Valvoline Instant Oil Change Franchising, Inc. et al v. RFG Qil, Inc.
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UNITED STATESDISTRICT COURT
SOUTHERN DISTRICT OF CALIFORNIA

VALVOLINE INSTANT OIL
CHANGE FRANCHISING, et al.,

Doc. 98

CASE NO. 12¢v2079-GPC(KSC)
ORDER RE JOINT MOTION FOR

Plaintiffs, DETERMINATION OF DISCOVERY

VS. DISPUTE

[Doc. No. 83.]
RFG OIL, INC.,

Defendant.

AND RELATED COUNTERCLAIM.

Before the Court is the parties’ Joiotion for Determination of Discoveny

Dispute. [Doc. No. 83.] In the Joint Motiotefendant RFG Oil, Inc. (*RFG”) seeks
order compelling plaintiffs to supplement their responses to various requests fc

production of documents and to produce all responsive documents. For the
outlined below, the Court finds that deflant RFG’s request must be GRANTED in

part and DENIED in part.
Procedural and Factual Background

Plaintiffs Valvoline Instant Oil Changéranchising, Inc. (“VIOCF”); Ashland

Consumer Markets, a commercial unit of Asfd, Inc. (“Ashland”); Ashland Licensing
and Intellectual Property LLC (“ALIP”); Henlelgnterprises, Inc.; Henley Pacific, LLC;

Henley Pacific LA LLC; and Henley PaaifiSD LLC (“Henley”) filed a Complain
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against RFG on February 8, 2012. [Doc. M On September 5, 2012, RFG answe
the Complaint and filed a Counterclaimaagst all plaintiffs. [Doc. No. 47.] O
October 10, 2012, plaintiffs filed a First Amded Complaint. [Doc. No. 59.] RFG fil¢
an Answer to the First Amended Coniptaand a Counterclaim on October 19, 20
[Doc. No. 63.] RFG filed a First Amendé&sbunterclaim on August 26, 2013. [Doc. N
75.]

A.  The First Amended Complaint

red

-

\14

d
12.

The First Amended Complaint alleg€$) trademark infringement of the

e

Feature marks in violation of 15 U.S.C. § 1114; (2) trademark infringement of the
VIOCF marks in violation of 15 U.S.C.H8L14; (3) unfair competition in violation ¢f

15 U.S.C. § 1125(a); (4) violation of Califoa Business & Professions Code section
17200; (5) declaratory judgement that & Feature Agreement is terminated;

(6) declaratory judgment that the Valine Group Agreements are terminated;

(7) breach of contract for liquidated damages under the We Feature Agreemer

(8) breach of contract for compeitmy damages under the Valvoline Gr
Agreements; (9) tortious interference wibhisiness expectancy as to Ashland
VIOCF; (10) tortious interference withbusiness expectancy as to Henley;
(11) injunctive relief. [Doc. No. 59, at pp. 14-26.]

According to the First Amended Complaint, plaintiff VIOCF and defendant
entered into certain renewable Licensedggnents and Sign and Equipment Leaseq
became effective in 1990. These agreemalftsved RFG to establish and operat
number of Valvoline Instant Oil Change castasing the Valvoline Instant Oil Chan
name and certain VIOCF traderkar[Doc. No. 59, at p. 4.] At the same time, plain

up
and
Aand

RFG
that
ea
ne
tiff

Ashland entered into related Supply Agments with RFG to purchase Valvoline

products for use in operatingettlvalvoline Instant Oil Chage centers. All of thes
agreements are collectively referred ito the First Amended Complaint as t
“Valvoline Group Agreements.” [Doc. No. 59, at p. 5.]

111
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Plaintiffs VIOCF/Ashland terminatedl af the Valvoline Group Agreements
of November 30, 2011 for ifare to pay amounts due under the Supply Agreem

A0S

eNts.

[Doc. No. 59, at p. 6.] As a result of thexmination, RFG was no longer a Valvoline

franchisee. [Doc. No. 59, at §.] However, at the time they terminated the Valvo
Group Agreements, plaintiffs allege tiREG was offered a ‘®w arrangement” know
as a “We Feature National Sales Account” in order to avoid litigation and
problems. [Doc. No. 59, at pp. 7-8.] Aeding to plaintiffs, the new We Featu
Agreement went into effect in December 2011. [Doc. No. 59, at p. 7.]

Under the new We Feature Agreement(Rias allowed an opportunity to rep
the amounts owed under the prior Valveli@roup Agreements and to “feature” {
Valvoline brand at its service centers fithout operating under the franchisee ng
“Valvoline Instant Oil Change.” [Doc. N&9, at p. 6.] The We Feature Agreem
required RFG to “purchase one-hundred percent (100%) of its requirements
motor oil” from Ashland for a period dhree years. In addition, RFG was I
permitted to use or sell “any bulk products that are competitive with the Val\
brand.” [Doc. No. 59, at pp. 8, 12.] Hove, plaintiffs discovered soon after the \
Feature Agreement went inéffect that RFG was purchasing bulk products from g
entities, commingling these non-Valvolinembducts with Valvoline products in bu

ine

othe

ay
he

ent
bf bu
not
oline
Ve
ther
k

storage tanks, and then telling customers they were selling “genuine Valvolin

product.” [Doc. No. 59, at p. 8.] As a result, plaintiffs claim they had a rig
terminate the We Feature dggment immediately. [Doc. No. 59, at p 12-13.]
By letter dated February 32012, RFG was notified thdtwas in breach of th
We Feature Agreement and was advieetease and desist” from commingling ng
Valvoline oil with Valvoline oil. [Doc. N0o59, at pp. 13-14.] RFG thereafter indica
on February 7, 2012 that it im&ed to continue its practice of selling non-Valvoline
to customers. [Doc. No. 59, at p. 14.] As a result, plaintiffs believe they were e
to immediately terminate the We Featdgreement. [Doc. No. 59, at p. 19-20.]

