them were
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not cumulative of prior discovery. (Id. at 12-41, 44-50, 59-62.) Complainant alleged that

Macronix has continued to withhold discovery despite an Order compelling its production, and V

Complainant said that it intends to seek sanctions for this additional behavior. (Id. at 2, 12, 26-27,

64-68, 70-71, 77.) Complainant again detailed its allegations that it has been prejudiced by

Macronix’s conduct and requested that Macronix receive a variety of monetary and non-monetary

sanctions. (Id. at 1, 2, 7, 41-42, 71-84.)

On November 24, 2014, as expressly permitted by Order No 63, the Commission

Investigative Staff (“Staff”) responded in partial support of sanctions. (Staff Resp. at 2.) Staff said

that Macronix failed to provide timely and clear notice of its interpretation of Request for

Production No. 77, depriving Complainant of the ability to compel. (Id. at 6-7, 13.) Staff also

pointed out the other language Macrom'xused in discovery that reiterated Macronix’s response to

Request for Production N0. 77, and language that Staff submitted might have belatedly flagged to

Complainant that Macronix was narrowly interpreting its other discovery responses. (Id. at 7-8.)

Staff said “the Staff believes that there are certain areas where documents produced after Order No

63 provide a somewhat different picture than that set forth by Macronix’s witnesses, and thus

where Spansion was potentially prejudiced in presenting its case in the post-hearing briefs.” (Id. at

10-11.) Staff concluded that Macronix should be required to reimburse Complainant “for its

reasonable expenses, including reasonable attomey’s fees, for the depositions and briefing related

to post-Order No. 63 discovery.” (Id. at 14.) Staff raised, but did not yet take a position on, the

possibility of further non-monetary sanctions pursuant to Commission Rule 210.33. (Id.)

On December, 8, 2014, Macronix filed a motion seeking leave to file a further reply to

Complainant’s and Staffs replies to the Show Cause Order. (Motion Docket No. 893-062.)

Macronix said that Complainant has raised new allegations in its reply, such as with respect to
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Macronix’s response to the order compelling discovery, that Macronix said it needs to respond to.

(Reply Mot. at 1.) Macronix also argued that Staff should not have been permitted to file a reply to

the Show Cause Order because Staff did not file an initial response. (Id. at 2.)

On December 18',2014, Complainant opposed Macronix’s motion for an additional reply

brief arguing, inter alia, that it is an improper third attempt at briefing and that Macronix used it to

reargue points already made or argue points it should have made earlier. (Complainant Opp. to

Reply Mot. at 4-6.)

On December 18, 2014, Staff also partially opposed Macronix’s motion for an additional

reply. (Stafi‘Resp. to Reply Mot. at 1.) Staff did not oppose allowing Macronix to file an

appropriate reply, but objected to (i) Macronix’s arguments that Staff waived its right to a response;

(ii) Macronix’s attempts to introduce new extrinsic evidence on the meaning of ‘lflash memory;

and (iii) Macronix’s attempts to re-argue points already addressed in earlier briefing. (Id. at 4-8.)

With respect to Macronix’s motion for leave to file an additional reply brief (Motion

Docket No. 893-O62), the undersigned finds that Macronix has not set forth good cause for a

further reply beyond what was provided for in Order No. 63. Accordingly, this motion is DENIED.

To the extent that any party has raised issues with respect to Macronix’s response to the portion of

Order No. 63 compelling discovery, these arguments and evidence do not directly relate to the

question of WhetherMacronix should be sanctioned pursuant to Connnission Rule 210.27 for its

response to Request for Production No. 77. Thus, they will not be considered here. The

undersigned notes that Maoronix has been given notice and a reasonable opportunity to respond to

these other issues with respect to Complainant’s separate motion for sanctions pursuant to

Commission Rule 210.33 (Motion Docket No. 893-065).
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Macronix’s request for an oral hearing to demonstrate the search features of discovery it

had produced (Macronix Reply to Show Cause Order at 45) is also DENIED. Macronix’s briefing

on the subject, which includes photographs and copies of deposition testimony, sufficiently

conveys Macronix’s point and further elaboration is unnecessary.

Findings.

Having provided Macronix and the other parties Withnotice and a reasonable opportunity

to respond to the Show Cause Order, the undersigned finds as follows.

Every response to a request for discovery shall be signed by at least one attorney of record.

