IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

H H FLUORESCENT PARTS, INC. : CIVIL ACTION
VS. :

NO. 04-CV-1997
DM TECHNOLOGY & ENERGY, | NC

VEMORANDUM AND ORDER

JOYNER, J. Novenber 28, 2005

Thi s Lanham Act case is now before the Court for disposition
of the Plaintiff’s Mtion for Sanctions agai nst Defendant for
failure to provide discovery. For the reasons which follow, the
notion shall be granted.

Hi story of the Case

Plaintiff and Defendant are both |ighting conponent
manuf acturers and distributors and al so direct conpetitors in the
I ighting conponent market. Anobng ot her products, both parties
manuf acture and sell T-5 mniature bipin |anpholders with netal
fasteners throughout the world. Plaintiff alleges that Defendant
intentionally m srepresented that the T-5 miniature bipin
| anmphol ders which it manufactures and sells are approved for 600
volt usage by Underwriter’s Laboratory (“UL”) and CSA, two
nonprofit testing | aboratories which operate primarily in the
United States and Canada to evaluate and certify that a given

product has net certain usage, performance and safety



requi renments. UL and CSA approval further give a product a
conpetitive edge in the overall marketplace over products which
are not UL and/or CSA certified. Plaintiff contends, in Counts
I-111 of its conplaint, that by making fal se and m sl eadi ng
representations that its T-5 mniature bipin | anphol ders have UL
and CSA approval for 600 volt use, Defendant tortiously
interfered wwth Plaintiff’s business relationships, unfairly
conpeted with it, and violated the Lanham Act, 15 U S.C
81125(a). Additionally, given that the parties entered into a
witten License Agreenment pursuant to which Defendant was to
manuf acture fluorescent lighting conponents for Plaintiff bearing
Plaintiff’s name, Plaintiff seeks a declaratory judgnment in Count
IV of its conplaint that Defendant is in breach of that agreenent
by virtue of its failure to provide UL-approved product.

In response to Plaintiff’s allegations, the Defendant
all eges by way of counterclaimthat Plaintiff fraudulently
i nduced the Defendant into shipping products Defendant was
wi t hhol di ng due to non-paynent by the Plaintiff, that Plaintiff
was the first to breach the Agreenent, and that Plaintiff is also
responsi ble for m srepresenting the products that it sells in
viol ation of the Lanham Act and is thereby |ikew se guilty of
unfair conpetition

Plaintiff’s conplaint was filed on May 7, 2004 and Def endant

filed its answer with counterclaimon July 6, 2004. On March 31,



2005, Plaintiff served Defendant with a Notice of Deposition for
Def endant’ s principal, Victor Deng, to take place on April 19,
2005. Plaintiff included with that deposition notice a request
that DM produce, inter alia, “[a]ll docunments evidencing or
relating to nonthly sales of T-5 m niature bipin | anphol der Mde
No. Y94" to ALP, Alcoa “and any entity or person other than ALP
and Alcoa” fromJuly 16, 1999 to the present. (Exhibit “A’ to
Plaintiff’s Mdtion for Sanctions). Although it objected to the
docunent request, inter alia, “to the extent that it requires the
production of docunents that are not in the possession, custody
or control of Defendant,” Defendant responded to this notice on
May 3, 2005 that “the requested docunents will be produced.”
(Exhibit “B” to Plaintiff’s Mtion for Sanctions).?

On May 17, 2005, Defendant produced sone 2,062 pages of
docunents, Bates Stanped as DVMDOO1 t hrough DMR062. (See 18 and
Exhibit “C to Plaintiff’'s Mtion for Sanctions and {8 of
Def endant’ s response thereto). Defendant did not produce any
purchase orders and only fourteen pages of invoices reflecting
sales for the relevant tinme period. 1d. Defendant suppl enented

its docunment production on June 9, 2005 by supplying an

! M. Deng’ s deposition did not take place on April 19,
2005 and the parties subsequently agreed anong thensel ves t hat
t he docunents need only be produced within a reasonable tine
prior to M. Deng s eventual deposition. Although M. Deng’ s
deposition has been reschedul ed several tinmes, nost recently for
Cct ober 18, 2005, it has yet to be taken.
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addi tional 184 pages of docunents Bates Stanped DWMR063- D\VR247,
but none of these suppl enental docunents were invoices or
purchase orders. (910 to Plaintiff’s Mdtion for Sanctions and
10 of Defendant’s response thereto).

