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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF INDIANA

SOUTH BEND DIVISION

PERFECT BARRIER, L.L.C., an Indiana
LLC,

Plaintiff,
v.

WOODSMART SOLUTIONS, INC. , a
Florida corporation,

Defendant,
_______________________________

WOODSMART SOLUTIONS, INC.,

Counter-Plaintiff and
Third-Party Plaintiff,

v.

PERFECT BARRIER,

Counter-Defendant,

And JOHN K. BANKS and
WILLIAM P. BANKS,

Third-Party Defendants.
____________________________________

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

Cause No.: 3:07CV0103 RL-CAN

MEMORANDUM IN SUPPORT OF MOTION TO COMPEL COMPLIANCE WITH
PROTECTIVE ORDER AND FOR SANCTIONS

Plaintiff Perfect Barrier, LLC (“Perfect Barrier”) submits this memorandum in support of

its motion for an Order compelling Defendant WoodSmart Solutions, Inc. (“WoodSmart”) to

comply with this Court’s February 7, 2008 Order and for sanctions, pursuant to Fed. R. Civ.

P. 26(c) and N.D. Ind. L. R. 37.1. WoodSmart has refused to comply with the terms of this

Court’s Protective Order to which it consented. Instead of carefully and sparingly using the
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Attorneys-Eyes-Only designation as provided in the Protective Order, WoodSmart has blanketed

96% of its document production with the designation without any consideration as to the content

of the documents so designated. After Perfect Barrier’s repeated requests that WoodSmart

reconsider its blanket designations, WoodSmart still refuses to review its documents and to

properly apply this most restrictive designation as intended by the Order. Instead, WoodSmart

insists that Perfect Barrier review nearly 80,000 pages of documents that have been haphazardly

designated and challenge each designation individually. WoodSmart’s abuse of this restrictive

designation is a blatant attempt to impose the cost of its production on Perfect Barrier and is in

bad faith. For this abuse, WoodSmart should be sanctioned.

NATURE OF THE CASE

This commercial breach of contract action between Perfect Barrier and WoodSmart is

based upon a January 2004 Restated License, Purchase and Services Agreement. As the

Restated Agreement required, Perfect Barrier made required minimum purchases of BluWoodTM,

a wood treatment product, and paid WoodSmart in excess of Four Million dollars

($4,000,000.00) up through September 2005. The dispute in this case involves WoodSmart’s

failure to perform its express and implied obligations under the Restated Agreement.

Throughout the relationship, WoodSmart breached the Restated Agreement in several

respects, including but not limited to: (1) accepting from Perfect Barrier a $2,500,000.00

payment for BluWoodTM that WoodSmart never produced or delivered; (2) failing to provide

testing or technical support causing faulty product to be delivered to customers; (3) improperly

formulating BluWoodTM; and (4) continually violating the Exclusive Territory provision by

licensing new licensees in most of Perfect Barrier’s Exclusive Territory. WoodSmart has refused

to pay the $2,500,000.00 owing to Perfect Barrier. And Perfect Barrier has been deprived of its
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Exclusive Territory, has expended funds in an attempt to expand its market, and has lost funds

and the value of its business as a result of WoodSmart’s breaches of contract and warranties.

In November 2005, WoodSmart asserted in writing that Perfect Barrier was in default of

the Restated Agreement for failure to make required purchases in October 2005. Unable to reach

a resolution of the alleged default, in January 2007 WoodSmart notified Perfect Barrier that the

Restated Agreement was terminated and that Perfect Barrier owed $10,154,760.00 to

WoodSmart at the time of termination.

PROCEDURAL BACKGROUND

In March 2007, Perfect Barrier instituted this action seeking monetary damages in excess

of $2,500,000 and a declaratory judgment. WoodSmart has filed counterclaims seeking in

excess of $10,000,000 from Perfect Barrier for breach of contract, misrepresentation and fraud,

and negligent misrepresentation. WoodSmart has filed “third-party claims” against Perfect

Barrier’s principals, John K. Banks and William P. Banks, for misrepresentation and fraud and

negligent misrepresentation. Perfect Barrier’s motion to dismiss the counterclaims has been

fully briefed and has been pending since July 20, 2007. Instead of filing a response to Perfect

Barrier’s motion to dismiss, WoodSmart filed a motion to file an Amended Answer,

counterclaims, and third-party claims which has been fully briefed and pending since August 9,

2007. The Banks’ motion to dismiss the amended third-party claims has been fully briefed and

pending since September 11, 2007.

