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RULE 26.1 CORPORATE DISCLOSURE STATEMENT 

 Appellant, Ingenuity 13, LLC, is a limited liability company organized and 

existing under the laws of the Federation of St. Kitts and Nevis, and is owned by 

the I13 Trust.  No publicly held corporation owns 10% or more of its stock. 

 Appellant, AF Holdings, LLC, is a limited liability company organized and 

existing under the laws of the Federation of St. Kitts and Nevis, and is owned by 

the Salt March Trust.  No publicly held corporation owns 10% or more of its stock. 

 Appellant, Prenda Law, Inc., was an Illinois corporation, which was 

dissolved on July 26, 2013.  Prenda Law had no parent corporation; and, no 

publicly held corporation owned, or owns, 10% or more of its stock. 

Dated:  November 18, 2013 Respectfully submitted, 

     VOELKER LITIGATION GROUP 
     Daniel J. Voelker, Esq. 
 
 
     By:  /s/Daniel J. Voelker______________ 
     Daniel J. Voelker 
     Attorney for Appellants:  Ingenuity 13,  
     LLC;  AF Holdings, LLC; Prenda Law, Inc.;  
     Paul Duffy, Esq.; Paul Hansmeier, Esq.; and  
     John Steele, Esq.  
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STATEMENT OF JURISDICTION 

 Ingenuity 131 commenced this action on September 27, 2012, alleging 

that Defendant had downloaded an adult film in which Ingenuity 13 had a 

copyright.  The Complaint alleged copyright infringement, contributory 

infringement and negligence.  The District Court had jurisdiction over the 

copyright infringement claim pursuant to 28 U.S.C. § 1331 and 28 U.S.C. § 

1338(a).  The District Court had supplemental jurisdiction over Plaintiff’s 

contributory infringement and negligence claims pursuant to 28 U.S.C. § 

1367(a). 

 On May 6, 2013, the District Court entered an Order imposing 

monetary and other sanctions against, among others:  AF Holdings, 

Ingenuity 13, Prenda Law, and the three individual Appellants (the 

“Sanctions Order”, ER19-ER29).  Hansmeier filed a timely Notice of 

Appeal from the Sanctions Order on May 15, 2013.  (ER377-ER404.)   

Ingenuity 13, AF Holding, Prenda Law, Steele and Duffy, each filed a 

timely Notice of Appeal from the Sanctions Order on May 17, 2013.  

                                                
1 For brevity, Plaintiff, Ingenuity 13, LLC will be referred to as “Ingenuity 
13”.  AF Holdings, LLC, will be referred to as “AF Holdings”.  Prenda Law, 
Inc. will be referred to as “Prenda Law”.  The three individual Appellants 
submitting this brief (John Steele, Paul Hansmeier and Paul Duffy), will be 
referred to individually by last name only and collectively as the “individual 
Appellants”.  Ingenuity 13, AF Holdings, Prenda Law and the individual 
Appellants will sometimes be referred to as “Appellants”. 
2 Appellants’ citation to pages in the Excerpts of the Record will be in the 
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 2 

(ER467-ER496; ER405-ER435; ER506-ER536; ER537-ER566 & ER436-

ER466.)   

 On June 11, 2013, the District Court entered an Order requiring the 

sanctioned parties to post supersedeas bonds totaling $237,583.66, to cover 

the monetary sanctions plus Defendant’s estimated costs and attorneys’ fees 

for this Appeal (the “Bond Order”).  (ER32-ER34.)  The District Court also 

imposed additional requirements with respect to the bond.  (Id.)  Prenda Law 

filed a timely Notice of Appeal from the Bond Order on June 12, 2013.  

(ER601-ER603.) 

 Both the Sanctions and Bond Orders are final Orders.  This Court has 

jurisdiction to hear the appeals from the Sanctions and Bond Orders pursuant 

to 28 U.S.C. § 1291. 

ISSUES PRESENTED AND STANDARD OF REVIEW 

 1. Whether the District Court exceeded its inherent sanctioning 

authority by imposing sanctions on individuals who had not appeared as 

parties or counsel in the consolidated cases, were not subject to any existing 

order of the District Court and were not real parties in interest.   

 Appellants objected to the District Court’s purported exercise of its 

inherent authority over the individual Appellants in Hansmeier's Response to 
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Show Cause Order, (ER3492).  This issue involves a mixed question of law 

and fact.  Mixed questions of law and fact are reviewed de novo; however, 

the underlying factual findings are reviewed for clear error.  Mathews v. 

Chevron Corp., 362 F.3d 1172, 1180 (9th Cir. 2004). 

 2. Whether the District Court committed error by imposing 

criminal sanctions solely on the basis of its inherent authority to sanction 

improper conduct. 

 Appellants objected to the District Court’s imposition of criminal 

sanctions pursuant to its inherent sanctioning authority in Steele’s Response 

to Show Cause Order (ER368 & ER369).  This issue involves a question of 

law, which is reviewed de novo.  Morales-Garcia v. Holder, 567 F.3d 1058, 

1061 (9th Cir. 2009). 

 3. Whether the District Court committed error by imposing 

criminal sanctions in a proceeding in which the Court:  (a) drew negative 

inferences from the individual Appellants’ invocation of their Fifth 

Amendment rights; (b) appointed Defendant’s counsel as the de facto 

prosecutor; (c) denied Appellants the right to cross-examine witnesses; and, 

(d) denied Appellants the right to call witnesses and put on a defense. 

                                                
2 Appellants’ citation to pages in the Excerpts of the Record will be in the 
format “ER__”.   
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 Appellants objected to the District Court’s denial of their criminal 

procedural rights in Steele’s Response to Show Cause Order (ER368-

ER370).  This issue involves a question of law, which is reviewed de novo.  

Morales-Garcia v. Holder, 567 F.3d 1058, 1061 (9th Cir. 2009).   

 4. Whether the District Court committed error by including in its 

sanctions the amount of attorneys’ fees incurred by Defendant in pursuing 

sanctions imposed under the District Court’s inherent sanctioning authority.   

 Appellants had no reasonable opportunity to object to the District 

Court’s award of attorneys’ fees incurred by Defendant in pursuing 

sanctions because the District Court awarded such attorneys’ fees in its 

Sanctions Order without any prior indication that it would allow such fees to 

be included in its award and was based upon a declaration of Defendant’s 

counsel as to the costs and fees expended on the instant litigation, rather than 

on a formal petition for an award of fees.  The issue of whether sanctions 

awarded under a District Court’s inherent sanctioning authority may include 

attorneys’ fees incurred in pursuing sanctions involves a question of law, 

which is reviewed de novo.  Morales-Garcia v. Holder, 567 F.3d 1058, 1061 

(9th Cir. 2009).   

 5. Whether the District Court committed error by finding that, 

under the fee-shifting provision of the Copyright Act, 17 U.S.C. § 505, 
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Appellants were liable for attorneys’ fees incurred by Defendant in 

defending the sanctions award on appeal. 

 Appellants objected to the District Court’s inclusion of attorneys’ fees 

incurred in defending these sanctions on appeal in Hansmeier’s Emergency 

Motion to Reconsider (ER593 & ER594).  This issue involves a question of 

law, which is reviewed de novo.  Morales-Garcia v. Holder, 567 F.3d 1058, 

1061 (9th Cir. 2009). 

PERTINENT STATUTORY PROVISIONS 

17 U.S.C. § 505: Remedies for Infringement: Costs & Attorney’s Fees 

 In any civil action under this title, the court in its discretion may allow 

the recovery of full costs by or against any party other than the United States 

or an officer thereof.  Except as otherwise provided by this title, the court 

may also award reasonable attorney’s fees to the prevailing party as part of 

the costs. 

Bankruptcy Act, 11 U.S.C. § 303(i) 

 (i) If the court dismisses a petition under this section other than on 

consent of all petitioners and the debtor, and if the debtor does not waive the 

right to judgment under this subsection, the court may grant judgment—  

 (1)      against the petitioners and in favor of the debtor for—  

  (A) costs; or  
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 6 

  (B) a reasonable attorney’s fee; or  

 (2)      against any petitioner that filed the petition in bad faith, for—  

  (A) any damages proximately caused by such filing; or  

  (B) punitive damages.  

STATEMENT OF THE CASE 

 In this Appeal, Appellants ask this Court to vacate Orders entered by 

the District Court on May 6, 2013, and on June 11, 2013, that:  impose 

punitive monetary and non-monetary sanctions on Appellants (ER19-ER29) 

and allow Defendant to recover attorneys’ fees incurred in defending the 

sanctions award on appeal (ER32-ER34).    

 Both Orders arose in the context of a lawsuit filed on September 27, 

2012 (Dkt. No. 12-08333 (C.D. Cal.)) (ER113), in which Ingenuity 13 

claimed that an unknown Defendant had used the internet to download an 

adult film in which Ingenuity 13 owned a copyright.  (ER113-ER129.)  In its 

three-count Complaint, Ingenuity 13 alleged copyright infringement, 

contributory infringement and negligence by Defendant in allowing an IP 

address to be used in a manner that infringed Plaintiff’s copyright.  (Id.) 

 Following a discovery order that rendered it impossible for Ingenuity 

13 to discover the true identity of the copyright infringer and, therefore, to 
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proceed with this litigation (ER146-ER148), Plaintiff voluntarily dismissed 

the case on January 28, 2013.  (ER158-ER160.) 

 On February 7, 2013, the District Court, acting sua sponte, issued an 

Order directed at Ingenuity 13’s counsel of record, Brett Gibbs (“Gibbs”), 

requiring him to show cause why he should not be sanctioned for allegedly:  

violating the District Court’s discovery orders, failing to perform an 

adequate investigation as to the identify of two copyright infringers and 

presenting to the Court a copyright assignment that had allegedly been 

forged (ER1-ER11).  In the sanctions proceedings, the District Court 

consolidated Case No. 8333 with four other copyright infringement cases in 

which Gibbs had represented Ingenuity 13 or AF Holdings (another holder 

of copyrights in adult videos).  (ER12.)   

 After reviewing an affidavit and testimony by Gibbs stating that his 

actions were directed by others, the District Court expanded the target of its 

Show-Cause Order to include Ingenuity 13, AF Holdings, Prenda Law and 

the three individual Appellants, who had never appeared as counsel or 

parties in any of the consolidated cases.  (ER16-ER18.) 

 On May 6, 2013, the District Court issued an Order that jointly and 

severally imposed what the Order characterized as “punitive” monetary 

sanctions on Gibbs and Appellants.  (ER28.)  In addition, the Sanctions 
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Order imposed a series of non-monetary sanctions imposed on Gibbs and the 

individual Appellants.  (ER28 & ER29.) 

