Martal Cosmetics, LT v. International Beauty, et al Doc. 521

UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF NEW YORK

______________________________________________________ X
Martal Cosmetics, Ltd.,
Plaintiff,

-against- Case No. 01-cv-7595 (TLM)

International Beauty Exchandpec. et al.,
Defendants,
______________________________________________________ X
RULING

This matter was tried before the Courtaabench trial on July 25-29 and August 1
and 2, 2011. At the close of trial, the Coadvised the attorneyer the parties that it
would issue a written ruling as soon as practicgossible after receipt of the attorneys’
post-trial filings that they hagreviously been verbally ordetdo file prior to and during
trial and memorialized by the Court’s Ordfted August 2, 2011. (Rec. Doc. 515).

In this ten-year old case, a number of issuese resolved by motion practice prior to
trial on the merits and are law of the case.nder the law of the case doctrine, a decision
on an issue of law made at one stage of a basomes binding precedent to be followed in
subsequent stages of the same litigationjh§Tdoctrine posits thavhen a court decides
upon a rule of law, that deasi should continue to govethe same issues in subsequent
stages in the same casdri’'re PCH Assocs949 F.2d 585, 592 (2d Cir. 199upting
Christianson v. Colt Indus. Operating Corg86 U.S. 800, 815-14,08 S.Ct. 2166, 2177
(1988)). “We have limited district courts’ recaasration of earlier decisions . . . by treating

those decisions as law of the case, which gavefistrict court disctéon to revisit earlier
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rulings in the same case, sultjezthe caveat that ‘wherdifants have once battled for the
court’s decision, they should neither beured, nor without good reason permitted, to
battle for it again.” Thus, those decisions nment usually be changeunless there is ‘an
intervening change of contrally law, the availability of ne evidence, orthe need to
correct a clear error or prevea manifest injustice.” Official Comm. of Unsecured
Creditors of Color Tile, Inc. v. Coopers & Lybrand, LLB22 F.3d 147, 167 (2d Cir.
2003)Quoting Zdanok v. Glidden Cp.327 F.2d 944, 953 (2d Cir.1964) aNdgin Atl.
Airways, Ltd. v. Nat'l Mediation Bd956 F.2d 1245, 1255 (2dli992)). The Court sets
out with specificity in its findings of fact and conclusions of law when it relies on decisions
made previously by other District Court Judgeghis litigation thatare “law of the case”
and are relevant to its decision on the issined¢ remained beforéhe Court that were
resolved by trial on the merits.

In any bench trial, the trial judge, as thedier of fact, has to evaluate the credibility
of the witnesses that testify, based on thmegses’ demeanor, apyevious inconsistent
statements made by a witness prior to andhduthie witness'’s triglestimony, the witness’s
explanation for any such inconsistent statemastaell as the documiamy evidence in the
record. The United States Sapre Court has stated that f{dll judges hae the unique
opportunity to consider the iglence in the living courtroormontext, while appellate judges
see only the cold paper recordGasperini v. Ctr. for Humanities, Inc518 U.S. 415, 438,
116 S. Ct. 2211, 2225 (1996)itktions omitted). The United &es Court of Appeals for
the Second Circuit has oliged that “the full flavor of dearing cannot be sensed from the

sterile sheets of a transcript’ABC, Inc. v. Stewart360 F.3d 90, 100 (2d Cir. 2004)
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(quotingSoc’y of Prof’l Journalists v. U.S. Sec’y of Lap646 F. Supp. 569, 578 (D. Utah
1985)). The Court’s findings dhact that follow are in no sall part based on the trial
judge’s view of the credibility othe witnesses that testified, based on their trial testimony,
as well as the documentary evidence and gkglanation of, or monciliation or lack
thereof, of any previous inconsistent stages, written or oral, made by a witness.

As a result of the footprint of the cargom in which the trial was conducted, the
trial judge was seated between three and sixdieeaich witness that testified as the witness
testified.

The first witness to testify on July 2526, 2011 in plaintiff's case-in-chief was
defendant Harry Aini (H. Aini). The second witss to testify onJuly 26, 2011 was
defendant Michael Aini (M. Aini The third witness to tesgifon July 27 and 28, 2011 was
defendant Jacob Aini, a.k.a. Ja&ki (J. Aini). The fourth witess to testify on July 29 and
August 1, 2011 was platiff Martal Cosmetic’s directoMarcus Sarner (Sarner). H. Aini
was recalled to testify in defendants’ caseshief on August 1 and 2, 2011. The fifth
witness to testify on August 2011 was Raquel Aini, a.k.&achel Aini (R. Aini), whose
testimony was given in plaiiff's case-in-chief.

In sum the Court founthe testimony of H. Aini, M. Aii, J. Aini and R. Aini riddled
with inconsistencies, contradicted @#mand again by the documentary evidence,
contradictory to their own témony during and prior to trighnd to the testimony of one
another on the same issue(s) on numeroussmta and almost totally devoid of any
reasonable, understandable exgaltion between the documentavidence and their oral

testimony despite being given thpportunity, in some instangenore than one opportunity,
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to explain the contradiction in the documewntavidence and their trial and previous
testimony and statements.

The Court found Sarner'sdgmony to be credible, geraly consistent and, given
his age, sight and other medical infirmitidéspughtful and deliberate, correcting himself
after reflection, in some instances whench correction might not necessarily be
advantageous to the claims hisrmqmany asserted in this litigation

In any trial, civil or criminal, there are twtypes of evidence the trier of fact may
consider: direct evidence, suah testimony of an eye witness\d indirect or circumstantial
evidence, the proof of circustances that tend to prove drsprove the existence or
nonexistence of certain other facts. Th& makes no distinain between direct and
circumstantial evidence. In a civil case swashthis one, depending on the nature of the
claim, the law simply requires that the trierfa€t find the facts from a preponderance of all
the evidence or by clear and carsing evidence. In this case, plaintiff's claims had to be
proven by a preponderea of the evidence and defendardffirmative defense had to be
proven by clear and convincing evidence.

The Court makes the following findings faict and conclusions of law pursuant to
Federal Rule of Civil Procedure 52(a). Ims®instances a finding of fact may also be a
mixed conclusion of law and mther instances a conclusion of law may include findings of
fact.

Findings of Fact

I. Background



. Plaintiff's complaint in this action wasléd on November 152001 in the United
States District Court for the Eastern District of New York. (Rec. Doc. 1).

. The case was originally assigned te tHonorable John @&éson, United States
District Judge. The case was re-assigte@dhe Honorable Sandra J. Fuerstein,
United States District Judge, on October 2803. The case was next re-assigned to
the Honorable Roslynn R. Mauskopf, Unit8thtes District Judge, on December 26,
2007. The case was transferite the undersigned, as wmiisg United States District
Judge, on August 19, 2009. (Rec. Doc. 409).

. Martal Cosmetics, Ltd. (Martal) is a Britisorporation founded by Marcus Sarner in
1966 that sells a varietygf health and bedy products andegan selling Symba
products, including Symba cream and Syrabap in West Africa and in the United
Kingdom in the early 1970s. Martal usedntract manufacturers to produce its
product. Sarner was the only employeeMdzrtal, although his wife assisted him.
(Sarner, Trial Tr., 802-07, July 28, 2011).

. The defendant Ainis are all members of Hane family. H. Aini, M. Aini and J.
Aini are brothers, and R. Aini is married doAini. (J. Aini, Trial Tr., 529-30, July
27, 2011).

. The remaining defendants, all corporationg, part of a hydra of corporations that
were owned by the AinisHomeboys International, Homeboys Discount, K.A.K.
Group, Inc. d/b/a International BealExchange (KAK), I.B.E. Cosmetics (IBE-NY)
and I.C.E. Marketing Corp (ICE).

a. H. Aini is the presidenand H. Aini and M. Ainieach own 50 percent of
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Homeboys International, whicwvas a retail store with up to four locations. (H.
Aini, Trial Tr., 58, 61-62, 6976, July 25, 2011; M. Ai, Trial Tr., 324, July
26, 2011). H. Aini and M. Aini pul@ased the fixtures and inventory of
Homeboys Discount from their brother Aini in 1995 to create Homeboys
International. (H. Aini, Trial Tr., 69-70, Bu25, 2011; J. Aini, Trial Tr., 533,
710-12, July 27, 2011; Defendants’ Bxii2). J. Aini testified that his
brothers paid $27,000 in cash and pthie balance of #1$150,000 purchase
price over time, but he could not remesnlover what period of time. (J. Aini,
Trial Tr., 711-12, July27, 2011). H. Aini tstified that Homeboys
International dissolved i8010. (H. Aini, Trial Tr., 57, July 25, 2011).

. H. Aini and M. Aini are also both 50ercent owners of ICE. (H. Aini, Trial
Tr., 78, July 25, 2011; M. Aini, Trialr., 289, July 26, 2011). ICE was an
importer and wholesaler of beautyoducts and contracted to manufacture
health and beauty products outside thé&té¢hStates. (H. Aini, Trial Tr., 175,
July 25, 2011; M. Aini, Trial Tr., 295July 26, 2011). MAIini was president
of ICE. (M. Aini, Trial Tr., 280, July 26, 2011).

. H. Aini was the 100 percent owner KFE-NY. (H. Aini, Trial Tr., 165, July
25, 2011; H. Aini, Trial Tr., 1285, Augudt 2011). IBE-NY was a distributor
of health and beauty products to reta)encluding Homeboy#ternational.
(H. Aini, Trial Tr., 170-71,July 25, 2011). In 1999. Aini purchased the
assets of KAK to form IBE-NY. (H. AiniTrial Tr., 171-73, July 25, 2011).

M. Aini was a 33 percent owner of KAK(H. Aini, Trial Tr., 171-73, July 25,
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2011; M. Aini, Trial Tr., 380). H. Aintestified that havas not employed at
KAK, but that he used a desk thereaabuyer from 1997 to 1999. (H. Aini,
Trial Tr., 171, July 25, 2011; H. Ainirrial Tr., 1433-34, August 2, 2011).

. ICE and IBE-NY shared the same nelaouse location at 56-25 Flushing
Avenue in Maspeth, New ¥k. (H. Aini, Trial Tr., I75, July 25, 2011). H.
Aini and M. Aini testified that part dBE-NY’s rental agreement was for it to
maintain the facilities, pay all the building’s expenses and pay for all the
employees, so ICE used IBE-NY’s employee to do all of the manual labor for
ICE. (H. Aini, Trial Tr., 176, July 252011; M. Aini, Trial Tr., 306-309, 421,
July 26, 2011). The Flushing Avenpeoperty was owned by Choul Realty,
which was owned by M. Ai. (H. Aini, Trial Tr., 176-77, July 25, 2011; M.
Aini, Trial Tr., 307, July 26, 2011). HAini testified that IBE-NY dissolved

in 2006 when he soldllahe assets to Sadi Srour, his first cousin, who had
been the warehouse manager for IB¥; who then formed International
Beauty Trade. (H. Aini, Trial Tr., 13855, August 1, 2011). International
Beauty Trade operates oot the same building, 56-25 Flushing Avenue, as
did IBE-NY, and H. Aini testified thaat the time of trial he worked at
International Beauty Traddéyuying and selling merchandise. (H. Aini, Trial
Tr., 168-170, July 25, 201 H. Aini, Trial Tr., 1353-55, August 1, 2011).