Plaintiff Henley also has a franchisegationship with VOCF and Ashland and
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has a large number of Valvoline franchigesin various parts of the United Stat
[Doc. No. 59, at p. 24-25; Doc. No. 84, aBpDoc. No. 75, at p. 5.] In 2008, Henl

es.
y

(D

became interested in acquiring 72 EZ Lube stores that had previously been

bankruptcy. [Doc. No. 84, at p. 3.] 2010, Henley began neggting with Goldman
Sachs to acquire these EZ Ludteres. [Doc. No. 84, at p. Bpc. No. 84-1, atp. 8.] |

December 2011, Henley agreed to purcttaseEZ Lube storesnd the transaction

closed in March 2012. [Doc. No. 84, at p. 4; Doc. No. 84-1, at pp. 8-9.]

The First Amended Complaint allegeatiRFG “maliciously” interfered witf
Henley’s business relationships with EZ LuBshland, and VIOCF. [Doc. No. 59,
pp. 9-10, 24-25.] Specifically, is alleged that on Febrpa3, 2012, RFG “maliciously
interfered” with Henley’s business expaety with Ashland and VIOCF by sending
letter to Ashland and VIOCF demanding thiay “cease and desist from any and
further communications with Henley redang the purchase and operation of the
Lube service centers.” [Doc. No. 59, at Bg-25.] In additionpn February 6, 2012,
is alleged that RFG “maliously interfered with Henley'sontractual relationship wit
EZ Lube and its business expectancy wiiihland and VIOCF by sending a letter
Henley demanding that Henley ceased adesist from any and all furth
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communications with Ashland, VIOCHd EZ Lube regarding the purchase and

operation of the EZ Lube service centers.” [Doc. No. 59, at pp. 24-25.]
B. Plaintiffs’ Motion for Partial Summary Judgment

On March 31, 2014, plaintiffs filed Motion for Partial Summary Judgme

nt.

[Doc. No. 87.] In this Motion, plaintiffsought summary adjudication of the fifth and

six causes of action in the First Amendedr@taint. [Doc. No. 96, at p. 2.] The!
causes of action seek a declaration byDegrict Court that plaintiff VIOCF ant
Ashland properly terminated the ValvaiGroup Agreements (Count VI) and the
Feature Agreement (Count V) because defen@&G breached various terms of th
agreements. [Doc. No. 59, at pp. 19-20.]

Defendant RFG opposed plaintiffs’ Motion for Partial Summary Judgn
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arguing that: (1) the Valvoline Group Agreents were improperly terminated beca

RFG cured any breach by making weeklympants toward outstanding invoices; g

(2) the We Feature Agreement is urenéable because it was never fully
completely executed. [Doc. No. 96, at @p.10, 12.] On June 4, 2014, the Distl
Court issued an Order denying plaifgifMotion for Partial Summary Judgmer

because plaintiffs failed to demonstrate thveeee no material issue$ fact for trial on

these two causes of action for declaratory relief. [Doc. No. 96, at p. 14.]

The District Court’'s Order of June 4, 2014, denying plaintiffs’ Motion

Summary Judgment states that the following facts are undisputed:

111

~Plaintiffs and RFG were engad in a franchisor/franchisee

relationship for over 20 years wleeRFG branded its 44 oil change
facilities with Valvoline trademarkand purchased Valvoline branded
Produqts. Each facility was governed by virtually identical sets of
ranchise agreements. (Dkt. No. 88, McKeown Decl., Exs. A, B.I) The
relevant agreements are the lesuppg Agreement between Ashland
Consumer Markets and RFG; atide Renewal License Agreement
between Valvoline Instant Oil Chge Franchisinginc. and RFG. (.
Pursuant to the Renewal License Agreement, VIOCF promised not to
rant a license to another Valvolinerfchisee within a two mile radius of

1e store to which the Licee Agreement pertainedd( Ex. B., Renewal
License Agreement § 1.3.)

From November 17, 2010 to November 24, 2010, RFG placed
groduct orders that resulted mvoices totaling $387,738.32. (Dkt. No.
7-4, Nolan Decl. § 3, Ex. A.) Em between November 29, 2010 through

December 22, 2010, RFG placed additigmaduct orders with an invoice

of $118,415.35.1¢.) At that time, RFG was on a “Net 45-day” payment

term which means that payments of orders are due on average 45 day

after they are placed. (Id. § 4.) Any products invoiced on or before the
25th of every month would be dtlee following month on the 25th.d;;

Dkt. No. 93-2, Gong Decl. § 13].2) Aepplied to RFG's invoices, orders
laced from November 17-24020 totaling $387,738.32 were due hy
ecember 25, 2010 and orders plafredh November 29- December 22,

2010 totaling $118,415.34 were due onuky 25, 2011. ?Dkt. No. 87-4,

Nolan Decl. ¥ 4.) It is undisputedathRFG did not make full payment of

the amounts due on December 25, 2Q0D@t. No. 93-2, Gong Decl. 1 20;

Dkt. No. 84-4, Nolan Decl. § 5.)

Consequently, on Janua?@, 2011, Plaintiffs issued a “Notice of
Default and Potential Teination”letter to R&. (Dkt. No. 88, McKeown
Decl., Ex. C.) Without _Walvm% angf its rights, VIOCF ?ranted RFG
additional time to cure itsreaches by providing paymen
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extensions, and other opportunitiesctoe. (Id. { 7; Dkt. No. 93-3, Lea
Decl., Exs. 6, 7.) Then on Nawder 30, 2011, VIOCF sent RFG a
Confirmation of ‘Termination Nate, which was later revised on
December 5, 2011. (Dkt. No. 88, McKeown Decl. | 8, Exs. D, E.)