Commission Rule 2l 0.27(g)(2). The signature of the attomey constitutes a certification that, inter

alia, the response is not unreasonable or interposed for any improper purpose. Commission Rule

2l0.27(g)(2)(ii) and (iii). An administrative law judge may sua sponte raise the issue of sanctions

for abuse of discovery under Commission Rule 2l0.25(a)(2).2 Sanctions pursuant to Corrunission

Rule 210.27 may be in the form of an order requiring the sanctioned party to pay reasonable

attorney’s fees and expenses incurred by other parties because of the violation. Commission Rule

2lO.27(g)(2)(4). With respect to private parties, the rule does not limit the form of appropriate

sanction. Id. The rule also provides for reimbursement of Staffs expenses, but not attorney’s fees.

Commission Rule 21O.27(g)(2)(5). During the Investigation, a ruling on the question of sanctions

for abuse of discovery under 210.27 “shall be in the form of an 0rder[.]” Commission Rule

21O.25(b).

Here, in response to Request for Production No. 77, which requested “Documents and

things sufficient to identify and describe how the memory cells in XtraROM devices are {

2 Note the references to 210.27(d) in that rule should be to 210.27(g). This reference was not corrected in the latest
rule change, but the pre-amendment version of the rule makes clear what subsection is cited.
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, _ },” Macronix supplemented its answer3 to say that “no non-privileged,

non-immune, relevant documents containing information responsive to this Request exist.”

(Order No. 63 at 1-2.) Yet documents responsive to Request for Production No. 77, which were

not produced during discovery in this Investigation, were produced in another investigation on the

eve of the evidentiary hearing in late September. (Id. at 2, 6.4) Afler giving Macronix’s opposition

to Complainant’s motion to compel careful consideration, the undersigned rejected Macronix’s

arguments that Complainant should have knowns of the existence of these documents and

compelled them in the fact discovery phase of the Investigation. (Id. at 4-5.) In addition, the

undersigned found that Macronix’s behavior, inter alia, impeded Complainant’s ability to develop

its infiingement allegations. (Id. at 6.)

In response to the Show Cause Order, Macronix changed tack and argued that its answer to

Request for Production No. 77 was accurate because it did not have documents showing { } id

{ } of XtraROM memory. (Macronix Response to Show Cause Order at 1-3, 53;

Macronix Reply to Show Cause Order, at 5, n.8.) Macronix cited to statutory interpretation to

support its alleged understanding of the word “and.” (Macronbt Reply to Show Cause Order, at 5,

n.8 (citing a case fi'om the District Court in New Mexico).) The undersigned finds that this

viewpoint was objectively unreasonable, particularly in light of the definition supplied with the

Requests for Production, which says: “[t]he terms ‘and’ and ‘or’ shall be construed conjunctively

3 (Mtn. Docket 393-055, Ex. B.)
4 (See also Mtn. Docket 893-O55, Exs. C, D, F.)
5 The undersigned notes that Macronix continues to try to argue various ways in which Complainant should have
figured outibajtheilate-produced, responsive documents must have existed and therefore should have compelled them
(or that Complainant and Stafl"were otherwise not prejudiced). (See, e.g., Macronix Response to Show Cause Order at
26.) However, Macronix does not appear to comprehend the objective impact and the unreasonableness of its
discovery response stating that no such documents exist, as well as the impact the inadvertent discovery of these
documents in another investigation has had on this Investigation. (Order No. 63.) Furthermore, as noted in more
detail below, Macronix’s other discovery responses and its witnesses also reiterated the theme that there were no such
documents. (See, e.g., Mtn. Docket 893-O55, Exs. O, W; Complainant Reply to Show Cause Order, Exs. 2 at 2, 4 at
4-5; Macronix Response to Show Cause Order at 21-22, 24.)
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or disjunctively as necessary to make the request inclusive rather than exclusive.” (Complainant

Reply to Show Cause Order, Ex. 1 at 6.) This fonn of definition for the terms “and” and “or” in

discovery is standard in litigation, and Macronix’s reference to law for interpreting statutes is both

inapposite and unpersuasive. Furthennore, it is clear that Macronix had looked at the definitions

provided by Complainant at the time, because in its first response, consisting solely of objections,

Macronix objected that the term “XtraROM devices” was not defined. (Id., Ex. 2 at 2).) The

undersigned concludes that Macronix’s supplemental response to Request for Production No. 77

was objectively unreasonable and improper pursuant to Commission Rule 210.27(g)(2)(ii) and

