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UNITED STATESDISTRICT COURT
NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

MAUI JIM, INC.,

N ;N N

Plaintiff and
CounterclainDefendant

No. 1:16 C 9788
Hon. Marvin E. Aspen

)
)
V. )

)

SMARTBUY GURUENTERPRISES )
MOTION GLOBAL LTD., )
SMARTBUYGLASSES SOCIETA )
A RESPONSABILITA LIMITATA, )
SMARTBUYGLASSES OPTICAL )
LIMITED, )
)

Defendand and )
Countertaimants )

MEMORANDUM OPINION AND ORDER
MARVIN E. ASPEN, DistrictJudge:

Presently before us areei2ndants and Counterclaimants SmartBuy Guru Enterprises,
Motion Global Ltd., SmartBuyGlasses Societa a Responsdbitiidéata, and SmartBuyGlasses
Optical Limited's (collectively ‘'SBG’) objections to Magistrate Judge Gitbis
Decembel8, 2018 @der denying SBG’sombined motion to clarify and for entry of a
protective order (Dkt. No. 74) For the reasons set forth below, we overrule SBG’s objections
in their entirety.

BACKGROUND

We assume familiarity with the backgralifacts of this case as set forttthe Court’s
previous orders. Se Dkt. No. 58, 89, 102 On Septembe25, 2017, Maui Jim moved to
compel SBG to produce documents related to its supply chaitaier Jm-branded sunglasses.

(See Orderon Mot. to Compel (DkiNo. 58) at 1-3 (setting forth the requests for production of
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documents at issue, including requests seeking any “person or entity thagasapglDefendant
with Maui Jim-branded sunglasses” and seeking documents “relating anmgfeo any
Defendant’s procurement of, or attempt to procure, Maui Jim-branded sungla&a.”
objected to the relevance of such discoargl argued that even if relevamtshould not be
required to produce supply chain documents because theyncomtdidential commercial
information that is inessential for Maui Jim to prosecute its claitgsat(4.) After the parties
briefed the issuegudge Gilbertssued a written decision on November 27, 2017 graiMizg
Jim’s motion to compel with respt toSBG's suppliers, finding the information was “not only
relevant but also necessary to Plaintiff's ability to litigate its claims and resp&@efdndants’
affirmative defenses and counterclaimsld. &t 9.) Judge Gilbert found that SBG’s supplie
information for Maui Jimbranded sunglasses was relevant to the issue of whether the sunglasses
SBG sells are genuine and authentic, and among other things, SBG opened the door tg discover
about its supply chain by asserting a first sale doctrine affivendefense.Id. at 5-6.) Judge
Gilbertdetermined that the identity of SBG’s suppliers was confidential commerciahation,
and consequently ordered that the material be produced with an attorneys’ eyeABON)
designation. I¢l. at 16-11.) However, Judge Gilbegrovided that Maui Jim could file a motion
seeking leave to ddesignate documents or modify the restrictions imposed by the AEO
designatiorshould it conclude the AEO designation “is frustrating its ability to adequately
prosecuteand defend this lawsuit.”ld. at 10-11.)

On December 8, 2017, SBG moved for clarification of Judge Gilbert’s order.
(Dkt. No. 65.) Maui Jim opposed the motion aaldo requestethatSBG dedesignate its
supplierrelated documents from AEO to “CONFIDENTIAL.” (DKtlo. 68 at 2.) In the

alternative, Maui Jim sought to amend the Agr€edfidentialityOrder(Dkt. No. 51) in order to



addfive Maui Jim executiveso the list of individuals who camview AEO-designatd
documents. (Dkt. No. 68 at)2Judge Gilbert held hearings on December 13, 2017 and
December 18, 2017 to address SBG’s motion to clarifythe attendant matters.

(Dkt. Nos.70-71.)

At the hearing, Judge Gilbert considered new evidence presented by the parties
regarding SBG’s supply chain. In particular, the parties discusseB@aocument concerning
its supply chain, showintpatin 2017, SBG prchased 7g4ercent of itdMaui Jimbranded
sunglasses from two companies owned by SBG SB& Compmanies”) with the remainder of
its purchases coming from thighrty suppliers. See Resp.to Objs., Ex. B (Dkt. No. 83).)

SBG representetthatthe SBG Companies purchase the sunglasses directly from a European
executive at Mawim. (Resp. to Objs. at 4.)

After holding two hearings on the matteonsidering the parties’ oral argumerdad
taking into account the new information presented, Judipei&modifiedthe
November 27, 2017 Orde(Dkt. No. 71.) On Decembeil8, 2017 Judge GilbertuledSBG’s
supplier information need only be produced witi@GNFIDENTIAL designation, rather than on
an AEO basis (Id.) The Order further modified paragrapfc)(2) of the partiesAgreed
Confidentiality Order, reducing the number of Maui Jim indialduvho may review such
informationto three Maui Jim officialslesignated at the hearingstead of the default five
company representativegd.) Judge Gilberstayed any thirgbarty discovery of Maui Jim’s
customers or SBG'’s suppliemsith the excption of the SBG Companiesld() Finally, Judge
Gilbertdirected SBG to produce on a CONFIDENTIAL basis the identity of the European Maui

Jim employee from whom the SBG Companies purchese Jimbranded sunglassedd.]