 Hansmeier filed a timely Notice of Appeal on May 15, 2013.  

(ER377-ER404.)  The remaining Appellants (who are filing this brief)  each 

filed a timely notice of appeal on May 17, 2013.  (ER467-ER496; ER405-

ER435; ER506-ER536; ER537-ER566 & ER436-ER466.) 

 On May 23, 2013, Duffy filed an undertaking for a supersedeas bond 

equal to 125% of the value of the monetary sanctions (ER583-ER586) and 

an application with the District Court requesting, among other things, 

approval of the bond (ER574-ER582).   

 On June 6, 2013, the District Court entered an Order (ER587-ER595) 

that conditionally approved the initial supersedeas bond, but required, 

among other things, Appellants to post a second supersedeas bond of 

$135,333.66 (equal to Defendant’s projected costs and attorneys’ fees 

incurred in pursuing these sanctions on appeal).  (ER589.)   

 In addition, the June 6 Order required Appellants to, among other 

things:  permit Defendant’s counsel to execute on the bond if any one of the 

parties sanctioned failed to successfully appeal the District Court's Sanctions 

Order; agree that the bond not be subject to a Bankruptcy Court's 

jurisdiction; and agree to the District Court’s conditions.  (ER588 & ER589.)  
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On June 11, 2013, the District Court issue a slightly amended version of the 

June 6 Order (the “Bond Order”).  (ER32-ER34.) 

 On June 12, 2013, Prenda Law filed a timely Notice of Appeal from 

the Bond Order.  (ER601-ER603.)  Appellants posted the second 

supersedeas bond on July 23, 2013.  (ER604-ER607.)  

 On October 17, 2013, Gibbs filed a motion with the District Court for 

an indicative ruling asking that the Sanctions Motion be vacated with respect 

to Gibbs.  (E613.)  On October 30, 2013, the District Court granted Gibbs’ 

motion.  (Id.)  On November 13, 2013, this Court issued a limited remand of 

the case to the District Court in Appeal No. 13-55871 to allow the District 

Court to to consider Gibbs’ motion to vacate the Sanctions Order. 

 On November 14, 2013, the District Court vacated the portion of the 

Sanctions Order imposing monetary sanctions on Gibbs, based on Gibbs’ 

alleged disassociation from Prenda Law.  However, the Order, by its terms, 

did not vacate the non-monetary sanctions imposed by the District Court on 

Gibbs or the sanctions imposed on the other Appellants.  Gibbs has now 

asked this Court to dismiss Appeal No. 13-55871.  As of the time that 

Appellants filed the instant brief, Gibbs’ motion is pending.     
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STATEMENT OF FACTS 

The Underlying Litigation 

 This is an Appeal from the Sanctions Order entered by the District 

Court after the voluntary dismissal of the underlying litigation, which 

imposed both monetary and non-monetary sanctions against Appellants 

(E19-E29), and, the subsequent Bond Order, which required Appellants to 

post a supersedeas bond sufficient to cover Defendant’s estimated costs and 

attorneys’ fees incurred through this Appeal (in addition to a supersedeas 

bond valued at 125% of the value of the monetary sanctions imposed) (E32-

E34.).  

 Both Orders arose in the context of a lawsuit brought by Plaintiff, 

Ingenuity 13, alleging, among other things, that an unknown internet user 

(“John Doe”) had infringed Ingenuity 13’s rights in an adult film by 

improperly downloading the film.  (ER113-ER129.) 

 Ingenuity 13 holds rights to a number of copyrighted works, including 

an adult video entitled “A Peek Behind the Scenes at a Show” (the “Film”).  

(ER114 & ER126.)  In the course of monitoring internet-based infringement 

of its copyrighted content (i.e., unauthorized downloading of copyrighted 

works), Plaintiff’s agents observed that the Film had been unlawfully 
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downloaded by an unknown internet user who was accessing the internet 

through Internet Protocol (“IP”) address 108.13.119.253.  (ER114.)   

 On September 27, 2012, Ingenuity 13 filed a lawsuit in the District 

Court against the John Doe user of this IP address, alleging copyright 

infringement, contributory infringement and negligence.  (ER113-ER129.)  

Ingenuity 13 was represented solely by Gibbs.  (ER113.)  Gibbs had listed 

himself as Of Counsel to Prenda Law (ER113 & ER167); and, in affidavits 

and argument before the District Court, Gibbs was characterized as an 

independent contractor to Prenda Law.  (ER169 & ER204). 

 On October 8, 2012, Ingenuity 13 sought leave to conduct early 

discovery by issuing a subpoena to John Doe’s Internet Service Provider in 

order to discover John Doe’s identity.  (ER130-ER142.)  Leave was granted 

the following day (the “Early Discovery Order”).  (ER143 & ER 144.)  

 However, on December 19, 2012, the instant case was reassigned to 

Judge Wright (ER145), who wasted no time in rescinding the Early 

Discovery Order.    The day after the reassignment, Judge Wright vacated 

the Early Discovery Order and ordered Ingenuity 13 to show cause why it 

should be allowed to proceed in discovering John Doe’s identity.  (ER146-

ER148.)  In his December 20 Order, Judge Wright required that Ingenuity 
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13 “cease its discovery efforts relating to or based on information obtained 

through any abovementioned Rule 45 subpoenas”.  (ER146.)   

 In issuing this Order, the District Court stated that, while a subpoena 

issued to the Internet Provider for IP Address 108.13.119.253 may yield the 

identity of the subscriber for that IP Address, the Court required further 

proof that it was the subscriber who had performed the illegal download, 

rather than another individual who may have been using the subscriber’s IP 

address.  (ER147.)   

 As a result of Judge Wright’s Order, Ingenuity 13 had no way of 

identifying the unknown infringer and, therefore, no way of proceeding with 

the litigation.  Apparently aware that this Order placed Ingenuity 13 in an 

impossible position in the litigation, Judge Wright proclaimed that it was his 

“duty to protect the innocent citizens of this district from this sort of legal 

shakedown, even though a copyright holder’s rights may be infringed by a 

few deviants.”  (ER147.)     

 Two days later, Ingenuity 13 filed a motion to disqualify Judge 

Wright, arguing that his actions and comments called into question the 

District Court’s ability to act impartially.  This motion was denied.  (ER149-

ER152.)  Having no way to proceed without knowing the identity of the 

copyright infringer, on January 28, 2013, Ingenuity 13 voluntarily dismissed 
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the action in its entirety without prejudice pursuant to Fed. R. Civ. Proc. 

41(a)(1).  (ER158-ER160.) 

The Order to Show Cause Proceeding against Brett Gibbs 

 Ten days after the case was dismissed, on February 7, 2013, Judge 

Wright issued an Order to Show Cause, requiring Gibbs to appear before the 

District Court on March 11, 2013, to “justify his violations of Federal Rule 

of Civil Procedure 11 and Local Rule 83-3 . . .”  (ER1-ER11.)  Although 

nominally issued in Case No. 8333, the body of the Order described conduct 

by Gibbs in the instant case and in four other copyright-infringement cases 

that had been consolidated for purposes of Judge Wright’s Show-Cause 

Order (the “consolidated cases”3), in which Gibbs had represented Ingenuity 

13 or AF Holdings, a company that also held rights in various adult videos.  

(ER12.)   

 Specifically, Judge Wright identified three categories of conduct that 

he considered sanctionable:   

                                                
3 The four cases that were consolidated with the instant case for purpose of 
the Show-Cause Order were:  AF Holdings, LLC v. Doe, No. 2:12-cv-6636-
DW(JCx) (C.D. Cal. filed Aug. 1, 2012); AF Holdings, LLC v. Doe, No. 
2:12-cv-6669-DW(JCx) (C.D. Cal. filed Aug. 2, 2012); Ingenuity 13, LLC v. 
Doe, No. 2:12-cv-6662-ODW(JCx) (C.D. Cal. filed Aug. 2, 2012); and 
Ingenuity 13, LLC v. Doe, No. 2:12-cv-6668-ODW(JCx) (C.D. Cal. filed 
Aug. 2, 2012).  (ER12.)  Where it is necessary to refer to individual cases, 
the cases will be referred to by the last four digits of the case number; e.g., 
Case No. 2:12-cv-6636-DW(JCx) will be cited as Case No. 6636. 
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1. In Case Nos. 6636 and 6639, violating Judge Wright’s Orders 
terminating early discovery by continuing to conduct discovery 
based upon subpoenas that had been issued prior to the 
termination;  

2. In Case Nos. 6662 and 6668, identifying infringers of copyrighted 
adult videos “based on a snapshot of Internet activity, without 
conducting a reasonable inquiry”; and 

3. In Case No. 8333, perpetrating a fraud on the District Court by 
filing a forged acceptance of a copyright assignment. 

(ER9 & ER10.)   

 Morgan Pietz, attorney for the Defendant in the Case No. 8333, was 

appointed by Judge Wright to present evidence concerning Gibbs’ alleged 

misconduct.    (ER10.)   

 The Show-Cause Order concluded by listing the potential sanctions 

that the District Court might impose, including:  “a monetary fine, 

incarceration, or other sanctions sufficient to deter future misconduct.”  

(ER10 & ER11.) 

 In the weeks that ensued, Gibbs filed a brief and a supporting 

declaration (ER167–ER180) in response to the Show-Cause Order in which 

he defended his conduct by claiming, among other things, that he had 

received guidance and direction from “senior members” of the law firms that 

had employed him as Of Counsel.  (ER168–ER171.)   

 Subsequently, the District Court ordered Gibbs to identify the “senior 

members” referenced in his brief and declaration.  (ER12 & ER13.)  Gibbs 
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responded by filing a second declaration in which he identified Appellants 

Steele and Hansmeier as the “senior members”, while simultaneously 

admitting that neither had an ownership interest in the law firm in which 

Gibbs was then Of Counsel.  (ER181–ER185.)  

 In response to Gibbs’ filings, on March 5, 2013, the District Court 

ordered, among others, Minnesota citizen and resident, Hansmeier, Florida 

citizen and resident, Steele, and Illinois citizen and resident, Duffy, “to 

appear on March 11, 2013, at 1:30 p.m.”.  (ER14 & ER15.)  None of the 

individual Appellants had been a party, filed an appearance as counsel nor 

had otherwise appeared before the District Court in any of the consolidated 

cases.  (See ER35-ER129.)   

 The District Court required Gibbs to serve the March 5 Order on the 

individual Appellants by March 7, 2013, the Thursday before the Monday 

March 11 Hearing.  (ER15.)  However, the March 5 Order failed to specify 

the purpose for which these three individuals were ordered to appear.  (ER14 

& ER15.)  Indeed, at the time that the District Court initially ordered the 

three individual Appellants to appear, the existing Show-Cause Order had 

not accused them of any sanctionable conduct.  (ER1–ER11.) 

