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Introduction 

ZTE has been unable to comply with the Court's orders regarding the deposition of Guo 

Xiaoming ("Mr. Guo") and the production of documents from more than 100 ZTE custodians.  

While these failures are sanctionable under Rule 37(b), the sanctions sought by Vringo are far 

too extreme.  Vringo asks for everything:  (1) default judgments on each of its breach of contract 

and fraudulent inducement claims in the NDA case (14 Civ. 4988), (2) dismissal of ZTE's breach 

of contract claim in the FRAND case (15 Civ. 986) and (3) default judgments on each of the 

declaratory judgment and breach of contract counterclaims in the FRAND case.  Such harsh and 

varied sanctions would not be "commensurate with the non-compliance" by ZTE and would not 

be consistent with current Supreme Court and Second Circuit authority on Rule 37(b) sanctions. 

ZTE also arguably violated the TRO entered in the NDA case in August 2014, when it 

disclosed NDA-protected information to its public relations consultant, Edelman.  This may be a 

punishable act, but it is not punishable under Rule 37(b), which applies only to violations of 

discovery orders.  To punish a violation of the TRO, Vringo would need to establish the well-

recognized requirements for holding a party in contempt of a court order.  Vringo has not even 

attempted to do that here. 

Most of Vringo's motion is devoted to reciting a miscellany of conduct by ZTE in the 

NDA case that the Court has found to be inappropriate if not improper.  Vringo appears to be 

hoping that, having been reminded of past transgressions, the Court will "throw the book" at 

ZTE and preclude its day in court through default judgments and dismissals.  We respectfully 

submit that this would be inconsistent with due process and Rule 37(b). 
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Relevant Background 

Vringo and ZTE are engaged in a global dispute over alleged infringement of patents 

owned by Vringo.  Beginning in October 2012, Vringo initiated patent infringement litigation 

against ZTE in Australia, Brazil, France, Germany, India, Malaysia, the Netherlands, Romania, 

Spain and the United Kingdom.  The patents at issue include both declared standard essential 

patents ("SEPs") and other patents. 

The cases before this Court are offshoots of this global patent dispute.  Although 

consolidated for discovery purposes, the two cases are distinct and different.  In one case, Vringo 

has sued ZTE for breach of contract and fraud arising from a non-disclosure agreement (the 

"NDA") entered in connection with settlement negotiations.  In the other, ZTE has sued Vringo 

for breach of contract based on Vringo’s failure to license SEPs to ZTE on terms that are fair, 

reasonable and non-discriminatory ("FRAND").  In the FRAND case, Vringo also has filed 

counterclaims for declaratory judgment (asking for a determination of FRAND terms) or, in the 

alternative, for breach of contract. 

Disclosures of NDA-Protected Information 

The parties entered into the NDA in December 2013 shortly before a meeting between 

Vringo and ZTE in Shenzhen, China.  At the meeting, Vringo distributed copies of a 40-page 

presentation to ZTE.  As described in Vringo's Second Amended Complaint, the 40-page 

presentation contained "pricing terms" and a "roadmap" that were "highly sensitive and 

confidential business information."  (SAC ¶ 42, D.I. 145.)1  The presentation also included an 

"opening settlement offer" that "was expressed in a dollar amount."  (Id. ¶ 43.)  Because it was a 

document exchanged during discussions, information contained in the 40-page presentation 

                                                 
1 Unless otherwise indicated, cites to the docket refer to the NDA case, 14 Civ. 4988.  
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qualifies as "Confidential Information" under the NDA and is subject to the restrictions of the 

NDA. 

The Court has already determined that ZTE breached the NDA by attaching the 40-page 

presentation to an anti-monopoly complaint filed by ZTE in Shenzhen, China in February 2014.  

[D.I. 91]  In addition, several other disclosures of NDA-protected information have taken place.  

