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UNITED STATES COURT OF APPEALS FOR THE ELEVENTH CIRCUIT

NO. 12-14304

SLEP-TONE ENTERTAINMENT CORP. v. FAYE JOHNSON et al.



CERTIFICATE OF INTERESTED PERSONS

AND CORPORATE DISCLOSURE STATEMENT

The Plaintiff-Appellant, Slep-Tone Entertainment Corporation, hereby

identifies the following persons and juridical entities having an interest in this

proceeding, pursuant to 11th Cir. R. 26.1-1:

U.S. District Judge Richard Smoak

Trial Judge

U.S. Magistrate Judge Charles J. Kahn

Magistrate Judge

Slep-Tone Entertainment Corporation

Plaintiff

Kurt J. Slep

Sole shareholder of Plaintiff

James M. Harrington

Attorney for the Plaintiff

Green Glass Mall, Inc.

Defendant

Donovan’s Reef Lounge &amp; Package Store, Inc.

Defendant

George Davis

Owner of Green Glass Mall and Donovan’s Reef

Steven Mitchell Dever

Attorney for Green Glass Mall and Donovan’s Reef

Robert L. Paynter, Sr.

Defendant

The Plaintiff has no parent, subsidiary, or affiliate corporations required by

the Rule to be identified herein. The Plaintiff is not a publicly held corporation.

Service this date is being made by First Class Mail upon parties of record in

this action.

This the 7th day of September, 2012.

/s/ James M. Harrington

Attorney for the Plaintiff
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STATEMENT IN SUPPORT OF ORAL ARGUMENT



Oral argument is respectfully requested. Although the issue presented is

relatively simple, it is fact intensive and requires the examination of and

interpretation of factual material submitted in support of the cause. In such cases,

the opportunity for colloquy presented by oral argument can significantly aid the

Court in its understanding of the issues and of the import of the evidence

presented, and, by extension, in the just and proper resolution of this appeal.
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JURISDICTIONAL STATEMENT

This is a cause of action arising under the Trademark Act of 1946, as



amended, 15 U.S.C. § 1051 et seq., and more particularly under 15 U.S.C. § 1114

for trademark infringement involving counterfeiting and under 15 U.S.C. § 1125(a)

for unfair competition; and for deceptive and unfair trade practices under Fla. Stat.

§ 501.211.

Subject matter jurisdiction was conferred upon the district court under 28

U.S.C. §§ 1331 and 1338(b) as to the federal claims and 28 U.S.C. § 1367(a) as to

the state-law claims. Subject matter jurisdiction in this Court is proper under 28

U.S.C. § 1291, as this is an appeal from a final judgment of the United States

District Court for the Northern District of Florida.

Judgment for the Plaintiff against Defendants Donovan’s Reef Lounge &amp;

Package Store, Inc. and Green Glass Mall, Inc. was entered in the district court on

July 17, 2012.1 Doc 201 – Pg 15. A notice of appeal was timely filed by the

Plaintiff on August 15, 2012. Doc 215. The notice of appeal was amended on

August 21, 2012, to note the appeal of a subsequent order. Doc 221.

This appeal is from a final judgment of the district court which has disposed

of all parties’ claims.

                                                                 

1



The district court also entered judgment for Defendant Robert L. Paynter, Sr.

against the Plaintiff in the same document. That portion of the judgment is not

appealed. All claims against other parties had been disposed of by the time of

entry of the July 17, 2012, judgment.
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STATEMENT OF THE ISSUES

A.



Whether the district court erred in refusing to award to the Plaintiff



the profits, as calculated according to the statute, of Defendants Green Glass Mall,

Inc. and Donovan’s Reef Lounge &amp; Package Store, Inc.

B.



Whether the district court erred in refusing to enter an injunction



against the Defendants’ further infringement of the Plaintiff’s federally registered

trademarks.

C.



Whether the district court erred in declining to enter an award of



reasonable attorney fees and costs in connection with the unjustified refusal of the

Defendants to comply with the Plaintiff’s proper discovery requests, and in

granting an award of attorney fees and costs to the Defendants despite the

Plaintiff’s justified refusal to produce certain privileged materials in discovery.



III.



STATEMENT OF THE CASE

This is an action for trademark infringement, unfair competition, and



deceptive and unfair trade practices involving the creation and use by Defendants

Donovan’s Reef Lounge &amp; Package Store, Inc. (“DR”) and Green Glass Mall, Inc.