. M. Aini was also a 50 percent owner IFE-FL, a former defendant in this
action, with Symcha Horowitz, anotherioer defendant. (M. Aini, Trial Tr.,

319, July 26, 2011).



f. H. Aini testified he worked in his pars’ store, Sheila Discount, which sold
health and beauty productsill-time after he finished eighth grade. (H. Aini,
Trial Tr., 54-55, Jly 25, 2011).

g. Prior to 1995, J. Aini had retastores in New York called Homeboys
Discount, and wholesale operations acalBCE Wholesale, which was in the
export business, and Zuri, which waghe import business. (J. Aini, Trial Tr.
731-33, July 28, 2011). J. Aini téged that Homeboys Discount and ABCE
Wholesale were held in J. Aini’'s me, and Zuri was irR. Aini's name
although he testified in a hearing Aini v. Sun Taiyang Cpa case in the
Southern District of New York beforgnited States District Judge Lewis A.
Kaplan, on December 17, Hd 19, 1996 that all fowwtompanies were in his
wife, R. Aini’'s, name. (J. Aini, Triallr., 729-39, July 282011). The Court
found his explanation, that money betwdwm and his wife is shared even if
that is not what is témically reflected in the legal documents, not to be
credible.

6. The individual defendants contradicted thelwse on the issues of ownership of and
their relationship to the defendasdrporations on numerous occasions.

a. H. Aini contradictions:

I. H. Aini testified at trial that hevas the president and 50 percent
shareholder in defendant corpooatiHomeboys International (H. Aini,
Trial Tr., 58, July 25, 2011). However, in his depositiorbara Lee

Corp. v. Ainitaken July 17, 2003, H. Aini testified that he was the only
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owner of Homeboys International. (Kini, Trial Tr., 58-63, July 25,
2011). M. Aini owns tk other 50 percent of Homeboys International.
(H. Aini, Trial Tr., 69, July 25, 20)1 H. Aini also stated in an
affidavit (Plaintiff's Exhibit 1) inthis action that ICE was “my brother
Michael's separate company” but teigtif at trial that he was in fact a
50 percent owner of ICE. (H. Aintrial Tr., 95-96, July 25, 2011).
The Court found H. Aini’'s explanatn, that he was only involved in
the day-to-day running of Homebolygernational and that M. Aini ran
ICE (H. Aini, Trial Tr., 96-99, July25, 2011), not tdbe credible.
Plaintiff's Exhibit 2A is a busings card for ICE that reads “ask for
Mike or Harry”; however, H. Ainitestified that the card was never

used. (H. Aini, Trial Tr., 100-03, JuBb, 2011; Plaintiff's Exhibit 2A).

. At trial H. Aini testified that havas the 100 percent owner of IBE-NY;

however, in his deposition iBara Lee Corp. v. Ainiaken July 17,

2003, he claimed he could not recall whether he was the 100 percent

owner. (H. Aini, Trial Tr., 165-67, July 25, 2011).

At trial, H. Aini testified thathis parents lent m the money to buy
Homeboys International (H. Aini, Tiidr., 70-71, July25, 2011), but

in his deposition taken July 17, 2003Sara Lee Corp. v. Ainhe was
unable to remember which family member lent him the money (H.

Aini, Trial Tr., 73-75, July 25, 2011).

iv. On the first day of his testimony, JuBRb, 2011, H. Aini testified that
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when J. Aini was working in Paritie did not know if J. Aini was
doing business for Homeboys andattthe did not know where his
brother was working when he was inriBa (H. Aini, Trial Tr., 111-12,
114, July 25, 2011). However, the nebty, H. Aini testified that he
knew J. Aini “was working in A& using the Homeboy's name and
had nothing to do with my companitt he gave J. Aini permission to
use the Homeboys name. (H. Aini,idlrTr., 240, 263-64, July 26,
2011).
b. M. Aini contradictions:

i. At a contempt hearing conducted in 2002 this proceeding before
United States Magistrate Judge Am®n Chrein, M. Aini testified that
he was the owner of ICE; however, alirM. Aini testified that he and
H. Aini were each 50 percent sharatet in ICE. (M. Aini, Trial Tr.,
287-91, July 26, 2011). The Court f@uM. Aini’s explaration, that he
just forgot, not to be credible, p@ularly in light of M. Aini’s
deposition testimony ofanuary 11, 2001 iinternational Cosmetics
Exchange, Inc. v. Gapardis Health and Beauty, wben he stated,
correctly, that he and H. Aini wereach 50 percent shareholders of

ICE. (M. Aini, Trial Tr., 292-95, July 26, 2011).

! The Court notes that in théafrtranscript plaintiff's counseteferred to it as the June 2002
contempt hearing (Trial Tr., 28duly 26, 2011); however, the dockeveals that the hearing was
commenced on May 21, 2001 and continued to 28n@nd 26, 2002, before Magistrate Judge A.
Simon Chrein. (Rec. Docs. 64, 77-79).
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ii. At his deposition inSara Lee Corp. v. Airtaken on August 5, 2004,
M. Aini did not know the differace between Homeboys Discount, the
company whose assets his brother &i Aold to him and his brother H.
Aini, and Homeboys International,glcompany M. Aini and H. Aini
formed with those assets and each owned 50 percent of. (M. Aini, Trial
Tr., 325-29, July 26, 201). At that same deposition on August 5,
2004, M. Aini also stated he dibt have any ownership in Homeboys
International. (M. Aini, Tri&Tr., 326-29, July 26, 2011).

iii. Further, in his Augush, 2004 deposition i®ara Lee Corp. v. AinM.
Aini stated that J. Aini did not have a position at I@Byever, at trial
M. Aini testified that J. Aini wasexretary for ICE. (M. Aini, Trial Tr.,
334-40, July 26, 2011).

c. J. Aini contradictions:

I. J. Aini testified at trial that he kbhis Homeboys Discount stores to his
brothers H. Aini and M. Aini in1995 when he moved to Paris;
however, in his deposition taken tinis proceeding omMovember 27,
2001, he stated that he sold HomebDyscount to his brother H. Aini.
(J. Aini, Trial Tr., 533-36, July 27, 2011).

ii. J. Aini further testified in his Bvember 27, 2001 deposition in this
proceeding that M. Ainwas the only owner of IE. (J. Aini, Trial Tr.
644-45, July 27, 2011). The Court falJ. Aini’s explanation, that he

found out about H. Aini’'s interesn ICE when plaintiff's counsel
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subpoenaed tax returns during this atign, not to be credible. (J.
Aini, Trial Tr., 647-49, July 27, 2011).
Il. J. Aini involvement

7. Since the early 1980s, J. Aini has ownand operated businesses in the beauty
products industry. (J. Aini, Trial Tr., 533uly 27, 2011). He started Homeboys
Discount retail stores in the early 1980%1 ABCE, a wholesale business, in around
1987. (J. Aini, Trial Tr., 53, 536-38, July 27, 2011).

8. At some point in 1988 or 1989, J. Aini aRd Aini met Sarner in England to discuss
importing Symba into # United States. (J. Aini, Tridlr., 676-78, July27, 2011; J.
Aini, Trial Tr., 756-57, July 28, 2011, 8eer, Trial Tr., 857-58, July 28, 2011).

9. In 1989, Martal began distributing la&rgcommercial quantitiesf Symba products
directly into the United Statebrough J. Aini. (Sarner, i&d Tr., 1139-43, July 29,
2011).

10.J. Aini testified that he started a coamy with the same name as a well-known
African line of makeup, Zuri, and was suaylthe owner of the trademark. (J. Aini,
Trial Tr., 551-53, July 27, 2011). He tiéied that he settlethe case and dissolved
Zuri after liquidating the company’s assetgJ. Aini, Trial Tr., 553-56, July 27,
2011). ICE took over Zuri’'s customertligwhen it dissolved and J. Aini moved to
Paris. (Finding of Fact 12.a).

11.J. Aini sought to enter into an exd\s distribution agreesnt with a Dominican
Republic company called Laboratorias Rold@h Aini, Trial Tr., 574-75, July 27,

2011). When Laboratorias Roldan refuse@mnber into an excluty agreement, J.
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Aini and R. Aini partneré with Symcha Horowitz tcstart a corporation named
Roldan in the United &tes in 1993. (J. Aini, Trialr., 560-62, July27, 2011). J.
Aini’'s Roldan, on advice of counsel, contredto have manufactured its own version
of Roldan beauty products and appliedtfog United States tradhark of the Roldan
mark. (J. Aini, Trial Tr., 575July 27, 2011).J. Aini chose the name Roldan. (J.
Aini, Trial Tr., 562, July 272011). J. Aini testified that he made all of the major
decisions in the Roldan company. (J. Aifrial Tr., 564, July27, 2011). Although
there are some factual differences betweenRblelancase and the case presently
before the Court, the Second Circuit hdgeteon prior trademark suits as evidence
of willfulness. Bambu Sales v. Ozak Trading In68 F.3d 849, 85 (2d Cir. 1995).

J. Aini, R. Aini, Horowitz and J. Aini'g€ompanies Roldan, ZiyHomeboys Discount
and ABCE Wholesale were all sueddy the Dominican Republic company
Laboratorias Roldan and led States District Judge K. Michael Moore of the
Southern District of Florida, issued a lopreénary injunction against the defendants in
the Roldancase. Defense counsel stipulated thatcase settled and was dismissed.
(Trial Tr., 584-85, July 27, 2011).

12.J. Aini’'s involvement with ICE: J. Aini testified that héhad nothing to do with
ICE.” (J. Aini, Trial Tr.,613-14, July 27, @11). However, his testimony and the
record contradict that statement.

a. ICE took over the customers of J. Aini's company, Zuri, when J. Aini
liquidated Zuri and moved to Paris in9® (M. Aini, Trial Tr., 284-87, July

26, 2011 see alsd=inding of Fact 10).

