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UNITED STATES DISTRICT

5
DISTRICT OF NEVADA

6

7 Righthaven, LLC Case No. : 2: l 1-cv-0071 7-ECR -PAL

8 pjaintiff

9 DEFENDANT'S M O TIO N TO DISM ISSVS
. .W ITH PREJUDICE FoR FA tI-IJRE To

10 Law M ed consulting LLc
, 
The Law M ed SERVE THE COM PLAIN T W ILLFUL

oecEeerlox ANo FAICIJRE ToBlog
, and Greg stocfs cova v wl'ré A Jvmcnl

w ORDER11

1 2 oesndants

1 3

14 DEFENDANT'S M OTION TO DISM ISS W ITH PREJUDICE FOR FAILURE TO
SERVE TH E COM -PLAIN T. W ILLFUL DECEPTIONN AND FAILURE TO COM TLY

15 W ITH A JUDICIA L O RDER

1 6 . 'Gregory Stocks
, pro se and sole Defendant in the above entitled action, Gles this motion

l 7 to dismiss the complaint with prejudice and in support alleges:
l 8 1

. There ls only one defendant in this case.
1 9 L

aw M ed Consulting LLC is a forfeited M aryland Lim ited Liability Company, as the
20 'Pl

aintiff itself notes in their complaint, which was owned entirely by Gregory Stocks. The Law

21 i t a legal entity
. It is the name of the blog Iocated at http://lawmedconsultant.comMed Blog s no

22 h f-content Righthaven alleges violated a copyright. Gregory Stocks is the sole ownerw ose use o
23 .--

and operator of this domain name.

24 H
. Plaintiff has failed to sea e the com plaint.

25 p. deral Rule of-civil procedure 4 (m) nme Limit
-for sennice provides: t'It-a derendant ise

26 not served within 1 20 days aûer the complaint is filed, the court -  on motion or on its own aûer
27 i to the plaintiff 

-  must dismiss the action without prejudice''.not ce
28 .

1
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1 The complaint was Gled on May 5, 201 1 . (DK #1) Service was required by September 2,

2 2Ol 1 . Plaintiff Gled a summons for each named defendant with. the Clerk of the Court at the time

3 the complaint was tiled and each contained the correct address of Greuorv Stocks and

4 Righthaven recoqnized Stocks to be the individual who should acceot service for each. Plaintiff

5 has made no effbrt to serve the complaint on any of the named Defendants. The Plaintiff has no

6 good cause fbr not serving the complaint. The Court must dismiss this action.

7 ITI. Righthaven should be sanctioned to include a dismissal with prejudice.

8 Righthaven has made multiple, willful and material m isrepresentations to the Federal

9 District Court of Nevada. W hen previously sanctioned for doing so and ordered to undertake

10 remedial actions Righthaven elected to again deceive the Court and intentionally failed to

1 l comply with the Court's Sanction Order. Defendant asks this honorable Court to exercise its

12 discretion and authority to further sanction Righthaven in the manner which the Court deems

13 appropriate, and would ask such sanctions include dismissal of this action with prejudice.

14 A. Righthaven has willfully deceived the court again and again. .

1 5 W e need look no farther than the findings of Judge Roger L. Hunt in Righthaven AI,C v.

16 Democratic Underground LLC, Case No. 2: 10-cv-1 356 in this District to expose the initial

1 7 multitude of m isrepresentations made by Righthaven to the Court. Stocks is an lnterested Party

18 in that case. ln his June 14, 20l 1 Order to Show Cause why Righthaven should not be sanctioned .

19 in that case (Democratic l/?lcrgrt//zrll Dkt //1 1 6), Judge Hunt wrote:

20 As shown in the preceding pages, the Court believes that Righthaven has made
m ultiple inaccurate and likely dishonest statem ents to the Court. Here

21 h the couft will only focus on the most factually brazen: Righthaven'sOwever
,

2z failure to disclose Stephens M edia as an interested party in Righthaven's
Certificate of lnterested Parties. (Dk1. //5.) Rule 7. 1-1 of the Local Rules of

23 Practice for the District of N evada requires parties to disclose çtall persons,
associations of persons, firms, partnerships or corporations (including parent24 

,,corporations) which have a direot, pecuniary interest in the outcome of the case.
25 This Local Rule requires greater disclosure than Federal Rule 7. l , which only

requires non-governme'ntal corporate parties to disclose parent corporations or
26 corporations owning more than 10%  of the party's stock. Frankly, if receiving

50% of litigation proceeds minus costs (DId. //79, SAA Section 5) does not create27 
,a pecuniary interest under Local .RuIe 7. 1-1, the Court isn t sure what would.

