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IN THE UNITED STATES DISTRICT CO
FOR THE EASTERN DISTRICT OF VIRGI
' - Richmond Division

RAMBUS, INC.,

Plaintiff,

INFINEON TECHNOLOGIES AG,

et al., | SEALED '
Defendants. ‘ . : ' : - DOCUMENTS |

MEMORANDUM OPINION

This wmatter is before the Court on the motion .of the

Defendants, Infineon Technologies AG, Infineon Technologies North .

America Corporation and Infineon Technologies Holding ~North

America, Inc. (hereinafter collectively “Infineon”) to compel

production of doguments being withheld from production by the
Piaintiff Rambus, Inc. (“Rambﬁs”) underAClaimé of attorney—client
énd work product privilege. Specifically, this is‘a éontinued
consideration of 'Infinebﬁ’s Motion to Compel Production - of
Documents and.Testimony Relating to Rambus' Document Retention,
Collection and Production (Docket‘No.'492) which, to some extent,

was addressed by the Amended Memorandum Opinion issued herein on

March'i7, 2004. Rambus, Inc. v. Infineon Tech. AG, 220 F.R.D. 264
(E.D. Va. 2004) (hereinafter the “March 17 Opinion”) .

Sincé the'March 17 Opinion was issued, the Court has conducted
an in camera review of approximately 4,600 priviiéged documents.

Also, as directed by the March 17 Opinion, Rambus has produced
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numerous additional documents, as to which éssertions of privilege
Qere rejectedrin the March 17 Opihion, and additional depositions
have begn taken. ..Additional :briefing' has Been received and
additional argument has-been heard. And, Rambus has advised that
it intends to seék interlgcuﬁory appellate review of this decision.
To take account‘of the.resﬁlts of the in camera docﬁment review, to
consider the infofmation in newly produced documents as to which:
privilege assertions were rejected, to reflect the additionai
briefing and argument, to avéid exceééive crossrefefencing to thé
‘March 17 Oéinion, and. to facilitate _appéllate review;. this
Memofandum-opinion will resolve completely Infineon’s motion to

compel addressed to the issue of spoliation of evidence.!

._ STATEﬂENT OF FACTS.‘
~ Rambus develops.and licenses technologies‘to companies that
" manufacture éemiconductor_memory devices. Rambus does not itself
manufacture any sﬁch devices; rather, it reliés on licensing its
teéhnoiogy patents to generate revenue. In 1990, Rambus filed
Uhited Sﬁates Patent Applicatioﬁ Seria1 Number 07/510,898 wiﬁh
cléims directed to a computer memory technélogy known és Dynamic

Random Access Memory. The United States Patent and Trademark

' Several of the topics addressed in the March 17 Opinion are
not discussed herein because Rambus has produced the documents
ordered to be produced in Section I.B and Section I.C of the March
17 Opinion and has submitted the revised privilege log as required
by Section I.A of that Opinion. :



Office (“PTO”) determined that this applicatioﬁ‘covered several
indepehdeﬁt inventions andlthﬁs issued an éleVén—way restriction
requiremeﬁt'requifing‘Rambus to elect one invention to pursue in
its application. 1In respohse, Rambus filed numerous divisional éné
coﬁtinuaﬁién'applications baséd on its original application, aﬁ_
least thirtyFoné.of whiéh have issued. These patents are directed
to Dynamic Random Access.Memory teghnology (ﬁDRAMs"),'Rambus'DRAMs
(;RDRAMs”), Syndhrdﬁoué—Dynamic RaﬁdoﬁlAcceSS Memory (“SDRAM”), and
Double DPata Rate Synchronous Dynamic Random Access Memorf (“bDR—

SDRAM" ) .2

A. General Backgrouﬁd of the Litigation
On August "8, 2000, Rambus brought this action against
Infineon, alleging infringement of several DRAM-technology related

patents. .Rambus, Tnc. v. Infineon Tech. AG, 145 F. Supp. 24 72i,‘_

722 (E;b., Va. 2001). In respoﬁse; Infineon  raised. numerous
_ affirmativerdefenses-and assertea several counterclaims; some of
which related to.Rambus’ intefaction with'thé Joint Electronics
Devices Engiﬁeering Counéil-(“JEDEC”), an industry standard-setting
body in.which Rambus_was a member from December 1991 to June 1996.

ee Rambus, Inc. v. Infineon Tech. AG,'BiB F.3d 1081, 1084-86 (Fed.

Cir. 2003), cert. denied, __ U.S5. __, 124 S. Ct. 227 (2003).

2 These technologies are described in some detail at Rambus,
Inc. v. Infineon Tech. AG., 164 F. Supp. 2d 743, 747-48 -(E.D. Va.
2001) . ' .




Before trial, an.opinion'was issued construing. the disputed'
glaiﬁ terms of Ehe.patents~in—suit. Thereafter, buﬁ befoie trial[
Rambus abandoned the charge of' infringement - as ﬁo oné .bf the
:patents—in-suit.: After the presenﬁation of Rambﬁs* infringement
case on the remainiﬁg patents, judgment as é matter of law (“JMOL")
was grahted in Infineon’s favor, tﬁereby-making it unnecessafy for
Infinédn'to.proceed on several of its éffirmative defenses and
counterclaims.

However; Iﬁfineon’srcounterclaim forrfraud was tried to é jury
which found Rambus liablé on Infineon’s counterclaim for actual and
constructive fraud. This Court, héwever, granted Rambus’ post—
triél motion for JMOL‘asrtorthe constrﬁctive fféud cléim and as to 
thép part‘of the actual fraud verdict that related to the DDR-SDRAM -

standard setting process of JEDEC. Rambus, Inc. v. Infineon Tech.

- AG., 164 F. Supp. 2d 743, 767 (E.D. Va. 2001). Rambus’ motion for
JMOL as to the SDRAM standard was denied and judgmént was entered
on that verdict.

On appeal, the United States Court of Appeals for the Federal

.Circuit_affirmed iﬁ_part_and reve;sed in part. Rambus, Inc., 318
F.3d at 1106. 1In particular, the Federal Circuit held that this
Courtfs claim_construction was erronecus as to ﬁive claim terms.
.Respecting the éctual fraud'verdictf'the majority opinion held that
the JEDEC patent aisclosure policy applied only to'patent claimsg

that reasonably_réad on or covered the standard under consideration



by JEDEC and that, although Rambus wanted to obtain claims covering

SDRAM standards; it did not in fact obtain any SDRAM patent claims

while it was a JEDEC member. Rambus, Inc., 318 F.3d at 1103-04.
In reaching that conclusion, the Federal Circuit stated that:
The record shows that Rambus’s claimed
technology did not fall within® the JEDEC
disclosure duty. The record shows at most
that Rambus wanted to obtain c¢laims covering
the SDRAM instead. Some of that evidence does
not put Rambus in the best light. Rambus
thought it could cover the SDRAM standard and
tried to do so while a member of an open
standards-setting committee. . While such
actions impeach Rambus’s business ethics, the
record does not contain substantial evidence
. that Rambus breached its duty under the
EIA/JEDEC policy. :
Id. at 1104. The Federal Circuit thus remanded the case to this
Court. Id. at 1107: .-
It is useful to understand the issues to be tried on remand.
To begin, there will be a trial on Rambus’ claims that Infineon has.
infringed Claim 26 of U.S. Patent 5,954,804, Claims 1 and 2 of U.S.
Patent 5,953,263, ahd Claim 18 Qf U.S. Patent 6,034,918.° With but
two exceptions, all of Infineon’s affirmative defenses will be
tried.* Thus, the trial on remand will involve the defenses of

non~infringement, patent misuse, estoppel, laches, laches in the

PTO, wunclean hands, invalidity due . to " indefiniteness, and

* See Transcript of Hearing, January 8, 2004, at 39-59

(hereinafter “1/8/04 Tr.”); see also Order, April 1, 2004.

* Infineon will not proceed'with the following affirmative

defenses: unenforceability due to waiver and implied license.
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ipequitable conduct in the procurement of the batenté—in—suit.s
Some of these affirmative defensés will be supported; inlpart, with
evidence about Rambus’ conduét while it was a member of JEDEC, bUt
none.dépend entirelf_on such evidence.

| With thé excéption of Counts 1,. 2, 4, and 12, none of
Infineén's ériginal counterclaims remain in éhe case. 1/8/b4 Tr.,
at 67-101. Counts 1, 2, and 4 seek declaratory judgments of
noninfringement, invalidity, and unenforéeabiiity of the ‘263, the
*804, and the ‘918 patents, respectively? © Count 12 alleges
monopolization in violation of the Sherman Act, 15 U.S8.C. § 2,
“because Rambus alleéedly'hésacqui;ed monopoly powér in the mafket
for.DRAM'teéhnolégy and the market for the DRAM's themselves.
Accordiﬁg to Count 12, Rambus allegedly acquired the monopoly’powef 
by -a number of means, inéludiﬁg intentionally not citing prior‘artf
misleading the PTO _to seéure paﬁents_ on bRAM technology,
manipulaﬁing JEDEC, acquifing information from JEDEC to achieve
these results, aéserting and litigating unlawfully'obtained patents
agaiﬁst.the entire DRAM indﬁstry, and-engaging in other predatory,

anticompetitive, and exclusionary conduct.®

> Rambus has moved for summary judgment as to several of these
~defenses, as well as for summary adjudication of ‘infringement.
These motions are currently pending the completion of briefing and
argument .

