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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF KANSAS

ENERGY INTELLIGENCE GROUP, INC.
and ENERGY INTELLIGENCE GROUP
(UK) LIMITED,

Plaintiffs,

VS. Case No. 16-01015-EFM

CHS McPHERSON REFINERY, INC.
(F/K/A NATIONAL COOPERATIVE
REFINERY ASSOCIATION),

Defendant.

MEMORANDUM AND ORDER

A jury trial was held irthis copyright infringementase from May 14 through May 21,
2018. The jury awarded Plaintiffs Energy Intelligence Group, Inc., and Energy Intelligence
Group (UK) Limited (collectively “EIG”) araward of $1,119,750 in statutory damages based on
Defendant CHS McPherson Refigeinc.’s (the “Refinery’s”) infringement of its copyrighted
publications. EIG now moves f@s attorneys’ fees and cestinder 17 U.S.C. § 505 (Doc. 181).
The Refinery opposes EIG’s motion and movesitorattorneys’ fees and costs under Fed. R.
Civ. P. 68 (Doc. 180). For the reasons set forth beloevCourt grants in pand denies in part

both motions.
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l. Factual and Procedural Background

A detailed history of the parties’ businastationship is set fth in a prior opiniort. In
short, EIG contends that the Redry copied and distributed i®il Daily and Petroleum
Intelligence Weeklypublications in violabn of its subscription agreements from June 2004
through January 2016. Specifically, EIG comte that the Refinery purchased a single
subscription tdil Daily for use by Refinery employee Gal&lenard and a single subscription
to Petroleum Intelligence Weeklgr use by Refinery employeeniLoving. These subscriptions
were routinely forwarded by electronic mail maultiple Refinery employees. EIG filed this
lawsuit on January 18, 2016, seeking statutorsnaiges, attorney’s fees, and costs for the
Refinery’s alleged copyright infringement.

On February 5, 2018, the Refinery made a Rule 68 offer for judgment in the amount of
$750,000. EIG ignored this offe©On April 25, 2018, the Refinery made a second Rule 68 Offer
for Judgment in the amount of $ 1,500,000. Specifictiis offer was made “to settle fully and
completely all claims for relief by [EIG] including any and all claims for attorneys’ fees and
costs, pre-judgment interest and other castd disbursements.” EIG did not respond to the
offer, and therefore it ab expired as unaccepted.

The Court held a jury trial from May 14 through May 21. The jury found that the
Refinery willfully infringed 571 copyrighted works @il Daily between January 18, 2013, and
January 18, 2016; that EIG knew or should hiavewn on or before January 18, 2013, that the
Refinery was infringing their copyrights @il Daily; and that the Refinery did not have an

implied license forOil Daily. The jury also found that the Refinery willfully infringed 117

1SeeDoc. 120.



copyrighted works oPetroleum Intelligence Weeklhat EIG knew or should have known on or
before January 18, 2013, that the Refinery was infringisg copyrights in Petroleum
Intelligence Weeklyand that the Refinery did not have an implied licenseHetroleum
Intelligence Weekly The jury awarded $1,500 in sitary damages for each work Oil Daily
infringed and $2,250 for each work Bétroleum Intelligence Weeklyfringed. In total, the jury
awarded EIG $1,119,750 in statutory damages.

Following trial, EIG moved for its attorneyfees in the amount of $2,373,381.25 and its
costs in the amount of $274,531.91. Refinery disputes that EIG entitled to either amount.
The Refinery also moved for its post-offer ateys’ fees and costs under Rule 68. The Refinery
claims that it is entitled to $291,392 in atteys’ fees and $41,324.65 in costs it incurred after
making its second offer for judgment on April 25, 2018. The parties have met pursuant to Local
Rule 54.2(a) regarding their respeetiapplications for fees andste. Therefore, the parties’
motions are ripe for th€ourt’s consideration.

Il. Analysis
A. EIG is the prevailing party.

Section 505 of the Copyright Act states:

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

recovery of full costs by or against apgrty other than th&nited States or an

officer thereof. Except as otherwiseopided by this titlethe court may also
award a reasonable attornefé® to the prevailing party as part of the césts.