Because the only materials produced by Defendant that were
potentially responsive to the request for nonthly sales data were
“two sketchy summary charts setting forth very general annua
sal es nunbers for Al kco and an unnanmed custoner,” via letter
dated June 10, 2005 Plaintiff’s counsel asked that Defendant’s
counsel identify by Bates nunber which of the docunents provided
concerned nont hly sal es dat a. Plaintiff’s counsel clarified
that it was seeking the production of “all invoices and purchase
orders relating to sales by DM Technol ogy for each nodel T-5
m ni ature bipin | anpholder with netal brackets which is part of
the Y94 series for the period January 1, 1999 to the present.”
(911 and Exhibit “F" to Plaintiff’s Mdtion for Sanctions, Y11 of
Def endant’ s Response thereto). Apparently no further naterials
wer e produced by DM and on August 30, 2005, Plaintiff’s counsel
again wote to defense counsel in followup to their tel ephone
di scussions requesting the information regarding DMs nonthly
sales of the Y-94 series of T-5 mniature bipin |anphol ders.
(Exhibit “H to Plaintiff’s Mtion for Sanctions). Plaintiff’s
counsel also wote to the Court that sanme day requesting that a

conference regarding the parties’ outstanding discovery disputes



be scheduled. (Exhibit “I").

On Septenber 6, 2005, follow ng a tel ephone conference cal
with the parties in which Defendant’s counsel acknow edged t hat
his client’s docunment production appeared to be inconplete, the
Court issued an Order which provided at paragraph 2:

Def endant shall produce all invoices and/or purchase orders

for its sales of T-5 miniature bi-pins and shall certify

that all such invoices and/or purchase orders have been
produced within fifteen (15) days of the entry date of this

Order or suffer such sanctions as this Court shall deem

appropriate including the sanction of being precluded from

def endi ng against the plaintiff’s damages claimat the trial

of this matter.
Under cover letter fromits attorney dated Septenber 26, 2005, DM
produced additional docunments Bates Stanped DVR322 through DVR387
and authorized its attorney to certify “that to the best of its
knowl edge and belief it has produced all invoices and purchase
orders that relate to the Y-94 mni bi-pin with netal fasteners.”
(Exhibit “K’ to Plaintiff’s Mtion for Sanctions).

Because it had received via subpoena to 28 potential DM
custoners sone purchase orders and invoices which far exceeded
the quantity thus far produced by DM counsel for Plaintiff
cal |l ed defense counsel and was at that tine advised for the first
tinme that the reason why DM had failed to produce the requisite
i nvoi ces and purchase orders was because Defendant had a three-
year docunent retention policy and that all invoices and purchase

orders dated prior to three years fromservice of the lawsuit on

t he def endant had been destroyed. Plaintiff then filed the
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instant notion for sanctions on COctober 12, 2005 seeking as
sanctions for Defendant’s repeated failures to produce and as a
remedy to Plaintiff’s inability to calculate its damages, (1) a
finding by the Court that the defendant’s sales of T-5 mniature
bi pin | anphol ders during the relevant tine period (/.e., July,
1999 to the present) are those set forth in the summary chart
produced by Defendant, Bates Nunbered DWMD133; (2) an order
precl udi ng Def endant from pursui ng any damages clains pursuant to
its counterclaim and precluding Defendant from presenting any
testinony or evidence in contravention of the plaintiff’s clains
for damages.

Di scussi on

Plaintiff’s sanctions notion invokes Fed.R Cv.P. 37 which
provi des for sanctions in the event of failure to nmake di scl osure
or cooperate in discovery. Under subsection (b)(2) of that Rule,

“[i1]f a party or an officer, director, or managi ng agent of
a party or a person designated under Rule 30(b)(6) or 31(a)
to testify on behalf of a party fails to obey an order to
provide or permt discovery...or if a party fails to obey an
order entered under Rule 26(f), the court in which such
action is pending may make such orders in regard to the
failure as are just, and anong others the foll ow ng:

(A) An order that the matters regardi ng which the order
was nmade or any ot her designated facts shall be taken
to be established for the purposes of the action in
accordance with the claimof the party obtaining the

or der;

(B) An order refusing to allow the disobedient party to
support or oppose designated clains or defenses, or
prohibiting that party fromintroduci ng desi gnated
matters in evidence;



(© An order striking out pleadings or parts thereof,
or staying further proceedings until the order is
obeyed, or dism ssing the action or proceeding or any
part thereof, or rendering a judgnent by default

agai nst the di sobedient party;

(D) Inlieu of any of the foregoing orders or in
addition thereto, an order treating as a contenpt of
court the failure to obey any orders except an order to
submt to a physical or nental exani nation;

In lieu of any of the foregoing orders or in addition
thereto, the court shall require the party failing to obey
the order or the attorney advising that party or both to pay
t he reasonabl e expenses including attorney’ s fees, caused by
the failure unless the court finds that the failure was
substantially justified or that other circunstances nake an
award of expenses unjust.