The disclosures, however, have not been identical.  In some instances, the entire 40-page 

presentation has been disclosed.  This happened when ZTE filed its anti-monopoly complaint in 

Shenzhen and also when ZTE filed a complaint with China's National Development and Reform 

Commission ("NDRC") in April 2014.  In others, only the opening settlement offer from the 

40-page presentation—a dollar amount—was disclosed.  This number was disclosed to Margaret 

Wang of Google when ZTE forwarded a draft of ZTE's NDRC complaint to her in April 2014.  

The number also was included in internal reports on the Vringo dispute distributed within ZTE, 

one of which was forwarded to Mark Lee of Edelman, a PR firm used by ZTE, in August 2014.  

(See Vringo Ex. A.) 

The disclosure to Edelman in August 2014 (the "Edelman Disclosure") occurred after the 

Court entered a TRO forbidding any breach of the NDA.  [D.I. 13]  When counsel for ZTE 

learned of the disclosure, we promptly notified the Court.  [D.I. 204] 

Discovery Provided by ZTE 

ZTE now has provided a great deal of discovery to Vringo.  ZTE has produced thousands 

of pages of documents, including copies of communications with the NDRC and copies of the 

e-mails disclosing the opening settlement offer to Google and Edelman.  ZTE has also produced 

e-mail and other documents from the files of Mr. Guo.  Admittedly, the Court has found this 

document production to be inadequate, and has ordered ZTE to search for and produce 
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documents from more than 100 additional custodians who received internal reports on the 

Vringo situation.  [D.I. 192]  Accordingly, ZTE is devoting substantial resources (at considerable 

expense) to collect, search and produce documents from the files of those individuals.  These 

efforts are detailed in the Declaration of Charles M. McMahon previously submitted to the Court 

(the "McMahon Declaration").  [D.I. 160 in 15 Civ. 986]  

ZTE has made relevant employees available for two-day depositions in New York (with 

the one notable exception of Mr. Guo).  To date, Vringo has taken the depositions of five ZTE 

witnesses.  At least four more witnesses now have obtained visas to travel to New York and ZTE 

has offered dates for their depositions in September 2015.  In addition, ZTE has produced two 

witnesses to testify in New York as corporate representatives of ZTE pursuant to Rule 30(b)(6) 

on more than 50 topics relevant to both the NDA case and the FRAND case.  (See, e.g., Vringo 

Ex. B.) 

Finally, ZTE has responded to voluminous written discovery, including 30 interrogatories 

and more than 750 requests for admission, covering both the NDA case and the FRAND case.  In 

some instances, Vringo has demanded or moved to compel additional interrogatory responses 

from ZTE, and ZTE has supplemented its responses accordingly.  (See, e.g., Vringo Ex. J (ZTE's 

Fifth Supplemental Responses to Vringo's First Set of Interrogatories).)  Indeed, Vringo 

admittedly has learned about some disclosures of NDA-protected information—including the 

Google and Edelman disclosures—by reading supplemental interrogatory responses provided by 

ZTE.  (See Vringo Br. at 8 (disclosure to an NDRC consultant named Zhang Leiyong).) 

Failure to Comply with Discovery Orders 

Although ZTE has provided a good deal of discovery in these cases, ZTE has been unable 

to comply with the Court's order directing ZTE to produce Mr. Guo for a deposition in New 
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York.  [D.I. 167]  Because Mr. Guo refused to travel to the United States, ZTE offered to pay all 

costs associated with conducting a deposition of Mr. Guo in Hong Kong.  When Vringo refused 

that offer, ZTE filed a motion to modify the Court's July 24, 2015 Order to permit a deposition in 

Hong Kong.  [D.I. 198]  The Court denied that motion in no uncertain terms on August 11, 2015, 

and invited ZTE and Mr. Guo to reconsider their position.  [D.I. 218]  ZTE promptly notified 

Vringo that ZTE remains unable to comply with the Court's orders.  (Ex. A.) 

