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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF NEW YORK

___________________________________________________________ X
FUJIFILM NORTH AMERICA X
CORPORATION
Plaintiff, : MEMORANDUM
: DECISION AND ORDER
- against :
: 16-cv-5677(BMC)
BIG VALUE INC., et al., :
Defendand. :
___________________________________________________________ X

COGAN, District Judge.

Plaintiff FUJIFILM North America Corporatiohas movedhn limine to preclude
defendants fromeferring to or introducing certain arguments or evidence at tAklintiff has
also movedn limine to exclude the opinions and testimonyB&iG Defendantséxpertunder
Federal Rule of Evidence 702. For the following reasglasmtiff's motions are granteth
whole or in part.

l. Plaintiff's Motion in Limineto PrecludeAll Defendants from Referring to Their
Profits asBenefitting Non-Party FUJIFILM Entities (No. 1)

Plaintiff asks the Court to preclude all defendants from discussing or introducing
evidenceabout their profits benefitting plaintiff's parent company or any othermawty
FUJIFILM entity. Defendants Big Value Inc., F&E Trading LLC, and Gadget Circuit LLC
(collectively, the “BFG Defendants”)adnot oppose the motion. Defendants Goldiexited and
Tri-State Camera Exclnc. (who refer to themselves as the “FLG Defendants”) oppose the
motion on the ground that any profiisnefittingplaintiff’s parent company are relevanttbh@ir

first sale/exhaustion defense.
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The first sale/exhaustiodoctrine generally prohibits a trademark holder from recovering

for unauthorized resales of goaalslong as thgoods are genuinéseePolymer Tech. Corp. v.

Mimran, 975 F.2d 58, 61 (2d Cir. 1992But if goods intended to be sold in another jurisdiction
are materially different than domestic goods, they are not “genuine” withingaeing of the

first sale/exhaustion doctrin&eeOriginal Appalachian Artworks, Inc. v. Granada Elecs., Inc.,

816 F.2d 68, 72-73 (2d Cir. 198 DanFoam A/S v. Brand Naed Beds, LLC500 F. Supp. 2d

296, 317 (S.D.N.Y. 2007}%eealsoSociete Des Produits Nestle, S.A. v. Casa Helvetia, 982

F.2d 633, 638 (1st Cir. 1992) (“[A]n unauthorized importation may well turn an otherwise
‘genuine’ product into a ‘counterfeit’ orig.

Whether the grayrarketFUJIFILM cameras at issue in this case materially different
from those authorized to be sold in the United Statakeydisputed issuelf plaintiff cannot
prove that thgraymarket cameras are materiadlijferent fromits authorizedamerasits
Lanham Act claims will fail, regardless of whether its parent companyetksiome financial
benefit from the sale of unauthorizegmeraso any benefit from profits is not relevant to
plaintiff's case or defendhd’s ability to rebut it. The Court agreewith plaintiff that, to the
extent this evidence is relevant at all, any probative value it has would be sabgtanti
outweighed by the risk of the jury confusing the issugkintiff's first motionin limine is
therefore granted.

Il. Plaintiff's Motion in Limine To Preclude Evidence or Testimony About BFG
Defendants’ Expense¢No. 2)and RelatedDaubert Motion

Plaintiff movesunder Federal Rule of Civil Procedure 37 to precBBE& Defendants
from arguing or offerin@anytestimony or other evidence of their expenses from themgeaket
cameras other than the cost of those cameiaght of BFG Defendantdailure to respond to

plaintiff's discovery requests on these topi€daintiff argueghatBFG Defendants’ production



in response to plaintiff's request included only: six purchase ofdéish relateto the cost of

the goods) and a one-page summary spreadsheet purporting to summarize defgretanis)
expensesattributable tahe FUJIFILM gray-market camerasThe spreadsheésts categorieof
businesexpensescluding salaries, advertising, bank charges, business travel & auto expenses,
computer maintenance, employee benefits, insurance, office expenses, @rafdsss, rent,

repairs, shipping, and utilities & miscellaneous.