Def endant subnmits that because the sanctions requested by
Plaintiff are so extrene, Plaintiff’s sanctions request should be

anal yzed using the factors first set forth in Poulis v. State

Farm Fire and Casualty Co., 747 F.2d 863 (3d Cir. 1984).

Al t hough Poulis involved disnm ssal of the plaintiffs’ cause of
action for failure to conply with court-inposed deadlines and
provi de di scovery, we would agree that consideration of the
Poulis factors would be appropriate in this case. Those factors
are as follows:

(1) the extent of the party’s personal responsibility; (2)
the prejudice to the adversary caused by the failure to neet
scheduling orders and respond to discovery; (3) a history of
di l atoriness; (4) whether the conduct of the party or the
attorney was wi//ful or in bad faith;, (5) the effectiveness
of sanctions other than dism ssal, which entails an anal ysis
of alternative sanctions; and (6) the neritoriousness of the
cl ai m or defense.



Poulis, 747 F.2d at 868 (enphasis in original). Not all of these
factors need be met for a district court to inpose the sanction

of dismssal. Cdarke v. Nicholson, 2005 U S. App. LEXIS 22340 at

* 10 (3d Gr. Qct. 17, 2005); Hicks v. Feeney, 850 F.2d 152, 156

(3d Cir. 1988). As Poulis commands, we now exam ne each factor
seriatim considering first the extent to which DMitself, as
opposed to its attorney, is responsible for the failure to
provi de copies of the purchase orders and invoices to the
plaintiff despite its counsel’s repeated representations that the
docunents woul d be produced and despite this Court’s O der of
Septenber 6, 2005. W concurrently consider also the extent to
which this failure was willful or in bad faith.

I n support of its response to the plaintiff’s notion for
sanctions, DM has attached the Declaration of Jian H M who owns
DMw th Victor Deng, her husband. M. M’ s declaration indicates
that she is also the Secretary and Treasurer of the corporation,
that she has primary responsibility for the financial affairs of
t he busi ness and that she was the individual nost involved with
| ocati ng docunents in response to HH Fluorescent’s di scovery
requests. I n acknow edging that DM s docunent production was
inconplete, Ms. Ma gives several excuses for why the defendant
has produced only a smattering of invoices and purchase orders
reflecting sales between July 16, 1999 and the present tinme, and

why they contain different information fromthose received via



subpoena.

First, Ms. Ma explains that the reason why the docunents
whi ch DM produced | ook different fromthose which Plaintiff
received in response to its subpoenas is because May Zhu, its
enpl oyee responsi ble for shipping goods to custoners, uses a
di fferent conputer systemto generate shipping invoices fromthe
one which Ms. Ma herself uses to create DMs own interna
financial invoices. Wile the information reflected on the
internal invoices is substantially the sanme as that contained on
the shipping invoice, it is not always identical and thus DM did
not intentionally alter or “adulterate” the materials which it
produced to Plaintiff, as HH all eges. Second, Ms. Ma attests
that “[b]ased on advice provided by our outside accountant, DM
retains copies of sales docunents, such as invoices and purchase
orders, for a period of three years. After three years have
passed,” DM “routinely” disposes of a year’s worth of sales
docunents. Third, Ms. Ma states that in |late 2001, a conputer
virus w ped out the sales data which she had stored in her
conputer and that, although she spent weeks manually re-entering
data into the systemfromhard copies, she only entered the data
she needed at that tine; hence she did not enter any data for
sal es transactions that had been conpleted and paid for.

Finally, Ms. Ma asserts that when she first began collecting

docunents to produce to HH, she only | ooked for sal es docunents



relating to the Y94 nodel and not for any other type of T-5
m ni ature bipin | anphol der with netal brackets.