13



b. J. Aini was the secretary for defend#@E and a buyer, witthe authority to
make purchases of beauty produfitsm foreign manufacirers on ICE’s
behalf. (M. Aini, Trial Tr., 296-97, Julg6, 2011; J. Aini;Trial Tr., 640-41,
July 27, 2011). J. Aini ab testified that he was lgra buyer’s agnt for ICE,
trying to bring in newprojects, i.e. product lines, to earn a commission. (J.
Aini, Trial Tr., 601, July 272011). J. Aini later testified that he was not
involved with buyig any goods for ICE. (J. Al, Trial Tr., 756, July 28,
2011).

c. J. Aini stated in a sworn dechtion dated June 11, 20071i€.E. Marketing,
Corp. v. Neutrogena Corghat he was the secretary of ICE from April 1995
to 2007, but H. Aini testiéd that J. Aini was not the secretary of ICE. (H.
Aini, Trial Tr., 178-81, July 25, 2011).

d. M. Aini testified that whenever ICE wasvolved in a lawsuit, J. Aini handled
it for ICE. (M. Aini, Trial Tr., 343-44, July 26, 2011). J. Aini also signed a
loan of about $300,000 on behalf of IQ&; Aini testified that he gave J. Aini
permission to sign the loan contractM. Aini, Trial Tr., 344-45, July 26,
2011). M. Aini also testified he gave Aini permission to file a complaint on
behalf of ICE that stated that J. Aiand his father-in-law owned ICE. (M.
Aini, Trial Tr., 348-52, July26, 2011). M. Aini also #ified that J. Aini was
copied on a letter to ICE’s insurancergar about coverage for this litigation
because J. Aini “was responsible fandling the insurance.” (M. Aini, Trial

Tr., 354-56, July 26, 201 Plaintiff’'s Exhibit 40).
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e. J. Aini testified that when he returnédm Paris in 1997 he used an office in
the 56-25 Flushing Avenue, where I@Rd IBE-NY were located, to watch
the stock market with M. Aini. (J. Ai, Trial Tr., 613, Jly 27, 2011).

13.J. Aini’s involvement with Homeboys:

a. Plaintiff's Exhibit 2B is a business cardrfd. Aini and R. Aini that lists them
as buyers and agents of both ICEl dhomeboys. (H. Aini, Trial Tr., 104,
107, July 25, 2011Plaintiff's 2B). H. Aini testified that the information
contained on the card was not corrg¢d. Aini, Trial Tr., 105, July 25, 2011).
Although H. Aini testified that théHomeboys International in Paris had
nothing to do with his New York-bad Homeboys International (H. Aini,
Trial Tr., 263-64, July 26, 2011) andatithe information on the card was not
true (H. Aini, Trial Tr., 104-05, July 22011), the card lted offices in New
York, as well as Paris and Belgiufoy Homeboys, and Paris and New York
for ICE, and listed 56-25 Flushing Awee as the New York office address,
which was the location of ICE and IBRY. (Plaintiff's Exhibit 2B).

b. Plaintiffs Exhibit 3 is a business cardr J. Aini andR. Aini, listed as
Cosmetique Consultants, which liske Homeboys International address and
the store’s phone number and fax numbéH. Aini, Trial Tr., 115-17, July
25, 2011; Plaintiff's Exhibit 3).

c. J. Aini testified that heeceived a letter from ansarance company, addressed
to him at Homeboys, Inc., at the 180% Church Street, Brooklyn address of

the Homeboys International owned by histher H. Aini. (J. Aini, Trial Tr.,
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619-22, July 27, 2011, &htiff's Exhibit 5). The Court found J. Aini’s
explanation, that the claim wasrfa product he had worked on and the
insurance company contacted him becaugas his insurance company when
he ran Homeboys Discount, (J. Aini, Trier. 620-22, July27, 2011), not to
be credible.

d. J. Aini, in a deposition taken irB.E., Inc. v. Balekjiaron December 8, 2003,
when asked “[w]hat is the name gbur retail store?” stated “Homeboys
International.” (J. Aini, Trial Tr., 6227, July 27, 2001 The Court found
his explanation, that earlier in thepdsition he had statdlat he owned the
retail store prior to moving to ParisidH. Aini and M. Aini owned it at the
time of the deposition (J. Aini, Trial Ti627-31, July 27, 2011), explained, in
part, the inconsistency, but dembvagsed yet again how inextricably
intertwined the Aini brothers and theriaus corporations were and their near
constant conflation of thentities and ownership.

14.J. Aini involvement in IBE-NY

a. J. Aini, as secretary for IBE-NY, filed petition for cancellation on behalf of
IBE-NY against G.I.P. C.I. Inc. beforéhe United States Patent Office
Trademark Trial and Appe&loard on May 102006. In the petition, actions
of J. Aini, such as going to Europe $ecure proprietary ghts to skin care
products and making arrangements forgheducts to be “manufactured, and
packaged, in Switzerland, @rhen shipped to New York” were attributed to

IBE-NY. (H. Aini, Trial Tr., 155-56, Jul\25, 2011; J. AiniTrial Tr., 771-78,
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July 28, 2011; Plaintiff's Exhibit 19)However, H. Aini testified that IBE-NY
never contracted for the manufacture of products abroad. (H. Aini, Trial Tr.,
1357, August 1, 2011). H. Aini testifigdat he gave J. Ai the authority to
act on IBE-NY’s behalf in the lawsuds the secretary of the corporation
because IBE-NY was the stomer and needed to kiee petitioner to show
lost sales. (H. Aini, Trial Tr., 150-54uly 25, 2011; H. A, Trial Tr., 1367-
75, August 1, 2011; H. Ai, Trial Tr., 1425-28, Agust 2, 2011). However,
H. Aini also testified that he noniger owned the conamy when the petition
was filed in 2006. (H. Aini, Trialr., 167-70, July 25, 2011).

. J. Aini testified from 1997 to 2002 le®uld not recall whether he was a buyer
for IBE, (J. Aini, Trial Tr., 615, July 272011), but later testified that he never
made purchases for IBE-NY. (J. Aifirial Tr., 755, July 28, 2011).

. On October 1, 2001, J. Aini, alongitlv M. Aini, received a fax for an
exclusive distributorship with M.C.AMedical addressed to IBE-NY and J.
Aini responded to the fax with a handiten note. (Plaintiff's Exhibit 14, at
820; J. Aini, Trial Tr., 764-69, July 22011). Although J. Aini and H. Aini
testified that the project was for ICEdathat the sender of the fax had been
confused by the IBE-NY sign outsidine warehouse at 56-25 Flushing
Avenue and the contract was eventualiyned on behalf of ICE (J. Aini, Trial
Tr., 768-69, 789-94, Julg8, 2011; H. Aini, TrialTr., 1363-64, August 1,
2011; Plaintiff's Exhibit 14, at 823Defendants’ Exhibit 121, at 377), the

exhibit and testimony demonstrate yet again that customers were unable to
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distinguish between the Ainis’ corporagatities. The Court notes further that
when MCA drafted the contract, theysifgnated J. Aini as the chairman of
ICE, and he crossed it oahd wrote “buyer'sagent.” (J. Aini, Trial Tr., 787,
July 28, 2011; Plaintiff’'s Exhibit 14, at 823)

15.J. Aini involvement with Symba products:

a. J. Aini testified that he called Mait during 1997 and 999 about getting
Symba for a cheapqrice and inquiring whether the cheaper Symba product
that was available in the market wasunterfeit or whether that product was
instead meant for the Africamarket. (J. Aini, TrieTr., 634-35, July 27,
2011).

b. Martal’s March 12, 1999 letter ending #ales relationship with IBE-FL was
addressed to J. Aini, although J. Airstieed he did not sethe letter in 1999.
(J. Aini, Trial Tr., 635-36, July 27, 2011 However, M. Aini testified that J.
Aini told him about the letter. (M. Aini, Trial Tr., 377, July 26, 2011).

c. Sarner testified that in his early retatship with J. Ainithe corporate entities
changed all the time and Iséll spoke to J. Aini wherne began shipping to
IBE-FL. (Sarner, Trial Tr., 859-60, JuB8, 2011). Sarner testified that he
assumed J. Aini owned the retailos where investigators purchased
counterfeit product in 199Because that was how J.rAheld himself out to
Sarner in his transactions with hirgBarner, Trial Tr., 1163-64, August 1,
2011). Sarner testified that J. Aini sv&he only person that | spoke to” about

the counterfeit Symba. (Sarner, Triat.,T1165, August 12011). Sarner
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testified he was not aware that J. Aaver left New York to go to Paris in
1995. (Sarner, Trial Tr., 1166-67, August2011). Sarner testified that he
had conversations with J. Aini duringetiperiod 1995 to 1999 because J. Aini
approached him about getting a chegmiére for the Syméa goods. (Sarner,
Trial Tr., 1171, August 1, 2011).

d. J. Aini contacted E-Pac, the manufaer of Symba Cream, and Sarner after
the July 2001 Queens DA seizure and\ihi was the one who told M. Aini
that there were illegitimate Symba prothum the United States because they
were being sold for less thaost. (M. Aini, Trial Tr., 383-84, July 26, 2011,
J. Aini, Trial Tr., 650-51, July 27, 2011)Although M. Aini testified that J.
Aini was involved only in kinging new products to IE and not with the older
products that ICE had acquired from J. Awtien he left for Paris, and that he
did not buy Symba product after he meied to the Unitedbtates, the Court
found this testimony not to be credibléM. Aini, Trial Tr., 412-16, July 26,
2011).

lll.  R. Aini involvement

16.At trial H. Aini testified that R. Ani was a housewares buyer for Homeboys
International, but in his deposition 8ara Lee Corp. v. Airtaken July 17, 2003, he
stated that R. Aini had never workedriameboys. (H. Aini, Trial Tr., 121-24, July
25, 2011). The Court found his explanatidhat he believed he was answering a
prior question, whether R. Ai worked at Homeboys #te time of his deposition (H.

Aini, Trial Tr., 251, 254, July®6, 2011), not to beredible. H. Aini testified that R.
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Aini was not a manager at Homeboys In&ional but a housewares buyer; however,
she signed a credit applian for a plastic housewares company as a general
manager and bookkeeper for Homeboys Intisnal. (Plaintiff'sExhibit 8; H. Aini,

Trial Tr., 121-24, July 25, 20)1 R. Aini testified that she filled out the application
based on H. Aini’'s instructions. (R.#j Trial Tr., 1525-28, August 2, 2011).

17.R. Aini had her own Homeboystationary that she testified she used to leave notes
for H. Aini. (R. Aini, Trid Tr., 1529-31, August 2, 2011).

18.R. Aini testified that J. Aini put her n@ on business cards because she could help
with translation as she speaksabic, French and Hebrew in addition to English. (R.
Aini, Trial Tr., 1488-89, 15086, 1517-20, August 2, 2Q; Plaintiff's Exhibit 3).
Plaintiff's Exhibit 3 is a card for J. Airand R. Aini, Cosmetiqu€onsultants, which
uses the Homeboys International addras4805 Church Avenue and the store’s
telephone number. (R. Aini, Tridk., 1520-22, Augst 2, 2011).

19.R. Aini testified that she did receive dtér addressed to her at ICE in Paris from
Diana de Beauté that referenced hdl @ad Diana Cream buglthough the letter
was written in English, explaéd that Diana de Beautéoke Arabic and French and
that was why she had callékde company. (R. Aini, Tal Tr., 1509-12, August 2,
2011).