§ Rambus has also moved for summary judgment as to Count 12;
that motlon also is pending.



Recently, the Court granted Infineon's motion to amend to add
another counterclaim, Count 15, which allegés that Rambus has

violated California’s unfair competition statute, Cal. Bus. & Prof.

Code § 17200. See Raﬁbus, Inc. v, Infineoanech. AG, 304 F. Supp.
éd 812o(E.D. Va. 2004) . Count 15 incorporates by reférence much of
the alleged misconduct that is thevpredicate for Count 12, the -
monopoiization olaim.? .But, the unfair'oompetition counterclaim
~goes beyond the - allegations of the nbnopolization count.
Considered as a whole,.Count iS alleges that Rambus’ monopolistic
ocheme; its moﬁipuiative and bad faith participation in the JEDEC-
standard setting process, 1its spoliation of documents as a key
iﬁgredient for planned patent rlitigation; and its deliberate
misconduct 'in.,DRAM?related litigation is actionable as  unfair

‘competition under the California statute.®

B. General Background of the Motions to Compel

Shortly before the close of discovery  in the initiél
proceedings,‘the Court granted in part Infineon’s motion tO'oompel
 Rambus to produce documents-énd testimony under the so-called

?crime/fraud exceptioné to the attornéy~client privilege. Rambus,

" Some, but certainly not all, of the incorporated allegations
are of little, if any, efficacy by wvirtue of the decision of the
- Federal Circuit on Infineon’s fraud counterclaims.

® Rambus has moved for dismissal of Count 15 in its entirety
under Fed. R. Civ. P. 12(b}(6) and alternatively, for summary
judgment on part of Count 15. That motion has been briefed and
argued and is currently under consideration.’ ' '
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Inc. v. Infineon Tech.\AG., 155 F. Supp. 2d 668, 680 (E.D. Va.

2001); see qenerallv.chaudhrz V. Gallerizzo, 174 F.34 394, 403 (4th
Cir. 1999)(discﬁséing “crime/fraud.exception“-to at;orney—ciiént'
,privilege). In particular, by Qrder.entered on March 7, 2001 (the.
“March 7 br&er”), the Court concluded that.Infinedn_had made out a
pfima-fabie.éhowing that,Rambﬁs had devised and impleménted-a
fraudulent scheme, thatﬂRambué hadlcommunigated with counsel in
furtherance of the scheme, and that theée-communiéatidns bore a
close-rglationsﬁip to the fraudulent scheme. The Court, therefore,
Qrderea Rambus to disciose documents respecting the legal advice
. provided to Rambué éertaining to.its disclosure of patents and
'pateﬁt'applications to JEDEC, the JEDEC patent.disclosure'policy,
éfforts by Rambus .to brdaden its paﬁents, to éovef matters
perpaining to éEDEC Sﬁandér&s; and the preparation of Rambus’ June
17, 1996 withdrawal 1étte£.from JEDEC.

| Rambﬁs sought appellate review of the March 7 Order by filing
a Petition for a‘Writ of Méndamus in.the Federal Circuit. The
.aépéllate court denied the petition. Rambus, however, did-nof seek
réview of.the March 7 Order'on its direct appeal at the end of the

initial proceedings in this Court.



Following remand from the Federal Circuit,’ a status
conference was convened on October 31, 2003 for the pﬁrpose of

plaﬁning for the trial. In that conference,'Infineon-represented

that, in proceedings involving Micron Téchnologies, Inc.
("Micron”), Hynix Semiconductor, Inc. (“Hynix”), and the Federal
" Trade Commissidn (“FTC”),'® Rambus had produced a substantial

quéntity of documentéAthat should have been.prbduced in this
action, but were nét} Rambus acknowledged. that sohe of the-
 docuﬁents produced‘in those proceedings should have been produced
in this aétibn,.but-asserted that others should not have been.
Inﬁineoﬁ urged tﬁat Rambus;‘féilure to producelthoSe dbcumeﬁts waé
ﬁqre litigation misconduct of the kind Raﬁbus alréady_ﬁad been

found ;o'have qoﬁmitted“ and, therefore,_lnfinedn sought‘ah order
fequiring immediate production of thé documents. In'responsé,
Rambus urged that the reason for pon—production lay -in _the
' differeﬁce between the documént reqﬁesfs in'this.case and those in-

the other cases.

° The matter was stayed while the Supreme Court of the United . -
States considered Infineon’s Petition for a Writ of Certiorari.
The high court denied Infineon’s Petition on' October 6, 2003.
- Infineon Tech. AG v. Rambus, Inc., __ U.S. _ , 124 S. Ct: 227

(2003) (mem.) . ' : : : - ‘

* Those parallel litigations involve some of the patents-in-
suit here and many of the same issues that are presented in this
action.

' See Rambus, Inc. v. Infineon Tech. AG, 155 F. Supp. 2d 668,
680-83 (E.D. Va. 2001). The finding of litigation misconduct was
undisturbed on appeal to the Federal Circuit.
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To ascertain the facts relevant to resolution of what could
have been a significant failure to produce documents in the initial
stage of this case, the Court entered an Order on November 5, 2003
(the “November 5 Order”) 'which required the parties:

to review all requests for production of

documents previously served herein by the

other party and any rulings made by the Court

thereon and, not later than December 1, 2003,

to produce [to the other side] copies of all

documents (as to which no attorney-client

privilege is claimed) production of which had

been previously requested but which had not

been previously produced.
The November 5 Order also ordered the parties to serve “a list of
~documents as to which attorney-client privilege is claimed for such
previously requested, but not produced, documents,” and to serve a
fmemorandum in support of any privilege claimed.” During a
conference call respecting the November 5 Order, the Court
instructed the parties that the privilege list and memorandum must
be “very fulsome” and sufficiently specific to allow the adversary
‘to file a meaningful motion to compel. The November 5 Order also
established a briefing schedule, ordering that any motions to
compel production of any allegedly privileged documents be filed by
January 5, 2004.

In response to the November 5 Order, Rambus produced to
Infineon approximately thirty boxes of previously requested, but

not previously produced, documents. 'Then, on. December 15, 2003,

Rambus served what purported to be the privilege list required by

10



the Névembér 5 Order, 1listing over 4,000 allegedly priviléged
docunients--2, 000 more dodﬁments than Rambus claimed as privileged
in ﬁhe original proceedings in this Court.?? Along with tHat list,

-Rémbus filed a three—éage memorandum explaining in the most general

terms the basis for thé privileges asserted. A review of. the
privilege list discloéed.that Rambus.had ﬁithheld ffom.productioﬁ
on- claims of privilege aﬁ.ﬁnascertainable quantity of documents
‘that admittedly fell within the reach of the March 7 Ofder that had
been produced previously to Micron, Hynix,.and the FTC, but that
have not been producéd to Infineon. Rambus also refused fo produce
twenty-seven documents that admittedly fell within the scope of the
March 7 Order that have néver been produced to anyone, assertedly
because of their belated  discovery.' That history spawned two
discovery motions from Infiheoh.

First, there was Infineon’s Motion to éompel Production of
Documents Listed on Rambus’ Privilege Log. _Qé Docket No. 490.
That motion was resolved in Sectiohs I.2A. through C. of the March
17 Opinion wherein Rambus was ordered to produce a revisea
'pfiVilege log, to produce the documents previously produced to
Micron, Hynix, and the FTC, as well as the twenty-seven belatedly™

discovered, supposedly privileged, documents. Rambus, Inc., 220

'? subsequent revisions produced a privilege log dated February
12, 2004; that log claimed 4,673 documents as privileged.

1 Rambus has not disclosed when those twenty-seven documents
were discovered or why it was so late in locating them.
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F.R.D. at 290-91. None of those issues remain under consideration

now because Rambus supplied a revised privilege log as reguired by
Section I.A. of the March 1%_Opinion and produced the documents

‘ordered to be produced in Seétions I.B. and C.'of.the‘March 17

Opinion.

| The second Infineon motion is thé matter that curren;ly is

under cohsideratiqn, infineon’s Motion to Compel Production of

Documents and Testimony Relating to Raﬁbus’ Document Reterition,
-éollection,'and Production. See Docket No. 492. By this motion,

Infineon gseeks an order requiring Rambus to produce documents that -
describe and relate to ‘the development and implementation of
Rambus’ document retention program,_whidh, éays Infineon, Rambus
~used to destroy documents pertinent to the_issues in this action,
ﬁotwithsﬁanding that, at the time of the document destruction,
Rambus anticipated 1itigation with DRAM manufacturers over Rambus'’
portfolio of patents. In other wofds, Infineon has accused Rambus
of 5poliatién of evidence.and, theréfore, asgerts that application
of the éo—called “erime/fraud” exception to the attorney-client and

work product privileges compels the disclosure of these documents.