In evaluating the foregoing, we first find plausible and
credi bl e Defendant’s explanation as to the different appearances
of the invoices/purchase orders. Gven that we have no reason to
doubt its veracity, we accept it as true. As to Defendant’s
ot her excuses, however, we note several deficiencies.? For one,
Def endant proffers no explanation as to why it waited until now
to informPlaintiff and the Court of the conmputer virus that
purportedly wiped out its data in |ate 2001. Second, we find
def ense counsel’s assertion that “there was no reason to
affirmatively disclose a docunent retention policy when HH had
not asked about such a policy and DM had already stated that it
was not produci ng docunents that were no longer within its
possessi on, custody or control,” to be grossly evasive. (See,
Defendant’s Answer to Plaintiff’s Mdtion for Sanctions, 8). To
be sure, there is nothing in the record to suggest that DM had a
docunent retention policy nor would there be any point in
inquiring into such a policy if Plaintiff already knew t hat DM

had one in pl ace. O course, for Rule 37 purposes, “an evasive

2 The Third Crcuit has noted that the “absence of
reasonabl e excuses may suggest that the conduct was willful or in
bad faith” and that “[i]n the face of court-inposed deadlines and
total failure to pursue a clai mbeyond the pleadings may
constitute wllful conduct.” Roman v. Gty of Reading, 121 Fed.
Appx. 955, 960, 2005 U.S. App. LEXIS 2358 at *15 (3d Cir. Feb
11, 2005).
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or inconplete disclosure, answer or response is to be treated as
a failure to disclose, answer or respond.” Fed.R Gv.P.
37(a)(3).

Third, we find sonewhat disingenuous Ms. Ma's attestation
that she did not |earn that the scope of docunents to be produced
was not limted to only the Y94 nodel until a few days before the
Court-ordered deadline of Septenber 23, 2005. |ndeed, the
plaintiff’s conplaint nakes clear that the itens in dispute in
this matter are T-5 miniature bipin |anpholders with neta
fasteners/brackets for 600 volt usage. Via letter dated June 10,
2005, Plaintiff’'s attorney clarified that he was seeking the
production of “all invoices and purchase orders relating to sales
by DM Technol ogy for each nodel T-5 mniature bipin | anphol der
with nmetal brackets which is part of the Y94 series...” 1In
paragraph 11 of its answer to the plaintiff’s sanctions notion,
defendant admts that it received this letter. By Ms. Ma's own
adm ssi on, DM manufactures nunmerous T-5 mniature bipin
| anphol ders whi ch have as the begi nning of their nodel nunbers
t he designation “Y94." Ms. Ma further acknow edges that not al
of the T-5 mniature bipin | anphol ders whi ch DM manuf acturers
under the “Y94" designation have netal brackets. Thus, even
gi ving Defendant the benefit of the doubt that it may have been
sonmewhat confused as to precisely which products Plaintiff was

seeking information about, it is the defendant who presumably has
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t he nost know edge of its own product line and thus we do not
think it unreasonable to expect the defendant to have asked the
plaintiff to further clarify which products’ purchase orders and
i nvoi ces were being sought. “WIIfulness involves intentional or

sel f-serving behavior.” Dilliard v. County of Northanpton, G v.

A. No. 05-CV-141, 2005 U.S. Dist. LEXIS 17622 at *14 (E.D. Pa.

Aug. 22, 2005), quoting Adanms v. Trustees of the N.J. Brewery

Enpl oyees’ Pension Trust Fund, 29 F.3d 863, 874 (3d Cr. 1994).

Agai nst this background, we find that the defendant itself bore
sone personal responsibility for the failure to produce and that
whi |l e there was undoubtedly sone inadvertence, there is al so

evi dence that Defendant’s failure to produce was intentional. W
t hus conclude that these two factors weigh in favor of the

i nposition of sanctions.

Consi dering next the defendant’s history of dilatoriness, we
note that Defendant had nearly six nonths to obtain the requested
docunents and that it failed to produce them despite having been
so ordered on Septenber 6, 2005. Although we believe that
Def endant has had anple tine to provide the materials in issue,
we do not find it to be unduly lengthy.® Consequently, we find
that this factor wei ghs agai nst sanctions.