 After being made aware of the March 5 Order on March 7, 2013, the 

individual Appellants managed to retain counsel and, within 24 hours, filed 
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an ex parte motion asking the District Court to withdraw its March 5 Order 

requiring their appearance.  (ER186 & ER187.)  Specifically, the three 

objected, among other things, to the District Court’s assertion of nationwide 

personal jurisdiction and to the lack of sufficient notice of the hearing.  (See 

id.)  The District Court did not rule on this motion prior to the March 11 

Hearing.   

The March 11 Show Cause Hearing 

 With only four calendar days (and only one business day’s) notice of 

the hearing, and no notice of the charges that they faced, Steele, Hansmeier 

and Duffy, nonetheless, appeared through counsel at the March 11 Hearing 

and made themselves available by telephone.  (ER189 & ER192–ER194.) 

 Pietz, acting in the role of de facto prosecutor appointed by the 

District Court, and Gibbs’ counsel, presented testimony and/or documents 

regarding a broad range of topics, some of which addressed the three 

categories of sanctionable conduct identified in the Show-Cause Order.  

(ER213–ER258 & ER292–ER301.)  

 However, the District Court rebuffed the attempt by counsel for the 

individual Appellants to participate in the hearings.  (ER192–ER194.)  Upon 

learning that the individual Appellants were not physically present in the 
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courtroom, the District Court instructed individual Appellants’ counsel to 

“have a seat” and would not permit counsel to complete her argument.  (Id.) 

 Regarding two of the three categories of sanctionable conduct 

described in the Show-Cause Order, Pietz and/or Gibbs’ counsel presented 

testimony or documents relating to:  discovery conducted on behalf of AF 

Holdings after the District Court had terminated early discovery in two of 

the consolidated cases filed by Gibbs and deficiencies in the investigation 

performed by Gibbs before identifying the alleged copyright infringer in two 

of the consolidated cases that Gibbs had filed on behalf of Ingenuity 13.  

(See ER213–ER258 & ER292–ER301.) 

 However, there was a disconnect between the District Court’s forgery 

allegations in the Show-Cause Order and the testimony presented at the 

March 11 Hearing.  The Show-Cause Order contended that Gibbs and 

Appellants had fraudulently presented to the District Court a forged 

copyright acceptance in Case No. 8333.  (ER10.)  The allegation could not 

possibly have been accurate because Ingenuity 13 was the original holder of 

the copyright, and, consequently, had not acquired it through assignment.  

(ER126.)  In fact, the person whose signature had allegedly been forged 

testified as to whether his signature had been forged with respect to other 
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copyright assignments in other cases, but was never asked about any alleged 

forgery in Case No. 8333.  (ER208–ER221.)4  

 In addition to the conduct that the Show-Cause Order had actually 

alleged to be sanctionable, testimony and/or documents were presented 

regarding:  Gibbs’ failure to inform the District Court of related cases that he 

had filed (ER267–ER271); and his failure to inform the District Court of 

Prenda Law’s alleged financial interest in either Ingenuity13 or AF Holdings 

(ER262 & ER264–ER267). 

 During his testimony, Gibbs attempted to deflect primary blame to 

Steele and Hansmeier.  Despite the fact that he had testified through affidavit 

that he was an independent contractor (ER169) and the fact that he alone had 

filed the five consolidated cases (ER35, ER56, ER74, ER92 & ER113), 

Gibbs testified that his conduct was directed by Steele and Hansmeier.  

(ER261 – ER267.)  

 Later in the hearing, upon questioning by the District Court, counsel 

informed Judge Wright that, while Steele, Hansmeier and Duffy were not 

physically present in the courtroom, they were available by telephone to 
                                                
4 In addition, the District Court did not indicate what possible motive 
Appellants would have to intentionally present a forged copyright 
assignment to the Court.  As the District Court itself stated in its Sanctions 
Order, “a recipient of a copyright assignment need not sign the document . . 
.”  (ER26.)  Thus, Appellants had absolutely nothing to gain by intentionally 
presenting a forged copyright assignment.  
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participate.  (ER207 & ER208.)  While Judge Wright stated that he might 

take them up on their offer to participate by telephone (ER208), he did not 

include them in the hearing. 

The Amended Show-Cause Order 

 On March 14, 2013, three days after the Show-Cause Hearing, Judge 

Wright issued an Order, amending the original Show-Cause Order (the 

“Amendment”).  (ER16–ER18.)  In the Amendment, Judge Wright belatedly 

denied the individual Appellants’ prior motion to withdraw the District 

Court’s earlier March 5 Order requiring their appearance at the March 11th 

Hearing.  (ER16.)  In doing to, Judge Wright held that he had specific 

jurisdiction over these persons because of their alleged pecuniary interest 

and supposedly “clandestine” participation in the five consolidated cases.  

(Id.)  In addition, despite the fact that the individual Appellants had filed 

their Motion within 24 hours after first receiving notice of the March 5 

Order to appear at the March 11 Hearing, Judge Wright made a point of 

observing that movants’ “eleventh-hour filing exemplifi[ed] gamesmanship . 

. .”  (id.) 

 Judge Wright’s also amended the original Show-Cause Order to 

include possible sanctions against Steele, Hansmeier and Duffy, and ten 
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other persons or entities, ordering each to appear at a Show-Cause Hearing 

on March 29, 2013, to explain why they should not be sanctioned for: 

1. Their alleged participation, direction, and execution of the acts 
described in the Court’s February 7, 2013 Order to Show Cause; 

2. Failing to notify the Court of all parties that have a financial 
interest in the outcome of the litigation;  

3. Defrauding  the  Court  by misrepresenting the  nature and 
relationship of  the  individuals and entities involved in the five 
cases consolidated for purposes of the Show-Cause Order; 

4. Steele’s and Hansmeier’s failure to file a pro hac vice appearance 
before the Court, given their alleged involvement as “senior 
attorneys” in the cases; and 

5. Not appearing at the March 11 Show Cause Hearing. 

(ER17 & ER18.)  Judge Wright again invited John Doe’s attorney, Morgan 

Pietz, and his co-counsel, Nicholas Ranallo, to appear at the hearing.  

(ER18.) 

The April 2, 2013 Show-Cause Hearing 

 Each of the individual Appellants appeared before the District Court 

at the Show-Cause Hearing, rescheduled to April 2, 2013. (ER307 & 

ER308.)  However, because the Show-Cause Order, as amended, provided 

for criminal sanctions, including incarceration (ER10 & ER11), and because 

the District Court had indicated an intent to require testimony that might 

invade the attorney-client privilege, all three invoked their Fifth Amendment 

privilege against compelled testimony.  (ER312–ER314.)  
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 In response to their decision to exercise their Fifth Amendment 

privilege, Judge Wright denied counsel for the individual Appellants leave to 

present argument or otherwise to participate, and abruptly terminated the 

hearing.  (ER313-ER318.)  No testimony, evidence, or argument was 

allowed or presented at the hearing, which lasted approximately 12 minutes.  

(ER317–ER318.)    

 Gibbs had previously identified Mark Lutz (“Lutz”) as the chief 

executive officer of both AF Holdings and Ingenuity 13.  (ER184 & ER265.)  

Lutz was present in the courtroom, had specifically been identified to the 

District Court as “present”, (ER310) and was in a position to testify as to the 

persons or entities that owned AF Holdings and Ingenuity 13.  However, due 

to Judge Wright’s abrupt termination of the hearing, counsel for the 

individual Appellants had no opportunity to examine Lutz. 

 Following the hearing, the three individual Appellants, and the other 

targets of the Amended Show-Cause Order, submitted substantial briefing, 

objecting to the procedures imposed by the District Court and the evidence 

presented by Pietz.  (See ER628-ER630.) 
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The May 6, 2013 Sanctions Order 

 On May 6, 2013, Judge Wright issued an Order sanctioning Gibbs, AF 

Holdings, Ingenuity 13, Prenda Law and the three individual Appellants.  

(ER19–ER29.)  Despite threatening incarceration in the Show-Cause Order 

(ER10 & ER11) and imposing punitive monetary sanctions (ER28), the 

District Court stated that the proceedings and sanctions were civil in nature, 

thereby allowing the Court to draw negative inferences against those who 

invoked their Fifth Amendment rights.  (ER21.)  In addition, the Sanctions 

Order ignored all of the evidentiary objections to the testimony and 

documents introduced at the March 11 Hearing and afterward. 

 As monetary sanctions, the District Court held the three entities and 

four individuals jointly and severally liable for:  (1) an award of attorneys’ 

fees and costs totaling $40,659.86; and (2) “[a]s a punitive measure, the 

Court double[ed] this award, yielding $81,319.72.”  (ER28.)   

 The District Court left no doubt that it had set monetary damages to 

discourage any appeal from the Order.  In explaining why he had calculated 

the punitive award in this manner, Judge Wright asserted that the monetary 

sanctions were “calculated to be just below the cost of an effective appeal.”  

(Id.)   
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 In addition, with respect to the three individuals, the District Court 

imposed further sanctions, including:  referrals to state and federal bar 

organizations and disciplinary committees; referral to the United States 

Attorney for the Central District of California; referral to the Criminal 

Investigative Division of the Internal Revenue Service; and notification of 

“all judges before whom these attorneys have pending cases.” (ER28 & 

ER29.)   

 In the Sanctions Order, the District Court noted its disappointment in 

its inability to identify justification for imposing further sanctions, stating:  

“Unfortunately, other than these specific instances of fraud, the Court cannot 

make more detailed findings of fraud.”  (ER26.)   

 Appellants Gibbs, Ingenuity 13, AF Holdings, Prenda Law, Steele, 

Hansmeier and Duffy filed timely Notices of Appeal during the period May 

15, 2013, through May 18, 2013.  (ER567-ER573, ER467-ER496, ER405-

ER435, ER506-ER536, ER537-ER566, ER377-ER404 & ER436-ER466.) 

The Court’s Requirement of a Second Supersedeas Bond  

 On May 20, 2013, Prenda Law filed an application with the District 

Court requesting that the Sanctions Order be stayed pending resolution of 

the appeal (ER497-ER505).  The District Court denied the application on 

May 21, 2013, and, thereafter, imposed a $1,000 per day, per respondent, 

Case: 13-55859     11/18/2013          ID: 8865603     DktEntry: 17-1     Page: 32 of 75 (32 of 701)



 24 

penalty for each day after May 20, 2013, that the respondents failed either to 

pay the sanction award or submit for approval a supersedeas bond in the 

amount of the court-ordered sanctions.  (ER30 & ER31.)   

