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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF TEXAS
VICTORIA DIVISION

JOSE O. GUZMAN, 8

Plaintiff,
VS. CIVIL ACTION NO. 6:13-CV-41
HACIENDA RECORDS, L.P., A/K/A
HACIENDA RANCHITO AND/OR
DISCOS RANCHITO¢gt al,

w W W W W W W W W

Defendants.

MEMORANDUM AND ORDER

Defendant Haciendabtained a take-nothing judgmt after a jury returned
a defense verdict on Plaintiff Jose Guanis state law fraud claim and federal
claims for copyright infringement andrféampering with copyright management
information in violation of the DigitaMillennium Copyright Act. Docket Entry
No. 104, 107. Hacienda now seekttorneys’ fees and costsSeeDocket Entry
No. 108.

Successfully defending the fraud chaidoes not permit a fee awardbGee
Tony Gullo Motors I, L.P. v. Chapa 212 S.W.3d 299311-14 (Tex. 2006)
(reiterating longstanding principle that atteys’ fees are not recoverable for torts

like fraud absent a contract between thdi@s). Thus, if Hacienda is entitled to

! The other Defendants in this case—Lakimerican Entertainment, LLC and Roland
Garcia, Sr.—are associated with Hacienda RecoFbr simplicity, the Court will refer to the
Defendants collectively as Hacienda
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fees, it is for his copyright claim, andetiCourt would be reqred to apportion the
fees to the extent practicable. Theu@ need not reach this issue, however,
because it ultimately declines to and fees on the copyright claim.

Under the Copyright Actgcourts may award “a reasonable attorney’s fee to
the prevailing party as part ofdltosts.” 17 U.S.C. § 505. “Fogerty v. Fantasy,
Inc., 510 U.S. 517, 534-35 (1994), the Suprenwar€ held that attorney’s fees
should be awarded evenhandedly to botévailing plaintiffsand defendants in
copyright actions.”Virgin Records Amerg, Inc. v. ThompsQrb12 F.3d 724, 726

(5th Cir. 2008). Although awdmng attorney’s fees is tié&he rule rather than the

exception,” and “should be awarded routinelyid. (quotingPositive Black Talk
v. Cash Money Records, In@94 F.3d 357, 380 (5th Cir. 2004ahrogated on
other grounds by Reed d&vier, Inc. v. Muchni¢gkb59 U.S. 154 (2010)), the
“recovery of attorney’s fees is not automaticld. (citing Fogerty, 510 U.S. at
534). Indeed, “attorney’s fees are to &&arded to prevailing parties only as a
matter of the court’s discretion.” Id. (quoting Fogerty, 510 U.S. at 534)
(alterations omitted). “The Supreme Cdisted several non-exclusive factors that
a court may consider in exercising itscretion: ‘frivolousiess, motivation,
objective unreasonableness (both in theuf@icand in the legal components of the

case) and the need in particular circtamces to advanceonsiderations of

compensation and deterrenceld. (quotingFogerty, 510 U.Sat 534 n.19).



“Objective reasonableness’ is generallydgo describe claims that have no
legal or factual support.’Viva Video, Inc. v. Cabrer® F. App’x 77, 80 (2d Cir.
2001) (unpub.). As Judge Benthal has stated, “[t]hei® a difference between a

suit that is ‘without merit’ and onthat is ‘patently frivolous.” Collins v. Doe
2013 WL 2896822, at *6 (S.D. XeJune 12, 2013) (citingositive Black Talk
394 F.3d at 382 n.23). Courts therefdend to deny attorney’s fees when the
claims, even if ultimately unsuccessfalre neither objectively unreasonable nor
frivolous. Compare, e.g.d. at 6, 8 (denying attorney®es when claims “were
neither frivolous nor objectively unreasonabléB)ygwer-Giorgio v. Bergmarb85