217 U.S.C. § 505.



To be considered a prevailing party, “the pldintaust be able to point to a resolution of the
dispute which changes the legal relatlipsbetween itself and the defendahtA judgment for
damages in any amount, whether compensatomoorinal, modifies the defendant’s behavior
for the plaintiff's benefit by forcing the defeadt to pay an amount of money he otherwise
would not pay,” and constitutes a change in the legal relationship between the*pamtidss
case, EIG is the prevailing party under § 50%hef Copyright Act because the jury found that
the Refinery infringed 688 d&IG’s copyrighted works anawarded EIG $1,119,750 in statutory
damages.

B. EIG is not entitled to its attorneys’ fees.

The Copyright Act gives the district ux discretion to award a prevailing party
attorney’s fees, but it does not provide any mecule or formula for when or how to do®so.
The Supreme Court has established important restrictions for slirict courts to abide by when
making this determinatioh. First, a district court may not and attorney’s fees as a matter of
course’. Instead, it must make a partiarized, case-by-case assessrfieBecond, a court may

not treat prevailing plaintiffsrad prevailing defendants differenfly.

3 Farrar v. Hobby 506 U.S. 103, 111 (1992) (quotifgx. State Teachers Assn. v. Garland Indep. Sch.
Dist., 489 U.S. 782, 792 (1989)).

41d. at 113.

517 U.S.C. § 50%irtsaeng v. John Wiley & Sons, In¢36 S. Ct. 1979, 1984-85 (2016)

6 Kirtsaeng 136 S. Ct. at 1985 (quotirigpgerty v. Fantasy, Inc510 U.S. 517, 533-34 (1994)).
71d.

81d.
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In addition, the SupreenCourt has set forth a list of nemelusive factora district court
may consider in determining whether to awdtdraey’s fees: objective unreasonableness (as to
both factual and legal argumentstie case), motivation, the needparticular circumstances to
advance considerations of compermatand deterrence, and frivolousn&ssThe Court will
review each of the factors belaw evaluating whether to award &lits attorneys’ fees in this
case.

1. Objective reasonableness

In Kirstaeng the Supreme Court directed district courts to “give substantial weight to the
objective reasonableness of the losing party’stipos while still providing “due consideration”
to other factord! The Court noted that the objeciveasonableness approach “encourages
parties with strong legal positions stand on their rights and detg¢hose with weak ones from
proceeding with litigation¥® Here, EIG contends that tfiefinery took several unreasonable
positions during the litigation of this case. Speaify, EIG points to the Refinery’s failure to
mitigate defense, the Refinery’s assertion ti could only recover damages for each group
registration, and the Refinery’s motion for referral to thgi&er of Copyrights. The Refinery
disputes that these positions were unreasonaldduwather argues that EIG’s prosecution of its
claims were unreasonable, particiydIG’s settlement offers.

a. TheRefinery’sdefenses
EIG first asserts that the Refinery’s continued assertion of the failure to mitigate defense

was unreasonable. The Refinery relied heavilyhis defense, taking fact and expert discovery

0 Fogerty, 510 U.S. at 534, n.1®irstaeng 136 S. Ct. at 1985.
1 Kirstaeng 136 S. Ct. at 1983, 1989.

121d. at 1986.



and serving an expert report solely related toAitcording to EIG, Tenth Circuit precedent “is

unequivocal that ‘a failure to mitigate does not apply to an award of statutory damages’ ” and
thus, the Refinery’s choice to persist with defe despite being aware of Tenth Circuit law was
unreasonablé&

The Court disagrees that the Refinery’s fiosion this defense wasreasonable. Tenth
Circuit precedent is ndunequivocal” in regard to the applitan of this defense in the context
of copyright infringement* And, as the Refinery pointedut, other courts throughout the
country have allowed a defendant to assertdbfense even when the plaintiff selects statutory
damages® Simply because the Refinery did mwevail on this defense on summary judgment
does not mean that the Refinery’s assertibrit was unreasonable. “Courts every day see
reasonable defenses that ultimately fail (justtlasy see reasonable claims that come to
nothing).®