(“GGM”) (together, “the Defendants”) of counterfeit karaoke accompaniment

tracks marked with federally registered trademarks belonging to Plaintiff SlepTone Entertainment Corporation (“Slep-Tone”). The Defendants were accused of
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having made or obtained unauthorized duplicates of Slep-Tone’s SOUND

CHOICE®-branded karaoke accompaniment tracks and used those karaoke

accompaniment tracks to provide entertainment to customers at their respective

lounges. The Defendants, which are commonly owned, entered a general denial of

the allegations of the complaint.

The case featured numerous disputes over discovery, some of which were

not resolved until the eve of trial. The case was tried in a two-day bench trial, at

which the district court received testimony from two witnesses of relevance to the

present appeal, as well as a number of documentary exhibits regarding Slep-Tone’s

rights, the extent of the Defendants’ possession and use of unauthorized duplicates

of Slep-Tone’s karaoke tracks, and the Defendants’ sales relating to karaoke

shows.

At the conclusion of the trial, the district court invited the parties to present

trial briefs. Upon consideration of the evidence adduced at trial and the parties’

arguments, the district court entered judgment in favor of the Plaintiff against the

Defendants, entered a damage award in the amount of $9,585.00, and declined to

enter an injunction against further use of the counterfeit materials by the

Defendants.
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A subsequent motion for attorney fees arising from the Defendants’

unjustified refusal to allow the Plaintiff to inspect their computer systems and

karaoke disc holdings during discovery was denied.

The Plaintiff now appeals from that portion of the judgment relating to relief

granted and denied, from the order denying the Plaintiff an award of attorney fees

under Rule 37, and from a prior order granting the Defendants an award of attorney

fees under Rule 37.



IV.



STATEMENT OF FACTS

Plaintiff Slep-Tone Entertainment Corporation is a business involved in the



production and distribution of prerecorded karaoke music products on compact

discs. Doc 193 – Pg 13-15. Slep-Tone holds two valid federal trademark

registrations for the term SOUND CHOICE, which registrations are current. Docs

C-F (Pl. Exhs. 1-4). The SOUND CHOICE marks appear on all of Slep-Tone’s

products, including the discs themselves, the accompanying disc inserts, and the

video portion of the product that the end-user views. Doc 193 – Pg 19.

Slep-Tone produces its karaoke accompaniment tracks in two formats,

Compact Discs plus Graphics (“CD+G”) and MP3 plus Graphics (“MP3+G”). Doc

193 – Pg 20-21. Each song has a current retail value of seventy-five cents when

acquired in bulk. Doc 193 – Pg 60. In the past, each song had a retail value of
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$1.50, but Slep-Tone lowered the price to compete with pirated copies. Doc 193 –

Pg 60.

Slep-Tone sells its products only on disc and does not sell its product on

computer hard drives. Doc 193 – Pg 20-21. However, it is technically possible to

copy the content of Slep-Tone’s compact discs over to a computer hard drive, a

process known as “ripping” and more generally as “media-shifting.” Many

karaoke operators (known casually in the industry as karaoke jockeys or “KJs”)

and others have transferred the content of their compact discs to hard drive because

of the ease by which songs can be played. Doc 193 – Pg 23.

In response to what was occurring in the marketplace, Slep-Tone created a

“media-shifting policy.” Slep-Tone’s media-shifting policy requires compliance

with several conditions. The most important condition is known as “one-to-one

correspondence,” which provides that for each karaoke track on a hard drive, the

operator must own and possess an original disc containing that track. Doc 193 –

Pg 23. Second, the operator must notify Slep-Tone of his or her intent to conduct a

media shift. Finally, the operator must submit to an audit of his or her karaoke

system, in which Slep-Tone examines the system and compares the hard drive and

the compact discs to ensure the one-to-one ratio. Doc 193 – Pg 24. During the audit

process, Plaintiff has the capability to determine, in some cases, whether files have

been deleted from the hard drive. Doc 193 – Pg 26. Entities that go through this
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process and pass the audit are issued a “covenant not to sue” document the

effectively grants the operator the permission necessary to maintain media-shifted

content on the hard drive. Doc 193 – Pg 24-25. Being out of compliance with the

one-to-one component voids the entire media shifting policy and covenant not to

sue. Doc 193 – Pg 27-28.

