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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

TIFFANY AND COMPANY and TIFFANY
(NJ) LLC,
Plaintiffs,
-V- No.13CV 1041-LTS-DCF
COSTCO WHOLESALE CORP.,

Defendant.

MEMORANDUM OPINION AND ORDER

The Court has entered judgmentamor of Tiffany and Company and Tiffany
(NJ) LLC (collectively “Tiffany” or “Plaintiffs”) based on the Court’s partial grant of summary

judgment against Costco Wholes&orp. (“Costco” or “Defendaf)ton the issues of liability

for trademark infringement and counterfeitifigifany & Co. v. Costco Wholesale Corp., 127 F.
Supp. 3d 241 (S.D.N.Y. 2015) (the “Summary Judgt Opinion”), a jury verdict awarding
punitive damages (Docket Entry No. 353), arel @ourt’s finding, based upon the trial record
and the jury’s advisory verdict, that Tiffanyastitled to an accounting of profits and an

injunction, Tiffany & Co. v. Costco Wholesaleorp., 274 F. Supp. 3d 216 (S.D.N.Y. 2017) (the

“Post-Trial Opinion”). Before the Court are Riaifs’ motion for attorneys’ fees pursuant to 15
U.S.C. section 1117(b) and Defendant’'s motmamend the Court’s findings pursuant to
Federal Rule of Civil Procedure 52(b) (“Rule(bR), to alter or amed the Court’s judgment
pursuant to Federal Rule of @iProcedure 59(e) (“Rule 59(e)"and for judgment as a matter of
law or, alternatively, a motion for a new trial, pusat to Federal Rule &@ivil Procedure 50(b)

(“Rule 50(b)").
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The Court has considered the partmgimissions carefully and, for the following
reasons, grants Plaintiffs’ motion for attorneyg€den part and denies Defendant’s motion in its
entirety.

BACKGROUND

Familiarity with the facts and pria@ecisions in this case are presumed.

The Court entered the Summary Judgn@pinion granting summary judgment
in favor of Plaintiffs on September 8, 2015, findidgfendant liable forapyright infringement
and counterfeiting. 127 F. Supp. 3d at 246-56. Ratlg a trial to determia damages, the jury
returned a verdict finding that Defendant’sfits from the infringhg goods “totaled $3,700,000,
that such profits are inadedado compensate Tiffany, th&5,500,000 would be a just award of
profits, and that Tiffany is entitteto an award of statutory dages for the same conduct in the
amount of $2,000,000 and punitive damages foh@wnduct in the amount of $8,250,000.”
Post-Trial Opinion, 274 F. Supp. 3d at 219. The€Ctreated the accounting of profits as an
equitable remedy and, therefore, treated the jugrdict with respect tDefendant’s profits as
advisory. _Id. at 220-21. The Court found ttia jury’s award o$3.7 million dollars
adequately reflected Defendant’s actual profitgiraon the infringing rings, taking into account
a portion of membership fees which were ugesubsidize Defendantismusually thin profit
margins on the rings themselves. Id. at 222-PHe Court did not, however, agree with the
jury’s finding that $3.7 million dollars was inagigate and thus did not award the additional $1.8
million specified by the jury. Id. at 224. The@t trebled the profits award to $11.1 million and
found that Plaintiffs were entitleto attorneys’ fees pursuant1s U.S.C. § 1117(b). Id. at 224-
25. The Court also found that, as a mattdawf punitive damages were authorized in

connection with an award ofqgiits under the Lanham Act, thédte jury’s determination that
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punitive damages were warranted was adegustgported by the evidence, and the award
amount was not excessive. |d. at 225-26.
DiSCUSSION

Defendant’'s Motion

Motion to Alter or Amend Judgment

The Court turns first to Defendantisotion to alter or amend the Court’s
judgment, pursuant to Rule 59{elhich seeks reversal of tdetermination in the Court’s
Summary Judgment Opinidhat Defendant is liable for coumnteiting and that its infringement
was willful, which constitutes one circumstanceraating the award of an accounting of profits

under the Lanham Act._See Burndy Corp. Medigne Industries, Inc., 748 F.2d 767, 772 (2d