Perfect Barrier served Plaintiff’s First Request for Production of Documents upon

WoodSmart on October 5, 2007. On November 7, 2007, WoodSmart served its written

responses on Perfect Barrier, objecting to seventeen of the thirty-two requests on the grounds

that the requested documents contained confidential, sensitive, or proprietary business
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information and/or trade secrets and would be made available subject to the entry of a Protective

Order. (See Ex. A, Def.’s Resp. to Pl.’s First Req. for Production.) In an effort to address what

appeared to be WoodSmart’s legitimate concern regarding its confidential information, Perfect

Barrier entered into negotiations with WoodSmart regarding a Protective Order. The Parties

submitted a consent Protective Order for the Court’s consideration on December 12, 2007, which

was denied without prejudice on January 9, 2008. The parties submitted a revised Protective

Order for the Court’s reconsideration on January 31, 2008, which this Court granted on

February 7, 2008.

THE PROTECTIVE ORDER

The Protective Order was entered for the protection of confidential information “which

the parties reasonably believe to comprise sensitive and valuable information whose disclosure

could cause a party competitive harm.” (Protective Order at 1 (emphasis added).) The

Protective Order provides two levels of confidentiality to provide the Parties the opportunity to

protect particularly sensitive information that may require more special handling than that

provided to other confidential information. Pursuant to the Protective Order, documents

designated as “Confidential” will be “treated as proprietary and shall be utilized by the party

receiving such documents for no other purpose than in connection with this litigation.” (Id. at

¶ II.B.) The “Confidential-Attorney-Eyes-Only” designation provides a higher level of

protection for those categories of proprietary information that require “special handling” in

addition to that reserved for “Confidential” documents. (Id. ¶ II.C.) The effect of the Attorneys-

Eyes-Only designation is to not only prevent the public from viewing confidential information,

but to prevent the Parties themselves from being able to view such information and confer with

counsel in aid of their own legal representation. The Protective Order provides that a Party may
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challenge the other Party’s claim of confidentiality. (Id. ¶ VIII.) And the Parties may seek

damages for the other Party’s violation of the Protective Order. (Id. ¶ XI.)

WOODSMART MAKES BLANKET “ATTORNEYS-EYES-ONLY” DESIGNATION

In December, 2007, WoodSmart produced hard copy documents consisting of

4,745 pages, all of which were designated as “Confidential” pursuant to the Protective Order. Of

those pages produced, WoodSmart designated nearly half – 2,178 pages – as Attorneys-Eyes-

Only. In a January 30, 2008 email, WoodSmart’s counsel indicated that WoodSmart intended to

produce all of its responsive electronic emails with the “Confidential-Attorney Eyes Only”

designation, which WoodSmart later indicated would be approximately 75,000 pages. (See Exs.

B & D.) On January 30, 2008, Perfect Barrier’s counsel requested that WoodSmart reconsider

the overbroad blanket Attorneys-Eyes-Only designation, considering “many of the identified

emails concern external communications with Perfect Barrier [and other third parties].” (See

Ex. C.)

In response, WoodSmart’s counsel indicated that it would not conduct a careful review to

reconsider the designations on the responsive documents. Instead WoodSmart’s counsel

responded that “I have scanned through many of the emails and stand by our AEO

designation…. I doubt that there are any improperly-designated AEO emails that are relevant to

the litigation that you would want to use in the case. However, if there are some that you wish to

challenge the AEO designation, we will reconsider them on an individual basis.” (See Ex. D

(emphasis added).) Counsel went on to say “virtually all of the emails, as far as we can tell, are

irrelevant to the litigation and deal with very confidential day-to-day operations of the company

with their distributors.” (Id. (emphasis added).) Counsel justified WoodSmart’s refusal to

reconsider the blanket designations by asserting “[w]e would like to be as cooperative as possible
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but the thrust of the recent changes in the eDiscovery rules was to shift the cost of production of

voluminous eDiscovery to the requesting party.” (Id.)