(iii), because it created the impression that certain categories of responsive documents regarding

the accused XtraROM products did not exist and thus could not be compelled.6

6 Macronix openly says it provided a like response with respect to Interrogatory No. 47, “which sought information
about ‘how each Macronix XtraROM product can be { }”’ and which was
verified by { }. (Macronix Response to Show Cause Order, at 21-22 (citing ia'.,Ex. 40) (emphasis removed),
54.) It is noted that Complainant had also provided a definition with Interrogatory No. 47 to indicate that “and” and
“oi” should be understood to make the interrogatories inclusive. (See Motion Docket No. 893-055, Ex. H
(incorporating definitions from first set of interrogatories); Complainant Reply to Show Cause Order, Ex. 5 at 8
(definitions from first set of interrogatories).) The undersigned finds that Macronix’s response to this interrogatory
(“no non-privileged, non-immune, relevant documents containing information responsive to this Interrogatory exist”)
only magnified the misleading message that Macronix sent to Complainant with its response to Request for Production
No. 77: requesting or compelling documents would be futile because none exist.

The undersigned observes that Macronix failed to recognize that its interrogatory responses were misleading
in other ways. For example, in its brief, Macronix suggested that Complainant should have known to question
Macronix’s witnesses on the topics at issue here, even though Macronix had specifically indicated in its other
interrogatory responses that corporate Witnesseswould be made available to testify regarding the subject of those
interrogatories. (Compare Macronix Response to Show Cause Order at 22 with id. at 21.) If, for example, Macronix
had responded to Interrogatory No. 47 in the same manner as it had to Interrogatory No. 64, then Macronix’s current
argument that Complainant should have asked Macronix’s corporate Witnessesabout { } of XtraROM
(id. at 22-23) would have carried more Weight in this decision. Instead, Macronix’s discussion of its verified
interrogatory responses only serves to emphasize why Complainant would not have known to question Macronix’s
corporate witnesses about { } of XtraROM. (See also id. at 24 (pointing out that { } confirmed
no such documents exist in deposition).)

The tenor of Macronix’s response to the Show Cause Order is that Macronix expected Complainant to know
that its response to Request for Production No. 77, signed by counsel with the weight effected by Commission Rule
210.27, its verified response to Interrogatory No. 47, and { } statements in deposition were all false, and that
Complainant is somehow at fault for (i) failing to ignore them all and (ii) failing to vigorously pursue and compel
discovery based on other indicators identified now (in hindsight) by Macronix. (Id, at 26, 46, 54.) In addition to
refusing to recognize the problems with the responses that it did give, Macronix does not adequately explain why it did
not identify any of these indicators to Complainant during fact discovery in its responses to Request for Production No
77, or its verified response to Interrogatory No. 47, or any other discovery requests that allegedly overlap in subject

_g_



PUBLIC VERSION

Macronix also presented a new argument that the asserted '124, '922 and '4l6 patents are

directed to contact holes and therefore it did not focus on collecting materials and documents

related to circuitry. (Macronix Reply to Show Cause Order, at 21.) Macronix omits mention of the

fact that it (and the other Respondents) argued early in the Investigation that the preambles of the

'l24 and '922 patents, which contain the language “flash memory,” are limiting. (See, e.g. Order

No. 31 at 12; Order N0. 5 (requiring the parties to have settled claim construction positions by

December of 2013).) Thus Macronix was responsible for injecting the issue of whether the

accused XtraROM devices are flash memory into the Investigation, since each limitation of an

asserted patent claim must be analyzed for infringement. See, e.g., London v. Carson Pirie Scott &

C0., 946 F.2d 1534, 1538 (Fed. Cir. 1991) (each patent claim element or limitation is considered

material and essential). In addition, whether or not the main thrust of certain asserted patents

relates to another portion of the accused products, this does not obviate Macronix’s obligations

pursuant to the Cornmission’s Rules to search for and produce responsive documents and

infonnation in response to Complainant’s discovery requests. It is noted that at the time

Complainant issued its requests, Macronix did not seek a protective order. The undersigned

rejects Macronix’s claim that its selective search was reasonable. (Macronix Reply to Show Cause

Order, at 21.)