The Revised Confirmation of Termination terminated the license
agreements effective Novemi&, 2011 and sought damages under the
contract totaling over $14,610,680.101.( Ex. D.) However, Plaintiffs
were willing to settle the mattemd ter_npo_rarll%/ forego _enforcement
remedies, as well as forego early termination fees if RFG entered into a
new “We Feature” Agreement and tieguired attached General Release.
(Id., Exs. D, F.) Under the We Featagreement, RFG would continue to
operate its various lotans and would continue to sell exclusively

alvoline products, but would de-brand its facilities and no longer be
required to gaK/lroyaltles and other fagsociated with being a franchisee.
(Dkt. No. 83, McKeown Decl. | 9.? RFG was required to buy specified

roducts from Valvoline and ‘naell any bulk products which are not

alvoline brand bulk products.ld., Ex. F. 8§ 4.) It also required RFG to
‘not alter in composition, commm%lath products from other sources, or
otherwise adulterate the Product .éEx. F 8§ 8.) On February 8, 2012,
Plaintiffs sent Defendant a Notice of Termination of the We Feature
National Account Sales Atgreementd.( Ex. J.) The parties present
different factual versions of the reasons for terminatith, Ex. J; Dkt.
No. 93-2, Gong Decl. 11 38-39.)

[Doc. No. 96, at pp. 3-6.]

As to the fifth and sixth causes oftian for declaratory relief in the Fir$

Amended Complaint, the District Court comgéd there were genuine issues of mats
fact as to the following: (1) whetherdhalleged default of the Valvoline Grol
Agreements was cured by RFG with payitsenade betweendaary and March 201
[Doc. No. 96, at p. 11]; (2) whether pl#ffs VIOCF and Ashland performed under t

Valvoline Group Agreements when they reqdiRFG to pay fosupplies in advance

(3) whether plaintiffs VIOCF and Ashid breached the Valline Group Agreement
by failing to provide RFG with promisedifancial incentives and funds for new sig
and other equipment [Doc. No. 96, at dd-12]; (4) whether plaintiffs proper

terminated the License Supply Agreemamd the Renewed Licea Agreement [Dog.

No. 96, at p. 12]; and (5) whether the \Weature Agreement and related Gen
Release are enforceable [Doc. No. 96, at pp. 14-15].

C. REG's First Amended Counterclaim

RFG’s First Amended Counterclaim alleggly:breach of contract as to VIOGC
Ashland, and ALIP; (2) declaratory reliaé to VIOFF, Ashland, and ALIP that t
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Valvoline Agreements are emfieable; (3) declaratory relia$ to VIOCF, Ashland, and

ALIP that the We Feature Agement is unenforceable; (d)entional interference wit
prospective economic advantage as t@WF, Ashland, and ALIP; (5) fraudule
misrepresentation against VIOCF, Ashlaadd ALIP; (6) misappropriation of trac
secrets against VIOCF, Ashland, add.IP; (7) intentional interference wit
prospective economic advantage as tmlelg and (8) breacbf confidence as fx
Henley. [Doc. No. 75, at pp. 10-18.]

In the First Amended Counterclaim, RFG alleges that VIOCF and H
conspired to force RFG and its Valvoline seexcenters out of the Southern Califor
market. [Doc. No. 75, at pp. 3-9.] In 2010, as part of the alleged conspiracy, H
with VIOCF’s knowledge and assistan@&gan negotiating with RFG to purcha
RFG’s Valvoline locations. [Doc. No. 75, at6.] However, RFG later realized th
Henley was not negotiating good faith and simply wantéd acquire RFG’s location
at the lowest possible cost. [Doc. No. 75ppt 6-9.] Henley also wanted to acqu
competing EZ-Lube service centers, soofewhich were located within RFG
exclusive territory, and then convert thémvalvoline service centers. [Doc. No. 7
atp.5.] Accordingto RFG’s First Amded Counterclaim, VIOCF encouraged Hen
to pursue the purchase of Exibe locations even though this would have viols
VIOCF’s exclusivity ageement with RFG. [Doc. No. 75, at pp. 4-6.] To bypass
exclusivity provision and to help Henlgyurchase RFG’s locations at the low|

possible price, RFG believes that VIOCFmasely caused financial hardship to RF

provided Henley with RFG’s confidentidusiness information, and reneged
promises to provide RFG with substahfiaancial assistance and incentives. R
further alleges that Henley and VIOCFopided Henley with “gbstantial financia
assistance to purchase the 72 EZ Lulsations.” [Doc. No. 75, at p. 8.]

In February 2012, RFG claims it learnght Henley, with alleged financi
assistance from VIOCF, was about to elos an agreement to purchase 72 EZ L
locations and no longer wished to pay for the acquisition of RFG’s service c¢
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According to RFG, “Henley intentionallgisrupted RFG’s license agreements
conspiring with VIOCF to cause VIOCF terminate RFG licensggreements so th
Henley could open new locations that webhlave otherwise violated RFG’s licen
agreement with VIOCF.” [Doc. No. 75, at p. 17.]

RFG also alleges in the First Amendounterclaim that VIOCF and Ashla
improperly terminated the RFG license egmnents, and then wi&d RFG to execut

At
se

nd
e

a “We Feature Agreement,” which wouldvieaallowed its service centers to carry

Valvoline products without beg a franchisee. [Doc. No. 75, at pp. 5-8.] Howe)
RFG claims that it never executed a finalé\Weature Agreement.” [Doc. No. 75, at
9.]

