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SUMMARY

The Vermont Supreme Court reviews a lengthy dispute involving Kneebinding, Inc., its directors, and
shareholder Richard Howell. The court addresses contempt and injunction issues, defamation
damages, tortious interference with contract, attorney’s fees, and Howell’s derivative and direct claims
for fraud and breach of fiduciary duty. It affirms in part, reverses in part, and remands for further

proceedings, while affirming the judgment on Howell’s claims.
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QUESTIONS PRESENTED

1.

Whether the trial court could revise findings and conclusions contained in interlocutory orders before

entering final judgment.

. Whether Howell's conduct before September 15, 2009 triggered the stipulated $7,000 contempt fine.

. Whether the trial court properly terminated the stipulated permanent injunction and treated it as a

preliminary injunction.

. Whether the trial court erred in declining additional civil-contempt sanctions.
. Whether the $3,500 compensatory defamation award was inadequate or punitive damages were required.
. Whether Kneebinding proved damages for tortious interference with contract.

. Whether the parties were entitled to contractual or equitable attorney's fees beyond the fees awarded for

contempt litigation.

. Whether the trial court properly rejected Howell's fraud-in-the-inducement and fiduciary-duty derivative

and direct claims.

HOLDINGS

1.

Under Vermont Rule of Civil Procedure 54(b), a trial court may reconsider and revise interlocutory
findings and conclusions before entering final judgment in a multi-party, multi-claim case, subject to

review for abuse of discretion.

. The trial court was required to impose the stipulated $7,000 fine because its own findings established

that Howell violated the permanent injunction before September 15, 2009.

. The parties' stipulated injunction was intended to be permanent, and the trial court exceeded its

discretion by terminating it based on an erroneous conclusion that enforcement implicated the First

Amendment.

. The trial court acted within its discretion in declining to impose additional monetary civil-contempt

sanctions for violations occurring while the injunction was in effect.

. The $3,500 compensatory defamation award was within the trial court's discretion because Kneebinding

showed temporary reputational harm but no economic injury or basis for a larger award.

. The trial court did not abuse its discretion in denying punitive damages.

. Kneebinding failed to establish tortious interference because it did not prove actual harm resulting from

Howell's conduct.



8. The trial court properly denied contractual attorney's fees for the litigation as a whole and properly

limited the equitable fee award for contempt litigation to $22,433.42.

9. The trial court properly rejected Howell's derivative and direct claims for fraud in the inducement and

breach of fiduciary duty.

KEY QUOTATIONS

“As such, if the case properly falls within the ambit of Rule 54(b), the trial court has the discretion to

reconsider and revise interlocutory rulings before issuing the final judgment.” (9 32)

“Private parties may enter agreements that waive their respective free speech rights, and courts may enforce

those agreements, without running afoul of the First Amendment.” ( 58)

“Civil contempt sanctions may be used as a coercive measure to compel future compliance with a court order,

or to compensate the victim.” (9 74)

“One who intentionally and improperly interferes with the performance of a contract (except a contract to
marry) between another and a third person by inducing or otherwise causing the third person not to perform
the contract, is subject to liability to the other for the pecuniary loss resulting to the other from the failure of

the person to perform.” (9 93)

FACTUAL BACKGROUND

Howell founded Kneebinding, a Delaware corporation with its principal place of business in Vermont, and later
entered into transaction and employment agreements with John Springer-Miller, who became a controlling
preferred shareholder and director. Their relationship deteriorated, Howell was removed as president and CEO,
and he signed a severance agreement containing confidentiality and nondisparagement obligations. After Howell
made public and private statements criticizing Kneebinding and the Springer-Millers, the parties stipulated to a
permanent injunction and a conditional $7,000 contempt fine. Following trial, the court found that some of
Howell's statements were defamatory and violated the injunction, but found insufficient proof of damages for

tortious interference and declined to impose most requested sanctions.

PROCEDURAL HISTORY

Kneebinding sued Howell over alleged violations of contractual confidentiality and nondisparagement
obligations, tortious interference, defamation, and related claims. Howell asserted counterclaims and later
brought direct and shareholder-derivative claims against the Springer-Millers and ACL Investments. After a
twenty-day bench trial, the trial court rejected Howell's derivative and direct claims, found some violations of
the injunction and defamation, awarded $3,500 in defamation damages and $22,433.42 in attorney's fees for
contempt litigation, denied other damages and fees, terminated the permanent injunction, and entered final
judgment. Both sides appealed.

DISPOSITION

reversed_and_remanded



REMAND INSTRUCTIONS

The matter was remanded for further proceedings consistent with the opinion, including imposition of the
stipulated $7,000 contempt fine and enforcement of the permanent injunction. The trial court's other rulings were

affirmed except to the extent inconsistent with those reversals.
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