The current media shifting policy has been in place since approximately

2007. Doc 193 – Pg 62-63, 118. The policy has been communicated to users with

literature included with each new disc and in various trade magazine

advertisements. Doc 193 – Pg 62-63, 81. Before 2007, no media-shifting was

permitted. Doc 194 – Pg 236. From the beginning of Slep-Tone’s operations, the

discs themselves have contained a warning that unauthorized duplication is a

violation of applicable laws—a “default” position. Doc 193 – Pg 64, 80.

Defendants Donovan’s Reef Lounge &amp; Package Store, Inc. and Green Glass

Mall, Inc. are Panama City Beach, Florida-based businesses which have some

overlap in ownership. Doc 193 – Pg 144-145. Each business operates a bar and a

separate liquor store, and DR also operates a convenience store. Doc 193 – Pg 14445. DR operates under its own name, which GGM operates under the trade name

“Sweet Dreams Karaoke Lounge.” Doc 193 – Pg 128. DR and GGM put on

karaoke shows using their own equipment. Doc 193 – Pg 145. The equipment

mainly consists of three red hard drives that are identical to each other in terms of

-6 
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karaoke content. Doc 193 – Pg 34, 53-54, 160. The red hard drives were created

from an older silver hard drive by transferring the content of the silver drive to

each of the three red hard drives. Doc 193 – Pg 160. The silver drive, in turn, was

initially created in 2007 when DR and GGM hired a person to media shift all of

their compact disc karaoke holdings onto two silver drives, both of which are no

longer functional. Doc 193 – Pg 160. The three red hard drives were used in the

following manner: one for Donovan’s, one for Green Glass, and one as a backup.

Doc 193 – Pg 160. The Defendants also own a combined total of 239 SOUND

CHOICE-branded compact discs. Doc G (Pl. Exh. 5) – Pg 6.

During discovery, Slep-Tone audited one of the red hard drives and

compared its content to the corporate defendants’ compact disc holdings. Doc 193

– Pg 34. The Defendants did not segregate their respective disc holdings by

company, and so the materials were considered together. Doc 193 – Pg 33. Only

one hard drive was analyzed because the Defendants stated that all three hard

drives were identical. Doc 193 – Pg 35.

The Defendants lacked discs corresponding to 80 of 222 discs’ worth of

material on the first drive, 135 of 222 discs’ worth of material on the second drive,

and 211 of 222 discs’ worth of material on the third drive. Doc H – Pg 12; Doc

193 – Pg 41-42.
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Both GGM and DR use free access to karaoke to attract patrons to their

establishments. Doc 193 – Pg 128-29. The district court found that both

companies were profitable enterprises that “profited to some extent by their

karaoke shows.” Doc 201 – Pg. 5; Docs I-L (Pl. Exh. 8-11). During the five years

ending December 31, 2011, GGM realized revenues totaling $1,095,422.10 from

its lounge operations, of which it attributed $492,939.95 to hours in which karaoke

was available at its establishment. Docs I, K, L. During the same period, DR

realized revenues totaling $2,315,847.86 from its lounge operations, of which it

attributed $338,377.18 to hours in which karaoke was available at its

establishment.2 Docs I, J, L.



V.



SUMMARY OF ARGUMENT

Following a bench trial, the district court agreed that Slep-Tone had



established all of the elements necessary to sustain a judgment in its favor against

the Defendants for trademark infringement, unfair competition, and state-law

deceptive and unfair trade practices. Despite findings of fact and conclusions of



                                                                 

2



Both calculations used the same methodology selected by the Defendants,

multiplying the total revenue by a factor reflecting the percentage of hours karaoke

was available, revised up slightly to account for higher revenues during karaoke

hours. Because of a small arithmetic error by the Defendants, the numbers noted

above actually understate the revenues somewhat. They also do not include

estimated revenues for the first six months of 2012, which were provided in

Plaintiff’s Trial Exhibit 11 (Doc L) and admitted into evidence.
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law supporting significant relief, the district court largely declined to provide SlepTone with meaningful relief.

The refusal of the district court to assess the Defendants’ profits as a

component of the damage award was erroneous and clearly contrary to well

established, binding authority. The refusal of the district court to enter a

permanent injunction, without any substantive analysis of the need and justification

for an injunction, and based primarily upon a fallacious assessment as to what form

the injunction must take, is likewise an abuse of discretion. For those reasons, the

Court should vacate or reverse those parts of the judgment and remand the matter

for further consideration and appropriate instructions.