 On May 23, 2013, Duffy filed an undertaking for a supersedeas bond 

in the amount of $101,650, equal to 125% of the value of the monetary 

sanctions.  (ER583-ER586.)  In addition, Duffy filed an application with the 

District Court requesting approval of the bond and further requesting that the 

Sanctions Order be stayed pending resolution of the appeal.  (ER574-

ER582.) 

 Pietz opposed Duffy's motion (ER623), arguing that, under Fed. Rule 

App. Proc. 7, he was  entitled  to a bond  that  covered  not  only  $5,000  in  

prospective  appellate  costs,  but also $135,993.66 in prospective attorneys' 

fees for the appeal.  Pietz  also asked that several other conditions  be  

imposed  prior  to  approval  of  the  original  bond,  including:  permitting 

him to execute on the bond if any one respondent failed to successfully 

appeal the District Court's Sanctions Order; specifying that the bond not be 

subject to a Bankruptcy Court's jurisdiction; and requiring each Appellant to 

sign off on the bond and the  extra conditions imposed by the District Court.  

(Id.)     
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 The District Court signed Pietz's proposed order without permitting 

Duffy or Prenda Law an opportunity to respond to Pietz's legal arguments 

either by way of reply brief or oral argument.  (ER32-ER34.)  Further, the 

District Court ordered Prenda Law and the other bonded respondents to file 

acknowledgements of the validity of the conditions imposed by the court on 

each bond and to post a second bond in the amount of $135,993.66, finding 

that, under the fee-shifting provision of the Copyright Act, 17 U.S.C. § 505, 

the prevailing party in the copyright action is also entitled to receive 

attorneys’ fees incurred in pursuing sanctions and defending those sanctions 

on appeal .  (ER33.)  The District Court also promised to impose further 

sanctions if the parties did not comply with the Order.  (Id.)  The 

undertaking for the second supersedeas bond in the amount of $135,933.66 

was filed with the District Court on July 23, 2013.  (ER604-ER607.) 

 Prenda Law filed a timely Notice of Appeal from the Bond Order on 

June 12, 2013.  (ER601-ER603.) 

SUMMARY OF ARGUMENT 

 The District Court’s sanctions were supposedly issued pursuant to the 

District Court’s inherent sanctioning authority.  However, under prevailing 

case law, the sanctions chosen by the District Court were improper for at 

least three reasons: 
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1. The District Court’s inherent sanctioning authority did not 
extend to persons, such as the individual Appellants, who had 
not appeared as parties or counsel in the consolidated cases, 
who were not (at the time of the Show-Cause Order) subject to 
any order by the District Court and who were not real parties in 
interest; 

2. The sanctions chosen by the District Court were criminal in 
nature and were imposed without the procedural safeguards 
required by federal law; and, 

3. The District Court, in its sanction award, improperly included 
punitive sanctions and attorneys’ fees incurred by Defendant in 
pursuing the sanctions and defending the sanctions on appeal. 

 The District Court’s inherent sanctioning authority does not extend to 

the three individual Appellants.  Under prevailing case law, the District 

Court’s inherent sanctioning authority is limited to:  parties and their 

counsel, persons and entities that are subject to an existing court order and 

real parties in interest.  The individual Appellants did not fall into any of 

these categories.  None of the three appeared as parties or counsel in any of 

the five consolidated cases.  Further, the record on appeal is devoid of any 

information from which the District Court could reasonably infer that the 

individual Appellants were real parties in interest.  None of the three held an 

ownership interest in either of the two Plaintiffs in the five consolidated 

cases (i.e., Ingenuity 13 or AF Holdings). 

 In addition, the District Court erred in its conclusion that its sanctions 

were civil in nature.  Under the case law of the Supreme Court and of this 
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Court, civil sanctions must be either compensatory or intended to coerce 

compliance with a court’s directive.  Sanctions that are intended to punish 

are considered criminal sanctions.   

 There is no possibility that the sanctions entered by the District Court 

were intended to coerce compliance with a court directive.   The District 

Court’s sanctions were issued after each of the five consolidated cases had 

been voluntarily dismissed.  Moreover, by setting the sanctions at 200% of 

Defendant’s stated costs and attorneys’ fees, the sanctions were not merely 

compensatory.  Indeed, the District Court itself characterized the sanctions 

as “punitive”.   

 This Court has previously held that monetary sanctions set at 200% of 

a party’s costs and attorneys’ fees are criminal in nature, and can only be 

imposed through criminal contempt proceedings, which require the full 

panoply of procedural due process rights required in criminal cases, 

including: a prohibition against drawing negative inferences from the 

exercise of Fifth Amendment Rights; the right to an unbiased, disinterested 

prosecutor; the right of cross-examination; and, the right to call witnesses. 

 The procedures used by the District Court did not comply with these 

Constitutional requirements.  The District Court’s factual findings were 

based, in large part, or in whole, on the individual Appellants’ invocation of 
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their Fifth Amendment privileges.  The District Court appointed Defendant’s 

counsel as the de facto prosecutor, who could not qualify as a disinterested 

prosecutor under federal case law.  Appellants were denied any right to 

cross-examine witnesses; and, Appellants were denied the right to call 

witnesses and put on a defense.  In short, while the District Court’s punitive 

sanctions could only be imposed through criminal contempt proceedings, the 

procedures employed by the Court violated procedural due process 

requirements in criminal contempt proceedings. 

 Moreover, under its inherent sanctioning authority, the District Court 

lacked the authority to impose either punitive sanctions or sanctions that 

included Defendant’s costs and attorneys’ fees incurred in pursuing those 

sanctions or defending such sanctions on appeal.  The case law is crystal 

clear that a District Court, acting under its inherent sanctioning authority, 

cannot impose punitive monetary sanctions.  Moreover, the case law is 

equally clear that sanctions imposed under a District Court’s inherent 

sanctioning authority cannot include the attorneys’ fees incurred by the party 

in seeking sanctions, either at the District Court level or on appeal.  Thus, by 

requiring Appellants to post supersedeas bonds that guarantee Defendant’s 

ability to recover attorneys’ fees incurred in this appeal, the District Court’s 

Bond Order constitutes error. 
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ARGUMENT 

I. THE DISTRICT COURT’S INHERENT SANCTIONING 
AUTHORITY DID NOT EXTEND TO THE INDIVIDUAL 
APPELLANTS.  

 Under prevailing case law, the District Court’s inherent sanctioning 

authority did not extend to the three individual Appellants.  The sole 

authority cited by the District Court for imposing sanctions on these 

individual Appellants was the Court’s inherent sanctioning authority.  (ER24 

& ER25.)  Under modern case law, a District Court’s inherent sanctioning 

authority is limited to three classes of persons or entities:  parties and their 

counsel, persons who violate an existing court order and real parties in 

interest.  Helmac Products Corp. v. Roth Plastics Corp., 150 F.R.D. 563, 

565-66 (E.D. Mich. 1993).  The three individual Appellants do not fall 

within any of these categories.   

 To be sure, a District Court’s inherent authority to sanction improper 

conduct extends beyond the parties and their counsel who have appeared 

before the Court.  Indeed, in the watershed case describing the scope of a 

District Court’s inherent authority, Chambers v. Nasco, Inc., 501 U.S. 32, 

36-37 (1991), a portion of the sanctioned conduct occurred prior to the time 

that Chambers became a party or was subject to any order by the District 

Court. 
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 However, a District Court’s inherent authority to impose sanctions is 

not unlimited.  Am. Civil Liberties Union v. Holder, 673 F.3d 245, 256 (4th 

Cir. 2011); Natural Gas Pipeline Co. of Am. v. Energy Gathering, Inc., 2 

F.3d 1397, 1406-07 (5th Cir. 1993).  In Chambers itself, the Supreme Court 

cautioned that the Court’s inherent power "is not a broad reservoir of power, 

ready at an imperial hand, but a limited source; an implied power squeezed 

from the need to make the court function" (501 U.S. at 42) and “must be 

exercised with restraint and discretion."  (Id. at 45).  See also Roadway 

Express, Inc. v. Piper, 447 U.S. 752, 764 (1980). 

 In the seminal case of Helmac Products Corp. v. Roth Plastics, Corp., 

supra, the court pioneered a two-part test to gauge whether a District Court’s 

inherent sanctioning authority extends to an individual who is neither a 

litigant nor an attorney who has appeared in the case.  In that case, the owner 

of the defendant corporation had ordered the destruction of relevant 

documents, thereby rendering it impossible to conduct a trial on his 

corporation's liability.  However, the owner was not a party to the case and 

was not subject to any court order at the time that he directed the document 

destruction. 

 In finding that the court’s inherent sanctioning authority extended to 

the owner of the defendant corporation, the court held that its “inherent 
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power to sanction [is limited] to those individuals [who] were either (1) 

parties, (2) subject to a court order, or (3) real parties in interest.”  150 

F.R.D. at 568.  Finding that the owner of the defendant corporation was, for 

all practical purposes, the real party in interest, the court imposed sanctions.   

 Since its development, the Helmac standard has been widely applied 

by federal courts in determining whether, and to what extent, a District 

Court’s inherent sanctioning authority extends to a non-party and non-

attorney (i.e., an individual who has neither filed an appearance nor 

otherwise appeared before the court in the case as counsel).   

 Within the past two months, the test and principles underlying Helmac 

were echoed in United States v. Henry, 2013 U.S. Dist. LEXIS 133148 (E.D. 

Va.) at *108-09, in which, partially quoting Helmac, the court stated: 

Although the federal courts may certainly sanction disruptive or 
disobedient bad faith conduct, "the Court's power to sanction 
cannot possibly extend to everyone who interferes with 
litigation before the court. Otherwise the power to sanction 
would be so wide that it would be unenforceable.” 

See also Anz Advanced Techs., LLC v. Bush Hog, LLC, 2012 U.S. Dist. 

LEXIS 29534 (S.D. Ala.) at *34; Bartos v. Pennsylvania, 2010 U.S. Dist. 

LEXIS 43937 (M.D. Pa.) at *18; Books Are Fun, Ltd. v. Rosenbrough, 239 

F.R.D. 532, 555 (S.D. Iowa 2007).  
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 The prior decisions of this Court are in accord with the Helmac 

standard.  In Caldwell v. United Capital Corporation, 77 F.3d 278 (9th Cir. 

1996), this Court held that a District Court’s inherent sanctioning authority 

extended to a person who had a controlling interest in the debtor and who, 

through the debtor, had implemented a fraud on the District Court.  Such a 

result is consistent with Helmac’s extension of the District Court’s inherent 

power to real parties in interest.  However, diligent research has not shown a 

single case in which the District Court’s inherent authority to sanction has 

been extended to persons who are neither parties, attorneys of record, 

persons subject to an existing court order or real parties in interest. 