28

2
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1 M aking this failure more egregious, not only did Righthaven fail to identify
Stephtns M edia as an interested party in this suit, the Court believes that

2 Ri hthaven failed to disclose Stephens M edia as an interested party in any of#
its approximately 200 cases filed in this District. Accordingly. the Court3
orders Righthaven to show cause. in writing. no later than two (2) weeks

4 from the date of this order, w hy it should not be sanctioned for this flagrant
misrepresentation to the Court.5

6 Emphasis added. During the subsequent Show Cause hearing in that case on July 14,

7 Judge Hunt commented as follows (Exhibit & Transcript, Show Cause Hearing pp. 1 6-1 7):

g The Court has the right to accept the representations made by a party through
counsel. And w hen it finds that those representations are not true and,

9 having Iooked at aII this evidence. finds that they are intentionally untrue,
the Court feels that there is a necessitz of and finds that there is an obligationl 0 

,on the Court to sanction Stephens M edia. l ve given a lot of thought as to what
1 ) kind of sanction is required. l appreoiate the fac,t that counse,l has attempted to

rectify the problem that has existed. lt does not change or afrect the Court's
l 2 opinion as to whether or not it was an accident or a m isunderstanding as

opposed to being an intentional -- 1'11 call it failure to disclose. for want of a1 3

stronger term, although l think a stronger term is justified. But as part of the
14 sanction, the Court is going to order that every case Righthaven has in any

jurisdiction in this country must be provided with a copy of this Court's
15 decisien about the agreement

. the one on standing. and that the agreem ent be
disclosed to parties that Righthaven has sued.1 6

17 The Court is also going to order a monetary sanction against Righthaven, itself, in
. the amount of $5,000 and order that Local Rule 7. 1-1 will be properly complied

1 8 ith either retrospectively or prospectively
, in all cajes that are filed byw ,

Righthaven with respect to this agreement.l 9

20 Emphasis added. 0n July 29'h the date which Judge Hunt had set for compliance with his

21 Order for Sanctions, Righthaven tiled a Motion for Extension of Time to comply and for a

22 claritication of the Order citing confusion, overwork, and being too busy. A multitude of issues

23 confused them apparently but we mention only one. Specitically Righthaven asked the court to

24 clarify the following'.

25 6. As of now, counsel still is investigating how to provide non-served parties with
the materials required under the Order. Counsel requests clarification as to

26 hetber ECF Gling of the required materials will constitute compliance with tbeW

Court's Order in this pending matters. (Democratic Undergrolmd Dkt #143 p.4)27
k

28

3
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1 A clearly frustrated Judge Hunt responds in his Order on August 2':d Lllemocratic

2 Undergrolmd Dkt # 1 48):

3 ln this motion, Righthaven requests that the Court clarify its sanctions order and
extend the tim e for Righthaven to comply with the sanctions. The Court has4 
lready granted an extension and will now address the requested clarifications.a

5 Righthaven desires to know: (1) whether simply filing the required
documents in a case where the defendant has not yet been served would be

6 sum cient.. . . .

? i t as Righthaven points out in its motion, when the Court issued the sanctionsF rs ,
g the Court and counsel referred to ttparties,

'' not merely cases. Accordingly, it is
insum cient to merely file the required documents,' Righthaven must produce the

9 documents to the parties in those cases as the Court clearly stated. The reason for
this is simple: the Court is fully aware of Righthaven's practice of Gling suit1 O
against a part'y and then entering settlement negotiations (and frequently

I I settling) without ever selwing the party. The Court concludes that depriving
those parties of the beneflt of the Court's order would be unjust.

1 2

13 Emphasis added
. This Defendant fell into the categofy of pro se not yet served. Judge

14 H unt was quite clear that such a defendant was to be provided with the specific documents he

1 5 identif ed.

16 Righthaven intentionally failed to comply with the Order as it pertains to the Defendants

17 in this case and made no eflbrt whatsoever to provide the documents to your Defendants
. Despite

1 8 this intentional Iack of compliance
, on August 8 Righthaven tiled with the Coull a Notice of .