Similarly, the Refinery’s other defenses tims case, while not meritorious, were not
unreasonable. Seeking to limiethmount of statutory damages EIG could recover, the Refinery
moved for summary judgment arguing that Eltduld only be awarded damages for each group
registration instead of each individually infrimherork. The Court denieils motion relying on

language from the Compendium of U.S. Copyriglitice Practices, whit is published by the

U.S. Copyright Office. The Refinery was wallvare of this Compendium when it filed its

13 Doc. 185, p. 11 (quotingloothart v. Bell 21 F.3d 1499, 1506-07 (10th Cir. 1994)).

1 EIG relies onMoothartin arguing that the failure to mitigate defense is not applicable when statutory
damages have been selected. That,da@wever, involved claims brought under ERISA and not the Copyright Act.
Id. at 1506-07.

15 See, e.g.l.uxottica Grp., S.p.A. v. Airport Mini Mall, LLC186 F. Supp. 3d 1370, 1378-79 (N.D. Ga.
2016).

6 Kirstaeng 136 S. Ct. at 1988.



motion but this does not mean that the Refineagsertion of such argument was unreasonable.
There is a dearth of Tenthr€uit law on statutory damages under the Copyright Act, and the
Tenth Circuit may interpret the Compeunuh differently than this Court.

The Tenth Circuit also has not addressed onatifor referral to the U.S. Register of
Copyrights. This fact, in addition to the ambous language in the Copyright Act stating that
where “inaccurate information . is. alleged, the court shall requéis¢ Register of Copyrights to
advise the Court whether theformation, if known, would h&e caused the Register of
Copyrights to refuse registratioh)’gave the Refinery a legitimate basis to assert its motion.
The Refinery was justified in defemdj EIG’s claims on this basis.

“Because copyright law ultimely serves the purpose of rahing the general public
through access to creative worktsis peculiarly important thathe boundaries of copyright law
be demarcated as clearly as possibie.in this Circuit, the boundaries of copyright law are
fuzzy at best. Not all the Refinery’s positions may have been winning positions, but they helped
to define the boundaries of copymiglaw in this circuit. “[Parties who advance arguments of
first impression should not be punished beeatls litigation could reasonably be seen as
contributing to an informed discussion the demarcation of copyright law?.”

In any event, EIG seems tgnore that the primary isswa trial was not whether the
Refinery infringed Oil Daily and Petroleum Intelligence Weekhthe Refinery essentially
admitted infringement during its closing argemt—but the amount of statutory damages EIG

should receive. In its closing argument, Ed€ked the jury to award the maximum amount of

1717 U.S.C. § 411(b)(2).
8 Fogerty, 510 U.S. at 527.

¥ Greg Young Publ'g, Inc. v. Zazzle, In2018 WL 1626053, at *4 (C.D. Cal. 2018) (citation omitted).



statutory damages per infringed nkedor a total amount of $50 millioff. The Refinery asserted
that EIG’s damages should be limited based ensthtute of limitationsral the existence of an
implied license. The Refinery proposed to the pliat if it did not find that the Refinery had an
implied license foiPetroleum Intelligence Weeklhe total damage amount should be $390,750,
which is based on the lowestatutory damage amount of $7p@r work infringed and an
infringement period of only three years based on the statute of limitations. Ultimately, the jury
found in favor of the Refinery on its statuteliofitations defense, limiting EIG’s recovery to a
three-year period of infringement. &lprevailed on only 21% of its claims. In addition, the
jury awarded EIG a minimal amount efatutory damages—approximately $1.19 million—
compared to the $50 million EIG soudht. The fact that the Refinery limited the overall
statutory damage amount to a mere 2% oatwhBIG sought demonstest that their overall
defense of the case waljectively reasonable.
b. EIG’s reasonableness in prosecuting its claims

The Refinery argues that a fee awardas appropriate becaei€1G took unreasonable

litigating positions in prosecuting its claims,ripeularly when making settlement offers. EIG

made three settlement offers during the pendaidpe litigation. EIG’sfirst offer, made in

20 Section 504 of the Copyright Act states that an infringer may elect to recover statutory damaties for
infringements involved in an action in an amount ranging from $750 to $30,000, and wherfitigernent is
willful, that amount may be increased to $150,000. 17 U.$%04(c). For each publitan, EIG asked the jury to
award $30,000 per work infringed for all infringements prior to September 24, 2007. For all infringements after
September 24, 2007, EIG asked the jury to award $150,000 per work infringed based on ftatlienRefinery’s
infringement was willful.

