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UNITED STATESDISTRICT COURT
EASTERN DISTRICT OF TENNESSEE
AT KNOXVILLE

AMERICA’'S COLLECTIBLES
NETWORK, INC., d/b/a JEWELRY Case No. 3:09-cv-143
TELEVISION,
Judge Travis R. McDonough
Plaintiff,
Magistrate Judge H. Bruce Guyton
V.

STERLING COMMERCE (AMERICA),
INC.,

N N N N N N N N N N N N

Defendant

MEMORANDUM OPINION

The United States Court of Appeals the Sixth Circuit vacated this Court’s
prejudgment-interest award and remanded the case for further proceedings as to prejudgment
interest. (Doc. 916, at 6.)

I. BACKGROUND

This case lives on, now ten ysand, after many delaysAlthough the parties requested
and agreed to some of the delays, the Court’sinaction accounts for most of the elapsed time.
Previously, the Court awardedggudgment interestqeiitably discounted by the impact of the
Court’s periods of dormancy. On remand, tloei€ must determine what effect, if any, its
delays should have on the appropriatejudgment-interest award.

Plaintiff America’s Collectibles Network Incd/b/a Jewelry Television (“*JTV") initiated
this action on April 3, 2009 (Doc. 1), antetl an amended complaint on June 29, 2009 (Doc.

16). Defendant SterlinGommerce (America), Inc. (“Sterling™jiled a motion to dismiss JTV’s
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complaint on July 22, 2009. (Doc. 18.) After the parties briefed the motion to dismiss, JTV
moved to file a second amended complaint, which the Court allove#D¢cs. 27, 31.)

Sterling moved to dismiss JTV’s second amended complaint on December 7, 2009. (Doc. 33.)
On May 26, 2011—approximately seventeen months after Sterling filed its motion to dismiss
JTV’s second amended complaint—the Couterd its order denying Sterling’s motion to
dismiss. (Docs. 52, 53.)

Seven months later, the Court entetteel first scheduling order in December 2011—
thirty-two months into the litiggon. (Doc. 65.) That schedulimyder set a trial date of August
5, 2013. [d.) In August 2012, however, the Couragted the partieshotion to extend
deadlines and resttal for February 10, 2014. (Doc. 86.)

On September 12, 2012, JTV filed a motiongartial summary judgment. (Doc. 87.)
While that motion was pending, the parties adiea a joint motion forextension of time to
complete discovery and to extepigktrial deadlines. (&c. 144.) The Coudranted the parties’
motion and reset the trial for October 27, 2014 vimutned that “in light of the potentially
substantial record that will likely be filed withultiple motions for summary judgment, the trial
date is subject to revision by the court as magdeessary to adequatelgidress such motions.”
(Doc. 153.) The Court’s order also providedttfact discovery would close on December 31,
2014, approximately two months after the trial datdeeDoc. 144, at 5; Doc. 153.)

On January 22, 2014, the parties filed aiormofor a stipulated briefing schedule
regarding dispositive motions. (Doc. 225.)itsorder granting the p@es’ motion, the Court
reset the trial for March 24, 2015. (Doc. 22Qh February 5, 2014, JTV filed a motion to
amend the Court’s scheduling order and to radimeited discovery. (Doc. 229.) On February

7, 2014, the Court entered an order staying theldes for filing dispositive motions pending



its ruling on JTV’s motion to reopdimited discovery. (Doc. 236.Jwo weeks later, the Court
amended the scheduling order and reepddimited discovery. (Doc. 245.)

On June 20, 2014, Sterling filed its motion $ommary judgment(Doc. 258.) Briefing
was complete on October 2, 2014. (Docs. 316, 342.) Later that month, the Court ordered the
parties to mediation, cancelled the March 2015 tizé, and stayed thessapending mediation.
(Doc. 346.) The mediation failed, and on MarcR@15, the Court lifted thstay and reset trial
for August 26, 2016. (Doc. 365.)