19 compliance in which Righthaven stated:

20 ttlkighthaven has complied with the July 14th Order as follows: 
. . . (2) it lias sent

copies of the Court's dismissal for Iack of standing, the SAA (the ttagreement'')2 1 
.

and the July l4, 20l 1 OSC hearing transcript to all addresses on file for aII pro
22 se parties appearing in alI currently pending actions involving Stephens

M edia content''
23

Righthaven has not provided copies of the Court's dism issal for lack of standing
,24 . .

the SAA and the July 14a 2O1 l OSC hearing transcript to those parties that are
25 named defendants in pending actions, but for which service of process of the

operative version of the complaint has not been eFectuated. Righthaven,
26 however

, has not deliberately failed to serve or failed to attem pt to serve any
defendant in any pending action. Unfortunately. som e nam ed defendants27
have managed to evade service of process or sim ply cannot be located so that

28 service can be made upon them. Should Righthaven effectuate service on any

4
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1 ' defendant in any pending action that it been able to e/ectuate to date, it will
provide those parties with copies of tlie SAA and the July 14, 201 1 OSC hearing

2 i t ursuant to the July l 4th Ordcr
. (Democratic Underground Dl'/ #154)transcr p p

3
Emphasis added. This representation to the couft by Righthaven was knowingly false and

4
intentionally misleading. Along with the Notice of Compliance Righthaven Gled an Exhibit 1

5
ftluly l4, 2O1 1 Order Compliance Table'' Iisting the parties in question and the address

6
Righthaven alleges to have on file for each. (Democratic Underground Dkt #/.5z8 Your

7
Defendants can be found listed as item 74, with the following notation as the address represented

8
as being on Gle for each of them : ttN o address. Unable to serve complaint to date'' Righthaven

9
lied to the Court claiming they had no address for the named Defendants, and had be l'unable'' to

1 0
selwe the complaint to date, when in fact the addresses in question were clearly found on the ver

.y
11 .

summons Righthaven provided to the Clerk for each Defendant back in M ay, and Righthaven
1 2

had never made any attempt to sel've the complaint on the Defendants. Yet Righthaven went out
1 3

of their way to state ttltighthaven, however, has not deliberately failed to seG e or failed to
1 4

attem pt to serve any defendant in any pending action''. This statement is false on its face.
1 5

Since July 20* of this year alone
, seven Righthaven Iawsuits have been dismissed for

1 6
failure to serve the complaint. At Ieast five others tiled this past M ay are now ripe for such a

1 7
dism issal. Yet ALL have a summons on file with the Clerk for each named defendant. address

1 8
included. Righthaven is tlagrantly and intentionally Iying to the Court. No other reasonable

1 9
conclusion can be drawn. They decided to forego compliance and replace it with a blatant

20
collection of lies, regarding numerous defendant addresses in numerous casesy to the Court.

2 1 '
The motive for this collection of utter fabrications was a self serving Iitigation advantage.

22
Righthaven was confident that no pro se defendant who had not been selwed would be aware of

23
the Order issued by Judge Hunt and thus would not be aware of their non-compliance, so no one

24
would expose their deceit. They also believed that no one else would access the docketed

25
summons, complete with correct and full defendant addresses, in cases where they claimed not t

26
have an address. Since the documents Judge Hunt ordered be provided contained material and

27
damaging probative content to their lawsuits, current and future, Righthaven had a vested interes

28
in not supplying it to non-served defendants whose cases, though dismissed eventually for failure

5
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l to timely serve, might be resurrected under new complaints in the future. Indeed other

2 defendants in 5 additional cases whose service must be completed on the 2nd or 3* of September

3 were also claimed as having no address on Gle, when in fact they also contain a summons with

4 an address for each and every defendant named. (see DK #: in this case). Righthaven is
5 intentionally not selwing ANY case not yet served since their Iack of standing to bling aII of

6 .these suits has now been determined by the Court. That they can represent otherwise to the Court

7 is unconscionable and oflknsive, both to the judioial system and one' s inteltigence. ,

8 When your Defendant Gled his Amdavit (Dkt #8) with this Court on August 1 6, he also

9 served a copy on Righthaven. Despite this direct notice of their failure to comply, Righthaven

10 continues to not have complied, electing instead to ignore notice that defendants in this case wer

l I not provided with Sanction Ordered documents even with confirmation of addresses staring them

l 2 in the face.

1 3 B. Failure to comply with a court order is grounds for dismissal with prejudice.

14 Federal Rule of Civil Procedure 41(b) provides l'if the plaintiff fails to prosecute or to

1 5 comply with these rules or a court order, a defendant may move to dism iss the action or any

16 claim against it. Unless the dismissal order states otherwise, a dismissal under this subdivision

1 7 (b) and any dismissal not under this rule -  except one for lack of jurisdiction, improper venue,

18 or failure to join a party under Rule 19 - operates as an adjudication on the merits''.
1 9 Emphasis added. Righthaven not only failed to comply with the Order of the Court

, but did so

20 knowingly, willfully and with clear intent, even after having caused the Court to clarify with

21 great specificity the requirements of that Order. The Supreme Court has recognized that

22 dismissal t'must be available to the district court in appropriate cases
, not m erely to penalize

23 those whose conduct may be deemed to warrant such a sanction
, but to deter those who might be

24 tempted to such conduct in the absence of such a deterrent.'' Nat 1 Hockey lctzgl/c v. M etro.