* In addition, Infineon argues that Rambus has waived any

claim of privilege as to any documents discussing the subject
matter of the document retention program, including why it was
adopted and how it was implemented, because Rambus, for its own
purposes: (1) has disclosed, in this and other cases (through
depositions and document discovery), the substantive contours and
components of its document retention policy; and (2) has testified
about the asserted reasons for the policy’s implementation and how
it was implemented. That second topic, subject matter waiver, is

12



C. The Nature of the Documents Sought by Infineon’s Motion
Respecting Spoliation and the Background of the Motiom

-{1) The Néture of the.Documents Sought

In the motion now under consideration, Infineon moves to
compel‘the production of,dpcuments and testimony that relate to
:Rambusf document réténtion, document collection, and prdduction of
docuhents. Specificélly, Infineon seeks an ofder compélling Rambus

to produce:

(1) 8Six documents on Rambus’ privilege log'® and
" all other documents that relate to document
retention;

{2) Other documents relating to Rambus’ document
retention policy or document  destruction
including . transcripts from depositions ox
trials, as well ‘as pleadings that relate to

- the topic of Rambus’ document retention policy
and document destruction;

(3) Documents relating to the collection and
production -of documents in this case and any
other case involving SDRAM.

The motion also asks for a date certain on which to depoée Rambus’
witnesses and attorneys on the topic of Rambus’ document retention,

collection, and destruction.

{2) The Background of this Motion to Compel
This motion has its genesis in the original pretrial

proceedings when, shortly before the 2001 trial, the discovery

addressed in a separate Memorandum COpinion.

1% Document Nos. 313, 326, 327, 1114, 2784, and 4077.

13



-process disclosed some troublesome conduct on the part of Rambus.
Specifically, Rambus was found to have committed various acts of

litigation misconduct, including the intentional destruction of -

documents relevant to this action. Rambus, Inc. v. Infineon Tech.
AG, 155 F. Sppp. 2d 668, 680}83_ (Q.D. Va. 2001). Rambus did not
.éppeal the findings of litigation misconduct, includinglthe finding
that it had intentionally destroyed relevant documents 'in

anticipation of litigation. Thus, the decision of the United

States Court of Appeals for the Federal Circuit in Rambus, Inc. v.

Infineon Tech. AG, 318 F.3d 1081 (Fed. Cir. 2003), left undistprbed
those findings notwithétanding that it vacated the awafd. of
attorneys-feés because of theAdeterminations regarding Infinédn’s
fraud counterclaims and the construction of the claim terms.
After the trial in 2001, énd while the matter was on.appeal to
the Federal Ciréuit, Rambus = continued to be involved in théh
previously described other litigations respecting technolégies and
patents .for DRAM, SDRAM, RDRAMs and DDR-SDRAMs .  As explained
above, Rambus produced, in those parallel actions——which involved
~some of the technologies and patents involved here--approximately
thirty boxes of documents that had been requested by Infineon in
this action but that Rambus had not produced to Infineon Here. As
recounted above, those documents have now been given to Infineén in

this litigation.
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As a regult of (i) some of these late produced documents, (ii)
the text of the supplemental privilege log discussed at length in
the March 17 Opinion, .and (iii) information secured in ﬁhe parallgl
1itigations involving Rambus, Infineon ascertained that the
document destruction ih which Rambus had engagéd before tfiallwas
much more extensivé than had béen'discloséd in the discovery that
took piace immediately before the'original trial of this;action.
In fact, during the parallel proceedingé between Rambus énd the FTC
(held after the trial in this case),rit came to lighﬁ that, on
September 3, 1998 (“Shred Day”), Rambus had deétroyed over 20,000

_pounds of documents (estimated to be approximately two million

pages) . .Rambus, inc., 226 F.R.D atA284. There is also evidence
that the dOcument destruction continued, at ieast; into 1999 and
2000. .In fact, Infineon recently reportéd that, from documents
' produced puréuant to the Maréh 17 Ordexr, it has learned that Rambus
conéucted.Shred Days in 1999 and 2000.15 |

Infineon seeks production of documentg and testimony
respecting the circumstances surrounding, and the consequences of,
this'extensive destructicon of documents. Rambus, for its part,
contends that the documgnt destruction in which it admittedly

engaged was pursuant to a legitimate document retention program

_ 1 gee Def. Ex. 5 to Def. Memo. Regarding Rambus’ Waiver of
Attorney-Client and Work Product Privileges on the Subject of
Rambus’ Pre-Trial Doc. Destruction, Aprii 6, 2004. '

15



that was not implemented in anticipation of litigation and that its

destruction of documents was for legitimate reasons.

DISCUSSION
I. Spoliation and the-Piefciﬁg of Rambus’ Privileges

A. The Appliéable Legal ;Principles”

Infineon contends thaﬁ, because Rambus implemented_a document
destruction program to destroy documents in anticipation of patent
litigatibn with DRAM manufacturers, including Infineon? the
crime/fraud exéepﬁion to the attorney client and work product
privileggs applies to strip Rambus of aséerted privileges with
regpect to Ehé adoption, the implementation, and the conseqguences
-of the document destrﬁction poliéy.

The crime/fraud exception Eo the attorney-client and work
product privileges provides that otherwise privileged
coﬁmunications 6r work ?roduct madé for, or in furtherance of, the
purpose of committing'a crime or fraud will not be priviieged or

protected. Chaudhry v. Gallerizzo, 174 F.3d 394, 403 (4th Cir.

1999); In re Grand Jury Proceedings, 33 F.3d 342, 348 (4th Cir.

17 gpoliation of evidence is governed by the law of the

regional circuit, not by the decisions of the Federal Circuit,
because spoliation is a matter not peculiar to patent law -the
redress of which is procedural. Wang Labs., Inc. wv. Applied
Computer Sci., Inc., 958 F.2d 355, 357 (Fed. Cir. 1992); Silicon
Image, Inc. v. Genesis Microchip, Inec., 271 F. Supp.2d 840, 849
(E.D. Va. 2003). And, the federal law of spoliation applies rather
than the law of any state. Silvestri v. General Motors Corp., 271
F.3d 583, 590 (4th Cir. 2001). '

16



1594); gee generally Developments in  the Law—-Privileged

Communications, 98 Harv. L. Rev. 1450, 1509-14 (1985). As noted by

the United States Court of Appeals for the Second Circuit:

Whereds confidentiality of communications and
work product @ facilitates the rendering of
sound legal advice, advice in furtherance of a
fraudulent or unlawful -goal cannot  be
‘congidered ‘sound. ’ Rather advice in
furtherance of such goals is - socially
perverse, and the client’s communications
seeking such advice are not worthy of
protection. : '

In re Grand Jury Subpoena, 731 F.2d 1032, 1038 (2nd Cir. 1984)
(emphasis aaded). Thus, althoughrreferred to as an “exception” to
ﬁhe attorney—client privilege and work product .ddctrine,‘ the
crime/fraud exception is not truly an exception.!® Rather, it is

an exclusion of certain actiVity from the protective reach of the

privileges. In re Grand J@rv Subpoena, 731 F.2d at 1038. As one
noted commentator has put it, the crime/fraﬁd vexception’ merely
delineates the outer contours of the attorney-client and work
Vproduc; privileges,Arecognizing the commonsense notion that these
privileges “cannot avail to ﬁrotect the client in concerting.with

the attorney a crime or other evil enterprise.” 8 John Wigmore,

Evidence § 2298 at 572 (McNaughton rev. 1961); see algo In re St.

**  Indeed, in order to establish the applicability of the
attorney-client privilege, the proponent must show, inter alia,
that the communication was not made “for the purpose of committing
a crime or tort.” Hawkins v. Stables, 148 F.3d 379, 383 (4th Cir.
1998) .

17



- Johnsbury Trucking Co. v. Bankers Trust Co., 184 B.R. 446, 456

(Bankr. D. Vt. 1995) (“[T]he”exception is not really an exception,
but anlexclusion.”).19 |

| Infineon argues lthat, because the scught-after document s
pertain"to spoliation of evidence, the crime/fraud exception
applies. Spoliation is “the.willfﬁl destruction of evidence or the
failure to preserve potential evidenée for another}s use in pending

or future,litigation.” Trigon Ins. Co. w. United States, 204

F.R.D. 277, 284 (E.D. Va. 2001); see also Hodge v. Wal-Mart Stores,

Inc., 360 F.3d 446, 450 {4th Cir. 2004)} Anderson v. Nat’l R.R.

Passenger Coxrp., 866 F. Supp. 937, %45 {(E.D. Va. 1994). In order
to establish spoliation, the movant must show (1) that the adverse

party had a duty to preserve evidence and (2} that it nevertheless

intentionally destroyed the evidence. Trigon Ins. Co., 204 F.R.D.
at 284. The duty to preserve evidence “arises not'oniy during
litigation but also extends to the'period before the litigation

when a party reasonabiy should know that the evidence may be

relevant to anticipated litigation.” Silvestri v. General Magtors
Corp., 271 F.3d 583, 591 (4th Cir. 2001) (emphasis added).