20.R. Aini testified that she @hJ. Aini received a lettdrom an acquaintance in Paris
who wanted them to try to introduce hi®gucts to the United States and the letter
was sent to 1805 Church Avenue Brooklyn, the location of Homeboys

International, on February 22002. (R. Aini, Trial Tr.1513-1515, August 2, 2011;
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Plaintiff's Exhibit 6).

21.R. Aini testified that she and J. Aini weto England and met Sarner in or about
1988, but testified that she was not veryolved in the conversation and did not pay
attention. (R. Aini, Trial Tr., 1495, August 2, 2011).

22.R. Aini testified that she recognized hHersband’'s company Zuri because it is her
son and father's name, but at her depositiothis case taken April 1, 2003, she
testified that she did nonkw if she recognized the namé&R. Aini, Trial Tr., 1496-
97, August 2, 2011). R. Airestified that she was “not my head” due to personal
problems during her pregnancy at the timéerf April 1, 2003 deposition. (R. Aini,
Trial Tr., 1498, August 2, @1). R. Aini testified at trial that the address of
Homeboys International in Parwas 10 Boulevard de Strasbourg, but at her April 1,
2003 deposition she testified that shevareknew of the Honmimys International
location in Paris. (R. Aini, Trialr. 1507-08, August 2, 2011).

IV.  Defendants’ Willfulness

23.M. Aini, who owned 50 percent of IBE-Flgstified that in 197 and 1999, IBE-FL
sent samples of Symba soap and Symbkararto Martal and received no response.
(M. Aini, Trial Tr., 445-52, Jly 26, 2011, Plaintiff's ExHit 140). Sarner testified
he did respond to Symcha Horowitz i89%/, the other 50 peent owner of IBE-FL,
and informed him whether the sample®re counterfeit or not, but could not
remember at the time he tidied at trial whether what Howitz had sent to him was
in fact counterfeit. (Sarner, Trial Tr., 9035 July 28, 2011). $aer later testified

that he believed the 1997 shipment fronré¥aitz contained a very crude counterfeit
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but that he did not think the samples senthe 1999 shipment were counterfeit.
(Sarner, Trial Tr., 911-14, Bu28, 2011). Howeverin his written responses to
guestions posed by fdmdants, Sarner stated the séspf Symba soap sent in 1999
were counterfeit. (Sarner, Trial Tr., 922-23yJ28, 2011). Sarnalso testified that
he thought the tubes sent by Horowitzrevgpart of a business ploy to become
Martal's exclusive distributoand he did not take the waterfeiting seriously in 1997
because Horowitz was the Igrone of his distributorsvho sent him any allegedly
counterfeit product. (Sarner, Trial Tr., 908; July 28, 2011).At the time of the
April 1999 shipment, Sarner testified thla¢ had already discovered counterfeit
product on sale at the Ainis’ store, sovia@s not prepared to give Horowitz a list of
the differences between gene and counterfeit Symba besauhe worried that the
counterfeit product would appear on the nearwithout these differences. (Sarner,
Trial Tr., 923-24, July 28, 2011).

24.In January 1998, M. Aini testified IBE-F&ent Martal a draft agreement that would
make IBE-FL its exclusive importer iflorida and allowedBE-FL to enforce
Martal's Symba trademark on behalf of N&. (M. Aini, Trial Tr., 459-60, July 26,
2011, Defendants’ Exhibit 30)Sarner testified that he resfed the offer to enter into
an exclusive deal in Januai@98 because he did not want to give anyone exclusive
rights and he had suspicions of countéirfg and concerns about the Ainis’ and
Horowitz’'s involvement in theRoldan case. (Sarner, Trial Tr., 863-65, July 28,
2011;seeFinding of Fact 11).

25.IBE-FL also sent a letter to Sarner orlyJ@4, 1998 requesting that Martal allow

22



IBE-FL to send a letter out t8ymba customers stating that IBE-FL is the exclusive
distributor of Symba products, and Mar&éadd IBE-FL would take “immediate legal
action against any manufacturers, importeisiributors or sellers of unauthorized
Symba.” (M. Aini, Trial Tr., 454-56, July 2&011; Plaintiff’'s Exhibit 140). M. Aini
testified IBE-FL never receed a response from Sarnegaeding the letter it wanted
to send to customers. (M. Aini, Tridlr., 456, July 26, 2011). However, Sarner
testified that he refused the offer and affer from J. Aini to help stop the
counterfeiting because he didt want to give any oneompany the rights to Symba
because he would lose control of its dimition and because heotight that J. Aini
would “do what he liked with the producif he were the exclusive distributor.
(Sarner, Trial Tr., 866-69, July 28, 2011).

26.Martal made its last shipment of SymigalBE-FL on Novembr 12, 1998 because
Sarner discovered in early 1999 that deuieit Symba was being sold in stores
owned by the Ainis. (M. Aini, Trial Tr.363, July 26, 2011; Sarner, Trial Tr., 861-
62, July 28, 2011; Plaintiff &xhibit 139). OnMarch 12, 1999, Sarner sent J. Aini,
and Symcha Horowitz a letter informingeth of Martal’'s decision to make Symba
freely available rather than limit its salesowly IBE-FL. (Plaintiff's Exhibit 52).

27.M. Aini testified that he, Horowitz and. Aini inspected # Symba product after
receiving the letter from Martal in Mard®99 and did not notice spelling errors on
the packaging. (M. Aini, Trial Tr376-78, 435-41, July 26, 2011).

28.Although samples were sent to Martal, JniAestified that helid not ask in writing

that Martal send samples genuine Symba focomparison either before the July
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2001 Queens DA seizure or between thg 2001 seizure and the November 2001
seizure. (J. Aini, Trial Tr., 658-59, July 27, 2011).

29.The Court inspected s®mles of genuine ahcounterfeit SymbasgeTrial Tr., 989-
90), July 29, 2011). s law of the case that the f8pa product that was seized was
counterfeit (Report and Recommendation d&egdtember 22, 2006 (Rec. Doc. 338,
at 34), adopted in pertinentnpéy Opinion and Order dfinited States District Judge
Sandra J. Fuerstein datdthrch 22, 2007 (Rec. Do854)), that counterfeit goods
were sold by KAK, Homebdg and IBE-NY (Rec. Doc. 338, at 34), that ICE
distributed and sold counterfgibods (Rec. Doc. 338, at)3@nd that H. Aini and M.
Aini were the “moving, active consciodsrce” behind the corporate defendants’
infringing conduct and are personally lialite trademark infringement. (Rec. Doc.
338, at 38 and 39).

30.H. Aini and M. Aini were not present ifdhe July 19, 2001 Queens DA seizure as
they were in Las Vegas. (J. Aini, Triat.T702, July 27, 20%1H. Aini, Trial Tr.,
1413, August 2, 2011).

31.J. Aini testified that after the Queeml¥A seizure, he called Sarner, E-Pac, the
manufacturer of Symba cream, and Milo Cosmetics, the faetwwer of Symba
soap,and he and M. Aini went into the stookom, but said thdtecause they were
not told of the differences between genuamal counterfeit products, “there was not
much to look at.” (J. Aini, Trial ., 650-51, 657, July 27, 2011).

32.J. Aini testified that during the July 20Q@ueens DA seizure he was not told why the

investigators were there, that they seitdother products in addition to Symba and
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that he was not on notice until the secemtzure in November 2001 that the Symba
goods seized were being gl to be counterfeit. (Aini, Trial Tr., 702-04, July
27, 2011). However, each of the Aini bvets testified that they inspected the
remaining Symba goods after the seizurln addition, J. Ainitestified that he
contacted E-Pac after the seizure (Findifid-act 31) and E-Pac responded by fax
dated July 23, 2001 addressed to “Mr. JAck, I.C.E., New York” and informed J.
Aini that “[i]t is clear that counterfeit pduct from West Africa has been shipped to
European and North Amean markets.” (Plaintiff's Exhibit 25, at 1310).

33.H. Aini testified that after the Queens DAz&ee in July 2001 at the 56-25 Flushing
Avenue warehouse, he inspstithe Symba product that svieft, which he estimated
to be between 10 and 20 cases, and wasletto tell that it was counterfeit. (H.
Aini, Trial Tr., 191-95, July25, 2011; H. Aini, Trial Tr.1332-33, August 1, 2011).
H. Aini testified that he di not notice any spelling erroos the packaging. (H. Aini,
Trial Tr., 208, July 25, 2011). H. Aini t&fsed that he “looked at it, | examined it
and | smelled it” but admittede had not smelled the proxt before the July 2001
seizure. (H. Aini, Trial Tr., 1300, Augudl, 2011). H. Aini testified that he
contacted IBE-FL and Arta, a company lmed bought Symba from, and concluded
that the Symba product wasrggne. (H. Aini, Trial T., 210, July 25, 2011). H.
Aini testified that IBE-NY was selling 4,000;000 different types of product in 1999
to 2001. (H. Aini, Trial Tr., 1291, August 2011). H. Aini testified that he was
“somewhat” familiar with all the product8E-NY sold, but that products changed

their packaging “all the timé.(H. Aini, Trial Tr., 1295,1297, Augustl, 2011).
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However, H. Aini further testified thabte was never confused about the Symba
product packaging and neveonsidered the possibilitthat the counterfeit Symba
might have been a neversion of Symba. (H. AiniTrial Tr., 1356-57, August 1,
2011).

34.M. Aini testified that he inspected ti®&mba product after the Queens DA seizure
and did not notice any spelliregrors on the paelging. (M. Aini, Trial Tr., 384-86,
443, July 26, 2011). M. Ai testified that there is no way to tell the difference
between the genuine and counterfeit Symba. AMi, Trial Tr., 488, July 26, 2011).

35.H. Aini testified that after the Queens DAB@e his brothers hired a lawyer to help
them find out if the Symba product ldfehind was legal anthat the lawyer’s
response was “if they left it there after tpisriod of time, they probably left it there
because it was okay.” (H. Aini, Trial Tr., 19202, July 25, 2011). M. Aini similarly
testified that the criminal attorney adwisthem that after two months when the DA
did not file formal chargeshey were allowed to sell ¢hSymba product that was left
behind. (M. Aini, Trial Tr., 44-45, July 26, 2011)J. Aini likewise testified that the
lawyer told him that since the DA was iretlvarehouse for so maimpurs that if the
product was left, whichever product it wéis's probably okay.” (J. Aini, Trial Tr.,
652, July 27, 2011). The Court found tAmis’ testimony that they relied on their
criminal lawyer’s advice to continue tolls8ymba products that we left behind not
to be credible. ICE and BNY sold Symba soap ameam after the July 2001
Queens DA seizure. (H. Aini, Trial Tr., 19B84ly 25, 2011 (IBENY); M. Aini, Trial

Tr., 384, July 26, 2011 (ICEPRIaintiff's Exhibit 22, at 166-1180; Plaintiff’'s Exhibit
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23, at 1251-56; Plaintiff’&xhibit 24, at 1304-07).