25 Hockey Club, Inc., 427 U. S. 639, 643 (1 976) (per curiam). And so has the 91 Circuit. See Allen

26 v. Faxon Corp. (ln re the EXXON VALDEZ), l02 F.3d 429, 433 (9tb Cir. 1996).

27 C. Dismissal with prejudice is appropriate for willful deceit.

28 This Court has the inherent power to dismiss an action when a party has ttwillfully

6 /
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l deceived'' the Court and 'tengaged in conduct utterly inconsistent with the orderly administration

2 of justice.'' Wyle v. R..J. Seywo/l.s. lndus., lnc, 7Q9 F.2d 585, 589 (9th Cir. 1 983)., Phoceetw Sous

3 M arine, 5'./1. lz. 5..% Phosmarine, Inc, 682 F.2d 802, 806 (9th Cir. 1982). Such conduct is an
4 intentional obstrudion to the proper and equitable use of not only this Court's resources

, but the

5 justice system as a whole. Arguably Righthaven's conduct in this case, and others similarly

6 situated, is a Fraud Upon the Court and serves to cause çtthejudicial machinefy (to) not perfbrm

7 in the usual manner its impartial task of adjudging cases that are presented for adjudication.''

8 Gumport v. China Int'l Frlzy/ d: Inv. Corp. (ln re Intermagnetics Am., /ac.), 926 F.2d 9 1 2, 9 1 6

9 (9th Cir. 1 991) (detining ''fraud upon the court''l Based on this behavior alone, the Court h&s

10 cause, authority and discretion to dismiss this case with prejudice.
l 1 Because Righthaven has been found to Iack standing by virtue of their flawed copyright

12 ownership agreements with Stephens M edia, and because their subsequent attempts to revise

1 3 those agreements in order to create standing midstream in their Iawsuits has been rejected, (see

14 Democratic Unlergrtml?t/l it is foreseeable, and borne out by the current trend of a lack of

1 5 service in cases tiled earlier this year, that they plan to allow a significant number of current

l 6 actions to be dism issed without having served the complaints in order to re-fi Ie with new

17 agreements in hopes of curing standing issues. ln doing so it is in their interest not to have

18 provided these once and future defendants with the documents the Court ordered them to

19 provide. lt is an end run around the Court and should not be rewarded. lt is yet another flagrant

20 deception of the court and defendants. '

21

22 CONCLUSION

23 For all of the reasons stated herein
, this Court should dismiss this case and should do so

24 while imposing sanctions to include dismissal with prejudice. Therefore, Defendant moves this

25 honorable Court to dismiss this case with prejudice.

26

27

28

7
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l Dated 'september 2nd 2o1 1

2 Respec lly,

3

4 .

5 Gre ' stb ks
Defendant se

6 640-0 North calvert St.
Baltimore, M D 21202

7 (410) 91 3-4337
admin@lawmedconsultant.com8 '

9

1 O

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

2 7 ' '

28

8
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1 .

2

3

4 CERTIFICATE OF SERVICE

5 P
ursuant to Federal Rule of Civil Procedure 5(b), 1 hereby certif.y that on this 2nd day of

6 September, 2Ol l , 1 caused documents entitled:

7 DEFENDANT'S M OTION TO DISM ISS W ITH PREJUDICE FOR FAILURE TO
SERVE THE COM PLAIN T, W ILLFUL DECEPTION, AND FAILURE TO CO M PLY8
W ITH A J'UDICIAL ORDER

9
to be served by depositing them for mailing in the United States M ail

, in a sealed envelope
10 addressed to Shawn A

. M angano Esq, 9960 W est Cheyenne Avenue, Suite 170, Las Vegas,
Nevada 89129-7701, upon which tirst class postage was fully prepaid. A copy of this motion has11
also been mailed in the same manner to Judge Roger L Hunt as a point of information.

1 2

13

14

15
Gre r

.y St s
16 Defendant pro se

640-D North Calvert St.
17 Baltimore, M D 21202

(410) 913-4337
1 8 admin@jawmedconsultant.com

1 9

20

2 1

22

23

24

25

26

27

28

9
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1

1 UNITED STATES DISTRICT COURT
DISTRICT OF NEVADA

2 BEFORE THE HONORABLE ROGER L . HUNT , U . S . DISTRICT JUDGE

3
IGHTHAVEN , LLC , a :

4 Nevada llmlted-ljabjllty :
company, :

5 : No. 2:10-cv-01356-RLH-GWF
Plaintjff, :

6 : July 14 , 2011
V S . :.