Turning to the issue of prejudice, Plaintiff argues and

3 “Extensive or repeated delay or delingquency constitutes a
hi story of dilatoriness...” Adanms, 29 F.3d at 874.
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Def endant does not dispute, that it requires the sought-after
docunents to calculate the neasure of its damages on its Lanham
Act claimand its clains for tortious interference wth business
and unfair conpetition. To satisfy this Poulis factor,
“prejudi ce” does not nean “irrenedi able harm” but instead, the
burden i nposed by inpeding a party’s ability to prepare

effectively a full and conplete trial strategy. Roman v. City of

Readi ng, 121 Fed. Appx. at 959, quoting Ware v. Rodale Press,

Inc., 322 F.3d 218, 222 (3d G r. 2003). Prej udi ce al so
enconpasses unnecessary financial burdens inposed because of a

party’s msconduct. Dilliard v. Northanpton, 2005 U. S. Dist.

LEXIS at *11, quoting Adans, 29 F.3d at 874. Evidence of
prejudi ce to an opposing party bears “substantial weight in
support of a dism ssal or default judgment.” 1d., quoting

Scar borough v. Eubanks, 747 F.2d 871, 876 (3d Cr. 1984).

Def endant here does not contest that Plaintiff is prejudiced
by its failure/inability to produce the materials requested.
Rat her, Defendant argues only that it would be grossly unfair for
the Court to preclude it fromoffering evidence in defense of
Plaintiff’s damages clains or in support of its own danages
claims on its counterclaimor to enter a finding that the
defendant’s sales of T-5 miniature bipin |anphol ders during the
relevant tinme period (/i.e., July, 1999 to the present) are those

set forth in the sunmary chart produced by Defendant, Bates
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Numbered DWMD133, as that chart reflects DMs total sales of all

| anphol ders, of which the ones at issue represent, by Ms. Ma’'s
estimation, less than 1% of the total. Oher than the Ma

decl aration, however, Defendant has presented no evidence to
verify that the sales of the product at issue are no nore than 1%
of DM s total sales. For this reason and as prejudice is

undi sputed, we find that this factor weighs strongly in favor of
the inmposition of appropriate sanctions.

We next consider alternative renedies. As noted, Plaintiff
asks that the Court enter an Order (1) precluding Defendant from
of fering evidence in defense of Plaintiff’s damages clains or in
support of its own damages clains on its counterclaimand (2)
establishing that the defendant’s sales of T-5 miniature bipin
| anphol ders from July, 1999 to the present are those set forth in
the summary chart produced by Defendant at Bates Nunber DWVD133.
In as much as the harm which needs to be renedied in this case is
the plaintiff’s inability to determne its | osses and given that
the summary chart was one of the few docunents produced by DM
whi ch addresses the issue of its sales, we believe that a finding
that DMs 600 volt T-5 mniature bipin |anphol der sales are as
set forth on DVMD133 woul d be an appropriate renedy. In thus
carefully considering the sanctions requested in light of the

harmto be alleviated and, as Defendant itself proffers no
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alternative solutions to the plaintiff's dilemma®* we find that
Plaintiff’s request to preclude the defendant from defending
against the plaintiff’s damages clains and fromoffering evidence
in support of its ow clains at trial is unnecessarily harsh
given that the plaintiff’s counter-claimcertainly appears

vi abl e. Accordingly, as a sanction for Defendant’s failure to
produce the docunents at issue, we shall decree that DM s 600
volt T-5 mniature bipin |anphol der sales are as set forth on
DVD133.

An order foll ows.

4 Conceivably, the only other alternative sanction to
Def endant’ s docunent production is to order Defendant to rel ease
its conplete custoner list to Plaintiff and to pay the costs of
subpoenai ng the purchase orders and invoices directly fromthose
cust oners. Such an alternative woul d, however, require re-
openi ng di scovery and further delaying the final resolution of
this case to the prejudice of Plaintiff. Defendant, in turn
woul d al so suffer prejudice by having to disclose what it
undoubt edly considers proprietary information, /i.e., the
identities of all of its custoners.
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IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

H H FLUORESCENT PARTS, INC. : CIVIL ACTION
VS. :

NO. 04-CV-1997
DM TECHNOLOGY & ENERGY, | NC.

ORDER

AND NOW this 28t h day of Novenber, 2005, upon
consideration of Plaintiff’s Mdition for Sanctions Agai nst
Def endant, DM Technol ogy & Energy, Inc. and Defendant’s Answer
thereto and followi ng tel ephone conference call with the parties,
it is hereby ORDERED that the Mdtion is GRANTED and DM s 600 volt
T-5 mniature bipin |anphol der sales are as set forth on DMD133

as a sanction for Defendant’s failure to produce docunents.

BY THE COURT:

s/J. Curtis Joyner
J. CURTI S JOYNER, J.
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