On or about February 6, 2012, RF@®esed VIOCF, Ashland, and Henley
letter that, as a Valvoline franchisd®FG had substantial rights which would
violated by Henley’s acquisition of the EZilhe locations. On beuary 8, 2011, twq

days after receiving RFG’s letter, VIOCRshland, and Henley filed this lawsui

against RFG. [Doc. No. 75, at p. 9.]
Discussion

The scope of discovery undRule 26(b) is broad: "Parties may obtain discoy
regarding any matter, not privged, which is relevant to the claim or defense of
party involved in the pending action. Relevant information need not be admiss
trial if the discovery appears reasonalolgiculated to lead to the discovery
admissible evidence." Fed.R.Civ.P. 26(bjowever, a court may limit discovery
relevant material if it determines thihe discovery sought is unreasonably cumula
or duplicative, or obtainable from somehet source that is more convenient, |
burdensome, or less expensive, or thalénror expense of the proposed discov
outweighs the likely benefit. The partysigting discovery generally bears the bur
to show that the discovery requested is iiahe to the issues in the case or is ov¢
broad, unduly burdensome, unreasonable, or oppressive. If the resisting party
111

-8- 12cv2079-GPC(KSC)

ery
any
ible :
of

Of
tive
2SS
rery
len
erly
mee




© 00 N O 0o A W N P

N NN N DNNDNNDNDRRRRR R R B B
0w N O 0~ W N PFP O © 0N O 0O M W N R O

its burden, the burden shifts to the movingp#rtshow the information is relevant a
necessaryHenderson v. Holiday CVS L.L.C., 269 F.R.D. 682, 686 (2010).
A.  VIOCF/Ashland Correspondence re EZ Lube Acquisition
Defendant RFG’s Document RequestsN@4, 75, 76, and 77 to VIOCF a

Nos. 1, 2, 3, and 4 to Akand all seek correspondencévireen VIOCF and/or Ashland
and Henley or any other person or entélated to Henley'sicquisition of EZ Lube

stores in Southern California. [Doc. N83, at pp. 2-13.] VIOCF and Ashland objec
to these requests on various grounds, inalgidelevance, confidentiality, attorne
client privilege, andtorney work productld. Despite the assertion of the attorn
client privilege, it does not appear that plaintiffs produced a privilege log.
VIOCF and Ashland have representedha Joint Motion and in supplemen
responses to RFG’s document requests that they have made a reasonable inc
a diligent search but there are no respadocuments or all responsive docume
have been produced. [Doc. No. 83, atd7, 8-13.] RFG has n@rrovided the Cour
with any reason to believeahall responsive documents have not been produce
aresult, it is unclear why these documenquiests were included the final version o}
the parties’ Joint Motion or why the Cdowvas required to spend time reviewing
parties’ arguments as there is no discovespulie to resolve. In other words, RFG
not established that it is entitled to ad@rcompelling further responses to Docun
Request Nos. 74, 75, 76, and 77 to VIO&iE Nos. 1, 2, 3, and 4 to Ashland.
111
111

1 “When a party withholds informatn otherwise discoverable by claimi

that the information is pr|V|Ie%ed ..., tharty must: (i) expressly make the claim; a
(i) describe the nature of the docurteencommunications, or tangible things 1
produced or disclosed—and do so in a matirar without revealing information itse
nvﬂeged or protected, will enable othe&r&ms to assess the claim.” Fed.R.Ciy
6ﬁb)%2(A). ‘[Blollerplate objections or biket refusals inserted into a response
Rule request for production of documears insufficient to ssert a privilege.’
Burlington Northern & Santa Fe Ry. Co. v. U.S Dist. Court, Dist. of Mont., 408 F.3d

1142,71149 (9Cir. 2005). Aﬁ)rivile e may be waad if a privilege log is not produce

in a timely mannerld. at 1149-1150.
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B.  The Franchise Disclosure Document
RFG’s Request for Production No. 82\W0OCF and Request for Producti
No. 9 to Ashland seek: “THeranchise Disclosure Documéns referenced in VIOC
document number 000019).” [Daddo. 83, at pp. 7, 13.] VIOCF and Ashland objec
to these requests as burdensome and hagasscause RFG already has a copy of

documentld. The reason for RFG’s request iattthe Franchise Disclosure Docum
was referenced in a letter produced bYD\@F that is Bate-stamped “000019.” [D¢
No. 83, at pp. 7, 13.] Although RFG concedtlest it may already have a copy of {
Franchise Disclosure Document, it “wartts ensure that its copy, and the ¢
referenced in the letter, . . . are the sade®ument.” [Doc. No. 83t pp. 7, 13.] VIOCF
and Ashland agreed to produce this docuraéer meeting andonferring with RFG
However, in the parties’ Joint Motion, @ICF and Ashland only represented that t

“will” produce the document. In other wardthe record does notdicate that the

document was actually produced. [Doc. No. 8ppaf’-8, 14.] As aresult, itis uncle

hey

L4

ar

whether the parties’ dispute over this docuhienesolved. Therefore, the Court finds

that RFG is entitled to an order compelling VIOCF and Ashland to produg
Franchise Disclosure Documereferenced in VIOCF’'s Document No. 000019 to
extent they have not already done so.
C. Henley's EZ Lube Acquisition Negotiations in 2007 and 2008
Defendant RFG's Document Request Bib seeks all documents "from 2007

e the
the

to

2008 that relate or pertain to a possibdmsaction between [Henley] and the ownefr of