7 : Las Vegas, Nevada
DENOCRATIC UNDERGROUND, :

8 LLC , a Djstrjct of :
olumbja ljmited- :

9 ljabjljty company; and :
DAVID ALLEN, an :

10 jndjvjdual, :
:

11 Defendants. 2
:

1 2 :
DEHOCRAT IC UNDERGROUND , :

1 3 LLC , a Dj st rj ct o'r :
91 urqbj a 1 1 mj ted - :

1 4 1 n ab1 1 j ty company , :
:

15 counterciajmant, :
:

16 vs. :
:

1 7 RIGHTHAVEN , LLC , a :
Nevada 1 jmj ted- llabj l jty :

18 company ; and STEPHENS :
NEDIA , ùLC 1 a Nevada :

19 l jmj ted- l jabj 1 jty :
company , :

20 :
counterderendants . :

2 1 :

22 '

23 TRANSCRIPT OF QRDER T0 SHOH CAUSE (116)

24

25

DONNA DAVIDSON, RDRI éRR, CCP, CCR # 318 - (775) 329-0132
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2

1 APPEARANCES :

2 For the P1 aj nt1 f 'fs : SHAHN YANGANO
COLBY HILLIANS

3 DONALD CANPBELL
At torneys a t Law

4

5 For the Deïendants : LAURENCE F . PULGRAK
KURT OPSAHL

6 Attorneys at Law

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5 FTR No . RLH / 2O1 1 071 4

1 6
(Transcrj pt produced 'from dj gj ta1 vOj ce recordj ng ;

17 transccjber not present at proceedjngs)

18

1 9

20

2 1

22 Transcrj bed by : Donna Davldson , RDR, CRR, CCR 318
Certi f i ed Real ti me Reporter

23 4O0 South Vjrgjnja Street
Reno , Nevada 89501

24 (775) 329 -0132

25

DONNA DAVIDSON, RDR, CRR, CCP, CCR # 318 - (775) 329-0132
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3

1 LAS VEGAS , NEVADA , JULY 1 4 , 201 1 , 9 : 04 A . N .

2 - - o 00 - -

3 P R 0 C E E D I N G S

4

5 THE COURT : Be seated .

6 THE CLERK : Rj ghthaven , LLC , versus Democratj c

7 Underground , LLC , et ' al , 2 : 1 0 -cv- 1 356 - RLH-GHF .

8 Th1 s 1 s the tj me set on order Tor a show cause

9 h e a r j n g a n d a 1 s o f o r t h e mo t 1 on t o r eco n s 1 d e r .

1 0 Counsel , please note your appearances Tor the

11 record.

12 YR. RANGANO: Shawn Nangano on behalf of

13 plajntjfs Rlghthaven, LLC.

14 NR. HILLIANS: Good mornjng, Your Honor, Coiby

15 Wjlljams on behalf of Stephens Nedja.

16 NR. CAHPBELL: Donald Drew Campbell on behalf

17 of Stephens iedja. '

18 :R, PULGRAH: Laurence Pulgram on behalf of

19 Democratlc Underground.

20 NR. OPSAHL: Kurt Opsahl, the Electronjc

21 Frontjer Foundatjon, on behalf oT Democratjc

22 Underground.

23 TBE COURT: Thank you.

24 NR. WILLIARS: Excuse me, Your Honor. I heard

25 your clerk say thjs was also set Tor a motjon for

DONNA DAVIDSON, RDR, CRR, CCP, CCR # 318 - (775) 329-0132
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12

1 there's anythjng about what Nr. Nangano just sajd that

2 suggests to the Court that 1 need to hear from

3 Democratjc Underground.

4 NR. OPSAHL: Thank you, Your Honor.

5 THE COURT : Let me make lt clear that the

6 Court js also not here to fjnd fault wjth Yr. Coons or

7 Nr. Chu.

8 1 do fjnd jt sjgnjfjcant, howeverl that jn a11 oT

9 thjs -  and I -  I've read and reread thbs sentence from

10 the statement jn the response, and I quote from the

11 second page: It ls certajnly understandable how Local

12 Rule 7-1.1 could have arguably been reasonah.ly construed

13 to not requlre the dlsclosure o% Stephens Nedla's

14 jnterest jn any recovery.

15 I was lmpressed that you were able to get three

16 hedge words or qualjfjers wjthjn the space of Tour words

17 jn that sentence and wondered jT maybe you ran out of

18 them.