 It is undisputed that none of the three individual Appellants appeared 

as parties or counsel in any of the five consolidated cases.  (ER35, ER56, 

ER74, ER92 & ER113.)  Further, none of the three were subject to any order 

of the District Court in any of the consolidated cases when the Sanctions 

Order was issued.   

 Under the Helmac standard, the District Court’s inherent sanctioning 

authority can extend to these three individuals if and only if they were real 

parties in interest in at least one of the consolidated cases.  Under the case 

law cited above, to be real parties in interest, an individual Appellant must 
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have a controlling ownership interest in either AF Holdings or Ingenuity 13, 

who were Plaintiffs in the consolidated cases. 

 There was no evidence from which the District Court could 

reasonably infer that any of the three individual Appellants had an 

ownership interest in either AF Holding or Ingenuity 13, much less a 

controlling interest.  The District Court simply states, without any factual 

support or citation, that “the principles are the de facto owners and officers 

[of AF Holdings and Ingenuity 13]”.  (ER22.)  With total respect for the 

District Court, there was not a shred of evidence supporting that conclusion, 

nor did the District Court cited any supporting evidence.  (Id.) 

 The only witness who claimed to have any knowledge of Ingenuity 13 

or AF Holdings was Gibbs.  Nothing in Gibbs’ testimony or affidavits could 

possibly be construed as suggesting that any of the three individual 

Appellants had an ownership interest of any kind in either Ingenuity 13 or in 

AF Holdings.5  Further, there were no documents of any kind that lent 

                                                
5 Five months after the Notice of Appeal had been filed, Gibbs filed a 
motion with the District Court seeking an indicative ruling vacating the 
Sanction Order as to Gibbs.  (ER613.)  In his Motion and supporting 
Declaration, Gibbs for the first time alleges that the individual Appellants 
have a financial interest in Ingenuity 13 and AF Holdings.  The other 
Appellants, each of which strongly denying the accuracy of that allegation, 
have had no opportunity to counter Gibbs’ assertion.  Moreover, the District 
Court could not have relied upon Gibbs’ eleventh-hour “revelation”, which 
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support to the District Court’s conclusion that the individual Appellants are 

owners of either company. 

 Under the procedures employed in this case, it would be particularly 

unfair to infer, without any supporting evidence, that any of the individual 

Appellants had an ownership interest in AF Holdings or Ingenuity 13.  The 

one person who was in a position to explain the ownership of both entities, 

Mark Lutz (“Lutz”), was physically present at the April 2 Hearing.  

(ER310.)  Had the individual Appellants been permitted to examine Lutz, 

any question regarding the ownership of AF Holdings or Ingenuity 13 could 

have been established.   

 However, the Circuit Court terminated the hearing abruptly upon 

learning that the individual Appellants were invoking their Fifth Amendment 

rights.  (ER317 & ER318.)  In effect, the District Court impermissibly 

prevented the individual Appellants from introducing exculpatory testimony 

as a punishment for invoking their Fifth Amendment rights.     

                                                                                                                                            
came long after this Appeal was noticed by each of Appellants (including 
Gibbs himself).   
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II. UNDER THIS COURT’S PRIOR PRECEDENT, A DISTRICT 
COURT’S INHERENT SANCTIONING AUTHORITY DOES 
NOT PERMIT THE IMPOSITION OF PUNITIVE 
SANCTIONS. 

 In its own words, the District Court’s imposition of monetary 

sanctions that doubled Defendant’s actual costs and attorneys’ fees was 

intended “[a]s a punitive measure”.  (ER 28.)  This Court’s prior precedents 

hold that a District Court’s inherent sanctioning authority is limited to 

sanctions necessary to compensate an opposing party for harm caused by 

improper conduct or to coerce compliance with an existing order.  However, 

the imposition of punitive sanctions can only be done pursuant to criminal 

contempt proceedings. 

 In a series of cases dating back to 2002, the Bankruptcy Panel of this 

Court has interpreted the Supreme Court’s decision in Chambers v. Nasco, 

Inc., supra, as limiting sanctions that may be imposed under a Court’s 

inherent sanctioning authority to compensatory or coercive sanctions.  The 

Bankruptcy Panel of this Court first addressed this issue in In re: DeVille, 

280 B.R. 483 (9th Cir. B.A.P. 2002).  In that case, the plaintiff had filed a 

lawsuit against a number of defendants in a state court action.  In order to 

delay the state court trial, defendants’ counsel orchestrated a series of 

bankruptcy filings and notices of removal of the state court action to the 

bankruptcy court that halted the state court action on several occasions.  The 
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District Court found that the sole purpose of the bankruptcy filings was to 

delay prosecution of the state court claims; and, imposed sanctions on the 

defendant, citing, among other things, its inherent sanctioning authority.  

After finding that reasonable costs and attorneys’ fees totaled $5,548.50, the 

court doubled the costs and attorneys’ fees as a deterrent to future 

misconduct (as the District Court in the instant case did).  280 B.R. at 490-

91. 

 In holding that the court’s inherent sanctioning authority would not 

permit such an award, this Court stated: 

It is apparent from Chambers that "inherent authority" will not 
suffice to support such a "penalty" in this instance. The award 
in Chambers was purely compensatory. The context of the 
Chambers rationale is that "inherent power" is not a 
manifestation of contempt power and may be determined 
without resort to contempt proceedings so long as the sanctions 
are compensatory. Id., 501 U.S. at 42-51. By implication, a 
penalty is not authorized as part of "inherent power" 
sanctioning authority and, if imposed as part of the court's 
"inherent power," must be done by way of contempt 
proceedings.  

280 B.R. at 497-98 (emphasis added).  Accord In re Dyer, 322 F.3d 1178, 

1197 (9th Cir. 2003). 

 The holding in DeVille could not possibly be more on point.  In the 

instant case, the District Court awarded attorneys’ fees and costs of 

$40,659.86.  In the District Court’s own words, “[a]s a punitive measure, the 
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Court doubles this award, yielding $81,319.72.”  (ER28.)  This is precisely 

the same conduct that was expressly prohibited in DeVille. 

  Under the holdings in DeVille and Dyer, the District Court clearly 

exceeded its inherent sanctioning authority by doubling the award of 

compensatory costs and attorneys’ fees.  Before doubling the award, it was 

incumbent upon the District Court to conduct criminal contempt 

proceedings, under which Appellants would have been entitled to all of the 

constitutional protections inherent in a criminal proceeding.   

III. THE PROCEDURE USED BY THE DISTRICT COURT TO 
IMPOSE SANCTIONS VIOLATED PROCEDURAL DUE 
PROCESS REQUIREMENTS. 

 The portion of this Court’s decision in DeVille quoted above 

specifically holds that a District Court may impose punitive sanctions only 

by conducting contempt proceedings.  280 B.R. at 497-98.  While the 

District Court did not characterize its two hearings (March 11, 2013 and 

April 2, 2013) as contempt proceedings, the type of sanctions imposed by 

the District Court could only be imposed through a criminal contempt 

proceeding. 

 Therefore, the key question is whether the District Court’s procedures 

complied with requirements of procedural due process mandated in a 

criminal contempt proceeding.  As discussed below, the particular type of 
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criminal contempt proceeding required in order to impose the punitive 

sanctions contained in the Sanctions Order was an indirect criminal 

contempt proceeding.  The case law is crystal clear that the District Court’s 

procedures systematically violated no fewer than four safeguards mandated 

by procedural due process:  the right to invoke the Fifth Amendment without 

incurring negative inferences; the right to an independent, impartial 

prosecutor; the right to cross-examine witnesses; and, the right to call 

witnesses and put on a defense. 

A. The Sanctions Imposed by the District Court Required a 
Proceeding for an Indirect Criminal Contempt. 

 Federal case law distinguishes between civil and criminal contempt 

proceedings.  Int’l Union, United Mine Workers of America v. Bagwell, 512 

U.S. 821, 826–30 (1994).  Within the category of criminal contempt 

proceedings, the case law recognizes a distinction between contemptuous 

conduct that occurs in the court’s presence (direct contempt) and 

contemptuous conduct that occurs outside of the court’s presence (indirect 

contempt).  Id., 512 U.S. at 826, n.2.  Both Supreme Court case law and the 

prior precedents of this Court require that a party accused of an indirect 

criminal conduct be accorded the procedural due process rights required in 

criminal actions.  See, e.g., F.J. Hanshaw Enters. v. Emerald River Dev., 

Inc., 244 F.3d 1128, 1139 (9th Cir. 2001). 
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1. The sanctions imposed by the District Court 
required criminal contempt proceedings. 

 The prior decisions of this Court have provided a bright-line test to be 

used in determining whether the sanctions imposed by a court are civil or 

criminal.  A District Court’s characterization of a contempt proceeding as 

civil or criminal is not dispositive.  In re Rumaker, 646 F.2d 870, 871 (5th 

Cir. 1980).  The distinction between a civil contempt and a criminal 

contempt lies in the purpose underlying the sanction.  Koninklijke Philips 

Elecs., N.V. v. KXD Tech., Inc., 539 F.3d 1039, 1041-42 (9th Cir. 2008).   

 The purpose of civil contempt is to coerce the contemnor into 

compliance with an existing court order, or to compensate a party for the 

contemnor’s improper conduct.  United States v. Armstrong, 781 F.2d 700, 

703 (9th Cir. 1986).  The purpose of a criminal contempt is to punish.  Id.  

Where the sanctions imposed are quasi-remedial and quasi-criminal, the 

sanction is treated as a criminal sanction.  Union Tool Co. v. Wilson, 259 

U.S. 107, 110 (1922); In re Rumaker, 646 F.2d at 872. 

 In the case of monetary sanctions, this Court has held that the sanction 

is civil if the amount of the sanction is calculated to be compensatory or it is 

intended to coerce compliance with a directive of the court.  In general, civil 

coercive sanctions can be avoided by complying with the court’s directive.  

As this Court stated in In re Dyer:  
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We recently explained the difference between civil sanctions 
and criminal sanctions: Civil penalties must either be 
compensatory or designed to coerce compliance. . . .  In 
contrast, "a flat unconditional fine totaling even as little as $50" 
could be criminal "if the contemnor has no subsequent 
opportunity to reduce or avoid the fine through compliance," 
and the fine is not compensatory.  Id. at 1138 (citation omitted).  