2! The Refinery proposed the 21% figure and the Cagrees that it is correctThe 21% figure comes
from the fact that EIG sought damages for approximately 11 years (June 2004 to June 2015) but was awarded
damages for only 2.3 years. Damages for 2.3 years of the 11 years sought is approximately 21% air&$G’s cl

22 The jury awarded EIG a statutory damage amount of $1,500 per work for Oil Daily, aGfl &ravork
for Petroleum Intelligence Weekly.



November 2015, was for a Global Enterprise License for company-wide use by the Refinery of
all EIG’s publications for three years. EIG a#d this license to the Refinery at the market
price of $580,000 per year, or $1.74 million total. TRefinery rejected this offer. It also
contends that at the time EIG deathe offer, EIG informed thRefinery not to make a counter-
offer. EIG’s second offer, made in October 2016, was for approximately $4.1 million including
over $240,000 in attorneysées. EIG calculated this offdrased on the Refinery’s willful
infringement of 2,588 works between June 2004w 2015 and a statutory damage award of
$1,500 per work. EIG’s final offer was madetfa Court ordered mediation on March 23, 2017,
just four months after its second offeThis offer was for $7.1 million including $558,600 in
attorneys’ fees. At this time, there was stifl significant motion practice on EIG’s part (the
Refinery had submitted its partial motion for sunyrjadgment a few days before) and only one
deposition had been taken.

The Refinery also made three settlement offlerring the litigation.In response to EIG’s
offer of $4.1 million, the Refinery offered totde the case for $40,500. This offer was based on
the Refinery's statute of limitations defenaad its argument thaElG could only recover
statutory damages for each group registratiod aot each work infringed. In addition, the
Refinery extended two Rule 68 offers for jmagnt: the first for $750,000 on February 5, 2018,
and the second for $1.5 million on April 25, 2018. EIG rejected both offers.

A review of these settlements offers explamsy this case didn’t settle before trial. At
most, there were only two reasonable offers nigdihe parties—EIG’s first settlement offer for

the Global Enterprise License and the Refinefinal Rule 68 offer—but each of these was



rejected or ignore@# The remaining offers were either srorbitantly high or excessively low
such that they did not even invite a counter+ffelG’s second and third offers, for $4.1 million
and $7.1 million respectively, were entirelyreasonable. Neither offer took any of the
Refinery’s defenses into account. And EIG fails to explain itghgettlement position increased
by $3 million with its third offer when the Counad not made any significant findings by that
time. Likewise, the Refinery's offer of $40,500 was entirely unreddenas the Refinery
refused to acknowledge that its defenses maypredail on summary judgent or at trial.

Neither party is blameless in its attempt to resolve this case prior to trial. But, EIG’s
conduct is certainly more unreasonable than thenBefis given its failure to make at least one
reasonable settlement offer after filing this lawsu@tverall, this factor weighs against awarding
EIG its attorneys’ fees.

2. Motivation

EIG claims that its motivation in this @swvas to protect its federally registered
copyrights. EIG argues that jursued its claims to trial becsi it had direct, systematic
evidence of infringement, and the Refinery waswitliing to make a reasonable settlement offer
until EIG incurred significant fees and costs. The Refinery argues that EIG’s motivation was not
to protect its copyrights but to obtain a windfall—as evidenced bynitsasonable settlement
offers and over-aggressiveggecution of its claims.

The Refinery points out that in pexsuting its claims, EIG incurred $2,373,381.25 in

attorneys’ fees. This is $1 million more thae tRefinery incurred defending EIG’s claims. By

23 The Court disagrees with the Refinery that the Gl@nterprise License was not a reasonable settlement
offer. The license offered some value to the Refindpreover, after incurring tee years of litigation expenses,
the Refinery made a Rule 68 offer for 80% of what it wWidudve cost it to purchase the Global Enterprise License
in 2015.