Therefore, once a party reasoconably anticipates litigation, it has

1 These observations are correct: the crime/fraud exception
is not really an exception to the attorney-client privilege or work
product doctrine, but instead is an exclusion of certain activity
from the protection of the privileges. However, because most
‘authorities use the term “crime/fraud exception,” it will be used
here too. ' ' '
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a duty to suspend, as to documents that may be relevant to the
anticipated litigation, any routine document purging system that

might be in effect; failure to do so constitutes spoliation. Id.;

see also Lewy v. Remington Arms Co., Inc., 836 F.2d 1104, 1112 (8th

Cif. 1988) ; Thompson ﬁ. United Stateg Dep’'t of Hous. & Urban Dev.,
219 F.R.D. 93, 101 (D. Md. 2003), |

Thusly defined, howeﬁer, spoliatidn is néither a crime nor a
fraud. Although the United States Court of Appeals for the Fourth
Circuit occasionally refers to ;he crime/fraud exception as the.
crime/fraud/tort exception,?® spoliatién, although raising issues
" of duty and breach, doés not quite qualify as a tort éither. cf.
Silvestri, 271 F.3d at 590 (stating that spoliation does not give
rise to independent substantive claim). But see Terry R. Spencer,

Do Not Fold, Spindle, or Mutilate: The Trend Towards Recodgnition of

Spoliation as a Separate Tort, 30 Idaho L. Rev. 37 (1993). At

first biush, therefore, it would not appear that documents created
to provide a plan for or to effectuate spoliation would fall under
the crime/fraud éxception.

The term “crime/fraud exception,” however, is “a bit of a

~misnomer,” Blanchard v. Edgemark Fin. Cofb., 192 F.R.D. 233, 241

(N.D. Ill. 2000), as many courts have applied the exception to

situations falling well outside of the definitions of crime or

2 E.g., Chaudhry, 174 F.3d at 403; In re Grand Jury Subpoenas,
902 F.24 244, 245 {4th Cir. 1990).
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fraud. E.q., Parrott v. Wilson, 707 F.2d 1262, 1271 (llth Cir.
1983) ({stating that crime/fraud exception applies to work product

created as result of 1awyer’s'“unprofessional conduct”}; Cleveland

" Hair Clinic, Inc. v. Puig, 968 F. Supp. 1227, 1241 (N.D. Ill. 1996)
(holding crime/fraud exception applicable té communications made in
furtherance of “bad faith litigation conduct”). Although the
United States Court of Appeals for the Fourth Cifcuit has not éet
fofth a precise test fox application of the crime/fraud exception
in cases of spoliation, it‘islinconceivable'that ocur Court of
Appeals would find that a client’s interest in confidential
communicatiohs and work product respecting destruction of doéuments
in anticipation of litigation would outweigh the societal need to
assure the integrity of the process by which litigation is

conducted whiéh, of course, 1is the purpose‘ of prohibiting

" spoliation of eviden.ce.21 Siivestri, 271 F.3d at 590 (“The policy

underlying [the spéliation doctrine] is the need to preserve the
integrity of the judicial procesé in order to retaiﬁ [Society’s]

confidence that the process works to uncover the truth.”). Indeed,

21 pistrict courts within the Fourth Circuit have applied the
‘crime/fraud exception in varying circumstances. See, e.q., United
States v. Ruhbayan, 201 F. Supp. 2d 682, 685 (E.D. Va. 2002)
(applying crime/fraud exception upon prima facie showing of
obstruction of justice); Parkway Gallery Furniture, Inc. V.
Kittinger/Pa. House Group, Inc., 116 F.R.D. 46, 53 (M.D.N.C. 1987)
(discussing crime/fraud exception in context of violations of
antitrust law); Duplan Corp. v. Deering Milliken, Inc., 397 F.
Supp. 1146, 1172 (D. S.C. 1%75) ({(assuming applicability of
crime/fraud exception to violations of antitrust law).
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the “[dlestruction of evidence undermines two important goals of

the judicial system--truth and fairness.” Lawrence B. Solum &

Stephen J. Marzen, Truth & Uncertainty: ILegal Control of the
Destruction of Evidence, 36 Emory L.J; 1085, 1138 (1987} . As those
authors correctly state:
Evidence destruction impedes the search for
truth because it creates inaccuracy 1if the
fact of destruction is unknown and uncertainty
if the fact of destruction is revealed.
Destruction of evidence is unfair because it
potentially creates inequality of access to
information.
Id. at 113s8.

Moreover, other courts, when confronted with a variety of
untoward conduct, have concluded that the exception is not confined
to circumstances‘bf crime or £fraud. For instanée, the United
States Court of BAppeals for the District of Columbia Circuit

teaches that the crime/fraud exception applies when the work or

.communication was made for, or in furtherance of a crime, fraud,

- “or other tvpe of wmisconduct fundamentallv inconsistent with the

basic¢ premises of the adversary svstem.” In re Sealed Cage, 676

F.2d 793, 812 (D.C. Cir. 1982) (emphasis added). And, that circuit
has applied the crime/fraud exception, so defined, to
communications and work product created 1in furtherance of

spoliation. In re Sealed Case, 754 F.2d 395, 400 - {D.C. Cir.
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1985) .% Aftef examining the decisional law of-thé United States
Court of Appeals for the Second Circuit, the court, in In ré St.
Johnsburz‘Trucking Co. v. Bankerg Trust Co., 184 B.R. 446, 456
- (Bankr. D. Vvt. 1995), held that the crime/fraud exception should
apply to communications or work prbduct Ccreated “in fufthexance of

some sufficiently malignant purpose,” a definition that would

include cases of spoliation of -evidence{ Similarly, after
examining the decisional law.of the United States Court of Appeals
for the Fifth.éircuit, a dist;ict court in Florida held--in the
context of the attorney-client privilegeJ—thét the crime/fraud

exception applies “not only where fraud or crimé is involved, but

also where there are other substantial abuses of the attorney-

‘client relationshig.” International Tel. & Tel. Corp. v. United

Tel. Co. of Fla., 60 F.R.D. 177, 180 (M.D. Fla. 1973) (emphasis

added) ; see also Sound Video Unltimited, Inc. v. Video Shack, Inc.,
661 F. Supp. 1482, 1486 (N.D. Ill. 1987) (“The attorney-client

privilege does not apply when the person consults an attorney to

further a continuing or future crime, fraud or other misconduct.”)
{(emphasis added) .
More importantly, construing the crime/fraud exception to .

‘encompass spoliation is fully consonant with the Fourth Circuit'’s

*2 The spoliation at issue in In re Sealed Case included the
“willful, systematic and extensive” destruction of documents that
had been subpoenaed. 754 F.2d at 400.
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instructions on how to apply the underlying privileges.®® 1In the
Fourth Circuit, the attorney-client and work product privileges are
to be “strictly confined within the narrowest possible limits

consistent with the logic of [their] principle{s].” In re Grand

JurV‘Proceedinqs} 727 F.2d 1352, 1355 (4th Cir. 1984) (intermal

citations and quotations omitted). Courts recognize the attorney-
client privilege because "“full and frank” discussions between
.lawyer and client “encourages observance of the law and aids in the

administration of justice.”  Commodity Future Trading Comm’n V.

Weintraub, 47; U.S. 343, 348 (1985); see aiso Upiqhn Co._v. United
States, 449 U.S. 383, 389 (1981). - The work producﬁ doctrine
recognizes thét léwyers, as officers of‘the court bound both td
“wogk for the advéncement of justice” and the “rightful interests”
of their clients, must be able to produce material without fearing

. 1ts wide dissemination. Hickman v. Taylor, 329 U.S. 495, 510

(1947} . To provide zealous representation of clients in our:
adversarial system of justice, lawyers must be free to assemble
information, sift the relevant from the'irrelevant facts, prepare
- legal theories, and plan litigation strategy witﬁout the undue
interference of having their thoughts and opinions  broadcast

widely. Hickman, 329 U.S. at 511. The work product doctrine,

** As stated in footnote 19, gupra, in defining the crime/fraud
exception, the decisions actually are delineating the substantive’
scope of the attorney-client privilege and work product doctrine.

See alsgo In re St. Johnsbury Trucking Co., 184 BE.R. at 456.
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therefore; recognizes that the wideépread distribution of
‘attorneys’ work product would have a “demoralizing” effect on the
profession that would not benefit individual cliénts or the system
as &a whole. Id. |

. Commuﬁications bétween lawyer and client respecting sPoliation_
of - evidencé,' howevér, is fundamentally inconsistent with the
assefted principles behind the recognition of the attorney-client
privilege, namely, “observance of 1aw”land the “administration of
justice.” Weintfaub, 471 U.S. at 348. Indéed, by iﬁtentionally
removing relévant.evidence from litigation; gspoliation directly
undermines the admiﬂistration of justice. Cf. Craigv. A.H. Robins
Co., Inc., 790 F.2d 1, 3-4 (lst Cir. 1986) (allowing introduction
of evidence that‘would otherwiée have been protected by attorney-
client privilege because communications pertained to iﬁtentional
&eétruction of evidence, a subject contrary to administration of
Jjustice) . Moreover, an attorney whd cbunsels a clieﬁt abqut the
spoliation of evidence is not advancing the observance of the law,
but rather counseling misconduct. Thus, there is no logical reason
to extend the protection of 7the attorney-client .privilege to
communications undertaken in order to further spoiiation. CE .
Madanes v. Madanes! 199 F.R.D. 135, 149 (S.D..N..Y. 2001) (“At a
minimum, then, the attprneynclient pfivilege does notr protect
communications -. . . that undérmine[] the adversary system

itself.”) .
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Similarly, attorney work product materials that relate té the
spoliation of evidence neither “work for the adVanqement of
juStice”‘nor further thg “righﬁful interests” of an attorney’s
client. Hickman, 329 U.S. at 510 (emphasis added). Declining to
afford such materials protection would not‘have‘a “demoraliging”
effect on the prOfeséion nor would it.fail to accord attorneys,.as
_offi;eré of courts, their rightfﬁl sphere of protection. Id. at
511. fo the contrary, by remo&ing the ability of lawyers énd
clients to hide such materials behind the work product privilege,
the‘courts will assure that the work of lawyers  is confined to the
rightful interests of clients, ratﬁer than interests--such as the
déstruction. of gvidence——that frustrate the administration of
justicé and cast the legal system (as well as the legal profession}
in an unsavory light. |

For the foregoing reasons, the crime/fraud exceptiop extends
to ﬁaterials 'of- communications creatéd in planning; or . in
furtherance of, spoliatién of evidence. That conclusion, however,
does -not resoive the issue whether the crime/fraud exception
applies to the documénts-that are ﬁhé object of Infineon’s motion.
In order ﬁo pierce Rambus"claims of privilege in this case,
InfineonAmust'make a prima facie showing: (1) that Rambus was
spoliating, or-Qas'planning tq spoliate, evidence and sought or
used the advice of counsel or the input of work product ﬁo further

;that.'endeavor; and (2) that the documents contalining the
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.communications or work product bear a close relationship to Rambus’

scheme to engage in spoliation. Chaudhry, 174 F.3d at. 403.