On March 14, 2016, more tharyear later and almost twagrs after Sterling filed its
motion for summary judgment, tieesiding judge recused himsfbm the case. (Docs. 400,
401.) The Court subsequently entered an amesdeeduling order resetting the trial for May 9,
2017. (Doc. 415.) On September 7, 2016—810 dags &ferling filed its motion for summary
judgment—the Court granted in part and deniegart Sterling’s motion. (Doc. 419.) In that
same order, the Court also denied JTV’s four-year-old motion for partial summary judgment.
(1d.)

Trial of this matter began on May 11, 201(Roc. 751.) On June 8, 2017, the jury
returned a verdict for JTV on both tort and cant claims. (Doc. 814.) After briefing on
election of remedies, the Court enteregutigment on October 5, 2017, awarding JTV:

(1) $13,000,000 for negligent misrepeatation; (2) prejudgmentterest pursuant to Tennessee
Code Annotated § 47-14-123 at the ratd.22% per year, totaling $1,350,053.64; and
(3) postjudgment interest pursuant to 28 U.S.@961 at a rate of 1.22% per year, compounded

annually. (Doc. 868.)



On November 2, 2017, JTV moved to altex fadgment, arguing that the prejudgment
interest rate was inadequatg¢Doc. 870.) JTV argued for atesof 5.4% because that rate
reflected JTV’s average cost of debt calpitom September 2008 through September 2017.
(Docs. 870, 870-1.) On January 9, 2018, the Giemted JTV’s motion to alter the judgment,
explaining that “equitable congdations—namely, the length tiis litigation and delays not
attributable to [Sterling]—merittawarding prejudgment interestaatate significantly less than
the [ten-percent] maximum permitted under Tennessee law.” (Doc. 879, at 4.)

On March 26, 2019, the Sixth Circuit vacathd Court’s prejudgmerhterest award and
remanded the case to this Court for further prdicgss consistent withis opinion. (Doc. 916.)

[I.  ANALYSIS

Because this is a divengiaction, “Tennessee law consdhe award of prejudgment
interest.” Hickson v. Norfolk S. Ry. Gd.24 F. App’x 336, 346 (6th Cir. 2005). Tennessee law
authorizes prejudgment interest up to a maximumaehten percent. Tenn. Code Ann. § 47-14-
123. Guided by equitable principles, “an award of prejudgment inieregthin the sound
discretion of the trial court.’Boynton v. Headwaters, In&64 F. App’x 803, 817 (6th Cir.

2014) (citingMyint v. Allstate Ins. Co970 S.W.2d 920, 927 (Tenn. 1998)). The purpose of
awarding prejudgment interest is “to fully compeaesa plaintiff for the loss of the use of funds
to which he or she was legally entitlebt to penalize a defendant for wrongdoingd’; see

also Gen. Constr. Contractors Ass’n, IncGreater St. Thomas Baptist Chur@é®7 S.W.3d

513, 526 (Tenn. Ct. App. 2002). Consistent wiik thtionale, the Tennessee Court of Appeals

has held that a trial court’s ldg is not a reason to deprivekintiff of prejudgment interest,

! Before the Court entered its judgmelty only argued that thCourt should award
prejudgment interest at a rateteh percent “in accordance wigkandard Tennessee practice.”
(Doc. 850, at 16.)



affirming prejudgment interest for a two-and-orafyear period while the trial judge held the

case under advisement after taad before entering judgmen&en. Constr. Contractors Ass'n,

Inc., 107 S.W.3d at 526. The Tennessee Court of Appeals noted that, “while it may seem unjust
to [the defendant] that the metmntinued to run on the accrualinferest during the time that

the trial court held the case under advisenienguld be viewed as equally unjust to [the

plaintiff] to discount the time in comping the total amount of damages duéd’

The Sixth Circuit also does not endorsalicourt delays as a reason to reduce the
prejudgment-interest award. Rather, to determifagr gprejudgment interest rate, trial courts are
directed to consider: (1) the remedial goal of placing the plaintiff in the position it would have
occupied absent the wrongdoir{d) the prevention of unjust eahment on behalf of the
wrongdoer; (3) the lost interest value of monepngly withheld; and (4) the rate of inflation.
Pittington v. Great Smoky Mountain Lumberjack Feud, L88D F.3d 791, 807 (6th Cir. 2018);
see alsd&schumacher v. AK Steel Corp. Ret. Accumulation Pension Plar-.3d 675, 686 (6th
Cir. 2013) (noting that “[o]ur court and othdrave . . . upheld awards of prejudgment interest
that were tied to the prevailing market ratésis reflecting what defelants would have had to
pay in order to borrow the money at issue”).