-10-



the time EIG sued the Refinery for infringement, EIG spent $103,887 reviewing and producing
thousands of documents that were likely to haveady been reviewed and produced in the 47
other copyright infringement lawsuits EIG chalready filed. When taking depositions, EIG
often used two or three lawyers to preparal attend the depositiomhile only one lawyer
guestioned the witness. After depositions of key withesses, two additional lawyers would review
the deposition, with one of these lawyers spegdignificant time creating a “digest” of the
deposition. In addition, EIG’sotinsel billed in quartehour increments, inditing its attorneys’
fees. Finally, EIG sought a total damage amai $50 million—a staggeng amount compared
to the amount of licensing fees it would have otsd over the period of alleged infringement.
The Court acknowledges that protecting onetsllectual property is a valid motivation
to pursue litigation. But EIG’s litigious condutlies this claimed motivation. EIG has filed
over 50 similar copyright infringement lawsuiggainst its subscribers. Furthermore, the
Refinery introduced evidence at trial showing th#E uses its copyright enforcement efforts as
a potential revenue stream, and ag pathese efforts, it planned to sue its larger clients. When
EIG’s conduct is viewed in this context, theutt cannot conclude thas underlying motivation
is solely to protect itsopyright registrations.
EIG argues that because the Galismissed the Refinery’opyright misuse claim, there
is no evidence that it acted with improper mdiwa in litigating this case. That argument,
however, inappropriately extends the Court'snswary judgment decign. Just because the
Court determined that the Refinery had not itetburden to show EIG engaged in copyright
misuse does not mean that the Court made determination regarding EIG’s motivation for

purposes of awarding attorneyees. EIG may not have actgdbad faith, buits conduct and

-11-



the evidence shows that it operated this litmatks profit center. Th@ourt therefore concludes
that this factor weighs agairsivarding EIG its attorneys’ fees.

3. Considerations of deterrence

The third factor in deciding whether to am fees is the need for compensation and
deterrence. EIG contends that #hés a critical need in this caB®a an award of attorney’s fees
that acts as a “viable deterrent.” But the Reafjiseactions reflect, and ¢éhjury verdict confirms,
that the Refinery has been deterred from commgjttuture infringement. The Refinery admitted
that it infringed EIG’s copyrighteavorks. It is no longer a subdoer to EIG’s publications.
And, the $1.2 million judgment far exceeds the $87,00&c@nse fees the Refinery would have
been required to pay for the three-year peEd@ is entitled to damages. Thus, there is no
reason that the Refinery nesth be further deterred.

Additionally, the fact that the jury found ahthe Refinery willfully infringed EIG’s
copyrighted publications does not mean tha&t @ourt should automatiba award attorney’s
fees. The jury instructionstated that the purpose ofatttory damages “is not only to
compensate EIG for its losses but also to peedilne infringer and detduture violations of
copyright laws.” The instructions also staieddetermining the amount of statutory damages,
the jury may consider “whether the Refinery irtt@mally, or willfully, or with reckless disregard
infringed EIG’s copyrights.” The jury ultimdie found that the Refinery willfully infringed

EIG’s copyrighted publications and presumaldhok this into account in determining the

24 See Under a Foot Plant, Co. v. Exterior Design,.,I2017 WL 3840260, at *3 (D. Md. 2017) (stating
that when a “plaintiff has successfulndicated the public interest in peating copyrighted works by securing
substantial damages” that weighs against fee shifting).

-12-



statutory damages award. Thus, the jury competida® and deterred the Refinery from future
infringement.

EIG cites Songmaker v. Forward of Kansas, IAtin arguing that a finding of willful
infringement sustains an awanfl attorney’s fees. That case, however, was a default judgment
case in which the Court awardésks as a matter of courde EIG also citefisihoyos v. John
Wiley & Son$ in arguing that “[clonsiderationsf deterrence may support an award of
attorney’s fees to the prevailing party where nohthe relevant factoristify denying such an
award, especially when willfuhfringement has been founé” But here, the other factors set
forth in Fogerty support denying EIG its fees. Willfihfringement alone does not justify an
award.