36.H. Aini testified that he believed the pradihe had was genuine and still does. (H.
Aini, Trial Tr., 195-96, July25, 2011; H. Aini, TrialTr., 1298-1301,August 1,
2011). H. Aini stated that “[w]hen yoare in the business as long as | have, you
know when something is genuine.” (H. Aifirial Tr., 1316, August 1, 2011). H.
Aini further testified that “lhave never been more certéat the products that | was
selling were genuine” because tliel not receive any compids about the product.
(H. Aini, Trial Tr., 1317-1318August 1, 2011).

37.Sarner testified unless someone was alaeguser of the product they probably
would not be able to tell the differencetlween the counterfeitnal genuine Symba.
(Sarner, Trial Tr., 929, July 28, 2011; Sarner, Trial Tr., 1249, August 1, 2011).

38.H. Aini testified that neithed. Aini nor M. Aini evertold him prior to the Queens
DA seizure that there was counterfeit Symba in the marketplace. (H. Aini, Trial Tr.,
201, July 25, 2011; H. Ai, Trial Tr., 1352-53, August, 2011). The Court found
this testimony not to be credible.

39.M. Aini testified that he was awareelte was counterfeit 8yba product in the
market beginning at least in early 1999.. (i, Trial Tr., 375, July 26, 2011).

40.After the filing of this action on Novembés, 2001, based on a@x parte Order to
Show Cause signed by Judishn Gleeson on November 2901 (Rec. Doc. 2, also
Plaintiff's Exhibit 20), plantiff conducted a second seizure at 56-25 Flushing Avenue
on November 20, 2001 and confiscatedirterfeit Symba soap and Symba cream.

(Report and Recommendation dated SepterBBef006 (Rec. Doc. 338, at 16 and
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30-34), adopted in pertinent part by Opmiand Order of United States District
Judge Sandra J. Fuerstein da#atch 22, 2007 (Rec. Doc. 354)).

41.M. Aini testified that he was present ftitre November 2001 seizure and that after
that seizure he inspected the premisese® if there was me Symba product and
found nothing. (M. Aini, Tri&Tr., 388, July26, 2011).

42.Plaintiff and defendants entered intocansent Preliminary Injunction Order of
December 11, 2001 that prohibited deferiddrom “using products bearing plaintiff
Martal Comestics, Ltd.’s . . . Symba teadarks” and “[flrom possessing, receiving,
manufacturing, assembling, distributingyarehousing, shipping, transshipping,
transferring, storing, advesing, promoting, offeringselling, offer or holding for
sale, disposing, or in arother manner handling or deaji with any good packaging,
wrappers, containers and recepticalsc][s and any catalogues, price lists,
promotional materials and the like beayia copy or colorable imitation of the
Symba trademarks and/orettSymba trade dress.” (Relboc. 11, Order including
Preliminary Injunction).

43.It is law of the case that between Marz#h, 2002 and April 3, 2003, the Kessler
Firm, Martal's investigators, made puedes of counterfeit soap from retailers
including Homeboys. (Report and Recommendation dated September 22, 2006 (Rec.
Doc. 338, at 17), adopted ertinent part by Opinioand Order of United States
District Judge Sandra J. Fuerstdated March 22, 2007 (Rec. Doc. 354))

44.0n April 24, 2002, the platiff conducted a final seizurggursuant toJudge John

Gleeson’s April 16, 2002 Order to ShaBause for Additional Ex Parte Seizure,
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confiscated counterfeit Symba cream awhp from the 56-25 Flushing Avenue
warehouse. (Report and genmendation dated September 2206 (Rec. Doc. 338,
at 17), adopted in pertinentrpéy Opinion and Order dfinited States District Judge
Sandra J. Fuerstein dated March 22, 2008t (®oc. 354)). Further, it is law of the
case that the “third space” was part @ §6-25 Flushing Avenugarehouse and that
defendants controlled the “third spdceihere the Symba product was found on
April 24, 2002. (Report and Recommendatitated July 25, 2002 (Rec. Doc. 88, at
12), adopted by Judge John Gleeson bge®dated August 30, 2002 (Rec. Doc.
112)). Further, defendants and theirukcsel were sanctioned for making the
argument that an unrelatedtignowned the goods seizeohd that the “third space”
was not part of the 56-25 Flushing Awee warehouse. (Report and Recommendation
dated September 6, 2002 (Rec. Doc. Ht7,6), adopted by Judge John Gleeson by
Order dated March 27, 20@Rec. Doc. 155)). The Coudbes not credit H. Aini’s
testimony that he dinot have access the “third space,” (H. Aini, Trial Tr., 210,
July 25, 2011), H. Aini'gestimony that IBE-NY didhot obtain any Symba product
from the “third space” (H. A, Trial Tr., 1343-44, Augusl, 2011) or M. Aini’s
testimony that he did not know that theresv&mba in the “third space.” (M. Aini,
Trial Tr., 429-30, July 26, 2011).

45.H. Aini testified that he did not seldiny Symba products after the injunction in
December 2001. (H. Aini, Tridlr., 1344, August 1, 2011).

V. Defendants’ Affirmative Defense of Fraud on PTO

46.1t is law of the case thah 1985 the United Statd3atent and Trademark Office
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(PTO) issued a certificate for registratioh Symba soap (No. 1,372,091) and that
registration is valid. (Report and Reasmendation dated September 22, 2006 (Rec.
Doc. 338, at 27-29ndopted in pertinent part by Dpn and Order of United States
District Judge Sandra J. FuersteitedaMarch 22, 2007 (Rec. Doc. 354)).

47 Martal filed its 368 trademirapplication on April 17,987. (Plaintiff's Exhibit 133,
at 5235). The application requiredethapplicant to state whether it was in
compliance with the Federal Food, Drug and Cosmetic Act, which requires packaged
goods “to bear the names and address efntlanufacturer, distributor or packer or
the goods, the common or usual name ofgibeds, a statement of the ingredients, if
applicable, and the net quantiy the contents.” (Plaintiff' £xhibit 133, at 5230).
Plaintiff's American trademark attorne$usan T. Brown, sponded on September
29, 1987 to an inquiryfrom the Patent and Trademark Office regarding the
application, that “[a]pplicant advises thatt the time the application was filed, all
products bearing this mark were labeleccampliance with thé&-ederal Food, Drug
and Cosmetic Act.” (Plaintiff's Exhibit 13&t 5232). Sarner testified that he never
communicated with Brown directly andathBrown would have communicated with
A.J. Axe, Martal's UK trademark lawyerSarner, Trial Tr., 10661, July 29, 2011;
Sarner, Trial Tr., 1269-70, August 1, 2011).

48.Sarner testified that when Martal filed April 17, 1987 tradmark application he
was awaiting communication from the FDA o fhackaging changes. (Sarner, Trial
Tr., 1064-65, July 29, 20115arner further testified that he believed the repackaging

was completed before he received the 368 trademark. (Sarner, Trial Tr., 1193,

30



August 1, 2011). Sarnerdtdied that the repackagingok longer than expected
because Martal had to wait for a response from the FDA. (Sarner, Trial Tr., 1193-94,
August 1, 2011). Sarner té®d that it took 2 or 3 year® get the packaging sorted
out with the FDA. (Sarneffrial Tr., 1273, August 1, 20). Defendants’ Exhibit 50
supports Sarner’s testimony — it is a ledlated August 23, 1988 from Sarner to the
FDA that references revised packaging thias submitted to the FDA in June 1988.

49.Martal's British trademark lawyer A.J. &xwrote on April 29, 1985, that Symba
goods “were not in gapliance with the requirementd the Federal Food, Drug and
Cosmetic Act regarding labeling at the dérthis application was being made” and
further stated “[s]upplies destined for salethe U.S. will be poperly labeled when
they arrive there which wilbe quite soon.” (Plaintiff's Bxibit 137, at 5263; Sarner,
Trial Tr., 1006-15, July 292011). The letter, whicheferences the trademark
application for Symba sp, states that “the applicamis been awaiting the result of
this application before conitting resources to labeling dipackaging, literature and
so forth.” (Plaintiff's Exhibit 137, at Z64). The letter further supports Sarner’'s
testimony that Martal began repackapiafter receiving the 091 registration for
Symba soap.

50.Sarner testified that Martal changed thenBg packaging at some point between late
1986 and early 1988, but could not rementherexact date. (Sarner, Trial Tr., 857,
July 28, 2011). He later testified thae thackaging was changed in time for his 1987
trademark application. (Sarner, Trial T874, July 28, 2011). Although Sarner

testified that until 1989, whelme started selling directly to the United States through
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the Ainis, the Symba product was not paaagp comply with the FDA regulations
(Sarner, Trial Tr., 969-70, Bu 28, 2011), the Court hes that he more fully
explained at a later point in his testimaimat the change in the packaging occurred
before the shipments to J.rAiin 1988 or 1989. (SarneTrial Tr., 1015, July 29,
2011).

51.Sarner testified that he was aware tBgmba products were entering the United
States in the 1980s. Sarner testifiedhee bases for his belief that his products
were entering the United States. First, thatreceived letters and visits in his UK
pharmacy from people who had tried his pradin the United States and he sent
some of the product to individuals inettUnited States during the period 1983 to
1985 through the mail. (Saar, Trial Tr., 834-35, 850, Ju28, 2011; Sarner, Trial
Tr., 1107, 1110-11, M 29, 2011; Sarner, Trial Tr1221-22, 12667, August 1,
2011). Second, he understl that the product was being brought to the United
States by Nigerian importeend offered for sale. (Sarndrial Tr., 850, 902, July
28, 2011; Sarner, Trial Tr., 124%, August 1, 2011). J. Aini testified that in 1987
his company ABCE New York was sellifgymba products in the United States
imported from ABCE Nigeria. (J. Aini, Tal Tr., 547, 667-70, July 27, 2011).
Third, in 1984, Sarner amged with a Canadian customersend a small shipment
of Symba soap, cream andrioene to New York to testhe market. (Sarner, Trial
Tr., 838, July 28, 2011; Sarner, Trial Tt111-12, July 29, 201 Plaintiff’'s Exhibit
137).