ZTE also has been unable to comply with a deadline set by the Court for the production 

of documents.  On July 30, 2015, Vringo filed a motion to compel "complete document 

production" demanding that ZTE search the files of more than 100 additional ZTE employees 

who received reports containing the opening settlement offer.  [D.I. 178]  On August 4, 2015, the 

Court entered a Memorandum Endorsement granting the motion.  [D.I. 192]  Specifically, the 

Court ordered: 

[O]n or before August 18, 2015, (1) ZTE and its affiliate shall produce all 
responsive documents from all ZTE custodians' electronic and hardcopy files, and 
from all of ZTE's internal networks, and (2) ZTE's U.S. outside counsel shall file 
one or more affidavits or declarations fully setting forth the measures they have 
taken to ensure that they and their clients have complied with all obligations to 
preserve relevant documents and to produce those required to have been and to be 
produced in these cases. 

In response to this order, ZTE immediately began imaging hard drives and collecting documents 

from the more than 100 additional custodians specified in Vringo's motion.  This required 

collection from employees located in 22 cities in 14 different countries.  [D.I. 160 in 15 Civ. 986, 

¶ 7]  It also required the processing of a massive amount of data so that search terms provided by 

Vringo could be run on the documents collected.  Finally, search results had to be reviewed by 

Mandarin-speaking attorneys to identify responsive documents and for privilege.  

Despite these efforts, ZTE was unable to comply with the two-week deadline set by the 

Court.  ZTE was able to produce some documents by August 18, 2015.  ZTE also filed 
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declarations from its U.S. counsel detailing document preservation and collection efforts made 

by ZTE during the course of the case.  [D.I. 227, 228 & D.I. 159, 160 in 15 Civ. 986]  ZTE has 

continued to review and produce documents to Vringo on a rolling basis.  In a letter to the Court 

on August 18, 2015, counsel estimated that ZTE would be able to complete this document 

review and production by September 25, 2015.  [D.I. 226]  We now estimate that process will be 

completed by mid-October 2015. 

Argument 

I. Sanctions Under Rule 37(b) Should be Commensurate with the Non-Compliance. 

Rule 37 provides for a range of sanctions for failure to comply with discovery orders, the 

harshest of which are dismissal and default judgment.  See Fed. R. Civ. P. 37(b)(2)(A).  The 

Supreme Court has emphasized, however, that the discretion to impose these sanctions is not 

unfettered: 

Rule 37(b)(2) contains two standards—one general and one specific—that limit a 
district court's discretion.  First, any sanction must be "just"; second, the sanction 
must be specifically related to the particular "claim" which was at issue in the 
order to provide discovery.  

Ins. Corp. of Ireland, Ltd. v. Compagnie des Bauxites de Guinee, 456 U.S. 694, 707, 102 S. Ct. 

2099, 2107 (1982).  In the words of the Second Circuit, "the severity of sanction must be 

commensurate with the non-compliance."  Shcherbakovskiy v. Da Capo Al Fine, Ltd., 490 F.3d 

130, 140 (2d Cir. 2007).  For this reason, decisions imposing the harshest sanctions of dismissal 

and default judgment generally involve situations in which parties have refused to provide 

discovery that would be central to a claim or defense.  See John B. Hull, Inc. v. Waterbury 

Petroleum Prods., Inc., 845 F.2d 1172 (2d Cir. 1988) (failure to provide interrogatory responses 

concerning damages); Cine Forty-Second Street Theatre Corp. v. Allied Artists Pictures Corp., 

602 F.2d 1062 (2d Cir. 1979) (same).  In other cases, even those involving egregious conduct, 
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less severe sanctions have been deemed appropriate.  See, e.g., Chevron Corp. v. Donziger, 296 

F.R.D. 168, 220 (S.D.N.Y. 2013) (drawing adverse inference and precluding evidence as 

discovery sanctions for failure to produce documents). 