Plaintiff arguesthat theCourt should preclude BFG Defendants from arguing or
producing evidence of these “disputed deductions” because they refused to produddeny of
underlying documents to substiate the figures in the spreadsheet and none of BFG
Defendants’ witnessesicluding Roy Raphaelits witness designated under Federal Rule of
Civil Procedure 30(b)(6), could explain how the spread&hBgtreswere calculated or how the
allocations wee made (BFG Defendants purported to allocate the amount of geeieral
operating expensestributable to FUJIFILM graynarket good®y multiplying their total
annual expenses by tpercentage of their revenue FUJIFILM granarket goodsepresented
Plaintiff does not challenge thédlocation methodologin the abstract, but instead challengss
application here where BFG Defendants haviepnovided any data to support the final figure or
explained what amounts were used to calculate it and)why

Plaintiff's Daubertmotion is related: Plaintiff moves to exclude testimonBb{

Defendants’ experDr. Elliot Fishman whose expert report is based on the same spreadsheet
thatis the only evidence BFG Defendants produced to support theicostof-goods allocated
expenses Plaintiff argues thah reaching conclusions based on that spreadsheet, Dr. Fishman
improperly relies on unreliable evidencBlaintiff also argues thais opinionthat theperfectly

competitive market” theory elgqins why BFG Defendants’ profits were so low is unreliable.



A. Motion in Limine No. 2

Under Rule 37(R)(A) of the Federal Rules of Civil Procedure, a district court may
sanction a party for faire to obey a discovery order by, among other thidigscting that
certain facts be deemed establishad “prohibiting the disobedient party from supporting or
opposing designated claims or defenses, or from introducing designated magtedence.”

Under Rule 3{t), a“[i]f a party fails to provide inbrmation or identify a witness as
required by Rule 26(a) or (e), the party is not allowed to use that information orsaiines
supply evidence . . . at a trial, unless the failure was substantially gistifie harmless.™[A]
‘bad-faith’ violation of the Rule 26 is not required in order to exclude evidence pursuant to Rule
37, [but] it can be taken into account as part of the party’s explanation for its failam@pbyc

Design Strateqgy, Inc. v. Davis, 469 F.3d 284, 296 (2d Cir. 2006).

Plaintiff's motion provides a detailed summary of its requests for information related to
BFG Defendants’ expenses, beginning with its First Requests for Prodwsgigadon January
18, 2017), continuing through its motion to compel, which the Court granted on October 19,
2017, its Second Requests for Production (served on September 6, 2017), and its November 22,
2017 letter addressing the summary spreadshéatplaintiff notes, BFG Defendargsrved a
certificate of compliance on plaintiff on October 25, 2017, which stated that thegdraed on
plaintiff all responsive documents ordered to be produced by the Court in this Order"®ut B
Defendants never produced any documents substantiating the summary spreadstyeether

evidenceo support the proposed amounts for the costof-goods expenseas the spreadsheet.

! Plaintiff's motion also refers to its December 14, 2017 motion to compéthwthe Court granted, but that motion
did not cover the materials discussed here.
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Plaintiff argues thathe Court should sanctiddFG Defendantsinder Rule 37 (bfor
failing to comply with the Court’s discovery or, in the alternative, BFG Defesddnauld be
precluded fronrelying on the summary spreadsheetler Rule 37(c) because they neither
produced the underlying documents nor provided a witness who could gkgl@preadsheet

It is undisputed that BFG Defendants never produced any of the underlying documents
and plaintiff'sargumeniabout the 30(b)(6) witness is supported by the deposition transcript.
BFG Defendants’ designated witneestified that the spreadsheet was baseidfonmation
provided to him by the “head of accountihthat it was created because “[a]ttorneys asked for
it,” and that his only role in the spreadsheeteationwas “[mJaking a pivot table and putting
down all of the information, laying it out in Ex¢éhe testified to this last point at least twice
during the depositior?

BFG Defendants have produced no compelling arguments in oppdsifdaintiff’s
second motion, and, on this record, it is hard to see how they could.fifdt@rgument- that
plaintiff did not move to compel production of the documents it claims Dr. Fishman relied upon
—is franklyastounding given the discovery history described above and on the transbript of
Fishman’s deposition.

In an email dated Februa®g, 2018, counsel for plaintiff asked BFG Defendants for
(among othethings) “auditedfeviewed financials for parent company on consolidated basis,
2013-2016" andany additional details 0BG&A numbers, broken down by category and year.”
(SG&A stands for “selling, general and administrative expenses” &g te that portion of a

company’s income statement that lists all of a company’s direct and indirect expense

2 This information was redacted from plaintiff's publidlied brief in support of its motiom limine. The Court
sees no reason why these particular responses are sensitive businesgiorfar otherwise warrant sealing.



