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8 IN THE UNITED STATES DISTRICT COURT

9 FOR THE EASTERN DISTRICT OF CALIFORNIA
10
11 || GERAWAN FARMING, INC., Case No. 1:10-cv-00148 LJO JLT
12 Plaintiff, ORDER GRANTING PLAINTIFF’S MOTION

TO AMEND THE PROTECTIVE ORDER
13 VS.
(Doc. 86)
14
PRIMA BELLA PRODUCE, INC.,
15
Defendant.

16 /
17 This matter now comes before the Court on Plaintiff’s motion to amend the protective order.

18 || Plaintiff seeks to allow disclosure of Defendant’s gross sales (annual and cumulative in both volume and
19 || dollars) and net profits/losses (annual and cumulative) to Plaintiff’s in-house counsel, Mr. Mallery.

20 || While Defendant has agreed to allow disclosure of its gross sales information to in-house counsel,
21 || Defendant has declined to allow disclosure of its net profits/losses.

22 Upon consideration of the parties’ submitted papers and arguments at hearing, the Court
23 || GRANTS the pending motion.

24 || L. BACKGROUND

25 This is an action for trademark infringement, trademark dilution, trademark cancellation, and
26 || unfair competition. Plaintiff seeks to recover damages and injunctive relief for infringement on its
27 || “PRIMA” trademarks (United States Trademark Registration Nos. 1,441,378 and 3,592,505), which are

28 || used in the distribution of fresh produce. (Doc. 13.) Defendant contests Plaintiff’s allegations and
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brings a counterclaim to cancel United States Trademark Registration Nos. 1,441,378, 3,592,505, and
1,585,993. (Doc. 21.)

On February 25, 2011, the parties stipulated to, and the Court granted, a civil protective order
pursuant to Federal Rule of Civil Procedure 26(c). (Doc. 35.) Under the protective order, any party or
non-party can designate materials deemed highly sensitive as “Highly Confidential — Attorney’s Eyes
Only.” (Id. at §§ 2.6, 5.2.) Materials deemed “Highly Confidential — Attorney’s Eyes Only” generally
include sensitive technical information, trade secrets, source codes, certain financial information, and
strategic business plans. (Id. at § 2.6.) Access to such designated materials is generally limited to the
receiving party’s litigation counsel for this action, independent experts, the Court, and the original author
of the materials. (Id. at § 7.3.)

On May 19, 2011, Plaintiff’s litigation counsel contacted Defendant’s attorneys to request that
the protective order be amended via stipulation. (Doc. 90 at42.) The amendment would have allowed
disclosure of Defendant’s gross sales and net profits/losses to Plaintiff’s in-house counsel for the purpose
of settlement and trial. (Id.) Defendant agreed only to the disclosure of its gross sales information. (Id.
at 9 3.) Thus, on May 27, 2011, Plaintiff filed the instant motion to amend the protective order. (Doc.
86.) The parties filed a joint statement regarding the dispute on June 13, 2011 (Doc. 89) and appeared
for hearing on the matter on June 20, 2011.

II. DISCUSSION

A court may issue, upon motion and a showing of good cause, a protective order to shield any
party from undue burdens arising from discovery. Fed. R. Civ. P. 26(c)(2). Once the protective order
has been entered, a party seeking to modify the protective order carries the initial burden of showing

“good cause.” CytoSport, Inc. v. Vital Pharmaceuticals, Inc., No. CIV S-08-2632 FCD/GGH, 2010 U.S.