322 F.3d at 1192.  Accord  F.J. Hanshaw Enters., Inc. v. Emerald River 

Dev., Inc., 244 F.3d at 1137-38; Int’l Union, United Mine Workers of 

America v. Bagwell, 512 U.S. at 829. 

 Similarly, in the case of incarceration, the sanction is civil only if the 

contemnor can secure release by compliance with a required behavior.  

Hicks v. Feiock, 485 U.S. 624, 646 (1988).  Where, however, the 

punishment is for a definite period of time, the contempt is regarded as 

criminal.  Id. 

 In its Sanctions Order, the District Court characterized the 

proceedings under which it imposed sanctions as a civil proceeding.  (ER21, 

n.3.)  However, that characterization squarely, and unambiguously, 

contradicts the principles quoted above from Dyer, Hanshaw, Hicks and 

United Mine Workers. 

 At the time that the District Court issued its Sanctions Order on May 

6, 2013 (ER19-ER29), each of the five consolidated cases had been 

voluntarily dismissed.  (ER153-ER166.)  There was no possibility that the 
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sanctions either threatened or imposed by the District Court were intended to 

coerce compliance with any court directive.  Thus, when the District Court 

threatened incarceration in its Show-Cause Order (ER10 & ER11), there was 

nothing that any of the individual Appellants could do to secure their release 

through compliance with a court directive.  Similarly, there was nothing that 

any of the Appellants could do to avoid a monetary sanction threatened in 

the Show-Cause Order.  (Id.) 

 Further, the Sanctions Order clearly states that it was set at 200% of 

the amount needed to compensate the Plaintiff.  (ER28.)  In effect, the 

sanction was “a flat unconditional fine”, which has been held to constitute a 

criminal sanction.  F.J. Hanshaw Enters., Inc. v. Emerald River Dev., Inc., 

244 F.3d at 1137-38; In re:  DeVille, 280 B.R. at 497-98. 

 It is clear from both the context in which these sanctions were 

imposed and from the very characterization of these sanctions in the 

Sanctions Order that the purpose of these sanctions was to punish, rather 

than to compensate or coerce compliance with a court directive.  Under both 

Supreme Court case law and the prior decisions of the Ninth Circuit, these 

sanctions were criminal and could only be imposed after conducting 

criminal contempt proceedings. 
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2. The type of criminal contempt proceedings 
required in this case was a proceeding for an 
indirect criminal contempt.  

 As discussed above, the case law distinguishes between a direct 

criminal contempt, in which the conduct takes place in the presence of the 

court, and an indirect contempt, in which the conduct takes place outside of 

the presence of the court.  Int’l Union, United Mine Workers of America v. 

Bagwell, 512 U.S. at 827.  While direct  criminal contempts can be penalized 

summarily in light of the court's substantial interest in maintaining order, 

greater procedural protections are afforded regarding sanctions for indirect 

contempts.   Id. at 833.   

 The contempt alleged in the instant case is, of necessity, an indirect 

criminal contempt.  The Appellants were not parties, and had never appeared 

before the District Court in any of the consolidated cases.  (ER35, ER56, 

ER74, ER92 & ER113.)  Thus, it is impossible that the alleged offending 

conduct could have occurred in the presence of the District Court. 

B. The Procedures Implemented by the District Court Violated 
Procedural Due Process Requirements.  

 Criminal contempt is a crime in the ordinary sense.  Bloom v. Illinois, 

391 U.S. 194, 201 (1968); and, criminal penalties may not be imposed on 

someone who has not been afforded the protections that the Constitution 

requires of such criminal proceedings. Hicks v. Feiock, 485 U.S. at 632. 
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 In F.J. Hanshaw Enters. v. Emerald River Dev., Inc., 244 F.3d at 

1139, this Court delineated the specific procedural rights inuring to a person 

or entity accused of an indirect criminal contempt, stating: 

. . . . .  An individual charged with an indirect criminal 
contempt is entitled to the right to be advised of the charges, 
Young, 481 U.S. at 794; the right to a disinterested prosecutor, 
id. at 808; the right to assistance of counsel, Cooke v. United 
States, 267 U.S. 517, 537, 69 L. Ed. 767, 45 S. Ct. 390 (1925); 
a presumption of innocence, Gompers v. Bucks Stove & Range 
Co., 221 U.S. 418, 444, 55 L. Ed. 797, 31 S. Ct. 492 (1911); 
proof beyond a reasonable doubt, id.; the privilege against self-
incrimination, id.; the right to cross-examine witnesses, Davis 
v. Alaska, 415 U.S. 308, 315-16, 39 L. Ed. 2d 347, 94 S. Ct. 
1105 (1974); the opportunity to present a defense and call 
witnesses, Cooke, 267 U.S. at 537; and the right to a jury trial if 
the fine or sentence imposed will be serious, Bagwell, 512 U.S. 
at 837 n.5.   

 We hold that when a court uses its inherent powers to 
impose sanctions that are criminal in nature, it must provide the 
same due process protections that would be available in a 
criminal contempt proceeding. 

 A review of the record on appeal demonstrates that the District Court 

erroneously concluded that its sanctions and proceedings were civil in 

nature, and, therefore, made no attempt to provide Appellants with any of 

the required criminal procedural safeguards described in Hanshaw.   
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1. The District Court’s procedures violated 
procedural due process by drawing adverse 
inferences from the invocation of Fifth 
Amendment rights by the individual 
Appellants. 

 The District Court made clear, both at the April 2 Hearing and in its 

Sanctions Order, that its findings were based in part on adverse inferences 

that it drew from the invocation of Fifth Amendment rights by the individual 

Appellants.   

 At the April 2, 2013 hearing, the District Court stated,  

I want to know if some of my conjecture is accurate. The only 
way I can find out is to have the principles [sic] here and 
answer those questions.  

 Now, if you say he will not answer those questions, then 
I will draw whatever inferences I think are reasonable from the 
facts as I know them. 

 (ER313 & ER314.)  

 Further, the Sanctions Order makes clear that the District Court made 

good on its threat, stating: 

Based on the evidence presented on the papers and through 
sworn testimony, the Court finds the following facts, including 
those based on adverse inferences drawn from Steele, 
Hansmeier, Duffy, and Van Den Hemel’s blanket refusal to 
testify. 

(ER21, emphasis added.)  As justification for its inferences, the District 

Court further explained: 
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Even if their refusal was based on the Fifth Amendment 
privilege against self-incrimination, the Court still may draw 
adverse inferences against them in this civil proceeding.  Baxter 
v. Palmigiano, 425 U.S. 308, 318 (1976).  

(ER21, n.3.) 

  The Supreme Court has made abundantly clear, on numerous 

occasions, that, in a criminal proceeding, a trier of fact is prohibited from 

drawing an inference of guilt from a defendant’s invocation of his Fifth 

Amendment rights.  Griffin v. California, 380 U.S. 609, 615 (1965).  As the 

Court stated in Ullmann v. United States, 350 U.S. 422, 426 (1956):   

Too many, even those who should be better advised, view this 
privilege as a shelter for wrongdoers. They too readily assume 
that those who invoke it are either guilty of crime or commit 
perjury in claiming the privilege. 

Rather, “[t]he privilege serves to protect the innocent who otherwise might 

be ensnared by ambiguous circumstances.”  Slochower v. Board of Higher 

Education, 350 U.S. 551, 557-58 (1956); accord Griffin, 380 U.S. at 613. 

 The District Court attempted to justify its right to draw adverse 

inferences from the individual Appellants’ invocation of Fifth Amendment 

rights by characterizing the sanctions proceedings as a civil proceeding.  

(ER21, n.3.)  Indeed, the case upon which the District Court relied, Baxter v. 

Palmigiano, 425 U.S. 308 (1976), was a civil proceeding.  However, as 

discussed in detail above, the sanctions imposed by the District Court could 
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only be imposed through a criminal contempt proceeding, in which the 

District Court is precluded from drawing adverse inferences based on the 

invocation of Fifth Amendment rights.    

2. The District Court’s procedures violated 
procedural due process requirements by 
appointing a prosecutor who was not impartial. 

 A second major constitutional flaw in the procedures implemented by 

the District Court was its failure to appoint a disinterested prosecutor.  In 

Young v. United States ex rel. Vuitton Et Fils S.A., 481 U.S. 787, 812 (1987), 

the Court characterize this particular deficiency as “an error whose effects 

are pervasive. Such an appointment calls into question, and therefore 

requires scrutiny of, the conduct of an entire prosecution, rather than simply 

a discrete prosecutorial decision.”  Indeed, this breach of constitutional 

rights is so major that the Court went on to hold that it cannot constitute 

harmless error.  Id. at 813-14.  

 There is absolutely no question that the District Court violated this 

requirement by appointing Defendant’s counsel, Pietz, as the de facto 

prosecutor.  In its February 7, 2013 Show-Cause Order, the District Court 

“invite[d]” Pietz “to present evidence concerning the conduct outlined in this 

order.”  (ER10.)  With the sole exception of Gibbs, whom Pietz cross-

examined, Pietz played the role of prosecutor, deciding on the witnesses who 
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testified, selecting the documents to be presented to the District Court and 

presenting oral argument in favor of sanctions.  (ER213-ER260 & ER292-

ER300.) 

 Pietz was also invited by the District Court to appear at the April 2 

Hearing against Appellants.  (ER18.)  There, Pietz took his place with his 

co-counsel at the prosecutor’s table, with several boxes of documents ready 

to levy against the Appellant.  (ER307 & ER309.) 

 After the March 11 and April 2 Hearings, the District Court granted 

Pietz leave to file post-hearing submissions against Appellants.  (E.g., 

ER629 & ER630.)  Ultimately, the vast majority of the District Court’s 

award of attorneys’ fees to Pietz was attributable to the extensive 

prosecutorial work he performed after the underlying copyright infringement 

action had been dismissed.  (See ER331-ER336.)  

 The standard for determining whether a prosecutor is disinterested 

was established in Young v. United States, supra, in which the Supreme 

Court held that “counsel for a party that is the beneficiary of a court order 

may not be appointed to undertake contempt prosecutions for alleged 

violations of that order.”  481 U.S. at 790, 809.  “[S]uch an attorney is 

required by the very standards of the profession to serve two masters.”  Id. at 

814.  
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 Under this standard, Pietz is the antithesis of a disinterested 

prosecutor.  Pietz’s John Doe client was a direct beneficiary of the District 

Court’s orders vacating early discovery in the consolidated cases.  The 

termination of early discovery rendered it impossible to ascertain the identity 

of Pietz’s client, necessitating dismissal of Case No. 8333 and the other 

consolidated cases.  Further, the alleged violation of the early discovery 

orders in the consolidated cases was one of the District Court’s bases for 

finding sanctionable conduct.  (ER26.)  Under the Supreme Court’s standard 

in Young v. United States, Pietz was, by definition, “counsel for a party that 

is a beneficiary of a [allegedly violated] court order.” 