52.Sarner was deposed by telepk on November 16, 2006caon January 24, 2007 he
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submitted an errata sheet to opmg counsel. (Trial Tr1077, 1080, July 29, 2011).
Sarner testified at trial that he hambt remembered at $ideposition that the
shipments of Symba he made to J. Awvere not the first shipments to enter the
United States. (Sarner, Trial Tr., 1082JyJ29, 2011). Sarner's errata sheet
contained a preliminary statement that befbe gave his deposition he took four
times his usual dose of his prescription reation to reduce cardisstress, but as a
side effect of the medication it made hinowsy. (Sarner, Trial Tr., 1083-85, July
29, 2011). Sarner’s mistake in his dspion and subsequegbrrection in no way
affects the Court’'s view of his credibilityased on the Coust'observation of and
interaction with him during the trial and tihecord as a whole. Sarner corrected his
error when he read his degiion. (Sarner, Trial Tr1095-96, July 29, 2011).
53.Sarner testified that Martal created Swribtion in about 1984. (Sarner, Trial Tr.,
857, July 28, 2011). Sarntastified that Martal receed reports that Symba lotion
and perfume were in commerce in the Unifdtes in 1986 and 1987. (Sarner, Trial
Tr., 828-34, July 28, 2011)The Court credits Sarner’sdl testimony, even though
in his written responses to questiondmitted by defendantsigned by Sarner on
July 16, 2003, he statedathin January 1984 there was Symba lotion or perfume
“used in commerce” and that Martal firsold Symba lotiorand perfume in the
United States in 1989, butldoSymba soap andream first in 1984. (Defendants’
Exhibit 120). Sarner testifiest trial that he made a maste in his writt@ deposition.
(Sarner, Trial Tr., 1070-72, JuB®, 2011). Sarner testified trial that when Martal

filed for its 368 trademark application April 1987, he believé that Symba lotion,
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cream, soap and perfumes were in commertee United States. (Sarner, Trial Tr.,
850, 854-56, July 28, 2011). His testimasyconfirmed by Plaintiff’'s Exhibit 131,
which is a letter from Axe ded March 24, 1987 to Sanconfirming that the 368
trademark application should list onlskin lotions, skin creams, soaps and
perfumes” and not other items because tluder items were not currently available
for sale in the United StategPlaintiff's Exhibit 131).

54.Sarner testified the Symbaoduct in the early 19803id not complywith United
States regulations and did not have theem labeling. (Sarner, Trial Tr., 843, July
28, 2011).

VI. Damages

55.J. Aini testified that IBE-FL sold groduct that competeavith Symba called
Crusader, and that he was having “muchefisuccess with the @sader brand. (J.
Aini, Trial Tr., 684-85, Juh27, 2011). H. Aini testifid that Crusader and Symba’s
sales were “almost on par” during the 1999-2001 time period. (H. Aini, Trial Tr.,
1308-09, August 1, 2011)Sarner’'s March 12, 1999 letteo Symcha Horowitz and
J. Aini ending his sales relationship wiBE-FL acknowledged that competition, in
addition to counterfeiting, was “having aopsund effect on ousales.” (Plaintiff's
Exhibit 52). Sarner testified at trithat competition was not a reason why sales
dropped because he had a loyal custobaese. (Sarner, Trial Tr., 948-49, July 28,
2011). The Court notes the contradiatiin Sarner’'s trial testimony and the
statement made in his March 12, 1999 fetbeit given the record as a whole, that

contradiction does netffect the Court’s view obarner’s overall credibility.
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56.Sarner testified that the product was nevgreasive, but that if a customer bought a
counterfeit product without #ge ingredients they would not buy it again and, thus,
the product’s reputation was being destobyéSarner, Trial Tr., 941-43, July 28,
2011).

57.Sarner testified that after he terminated relationship with the Ainis in 1999 his
sales dropped because he did not initiddgve a good distributor after that and
because the product had been “severeipatged by the counterfeit that was in the
market.” (Sarner, Trial TR46-47, July 28, 2011).

58.During the period 199% 2001, Martal's sales volunte the United States in cases

was:

Soap Cream
1999 905 2,451
2000 1,727 2,181
2001 2,025 2,025

(Stipulation 4, Rec. Doc. 514).

59.During the period 2003 to P8, after distribution of counterfeit Symba product was

halted, Martal’s sales volume to the United States in cases was:

Soap Cream
2003 3,926 4,699
2004 3,888 2,644
2005 4,490 2,957

(Stipulation 2, Rec. Doc. 512).

60.During the period 1996 to 1998, Martal’svaices to IBE-FL réect the following

volume in cases:

Soap

Cream

1996

801
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1997

851

3,807

1998

924

2,655

(Stipulation 3, Rec. Doc. 513). However,nga testified that he was selling to other
distributors in the United Statéom 1995 to 1999. (Sarnéfrial Tr., 1171-72, August 1,
2011).

61.ICE invoices from 1999 to 2001 and undahiavoices showed the following sales

totals in cases (Ratiff's Exhibit 24):

Year Symbasoap Symba cream
1999 12 12

2000 244 34

2001 69 55

Undated 73 66

Total 398 169

From 1999 to the November 2001 seizure Athi testified that ICE’s sales were
recorded by handwritten invoisgbut they were not in obnological order and some
were undated. (H. Aini, Trial Tr., 1387-98ugust 2, 2011). H. Aini testified that
the price IBE-NY paid ICE was $60/cater the Symba soapnd $108/case for
Symba cream and ICE’s gross profit margias 30 percent. (H. Aini, Trial Tr.,
1313-15, August 1, 2011)The total gross profit ICE eagd on the sales reflected in
invoices presented at trial and based@0 percent profit margin from 1999 to 2001
was $9,552 on Symba soap &&j591 on Spnba cream.

62.IBE-NY invoices from 1999 to 2001 showedbe following sales totals in cases

(PlaintifP's Exhibit 24);

Year Symbasoap Symba cream
1999 14 22
2000 21 21
2001 22 19




| Total | 57 | 61 |
H. Aini testified that IBE-NY sold Symbsoap for $89.28/casend Symba cream for

$158.40/case. (H. Aini, Trial Tr., 1322-23pdust 1, 2011). H. Aini testified that
from 1999 until the Novembe2001 seizure, all IBE-NY sales were recorded in
invoices, which were compeit generated and were kaptchronological order (H.
Aini, Trial Tr., 1319-25, August 1, 2011)The total gross prafIBE-NY earned on
the sales reflected in inva@s from 1999 to@1 was $1,668.96 acBymba soap and
$3,074.40 on Symba cream.

63.M. Aini testified that he did not knowhether ICE obtaine@ymba soap and cream
from IBE-FL from 199%0 2001. (M. Aini, Trial T., 362-63, July 26, 2011).

64.H. Aini and M. Aini testified that irR000 ICE was running W on stock of Symba
cream, so IBE-NY bought 30 cases diredttyn IBE-FL and thaiBE-FL obtained
the Symba from Carib. (H. Aini, Trial Tr., 213-216, July 2811; M. Aini, Trial Tr.,
366-67, July 26, 2011; H. Aini, Trial Tr1396-97, August 2, 2011; Plaintiff's
Exhibits 27 and 28)However, M. Aini testified thatluring the period January 2000
to June 2000, the invoices showed thd Kbld Symba cream only to IBE-NY, to no
other customers. (M. Aini, Tridr., 370-73, July 26, 2011).

65.H. Aini testified that IBE-NY received Syba product from ICE, Carib (via IBE-FL)
and Arta. (H. Aini, Trial Tr., 1328, August 1, 2011). H. Atastified he believed
the Symba product fromll three distributors was geneinbased on the reputation of
the corporations and their owners. (i, Trial Tr., 1328-29, August 1, 2011).

66.H. Aini testified that in 2000 IBE-NY pwhased 225 cases of Symba soap and 200
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cases of Symba cream from Arta, eveough in the periodl999 to 2001 the
invoices showed IBE-NY had only sold $&ses of Symba soap and 61 cases of
Symba cream. (H. Aini, Trial Tr., 1460-6B469-71, 1478 Augst 2, 2011).

67.1BE-NY also acquired Symba product frddAK when it was formed in 1999 and H.
Aini knew that KAK had purchased Syml@m Arta before H. Aini bought the
assets of KAK to form IBE-NY in 1999H. Aini, Trial Tr., 1329-30, August 1,
2011).

68.Invoices showed the IBE-NY purchased apgpmately 200 cases of Symba soap and
162 cases of Symba cream from ICE from®94% 2001 (Plaintiff's Exhibits 23 and
24).

69.Based on H. Aini’s testimony and the invoigaesented at trial, during the period
1999 to 2001 IBE-NY acqred over 392 cases of Symlegream and 425 cases of
Symba soap.

70.H. Aini testified that IBE-NY did not acgre any Symba produeifter July 2001. (H.
Aini, Trial Tr., 1343, August 1, 2011).

Conclusions of Law

l. Defendants’ Affirmative Defense of Fraud on the PTO

1. A trademark infringement claim is subject the affirmative defense of fraud. 15
U.S.C. 8 1115(b)(1). “Frauth procuring a trademar&ccurs when ‘an applicant
knowingly makes false, material represgions of fact in connection with an
application.” De Beers LV Trademark Ltd. v. DeBeers Diamond Syndicate, Inc.

440 F. Supp. 2d 24266 (S.D.N.Y. 2006)dquoting L.D. KichlerCo. v. Davoil, Inc.
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192 F.3d 1349, 1351 (Fed. Cir999)). The fraud must be demonstrated by “clear
and convincing evidence.Orient Exp. Trading Co. v. Federated Dept. Stores,, Inc.
842 F.2d 650, 653 (2d Cir. 1988). “The ghelly fraudulent statements may not be
the product of mere error or inadvertenioet must indicate a &liberate attempt to
mislead the [PTO]."d. (quoting Money Store Warriscorp Finance, Ing.689 F.2d
666, 670 (7th Cir.1982)). “Moreover, the knowing misstatement must have been
with respect to anaterial fact-one that would havdfacted the PTO’s action on the
applications.”ld. (emphasis in original)c{ting Citibank, N.A.v. Citibanc Group,
Inc., 724 F.2d 1540, 154@1th Cir. 1984) andrick v. Buchansky609 F. Supp.
1522, 1536-37 (S.D.N.Y.)).

. Defendants have failed to establish by claad convincing eviehce that plaintiff
committed fraud on the PTO.The Court finds that defendants have failed to
establish by clear and convincing evidetitat Symba lotion and perfume were not
in commerce at the time of the filing of the 368 trademark application in April 1987
(Finding of Fact 53; see also RepantdcRecommendation dated September 22, 2006
(Rec. Doc. 338, at 23-27) (finding questiohfact on issue to preclude summary
judgment), adopted in pertinent part Bpinion and Order oflJudge Sandra J.
Fuerstein dated March 22, 2007 (Rec. Doc. 354))e Court also finds defendants
have failed to establish by clear and daning that there wasot token use of the
Symba product in the United States and intent to engage in continuing the use.
Findings of Fact 51-54.a Societe Anonyme des Parfums le Galion v. Jean Patou,

Inc., 495 F.2d 1265, 1271 (2d Cir. 1974Adoption and a single use of the mark
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may be sufficient to entitle theser to register the mark."{3eneral Mills Inc. v.
Health Valley Foods1992 WL 296518, at2, 24 U.S.P.Q. 2d.270 (Trademark Tr.

& App. Bd. 1992)(“[A] token sale or a siteggshipment in comnree, with the color

of a bona fide transaction, may be suffitismsupport an application for registration
provided that it is followed by other shipments or accompanied by activities or
circumstances which would indieaa continuing effort or tent to continue such use
and place the product on the metrlon a commercial scale.”)Wallace Computer
Services, Inc. v. Sun Microsystems, ,Ir989 WL 69286, 13J.S.P.Q.2d 1324,
1326 (N.D. Ill. 1989) (“In this case, thgh the final product was not marketed until
over two years after the first use, defenddmhve shown their intent to engage in
continuing commercial use.”).