'B. The Evidence of Spoliation as of the March 17 Opinion

It is settled that Rambus instituted a document destruction

policy'and'thereby intentionally destroyed documents. Rambus, Inc.

v. Infineon Tech. AG, 155 F. Supp. 2d 668, 680-83 (E.D. Va. 2001).

It is also settled that the destroyed documents covered all of the
major categories of documents generatgd in the ordinary courée of
' Rambus’ business. Through depositions, Infinéon has established
that Rambus’ document purging program resulted in the destruction
- of evidence ielevant to this action, including evidence related tQ:
the prosecutibn of the patents—in~suit,'Rambus’ participation'in
JEDEC,l Rambus’ prosecution of JEDEC—related patents, the
relationship of Rambus’ patent applications and pending claims to-
_ JEDEC standards, presentations io Rambus’ Board of Directors
regarding intellectual property, potentially damaging or
invalidating priorlart, and Rambus’ SDRAM licensing negotiations.
Thus, it is estabiiéhgd' that Rambus intrentionally destroyed
evidence and that at least some of this evidence was relevant to
this actioﬁ.

Furthermore, it is also settled that some destruction occurred

at a point in time when Rambus anticipated litigation and therefore

had a duty to preserve the evidence. Rambus, Inc., 155 F. Supp. 2d

at 682. That finding was made on the basis of a somewhat more
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limited record respecting the scope and effect of the destruction.
But, the finding was not made in the context of an effor£ to pierce
Ehe attorney-client and work product privileges, but rather in the
context of the awarding of attorneys fees. Id. Hence, although
-the finding is final and is of.considerable probative value,.it is
~appropriate to assess the issue whethér_the‘attorney—client and
work product privileges should be pierced by using the eariier
finding as érobative, but not dispositive, of‘that issqé in the
context of document époliatioﬁL

On the‘basis_ofrwhat was'known as of the March 17 Opinion,
Infineon had shown that Rambus formulated aﬁd instituted a document
retention and destrqction.pélicy.in-éarly 1998. Begiﬁning in Mafch
-Of that year, dJoel Kar? (“Karp”);' a non—law?ex' who serves as
. Rambus’ Vice President of Inteliectual Property, drafted a document -
retentién policy based on information supplied'by.a law firm,
Cooley Godward, LLP {(“Cooley Godward”). 1In fact, entry number 313
on Rambus’ updated privilege log reflects Karp's wérk on a document
,retention.policy, indicating a Maréh 19, 1998 letter sent by Cooley
'Godward to Karp entitled: “Memorandum regarding legél advice on
Document Retention Policy Guidance.” Of course, because Rambus has

claimed the attorney-c¢lient privilege as to this document, Infineon

- was not able to ascertain its precise contents. That privilege log

entry establishes, however, that Rambus, with the aid of counsel,
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was formulating some kind of document retention system in early
1998.

As of the March 17 Oéiﬁion, it also had been sﬁown that, in
the summer of 1998, Karp and outside cQunéel gave presentations on
the ddcgment retention policy, presenting several glide shows to
employees to inform about the system.: Then, Karp kicked-off the
document retention program on September 3, 1998 with “Shred Day,”“
an event at which each emplovee at Rambus’ corporate headgquarters
in Mountain View, California was provided with a burlap bag with
the:instructions to bag.all documents slated for the shredder.
Infineon;rof courge, described Shred Day in a rather sinister

fashion, pointing tc internal Rambus emails that reflect that Shred

Day culminated- in a 5:00 PM . beer, pizza, and champagne
“celebration.” - Rambus, in contrast, framed this beer, pizza,-and
champagne treat not as a “celebration,” but rather as corporate

.incentive and morale boosting after a day of heavy sack lifting and
laborious document review. Whatever Rambus’ motivations way haﬁe
been, it was uncpntested aé of‘the March 17 Opinion that; all fold,
Rambus employees‘sh:edded approximately 20,000 pounds of docuﬁents
on Shred Day--some 2 million pages of documents. . In additiom, it

was known that on several additional days in the fall of 1998, the

2 Infineon did not coin the term “Shred Day”; rather, .the
term appears in multiple in-house Rambug emails that Rambus has
disclcosged in discovery.
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shredder trucks returned to Rambue, resulting in the destruction of
additional-documente.

As of the March 17 Opiﬁion, it was also known that Lester
Vincent K“Vincent”), Rambus' former outside patent prosecution
‘counsel whe drafted many of the Rambus claims had, pursuant to
instructions from Rambus, destroyed-some documents just before

Rambus_instituted this litigation in 2000 but before Rambus sent a

letter to Infineon accusing it of infringement. Rambus, Inc., 155
F. Supp. 2d at 682. And, it was known-that, thereafter, Rambus
instructed itsiother eutside coﬁnsel to follow suit.

Furthermore, the privilege log that Rambus filed pureuant to
‘the November S5 Order showed that, in February-1998, as Karp was
developing the document retention program, Karp was also sending-
and receiving communications that are now claimed as privileged
because, according to the priﬁilege log, they allegedly are “legal

strategy in anticipation of 1litigation” and “strategic patent

litigation.” Also, about three weeks after Shred Day, Neil
Steinberg (“Steinberg”), an attorney, sent Karp a memorandum
entitled “preliminary infringement study.” Infineon argued that,

although it could not tell-precisely what the documents discuss
because of the prrvilege claims, the entries on the privilege log
showed, at 1east, that Rambus was anticipating patent litigation
during the time period that it formulated and instituted its

document purging-system.
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Infineon also pointéd to depositions of various Rambus
employees and executives. For instance, Allen Roberts, Rambus’
Vice President of Engineering, testified under oath that Karp

directed him to purge his files at least in part because “such

materials are discoverable in subsequent litigations.” Roberts
Depo., April 14, 2001, at 339. Furthermore, Tony Diepenbrock
(“Diepenbrock”), a lawyer in Rambus’ in-house legal department,

testified that one of the understood reasons behind Shred Day was
that “some of that -stuff is discoverable.” Diepenbrock Depo.,
April 11, 2001, at 207.

Also by the March 17 Opinion, it was known that the FTC
_proceedings had resulted in conclusions pertinent to the spoliation
issue. Specifically, in the FTC proceedings, the administrative
law judge denied the FTC’'s request for summary judgment based on
Rambus’ destruction of evidence, but imposed sanctions (in the form
of adverse inferences and. rebuttable presumptions) because of
Rambus’ document destruction. In so doing, the administrative law
Jjudge held:

Here, all credible evidence indicates that
Rambus knew or should have known that it could
reasonably anticipate litigation concerning
patent infringement £from the proposed JEDEC
standards for [DIRAM. . . . Certainly by the
time Rambus chose to commence 1ts document
retention programs in 1998, it knew or

reasonably could anticipate [D]RAM-related
litigation. - : '
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Order on Complaint Counsel’s Motions for Default Judgment & Oral
"Argument, Feb. 26, 2003, at é. This finding, of course, also
supports the contentions that Infineon presses here.

| Moreover, Rambus’ privilege log illustrated that Rambus was
developing both a patent litigation strategy and its document
retentioﬁ program.at the éame time. For inétance, privilege log
entries 319 and 320, which reflect memorandum written in early 1998
from Rambusg’ in-house legal départment to Karp, establish that
Rambus was developing “strategy” in “anticipation of litigatiOn,fr
at the very.same time that it was developing its document purging
sysfem. Thus, as of the Maxrch 17 Opinion, it was known that Rambus
clearly  anticipéted some type of litigation at the point it .
destroyed documents, and that, at the time, the company was taking
legal advice on document destruction.

| And, as of the March 17 Opinion,linfineon had learned of én
internal document created by Rambﬁs' intellectual property team in
June 1999 that discusses the company’s intellecpual property goals

for 1999. Rambus, Inc., 220 F.R.D. at 287. The document was among

the thirty boxes produced by Rambus pursuant to the November 5
Order. Under a heading entitled “Infringing Devices,” Rambus’
intellectual property geoals included: .