The lengthy delays in this case compliddie Court’s decision on the appropriate
prejudgment interest rate. The parties waited more than eigisttpelay this case, in part
because the Court took: (1) almost seventeenths to rule on Sterling’s motion to dismiss
JTV’s second amended complaint; (2) well over years to enter a scheduling order; (3) almost
two years to rule on Sterlingmaotion for summary judgment; and) @most four years to rule
on JTV’s motion for partial summary judgmemuring the pendency of this litigation, the

Court set five different trial dates over the cowtéve different yeas and stayed the case for



five months after it orderedetparties to mediation. After wnscessful mediation, when ripe
motions for summary judgment had been pending for years, a recusal order caused additional
delays. In choosing an appropriate prejudgmestést rate, the Court must, in effect, decide
who should bear the cost of the failuré'secure the just, speedy, and inexpensive
determination” of this actionSeeFed. R. Civ. P. 1.

The remedial goal of a prejudgment-interest awato put the plaintiff in the position it
would have occupied absent the defendantsngdoing, i.e., to compensate JTV for the loss of
use of $13,000,000 over the eight yeateok to secure a jury verdim its favor. Reducing the
prejudgment interest rate becaw$ehe Court’s delays worlkagainst this goal. Conversely,
requiring Sterling to pay prejudgment interesttfar entirety of the ght years this case was
pending prior to the judgmentno matter what prejudgment inést rate is applied—is
inequitable, given the Cotls role in the delay.

Unfortunately, both Tennessee and Sixth Circuit precedent suggest that reducing a
prejudgment-interest award based om @ourt’s delays is inappropriat&ee Pittington880
F.3d at 807(Gen. Constr. Contractors Ass’n, Ind07 S.W.3d at 526. But for Sterling’s
conduct, JTV would not have been wrongfudlsprived of $13,000,000 for eight years. As a
result, JTV should be compensated. JT¥ siabmitted uncontroverted evidence that its
“average annual cost of debt capital expressed as an interesetaluring the pendency of this
litigation was 5.4%, which is reasally consistent with the avage prime interest rate during
that period of 3.36%. Because the Court does not héwe flexibility to discount a

prejudgment-interest award due to its own del#ys Court awards JTV prejudgment interest at

2 Calculated average prime interest rate sebeon data provided by the United States Federal
Reserve, available at https://www.federalreserve.gov.



a rate of 5.4%. While this award is inequitable to Sterling, given the mounting prejudgment
interest attributable to the Court’s delaysjaoes compensate JTV for the value of its loss of
capital during the pendency tbiis litigation, prevents unjust enrichment of Sterling, and
ameliorates the effects of inflatiban JTV's recovery.
[11.  CONCLUSION

For the reasons stated herein, the Coudttemter an amended judgment awarding JTV
$5,975,654.79 in prejudgment intereatculated at 5.4% per anndor the period beginning on
April 3, 2009, the day JTV initiated this actiand ending October 5, 2017, the date the Court
entered its original judgment. All other premns in the Court’s judgment dated October 5,
2017, will remain unchanged.

SO ORDERED.

/s/ Travis R. McDonough

TRAVISR. MCDONOUGH
UNITED STATESDISTRICT JUDGE

3 The U.S. Department of Labor estimsthat $13,000,000 in April 2009 had the same
purchasing power as $15,037,605 in October 2@eeConsumer Price Index Inflation
Calculator, Bureau of Labor Statisti¢s.S. Dep’t of Labor, available at
https://www.bls.gov/data/inflation_aallator.htm. Because the impact of inflation was less than
JTV’s average cost of capitdiiring this period, there is noagon to make additional upward
adjustments to the prejudgment-interest awdiae use of JTV’s cost of capital adequately
compensates JTV.