 Further, a simple review of Pietz’s website, “pietzlawfirm.com” 

reveals many statements and links that are inconsistent with any contention 

that he was a disinterested prosecutor.  As an example, regarding the 

litigation involving Ingenuity 13, Pietz provided the following solicitation 

on his website: 

 This summer, Prenda Law, Inc. and its attorneys John 
Steele and Brett Gibbs have been busy filing lawsuits in 
California on behalf of Ingenuity 13, LLC.  Ingenuity 13 is the 
latest plaintiff that Prenda is using to orchestrate its national 
campaign to coerce copyright “settlements” from ISP 
subscribers who may or may not have actually downloaded any 
of plaintiff’s movies…. If you have received a letter from your 
ISP regarding an Ingenuity 13 subpoenas, or if you have been 
contacted by an Ingenuity 13 representative directly, please 
contact The Pietz Law Firm. 
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(ER376A & ER376B.) 

 The District Court’s appointment of Pietz as the prosecutor in what, of 

necessity, was (or should have been) a criminal contempt proceeding was a 

direct violation of procedural due process. 

3. The District Court’s procedures violated 
procedural due process requirements by 
denying Appellants the ability to cross-examine 
witnesses. 

 In Davis v. Alaska, 415 U.S. 308, 315-16 (1974), the United States 

Supreme Court held that the Sixth Amendment requires that defendants in a 

criminal action be allowed to cross-examine opposing witnesses.  In 

explaining the importance of this right, the Court, quoting Douglas v. 

Alabama, 380 U.S. 415, 418 (1965), stated:  “Our cases construing the 

[confrontation] clause hold that a primary interest secured by it is the right of 

cross-examination."  In F.J. Hanshaw Enters. v. Emerald River Dev., Inc., 

244 F.3d at 1139, this Court confirmed that the right of cross-examination 

extends to indirect criminal contempt proceedings. 

 As discussed above, the District Court in this matter conducted two 

hearings, the March 11 and April 2 Hearings.  (Supra at 16-19 & 20-21.)  

The District Court only allowed testimony at the earlier hearing.  (Id.)  

While Appellants were represented by counsel at the March 11 Hearing, an 

examination of the transcript of that hearing demonstrates that the District 
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Court did not permit Appellants’ counsel to participate, much less conduct 

cross-examination of the witnesses hand-picked by Pietz or of Appellants’ 

principal accuser, Gibbs.  (ER192–ER194.) 

 The effect of denying Appellants the right to cross-examine witnesses 

is particularly pernicious in this case.  None of the individual Appellants 

appeared as counsel or parties in any of the consolidated cases.  Every one of 

the three categories of sanctionable conduct identified by the District Court 

(ER24-ER26) was performed directly by Plaintiffs’ attorney of record, 

Gibbs.  The only nexus between Appellants and the sanctioned conduct was 

Gibbs’ exculpatory (and inaccurate) testimony that his conduct was directed 

by Steele and Hansmeier.  (ER183; ER261 – ER267.)   

 The weakness and implausibility of Gibbs’ attempt to extricate 

himself from his own conduct is demonstrated by the fact that, while filing 

the consolidated cases as Of-Counsel to Prenda Law, he affirmatively 

represented that the two persons whom he accuses of directing his conduct 

had no any ownership interest in the law firm.  (ER183.)  Gibbs fails to 

explain how, as Of Counsel for Prenda Law and the attorney of record in 

each of the consolidated cases, he was answerable to two individuals who 

have no ownership interest in the law firm.  Perhaps even more to the point, 

Gibbs made no claim whatsoever that the third individual Appellant, Duffy, 
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performed any supervision at all over Gibbs in the consolidated cases, or at 

any other time.  (ER264.)   

 Certainly, if Appellants were to be, in effect, convicted of criminal 

contempt on the basis of Gibbs’ testimony, they had a right to challenge that 

testimony by cross-examining Gibbs.  Failure to accord Appellants that right 

was clear error.  Douglas v. Alabama, supra. 

 Moreover, it was also critical that Appellants’ counsel be given the 

right to cross-examine Alan Cooper (ER208-ER223), whose testimony was 

the sole basis for the District Court’s conclusion that Appellants and others 

had perpetrated a fraud on the Court by submitting acceptances of copyright 

assignments containing Cooper’s forged signature.  (Id.)  Appellants should 

have been given the opportunity to examine Cooper with respect to his 

involvement with Ingenuity 13 and AF Holdings and whether the individual 

Appellants had any involvement whatsoever with respect to the allegedly 

forged assignment-acceptances. 

 In this case, the District Court’s imposition of punitive (and thereby 

criminal) sanctions against Appellants without allowing the right of cross-

examination is precisely what both the United States Supreme Court and the 

prior decisions of this Court have forbidden.  Pointer v. Texas, 380 U.S. 400, 

404 (1965); F.J. Hanshaw Enters. v. Emerald River Dev., Inc., supra.   
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4. The District Court’s procedures violated 
procedural due process requirements by 
denying Appellants the ability to present a 
defense and call witnesses. 

 In addition to preventing Appellants from cross-examining witnesses, 

the District Court’s procedures also prevented Appellants’ counsel from 

calling witnesses and putting on a defense.  The three individual Appellants 

were present at the April 2 Hearing.  (ER309 & ER310.)  As emphasized 

above, upon learning that each of these individuals were invoking their 

rights under the Fifth Amendment, the District Court abruptly terminated the 

hearing and refused to hear further argument from Appellants’ counsel.  

(ER311-ER318.)   

 The termination of the hearing effectively cut-off Appellants’ ability 

to present testimony from other witnesses.  This was particularly important 

because Mark Lutz, whom Gibbs had identified as the chief executive 

officer of both Ingenuity 13 and AF Holdings (ER184), was present at the 

April 2 Hearing pursuant to the District Court’s amended Show-Cause 

Order.  (ER17.)  Indeed, Lutz was identified to the District Court as being 

present at that hearing.  (ER310.)   

 Lutz was in a position to explain the ownership of Ingenuity 13 and 

AF Holdings and (contrary to the District Court’s findings (ER22)) to 

demonstrate that none of the individual Appellants had an ownership interest 
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in, or control of, either entity.  That definitive proof would have conclusively 

established that the District Court’s inherent sanctioning authority did not 

extend to the individual Appellants. 

 The opportunity to present a defense and call witnesses has long been 

held to be a fundamental requirement of procedural due process in 

connection with indirect criminal contempt proceedings (Cooke v. United 

States, 267 U.S. 517, 537 (1925)) and has been explicitly endorsed by this 

Court.  F.J. Hanshaw Enters. v. Emerald River Dev., Inc., 244 F.3d at 1139.  

As with the denial of cross-examination, the District Court’s denial of 

Appellants’ right to present a defense by its sudden termination of the April 

2 Hearing constitutes error. 

IV. THE DISTRICT COURT COMMITTED CLEAR ERROR IN 
ALLOWING DEFENDANT TO RECOVER ATTORNEYS’ 
FEES INCURRED IN PURSUING POST-DISMISSAL 
SANCTIONS AND IN REQUIRING APPELLANTS TO POST 
SUPERSEDEAS BONDS THAT, AMONG OTHER THINGS, 
INSURED DEFENDANT’S ABILITY TO RECOVER 
ATTORNEYS’ FEES INCURRED IN DEFENDING THESE 
SANCTIONS ON APPEAL. 

 Of the $40,659.86 in costs and attorneys’ fees awarded by the District 

Court, $21,090 was expended in connection with the post-dismissal 

sanctions hearings mandated by the District Court.  (ER331-ER336.)  Under 

this Court’s decision in Orange Blossom Limited Partnership v. Southern 

California Sunbelt Developers, Inc., 608 F.3d 456, 466-67 (9th Cir. 2010), a 
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monetary sanction issued pursuant to a District Court’s inherent sanctioning 

authority cannot include attorneys’ fees incurred in pursuing those sanctions.  

Thus, the District Court’s inclusion of such attorneys’ fees in its sanctions 

award was clearly erroneous. 

 In Lockary v. Kayfetz, 974 F.2d 1166, 1177-78 (9th Cir. 1992), this 

Court held the attorneys’ fees generated by counsel in pursuing sanctions 

issued pursuant to both Fed. Rule Civ. Pro. 11 and the District Court’s 

inherent sanctioning authority are not properly included in the sanctions 

award.  While Rule 11 was subsequently amended to allow such attorneys’ 

fees 6 , in Orange Blossom Limited Partnership v. Southern California 

Sunbelt Developers, Inc., 608 F.3d at 466-67 (9th Cir. 2010), this Court 

reiterated that sanctions issued pursuant to a court’s inherent sanctioning 

authority cannot include attorneys’ fees incurred in pursuing such sanctions. 

 The decision in Orange Blossom Limited Partnership is directly on 

point.  In that case, 13 entities filed involuntary bankruptcy petitions against 

two alleged debtors.  After the petitions were dismissed, the alleged debtors 
                                                
6 See Margolis v. Ryan, 140 F.3d 850, 854-55 (9th Cir. 1998), confirming 
that the portion of Lockary dealing with Rule 11 sanctions was overruled by 
the 1993 Amendments to Rule 11.  However, in Orange Blossom Limited 
Partnership, this Court stated that Margolis did not overrule Lockary with 
respect to the prohibition against including such attorneys’ fees in sanctions 
issued under the District Court’s inherent authority.  Orange Blossom 
Limited Partnership v. Southern California Sunbelt Developers, Inc., 608 
F.3d at 467, n.6.  
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filed motions against the petitioning creditors for costs, attorney's fees and 

punitive damages under § 303(i) of the Bankruptcy Act, 11 U.S.C. § 303(i).  

The Court found that 11 U.S.C. § 303(i) (like the copyright law involved in 

each of the consolidated cases) is a fee shifting provision that allows 

recovery of attorneys’ fees by the prevailing party.   608 F.3d at 461-63.  

The Court even found that the debtors were entitled to attorneys’ fees 

incurred in pursuing their claims for attorney's fees and damages under § 

303.  Id. at 463-65.  

 However, the Court drew the line at allowing attorneys’ fees incurred 

in pursuing sanctions issued under the court’s inherent authority.  Citing to 

Lockary, this Court held that, while the fee shifting provision allowed 

recovery of attorneys’ fees incurred in the substantive underlying litigation, 

it had no applicability to a post-dismissal motion for sanctions under the 

court’s inherent authority.  608 F.3d at 466-67. 