Overall, the Court cannot conclude thtae need for compensation and deterrence
justifies an award of attorney’s fees in this case.

4. Frivolousness

A frivolous claim supports aaward of attorney’s fees. A claim is frivolous when it
“lacks an arguable basis edthin law or in fact?® Neither party contends that this factor
impacts the Court’s analysis regarding whether EIG is entitled to attorneys’ fees. Therefore, the

Court will not consider it.

251993 WL 484210 (D. Kan. 1993).
2614, at *5.
272013 WK 1285153 (S.D.N.Y. 2013).

28 1d. at *4 (quotingNat'| Football League v. PrimeTime 24 Joint Ventut@1 F. Supp. 2d 458, 484
(S.D.N.Y. 2001)).

29 See Twentieth Century Fox Film Corp. v. Street88 F. Supp. 2d 1065, 1074 (D. Ariz. 2006) (quoting
Neitzke v. Williams490 U.S. 319, 325 (1989)).

-13-



5. Conclusion

After reviewing the factors set forth by the@eme Court, the Court declines to grant
EIG its attorneys’ fees. The Sepne Court has directed districtucts to give substantial weight
to the objective reasonablenesstlod losing party’s position, artie Court concludes that the
Refinery’s defenses, while not always nmmibus, were objectively reasonable. EIG’s
unreasonable litigation positions, including its essieely high settlement offers and damages
request from the jury, and its overly litigious nature suggest that EIG’s motivation was not solely
to protect its copyrights but tobtain a windfall. Furthermordhere is no need to advance
considerations of compensation and deterrenti@srcase given that EIG will receive more than
$1 million in statutory damages than it would have received had the Refinery paid its license fees
for the three-year period EIG is entitled to damages. The Court denies EIG’s motion as to its
request for attorneys’ fees.
C. EIG is entitled to its costs.

EIG asks the Court to award it $274,531.91 istsaunder § 505 of the Copyright Act.
The Copyright Act allows a district court @mward “full costs” as a matter of discretith.
District courts may also rely on Rule 54(d) the Federal Rules of Civil Procedure, which
provides that “costs—other than attorneyeg@d—should be allowed to the prevailing pafty.”

The costs available under Rule 54 are set forth in 28 U.S.C. §349&Mhile the Tenth Circuit

3017 U.S.C. § 505.
31 Fed. R. Civ. P. 54(d).

32 Under 28 U.S.C. § 1920, a party may recover (1) fees of the clerk or marshal, (2) fees for printed or
electronically recorded transcripts nssarily obtained for use in the case; (3) fees and disbursements for printing
and witnesses; (4) fees for exemplifiion and the costs of making copies of any materials where the copies are
necessarily obtained for use in this case; (5) docket fees under 18 U.S.C. § 1923 and (6) tompémnsart-
appointed experts, compensation of interpreters, andiesgldees, expenses, and costs of special interpretation
services under 28 U.S.C. § 1828.

-14-



has not ruled on whether recoyeof “full costs” under § 505is limited to those costs
specifically numerated in § 1920, five of the seven Courts of Appeah#vat considered the
issue have recognized that 8 505 allows recovery of additional costs not available under 28
U.S.C. § 19263

The Refinery contends that EIG should mat awarded its costs under § 505 of the
Copyright Act, but it does natddress whether EIG should bevarded its “full costs” under
§ 505 as opposed to those only provided by iVZBC. § 1920. Instead, the Refinery generally
argues that if the Court awarB$G its costs, then the Couticuld reduce the requested amount
because of EIG’s over-lawyering and duplicatiorihis case. The Court has already taken this
argument into account in denying EIG its attornegg'sfand declines to do so again with respect
to EIG’s costs. Accordinglythe Court will award EIG itsfull costs” under § 505 of the
Copyright Act3
D. The Refinery’s Rule 68 Offer for Judgment