a chain of EZ Lube stores in Southerrifoania for [Henley's] possible acquisition

[these stores] (as referenced in VIODBc. No. 001044)." [Doc. No. 83, at p. 14
Essentially, RFG seeks accesitese documents, becausaiptiffs have alleged tha
RFG interfered with Henley's acquisitiontbe EZ Lube stores from Goldman Sag
[Doc. No. 83, at pp. 14-15] In additioRFG argues that these documents are rele
to its First Amended Counterclaim, becatisgy may support its theory that Henle

acquisition of the EZ Lube stores in 2012swaart of a conspiracy between Henl
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VIOCF, and Ashland to force RFG out oetBouthern California market. [Doc. N
83, at pp. 14-15.] Plaintiflsrgue that these documentsiareglevant because they de
back five years before Henley actuadlgquired the EZ Lube stores in 2011 from
new owner, Goldman Sachs. [Doc. No. 83.at4-15; Doc. No. 84, at pp. 1-6; Dc
No. 84-1, at pp. 2-3, Doty Decl.] Theaord supports plaintiffs’ contention that |
documents sought in response to Requesbiado not meet thelevance standard ¢
Rule 26.

As referenced in Document Requbist. 57, "VIOCF Doc. No. 001044" refe
to part of an Affidavit signed by DonaRl Smith, who is Herly's founder and chig
executive officer. Plaintiffs submitted apy of Mr. Smith's Affidavit in connectio

with the parties' Joint Motion. [Doc. No. 84-Doty Decl., at pp. 2-3.] The Affidavjt

states in part as follows: “While discusiss with [RFG] about the possible acquisit

0.

its
)C.
he
f

<

L

o

-

on

of RFG were proceeding, Affiant began dissions in the fall of 2007 about a possi
transaction between Henleydithe owner of a chain of EZ Lube stores in the sout

California area . . . whereby Henley wowddquire the stores. EZ Lube filed for

bankruptcy protection in December 2008pon emerging from bankruptcy, it w
controlled by Goldman Sachs, its formexcsred lender, as its preferred memb
[Doc. No. 84-1, at p. 8.] This Declaratiosaindicates thatin 2010, Henley took st
to acquire the EZ Lube stores from Goldmac!®. [Doc. No. 84-1, at p. 8.] Henl
negotiated the exact terms of an Asset Rase Agreement for the EZ Lube stores
Goldman Sachs "[flrom September througtcBmber 2011." [Doc. No. 84-1, at p.
The Asset Purchase Agreement wagmed on or about December 18, 2011,
Henley's acquisition of the EZ Lube sterfrom Goldman Sachs closed on Marc
2012. [Doc. No. 84-1, at p. 9.]

RFG has not adequately@ained the relevance blenley’s failed negotiation
in 2007 and 2008 to purchase EZ Lube stores in Southern California from it
owner. Without more, these negotiatiorssimply too attenuated from the allegatic

in the First Amended Complaint and thest Amended Countelaim to meet the
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relevance standard of Rule 26. As a leslie Court finds that RFG is not entitled
an order compelling Henley to supplem its response or produce document
response to Document Request No. 57.

D. EZ Lube Bankruptcy Documents

Defendant RFG’s DocumeiiRequest No. 58 to Henley seeks: “Any and

documents that relate or pertain ttee EZ Lube bankruptcy filed in or abqut

December 2008 (as referenced in VIOCFuoent number 001044).” Plaintiffs obje
to this request as overly broad, burdens, and harassing, because it seeks p
documents from court records that are equalgilable to all parties. Plaintiff
objections are sustained.

First, when documents of public recane “equally accessible” to all parties
IS not necessary for the Court to order productiknause v. Buffalo and Erie Cnty.
Wor kforce Dev. Consortium, 425 F.Supp.2d 352, 374-375 (W.D.N.Y. 2006). Sec
RFG states in the Joint Moh that the request only seeks documents that would 1

all

ct
lblic
S

bnd,
ot be

available in the public record, such asrespondence. However, the wording of this

request is so broad thatdould only be read to include the entire bankruptcy ¢

ourt

record, which may or may not be withiniley’s possession, custody or control, plus

any documents Henley may have generated or receivedtbbdatinkruptcy before ar
during its negotiations for the acquisition a#t68Z Lube stores. There is nothing in

Joint Motion to indicate that RFG madgyattempt to narrow threquest to non-public

documents during meet and confer sessions.

Without more, it also appears that thievance of the EZ Lube bankruptcy is t
attenuated from the allegations at issue is thse to meet the relevance standar
Rule 26. As outlined above, Henley hasesdahat it had discussions about a poss
acquisition of EZ Lube stores in South€&alifornia in the fall of 2007. However, E
Lube filed for bankruptcy protection indBember 2008. [Doc. No. 84-1, at p. 8, Sn
Decl.] “Upon emerging from bankruptcy, it was controlled by Goldman Sach

d
[he

00
d of
ible
VA
nith

S, its

former secured lender, @s preferred member.td. Henley then began negotiations
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with Goldman Sachs to acquire the EZ Lueres in 2010, and the acquisition v
completed on March 8, 2012. [Dddo. 84, at p. 3; Doc. N@&4-1, at p. 8-9.] For th
reasons outlined above, it is clear that legisl later negotiations with Goldman Sa
in 2010 and 2011 and its ultimate acquisitidiEZ Lube stores from Goldman Sad
on March 8, 2012 are relevantatters at issue in this lawsuit. However, RFG has
adequately explained the relevance ofEdd_ube bankruptcy in 2008. Without mo
the EZ Lube bankruptcy is simply tostenuated from the allegations in the F
Amended Complaint and the First Amedd€ounterclaim to meet the relevar
standard of Rule 26. Therefore, underdineumstances presented, the Court finds
defendant RFG is not entitled to an ordempelling Henley to provide a furth
response to Document Request No. 58.