With respect to the discovery sanctions, the district court abused its

discretion by refusing to consider Slep-Tone’s good-faith assertion of the attorneyclient communication privilege (as well as the attorney work-product immunity) in

initially refusing to testify as to the contents of a report from counsel’s pre-suit

investigator, which contents were known to it only through attorney-client

communications. The district court likewise abused its discretion by denying the

Plaintiff’s motion for attorney fees arising from a motion to compel, despite the

absence of any justification for the Defendants’ refusal to produce the requested

materials, and despite the lack of a finding that an award of expenses would be

unjust. For those reasons, the Court should vacate the first attorney fee award and

-9 
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the denial of the Plaintiff’s motion for attorney fees and remand this matter with

instructions.



VI.



ARGUMENT



A.



Standard of Review

After a bench trial, an appellate court reviews the district court’s conclusions



of law de novo and the district court’s factual findings for clear error. See

Proudfoot Consulting Co. v. Gordon, 576 F.3d 1223, 1230 (11th Cir. 2009). Under

the clear error standard, the appellate court may reverse the district court’s findings

of fact if, after viewing all the evidence, the appellate court is “‘left with the

definite and firm conviction that a mistake has been committed.’” HGI Assocs.,

Inc. v. Wetmore Printing Co., 427 F.3d 867, 873 (11th Cir. 2005) (quoting United

States v. U.S. Gypsum Co., 333 U.S. 364, 395 (1948)).

“[T]he standard of review for an appellate court in considering an appeal of

sanctions under [Federal Rule of Civil Procedure] 37 is sharply limited to a search

for abuse of discretion and a determination that the findings of the trial court are

fully supported by the record.” Carlucci v. Piper Aircraft Corp., 775 F.2d 1440,

1447 (11th Cir. 1985) (internal quotation marks omitted); Josendis v. Wall to Wall

Residence Repairs Inc., 662 F.3d 1292, 1313 (11th Cir. Fla. 2011). A district court

abuses its discretion only when it misapplies the law or bases its decision on
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findings of fact that are clearly erroneous. Mincey v. Head, 206 F.3d 1106, 1137

n.69 (11th Cir. 2000).



B.



The relief afforded by district court for the Defendants’ willful,

unexcused infringement of the SOUND CHOICE trademarks does not

comport with the Trademark Act.

The district court concluded—and the Defendants apparently do not



dispute3—that Slep-Tone carried its burden of proof with respect to the claims

before the court: that the Defendants committed acts of trademark infringement,

unfair competition, and state-law deceptive and unfair trade practices. Doc 201 –

Pp 12-14. These acts of infringement subject the Defendants to a number of

remedies, including a monetary damage award, injunctive relief, and the seizure

and destruction of infringing articles. See 15 U.S.C. §§ 1114, 1116-18. The

damage award in this case is plainly inadequate on the facts of this case and exists

beyond the bounds of the district court’s discretion. Likewise, the failure to enter

injunctive relief—particularly on the stated ground for refusal—leaves Slep-Tone

vulnerable to continuing harm arising from the Defendants’ unlawful activities.



1.



The award of damages arbitrarily dismisses the Defendants’ profits as a

measure of damages for the infringement.

The Trademark Act provides, with respect to damages for infringement, that:



                                                                 

3



The Defendants did not file a cross-appeal.

- 11 -
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When a violation of any right of the registrant of a mark

registered in the Patent and Trademark Office, [or] a violation

under [15 USC § 1125(a) or (d)], ... shall have been established

in any civil action arising under this Act, the plaintiff shall be

entitled, ... subject to the principles of equity, to recover (1)

defendant’s profits, (2) any damages sustained by the plaintiff,

and (3) the costs of the action. The court shall assess such

profits and damages or cause the same to be assessed under its

direction. In assessing profits the plaintiff shall be required to

prove defendant’s sales only; defendant must prove all elements

of cost or deduction claimed. In assessing damages the court

may enter judgment, according to the circumstances of the case,

for any sum above the amount found as actual damages, not

exceeding three times such amount. If the court shall find that

the amount of the recovery based on profits is either inadequate

or excessive the court may in its discretion enter judgment for

such sum as the court shall find to be just, according to the

circumstances of the case. Such sum in either of the above

circumstances shall constitute compensation and not a penalty.

The court in exceptional cases may award reasonable attorney

fees to the prevailing party.