A. Failure to Make Mr. Guo Available for a Deposition in New York. 

ZTE does not dispute that it has failed to comply with the Court's orders relating to 

Mr. Guo.  The Court therefore has the authority to impose sanctions under Rule 37(b).  We 

respectfully submit, however, that the sanctions proposed by Vringo—default judgment in the 

NDA case as well as dismissal and default judgment in the FRAND case—would not be 

appropriate.   

Vringo has not established that testimony from Mr. Guo would be central to any claim or 

defense in either the NDA case or the FRAND case.2  There is evidence that Mr. Guo gave his 

approval to certain legal and public relations countermeasures against Vringo (countering the 

litigation and public relations measures taken by Vringo).  (See Ex. B.)  These countermeasures, 

however, were developed and implemented by subordinate executives—including Shen Jianfeng, 

Shen Nan and Hu Yi—who have appeared for depositions in New York.  The countermeasures 

were also the subject of a corporate representative deposition pursuant to Rule 30(b)(6).  (See Ex. 

C.)  Vringo offers no reason to believe that information about these countermeasures—let alone 

"case dispositive" information—is missing from the case because Mr. Guo has not appeared for a 

deposition. 

                                                 
2 Testimony from Mr. Guo would not be relevant to ZTE's breach of contract claim in the FRAND case, which 

is based entirely on Vringo's conduct.  Vringo’s breach began in October 2012 when it filed the first patent 
infringement lawsuit seeking an injunction against ZTE in the United Kingdom less than two weeks after initially 
contacting ZTE and before making any specific patent license offer.  [D.I. 1 in 15 Civ. 986, ¶ 25]  Testimony from 
Mr. Guo also would not establish that ZTE owed contractual obligations to Vringo, which is a critical predicate for 
Vringo's breach of contract counterclaims in the FRAND case.  
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Apart from acting in a supervisory capacity and giving high-level approvals, Mr. Guo 

does not appear to have been involved in any of the events relevant to these cases.  Vringo does 

not contend that Mr. Guo was involved in any meetings or other direct communications with 

Vringo, whether in connection with licensing negotiations, the NDA or ongoing patent litigation.  

Moreover, there is no allegation that he was personally involved in any disclosure of NDA-

protected information.  For these reasons, Vringo's ability to present its case at trial is not 

materially affected by the failure of Mr. Guo to appear for a deposition.3 

Other mitigating circumstances likewise counsel against imposition of the harshest 

sanctions available under Rule 37(b).  The Court may consider that Mr. Guo objected only to the 

location of the deposition, not to the deposition itself.  Indeed, ZTE offered to pay the full cost of 

conducting the deposition in Hong Kong.  Even though fact discovery is now concluded, ZTE 

remains willing to make Mr. Guo available for a deposition either in Hong Kong or by video 

conference.  

The Court may also consider that ZTE lacks any practical means of forcing Mr. Guo to 

travel to the United States.  ZTE cannot frog-march Mr. Guo to the airport and put him on a 

plane against his will.  In theory, ZTE could terminate Mr. Guo's employment based on his 

refusal to travel, but that would not result in a deposition in New York.  Worse, termination of 

his employment would make Mr. Guo unavailable for a deposition even in Hong Kong. 

Taking all these factors into account, the harshest sanctions would not be appropriate for 

ZTE's failure to make Mr. Guo available for a deposition in New York.  We respectfully request 

                                                 
3 Vringo appears to agree, at least with respect to the FRAND case.  Vringo states that "documents already 

produced in this case demonstrate that ZTE acted in bad faith during negotiations with Vringo . . . ."  (Vringo 
Br. 12.)  The availability of such documents suggests that Vringo has not been deprived of the ability to prove bad 
faith at trial, irrespective of Mr. Guo’s deposition testimony. 
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that the Court consider lesser sanctions relating to Mr. Guo, including one or more of the 

following: 

• Ordering ZTE to pay Vringo's reasonable attorneys' fees and other expenses 
associated with seeking Mr. Guo's deposition; 

• Precluding ZTE from introducing as evidence at trial any statement by 
Mr. Guo; and/or 

• Precluding ZTE from objecting to the admissibility at trial of any document 
concerning Mr. Guo or containing any statement by Mr. Guo. 