The Refinery moves the Court for an awardt®fattorneys’ fees and costs incurred after
April 25, 2018, pursuant to Rule 68. Under R68{a), “a party defending against a claim may
serve on an opposing party an offer to allow juégt on specified termsyith the costs then

accrued.®® If the opposing party obtains a judgmerdttis less favorabléhan the unaccepted

33 Twentieth Century Fox Film Corp. v. Enter. Distributing29 F.3d 869, 885 (9th Cir. 2005)
(“[clonstruing § 505 as limiting the costs that may be awarded to any particular subset of taxabidéfectstely
reads the word ‘full’ out of the statute.nvessys, Inc. WicGraw-Hill Cos., Ltd, 369 F.3d 16, 22-25 (1st Cir.
2004); Adsani v. Miller 139 F.3d 67, 75 (2d Cir. 1998usan Wakeen Doll Co. v. Ashton Drake Gallerg¥®
F.3d 457-58 (7th Cir. 2001 oles v. Wonde283 F.3d 798, 803 (6th Cir. 2002).

34 As noted later in this Order, this amountosts will be reduced pursuant to Rule 68.

35 Fed. R. Civ. P. 68(a).
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offer, the opposing party “must pay tbests incurred after the offer was made.The purpose
of Rule 68 is “to encourage tdement and avoid litigation®® The language ofhe rule is
mandatory and leaves no diston to the district courf

The Refinery made a second offer for judgment on April 25, 2018, for $1.5 million. This
amount is greater than the $1.19 million judgment plus the $274,531.91 in “full costs” EIG asked
the Court to awaré® Therefore, the Court must determineetifer the Refinery is entitled to its
post-offer attorneys’ fees and costs under Rule 68.

1. The Refinery is not entitled to its post-offer attorneys’ fees.

Relying on Eleventh Circuit precedentJordan v. Time, In¢®® the Refinery asks the
Court to award its post-offer attorneys’ fees. E&Sponds that that the feery is not entitled
to its attorneys’ fees because it is not thevpiling party. EIG’s argument relies on the Supreme
Court’s language irMarek v. Chesrfy and other Courts of Appés decisions applying this
language to deny attorney’s feesa non-prevailing party in a copyright infringement lawsuit.

In Marek the Supreme Court held that a prevalcivil rights plaintiff who was awarded
an amount less than the defendant’'s Rule 68r aif judgment could not recover post-offer

attorney’s fees undet2 U.S.C. § 198% In making this determirian, the Court explained that

3 Fed. R. Civ. P. 68(d).
37 Marek v. Chesny73 U.S. 1, 5 (1985).
%8 intz v. Am. Gen. Fin76 F. Supp. 2d 1200, 1211 (D. Kan. 1999).

39 SeeFed. R. Civ. P. 68(dBogan v. Bostar489 F.3d 417, 431 (1st Cir. 2007) (“The ‘judgment finally
obtained’ includes the damage award plesqffer fees and costs actually awarded.”).

40111 F.3d 102 (11th Cir. 1997) (per curiam).
41473 U.S. 1 (1985).

421d. at 1.
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“the most reasonable inference is that the term ‘costs’ in Rule 68 was intended to refer to all
costsproperly awardable under the mlant substantive statutar other authority® Thus,
because 42 U.S.C. § 1988 permitted a prevailingnipiaio recover “a reasonable attorney’s fee
as part of the costs,” the Coumeld that “such fees are subjéotthe cost-shifting provision of
Rule 68.44

Section 505 of the Copyright Act includegoabey’s fees as part of the “costs” a
prevailing party may recover. Neither the Sarpe Court nor the Tenth Circuit, however, has
addressed the situation in this case—whetHesiag defendant may recover its post-offer fees
from a prevailing plaintiff under Rule 68. Theeea split of authorityamong the courts who
have addressed this issue. The Refinery tsk€ourt to adopt the marity position, which is
set forth by the Eleventh Circuit lordan Under this position, a non-prevailing defendant may
recover its post-offer attoey’s fees under Rule 68. In its decision, the Eleventh Circuit
focused on theMarek Court’'s observation that Rule 68 indes an award of attorney’s fees
when the underlying statute so prescritfesfinding Rule 68 to benandatory, the Eleventh
Circuit awarded a losing defendaait attorney’s fees incurreafter making its Rule 68 offéf.