F. Supp. 1478, 1483 (N.D. GA997) (denying attorney’s fees even though “court
found that the similarities between tmeorks involved only non-copyrightable
ideas and facts” because “the courhruat say that Plaintiffs’ complaint and
arguments were objectively unreasonablehat time the action was filed.With
Coles v. Wonder283 F.3d 798, 803—-04 (6th Cir. 2002) (upholding district court’s
award of attorneys’ fees to the defendand affirming the conclusion that the
plaintiffs’ claims were objectively unreasdila because the legal issues were clear
and no case law from any circuit sopfed the plaintiffs’ position)Randolph v.
Dimension Films 634 F. Supp. 2d 779, 792-95.D. Tex. 2009) (Rosenthal, J.)

(awarding attorney’s fees ttefendant because “thereais obvious and ‘profound

dissimilarity’”” between the two works assue). The Fifth Circuit has affirmed a



district court that embraced this distinctiorSee Creations Unlimited, Inc. v.
McCain 889 F. Supp. 952 (S.D. Miss. 199&pncluding that the “Plaintiff's
challenge to Defendantdesigns, though ultimately not successful, was neither
frivolous nor objectively unreasonableind declining to award the defendant
attorney’s feespff'd, 112 F.3d 814 (5th Cir. 19973pe also Womack+Hampton
Architects, L.L.C. v. Meit Holdings Ltd. P’ship102 F. App’x 374, 383 (5th Cir.
2004) (affirming district court's denial adttorney’s fees because, among other
reasons, the district court concludedttthe claims were not frivolous).

Applying these principles, the Courhfls that Guzman’s claim was neither
patently frivolous nor objectively unreasof@ab The critical fact dispute at trial
was whether a $75 check mailed to GuzrbgrHacienda with the notation “For
rights to song ‘Dos Has de Vida™ constituted an assignment of copyright in that
song. If it did, then an essential element of Guzman'’s infringement claim—
ownership of the copyright—would failBaisden v. I'm Ready Prods., In693
F.3d 491, 499 (5th Cir. 2012) (stating thaprima facie infringment case requires
the plaintiff to show that “(1) he owns valid copyright and (2) the defendant
copied constituent elements of the ptdf's work that are original”).

First, the Court notes that with respect to this issue, Guzman survived a
defense motion for summary judgmereeDocket Entry No. 61 at 7 (“Because

the four words on the check dot evince a copyright traresfwith the clarity that



section 204(a) requires, Haciendanist entitled to summary judgment on this
issue. Extrinsic evidence thdémonstrates the parties’ intentions may help resolve
this issue at trial.”). Thus, Haciend&entention that attornéy fees are merited
because “from the beginning, it was cldéhat this case was contrived without
regard to the actual facts and the controlling lase€Docket Entry No. 108 at
19, is not true.

Second, both close factual and legal issuege raised at trial. Competing
testimony supported both sideallegations with respect to the check, and thus
turned on a classic credibility determinatioy the jury. Guzman testified that he
cashed the check believing it was for gasney that Roland Garcia, Sr. promised
him as reimbursement for his travel @orpus Christi. Meanwhile, Hacienda
elicited testimony casting doubt on Guznsaaccount. The Court notes that it
took the jury an entire afternoon to deliagr and reach a verdiafter a relatively
brief trial.

Moreover, even accepting Hacienda’'s vanf the facts, an issue remained
regarding whether the check was dethdmough to constituta valid assignment
of copyright (that is, “a meeting of thmainds”). Guzman’s expert, for instance,
testified that assignments are typicathyuch more detailed than the four-word
check notation here, specifying which riglare being assigned, for how long, and

how artist compensation will be structured.