On February 14, 2008, Perfect Barrier again reached out to WoodSmart’s counsel in an

effort to resolve this issue. Perfect Barrier pointed out that WoodSmart’s Attorneys-Eyes-Only

designation was dubious as many documents reflect communications with third parties or Perfect

Barrier on obviously non-privileged/non-trade secret issues. (See Ex. E.) On February 25, 2008,

having received no response from Woodsmart, Perfect Barrier again requested that WoodSmart

indicate whether it would reconsider its unfounded designations prior to Perfect Barrier seeking

court intervention. (See Ex. F.) To date, WoodSmart has refused to reconsider its over-broad

designations.

LEGAL STANDARD

Consistent with Fed. R. Civ. P. 26(c)(7), the producing party has the burden to show that

it has properly designated documents as confidential under a protective order. See THK

America, Inc. v. NSK Co. Ltd., 157 F.R.D. 637, 646 (N.D. Ill. 1993); Team Play, Inc. v. Boyer,

No. 03 C 7240, 2005 WL 256476, at *1 (N.D. Ill. Jan. 31, 2005); Ideal Steel Supply Corp. v.

Anza, No. 02 Civ. 4788RMBAJP, 2005 WL 1213848, at *2 (S.D.N.Y. May 23, 2005). Once the

designation has been challenged, it is the burden of the designating party to justify the need for

enforcement of the protective order with respect to those documents. Team Play, 2005 WL

256476 at *1.

ARGUMENT

WoodSmart’s Blanket Designation of Documents as Attorneys-Eyes-Only is in Bad Faith
and is an Attempt to Shift the Burden of its Production to Perfect Barrier.

A party’s sweeping use of the Attorneys-Eyes-Only designation can be a form of

discovery abuse, resulting in the modification of a protective order and justifying the imposition
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of sanctions on the designating party. Team Play, Inc. v. Boyer, No. 03 C 7240, 2005 WL

256476 at *1 (N.D. Ill. Jan. 31, 2005); THK America, Inc. v. NSK Co. Ltd., 157 F.R.D. 637, 647

(N.D. Ill. 1993). Sanctions imposed on parties found to be over-designating documents have

taken the form of short time periods within which to reclassify the documents and all associated

costs for expedited reclassification, or the loss of the party’s right to use the Attorneys-Eyes-

Only designation. See Quotron Systems, Inc. v. Automatic Data Processing, Inc., 141 F.R.D. 37,

40 (S.D.N.Y. 1992); THK, 157 F.R.D. at 647. Such sanctions are appropriate in this matter.

In Quotron, the defendant produced documents to plaintiff, designating them as “Highly

Confidential” which limited access to Plaintiff’s counsel and outside experts. 141 F.R.D. at 39.

Plaintiff accused defendant of restricting plaintiff’s ability to prepare for trial by over-

designating documents as “Highly Confidential.” The Court found that defendant had

unnecessarily designated documents as “Highly Confidential.” As evidence, the Court pointed to

the fact that defendant offered in correspondence to plaintiff and at oral arguments to reclassify

the documents it had produced and to remove the “Highly Confidential” designation from any

documents for which defendant determined the designation to have been unwarranted. Id. at 40.

The Court ordered the defendant to reclassify its documents within ten days from the date of oral

argument because defendant “had, as a litigation tactic and not due to inadvertence, overstamped

documents ‘Highly Confidential’.” Id. The court held that “[a]ny extra costs incurred by ADP

as a result of this deadline, such as assigning additional ADP personnel to review and reclassify

the documents over weekends and holidays, are in the nature of sanctions imposed by the Court

due to the actions of ADP and its counsel in the original classification of the documents.” Id.

The Court in THK found that the sanctions imposed in Quotron were too mild

considering the defendant’s bad faith and egregious conduct. THK, 157 F.R.D. at 647. In THK,
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the defendant had produced approximately 75,000 pages of documents, out of which 50,000

pages were designated as being subject to the protective order. Of those 50,000 pages subject to

the protective order, 39,000 pages were designated as Attorneys Eyes Only. The court found that

designating 79% of the documents as Attorney’s Eyes Only was “absurdly high” and a misuse of

the designation. Id. at 645.

