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SUMMARY

The Alabama Supreme Court affirmed postjudgment rulings arising from a dispute between
Classroomdirect.com, LLC and Draphix, LLC, involving alleged Lanham Act unfair competition,
breach and rescission of a settlement agreement, and related contractual claims. The court upheld an
award of additional damages, a limited permanent injunction, denial of attorney fees, and an award of
one-half of the litigation costs.
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DISPOSITION affirmed

PROCEDURAL POSTURE Classroom Direct appealed from postjudgment rulings that granted
only limited injunctive relief, denied attorney fees, and awarded only
one-half of costs. Draphix cross-appealed from the trial court's award
of additional damages under the Lanham Act.



STANDARD OF REVIEW The scope of a permanent injunction is reviewed for whether the trial
court exceeded its discretion, with factual findings based on ore tenus
evidence presumed correct unless clearly erroneous, unsupported,
manifestly unjust, or against the great weight of the evidence.
Attorney-fee awards under the Lanham Act are reviewed for excess of
discretion; contractual attorney-fee issues are reviewed de novo when
the trial court determines the legal effect of an unambiguous contract,
but an implicit factual finding concerning prevailing-party status is
reviewed for clear error. Taxation of costs is discretionary. Lanham Act
damages and profits are reviewed under a clearly-erroneous/excess-of-
discretion inquiry.

PRECEDENTIAL VALUE published precedential opinion
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QUESTIONS PRESENTED

1. Whether the permanent injunction was impermissibly narrow because it allowed Draphix to continue
using the Teacher Direct name, Celita Carmichael as spokesperson, the teacherdirect.com domain name,
and the catalog numbering system.

2. Whether Classroom Direct was entitled to attorney fees under the asset-purchase agreement or the
Lanham Act.

3. Whether the trial court properly awarded only one-half of the litigation costs.

4. Whether the trial court had authority under 15 U.S.C. § 1117(a) to increase the jury's Lanham Act
damages award despite jury instructions assigning fact-finding authority to the jury.

HOLDINGS

1. The trial court did not exceed its discretion by entering a tailored permanent injunction that prohibited
specified misleading phrases, the distinctive hand gesture, and use of the Re-Print mark in the school-
supply business, while allowing Draphix to continue using the Teacher Direct name, Carmichael as
spokesperson, its domain name, and its three-digit catalog code subject to prominent disclaimers and
other restrictions.

2. Classroom Direct was not entitled to contractual attorney fees because the trial court could reasonably
find that Classroom Direct was not the prevailing party within the meaning of the litigation-cost



provision.

3. The trial court did not exceed its discretion in denying attorney fees under 15 U.S.C. § 1117(a), because
the evidence and the jury's limited damages award and failure to award punitive damages did not require
a finding that the case was exceptional.

4. The trial court did not exceed its discretion by awarding Classroom Direct only one-half of the costs of
the action.

5. The trial court had authority under 15 U.S.C. § 1117(a) to increase the jury's Lanham Act damages
award, and its additional award was not clearly erroneous or beyond its discretion.

KEY QUOTATIONS

“Classroom Direct prevailed, but it was not legally entitled to an injunction that stripped Teacher Direct of its
name, spokesperson, and code numbers, and essentially put Teacher Direct out of business.” (709)

“Whether this Court would find this case an "exceptional" one that would support an attorney-fee award
under the Lanham Act is not the relevant inquiry here.” (713)

“Teacher Direct ignores the clear language of § 1117(a) that allows the trial court, in its discretion, to
increase or decrease the judgment entered if it finds that the damages award based on profits is "either
inadequate or excessive."” (716)

FACTUAL BACKGROUND

Classroom Direct and Draphix operated competing school-supply businesses after Draphix purchased Classroom
Direct's architectural and engineering supply business and obtained a license to use the Re-Print mark in that
market. Draphix launched Teacher Direct using catalog designs, phrases, imagery, a spokesperson, and other
features that resembled Classroom Direct's marketing, resulting in customer confusion and combined orders. The
parties entered a settlement restricting Draphix's use of specified phrases and imagery, but Draphix later used a
catalog thumbnail depicting the prohibited gesture and phrase, while evidence also showed misuse of the Re-
Print mark and transfer of confidential business information. A jury found for Classroom Direct on its unfair-
competition, fraud, and intentional-interference claims and awarded damages, after which the trial court entered
tailored injunctive relief and additional Lanham Act damages.

PROCEDURAL HISTORY

Classroom Direct sued Draphix in federal court under the Lanham Act and later reached a settlement. Classroom
Direct then sued in Alabama circuit court for breach of the settlement agreement and amended its claims to
include rescission, fraud, Lanham Act and Alabama common-law unfair competition, and intentional
interference with employment relations. The trial court granted summary judgment for Classroom Direct on
Draphix's counterclaims, a jury awarded Classroom Direct $175,000, and the court later entered a permanent
injunction, rescinded the settlement agreement, awarded additional Lanham Act damages, denied attorney fees,
and awarded one-half of costs. The Alabama Supreme Court affirmed all challenged portions of the
postjudgment order.

DISPOSITION



affirmed
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