15 U.S.C. § 1117(a). Courts of the Eleventh Circuit are guided, in determining

whether to assess profits as part of a damage award, by the stricture that profits are

available where (1) the defendant’s conduct was willful and deliberate, (2) the

defendant was unjustly enriched, or (3) an award of profits is necessary to deter

future conduct. See Howard Johnson Co., Inc. v. Khimani, 892 F.2d 1512, 1521

(11th Cir. 1990).

The district court did not make an express finding that the Defendants’

conduct was willful and deliberate. It did, however, find (a) that the discs the

Defendants copied contained warnings against unauthorized copying, (b) that the
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warning that was provided was sufficient to put the Defendants on notice that

copying was prohibited, and (c) that the Defendants intended to make the copies of

the tracks indistinguishable from the originals. Doc 201 – Pp 3, 10, 11. Given

these factors, and given that the district court’s refusal to enter a damage award

based upon the Defendants’ profits was based upon an asserted lack of evidence

about what the profits were rather than a failure to show entitlement to profits, a

finding that the Defendants’ conduct was willful and deliberate is implied from the

district court’s handling of the issue.

Where the defendant’s infringement is deliberate and willful, an accounting

for profits is proper under a theory of unjust enrichment. See Babbit Elecs. v.

Dynascan Corp., 38 F.3d 1161, 1182 (11th Cir. 1994) (citing Maltina Corp. v.

Cawy Bottling Co. Inc., 613 F.2d 582, 585 (5th Cir.1980)). This accounting serves

to deter future infringement, and is thus appropriate even where the plaintiff is not

in direct competition with the defendant. See Babbit Elecs., 38 F.3d at 1182 (citing

Maltina Corp., 613 F.2d at 585)).

The district court’s apparent problem with assessing the Defendants’ profits

as damages in this case is one of calculation. At trial, Slep-Tone produced

evidence, taken from the Defendants’ own figures and calculations produced in

discovery, that showed the Defendants’ total bar sales during so-called “karaoke

hours”—hours when karaoke was available to bar patrons. Docs I-L. The
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Defendants submitted no evidence whatsoever regarding any element of cost or

deduction from those figures. Accordingly, Slep-Tone submitted that it had met its

burden to show what the Defendants’ sales were during the periods when karaoke

was available and urged the district court to begin from that figure in determining

the appropriate award.

The district court rejected that approach and, despite substantial, competent,

and uncontested evidence regarding the Defendants’ profits, determined that

profits should not be awarded, based upon a supposed lack of evidence:

Section 1117(a) requires Plaintiff to “prove defendants’ sales.”

Plaintiff may have proven defendants’ bar sales by a

preponderance of the evidence. Plaintiff has not, however,

traced those sales in a reliable way to karaoke performances. It

is unreasonable to ascribe every liquor sale occurring in

proportion to the hours when karaoke is playing to the karaoke

performance itself.

Doc 201 – Pg 14. The district court’s position is wrongheaded for two reasons.

First, although the district court characterized the karaoke shows as “an

incident to [the Defendants’] bar business” (Doc 201 – Pg 13), the representative

owner of the Defendants testified to a more substantial relationship, relating at

least a portion of bar sales to karaoke. Doc 193 – Pg 147. That portion of the

Trademark Act that deals with defining infringement does so by providing, in

pertinent part, that:

Any person who shall, without the consent of the registrant—
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(a) use in commerce any reproduction, counterfeit, copy, or

colorable imitation of a registered mark in connection with the

sale ... of any goods or services on or in connection with which

such use is likely to cause confusion, or to cause mistake, or to

deceive;

[...]

shall be liable in a civil action by the registrant for the remedies

hereinafter provided.

15 U.S.C. § 1114(1) (emphasis added). The sale of alcoholic beverages was in

connection with (“incident” to, in the words of the district court) the use of the

SOUND CHOICE registered marks; accordingly, the “sales” referred to in 15

U.S.C. § 1117(a) must necessarily include bar sales.