The undersigned notes that Macronix, in its answer and reply briefs to the Show Cause

Order, has sought to minimize the importance of the missing X1raROMdiscovery and the

prejudice resulting from Macronix’s decisions by arguing that ROM, or read-only memory, cannot

be considered to be flash. (See, e.g., Macronix Response to Show Cause Order at 6.) A party may

matter. (See, e.g., id. at 28-30, 46, 52.)
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make such arguments to support its non-infringement position.7 However, this is not a plausible

basis for withholding discovery into the accused products. Commission Rule 2lO.27(b). There are

many types of ROM, including ROM, NROM, E2PROM, UV-EPROM, EPROM, and EEPROM,

all of which are “read-only memory” and some of which are considered to be “flash.”3

Complainant had a right pursuant to the Commission’s broad discovery rules to investigate what

flavor of ROM was in the accused products. Furthermore, Macronix’s witnesses have referred to

the XtraROM as having { }.9 The specifications of the asserted '124 and '922

patents refer to flash memory devices employing SONOS memory cells. (See, e.g., Order No. 31

at 23.10) Thus the matter is not as plain as Macronix argues. The undersigned finds that Macronix

has not persuasively (i) presented a reason why Complainant’s underlying requests for discovery

into the nature of the accused XtraROM product bodies at issue in this Investigation were in some

way inappropriate, or (ii) shown that Complainant was not prejudiced by Macronix’s response to

Request for Production No. 77.

Sanctions.

Based on the above, the undersigned concludes that Macronix has violated Commission

Rule 2l0.27(g) and should be monetarily sanctioned. Such sanction shall be in the form of the

reasonable costs and attorney fees incurred by Complainant in bringing an emergency motion to

compel and the reasonable costs and attorney fees incurred by Complainant in re-deposing certain

7 The undersigned does not take any position as to the merits of such an argument at this time.
8 (See, e.g., Macronix Reply to Show Cause Order, Ex. 23 at Tab A.)
9 (See, e.g., Complainant Reply to Show Cause Order, Ex. 38 at 86.)
10 The undersigned takes no position at this time as to whether the XtraROM at issue is a form of flash memory, but
is solely making the point that there was a sufficient basis for Complainant to have sought discovery into XtraROM
during fact discovery. The parties should note that the remarks made herein are not intended to undermine any
findings in Order No. 31 concerning the construction of “stacked gate layers.” Macronix’s efforts to provide extrinsic
evidence in its briefing on this point for the purpose of redefining “flash memory” (see, e.g., Macronix Response to
Show Cause Order, at 6-7), which has already been construed in this Lnvestigation, are untimely. (See Order No. 31.)
It is also noted that Request for Production No. 77 does not refer to “flash memory,” and Macronix has not provided a
reasonable basis for reading those words into the Request.
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of Macronix’s employee witnesses.“ See Commission Rule 210.27(g)(4) (authorizing monetary

sanction payable to other parties). Such sanction shall further include those reasonable costs of

Staff, if any, in responding to Complainant’s emergency motion to compel, such as postage and

copying costs for service on the parties, as well as any costs for attending (in person or remotely)

the depositions at issue, such as an airline ticket and lodging, or a phone bill. See Commission

Rule 21O.27(g)(5)(authorizing reimbursement to the Commission for expenses, but not attorney’s

fees, incurred by a Commission investigative attorney). Complainant and Staff shall file an

accounting, including detailed statements and documentation, by no later than the close of

business on February 18, 2015. Said reimbursement requests should not include fees or costs for

responding to this Show Cause Order or for any expense incurred after the close of businessu on

November 21, 2014. Macronix, and any other party who so chooses, may file a response solely

with respect to claimed fees and costs by no later than the close of business on February 27, 2015.

Within seven (7) business days of the date of this document, each party shall submit to the

Office of the Administrative Law Judges a statement as to whether or not“ it seeks to have any

confidential portion of this document deleted from the public version. Any party seeking

redactions to the public version must submit to this office two (2) copies of a proposed public

version of this document pursuant to Ground Rule 1.11 with red brackets clearly indicating any

portion asserted to contain confidential business information.

The parties’ submissions may be made by facsimile and/or hard copy by the

aforementioned date. In addition, an electronic courtesy copy is required pursuant to Ground Rule

11The time and money spent by Complainant in reviewing documents belatedly produced by Macronix would have
occurred during discovery had Macronix timely produced them. Thus the undersigned finds that costs and fees for this
activity will not be part of the sanctions imposed on Macronix.
12A reasonable fee or cost directly related to a deposition occurring on November 21, 2014 may be included in the
accounting even if it was incurred after the deadline.
13This means that parties that do not seek to have any portion redacted are still required to submit a statement to this
effect.

-11



1.3.2. The parties’ submissions ccncernjng the public version of this document need not be filed

with the Commission Secretary. .

SO ORDERED

Charles E. Bullock
Chief Administrative Law Judge
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