. Initiate reverse rengineering of infringing
devices as required for litigation prep.

Id. Under the heading “Licensing/Litigation Readiness,” the

company’s goals, inter alia, were:
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. Prepare licensing positions against 3
manufacturers

. Prepare litigation strategy against 1 of the 3
' manufacturers (re: 3D)

. Ready for litigation with 30 days notice

s Organize 1999 shredding éarty at Rémbusl
Id. Thus, by ﬁhe March 17 Opinion, Infineon had presented evidence
that, takeﬁ together, rather strongly indicéted that Rambus had
 éxp1icit1y linked development of its document retenﬁion policy and
the shredding of documents with the company’s:preparations for
pateﬁt litigation.

As of the Mardh 17 Opinion, however, it was not entirely clear

that the assertedly privileged documents bore a close relationship

to Rambus’ spoliation scheme. Chaudhry, 174 F.3d at 403.
Nonetheless; by March 17, Infinecn had presented evidence

‘sufficient to support a reasonable belief that a review of the at-

issue documents themselves might yield evidencé'to establish the

applicability of the crime/fraud exception. United Staﬁes V.
.~ Zolin, 491 U.S. 554, 574-75 {1989). Moreover, when reviewing the
first 10 volumes (of 48 volumes) of privileged documents ig caﬁera
-as part of the effort to ascertain the .adequacy' of Rambus’
p:ivileée log, the Court noticed several documents that supported
Infineon’'s position and bolstered the showing that it had made on
the basis of what was known on March 17. Thus, the Court undertock

an in camera review. 220 F.R.D. at 287.
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C. The Results of the In Camera Review

The privilege log filed by Rambus in this phase of the
litigation reflected 4,673 documents claimed as privileged. Each
of those documeﬁts was reviewed by the undersigned.? - The in camera
review was of all of those documents becausé, when reviewing in
camera the first ten‘volumes to ascertain the adeguacy of the
privilege log filed pursuant to the November 5 Order, it became
obvious that the privilege log misdescribed a number of documents
and inadequately described others. Further, that review of those
ten volumes disclosed a number of documents that supported
Infineon’s contention that the document destruction in which Rambus
~had engaged was part of its patent licénéing and litigatioq
strategy.

In thé early to mid-1990's, Rambué’ most significant patent
licensing relationship was with Intel Corporation. Evidence
presented . in several‘ motions and in érgumentsr in the initial
pretrial .proceedingé herein indicated that, in 1998, the

relationship with Intel -Corporation was beginning to unravel and

2% The Court considered appointing a Special Master to conduct
the review of these documents. However, after taking into account
the lengthy history of this litigation and its complex nature, as
well as the Court’s familiarity with the record, the terms and
names that appeared in many of the documents that were trial
exhibits, and the past history of the issue respecting spoilatiomn,
the Court concluded that the process of review would take
considerably longer if undertaken by someone unfamiliar with the
cage. Thus, it was concluded that the interests of efficiency and
economy, from the standpoint of the judicial system and the
parties, would be best served if the Court conducted the review
itself.
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‘that Rambus was‘of the view .that computer manufacturers were using
-its technology without a license to dd S0.

The ;g camera reviewrconfirmed what was established, in lesé
detail, by the non-privileged évidence.26 First, the review showed
that, by early 1958, Rambus tobk legal advice respecting a'patént
iicensing and litigation strategy. The in camera review disclosed
é ﬁﬁmberlof documénts, as to which privilege claims were made,‘that
ekplicitly refer to Rémbus' document ;etention program, and most of
those reflect that the program was a component of the company’s

patent licensing and litigation strategy.?

Many of those documents
Vélso show that, as of.early 1998, Rambus anticipated that it soon
would -initiate patent litigation agaiﬁst specific DRAM
manufacturers, including Infineon. Most of those documents are
dated in 1998. A few are dated in 15999 and 2000.

‘Also, the in camera review disclosed a number of documents as
to which privilege claims ‘wére made, that, although not
specifically mentioning the document review program, show that, in
laﬁe 1998 and throughout 1999 into 2000, Rambus anticipated
initiating patent litigation with specifically identified DRAM

manufacturers, including Infineon. Those documents are dated in

26 All references to “Doc. No. _ ” refer to the numbers
assigned to the documents listed in Rambus’ Revised Privilege Log
dated February 12, 2004.

7 Listed numerically, théy are: Doc. Nos. 313, 315, 317, 319,

325, 326, 327, 371, 373, 374, 375, 376, 528, 1114, 1560, 2784, and
4077. ;
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1998, 1999, and 2000, at which time, according to non-privileged
evidence (documents and depositions), Rambus was engaged in
document destruction. Those documents also reflect that, at the
,séme time it was engaged in document. destruction in late 1998, in
- 1999 and in 2000, Rambus was continuing to pursue the same patent
1iceﬁéiﬁg and 1itigationrstrategy that was formulated in early 1998
. which included the document retention program as a,cbnétituent
element .?®

The documents reviewed ;Q.camera confirm in great detail what
the non—privileged evidence strongly indicated: that, in 1998,
1999, and 2000, Rawmbus intentioﬁally destroyed a great volume of
docﬁments,‘many of which WEre of ﬁhe type that woqld likely be
relevant in the patent litigatioﬁ that Rambus was planning from
early 1998 until commencement in mid to iate 2000.?° The in camera
review confirmed that, as some of the non-privileged evidence
indicated, the destroyed documents were likely discoverable and

relevant to issues in this action.

D. Information in Briefs Filed After the March 17 Opinion
The information known as of the March 17 Opinion has been
augmented by information presented in the suppleméntal briefing

received since March 17. It will be recounted now.

?* Listed numerically, such documents are: Doc. Nos. 268, 270,
271, 279,. 358, 363, 364, 367, 644, and 2331.

2% This action was filed on August 8, 2000.
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As.indiéated previously, the March 17 Opinion reguired Rambus
to produce a number of documents claimed to be privileged; Rambus
has done so. Thereéfter, depositions were conducted, and there
have been supplemental brief; filed oh the topic of subject mattef
waiver. "~ Infineon’s brief on that issue has disclosed'addition&l
facts that pertain to the issue of spoliation.

For example, it now has been established that Rambus continued
to implemeﬁt its document destruction program through 1999 and thét
the company conducted a second }Shred Day” on August 29, 1999.
That was accomplished as part of the company’'s “IP Q3'99 Goals.”
A document by that title was fecently produced. It followed the
same format as previously’discussed quarterly intellectual pr&perty
goal documents. Under heading “3. ‘Licensiﬁg/Litigation
_Readiness," three of the listed goais for the third quarter of 1999
were: | '

E. Prepare litigation strategy against 1 of
three manufacturers (re: 3D) '

F. Ready for litigation with 30 days notice

G. Organize 1999 shredding party at Rambus

.Infineoh’s Memo. Regarding Rambus’ Waiver of the Atﬁorney-dlient &
Wdrk Product Privileges on the Subject Matter of Rambus’ Pre-Trial
Doc. Destruction, April &, 2004, Ex. 4 (hereinéfter “Infineon’s
April 6 Briefr). Also, it now has been shown, through a recent

deposition, that, in December 2000, Rambus conducted another such
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actifity, purportedly in‘connectibn with an office move. That, of
coﬁrée, was while pretrial discovery was underway,beforé the 2001
trial of this.action. infineon’s April 6 Brief, Ex. 6, at 131.

Furthermore, pursuant to a request.made by the Court during an
April 27, 2004 hearing, infineon submitted a recently disclosed
Rambus document that further confirms that Rambus Was indeed
planning litigation with DRAM manufacturers pfior to its first
_Shred Day. That documenﬁ, styled as “SSD Q499 GOALS——Reﬁ 3,7
contains the subheading “POSITION RAMBUS.FOR THE FUTURE INCLUDING
IP.” And, under that subheading, the document recounts: “Get all
infringers to license our IP with royalties < RDRAM (if it is a
broad license)'OR sue. During a recent deposition, Rambus’ former
President, David Mooring, téstified concerning that document: “I.
think it‘s a set of goals or poteﬁtial goals for 1998 that was
_probably'written in early 1998." Moériﬁg Depo., April 13, 2004, at
96.

The fbregoing is the current status of the record against

which Infineon’'s spoliation motion is to be assessed.

E. Rambusg’ Position on Spoliation

Rambus correctly notes that today virtually all companies have

document retention policies. See generally Christopher Cotton,

Document Retention Proarams .for Electronic Records: Applving a

Reasonableness ‘Standard to the Electronic Era, 24 J. Corp. L. 417

(1999} ; John M. Fedders & Lauryﬁ H. Guttenplan, Document Retention
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& Destruction: Practical, Legal, & EthicaI-Considerations, 56 Notre

Dame L. Rev. 5 (1980}; Devin Murphy, The Discovery of Electronic

_ Data in Litigation: What Practisioners & Their Clients Need to
Know, 27 Wm. Mitchell L. Rev. 1825 (2001). Rambus contends that
its document retention policy is fairly tfpical, is in accordance
with the general standards applicable to such programs, and was
adopted for legitimate business reaéons, not in anticipation of
litigation.