Second, and perhaps more importantly, there is a long history in the courts

of assessing defendants’ profits under these circumstances, placing the burden on

the defendant of segregating the profits arising from infringing activities from the

profits arising from non-infringing activities. “There may well be a windfall to the

trademark owner where it is impossible to isolate the profits which are attributable

to the use of the infringing mark. But to hold otherwise would give the windfall to

the wrongdoer.” Mishawaka Rubber &amp; Woolen Mfg. Co. v. S.S. Kresge Co., 316

U.S. 203, 207 (1942); see also Hamilton-Brown Shoe Co. v. Wolf Bros. &amp; Co., 240

U.S. 251, 262 (1916) (“It is more consonant with reason and justice that the owner

of the trademark should have the whole profit than that he should be deprived of

any part of it by the fraudulent act of the defendant”).
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A respected treatise on trademark law renders it thus: “[T]the plaintiff need

only prove gross sales and then it is up to the infringer to prove which, if any, of

those sales were not attributable to the wrongful act, and deductible costs and

expenses to arrive at net profits.” J. Thomas McCarthy, Trademarks and Unfair

Competition § 30:66 (4th ed. 1998). Any doubts about the actual amount of gross

sales or profits will be resolved against the infringing party. See id. (citing Louis

Vuitton S.A. v. Spencer Handbags Corp., 765 F.2d 966, 973 (2d Cir. 1985)); see

also Trappey v. McIlhenny Co., 12 F.2d 19, 21 (5th Cir.), cert. denied, 273 U.S.

699 (1926) (no burden on the trademark owner to allocate profits between

infringing and non-infringing activities); Nutrivida, Inc. v. Inmuno Vital, Inc., 46 F.

Supp. 2d 1310, 1315-1316 (S.D. Fla. 1998); Venture Tape Corp. v. McGills Glass

Warehouse, 540 F.3d 56, 64 (1st Cir. 2008), cert. denied, 129 S. Ct. 1622 (2009)

(infringer has the burden to show that gross sales identified by the plaintiff were

unrelated to the infringement).

The district court found that “[b]oth Green Glass and Donovan’s were

profitable enterprises and no doubt they profited to some extent by their karaoke

shows.” Doc 201 – Pg 5. The owner representative of the Defendants, George

Davis, also testified that some patrons are attracted to his establishments by the

karaoke offered and that those patrons do purchase drinks:

Q. Isn’t it true that you have karaoke shows in your venues

because they attract paying customers?
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A. There are people who will go out and participate in karaoke

a few days a week, yes.

Q. And when those people are present, do they buy drinks at

your bar?

A. Karaoke singers are probably the worst drinkers, but they do

drink.

Q. Could you clarify what you mean by “the worst drinkers”?

A. They don’t buy as much as other people. They think they

have to be sober and really good at karaoke. The average person

just sings and has a good time.

Q. I certainly understand that. So when you say “karaoke

singers,” are you referring to people that do this principally as

their – as their activity; rather than going out to drink, they are

– they are there principally to sing karaoke?

A. You’re absolutely correct.

Q. Whereas, it’s true also that you have a class of customers

that is there; they do participate in the karaoke, but they’re there

primarily to drink?

A. Yes, that’s correct.

Doc 193 – Pg 147.

The district court plainly declined to assess the Defendants’ profits because

it improperly held the lack of proof regarding segregation of profits against the

Plaintiff. Given the competent and uncontested evidence regarding the

Defendants’ sales and regarding the origin and attribution of at least some of those

sales; given that the Defendants had the opportunity to present evidence of costs

and deductions to offset those figures and declined to do so; given the longstanding

statutory and common-law principle that the burden is on the Defendants to prove

all costs and deductions and to bear the burden of segregating their infringementbased profits from their non-infringement-based profits; and given the district
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court’s findings of fact regarding these activities—in the face of all of these factors

urging an assessment of profits—the district court’s demurral looms large as an

error of fact, of law, and of discretion.

On these facts, on the evidence before the district court, and on the law, an

assessment of the Defendants’ profits is not simply appropriate, but virtually

mandatory. Slep-Tone therefore urges this Court to reverse the district court on

this point and to remand the case with instructions to assess damages on the basis

of the Defendants’ profits as demonstrated at trial.



2.



The failure to enter a permanent injunction against the Defendants’

future infringement of Slep-Tone’s rights has left the SOUND CHOICE

trademarks vulnerable.

Permanent injunctive relief against an infringer is generally available under



the Lanham Act. See 15 U.S.C. § 1116. While injunctions against an infringing

party are frequently granted in ordinary trademark infringement actions, such relief

is not automatically granted. See Angel Flight of Georgia, Inc. v. Angel Flight

Am., Inc., 522 F. 3d 1200, 1208 (11th Cir. 2008) (noting that injunctions in

trademark cases are normally “the order of the day”); but see eBay Inc. v.