Defendants’ wholesale use of “Attorney’s Eyes Only” stands the Protective Order
on its head. What was intended by the very language of the Protective Order to
be a very limited category reserved for specially sensitive documents has become
the most used category by far in the lawsuit. Rather than operating as a limited
exception, the “Attorney’s Eyes Only” designation has been used by the
defendants almost four times more than the lower confidentiality designation.
This is a blatant misuse of the “Attorney’s Eyes Only” designation….

Id. (emphasis in the original). The Court found that defendants’ designation of customer

documents that were innocuous and far from current, internal documents that were clearly not

even confidential, and documents which defendants did not even author as Attorneys-Eyes-Only

was further evidence of defendants’ misuse of the designation. Id. at 645-47.

The Court in THK stripped the defendants of the right to use the Attorneys-Eyes-Only

designation, stating that “[c]ourts are too overburdened with heavy caseloads and backlogs to be

taxed by parties engaging in uncooperative, dilatory, and obstructionist litigation tactics, or

similar stratagems designed to increase the litigation expenses of the opposing party. The risks

for engaging in such conduct must be substantial in order to act as an effective deterrent.” Id.

at 647.

Similarly, WoodSmart has unnecessarily over-designated the vast majority of its

documents as “Attorneys-Eyes-Only” in bad faith. The Parties here consented to the inclusion of

an Attorneys-Eyes-Only designation in the Protective Order with the understanding that it was to

be used sparingly for a specified class of proprietary information that is being maintained in
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confidence by the producing Party. Yet, over 96% of WoodSmart’s production has been

blanketed with the Attorneys-Eyes-Only designation. Specifically, the Protective Order states:

It is the intent of the parties that the “CONFIDENTIAL, ATTORNEY-EYES-
ONLY” designation shall be minimally used and an effort will be made to limit its
use to information which is proprietary technical or business information relating
to recent, present or planned activities of the designating party and which has
been and is being maintained in confidence by the designating party.

(Protective Order ¶ II.C.) To the contrary, WoodSmart has blanketed approximately

77,000 pages of its 80,000 page production with the Attorneys-Eyes-Only designation without

even reviewing each document to determine whether in fact the documents should be so

restricted.

As in Quotron, WoodSmart’s correspondence with Perfect Barrier illustrates that

WoodSmart purposefully and unnecessarily has over-designated documents. WoodSmart’s

counsel admits as much when stating in the February 7, 2008 email that he “[has] scanned

through many of the emails and stand by our AEO designation since virtually all of them …

would be designated AEO anyway. I doubt that there are any improperly-designated AEO

emails that are relevant to the litigation that you would want to use in the case. However, if there

are some that you wish to challenge the AEO designation, we will reconsider them on an

individual basis … virtually all of the emails, as far as we can tell, are irrelevant to the litigation

and deal with very confidential day-to-day operations on the company with their distributors.”

(See Ex. D.) WoodSmart has blanketed its production with the designation, without any

substantive review of the documents so designated. WoodSmart’s assertion that “virtually all” of

its designations seem proper “as far as [they] can tell” falls far short of the burden it carries. It is

defense counsel’s “place and their responsibility to ensure that the proper confidential

designations are assigned to the documents produced.” THK, 157 F.R.D. at 644.
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Furthermore, a cursory review of the hard copy documents already produced reveals that

WoodSmart’s designations are dubious and over-broad. Just as in THK, WoodSmart has

designated as Attorneys-Eyes-Only documents that could not have been so designated in good

faith. For instance, WoodSmart designated as Attorneys-Eyes-Only documents that reflect

communications with and pertain to Perfect Barrier and which Perfect Barrier has seen or

authored during the course of its business with WoodSmart, including:1

 Perfect Barrier purchase orders [e.g., W4437, W4544, W4698];
 WoodSmart invoices issued to Perfect Barrier [e.g., W4435, W4539, W4697,

W4745];
 Copies of Perfect Barrier check stubs for payment of WoodSmart invoices

[e.g., W4434, W4538];
 Bills of Lading from various shippers for product sent to Perfect Barrier [e.g.,

W4433, W4444, W4523];
 WoodSmart packing slips for shipments to Perfect Barrier [e.g., W4431,

W4524];
 Email communication between Charles Morando and individuals at Perfect

Barrier [e.g., W2567, W2573, W2577, W2666 through W2700];
 Correspondence from Perfect Barrier to WoodSmart or other companies and

copied to WoodSmart [e.g., W2590, W2642];
 Hard copy correspondence from WoodSmart to Perfect Barrier [e.g., W2701,

W2704-W2705];
 Bank’s Corporation invoice to WoodSmart [e.g., W2664];
 Signed copies of agreements between WoodSmart and Banks Corporation

[e.g., W2710, W2744-W2761].