19 That sjgnjfjcant, I guess, to me js 1.s that we

20 don't have any affldavlt Trom Nr, Chu or Nr. Coons:

21 Onej that they made a mjstake', two, that they djdn't

22 understand jt; three, that they djdn't understand Local

23 Rule 7.1-1. But, more jmportantly, I don't have any

24 evjdence that they even knew about the relatjonshjp;

25 that they were famjljar. w1th the terms and clrcumstances

DONNA DAVIDSON, RDR, CRR, CCP, CCR # 318 - (775) 329-0132
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13

1 oT the strateglc agreement.

2 An argument that they arguably could have

' 3 reasonably construed to not requjre that, jn the Court's

4 opjnlon, js, Trankly, ludlcrous.

5 Rule 7.1-1, the purpose of jt, the prjmary

6 purpose of jt, js to make sure that the Court becomes

7 aware, as soon as possjble, of any need to recuse ltself

8 because of any conTljct of jnterest. But jt's the

9 vjolatjon of the rule , jn addjtjon to a11 of the other

10 thjngs that took place jn thjs case and any other cases

11 that the Court has ln front of lt -- and I thjnk there

12 are -  I thjnk there are or were 34 cases that were

13 assjgned to me by Rjghthaven jn thjs case. I do not

14 understand the argument that an agreement whereby

15 Stephens Nedja got half of any recovery or settlement

16 could any -- jn any way be construed as not havjng a

17 dlrect pecunjary jnterest.

18 And, agajn! I'm not here to sanction Nr. Coons or

19 Nr, Chu. And I w111 tell you now that I do not think

20 that the Court's sanctjon power js ljmjted to sanctjon

21 Nr. Chu or Nr. Coons. The Court does have the rjght to

22 sanctjon an attorney when he vjolates jt.

23 I don't have any evjdence that they jntentjonally

24 kept thjs from the Court. But I have a 1ot of evjdence

25 that Rjghthaven jntentjonally kept 1t. Thjs js not an

DONNA DAVIDSON, RDR. CRR, CCP, CCR # 318 - (775) 329-0132
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1 jssue of negljgence, jn the Court's vjew . It goes to

2 the evjdence of an jntentjonal avojdance of djsclosjng

3 jnformatjon and specjfjc djrect statements contrary to

4 that .

5 1 thjnk I have suffjcjent jnherent power to '

6 sanctjon. And 1 thjnk Rule 11 gjves me even addjtional

7 power to sanctjon Tor vjolatjon of thjs rule under these

8 cjrcumstances.

9 Counsel that was representjng Rjghthaven,

10 Nr. Coons and Nr. Chu, were. both jn-house counsel, jf

11 you wjll.

12 Nr. Gjbson, who took over and I thjnk was counsel

13 at the tjme that the SAA was dlsclosed js the CE0 of

14 Righthaven. So I thjnk Tor purposes of the language of

15 7.1-1, jn thjs jnstance, Rjghthaven qualjfjes at a party

16 actjng pro se. Because jt's thejr jn-house people dolng

17 jt, jt's not outsjde counsel as they have now.

18 In the Court's vjewj the arrangement between

19 Rjghthaven and Stephens Medja js nothjng more nor less

20 than a 1aw Tjrm, whjch, lncjdentally, I don't thjnk js

21 licensed to practjce 1aw jn thjs state, but a 1aw Tjrm

22 w1th a contjngent Tee agreement masqueradjng as a

23 company that's a party.

24 There was a clear pecunjary jnterest, jn the

25 Court's vjew, by Stephens Nedja. Nr. Gjbson negotjated
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1 the agreement. He sjgned the agreement. He certajnly

2 knew the agreement and jts contents. He has a

3 sbgnjfjcant amount of experjence. At least that js

4 represented to me. I thjnk thls has been part of a

5 concerted eTfort to hlde Stephens Nedja's role bn thls

6 ljtjgatjon.

7 Plajntjff clajmed that lt had varjous exclusjve

8 rjghts when jt knew that the abjljty to exerclse those

9 rjghts were retajned eyclusjvely by Stephens Yedja. It

10 constantly and consjstently refused to produce the

11 agreement. And lt wasn't untll aTter the Court ordered

12 that jt be djsclosed an4 then unsealed that they started

13 admjttjng thejr reasons.

14 There was, jn fact, jn the -  jn Stephens Hedja's

15 reply to thejr motjon -- jn support of thejr motjon to

16 dlsmjss, that they state, and I quote, ''Stephens Medja

17 has never been jdentjfled or dlsclosed as a party who

18 has a djrect pecunjary jnterest jn the outcome of any

19 Rjghthaven case, and for good reason,'' close quote.

20 The representatjons about the relatjonshjp and

21 the rjghts oT Rjghthaven were mjsrepresentatjons. They

22 were mjsleadjng. And that -- the Tajlure to djsclose

23 them - and you can speak an'd argue that there's no case

24 1aw or there are no -- there's no defjnjtjon jn the rule

25 that lays out What a djrect pecunjary jnterest js. I
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1 don't know how more djrect you can get. The Tact that

2 lt has to go to Rjghthaven Tjrst and then go to Stephens

3 Nedia, jn the Court's vjew , does not remove jt from

4 belng a djrect pecunjary jnterest, It was there. They

5 had the rjght to have -- they had the rlght, actually,

6 to settle clajms on thejr own.