One month later, during his deposition on March 23, 2018, Dr. Fishman stated that he
hadreviewed BFG Defendants’ SG&if an annual report that covered 2013 to 2916.
response to a question from plaintiff's counsel about why he had not disclosed that gpomaal r
as a source consulted in his expert report, Dr. Fishman replied that “[i]t wasraiglolvand
they were not used for any of my rebuttal.” Plaintifftainsel immediatelgsked counsel for
BFG Defendants to produceattS G&A:

They were called for. Just on the record, we asked for that information in

discovery months ago. There is absolutely no reason why it should have not been

produced as part of regular fact discovery in this case. They certainly sheeld ha

been disclosed and produced in connection with expert discovery in this case. So
the sooner you can get those materials to us the better.
Counsel for BFG Defendants replied “certainlyBut BFG Defendants never produced
the SG&Aor any othereliabledocumers to support their “allocated costs” figure
besideshe summary spreadshéet.

A discovery sanction against BFG Defendants under Rule(2Y()(ii) is
appropriate hereAs described above, plaintiff brought this deficiency to BFG
Defendants’ attention repeatedly and they refusedctify it. This Court ordered them

to comply with plaintiff's requests on October 19, 2@hd the record makes clehat

they did not, even though they sefintiff a certificate of compliance. And BFG

3 Later in the same deposition, Dr. Fishman stated that the SG&A owdyear 2014 to 2016, but this distinction is
immaterial; the point is BFG Defendants never producéd iaintiff.

4 Dr. Fishman mentioned three other documents durindépssition (1) a “depreciation worksheet”; (2) a
“workbook”; and (3) his own handwritten notes from his visit to BFGelddéntssite. As to the first, Dr. Fishman
testified in his depsition that he only relied on the worksha@ethe sense that he concluded from it that
depreciation was an insignificant expense. Therefore, to the extent tieeidépn worksheet has any prabat
value, it would not gpport BFG Defendants’ position. As to the “workbook” (a single page) hwisied
percentages next to descriptions suchSaddties,” ‘Commissions,” Advertising,” and'Rent,” Dr. Fishman
testified that it “wasn’t an official@ampany document” and did not know whether the numbers at the top, which he
thought were revenue figures, represented BFG Defendants’ revenlgJfqerBducts generally or only gray
marketFUJI productsor which year’s revenue they reflectelde did noknow how any of the percentages listed
were calculated. Finally, as to Dr. Fishman’s handwritten notes, thegt guport to list any cost allocation
information.



Defendantsvere certainly on notice th&ule 37 sanctiongere a possibility:In both
orders granting plaintiff’s motions to compel agaith&m the Court reminded BFG
Defendants that “failure to complwith their discovery obligationshay result in
evidentiary or additional monetary sanctions under F.R.C.P. 37, including striking their
answers and entering default judgménts light of their failure to comply with this
Court’s October 19, 2017 disceny order, BFG Defendants are prohibitean
introducing any evidence to support the disputed deductions (the allocated expenses),
except for the cost of goods sold.

Even if a sanction under Rule 37(b) were inappropriate, thstdficient
evidenceunder Rule 37(c) to preclude BFG Defendants from usiagpreadsheas to

the disputed deductions. Comp#@n Hing Enters Inc. v. WalMart Stores, Ing.359

F. App’x 235, 238 (2d Cir. 2010) (holding that district court did not abuse its discretion
by granting motionn limine to preclude party from introducing summary spreadsheets at

trial when it failed to produce the underlying datéth Lee Valley Tools, Ltd. v. Indus.

Blade Co, 288 F.R.D. 254, 260-61 (W.D.N.Y. 2013) (declining to preclude &ian
summaries unddRule 37(c) where party failed tomely produce underlying data but
subsequently produceid‘shortly after the discovery deadline and well in advance of any
trial”).

Nor would it be appropriate, as BFG Defendants argudF@ Defendants’
CEO or another business owner to testify to these facts. Defendants’ dabigitaess,
Raphaelitestified at his deposition that he did not know the source of the numbers listed

in the summary spreadsheet and had no substantive miéimg it together BFG



Defendants cannot producetaal anew witness to testify to facthat the person it
designated under the process established by the Federal Rules did not know.