MercExchange, L.L.C., 547 U.S. 388, 394 (2006) (rejecting categorical approaches

to equitable relief). In order to obtain injunctive relief, a plaintiff must demonstrate

that (1) it has suffered an irreparable injury; (2) remedies available at law, such as

monetary damages, are inadequate to compensate for that injury; (3) considering
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the balance of hardships between the plaintiff and defendant, a remedy in equity is

warranted; and (4) the public interest would not be disserved by a permanent

injunction. See Angel Flight, 522 F.3d at 1208.

In denying Slep-Tone’s request for injunctive relief, the district court stated:

I decline to enter an injunction against the future use of the

Sound Choice mark because the boundaries of media shifting

policy are ill defined and it would be difficult to fashion an

injunction to comport with that policy.

Doc 201 – Pg 14. While Slep-Tone disagrees that the boundaries of its mediashifting policy are “ill defined,”4 it should be noted that the media-shifting policy

was designed to provide the terms under which Slep-Tone would give permission

to a karaoke operator to media-shift its marked content and to use that mediashifted, marked content in commerce. Slep-Tone is the sole entity with the right to

give that permission. See 15 U.S.C. § 1115(a) (“[R]egistration ... shall be prima

facie evidence ... of the registrant’s exclusive right to use the registered mark in

commerce”).

The district court’s position appears to suggest that it would be amenable to

entering an injunction, but for the difficulty of crafting an injunction that would

follow the media-shifting policy. The district court need not wring its hands over

that issue, and neither should this Court. An injunction that confirms Slep-Tone’s

                                                                 

4



The precise parameters of the media-shifting policy were not before the district

court because—as the evidence of record showed—the Defendants were not in

compliance with the most basic requirement of one-to-one correspondence.
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right to control the use of its trademarks in this context is easy to craft. All that is

needed is a directive not to make or use media-shifted copies of karaoke

accompaniment tracks marked with the SOUND CHOICE trademarks without first

obtaining the written permission of Slep-Tone. Such an injunction would place the

Defendants on notice to seek out Slep-Tone’s permission on the terms Slep-Tone

sets. If the Defendants are unhappy with the terms under which that permission

might be granted, they have other options—they can cease using media-shifted

copies of Slep-Tone’s tracks, or they can play the original discs directly (an

unquestionably legal act).

The district court did not engage in any analysis to determine whether such

an injunction would meet the requirements of eBay, but those requirements are

easily met. The irreparable harm Slep-Tone has suffered is the Defendants’

misappropriation of Slep-Tone’s statutory right to control the use of its trademarks.

Monetary damages without an injunction will not restore that control and are

therefore inadequate to compensate for the loss. The Defendants’ conduct has

been found by the Court to be wrongful, and as such the equities favor entry of the

injunction. Finally, inasmuch as the Defendants’ conduct is likely to confuse the

public as to the source of the Defendants’ karaoke tracks, the public interest lies

squarely with the entry of the injunction.
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For that reason, the Plaintiff respectfully urges the Court to remand this case

with instructions to enter a permanent injunction on the terms indicated above.

C.



The district court’s handling of discovery sanctions stands outside the

clear instructions of Rule 37.

Discovery in this case was marked, and perhaps marred, by multiple Rule 37



motions to compel and accompanying petitions for award of attorney fees and

costs, two by the Defendants and one by the Plaintiff.

In the first motion, the Defendants sought to compel deposition testimony

from the Plaintiff’s corporate representative, who, on the advice of counsel,

declined to testify about the pre-suit investigation activities of its counsel’s

investigator on the basis that the materials produced by that investigator were

protected attorney work product, immune from production, and because SlepTone’s only knowledge of the contents of those materials came from privileged

communications with its counsel. Doc 129 – Pg 2. The magistrate judge to which

discovery motions were referred found that while the documents themselves were

immune from production, the contents were not. Doc 135 – Pg 6. Without

reaching the communications privilege claim, the magistrate judge ordered the

deposition to resume, ordered the corporate representative to answer questions

regarding the content, found the refusal to answer not substantially justified, and

ordered the Plaintiff to pay $2,026.50 in costs and attorney fees to the Defendants.
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Doc 135 – Pg 7; Doc 149 – Pg 2. The district judge affirmed the magistrate judge’s

ruling on appeal. Doc 180.

The Defendants lodged a second Rule 37 motion for the purpose of

obtaining additional attorney fees arising from the completion of the deposition

after the first fee petition was filed. Doc 196. The magistrate judge entered an

order requiring the Plaintiff to pay additional costs and attorney fees in the amount

of $1,710.00 to the Defendants. Doc 212.