D. Documents re Henley’'s Acquisition of the EZ Lube Stores

Defendant RFG’s Document Request N&$%.60, 61, 62, 654, 65, 66, 67, 68
and 69 all seek the production of documéram Henley concerning its acquisition

72 EZ Lube stores in March 2012. These requests seek the following:

jas
g
chs
hs

5 not
e,
rst
ce
that

of

. Without limitation as to time, altitten communications between Henley

and Goldman Sachs regarding trmuthern California EZ Lube storz¢
[Doc. Req. No. 59];

. All documents from 2009 to July 2011 tiedeite or pertain to discussio
between Henley and Goldman Saahd/or EZ Lube regarding Henley
acquisition of EZ Lube stores im&thern California (as referenced
VIOCF Doc. No. 001044-45) [Doc. Req. Nos. 60 and 61];

. Without limitation as to time, any docemis pertaining or relating to t
financial terms of Henley’s acquisition of EZ Lube stores (as referg
in VIOCF Doc. No. 001045), includirgl correspondence on this subjs
between Henley and VIOCF [Doc. Req. Nos. 62 and 64];

111
111
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[Doc.

All correspondence from 2009 to J2041 between Henley and VIOC

relating or pertaining to Henleyfgossible acquisition of EZ Lube stor
in Southern California [Doc. Req. No. 63];

All documents from Septeml2€r11 through December 2011 relating
pertaining to negotiations on the a&t terms of the Asset Purcha
Agreement for the EZ Lube stores [Doc. Req. No. 65];

Without limitation as to time, acprrespondence between Henley
VIOCF relating or pertaining to the gatiations for the exact terms of t
Asset Purchase Agreement for tB& Lube stores Greferenced i
VIOCF Doc. No. 001045) [Doc. Req. No. 66];

A copy of the Asset Purchaserédgment between Henley and EZ LU

that was signed on or about December 18, 2011 [Doc. Req. No. 67];

Without limitation as to time, allcespondence between Henley and
other person or entity related t@thlarch 8, 2012 closing of the EZ Lu
acquisition [Doc. No. 68]; and

All documents relating or pertaintagany escrow for the March 8, 20
closing of the EZ Lube acquisition [Doc. Req. No. 69].

No. 83, at pp. 14-34.]
Henley objected to these requests various grounds, including relevan

confidentiality, attorney-client privilegeand work product protection. Despite

F
eS

or

|Se

And

Ce,

an

objection based on the attorney-client prigéeit does not appear that Henley produced

a privilege log. In addition, Henley complains that these requests are

burdensome and harassing. [Doc. No. 83, at pp. 14-34.]

because: (1) Henley alleges in Countaf@he First Amended Complaint that RF

RFG argues that the documents reldtethe EZ Lube acquisition are releve

“maliciously interfered wittHenley’s business expectancy with Ashland and VIC

pverl|

ANt
G
DCF

by . .. demanding that they cease andsti&#m any and all further communications

with Henley regarding the purchase akration of the EZ Lube service centef

-14 - 12cv2079-GPC(KSC)
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(2) Henley further allegesm Count 10 of the First Aended Complaint that RF
“maliciously interfered with Henley’santractual relationship with EZ Lube and
business expectancy with Ashland and VRQC. regarding the purchase and oper
of the EZ Lube service centers”; (3) VIOGkdaAshland allege i@ount 11 of the Fir

I~

S

its

tion

Amended Complaint that “RFG malicidysinterfered with Ashland’s business

expectancy by . . . demanding that Hentegse and desist from any and all further

communications with Ashland and VIOCHeeding the purchase and operation of
EZ Lube service centers”; afd) VIOCF and Ashland furtheilege in Count 11 of th

First Amended Complaint that RFG “attengbte prevent Henley from finalizing the

purchase of certain EZ Lube see/centers . . .” and this was done “maliciously for

the
3]

the

purpose of interfering with Ashland’s coattual relationship and expectancy with

Henley.” [Doc. No. 59, at pp. 23-24.]
RFG also argues that the requested denisabout Henley’s acquisition of t

EZ Lube service centers are relevant it® allegations in its First Amende

d

Counterclaim. As noted above, the Fi&stended Counterclaim alleges that VIOCF

and Ashland conspired with Henley to foREG out of the market. As part of thi

alleged conspiracy, RFG claims thatOQF provided Henley with “substanti

n

al

assistance to purchase the 72 EZ Lubetioeg’ even though some of these locatipns

were within RFG’s exclusive territory paurant to the Valvoline Group Agreements.

[Doc. No. 75, at pp. 4-8.In Count 7 of the First Amreled Counterclaim, RFG alleg
that Henley maliciously and “intentionallyisrupted RFG’s license agreements

conspiring with VIOCF to cause VIOCF tameinate RFG license agements so that

Henley could open new locations that wibhlave otherwise violated RFG's license

agreements with VIOCF.” [Doc. No. 75, at p. 18.]
RFG believes that the EZ Lube acquos1 documents would be helpful

establishing the precise time line of evele&ding up to Henley’s acquisition of EZ

Lube stores in Southern California and tHatrenship of this transaction to the adve
actions allegedly taken by VIOCF and Asidagainst RFG. In addition, RFG beliey

-15- 12cv2079-GPC(KSC)
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the requested documents wabslpport allegations in iEsrst Amended Counterclaim

by showing that VIOCF and/or Ashlarkshew about the progress of the EZ Lube
acquisition and were motivated to taketion against RFG and to enter intg a

conspiracy with Henley, because they hdithancial interest in Henley’s acquisitign

of the EZ Lube stores and in eliminating@®B&s a competitor. [Doc. No. 83, at pp.
16, 17, 19, 21-22, 24, 26, ZB, 29, 30.] Thus, RFG has established the relevan
the requested documents under Rule 26.