In support ofrthese.contentions, Rambus gqguotes from a slide

presentation that Karp gave to Rambus employees immediateiy before

Shred Day. These slides instruct émployees that, inter alia, .
documents designated és containing trade secret information should
be retained for- the life of the trade secret, that personnel
records“should.be kept for a period of three years, and that
eﬁployees should “LOOK.FOR THINGS TO KEEP” and to “LOOK FOR REASONS
TO KEEP IT.” 220 F.R.D. at 2875.

In addition, although Rambus does not aispute tﬂe fact that it
destroyed documents because of their “discoverabilityy" it suggests
that Infineon has misunderstood the true nature of Rambus’
.concerns. Rambus argues that, in the late 1990s, Karp and other
‘Rambus_executives became concerned that Rambus was keeping far too
many documents and back-up tapes and that, 1f Rambus was éver asked

to produce documents in discovery or as the result of a third-party
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subpoena, it would require wvast resources to sift through the
materials.?® PFor instance, Karp testified under oath that:

“[M]y concern was that if I was ever asked to
produce these thousands of back-up tapes,
regardless of what they concerned--they did
not just contain e-mail, they contained
everything--that it would be a task that would
be beyond the human endurance to try to figure
out what was on those things.”

Rambus, Inc., 220 F.R.D. at 286 (guoting Karp’s deposition

testimony). 1In addition, Richard Barth (“Barth”), a former Rambus
employee who testified at depositioh regarding the document
retention policy and Shred Day, stated:

“T don’t recall [Karp] being so much worried
about documents that were harmful to Rambus in
that it would reveal you know, some dastardly
secret. What I do remember is that, yeah, we
are pack rats and the amount of stuff that we
had was enormous. And the concern was that if
we had to go and grind through all that and
produce it, it would Jjust kill us. We’'d get
no engineering done. All our resources would
be consumed by plowing through old stuff.”

Id. (quoting Barth's deposition testimony). Compare with Carlucci

v. Piper Aircraft Corp., 102 F.R.D. 472, 481 (S.D. Fla. 1%984) (“The -

stated purpose. of the [document retention program] was the

elimination of documents that might be detrimental to Piper in a

3 Tn this case, Rambus has not shown how it might have been
exposed to litigation that would have called for production of
documents other than the patent litigation which it was itself
formulating in 1998, 1999, and 2000. In the FTC litigation,
however, Rambus cited testimony by Xarp that he had a general
apprehension about being drawn into some unidentified antitrust
litigation involwving Intel Corporation. -Infineon’s April 6 Brief,
Ex. 10. ' '
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lawsuit.”). Thus, although Rambus admits that it instituted its
document.retention policy out of discovery-related concerns, it
contends‘that these concerns were relatéd to the legitimate purpose
of reducing seaich._and. review costs, not for the purpbse of
eliminating poﬁentially—damaging documents that a future adve:sary
‘might discover.

The position of Rambus is significantly‘undermined by the fact
that Rambus has not shown that it was éxposed to litigation other
than the patent litigation which it was itself formulating in 1998,
1999, and 2000. Nor did the in camera document review reveal that
Rambus considered itself threatened by litigation instituted by
others. And, considering Rambus'’ assessmeﬁt thét its intellectual
property was ndt respected by othérs, it is unlikely that the need
to defend litigation brought by others was on the company’s mind at
the time. Indeed, the only litigation mentioned in Rambus’
documents is that which it intended to bfing.

In sum, although Rambus has presented evidence. that, in
concept, it structured its document retention program like a lawful
program and that some of its afticulated reasons for adopting the
policy were éonceptually valid, these arguments ignore the rather
ConVinCing‘evidence that Rambus intentionally'destroyed.potentialiy’
relevant documents notwithstanding that, when it did so, it
anticipated litigation. In any event, even 1if Rambus had been

instituting a valid purging program, it disregarded the principle
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that even valid purging programs need to be put on hold so as to
‘avéid ﬁhe destruction of relevant materials when litigation is
_“rgasonably foreseeable.” Silvestri, 271 F.3d at 590; see also
Thompson, 219 F.R;D. at 100.3

F. Analysis of the Spoliation Issue in Perspective of the

Entirg Record as Decribed Above

The Substantive legal principles which guide the assessment of
Infineon;s motion are sét forth above in DISCUSSION Section I.A.
Aé explained there, to pierce Rambus’ claims of privilege, infineon
must make a prima facie showingfthat: (1) Rambus was engaged in or
planning a scheme of spdliation and sought or used the advice of
counsel or the input of work product to fﬁrther the scheme; and (2)
: that the documents containing the privileged communicétions or work

-product bear a close relationship to Rambus’ scheme to engage'in

spoliation. Chaudhry v. Gallerizzo, 174 F.3d 394, 403 (4th Cir.

1999). For the reasons set forth below, Infineon has satisfied its

burden.

31 Rambus submits, without decisional support, that, before a
court can find spoliation, it must find that the alleged spoliator
reasonably anticipated litigation with the specific party who later
alleges the spoliation. Although the spoliation decisions tend to
arise in the context of anticipated litigation with a potentially
identified adversary, there is no decision that articulates the
rule as Rambus presents it. Moreover, Rambus’ argument is somewhat
disingenuous given that, in 1998, 1899, and 2000, Rambus had
identified a number of DRAM manufacturers, including Infineon, as
the targets of Rambus’ litigation. Hence, even if the rule were as
Rambus contends, Rambus would fall within it.
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First, as recounted above, there is already a binding holding
- that- ﬁambus knowingly and intentionally destroyed ‘documents
relevant‘tQ this case'at a time.that it reascnably antiéipated
patent litigation with specifically identified DRAM manufacturers,

" including Infineon. Rambus, Inc., 155 F. Supp. 2d at 680-83.

[Tlhe record in this case shows that Rambus
implemented a “document retention policy,” in
part, for the purpose of getting rid of
documents that might be harmful in litigation.
Rambus instituted its document retention
“policy in 1998. Clearly, Rambus contemplated
that it might be bringing patent infringement
suits during this timeframe if its licensing
efforts were not successful--its Business Plan
unequivocally states that the issuance of
JEDEC-related patents would put it in a
position to demand royalties -from semi-
conductor manufacturers. Rambus executive
Allen Roberts testified that one of the
reasons for the document destruction was that
the documents might be discoverable in future
litigation, although he also stated that the
policy was just a “house-keeping thing.”

Id. (emphasis added). And, because that finding was not appealed,
it has become the law of the case.

Second, the FTC has hela that “'[clertainly by the time Rambus
lchose to commence its doéument retention progfam in 1998, it knew
ér reasonably could anticipate [DjRAM—related.litigation.’” Rambus,
Inc., 220 F.R.D. at 286 (qﬁoting decigion of the FTC administrative
law judge). On the bésis of that finding, the administrative law
judge imposed sanctions against Rambus. Id..

Third, the record..to date shows that Rambus adeopted 1its

document retention program because it anticipated litigation with

42



DRAM manufacturers over its patents and that the document retention
program was an integrai part of the company’s patent litigation
strategy which, in turn, was an integrated component of the
company's business plap; The compény conceived and implemented the
document retention progrém in 1998, continued the program through
.1999' and even-conﬁinued it.in 2000 while‘diécovery was underway'in
this case. The record shows that the document déstructioﬁvwas orn
an enormous scale reaching ail kinds of documents with‘potential
relevance to this case and that it Was voluminous, sweeping up énd
purging millions of aocuments under the control of Rambus, both in
its own facilities and in the offices of its retained outside
patent counsel.

The record showé thaﬁ, in 1958, 1999, and 2000, Rambus
_ actgally had identified the DRAM manufacturers with whom it planned
to engage in litigation and had even devised a sophisticated system
to rate its litigation targets. In like fashion, and at the same
time, Rambus chose the wvenues in which to litigaté with its
preselected 1litigation adversaries. And,  all of - that was
accompiished as part—of the same ongéing litigation strategy of
which its document reﬁention program was. an 'integral' part.
Moreover, all of that took place while thé-document retention
program was in-operétion.

?ourth, the record establishes that the décument retenﬁion

program -was conceived and implemented with the advice and
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assistance of counsel, first Cooley Godward and later Steinberg.
Until Steinberg took over the position, the company’'s Vice
president of Intellectual Property, Karp, worked hand in glove with
"thesé lawyérs to plan and implement the document retentidn program,
as well as the patent licensingrand litigatidn strategy of which it
was a part. |

Fifth, the allegedly privileged docﬁments beaxr é‘ close
relationship to thé spoliation scheme. Many documents??
sbecificaliy’link the advice about_adopting,‘and the implementation
of, the _do¢ument retention program with the dompény's patent
licensing and litigation strategy; Others that, in 1998, 1999, and
2000, nco longer mentioh document retention, show the continuation
of the same licensing and litigation strategy while the same
document retention program continued to be implemented unabated or
altered.* It is unclear exactiy when Rambus expected to commence
the patent infringement litigation, in.which, in 1998, it was
planning to engage with DRAM manufactureré. éy August 27, 1998, a
preliminary infringement study £for a DRAM product had been
completed, the manuféctﬁrér of which was identified as a potential
litigation adversary earlier in 19298. The tekt of some of the 1998

documents permit the inference that, in 1998, the company

32 Doc. Nos. 313, 315, 317, 319, 325, 326, 327, 371, 373, 374,
375, 376, 528, 1114, 1960, 2784, & 4077.

3 DOC.VNOS. 268, 270, 271, 279,.358, 363, 364, 367, 644, &
2331. o ) ' : '
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contemplated the commencement of litigation in -1999. Later
aocumenté in 1998, however, show that, although the document
retention compénent of the litigation strategy was moving to its
initial operational stage by mid-1998 and was made operatiqnal'in'
September 1998, the company was conéidering.that litigation needed
to be delayed until 2000.- Nonetheless;_the documehtshshow that,
. through 1999, Rambus anticipated initiating, as soon as its patent:
portfolio permitted, -paﬁent litigation againsf specifically
identified DRAM manufacturers, including Infineon, in specifically
identified venues, includiﬁg this one. All the while throughbut
1999 and into 2000, Rambus was continﬁing to destroy documents.