SBGnow argueshat insofar as the December 18, 2017 Order allows senior Maui Jim
executivesaccess to highkgonfidential thirdparty supplier informatior, it will “devastate
SBG'’s businessand “unavoidably destroy SBG’s ability to legitimately compete in the
marketplace.”(Objs. (Dkt. No. 74at 2-3.) SBGcontends this is because “it is inevitable that
these three executives who have significant influence over th®atay decisions of its global
distribution network . . . will—consciously or otherwis¢ake internal action thatould
irreparably harm SBG’business.” I@. at 2.) Instead5BG suggests gunior Maui Jim
employee with access to Maui Jim’s global computer records” should verifgdbels
concerning the authenticity of its good$d.Y SBGalsoargues Judge (biert’'s Order was
clearly erroneous because it alleavfor the production of suppbthain data “without a scintilla
of evidence” thaBBG s selling counterfeit goodsld( at 4.) SBGassertshe Order is
additionallyerroneous because “other, less deatasy, options exist to obtain the information
Maui Jim claims it needs.”ld.)

LEGAL STANDARD

We mayreverse a magistrate judge’s discovery rubnty when it is tlearly erroneous
or contrary to law. Hassebrock v. Bernhoft, 815 F.3d 334, 340 (7th Cir. 2016) (quoting
28 U.S.C. $36(b)(1)(A));seealso Fed. R. Civ. P. 72(a) (“A district judge in the case must
consider timely objections and modify or set aside any part ¢frthgistrate judge’sprder that
is clearly erroneous or is contrary to law. WMagistratgudgesenjoy extremely broad discretion

in controlling discovery.Jonesv. City of Elkhart, Ind., 737 F.3d 1107, 1115 (7th Cir. 2013)n “

! SBG does not object to the portion of the December 18, 2017 Order directing SBG to produce
on a CONFIDENTIAL basis documents related to the SBG Companies or the Maui Jim
European operations executive with whom tleypusiness. (Objs. at 8, n.7.) SBGicedes

that it must provide that information to Maui Jim on a CONFIDENTIAL, not AEO, baais “it

is not a subject on which SBG raises an objectioid’) (



short, the district judge reviews magistratdge discovery decisions for clear error.”
Domanusv. Lewicki, 742 F.3d 290, 295 (7th Cir. 2014)The clear error standard means that the
district court can overturn the magistrate judge’s ruling only if the district olaft with the
definite and firm conviction that a mistake has been madéeks v. Samsung Heavy Indus.
Co., Ltd., 126 F.3d 926, 943 (7@ir. 1997).
ANALYSIS

SBGobjects to Judge Gilbert's December 18, 2017 Order as clearly erroneous on three
grounds. (Objs. at 3.Frirst, SBGargueso evidence supports a finding that disclosurigso
suppliers to Maui Jim executives is necessaryaui Jim to pursue its presentiohs and
defend the Counterclaimld() SecondSBGargueshe Decembet8, 2017 Order failto afford
sufficient weight to itgnterest inmaintaining theconfidentiality of its supply sources other than
the Maui Jim distributoat issue in its Counterchaiand affirmative defense¢ld.) Third, SBG
contendstiwas error to retra¢he lessprejudicial means of producing the supply chain
information under astrict’” AEO designation. Ifl.) SBG asserts the AEO designation would
protectSBG'’s legitimate interests in tlwenfidentiality of its suppliers while still satisfying any
legitimate need Maui Jim mdave indetermining the authenticity of the Maum3branded
sunglasses sold by SB@Ed.)

We cannot conclude the December 18, 2017 Order was clearheeus or contrary to
law under 8§ 636(b)(1)(A) or Rule 72(alassebrock, 815 F.3d at 34QJones, 737 F.3d at 1115.
After reviewing the parties’ exteiwvge and comprehensivgiefs and holding hearings during
which the parties presented evidence, Judge Gilbert (1) concheldtscovery Maui Jim seeks
is relevant and necessaand(2) determinedafter weighing the potential harm to each of the

parties that the documents should be produced with a CONFIDENTIAL designation, as opposed



to the more strict AEO designation. We see nothing in Judge Gilbert’s decision to camvince
that a mistake has been made, nor do SBG’s objections persuade us otHasesgeeks,
126 F.3dat 943.