Plaintiffs argue that the requested doemts are not relevant and they should
be compelled to produce thebgcause they would not bdi@il in establishing a timg
line linking the EZ Lube acquisition with Bens taken by VIOCF and Ashland agai
RFG. According to plaintiffs, there is “simply no connection” between Hen

acquisition of the EZ Lube locations aWdOCF’s motivations for terminating thie

Valvoline Group Agreements. [Doc. No. 83, at p. 15.] Plaintiffs contend they

already produced documents establishinglat motive for terminating the Valvoline

Group Agreements was RFG’s default and faitaneay for products for nearly a ye

Nor do plaintiffs believe thitnancial aspects of the EAibe acquisition could establish

a connection between this transactiowl ghe adverse actions taken by VIOCF
Ashland against RFG. [Doc. No. 83,md. 15, 18, 20, 223, 24-25, 26-27, 28

14,
ce of

not

\U

NSt
ey’s

have

Al

and

]

Plaintiffs also contend that many of tthlecuments are irrelevant because they would

not show VIOCF’s knowledge about the EZ Lube acquisition. [Doc. No. 83, at pp. 15

18, 24.]

In support of their arguments, plaintiffge a Declaration by Donald R. Smif
Henley’s chief executive officer, which statespart, that Henley’s “efforts to expair
its operations wenadependent of and without the advice of Valvoline.” [Doc. No. 83,
at pp. 15, 18, 20, 22-23, 24-25, 26-27, 28{kasis in original).] However, plaintiff
arguments and Mr. Smith’s Declaration aw@ enough for plaintiffs to meet the
burden of showing that the requested docunemetgrelevant. lalleging interferencs
by RFG with the EZ Lube acquisition, plaififéi placed this transaction at issue.
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noted above, the scope of discovery igda, and the documents requested by F
appear “reasonably calculated to leadthe discovery of admissible evidenc
Fed.R.Civ.P. 26(b). RFG is entitled tatdr. Smith’s vagueepresentation abol
Henley’s operations and to pursue its theofiyhe case against all of the plaintif
RFG is also entitled to discover documents tloald support the allegations in its Fi
Amended Counterclaim that the timing of adverse actions taken against
VIOCF/Ashland and Henley’s purchase of H&Lube stores were part of a conspirg
to force RFG out of the Southern Caliica market. [Doc. No. 75, at pp. 10-1
Therefore, the Court finds that RFG's Domnt Request Nos. 59, 60, 61, 62, 63,
65, 66, 67, 68, and 69 seek the production of documents that meet the re
standard of Rule 26. As a result, REGentitled to an order compelling Henley
produce documents responsive to these requests.

On the other hand, the Court agrees \pltintiffs that Document Request Ng
59, 62, 64, 65, and 68 are olyeburdensome because pliifs have not limited thes
requests as to time. The time period ategsdrom 2010, when Hidey has stated th:
it began negotiations with Goldman Sachs for the purchase of EZ Lube loc
through March 8, 2012, when Henley has stated that the EZ Lube acquisition

[Doc. No. 84-1, at p. 8-9.] As a result, tieurt finds that Henley’s responses to these

requests must be limited to this relevant time period.
As to Request No. 66, which seeksregspondence between Henley and VIO

relating or pertaining to theZ Lube negotiations, Henldas stated that it “does not

have any documents responsive to tieiguest” and “will provide a Supplemen

CF

al

Response to this Request so stating.” [Dax.83, at p. 30.] However, there is nothing

to confirm that Henley actually providedsisupplemental Response. RFG is there

entitled to an order compelling Henleydopplement its response to Request No.

and to produce all responsive documents, if any.
/1]
111
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E. Documents Relevant to Henley’'s Claimed Damages

With respect to Document Request N&$, 62, 68, and 69, plaintiffs argue that
any documents responsive to these requwestsd only be relevat and discoverabl

D

—+

to the extent they relate to Henley'syiges based on its alléiga that RFG’s condug
in February 2012 interfered with the clogiof the EZ Lube acquisition. However,
plaintiffs’ objections and arguments suggeélenley may be withholding responsijve

documents only because RFG never offécedarrow the scope of these requests to
damages. [Doc. No. 83, at pp. 18, 21, 23], Phaintiffs have made a similar argument

as to other document requests, includiteguest Nos. 60, 61, 64, and 65. Ag to
Request Nos. 60 and 61, plaintiffs furthegwee that “[t]his requestoes not call for th

1%

production of such documentgDoc. No. 83, at pp. 21, 23.] In response to Request
Nos. 64, 65, and 67, Henley has stateat it “will” produce responsive documents
relevant to its claimed damages, but therething to confirm that Henley has actuglly
done so. [Doc. No. 83, atp8.] The Court finds that these arguments must be rejected
as vague and ambiguous.
First, any responsive documents relevaiRFG’s allegedamages should haye
been produced long ago as part of Henlayal disclosures. In this regard, Ryle
26(a)(1)(A)(iii) states in part as follow$A] party must, without awaiting a discovery

request, provide to the other parties: . . . (iii) a computation of each category
damages claimed by the disclosing party—whagtralso make available for inspectipn
and copying as under Rule 34 the documents or other evidentiary material,| unle
privileged or protected from disclosure,which each computatias based, includin
materials bearing on the nature and extennpiries suffered. . . .” Fed.R.Civ.P.
26(a)(1)(A)(iii). In addition, Rule 37(c)(1) st in part as follows: “If a party fails to
provide information . . . as required by Rule&@&fr (e), the partis not allowed to us

that information . . . to supply evidence on a motat a hearing, or at a trial, unlessithe
failure was substantially justified or lgarmless.” Fed.R.Civ.P. 37(c)(1). Other
sanctions may also be imposed undeleRBi7 for a party’s failure to provide

-18 - 12cv2079-GPC(KSC)
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information as required by Rud&(a) or (e). Fed.R.Civ.B7(c)(1)(A)(B)&(C). Inthis
case, initial disclosures were schedui@dcompletion no later than March 15, 20
[Doc. No. 69, at p. 1.] Thus, to the extgtaintiffs’ responses and arguments as
Document Request Nos. 580, 61, 62, 64, 65, 68, and 69 indicate that Henle
withholding responsive documents relevémiits claimed damages, it has done
without justification and at its own peril.