Dist. LEXIS 45602, at *6 (E.D. Cal. May 10, 2010) (citations omitted). The moving party must show
how the protective order in its current form prejudices its ability to litigate its case. Id. If the moving
party meets its burden, the court must then balance the need for modification against any risk of injury

to the non-moving party, including the risk of inadvertent disclosure of otherwise confidential material.
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See id. (citing Intel Corp. v. VIA Techs., Inc., 198 F.R.D. 525, 528 (N.D. Cal. 2000)).!
11

A. Good Cause

Plaintiff contends that there is good cause to modify the protective order because disclosure of
Defendant’s gross sales and net profits/losses to Plaintiff’s in-house counsel is necessary for evaluating
potential settlement, by evaluating the wisdom of settlement against the potential recovery if this case
proceeds to trial. (Doc. 89 at 2-3.) Moreover, counsel does not have settlement authority. Thus, unless
counsel is able to disclose the profit information to Mr. Mallery, he cannot obtain settlement authority.

Plaintiff notes that there is good cause from a case management perspective as well. Plaintiff
asserts that in-house counsel supervises the litigation of this action at Gerawan and reviews the party’s
discovery responses. (Id. at 13.) Plaintiff argues in this regard that it is unable to fully respond to
Defendant’s discovery request for damage calculations because in-house counsel is barred from
reviewing the calculations under the protective order. (Id.)

The Court finds Plaintiff’s argument persuasive. As a general matter, courts have recognized
that disclosure of sensitive financial information to an opponent’s in-house counsel may be necessary

for evaluating settlement. See, e.g., Shared Memory Graphics, LLC v. Apple, Inc., No. C-10-2475 VRW

(EMC), 2010 U.S. Dist. LEXIS 125184, at *8 (N.D. Cal. Nov. 12, 2010) (finding that the protective
order should permit in-house counsel access to sensitive sales and profit information so that in-house

counsel could fully participate in settlement negotiations); Vasudevan Software, Inc. v. International

Business Machines, No. C09-05897 RS (HRL), 2010 U.S. Dist. LEXIS 100835, at *7-8 (N.D. Cal. Sept.

14,2010) (“[ T]he Court is sensitive to the fact that in-house counsel to a party, in most circumstances,
needs to have some access to the opposing party’s confidential financial information to understand the
potential damages at issue and thus make an informed decision with respect to any possible settlement

of the lawsuit.”). The need for such disclosure is particularly acute here because Mr. Mallery will play

'The Court notes that § 7.3 of the stipulated Protective Order signed by this Court on February 25,2011, anticipates
the Court’s authority to issue orders allowing disclosure of “Highly Confidential-Attorneys’ Eyes Information.” (Doc. 35 at
11)
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a central role in any settlement decision by Plaintiff.*> Plaintiff is relying in large part on Mr. Mallery
to make all settlement recommendations, as made evident by his participation in the settlement
conference held on February 14, 2011, his regular attendance at depositions and his assistance in
preparing discovery responses.

Plaintiff’s heavy reliance on Mr. Mallery to make a settlement recommendation in this case, not
only demonstrates the prejudice that would result if he were denied access to profit information, but it
also differentiates this case from others where disclosure of confidential information to an in-house
counsel was not deemed to be good cause. For example, in Intel, the plaintiff sought to modify a
protective order to allow disclosure of all confidential materials to its senior in-house counsel. 198
F.R.D. at 528. The plaintiff maintained that the “specialized knowledge of in-house counsel was
necessary to supervise the litigation.” Id. In-house counsel, according to the plaintiff, needed to be in
a position to understand the issues, assess the strength of the case, and plan general strategy. Id. The
court, however, disagreed. The court found that the plaintiff’s general and sudden need for its in-house
counsel to participate in the litigation did not constitute good cause. Id. at 528-29. The plaintift’s was
already adequately represented by its outside counsel. Id.

Defendant attempts to undermine the relevance of any disclosure of net profits/losses. (Doc. 89
at 15-17.) Defendant argues that it has already agreed to the disclosure of sales information to in-house
counsel. (Id. at 15.) Defendant asserts that disclosure of its net profits/losses would not provide any
additional information that would meaningfully aid in-house counsel in evaluating Plaintiff’s damages
or settlement position. (Id. at 16-17.) Defendant explains that if Plaintiff succeeded in this action and
obtained an award for disgorgement of profits, Plaintiff would not be entitled to all of Defendant’s net
profits. (Id. at 16.) Defendant asserts that Plaintiff would only be entitled to recover those profits that
have a sufficient nexus with the alleged infringement activity. (Id.) Thus, in Defendant’s view, its total
net profits/losses is a poor measurement of what Plaintiff may actually recover, even if it is successful
in this case. (Id. at 16-17.)