. The Court further finds that defendantave failed to establish by clear and
convincing evidence that Bwn'’s statement to the PT@garding labeling (Finding
of Fact 47) was fraudulent. The Couredits Sarner’s testimony that packaging
changes had been made when the apgmitavas filed and that the process was
delayed due to communitans with the FDA. $ee Findings of Fact 48-50).
Brown’s statement was not a “deliberatttempt to miglad the [PTO].”Orient Exp.
Trading Co, 842 F.2d at 653.

. Based on Magistrate Judge James 6€mn’'s Report and Recommendation dated
September 22, 2006 (Rec. Doc. 338, akZi-adopted in pertinent part by Opinion

and Order of United Stat&istrict Judge Sandra J. Fuerstein dated March 22, 2007

(Rec. Doc. 354), as defendants have failed to establish their affirmative defense by
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clear and convincing evidengd trial, plaintiff prevds on its Lanham Act claim
regarding the 368 registration against deéartsl H. Aini, M. Aini, KAK, Homeboys
International, IBE-NY, and ICE.

. Thus, based on Conclusions of Law 4, 9, 13 and 17, the Court finds plaintiff prevails
on its state law claim of unfair competiti for the 368 mark agnst defendants J.
Aini, M. Aini, H. Aini, ICE, IBE-NY and Homeboys Internationaf[T]he essence
of unfair competition unekr New York common law is ‘the bad faith
misappropriation of the labors and expendituof another, likely to cause confusion
or to deceive purchasers astte origin of the goods. Jeffrey Milstén, Inc. v.
Greger, Lawlor, Roth, Inc58 F.3d 27, 34 (2d Cir. 1995)yotingRosenfeld v. W.B.
Saunders, A Division of Haoart Brace Jovanovich, Inc728 F. Supp. 236, 249-50
(S.D.N.Y. 1990). “The stadard of unfair competition under New York law is a
virtual cognate of the federal Lanham Act . . Badngkok Crafts Corpv. Capitolo di
San Pietro in Vaticano331 F. Supp. 2d 247, 255 (S.D.N.Y. 20(2pe alsdReport
and Recommendation dated September 206 ZRec. Doc. 338, at 36-37), adopted
in pertinent part by Opinion and Order bOhited States Disttt Judge Sandra J.
Fuerstein dated March 22, 2007 (Rec. (B#4). The Court awards no damages for
plaintiffs state law claims of unfaircompetition as plaintiff will be fully
compensated by the Court’s award ofdiaty damages (Conclusions of Law 18).

. The Court finds that plaintiff has failed testablish the elements of an unjust
enrichment claim under New York common lase€Conclusions of Law 15.a and

15.b). “Cases dealing withnjust enrichment in Nework are uniform in their
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recognition of three elemen of the claim: ‘To prevail on a claim for unjust
enrichment in New York, a aintiff must establish (1) that the defendant benefitted;
(2) at the plaintiffs expense; and (3at equity and goodtonscience require
restitution.” Beth Israel Medical Center v. Haon Blue Cross and Blue Shield of
New Jersey, Inc448 F.3d 573, 586 (2d Cir. 200@)upting Kaye v. Grossmaa02
F.3d 611, 616 (2d Cir. 2000)3ee alsaJohnson & Johnson Consumer Companies,
Inc. v. Aini,540 F. Supp. 2d 374, 395 (E.D.N.2008) (“The courheed not address
Plaintiff's unjust enrichment claim becausdaintiff does not seek to recover
Defendants’ profits.”). The Court notes tlpddintiff’'s pre-trial poposed Findings of
Fact and Conclusions of Lastated that plaintiff wouldnly seek actual damages for
its claim of unjust enrichment if the Cadound for defendantsn their affirmative
defense invalidating the 368 trademark regtsin. (Rec. Doc. 500, at 17 fn. 6).
Judgment will be entered ifavor of defendants on pfdiff's claim for unjust
enrichment.

. Plaintiff has established its claim for imuto business reputation under New York
General Business Law Section 368-d, whibe Court notes was repealed in 1997
and replaced with Nework General Busineslsaw Section 360—INew York Stock
Exchange, Inc. v. New York, New York Hotel | P€3 F.3d 550, 557 (2d Cir. 2002),
for the 368 mark by a preponderancelod evidence. Repoend Recommendation
dated September 22, 2006 (Rec. Doc. 28836-37), adopted in pertinent part by
Opinion and Order of United &es District Judge Sandda Fuerstein dated March

22, 2007 (Rec. Doc. 3549ee also Johnson & JohnsonrGumer Companies, Inc. v.
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Aini, 540 F. Supp. 2d 374, 394-95 (E.DYN2008). Section 360-| provides:
Likelihood of injury to business reptitan or of dilution of the distinctive
guality of a mark or trade name shalldground for injuniive relief in cases
of infringement of a mark registered oot registered or in cases of unfair
competition, notwithstanding the absenaf competition between the parties
or the absence of confusion aghe source of goods or services.

The Court will enter a permanentjunction against defendantsPatsy’s Italian

Restaurant, Inc. v. BanaS75 F. Supp. 2d 427, 456.(EN.Y. 2008); Conclusions of

Law 23 and 24.

Il. J. Aini’s Individual Liability

8. Individual liability of a coporate officer is established when the individual is a
“moving, active and conscious force badhi [the defendant corporation’s]
infringement.” Bambu Sales, Inc. v. Sultana Crackers,,1683 F. Supp. 899, 913
(E.D.N.Y. 1988) Quoting Polo Fashions, Inaz. Branded Apparel Merch592 F.
Supp. 648, 652 (D. Mass. 1984)).

9. The Court finds that J. Aini, as secrgtand buyer for ICE, was a “moving, active
and conscious forcdiehind ICE’s infringement, partitarly given his involvement
with contacting Martal regarding the courégtr Symba (Findings of Fact 12 and 15).
lll.  R. Aini’s Individual Liability

10.Although the Court found her testimony lesarttiorthcoming and not to be credible,
the plaintiff has not demonstrated by a mnmegerance of the evidence that R. Aini
was “a moving, active and conscious fordehind Homeboys’ infringement or of

any of the other defendawobrporations’ infringement.Bambu Sales, Inc683 F.

Supp. at 913.
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V.  Statutory damages

11.15 U.S.C. 8 1117(c) provides that “[ijn aseainvolving the usef a counterfeit mark
. .. In connection with the sale, offering &ale, or distribution of goods or services,
the plaintiff may elect, at any time bedofinal judgment igendered by the trial
court, to recover, instead of actual dansagad profits under &gection (a) of this
section, an award of statutory damagesafoy such use in connection with the sale,
offering for sale, or distribution of gols or services.” Further, 8 1117(c)(2)
provides: “if the court findshat the use of the counterfeit mark was willful, not more
than $1,000,000 per oaterfeit mark per type of goods services sold, offered for
sale, or distributed, as the court considers just.”

12.“The standard for willfuless is ‘whether the defeadt had knowledge that [his]
conduct represented infringement or perhaps reckldssiggarded the possibility.”
Motorola, Inc. v. AbeckaseNo. 07-CV-3963 (CPS)(SMGR009 WL 962809, at *8
(E.D.N.Y. April 8, 2009) (quoting Kepner-Treqoe, Inc. v. Vroori86 F.3d 283, 288
(2d Cir.1999).

13.The Court finds that the record establshy a preponderance of the evidence that
the individual defendants J. Aini, H. Wiiand M. Aini and corporate defendants

Homeboys International, ICE and IBE-NWillfully infringed on Martal's mark

2 The Court notes 15 U.S.C. § 1117(c)(2) was amended in 2008 to increase the maximum statutory
amount to $2,000,000. Plaintiff is not seekingitftteeased amount (Rec. Doc. 518, at 42-43) and

the Court must apply the statute as it &edsat the time of the infringing condudc@hanel, Inc. v.

Louis No. 06-cv-5924 (ARR)(JO), 2009 WL 4639674FhaL (E.D.N.Y. Dec. 7, 2009)(“[T]he

plaintiffs have not requested tithe court apply the new versiontbk statute, and | conclude it

would be appropriate to applyetearlier version rather thgive the amendment retroactive

effect.”); see alsd_ouis Vuitton S.A. v. Spencer Handbags Cofp5 F.2d 966, 970-72 (2d Cir.

1985).
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based on their continued sale of Symbardfie July 2001 seizar(Finding of Fact
35); by violating the consent preliminaryjunction issued Decenab 12, 2001 (Rec.
Doc. 11) by being in possessi and control of Symba prodts at the time of the
final seizure in April 2002, after havinggreed not to @sess Symba products
(Findings of Fact 42-44); @by the continuing sale a@bunterfeit Symé products at
Homeboys as late as March or Ap#D02 (Report and Recommendation dated
September 22, 2006 (Rec. Doc. 338,1dtand 34), adopted in pertinent part by
Opinion and Order of United &es District Judge Sandda Fuerstein dated March
22, 2007 (Rec. Doc. 354)). Further, defendahtAini, M. Ainiand H. Aini gave
conflicting testimony regarding their owrship and activities in the hydra of
defendant corporations and other non3jparbrporations owned by their family.
(Findings of Fact 5 and 6).

14.“Congress added the statutory damagesigiav of the LanhanAct in 1995 because
‘counterfeit[ers’] records arfrequently nonexistent, ineduate, or deceptively kept

. making proving actuadamages in these casestremely difficult if not

impossible.” Motorola, Inc, 2009 WL 962809, at *8gloting Microsoft Corp. v.
Computer Care Center, IndNo. 06-CV-1429, 2008 WL 4179653, at *8 (E.D.N.Y.
Sept. 10, 2008)).