In short, two of the main considei@is in the Court's attorney’s fees
calculus—whether the claim was frivoloos objectively unreasonable—counsel
against awarding attorney'sds. So do the remainirfgpogerty factors. The
evidence does not suggest that Guzmaudpnt this suit in bad faith nor does the
record show any “direct evethce of an improper motivesee Randolph634 F.
Supp. 2d 795, to support adbtaith finding. Hacienda maintains that an award of
attorney’s fees “is necessary to deteatHar frivolous and unreasonable claims by
a vexatious party and counseséeDocket Entry No. 108 at | 25, observing that
“[tIhis is the second lawsuit filed byPlaintiff against Hacienda” and “[e]ven
though the first lawsuit lacked merit, Riaff blindly prosecuted this matter to a
jury verdict.” Seeid. at § 24. Hacienda also notes that plaintiff's counsel has
brought other lawsuits against it. Withspect to Mr. Guzman, it is true that he
lost his first copyright infringement casgainst Hacienda after a three-day bench
trial in this Court. SeeGuzman v. Hacienda Records & Recording Studio, Inc.
No. 6:12-cv-42 (S.D. Tex. Jan. 29, 2015) (Docket Entry No. 138). But, there too,
Guzman'’s claims survived a defe motion for summary judgmenSee id.at
Docket Entry No. 97. As for plainti§ counsel, the Court does not understand
why other lawsuits he hasought should affect the decision whether to require
this plaintiff to pay fees. The Court also notes that plaintiff's counsel did prevail

on one infringement claim in a bench trial against HacierfseeTempest Pub.,



Inc. v. Hacienda Record® Recording Studio, Inc2015 WL 1246644, at *1 (S.D.
Tex. Mar. 18, 2015). Haenda's deterrence argument is therefore unpersuasive.
SeeCollins, 2013 WL 2896822, at *6 (“The imposition of a fee award against a
copyright holder with an objectivelseasonable litigation pdasn will generally
not promote the purposes of the Copyright Act.” (QquotMeithew Bender & Co.
v. West Pub’g C9240 F.3d 116, 122 (2d Cir. 2001)).

Hacienda also seeks costs in theoant of $20,990.09 punant to Federal
Rule of Civil Procedure 54, 17 U.S5.€.505, 28 U.S.C. § 1920, and 28 U.S.C.
§ 1927° Because section 505 specifically b to copyright cases, it controls the
Court’s analysis.See Susan Wakeen Doll Co. v. Ashton Drake Gall&2isF.3d
441, 458 (7th Cir. 2001) [AJny award of fees and metaxable costs must come
through [section 505], and nthrough the general cogrovisions of 28 U.S.C.
§ 1920.”). Guzman lodges no specific objectto Hacienda's costs, and the Court
concludes that “full cost should be awardedSee Guzman WHacienda Records
& Recording Studio, IngNo. 6:12-cv-42 (S.D. Tex. #g. 18, 2015) (Docket Entry

No. 161 at 4) (surveying case law and dodmg that section 505 “compels the

228 U.S.C. § 1927 permits a court to require an attorney who “multiplies the proceedings
in any case unreasonably and vexatiously . sattsfy personally the excess costs, expenses,
and attorneys’ fees asonably incurred because of swdnduct.” Although Hacienda briefly
mentions section 1927, it identifieno fees “reasonably incurred because of [unreasonable and
vexatious] conduct,5ee28 U.S.C. § 1927. The argumes therefore forfeited.SeeMagee v.

Life Ins. Co. of N. Am261 F. Supp. 2d 738, 751 (S.D. Tex. 20@8)as, J.) (“The Fifth Circuit
makes it clear that when a party does not addresssaa in his brief to the district court, that
failure constitutes a waiver on appeal. By aggl failure to brief an gument in the district
court waives that argument in that court.” (internal citations omitted)).

7



Court to tax costs for a number of itenmsthis case, such as the expense of
producing demonstratives, that would not be awarded under the general costs
statute”).

Defendants’ application (Docket Entry No. 108PENIED with respect to
the Application for Attorney’'s Fees an@GRANTED with respect to the
Application for Costs. The CourORDERS that Guzman pay Defendants
$20,990.09 as costs.

SIGNED this 9th day of September, 2015.

(o2

Gregqg Costa
United States Circuit Judge

" Sitting by designation.