It appears that, in response to discovery requests, PBI has produced its total gross sales amounts,

rather than limiting disclosure only to those activities “that have a sufficient nexus with the alleged

2All counsel agreed that settlement is still an option.

4
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infringement activity.” (Doc. 89 at 15-17.) In this same vein, apparently, PBI has produced its net
profits/losses for all sales activities. Id. Thus, the only information provided to the Court is that this is
the information upon which Plaintiff’s settlement decisions must be based. Had PBI demonstrated that
it produced only gross sales and net profit/losses for those activities that are tied to the alleged infringing
conduct, the Court would likely be issuing a different order. However, the Court cannot reformulate the
discovery efforts or the information that the parties have chosen to share in addressing this motion.

On the other hand, under 15 U.S.C. § 1117(a), a plaintiff may recover “(1) defendant’s profits,
(2) any damages sustained by the plaintiff, and (3) the costs of the action.” In awarding profits, the court
is obligated to assess the defendant’s profits based upon evidence of defendant’s sales, as proven by the
plaintiff, and “all elements of cost or deduction claimed,” as proven by the defendant. 15 U.S.C. §
1117(a). Based upon the circumstances of the matter, the court may award “any sum above the amount
found as actual damages, not exceeding three times such amount” so long as the award is, in the court’s
discretion, just. Id. Thus, given this procedure, the Court agrees with Defendant that any award in this
case will not simply be the amount of profit that is claimed by Defendant in its financial documents.
Nevertheless, Defendant’s past, reported profit figures are pertinent because they provide Plaintiff with
a basis upon which to evaluate the potential recovery against the risks of trial and, therefore, to develop
a settlement strategy.

Finally, Defendant argues that Plaintiff cannot recover profits under § 1117(a) because Plaintiff
cannot prove willful infringement. (Doc. 89 at 14-15.) However, whether Plaintiff can ultimately prove
willful infringement (or whether a showing of willful conduct is even required for an accounting remedy)
is a matter for another day. The Court declines Defendant’s invitation to use this discovery proceeding
to evaluate the merits of Plaintiff’s case.

B. Risk of Injury

The predominant risk of injury to Defendant under the proposed amendment is the potential for
inadvertent disclosure of confidential material by in-house counsel once this litigation concludes. As
Defendant is quick to note, “in-house counsel who is exposed to a competitor’s confidential information
often cannot simply forget what he or she has learned[.]” (Doc. 89 at 17) (quoting Vasudevan, 2010 U.S.
Dist. LEXIS 100835, at *8.)
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To evaluate the risk of inadvertent disclosure by counsel, a court must examine “all the risks and

safeguards surrounding inadvertent disclosure” on a counsel-by-counsel basis. Brown Bag Software v.

Symantec Corp., 960 F.2d 1465, 1470 (9th Cir. 1992). A “crucial factor” in this determination is the

relationship between counsel and the party demanding access to confidential material. Id. (citing U.S.

Steel Corp. v. United States, 730 F.2d 1465, 1468 (Fed. Cir. 1984)). The risk of inadvertent disclosure

is particularly acute when counsel is engaged in “competitive decisionmaking” for the party; “that is,
[when counsel advises] on decisions about pricing or design ‘made in light of similar or corresponding
information about a competitor.”” Brown Bag, 960 F.2d at 1470 (quoting U.S. Steel, 730 F.2d at 1468
n.3)). Other relevant factors include the sensitivity of the materials at issue and the demanding party’s
ability to develop its case through other discovery. Brown Bag, 960 F.2d at 1470.