These lesser sanctions are reasonably tailored to place Vringo in the same position it would 

occupy if Mr. Guo had appeared for a deposition in New York, and are much more appropriate 

under the circumstances than the drastic sanctions proposed by Vringo. 

B. Failure to Meet the Court's Document Production Deadline. 

ZTE also does not dispute that it has failed to comply with the document production 

deadline set in the August 4, 2015 Order.  ZTE is still working, however, to produce the 

documents required by the Order, as is detailed in the McMahon Declaration.  [D.I. 160 in 

15 Civ. 986]  Thus, ZTE can and will comply with the substance of the Order by producing 

documents from the files of more than 100 additional custodians who received reports containing 

Vringo's opening settlement offer.  ZTE's non-compliance stems from failing to complete that 

production within the two-week timeframe ordered by the Court.4 

                                                 
4 Vringo also complains about possible spoliation because ZTE did not take affirmative steps to preserve the 

e-mail of these custodians earlier in the litigation.  According to Vringo, this thwarted Vringo's ability to "determine 
whether any of those 100 employees had further disseminated NDA material."  (Vringo Br. 3.)  While we cannot 
rule out the possibility that some e-mails may have been deleted, the e-mails would show, at most, additional 
disclosures of the opening settlement offer similar to the disclosures to Google and Edelman.  As for the FRAND 
case, Vringo has offered no evidence or allegation that these 100 employees have any particular relevance or that 
Vringo has been deprived of information from these individuals bearing specifically on FRAND issues. On the 
contrary, ZTE has already produced documents from the custodians most likely to have information relevant to the 
FRAND case, all but one of whom received hold notices twice: in July 2014 (seven months before ZTE filed the 
FRAND case) and again in May 2015.  The final FRAND custodian, whom ZTE identified during the course of 
discovery, received the May 2015 hold notice.  [D.I. 159 in 15 Civ. 986, ¶¶ 4, 6]   
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The reason for ZTE's inability to meet the Court's deadline is the sheer amount of data 

that ZTE has been ordered to collect, search and review for production.  Just the processing of 

data from more than 100 custodians so that search terms can be applied is a time-consuming 

exercise over which ZTE and its lawyers have little control.  Compounding the difficulty, the 

vast majority of documents collected are in Mandarin Chinese, and therefore can be reviewed for 

responsiveness and privilege only by Mandarin-speaking attorneys.5 

Given that ZTE is making substantial efforts to comply with the August 4, 2015 Order, 

the harshest sanctions available under Rule 37(b) would not be appropriate.  We respectfully 

request that the Court consider lesser sanctions designed to ensure that Vringo suffers no 

prejudice from the delay, including one or more of the following: 

• Ordering ZTE to pay Vringo's reasonable attorneys' fees and other expenses 
associated with seeking this additional document production; and/or 

• Permitting Vringo to take additional depositions of ZTE witnesses concerning 
the documents produced notwithstanding the close of fact discovery. 

Sanctions such as these would put Vringo in more or less the same position that it would have 

occupied if the documents had been produced on time. 