EIG asks this Court to adopt the majority position. Under this position, the Copyright Act

provides for an award of fees only to theey@iling party, non-preailing defendants cannot

43|d. at 9 (emphasis added).
41d. at 8-9.

45 Jordan 111 F.3d at 103;ucas v. Wild Dunes Real Estate, .|t97 F.R.D. 175-77 (D.S.C. 200®aker
v. Urban Outfitters, Ing 431 F. Supp. 2d 351, 361-62 (S.D.N.Y. 2006).

46 Jordan 111 F.3d at 105.

471d.
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recover fees as part of their Rule 68 c8%ts his position is outlined in the Seventh Circuit's
decision inHarbor Motor Company, Inc. v. Arnell Chevrolet-Geo,.Irfln that case, the Seventh
Circuit relied on theviarek Court’s language that the term “costs” in Rule 68 referred to all costs
“properly awardable under the relevant subtte statute,” and thus concluded that a non-
prevailing defendant could not ra@r attorney’s feeander Rule 68 because such fees were not
“properly awardable” under the Copyright Ag2t.

This Court finds the majority position more persuasiveJdrdan the Eleventh Circuit
did not consideMarek’s “properly awardable” language atitus did not focus on the Copyright
Act’s limitation that attorney’s fees are only amdable to the prevailg party. In addition, the
Eleventh Circuit’s approach to $ideen criticized by ber courts, so much so that the Eleventh
Circuit has even acknoetiged its minority opinioP? Therefore, the Court declines to award
the Refinery its postfter attorneys’ fees.

2. The parties’ post-offer costs.

Because the Refinery’s offer for judgment was greater than the $1.19 million judgment
and the costs awarded to EIG, then EIG must pay the costs incurred after the second offer was
made>* This means that EIG must pay the sdsie Refinery incued after April 25, 2018? It

also means that EIG’s award of costs mustdakiced by the amount of costs it incurred after

48 See Harbor Motor Co., Inc. v. Arnell Chevrolet-Geo,. Ira65 F.3d 638, 645-47 (7th Cir. 200UMG
Recordings, Inc. v. Shelter Capital Partners, | Z@8 F.3d 1006, 1034 (9th Cir. 201Bpergy Intell. Group, Inc. v.
Kayne Anderson Capital Advisors, LB26 F.R.D. 453, 460 (S.D. Tex. 201Bpisson v. Banian Ltd221 F.R.D.
378, 382 (E.D.N.Y. 2004Bruce v. Weekly World News, In203 F.R.D. 51, 55 (D. Mass. 2001).

49265 F.3d at 647.

50 See Utility Automation 2000, Inc. v. Choctawatchee Elec. Co-op,,288 F.3d 1238, 1246 n.6 (11th
Cir. 2002).

51 Fed. R. Civ. P. 68(d).

52Lintz, 76 F. Supp. 2d at 1211.
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April 25, 2018. In other words, the Refinery is not required to pay EIG the costs EIG incurred
after April 25, 2018. The partiggave not provided the Courtitlv the amount of costs each
incurred after April 25, 2018 The Court therefore orders the parties to consult as to the
allowable costs each is to recgivand at the appropriate timegch party should file with the
Clerk a Bill of Costs listing the taxable andn-taxable costs eachdatitled to receive.

IT IS THEREFORE ORDERED that Defendants’ Motion for Attorneys’ Fees and
Costs Pursuant to Fedefdule 69 (Doc. 180) iSSRANTED IN PART AND DENIED IN
PART.

IT IS FURTHER ORDERED that Plaintiff's Motion for Atorneys’ Fees (Doc. 181) is
GRANTED IN PART AND DENIED IN PART .

IT IS SO ORDERED.

Dated this 30th day of January, 2019.

et P e

ERIC F. MELGREN
WNITED STATES DISTRICT JUDGE

53 The Refinery has provided the costs it incurred beginning April 25, 2018. However, that is the date it
made its second offer for judgment, and EIG is only required to pay costs incurred after the offer was made, which
would be costs incurred beginning April 26, 2018.
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