Here, the record does not show that Gerawan’s in-house counsel is engaged in any “competitive
decisionmaking.” To be sure, Gerawan is not a large company equipped with a vast army of in-house
counsel. See CytoSport, 2010 U.S. Dist. LEXIS 45602, at *10-11 (the risk of inadvertent disclosure may
be compounded where the demanding party is a relatively small company with few in-house counsel).
However, Plaintiff explicitly asserts that its in-house counsel does not serve any executive or non-legal
functions at Gerawan. (Doc. 90 atq 5.) More importantly, Plaintiff asserts that in-house counsel does
not provide advice to Gerawan on pricing or product design; is not involved in product development,
marketing, or sales; does not have an ownership interest in Gerawan; and is not related to any principal
of Gerawan. (Id.)

In the face of Plaintiff’s assertions, Defendant has not provided convincing evidence showing
that in-house counsel is insufficiently removed from Gerawan’s strategic decisionmaking. Defendant
points to a January 7, 2011 article published in the Reedley Exponent to show that Mr. Mallery “wears
more than one hat for Gerawan.” (Doc. 89 at 17 n.5.) The article contains several quotes from in-house
counsel and refers to him as “corporate counsel for Gerawan Farming and general project manager.”
(Doc. 91, Ex. 2.) However, there is no indication in the article regarding the meaning of “general project
manager.” Nor has Defendant attempted to verify this information or explain what responsibilities might
be associated with a “general project manager.” Notably, the article speaks only of Gerawan’s new

ventures in the mining industry. (Id.) Thus, even if in-house counsel was somehow involved in these
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unrelated endeavors, the Court is hard-pressed to see how this is relevant to the issue now before the
Court.?

Even assuming that Mr. Mallery has some indirect effect on competitive decisionmaking,
inadvertent disclosure does not pose a grave threat to Defendant. The only confidential information at
issue here is Defendant’s past net profits/losses. This is not a situation where Defendant is attempting
to protect trade secrets or sensitive technology components contained in its products. As another court
recognized, where disclosure involves focused financial information, the risk to the party opposing the

disclosure is “substantially lessened.” Shared Memory Graphics, 2010 U.S. Dist. LEXIS 125184, at *7;

cf. Intel, 198 F.R.D. at 530 (disclosure of the technical aspects of products, licensing agreements, and
marketing information may provide the party seeking disclosure a real competitive advantage). Thus,
balancing the factors set forth in Brown Bag, the Court concludes that the risk of injury to Defendant,
including the risk of inadvertent disclosure of confidential material, does not outweigh Plaintiff’s need
for modifying the protective order in this case.
III. CONCLUSION
In sum, Plaintiff has shown good cause for modifying the protective order in this case. Access
to Defendant’s gross sales and net profits/losses by Plaintiff’s in-house counsel is critical to evaluating
settlement options. In the face of this need, the risk of inadvertent disclosure of confidential material
by in-house counsel is slight. In-house counsel appears to be adequately cordoned off from engaging
in any “competitive decisionmaking.”
Accordingly, it is HEREBY ORDERED:
1. According to § 7.3 of the Stipulated Protective Order, Plaintiff’s May 27, 2011 motion
to amend the protective order (Doc. 86) is GRANTED;
2. Plaintiff’s counsel may disclose to Plaintiff’s in-house counsel, Michael Mallery
Defendant’s annual and aggregate gross sales (in dollars) and Defendant’s annual and
aggregate net profits and/or net losses;

3. Before the disclosure occurs, Mr. Mallery SHALL sign the “Consent to be Bound by

*More importantly, the Court has been provided no insight into why Defendant believes that Mr. Mallery, as an
officer of the Court, would not abide by the protective order or would ignore the very serious sanctions that this Court would
impose if a willful violation occurred.
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Protective Order Highly Confidential-Attorneys’ Eyes Only Material” form that is

attached to the stipulated Protective Order as Exhibit B.

IT IS SO ORDERED.

Dated: June 22,2011 /s/ Jennifer L. Thurston
UNITED STATES MAGISTRATE JUDGE