The third motion was the Plaintiff’s, and it arose from the Defendants’

refusal, without offering any justification, to allow the Plaintiff to inspect the

Defendants’ computer systems and compact disc holdings. Doc 138. The

Plaintiff’s motion to compel was granted, but the Defendants frustrated the

Plaintiff’s ability to gather information until the eve of trial. Doc 211 – Pg 3.

Shortly after the trial, the Plaintiff moved for an award of attorney fees and costs

totaling approximately $5,900. Doc 211 – Pg 6. Rather than granting the award,

the magistrate judge vacated the second award of costs to the Defendants and

denied the Plaintiff’s sanction request, offering no justification other than that “the

case must come to an end” and that the matter had recently been tried on the

merits. Doc 218 – Pg 1.

Rule 37 provides, in pertinent part, that:

If the motion [to compel] is granted—or if the disclosure or

requested discovery is provided after the motion was filed—the
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court must, after giving an opportunity to be heard, require the

party or deponent whose conduct necessitated the motion, the

party or attorney advising that conduct, or both to pay the

movant’s reasonable expenses incurred in making the motion,

including attorney’s fees. But the court must not order this

payment if:

(i) the movant filed the motion before attempting in good faith

to obtain the disclosure or discovery without court action;

(ii) the opposing party’s nondisclosure, response, or objection

was substantially justified; or

(iii) other circumstances make an award of expenses unjust.

Fed. R. Civ. P. 37(a)(5)(A) (emphasis added).

1.



The Plaintiff’s corporate representative’s refusal to testify as to the

results of the pre-suit investigation was substantially justified.

Regardless of the applicability of the work-product immunity to the material



sought during the deposition of the Plaintiff, the Plaintiff also asserted privilege

because the information being requested was only in the hands of the Plaintiff as a

result of a communication of that information from its attorney. As such, any

testimony about that information would effectively waive the attorney-client

communication privilege.

The district court did not mention, and therefore did not consider, the

Plaintiff’s attorney-client communication claim, yet it found the Plaintiff’s refusal

to testify based upon an assertion of privilege to be so unjustified as to merit the

imposition of sanctions. The failure to consider the Plaintiff’s attorney-client
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communication privilege claim as substantially justifying the refusal to answer

questions, the answers to which were known to the Plaintiff only as a result of

attorney-client communications, is an abuse of discretion justifying the reversal of

the award.



2.



The district court’s refusal to award attorney fees as a sanction for the

Defendants’ repeated and unjustified refusal to produce their computer

systems and discs for inspection is an abuse of discretion.

In considering the Plaintiff’s motion for attorney fees, the magistrate judge



noted that there had been a substantial amount of disagreement, and resulting

litigation, over discovery in the case. Despite having twice previously entered

orders requiring the Plaintiff to pay attorney fees to the Defendants, when

confronted with an utterly unjustified and unjustifiable refusal by the Defendants to

permit inspection of their computer systems, the magistrate judge determined that

“this matter must come to an end,” vacated the second award, and denied the

Plaintiff’s motion. Doc 218 – Pp 1-2.

The magistrate judge’s ruling, which was subsequently upheld by the district

court on appeal (Doc 221), offers no recognized justification for refusing to enter

an attorney fee award. Doc 218 – Pp 1-2. Rule 37 is very specific that the court

must enter an award unless it finds that the movant failed to meet and confer with

the nonmoving party, the refusal was substantially justified, or other circumstances

make an award of expenses unjust. See Fed. R. Civ. P. 37(a)(5)(A). There was no
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such finding, and indeed there could not be such a finding. There is nothing unjust

about making an attorney fee award after judgment has been entered, particularly

when the discovery dispute was not resolved until the eve of trial. There is nothing

just about refusing to make an award because the court has tired of the case.

Indeed, the failure to apply the same standards to the parties—noting,

specifically, the first attorney fee award—is itself unjust. More importantly, it is

an abuse of discretion justifying a reversal and remand with instructions to enter an

attorney fee award. The Plaintiff urges this Court to do just that.



VII. CONCLUSION



In view of all of the foregoing, Slep-Tone respectfully urges the Court to

vacate-in-part and/or reverse-in-part the judgment of the district court, and remand

for further proceedings, with instructions as indicated above.

Respectfully submitted this the 9th day of October, 2012.



James M. Harrington

Harrington Law, P.C.

P.O. Box 403

Concord, NC 28026-0403

Telephone: 704-315-5800
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