 The holding in Orange Blossom Limited Partnership is dispositive of 

the issue in this case.  The fee shifting provision of the copyright law permits 

the prevailing party to recover attorneys’ fees incurred in pursuing or 

defending the copyright claim.  However, under Orange Blossom Limited 

Partnership, that provision is wholly inapplicable to attorneys’ fees incurred 

Case: 13-55859     11/18/2013          ID: 8865603     DktEntry: 17-1     Page: 64 of 75 (64 of 701)



 56 

in pursuing post-dismissal sanctions imposed under the court’s inherent 

authority. 

 A moment’s reflection reveals the practical rationale for the decision 

in Orange Blossom Limited Partnership.  If a fee-shifting provision 

permitted the prevailing party in the substantive phase of the case to recover 

attorneys’ fees in both the substantive litigation and in subsequent sanctions 

motions, the prevailing party would have every incentive to file a sanctions 

motion regardless of the merits.  Under such an illogical procedure, a party 

that succeeded in defeating a sanctions motion would, nonetheless, be 

responsible for the attorneys’ fees incurred by the party that filed the 

meritless motion.  Such a rule would encourage sanctions motions in 

virtually every case involving a fee-shifting provision.   

 The District Court committed further error by holding that Defendant 

was entitled to recover attorneys’ fees incurred in defending these sanctions 

on appeal and requiring Appellants to post a second supersedeas bond 

sufficient to cover those projected attorneys’ fees.  (ER33.)  Citing to 

Azizian v. Federated Dep't Stores, Inc., 499 F.3d 950 (9th Cir. 2007), the 

District Court reasoned that the fee-shifting provision of the Copyright Act, 

17 U.S.C. § 505, extended to attorneys’ fees incurred by a party seeking 

sanctions.  (Id.) 
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 Even ignoring the fact that Azizian was not a copyright case, it has 

nothing to do with Defendant’s right to recover attorneys’ fees on this 

appeal.  The issue regarding this appeal is whether the fee-shifting provision 

in the Copyright Act, 17 U.S.C. § 505, applies to attorneys’ fees incurred in 

pursuing sanctions or defending sanctions on appeal.  That issue was not 

addressed in Azizian.  It was, however, addressed in both Lockary v. Kayfetz, 

supra, and in Orange Blossom Limited Partnership. 

 As discussed above, Orange Blossom Limited Partnership definitively 

holds that a fee-shifting provision does not allow a prevailing party in the 

substantive phase of a case to also recover attorneys’ fees incurred in 

pursuing sanctions.  That holding would bar Defendant’s recovery of 

attorneys’ fees incurred in pursuing sanctions before both the District Court 

and before this Court. 

 However, in Lockary, this Court discussed an additional reason why 

Defendant cannot recover attorneys’ fees incurred in this appeal.  In that 

case, this Court held that attorney’s fees incurred in defending a sanctions 

award on appeal are not directly caused by the conduct of the sanctioned 

party, but rather, by the District Court’s sanction.  Quoting the United States 

Supreme Court’s decision in Cooter & Gell v. Hartmarx Corp., 496 U.S. 

384, 407 (1990), this Court stated:  
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If the district court imposes Rule 11 sanctions on the plaintiff, 
and the plaintiff appeals, the expenses incurred in defending the 
award on appeal are directly caused by the district court's 
sanction and the appeal of that sanction, not by the plaintiff's 
initial filing in district court.  

974 F.2d at 1178.  This holding was reaffirmed in Orange Blossom Limited 

Partnership, 608 F.3d at 466-67.  Thus, under no circumstances would 

Defendant be permitted to recover attorneys’ fees incurred in this appeal.  

Accordingly, the District Court’s Bond Order was clearly erroneous. 

V. IF THIS COURT DECIDES THAT IT IS APPROPRIATE TO 
REMAND THIS CASE FOR FURTHER PROCEEDINGS, 
APPELLANTS RESPECTFULLY ASK THAT THE CASE BE 
TRANSFERRED TO A DIFFERENT DISTRICT COURT 
JUDGE. 

 In the event that this Court remands this case to the District Court, 

Appellants very respectfully ask the Court to remand the case with 

instructions that it be transferred to a different District Court Judge.  In 

making this request, Appellants are aware that, under this Court’s prior 

precedents, a case is remanded to a different judge “only in unusual 

circumstances or when required to preserve the interests of justice."  United 

States v. Wolf Child, 699 F.3d 1082, 1102 (9th Cir. 2012). 

 However, with total respect for Judge Wright, and without any intent 

to question his motives or integrity, the outward appearances of bias in this 

case are very similar to those in this Court’s very recent decision in Inst. of 
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Cetacean Research v. Sea Shepherd Conservation Soc'y, 725 F.3d 940, 947-

48 (9th Cir. 2013), in which this Court remanded with instructions that the 

case be transferred to a different District Court Judge. 

 In Cetacean Research, after reversing the District Court’s denial of a 

preliminary injunction, this Court remanded the case with instructions that it 

be reassigned to a different District Court Judge, stating: 

Panels have broad discretion to reassign cases on remand when 
they feel justice or its appearance requires it.  The district judge 
has expressed strong and erroneous views on the merits of this 
high profile case. Without ourselves reaching any 
determination as to his ability to proceed impartially or 
impugning his integrity, to preserve the appearance of justice, 
we conclude reassignment is appropriate.  The appearance of 
justice would be served if the case were transferred to another 
district judge, drawn at random, and we so order in accordance 
with the standing orders of the Western District of Washington.  

  (725 F.3d 940, 947-48, citations omitted.)   

 There are strong parallels between the instant case and Cetacean 

Research.  The instant case, like Cetacean Research, has been well-

publicized.  Moreover, the District Court Judge has expressed very strong, 

negative views about the Appellants, particularly the three individual 

Appellants.   

 One day after Case No. 8333 was assigned to him, Judge Wright 

expressed extreme negative views on the merits of litigation designed to 

enforce copyrights for adult films, characterizing Ingenuity 13’s effort to 
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enforce its copyright as a “legal shakedown” and stating that it was his “duty 

to protect the innocent citizens of this district . . . even though a copyright 

holder’s rights may be infringed by a few deviants.”  (ER147.)  It should be 

emphasized that this statement was made months before the District Court 

had even commenced its sanctions investigation. 

 In addition, the District Court has described the three as “attorneys 

with shattered law practices”.  (ER21.)  Without any investigation into the 

merits of the copyright infringement claims, the District Court has 

characterized the consolidated lawsuits as a use of the copyright law to 

compensate “starving attorneys in this electronic-media era to plunder the 

citizenry”. (ER20.)  The Court’s overt animosity toward the three attorneys, 

who have never appeared in any of the cases before Judge Wright, was 

graphically highlighted in the District Court’s assertion that the individual 

Appellants “suffered from a form of moral turpitude unbecoming of an 

officer of the court” (ER28); and, has even speculated that Appellants will 

hide assets to avoid paying sanctions (ER27). 

 The District Court’s apparent naked hostility toward Appellants is 

further demonstrated in the breadth of sanctions imposed.  In addition to 

imposing “punitive” monetary sanctions (ER28), the District Court has 

stated that it intends to notify the local and federal bars in which the 
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individual Appellants practice, refer the matter to the U.S. Attorney for the 

Central District of California, contact the Criminal Division of the Internal 

Revenue Service and notify all of the judges before whom these attorneys 

have pending cases.  (ER28 & ER29.)  Moreover, the District Court 

expressed disappointment in its inability to identify justification for 

imposing further sanctions, stating:  “Unfortunately, other than these specific 

instances of fraud, the Court cannot make more detailed findings of fraud.”  

(ER26.)  Indeed, the vast majority of the Sanctions Order is devoted to the 

District Court’s open objections of using the copyright laws to protect 

Ingenuity 13 and AF Holdings’ rights in adult films, which are wholly 

unrelated to the three categories of conduct that were identified as 

sanctionable.  (ER19-ER29.)  

 Finally, if the District Court’s Sanctions Order is taken at its word, the 

monetary sanctions were set to discourage Appellants from appealing the 

Sanctions Order.  The District Court specifically stated that its monetary 

sanctions were “calculated to be just below the cost of an effective appeal.”  

(ER28, n.5.)  

 Thus, in the event that this Court deems a remand of this case for 

further proceedings to be necessary, the above-cited examples of hostility, 

coupled with procedural defects in the process used below, give at least the 
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appearance that Appellants will not receive an impartial hearing on remand 

and argue strongly for reassignment to a different District Court Judge.  

CONCLUSION 

 As discussed in detail above, the District Court committed reversible 

error by:  extending its inherent sanctioning authority to individuals who 

were not subject to that authority; imposing criminal sanctions without 

affording Appellants the protections required by procedural due process in 

criminal cases; improperly calculating the monetary sanctions imposed by 

including attorneys’ fees incurred in pursuing such sanctions; and, 

committing further error by requiring Appellants to procure supersedeas 

bonds that, among other costs, were calculated to reimburse Defendant for 

attorneys’ fees incurred in defending these sanctions on appeal. 

 For each of these reasons, Appellants respectfully ask this Court to 

vacate the District Court’s Sanctions Order, entered on May 6, 2013, and its 

Bond Order, entered on June 11, 2013.   
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 Alternatively, if this Court determines that any further proceedings are 

necessary, due to the appearance of bias suggested by the District Court’s 

strong, and often gratuitous, statements in its various Orders and at the two 

hearings conducted, Appellants respectfully ask that this case be reassigned 

to a different District Court Judge. 

Dated:  November 18, 2013 Respectfully submitted, 

     VOELKER LITIGATION GROUP 
     Daniel J. Voelker, Esq. 
 
 
     By:  /s/Daniel J. Voelker______________ 
     Daniel J. Voelker 
     Attorney for Appellants:  Ingenuity 13,  
     LLC;  AF Holdings, LLC; Prenda Law, Inc.;  
     Paul Duffy, Esq.; Paul Hansmeier, Esq.; and  
     John Steele, Esq.  
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STATEMENT OF RELATED CASES 

 Pursuant to Circuit Rule 28-2.6, there are no known pending cases in 

this Court which Appellants deem related to the cases that have been 

consolidated in this appeal. 

Dated:  November 18, 2013 Respectfully submitted, 

     VOELKER LITIGATION GROUP 
     Daniel J. Voelker, Esq. 
 
 
     By:  /s/Daniel J. Voelker______________ 
     Daniel J. Voelker 
     Attorney for Appellants:  Ingenuity 13,  
     LLC;  AF Holdings, LLC; Prenda Law, Inc.;  
     Paul Duffy, Esq.; Paul Hansmeier, Esq.; and  
     John Steele, Esq.  
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