Contrary to BFG Defendants’ argument, there is nothing “uniolargh” about
preventing them from arguing or offering into evidence testimony or other egidénc
their expenses from the gray-market cameras other than the cost of gootd3sisid.
record positively screams “bad faith” and BFG Defendants have noaéeempted to
crediblyclaim otherwise in theiopposition®

B. Daubert Motion

FederaRule of Evidence 702 permitestimony by an expert witness “[iJf scientific,
technical, or other specialized knowledge will assist the trier of fact to tadéithe evidece
or to determine a fact in issueThe proponent of the expert testimony has the burden of
establishing, by a preponderance of the evidence, that the testimony is coymeletesmt, and

reliable. _Se®aubert v. Merrell Dow Pharm., Inc., 509 U.S. 579, 592-93, 592 n.10 (1993).

determine whether a proposed expert’s testimony is admissible under Rule W@ theust
therefore examine(1) the proposed expert’s qualifications; (2) whether the proposed testimony
is relevant, that is, whether it winl be helpful to théactfinder, (3) whethethe proposed

testimony is based on reliable data amethodologies.d.

5 Plaintiff's brief in support of this motioim limine sought an order precluding BFG feadants from offering or
attempting to offer evidence testimony or other evidence of the “disputiedtaens,” which plaintiff distinguished
in its brief from the “cost of goods sold.” In its reply, plaintiff appgearexpand its request and ask therCwm
preclude BFG Defendants “from using at trial any evidence of costshevitbrough documents, fact witnesses, or
expert testimony.” As plaintiff's reply notes, it has “to date . . . takepais@ion that both the revenue and COGS
numbers in theummary spreadsheet at issue may be accurate.” The Court grants theaigtiéffrelquested in its
brief in support of the motion: BFG Defendants are precluded fronminaffevidence testimony or other evidence
of any expenses except the cost of gadd.

8 BFG Defendants’ second argument, that the sufficiency of the spreadshéatiual question for the jury, is also
off the mark. It assumes that there are reliable facts that the jury could evaluate; thes@pariting plaintiff’'s
motion kecause there are not.



As to the third of these three inquiries, the Court should consitether the testimony is
“grounded in sufficient facts or data” and is “the product of reliable principles ambdsgt and
whether the witness “has applied the principles and methods reliablyfaxth®f the case.”

SeeWills v. Amerada Hess Corp., 379 F.3d 32, 48 (2d Cir. 2004) (internal quotation marks

omitted)(quoting Fed. R. Evid. 702). The Second Circuit has endorsed an especially broad
standard for the admissibility of expert testinpbut even under that standard, “expert

testimony should be excluded if it is speculative or conjectu@éBoucher v. U.S. Suzuki

Motor Corp., 73 F.3d 18, 21 (2d Cir. 199&.district court has broad discretion in deciding

whether an expert’s testimony is reliable under Dauldeéuimho Tire Co. v. Carmichael, 526

U.S. 137, 152 (1999).

Plaintiff's Daubertmotion flows directly from its second motiamlimine: Dr.

Fishman’s expert report is based on the summary spreadsheet for which BFG Defesidaed
to produce the underlying dat®r. Fishman testified repeatedly thatdid not review any of
the underlying data for the spreadshe®d insteadelied on the numbers he was given by BFG
Defendants to reach his conclusioror Example he testified at his depositigresponding to
plaintiff's counsel) “You have asked me five, six, téimes what the underlying maih but |
didn’t do the underlying math. | relied on the company. The company would be the best sour
of understanding what the math is behind the allocations. | relied on the company.”

Dr. Fishmartestified that halsorelied on(1) theinterrogatoies and(2) the
interrogatory response) the Amended Complain{4) his conversations with BFG
Defendants’ executiveand(5) the depreciation worksheet a(®) the workbook described
above. The first and thiraof these are irrelevanthe secondndfourth aremeaningless because

BFG Defendantsinterrogatoryresponsearenot substantivand Dr. Fishman did not identify



anything from his conversations that explained the cost allocation figures, difththadsixth

are, as explained above, untialp As described above, Dr. Fishman also reviewed the
company’s SG&A, but he testified that he did not rely on it to reach the conclusion kpéis e
report Thus,all of thatpurported evidence boils down to, as plaintiff points out, the summary
spreadheet that BFG Defendants’ provided him, the numbers in which he accepted atdace val
To permitDr. Fishman to testify as an expert before the jury woul lalow BFG Defendants

to presentheir unsupported opinions under the guisBofFishman’sxpertise. Theres no

reliable foundation for Dr. Fishman'’s testimohgtaintiff’'s motion to preclude it under Rule

702 is granted.