| Thus, even though a numbef of documents datéd in 1599 and 2000
do not actually mention the wofds “document retention program,” the
lfecprd to date is that the program was a key part of the company’s
patent litigation strategy from the time that it waé implemented
until after the initiation of this action. On this record, it isA
clear that the documéﬁt retention policy is not susceptible of
separation from the overall patent litigation strategy. and, tﬁe
patent litigation strategy is, in turn, an integral part of the
company’s patent licénsing strategy. In fact, the strategy is
often termed “licensing/litigation” or “licensing and.litigation”
Strétegy. Finally, the licensing/litigation strategy is a
component of the company’s intellectual property pléns. On this

record, the 1998, 1999, and 2000 patent licensing and litigation
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documents, as herein identified, that do not mention the words
“document retention program,” nonetheless bear a close rélationship
to6 the legal advice from Cooléy Godward in 1998 and from Steinberg
in 1998 and thereafter in 1999 and 2000.

The destroyed.documents appear to have‘included mény of the
kinds of documents-usually generated in the coufse of business that
contain information that is useful in.ascertaining truth and in
' testing the validity of positions taken in litigation, g.g.., email
communications, notes of license negotiatigns, contract drafts, as
well as.inforﬁétion about activities at JEDEC. So sweeping was the
Rambus destrucﬁion that the destroyéd documents may also inélude
réverse _engineerihg documents and élaim charts and- other
‘infringement related documents.’® Thus, even though the record is
incomplete about the kinds of documents that were destroyed, thé
record developed to date confirms the holding previously made that

the destroyed documents were relevant to this case. Rambus. Inc.,

155 F. Supp. 24 at 683. Further discovery will be necessary to
flesh out the extent of the destruction and the effect of it on

this case.?

34 guch documents, to which one would have expected Rambus to
have claimed a privilege based on the other claims it has made in
this litigation, are conspicuously absent £rom Rambus’ wvarious
privilege logs.

% At oral argument, counsel for Rambus, while addressing a
document already disclosed to Infineon, advised that Rambus has not
produced to Infineon the reverse engineering documents referred to
in the document under discussion. The privilege log does not
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In sum, the record to date shows that, from early 1998 through .
2000, Rambus had in effect a document retention prbgram that was
.conceived.and impleménted és an integral part of its licensing and
litigation strategy. That- strategy, including the document
'rétention.prégranlportion thereof, was devised and implemented.with
'ﬁhe aid and advice of lawyers, both in-house énd outside. The
company’s plan was to destro? disqovérable documéhts as part of its
litigation strétegy‘and the allegedly privileged documents evince
that plan. Other e&idence shows that fhe document destruction plan
continued to be implemented throughout i999 and 2000 while the
litigation strategy of which it was a constituent element was also
in final preparation and implementation.

By any measure, on this récord, Infineon has made a prima
facie showing that Rémbus iﬁtentionally has engaged in the
spoliation of evidence and that the crime/fraud exception shouid
éperate to pierce Rambué' asserted érivileges. Chaudhry, 174 F.3&
aﬁ 403 .- Rambus’ defense to this prbof is that it established a
legitimate document reténtion prbgram. for legitimate reasons.

Rambus, Inc., 220 F.R.D. at 285-86. That defense simply does not:

square with the record as it currently stands. There is nothing
legitimate about devising and implementing a plan to destroy

documents as a core part of a patent licensing and litigation

identify such documents and the in camera review did not reveal
documents of that description. That, of course, prompts the
question: were they destroyed? '
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strategy; No decision cited by Rambus so holds. And, the Court’s
independent research has uncovered no authority to that effect.

Where, as here, Rambus intended to engage in a speciﬁied kind
of litigation, with specified, carefully selected litigation
targets in specified venues and, as part of its 'plan to do so, set
about to destroy documents relevant to those litigations, the
courts cannét sanction a document retention pfogram as 1egitimaté.
Here, the program was set up for what, on the fecord to date,
rather clearly appears to have been an impermissible_purpose-—the
destruction of relevant, discoverable documents at a time wheﬁ
Rambus'anticipated.initiating litigation to enforce its patent
rights against already identified adversafiesf Indeed, that
purpose runs contrary to the rule that there is a duty noﬁ.ﬁo
destroy documents when litigation to wﬁich ﬁhey are relevant is
anticipated. Silvestri, 271 F.3d at 591.

_Simply put, destruction of documents of evidentiary value
under those circumstances is wrongful and is fundémentally at 6dds
with the administration of justice. Such activities are not worthy
of _protection.vby' privileges that are -designed to advance thé
interests of justice because those activitiesrrun dontra;y to the
interest of justice and, in fact, they ffustrate the fair
adjudication of controversies by depriving the finder of fact of
evidence from which the truth may be discerned. Courts simply

cannot sanction the destruction of relevant evidence when
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litigation reasonably is, or should be, anticipated. Nor can
courts aliow cherished and important p?ivileges to be diminished by
pérmitting their use'£o conceal:document destfuction as practiced
by Rambus .

Document retention programs, lawfully .implemented, are
certainly permissible. Eut, even lawfﬁl prograﬁs must be suspended
or adjusted when litigation is reasonably anticipated and thé in-
place program runs the risk of destroying potentially relevant
méterials. As the record now stands, Rambqs’ conduct here deiies
that précept in that Rambus actuallyfstarted a program because it
anticipated that it would soon begin litigation. The fact that the
litigation commencement daterﬁas deferred by Rambus does not alter
that fact. Instead,.'it permits the inference that Rambus
deliberately destroyed.documenfs while it improved (in its view)r
its 1itigati$n posture and while it refihed its litigation strategy
and slightly altered its litigation targets. _ Research has
disclosed no precedent for finding that :such bonduct is legitimate
or that documént destruction under thése circumstances can bé'
clothed with propriety merely by calling it a “docuﬁent retention

 program.”

CONCLUSIGCN
For the foregoing reasons, Infineon’s Motion to Compel

Production of Documents and Testimony Relating to Rambus’s Document
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Retention, Collection And Production {(Docket No. 492) is granted.
Rambus will be required to produce the following numbered documents
(as numbered in . the privilege list dated January 293, 2004) :
Document Nos. 268, 270, 271, 279, 313, 315, 317, 3i9, 325, 32e,
327, 358, 363, 364, 367, 371; 373, 374, 375, 376; 528,‘644, 1114;
‘1960,_2331, 2784,_and a077. Also, Rambus shall‘be required:to
produce all other documents from January 1, 1998 through December
31, 2901_ that: (1) disclose or discuss the conception and
impleﬁentation of its document retention program;‘(z) disclose or'
discuss the relationéhip between the document retention program and
‘Rambus’ patent licensing and litigation strategy; (3).disclose oxr
discuss the kinds and number of documents déstroyed after the
docuﬁent rétention program was,instituﬁed; (4) disclose or discuss
Rambus’ collection and production‘of documents in this action.
Fufther, Infineon shall be permitted to take depositions on the
foregoing subjects.

THQ authorities addressed to the issue of spoliation generally’
involve requests for sanctions or'remedial measures, such sanctions
rangirig from so-called “adverse spoliation inferencesf.to outright

dismissal of the complaint. See generally, Charles R. Nesson,

Incentives to Spoliate Evidence in Civil Litiation: The Need for

Vigorous Judicial Action, 13 Cardozo L. Rev. 793 (1991). Whether

and what sanctions or remedies are appropriate depends upon a

variety of factors which are discussed in the authorities cited
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herein. The factors include, without limitation, the spoliator’s
state of mind, bad faith, the kinds of documents'destfoyed, and the
consequences of the destrﬁctibn to the adversafy’s case. Thus,
Infineon shail also be entitled to conduct discovery addressed to
thg subject of appropriate sanctions. .

To assure that thé intrusion into Rambus’ patent licensing and
litigation strategy is properly circumscribed to the facts,
privileged or otherwise, about the company’'s anticipation of
litigation froﬁ January 1, 1998 until ﬁhe'filing of.this action on
August 8, 2000, and to the destruction of décuments'under the
documént'retention plan from Januéfy 1, 1998 through the end of
discovery in this action in April 2001, Infineon shall submit a
plan of discovery for review and approval by the Court. Further to
_éssure that the depositidns are properly circumscribed as herein
indicatea, the Court will be available go supervise or, if
necessary, preside over depositions either directly or through a
Magistrate Judge.

The Clerk is directed to send a copy ‘of this Memorandum
Opinion to all counSel.of record;

‘It is so ORDERED.

- Hoorr' s Cpee

United States District Judge

Richmond, Virginia

Date: ?%43/ /g', 2004
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