15.“The statute ‘does not prae guidelines for courtdo use in determining an
appropriate award,” as it is only limited by atHthe court considers just.” However,
courts have found some guidance in theetawv of an analogous provision of the

Copyright Act, which alsqorovides statutory damagdsr willful infringement.”
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Gucci America, Inc. v. Duty Free Apparel, Lt815 F.Supp.2d 511, 520 (S.D.N.Y.
2004) ¢itations omittedl (quoting Louis Vuitton Malletier v. Veit21ll F.Supp.2d
567, 583 (E.D. Pa. 2002)iting Sara Lee Corp. v. Bags of N.Y., I®5, F. Supp. 2d
161, 166 (S.D.N.Y. 1999)). “hder the Copyright Act, courteok to factors such as:
(1) ‘the expenses saved and the profgsped; (2) ‘the revenues lost by the
plaintiff;’ (3) ‘the value ofthe copyright;’ (4) ‘the deterrg effect on others besides
the defendant;’ (5) ‘whether the defendamtsduct was innocent or willful;” (6)
‘whether a defendant has cooperated iovgling particular records from which to
assess the value of the infringing makmroduced; and (7‘the potential for
discouraging the defendantd. (quoting Fitzgerald Pub. Co., lo v. Baylor Pub.
Co.,807 F.2d 1110, 111(2d Cir. 1986)).

a. In determining the expenses saved anafits reaped by the defendants, the
Court notes that ICE’s invoices wenandwritten, not consecutive and some
were undated and that M. Aini didbt know whether he purchased Symba
from IBE-FL during thel999 to 2001 period(Findings of Fact 65and63).
Given the state of ICE’s records, it mot possible to determine the profits
reaped by ICE. Further, the Courtte® that based on H\ini's testimony,
IBE-NY acquired significantly more Symalproduct than its records indicate it
sold. (Findings of Fact 6@9). Plaintiff relies on dicta from United States
Magistrate Judge James OrenstinSeptember 22, 2006 Report and
Recommendation for the amount of Syngraducts seized ithe July 2001,

November 2001 and Aprild®2 seizures (Rec. D0620, Schedule A), but no

46



evidence was presented aaltrabout the actual amounts seized other than J.
Aini’s testimony that at that July 20Gkizure “one van full of merchandise,”
including but not limited to Symba prodactwas seized. (J. Aini, Trial Tr.,
702, July 27, 2011).

. Based on the sparse recdrefore the Court, Martal’'s sales volume increased
in the period 2003 to 2005, once caanfeiting stopped, as compared to
Martal's sales volume in the UnitedaBs during the infringement period
from 1999 to 2001. (Findg of Fact 58-59). Howeveas Sarner testified,
counterfeiting was not thenly possible reason féower sales volume — he
conceded that he had to find anothestrdbutor after he ended his relationship
with the Ainis (Finding ofFact 57) and he ackntedged competition in his
letter to the IBE-FL in Mech 1999 (Finding of Fadb).

. Martal did not introduce any evidence oé talue of its tradeark. (Trial Tr.,
1229-33, August 1, 2011).

. The deterrent effect on others besidesdbfendants is potentially great in this
case. The Court notes that other memlmdrthe Aini familyare involved in
the health and beauty suppusiness (Finding oFact 5.d and 5.f) and the
Ainis have been involved in the healiihd beauty suppligusiness for many
years (Finding of Facts 5.f and 7).

. The Court has determined that trdefendants’ conduct was willful.

(Conclusion of Law 13).

a7



f. The invoices that were introduceas evidence in this proceeding were
confiscated in the November 2001 seguhus the Court does not find that
defendants cooperatedpnoviding records.

g. The Court finds that an award of statutory damages has great potential to
discourage the defendants, because Alres are heavilyinvolved in the
health, beauty and cosmetimdustry and J. Aini lsabeen involved in other
trademark violations. (Findings of Fact 5, 10, and 11).

16.Accordingly, based on their willful viations of 15 U.S.C. 88 1114 and 1125,
plaintiff is awarded statutory damages end5 U.S.C. 8 1117(c)(2) in the amount of
$375,000 for each mark, or a total $750,000, jointly and severally, against
defendants J. Aini, M. Aini, H. Aini, IE, IBE-NY and Homeboys International.

17.Plaintiff has not demonstrated by a prepoadee of the evidence that defendants
KAK or Homeboys Discount willilly infringed onits trademark. (Findings of Fact
5.a and 5.c). The Court further notes thktgistrate Judge James Orenstein in his
Report and Recommendation®Eptember 22, 2006, adopted in pertinent part by the
Opinion and Order of United &es District Judge Sandda Fuerstein dated March
22, 2007 (Rec. Doc. 354reated Homeboys Discountciiiomeboys International
collectively (Rec. Doc. 338, at 2 and)34vhich was understandable based on the
record before the judges attlitime; however, the evidenbefore the Court at trial
was that Homeboys Discount ceased teste 1995 when H. Aini and M. Aini
purchased its assets and created Homebagmhtional (Finding of Fact 5.a). Thus,

the Court finds and therefore holds, tha September 22, 2006 finding, adopted by
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the Opinion and Order of Honorable Judggndra J. Fuerstein on March 22, 2007
(Rec. Doc. 354, at 8-9), dh “Homeboys” was liable tplaintiff for counterfeiting
applied only to Homeboys Internatioreald not to Homeboys Discount. The Court
awards plaintiff $2,500 per mark, for a total of $5,000, against defendant KAK, as it
is law of the case that KAK &bcounterfeit Symba produci®ec. Doc. 338, at 34).
V. Punitive Damages

18.Because the Court finds that the 368 Regtion was valid rad awards plaintiff
statutory damages, plaintiff is not segkipunitive damages (Rec. Doc. 518, at 45 fn.
35), and the Court will not award punitivendages to plaintiff on its state law claim
for unfair competition. Malletier v. Carducci Leather Fashions, In&48 F. Supp.
2d 501, 506 (S.D.N.Y. 2009) (“The sudstial sum that | previously have
recommended as a statutory damagesrdawinder the Lanham Act includes a
punitive component. Accordingly, [plaiffliis not entitled to an additional award
under New York law.”).
VI.  Attorney Fees and Costs

19.The Lanham Act authorizes ghaward of attorney feet® prevailing parties in
“exceptional cases.” 15 U.S.C. § 1117(a)lhe Second Circuit has stated that
“exceptional cases” means instances ‘Ofaud or bad faith,” or *“willful
infringement.” Patsy’s Brand, Inc. v. 1.O.B. Realty, In817 F.3d 209, 221 (2d Cir.
2003); Bambu Sales, Inc. v. Ozak Trading |In68 F.3d 849, 854 (2d Cir. 1995)
(“Exceptional’ circumstancesclude willful infringement.”).

20.The Court has determined that defendant&idi, M. Aini, H. Aini, ICE, IBE-NY

49



and Homeboys International’s infringement was willful (Conclusion of Law 13) and
therefore concludes that thgsan “exceptional” case agai them. In further support
of its finding that attorney fees are warrantieel Court notes thdll. Aini and J. Aini
each contradicted themselves in this &tign about the owmship of defendant
corporations (Finding of Fad.b.i, 6.c.i, 6.c.i and all three brothers have given
conflicting testimony about the ownership oé tAini corporations (Finding of Fact
6).

21.Plaintiff seeks investigator fees as parttsfclaim for attorney fes and costs. (Rec.
Doc. 518, at 46)Chanel, Inc. v. GardneiNo. 07 Civ. 6679(8D)(MHD), 2011 WL
204911, at *6 (S.IN.Y. January 21, 2l) (“Investigative fees may also be
recoverable as expenses in trademafitrigement cases under the Lanham Act, if
shown to be necessary and accompambiegroper documentation.”). The Court
finds that the investigator was nesary to uncover & infringement and
investigative fees are recoverable fiblaintiffs coun®l provides proper
documentation of those fees.

22.The amount of attorney feesmd costs, to include investipr fees, awarded by this
ruling will be referredo the United States Magistraladge assigneid the case for
report and recommendation.
VII.  Permanent Injunction

23.“Under the case law of this circuit, a pement injunction is warranted where a party
has succeeded on the nigriand establishes: (1) that it has suffered an irreparable

injury; (2) that remedies available at law, such as monetary damages, are inadequate
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to compensate for thatjury; (3) that, considering éhbalance of hardships between
the plaintiff and thedefendant, a remedy in equity is warranted; and (4) that the
public interest would not be digsed by a permanent injunctionMamiya America
Corp. v. HuaYi Brothers, IncNo. 09-CV-5501 (ENV)(JOR011 WL 1322383, at *8-
*9 (E.D.N.Y. March 11,2011) (citations omitted)quoting Salinger v. Colting607
F.3d 68, 77 (2d. Cir. 2010)) (citirfigoach v. Morse440 F.3d 53, 56 (2d Cir. 2006)).
24.The Court finds that J. Aini was the moving, active and conscious force in the
trafficking in counterfeit Symba products and that the defendants failed to prove their
affirmative defense of fraud for the 368gitration. Therefore, the permanent
injunction entered against the other defants by the Court’s Opinion and Order
dated March 22, 2007, namely ICE, Mini, H. Aini, KAK, IBE-NY, Homeboys
Discount and Homeboys Inteational, barring any future trademark infringement
based on the trademark infringement ofrBya soap, (Rec. Doc. 354, at 9-10), is
made applicable to J. Aini for Symba saapl applicable to defelants J. Aini, M.
Aini, H. Aini, ICE, KAK, IBE-NY, and Haneboys International, for Symba cream.
Specifically J. Aini, M. Aini, H. Ani, ICE, KAK, IBE-NY, and Homeboys
International are prohibited from “[flro possessing, receiving, manufacturing,
assembling, distributing, warehousing, ghing, transshipping, transferring, storing,
advertising, promoting, offerg, selling, offer or holdindor sale, disposing, or in
any other manner handling oradieag with any good packatp, wrappers, containers
and receptacles, and any catalogues, pist® promotional materials and the like

bearing a copy or colorable imitation tife Symba trademarks and/or the Symba

51



trade dress.”
VIIl. Prejudgment interest.
25.The Court has the discretion to award pdgjment interest in “exceptional cases.”

Am. Honda Motor Co., Inc. v. Two Wheel Cofgd.8 F.2d 1060, 1064 (2d Cir. 1990);

Mamiya America Corp.2011 WL 1322383, at *8-*9. The Court has previously

found this to be an “exceptional case(Conclusion of Law 19-22). However the

Court finds by its award of atutory damages and attornfges, plaintiff has been

fully compensated based on the recordaasvhole and declines to exercise its

discretion to award prejudgment interest.
Conclusion

For the foregoing reasonsetiCourt will enter judgment ifavor of plaintiff, and
against defendants J. Aini, M. Aini, H. AidCE, IBE-NY and Homeboys International on
plaintiffs Lanham Act claims in the sum &750,000 and dendant KAK in the sum of
$5,000. Plaintiff is also aavded attorneys fees and castsler 15 U.S.C. § 1117(a) against
defendants J. Aini, M. AiniH. Aini, ICE, IBE-NY and Homboys Internationa The Court
awards no damages to plaintiff for its stat® lanfair competition claims as plaintiff will be
fully compensated by the Court's award of statutory damages. The Court will enter
judgment in favor of deferahts on plaintiff's common V& unjust enrichment claim.
Further, the Court finds for platiff on its claim for injuryto business reputation under New
York General Business Law and the persmninjunction entered against the other
defendants by the Court’s Opinion and Ordated March 22, 2007, namely ICE, M. Aini,

H. Aini, KAK, IBE-NY, Homeboys Discount and Homeboysiternational, barring any
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future trademark infringement based on traemark infringement of Symba soap, (Rec.
Doc. 354, at 9-10), is madapplicable to J. Aini for Syba soap and applicable to
defendants J. Aini, M. Aini, H. Aini, ICEKAK, IBE-NY and Homeboys International, for
Symba cream.

Brooklyn, New York this 23rd day of August 2011.

Torcker L. Melanggn
United States District'Judge
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