[I. Plaintiff's Motion in Limineto PrecludeAll Defendants from Referring to
Evidence Not Produced in Discovery Regarding Use of Disclaimers or
Warranties (No. 3)

Plaintiff alsomoves to preclude all defendantsrh arguing, discussing, or introducing
evidence not produced in discovery, includawdence aboulefendantsalleged use of
disclaimersand warrantiefor graymarket cameras they sold

Plaintiff details in its motion its document and interrogatory requestofoes and
descriptions otlisclaimers or warrantigbat defendantsffered Plaintiff argues (and
defendants do not dispitinatthey(1) did not produce any documents showing that they used
disclaimers(2) dd not produce any warranty documents showing the warranty;t€3hd not
produce any documents showing that tbegsistently offer any warranties at. ailaintiff

argues thabecausdBFG Defendantbave the burden of proving the “disclaimer defense” and

because thelgavefailed to produce any documents showingubke ofdisclaimersthey should

7 Without a foundation of reliable factual evidence, the rest of Dr. Fislsmaport is immaterial. gproximately
five of the seven pages of analysis infeigort dscusshistheory that the market fgray-market camerais a
peifectly competitive markewhich he concludes fsirther support of the reliability of thmodest profits he
calculatel the BFG Defendants to have receivmsihgthe figures in the spreadsheet sumymar

10



be prevented from introducing any documaenrttestimonyabout their use of disclagrs. (This
disclaimer defense onbpplies to BFG Defendanbecausd-LG Defendants did natise i).

As to warranties, plaintiffeeks a narrower category of reli@i order precludingny evidence
that was not produced in discovery.laiRtiff makes clear in its reply that it is only seeking in its
motion topreclude anyew warranty evidence or testimony, including any specific warranty
terms that deferahts have not already produced.)

As to plaintiff’'s request to precluddl evidenceof disclaimers, including any testimony
about them, the relief is granted in part and reserved in part. BFG Defendantsdémiifyt
any documentary evidence thhey seek to introduce and have awgplained why their failure to
do so until now is “substantially justified” or “harmless” consistent with Rule)3Mefendants
will not be permitted tantroduce such evidence at trial.

As to precluding altestimony about disclaimerghe Court withholdsuling on that
portion of themotion until trial However, the Couriotes that it sees significant hearsay and
best evidence rule issues with a witness for BFG Defentissiifyying about the existence of
disclaimers when BFG Defendants never prodikech The rule against hearsay would
certainly preclude a witness from testifying to aligclaimets contents.

The same is trutor thewarranties: defendants may not introduce any new documents
that they did not produce in response to plaintiff's requests and, alttfmeiglvitnessesare not
categorically precluded from testifying about warranties, there mayoedlearsay and best
evidence rule problems with such testimony.

Contrary to BFG Defendants’ argumeatsout evidence of warrantiggaintiff’'s request
does not mean thétis skirting this Court’s order denyinglaintiff’'s motion for summary

judgment The Court concluded that there remainggiauine dispute of material fact about

11



whether the warranties plaintiff provides are materially different ficen §uperior to) those
defendants provide, either by their terms or because defendants do not actually provide
warrantiesat all This genuine disputexists because plaintiff did submisiwarranty (or
warranties)ith its motion so the Court had no way determine whether they are materially
different from defendants’As described above, #trequesto preclude documents requested but
not produced is entirely proper under Rule 37@.G Defendants have not identified any other
evidence that they seek to introduce nor explained why their failure to do so until now is
“substantially justified” or “harmless

FLG Defendants object to this motion on the ground that it is unnecesay argue
that they do not seek to introduce any documents that were not produced in dis€daenyff's
motionto exclude any evidence it requested traddefendants did not producegstirely
proper given defendants’ history @peatedon-conpliance with discovery requests.

Defendants will have their day court but theywill not be permittedd sandbag plaintiff
with evidence plaintiff properly requestbdt whichdefendant:mever producedPlaintiff's third
motionin limineis grantedn partand reserved in part as descdte this section.

CONCLUSION

Plaintiff's [185], [190] motionsn limine and [189]DaubertmotionareGRANTED.
Plaintiff's [191] motionin limineis GRANTED IN PARTAND RESERVED IN PART
SO ORDERED.

Digitally signed by
Brian M. Cogan

u.S.D.J.

Dated: Brooklyn, New York
September 4, 2018
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