7 And the Court fjnds lt troubljng, qujte Trankly,

8 ln a11 of the cases that I'm aware of fjled jn thls

9 djstrjct, and I've lost count as to how many. there were,

10 that not only were the terms of the agreement djsclosed,

11 but that there was a consjstent, repeated fallure to

12 jdenljfy Stephens Nedja as havjng any jnterest jn thjs

13 lawsujt .

14 And jt jsn't enouch to sav, well. the Court

15 should have been on notjce of jt. The Court has the

16 rlght to accept the representatjons made by a party

17 through counsel. And when jt Tlnds that those

18 represenlatjons are not true and, havjng looked at a11

19 thjs evjdence, flnds that they are jntentjonally untrue,

20 the Court Teels that therq js a necessjty of and Tjnds

21 that there js an obljgatjon on the Court to sanctjon

22 Stephens Nedja.

23 I've gjven a 1ot oT thought as to what kjnd of

24 sanctjon js requjred. I apprecjate the fact that

25 counsel has attempted to rectjfy the problem that has
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1 exjsted. It does not change or affect the Court's

2 opjnjon as to whether or not lt was an accldent or a

3 mjsunderstandjng as opposed to bejng an jntentjonal -

4 1'11 call jt Tajlure to djsclose, ïor want of a stronger

5 term, although I thjnk a stronger term ls justjTjed.

6 But as part o% the sanctjon, the Court js gojng to order

7 that every cas8 Rjghthaven has ln any jurjsdlctjon in

8 thjs country must be provjded w1th a copy of thls

9 Court's decjsjon about the agreement, the one on

10 standjng, and that the agreement be djsclosed to partjep

11 that Rïghthaven has sued.

12 The Court js also gojng to Order a monetary

13 sanctjon agajnst Rlghthaven, jtself, jn the amount oT

14 $5,000 and order that Local Rule 7.1-1 w111 be properly

15 compljed wlth, ejther retrospectjvely or prospectjvely,

16 jn a11 cases that are Tjled by Rjghthaven wjth respect

17 to thls agreement.

18 Is there anything -- yes, counsel?

19 Incldentally, that monetary sanctlon w111 be pald

20 wjthjn two weeks to the clerk of court.

21 NR. NANGANO: Your Honor, just a couple pojnts

22 oT clarjfjcatjon. And I understand that you w111 be

23 jssujng a wrjtten opjnjon based upon what we -  based

24 upon thjs hearjng, I assume?

25 THE COURT: I'm not sure I w11l, counsel,
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1 1'11 gjve that some consjderatlon,

2 NR. NANGANO : Okay, Hell, ln vjew of that

3 uncertainty, I'd just --

4 THE COURT: If 1 do jssue a written opinion,

5 counsel, 1'm also gojng to djrect that jt be provlded,

6 Tjled jn every other case that Righthaven has agabnst

7 anybody on thjs -

8 NR, NANGANO: Okay. '

9 THE COURT: Along these issues.

10 NR. NANGANO: Okay. Your Honor, just for

11 pojnt of clarjfjcatjon, you've mentjoned a couple bases

12 Tor your sanctjon power; and jt's not to challenge your

13 sanctjon powers, but to clarjfy the record.

14 You've mentjoned Rule 11, you've mentjoned the

15 jnherent power, and you've mentjoned the local rule.

16 These sanctjons that you just enumerated, do those fall

17 under, one, a11 or - one speclTjc sanctjon power or

18 under a11 your jnherent power --

19 THE COURT: I'm jnvoklng a11 of them, counsel.

20 NR. NANGANO: okay, Thank you, Your Honor.

21 And a second pojnt of clarjfjcatjon js that you

22 said that partjes -  al1 partles who are sued to be

23 provjded wjth a copy of the agreement, the strategjc

24 alljance agreement.

25 THE COURT: That wjll not apply to those cases
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1 that have been djsmjssed, unless there's gojng to be an

2 appeal jn those cases.

3 NR. NANGANO : Okay. So a11 - essentially a11

4 pendjng matters, would that be -

5 THE COURT: Yes.

6 NR. NANGANO : okay. And would your order

7 jnclude -  sjnce as the Court, I'm sure, js aware, we

8 have a clarjfjcatlon and wè have what's now a restated

9 versjon of the SAA, restated and amended versjon, would

10 you ljke thoqe provlded as well?