II. Sanctions Under Rule 37(b) Are Not Available for the Edelman Disclosure. 

Vringo cites the Edelman Disclosure as a violation of the TRO entered on July 7, 2014, 

but the only sanctions Vringo seeks are the "case dispositive" sanctions—default judgment and 

dismissal—available under Rule 37(b).  By its plain terms, Rule 37(b) applies only to violations 

of discovery orders.  Tellingly, Vringo does not cite any authority for the application of 

                                                 
5 These challenges are described more fully in the McMahon Declaration.  [D.I. 160 in 15 Civ. 986] 
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Rule 37(b) to violations of other court orders, including TROs or injunctions.  Accordingly, 

Vringo's request for Rule 37(b) sanctions arising from a violation of the TRO should be denied.6 

A TRO violation may be punishable as contempt of court, but there are well-recognized 

requirements for entry of a contempt order.  Specifically, "a movant must establish that (1) the 

order the contemnor failed to comply with is clear and unambiguous, (2) the proof of 

noncompliance is clear and convincing, and (3) the contemnor has not diligently attempted to 

comply in a reasonable manner."  King v. Allied Vision, Ltd., 65 F.3d 1051, 1058 (2d Cir. 1995) 

(citations omitted).  Here, Vringo has neither moved for a contempt order nor argued that the 

requirements for a finding of contempt are satisfied.  Therefore, Vringo's motion for sanctions 

relating to the Edelman Disclosure should be denied without prejudice to Vringo separately 

moving for a contempt order.7  

III. ZTE Has Complied with Court Orders Concerning Chinese Government 
Communications.   

The alleged non-compliance with the Court's May 14, 2015 Order and Magistrate Judge 

Maas's July 28, 2015 Order is the subject of a separate motion by Vringo.  [D.I. 193]  ZTE's 

position is set forth fully in its opposition brief [D.I. 213] and need not be repeated here.  Suffice 

                                                 
6 Vringo also cites Rule 26(g)(3), which provides for sanctions for improper certification of discovery 

responses.  Although it appears that Hu Xin certified certain interrogatory responses that were incomplete, ZTE has 
since supplemented and corrected these responses.  Vringo does not claim to have been harmed by any incorrect 
certification and does not appear to be seeking any relief specific to Rule 26(g)(3). 

7 If the Court chooses to treat Vringo's motion as a motion for a contempt order, the motion should be denied.  
Among other reasons, the TRO in this case is not clear and unambiguous.  Rule 65(d) requires a TRO to "describe in 
reasonable detail—and not by referring to the complaint or other document—the act or acts restrained or required."  
Fed. R. Civ. P. 65(d)(1)(C).  The TRO in this case—using language proposed by Vringo—does not meet this 
requirement because it refers to another document, the NDA, to describe the acts restrained.  [D.I. 13]  Moreover, 
the NDA itself is ambiguous about disclosures to "personnel and representatives" of ZTE.  The NDA permits 
disclosure of information to such persons on a "strictly 'need to know'" basis, but does not define what "need to 
know" means or state who is entitled to make the determination that a particular representative has a "need to 
know."  (See Ex. D.)  Because of this ambiguity, it is open to question whether the disclosure to ZTE's 
representative, Edelman, violated the NDA at all. 
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it to say that ZTE has never refused to comply with these Orders and, indeed, has complied with 

them by producing documents and providing supplemental interrogatory responses. 

Vringo also complains about the state secret review being done in connection with ZTE's 

current document production, which ZTE disclosed in the McMahon Declaration.  [D.I. 160 in 

15 Civ. 986, ¶ 15]  Vringo's statement that ZTE is "likely withholding documents" (Vringo Br. 4) 

is unfounded.  In fact, ZTE has informed Vringo that no responsive documents have been 

withheld to date based on the state secrets review.  (Ex. E.)  In the unlikely event that ZTE 

withholds a responsive document from its current production based on Chinese state secrets law, 

ZTE will promptly give notice to Vringo.8 

  

                                                 
8 Vringo does not dispute that a Chinese state secrets law exists and that sanctions for violating the law can be 

severe.  (See Vringo Ex. C.)  ZTE's situation is not unlike that of a U.S. government contractor, which would be 
prohibited by law from disclosing classified government information.  See generally 32 C.F.R. Part 2001, Subpart E.   
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