Second, RFG’s failure to narrow the scope of any of its document requs
apply only to documents related to damagem®isa valid excuse for Henley to refd
to produce responsive, relevant documeisice they are so obviously relevant,
non-privileged documents relevant to tesue of Henley’s claimed damages shc
have been produced in response to thegeasts regardless of whether the request
broad enough to include other documents lthetley believes arnot relevant unde
the standards set forth in Rule 26. Theref for these additional reasons, the Cq
finds that RFG is entitled to an order compelling Henley to supplement its resj
and produce all responsive documents to Reighles. 59, 60, 61, 62, 64, 65, 68, &
69.

F.  Confidentiality.

Plaintiffs also argue that the Counbsild not compel them to produce docume

pertaining to the EZ Lube acquisition becatiseparties to the transaction are bo
by a “Nondisclosure Agreement,” which “refle@n intention on the part of the part
to maintain the confidentialityf the transaction.” [Doc. N&@3, at p. 24.] Because th

5 1o
y is
o)

PSIS |
se
ANy
uld

S are
r
purt
DONSE
\nd

nts
ind
es

CY

contend the requested documeannts irrelevant to the issues in this lawsuit, plaintiffs

claim there is no basis for overriding thkeged Nondisclosure Agreement. [Doc. N
83, at pp. 17, 2C¢.Based on the foregoing, this Codisagrees. Documents relatec
the EZ Lube acquisition are relevant to kesues in the case, especially since He
has alleged in the First Amded Complaint that RFG “malausly” interfered with the

2 In support of this argument, Henle% submitted page 1 only of a 6
Nondisclosure Agreement between Herdeyl EZ Lube that is dated Septembe
2011. [Doc. No. 84-1, at p. 14, Ex. C, Doty Decl.]
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EZ Lube acquisition. [Doc. No. 59, at #-25.] Under these circumstances, Henley

cannot simply avoid its dcovery obligations under énFederal Rules of Civ
Procedure by referencing a Nondisclos@iggeement that admittedly “expired up

DN

close of the transaction.” [Doc. No. 84 pat24.] To the extent Henley believes it has

a continued interest in maaining the confidentiality odny of the documents relat¢d

to the EZ Lube acquisition, it must seslprotective order from the Court and show

good cause under Rule 26(b) or simply negotiate a stipulated

protective order with RFG and the othertperin the case and then take responsibjility

for drafting one to be submitted to the Court for apprévéal. drafting a propose

stipulated protective order, the parties sdaafer to the requiremés set forth in Judge

d

Crawford's "Chambers' Rules" whicire accessible via the Court's websitg at

www.casd.uscourts.gov.
Conclusion
Based on the foregoing, IT IS HEREBYRDERED THAT defendant RFG
request for an order compeg plaintiffs to provide further responses to cert
requests for production of documents amghroduce documents pursuant to Fed

Rules of Civil Procedure 26 and 34 musGRRANTED in part and DENIED in part s

follows:
1. Defendant RFG’s request for ander compelling VIOCF to provid
further responses to Document Requdss. 74, 75, 76, and 77 is DENIED.

2. Defendant RFG’s request for ander compelling Ashland to provide

further responses to Document Reqdss. 1, 2, 3, and 4 is DENIED.
3. Defendant RFG’s request for arder compelling a further response

Request for Production No. 82VIOCF and Request fétroduction No. 9 to Ashlaan
or

iIs GRANTED. To the extent they have rabteady done so, plaintiffs VIOCF and

S
ain

eral

e

to

Ashland shall provide defendant RFG wdhcopy of “The Franchise Disclosure

3 RFG has stated that it offered to enieo a stipulated protective order Qut

is apparently waiting for VIOCF tdraft one. [Doc. No. 83, at p. 3.]
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Document (as referenced in VIGCdocument number 000019)” no later th
August 15, 2014
4. Defendant RFG’s requekir an order compelling Henley to provide

further response and produce documentegponse to Document Request No. 5
DENIED.

4. Defendant RFG’s request for arder compelling Henley to provide

an

7 1S

a

further response and produce documentesponse to Document Request No. 58 is

DENIED.

5. Defendant RFG’s request for ander compelling Henley to provic
further responses to Document Request B9s60, 61, 62, 63, 645, 66, 67, 68, an
69 is GRANTED. No later thafsugust 15, 2014plaintiff Henley shall supplement i
responses and produce all documents respetsiVocument Request Nos. 59, 60,

62, 63, 64, 65, 66, 67, 68§)&69. To the extent anysgonsive documents are withhe

based on a claim of privilege, Henley Bhmovide defendant RFG with a detail
privilege log no later thaugust 15, 2014 However, Henley’'s production ¢

documents as to Request Nos. 59, 62664and 68 and arsupplemental respons
to these requests are limited to thediperiod January 2010 through March 8, 20
IT 1S SO ORDERED.

DATED: June 27, 2014
1 12/

KAREN S. CRAWFORD
United States Magistrate Judge
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