11 THE COURT : No .

12 NR. NANGANO: Just the SAA?

13 THE COURT: And no -  any revjsjons,

14 amendments after the Tact, jn the Court's vjew, js

15 irrelevant to this jssue,

16 MR. HANGANO: Okay. Thank you, Your Honor.

17 THE COURT: Thank you.

18 Any questjons Trom other defendant?

19 NR. OPSAHL: It may also be useful Tor some of

20 those cases to have a copv of Rjghthaven's operatjng

21 agreement.

22 THE COURT : 1 beg your pardon?

23 NR. OPSAHL: It may also be useful to -  Tor

24 the defendants jn those cases to have a copy of

25 Rjghthaven's operatjng agreement along wïth the
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1 strategjc alljance.

2 THE COURT: 1 thjnk that was part of my order,

3 counsel, js that the operatjng -  well, are you talklng

4 about the strategjc alljance agreement?

5 MR. OPSAHL: There's a strategjc alljance

6 agreement as between Stephens Nedja and Rjghthaven; then

7 there's also the Rjghthaven operating agreement, whlch

8 js the organjzatjonal document for Rjghthaven.

9 NR. NANGANO : Your Honor, that's -  the jssue

10 here js the fajlure to djsclose Stephens Nedja, whjch js

11 a party to the -

12 THE COURT: Yes. I wjll not jnc.lude that,

13 counsel. I don't thjnk jt's relevant to thjs.

14 NR. OPSAHL: oNay. Thank you, Your Honor.

15 NR. NANGANO: Andl Your Honor, there are cases

16 pendlng, such as jn the Djstrjct of Colorado, whjch

17 jnvolve - do not jnvolve Stephens Nedja, but they

18 involve NedjaNews Group as the holder of the work that's

19 been assjgned.

20 Would your order requjre a productjon of the SAA

21 ' or the productjon of the operatjve agreement, whjch 1

22 beljeve has been publjcly Tjled already jn the lead case

23 that's resulted jn a stay of some 34 actjons?

24 THE QOURT: In Colorado, you're talkjng about?

25 KR. HANGANO: Yes. A11 the Colorado
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1 actjons -  a11 the Colorado actjons, to my knowledge, do

2 not jnvolve Stephens Nedja content.

3 I just want to make sure that when you say

4 produced ln a11 jurlsdjctjons, jt's not a11 - not a11

5 jurjsdjctjons jnvolve Stephens Nedja content. So -

6 THE COURT: Are the agreements, the strateglc

7 agreements the same?

8 NR. NANGANO : No. They are jn a djfferent

9 form. The content js sjgnlfjcantly - jt looks

10 djfferent. It's kery -- the document that controls

11 those agreements has been produced and has not been

12 sealed.
A

13 THE COURT: A11 rjght.

14 NR. KANGANO: So the only other jurjsdjctjon

15 would be there 's a pendjng actjon jn South Caroljna , and

16 there are the pendjng actjons jn thjs jurjsdjctjon that

17 jnvolve Stephens Yedla.

18 THE COURT: You are obljgated to the one jn

19 South Caroljna, but you're also obljgated to advjse the

20 Colorado court of thjs decjsjon,

21 NR, NANGANOZ Thank you, Your Honor.

22 NR, PULGRAM: And, ïjnally, Your Honor,

23 Laurence Pulgram. You stated that jf you jssued a

24 ruljng jn wrjtjng on thjs matter today, on thjs OSC,

25 that you would ask that jt be provjded to the other
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1 courts.

2 In the absence of that wrjtten ruljng, would jt

3 make sense for the transcrjpt of your ruljng, up to the

4 colloquy here, to be provjded' to' other courts jn lleu of

5 a wrjtten order, to save Your Honor Trom havjng to wrjte

6 the wrjtten order?

7 NR. NANGANO: I thjnk that's the

8 understandjng. If there's no order, I'm to produce the

9 transcrjpt, correct?

10 THE COURT : Yes. 1 thjnk that's a good

1 1 suggest j on . And that wj 1 1 be the order j 'r j t wasn ' t

1 2 cl ear otherwj se .

1 3 Anythj ng el se?

14 NR . NANGANO : No , Your Honor .

. 1 5 MR . OPSAHL : No , Your Honor ,

16 THE COURT : We ' l 1 be 1 n recess .

1 7 ( T he proceed j ng s we re co nc 1 ud ed a t

1 8 9 : 35 a . m . )

1 9 * * *

20

2 1 '

22

23

24

25
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