SBG first argues that sufficient evidence does not support the decision to abiesdre
of third-party supplier information to the three Maui Jim executives, and implies an earglenti
hearing should be held to determine whether Maui Jim has proven both a substantial need and
that no less burdensome metladcdatisfying its discovery needsists (Objs. at 3, 13—-1%
However, as Maui Jim observes, SBG never requested that Judge lGlrarty such
evidence, and in any case, Judge Gilbert reasonably concluded that “the fawiasi Jim
need somebody internal at the company to be able to show these documents to” in order to
meaningfully advance their casese¢ Dec. 18, 2018 Hr'gr. (Dkt. No. 72) at 39.) dformation
about SBG’s supply chain for Maui Jim-branded sunglasses is relevant to the issuthef whe
those sunglasses are genuine and authentic, an issue that is squarely before bo¢ghdbased
on Maui Jim’s allegations and SBG'’s affirmative defens&se ov. 27, 2017 Order
(Dkt. No. 58) at 5-6.) Judge Gilbert explained thaitkout allowing individuals within the
company to review SBG’s supplier information, it would “hamstring Maui Jim in bdilggta
identify whether the sales of Maui Jim glasseSnmartBuy were cominditough authorized
distributors [or] whether thewere authentic glasses or ridiecause Maui Jim*counsel would
not have the ability by themselves to understand the significance of the inforrhatitimety
were getting from SmaBuy.” (Hr'g Tr. at 21.)

Judge Gilbert also determined that Maui Jim emplogéesild only have access to
SBG’s supplier documents on a “need to know basisl) (Thus, &er hearing the arguments

and evidence of the parties, Judge Gilbert modified his Novemb2027,0rder to limit



disclosure oSBG’sthird-party supplier information to thréddaui Jimexecutives, as opposed to
the default fiveJay Block, Vice President of Global Brands, Paul Lippens, Vice President and
CFO, and Chris McLain, e Pesident of Purchasingld() These individualbear
responsibility for monitoring and decisionaking related to the instant litigatiandmanage
Maui Jim’s antidiversion efforts. 1@d.) Judge Gilbertarefully articulated the reasons for his
discovery ruling, basetthe decisioron substantial findings of fact, and reasonably limited the
scope of the disclosure of information to protect the legitimate interests of lotds.pa

Nor do we agree with SBG’s argument thatlge Gilbert'©rder fails to afford
sufficient weight to SBG'’s interests in maintaining the confidentiality of itslgrgpformation.
Judge Gilbert explained on the record the reasons for his ruling, observing amoniiogjser t
that the “parade of horribles thatn&rtBuy articulated . . . is pretty limited” in light of
newly-produced information showing thidhe vast majority’of SBG’s purchases of Maui
Jim-branded sunglasses were not made through thegartg-suppliers SBG is trying to
protect’ (Seeid. at19-20.) Moreover, any concern abqutential competitive harm to SBG
as a result of disclosure of this limited amount of information to Maui Jim waséfurthigated
by the caveat in the confidentiality order that disclosure of this informatioorddential
material is further limited only for purposes of the litigation and not forpamgose whatsoever

other than the litigation.” I4.; seealso id. at 13-14 (finding SBG’s concerthat information

2 SBG agreed that through 2017, approximately 74 percent of SBG purchases of Maui
Jimbranded suglasses were made through the SBG Companidsat(19.) SBG does not
contest that it must disclosgocuments with respect to these supphath a CONFIDENTIAL
designation. (Objs. at 8, n.7.) In addition, one other supplier accounted for aborgelt pe
SBG'’s purchases of Maui Jibranded sunglasses through 201Id.) (Judge Gilbert thus
observed that the identity of the third-party suppliers SBG is trying to shiefddiscovery—
and which SBG contends will “devastate” its business if reveatedount fora relatively small
and de minimus proportion of its supply of Maui Jim-branded sungladsest 20.) Moreover,
one of the entities had already been terminated by Maui Jim based on factg sepaehte from
the instant litigation. I¢.)



disclosed on a CONFIDENTIAL basis could be used for purposes outside the litigagon w
“overblown” considering paragraph 5(a) of the Agreed Confidentiality Order, whistdgs

that confidential information shall not be used or disclosed by the parties for aog@uather
than the instant litigatiea-a violation of which could result in “sanctions in addition to potential
claims”).) Finally, Judge Gilbert weighed the risk of harm to SBG from the disclosure of the
supplier informatioragainstMaui Jinis needto have the information “both to prosecute the
litigation, defend the counterclaim, and to engage in meaningful settlemesdgsies,” and
concluded that on balance, disclosure was warrantddat(21.) While SBG argues its supply
chain information must remain confidential in order to preventiMan from terminating
distributors, SBG failetb point to any factual allegations supporting its claiee {d. at 8.)

The magistrate judge is in the best position to make determinations as to the extent to
which discovery shdd be allowed in this matter, afidnjoys] extremely broad discretion in
controlling discovery.”Jones, 737 F.3d at 1115While SBG disagrees with Judge Gilbert's
December 18, 2017 Ord&8BG’sobjections reveal little more than an attempt to rehash the
issues. SBas noimetits burden of showipthat Judge Gilbert’s decisiavasclearly

erroneous or contrary to law, and its objections are accordingly overruled.



CONCLUSION
For the foregoing reasons, we overral¢heir entiretySBG’s objections to Judge
Gilbert's December 18, 2017 Order denying defendants’ combined motion to clarify and for

entry of a protective order. (Dkt. No. 74.) It is so ordered.

Pap E oper

Marvin B> Aspen
United Stes District Judge

Dated: February 26, 2018
Chicago, lllinois
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