(There can be no doubt that a substantial portion of the 75,000 pages of electronic

communications that WoodSmart has designated as Attorneys-Eyes-Only also are

communications with Perfect Barrier or other third-party, non-privileged communications that

should not be restricted to attorneys only.

Perfect Barrier cannot be required to review every document produced by WoodSmart

and challenge the designations individually when WoodSmart has so blatantly over-designated

1 The documents described here are currently designated as "Confidential Attorney’s Eyes Only" and would have to
be filed with the Court under seal pursuant to Paragraph IV of the Protective Order. Therefore, Perfect Barrier has
not attached them as exhibits hereto. Should the Court desire, Perfect Barrier will submit the documents for in
camera review in a separate filing.
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its documents. There is a presumption that the responding party bears the costs of complying

with discovery requests and costs are shifted only by agreement of the parties or pursuant to

court order where the request violates the Fed. R. Civ. P. 26(b)(2)(C) proportionality test. Grant

v. Homier Dist. Co., No. 3:07-CV-116JVB, 2007 WL 2446753, at *4-5 (N.D. Ind. Aug. 24,

2007) (ordering responding party to bear its own costs of production). Further, it is the burden of

the party designating documents pursuant to a protective order to show that the information

should be protected and so designated. See Fed. R. Civ. P. 26(c)(7); THK, 157 F.R.D. at 646;

Team Play, 2005 WL 256476, at *1; Ideal Steel Supply Corp., 2005 WL 1213848 at *2.

WoodSmart also should bear the burden of engaging in these obstructionist litigation tactics.

CONCLUSION

For the foregoing reasons, WoodSmart should be compelled to conduct a substantive

review and reclassify its documents as “Non-Confidential” or “Confidential” in accordance with

the Protective Order within 10 days of the Court’s decision on this motion, WoodSmart should

no longer be permitted to designate documents as Attorneys-Eyes-Only during the course of this

litigation, and WoodSmart should be ordered to pay to Perfect Barrier the costs of this motion.
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This the 14th day of March, 2008.

Respectfully submitted,

s/ Paul J. Peralta___________
Paul J. Peralta
Tonya L. Mitchell
MOORE & VAN ALLEN, PLLC
100 N. Tryon Street, Floor 47
Charlotte, NC 28202-4003
(704) 331-1024
paulperalta@mvalaw.com
tonyamitchell@mvalaw.com

ATTORNEYS FOR PLAINTIFF
PERFECT BARRIER, L.L.C., and THIRD-
PARTY DEFENDANTS JOHN K.
BANKS, and WILLIAM P. BANKS
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CERTIFICATE OF SERVICE

I hereby certify that I electronically filed the MEMORANDUM IN SUPPORT OF
MOTION TO COMPEL COMPLIANCE WITH PROTECTIVE ORDER AND FOR
SANCTIONS with the Clerk of Court using the CM/ECF system which will automatically send
email notification of such filing to the following attorneys of record:

Eric J. Dorkin
Steffanie N. Garrett
Leah Wardak
Holland & Knight LLP
131 S. Dearborn, 30th Fl.
Chicago, Illinois 60603
eric.dorkin@hklaw.com
steffanie.garrett@hklaw.com
leah.wardak@hklaw.com

Stefan V. Stein
Michael J. Colitz
Holland & Knight LLP
100 N. Tampa Street, Suite 4100
Tampa, FL 33602-3644
stefan.stein@hklaw.com
michael.colitz@hklaw.com

This the 14th day of March, 2008.

s/ Paul J. Peralta
Paul J. Peralta
Tonya L. Mitchell
MOORE & VAN ALLEN, PLLC
100 N. Tryon Street, Floor 47
Charlotte, NC 28202-4003
(704) 331-1000
paulperalta@mvalaw.com
tonyamitchell@mvalaw.com
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