Cir. 1984) (discussing prerequisites for adesrof an accounting qirofits under the Lanham
Act).
Rule 59(e) authorizes a cowo revisit a prior decisn based upon an intervening

change in controlling law, the aNability of new evignce, to correatrrors of law or facts upon

1 Through the Rule 52(b) portion of its tiam, Defendant seeks to have the Court
reconsider its holdings artitated in the Summary Judgmt Opinion. Rule 52(b),
however, is focused on factual findings andas an appropriate vehicle for revisitation
of a summary judgment decision. Buck ibous, No. 02 CV 1142, 2005 WL 2033491,
at*1 n.2 (N.D.N.Y. Aug. 17, 2005) (“Sincecaurt engages in no fact-finding when it
decides a summary judgment motion, gypaay not use Rule 52(b) to seek
reconsideration of such a decision.”). ef@ourt will thereforeevaluate Defendant’s
motion to reconsider the 8umary Judgment Opinion undule 59(e), which permits
the timely reconsideration of any final judgm, including any interlocutory orders that
are not separately appealable, such apdhigal grant of summgrjudgment at issue
here._See Fed R. Civ. P. 54(a) (definimdgment as “any order from which an appeal
lies™); see also Doninger v. Niehoff, 64238 334, 338 n.1 (2d Cir. 2011) (stating that an
order granting partial summary judgment isgelly not appealable prior to a final
decision in the case).
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which the judgment is based, or to prevent rfieshiinjustice._Munafo v. Metro. Transp. Auth.,

381 F.3d 99, 105 (2d Cir. 2004); see also HayuRtarbucks Corp., No. 15 CV 4887-LTS, 2016

WL 5719785, at *1 (S.D.N.Y. Sept. 30, 2016). “[Riule 59 [motion] is evaluated under the

same standard as a motion for reconsidemainder Local Civil Rule 6.3.”_Hayuk, 2016 WL
5719785, at *1. However, the standard for granimgotion for reconsideration is strict and

such a motion will be denied unless the moving party can point to controlling decisions or facts
that the court overlooked that gihit reasonably be expectedaiter the conclusion reached by

the court._Shrader v. CSX Transp., Inc., 70 F.3d 255, 257 (2d Cir. 1995). Rule 59(e)

reconsideration is not a “tool to repackage atitigate arguments and issues already considered

by the Court in deciding the original motionli re Papadopoulos, No. 12 CV 13125-JLG, 2015

WL 1216541, at *2 (Bankr. S.D.N.Y. Mar. 13, 20XBjternal quotation and citation omitted).
Reconsideration of a court’s priorder “is an extraordinary meedy to be employed sparingly”

in the interest of finality. Meteor A@. Fed. Exp. Corp., No. 08V 3773-JGK, 2009 WL

3853802, at *3 (S.D.N.Y. Nov. 18, 2009) (quoting IrHealth Mgmt. Sys., Inc. Sec. Litigl13

F. Supp. 2d 613, 614 (S.D.N.Y. 2000)) (intdmpaotation marks and citation omitted).

Defendant contends that the Courbngly granted summary judgment with
respect to Plaintiffs’ counterfeiting claim by applgian incorrect legal standard and that, if the
Court applied the correct legahstard, it would conclude thatsues of material fact existed
sufficient to deny summary judgment.

In the Summary Judgment Opinion, the Court stated that the “Lanham Act defines
a counterfeit mark as ‘a spurious mark whicldentical with, or substantially indistinguishable
from, a registered mark.” Summary Judgmh Opinion, 127 F. Supp. 3d at 254 (quoting 15

U.S.C.S. 8§ 1127 (LexisNexis 2006)). The use chsamark must be “likely to cause confusion,
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to cause mistake, or to deceive.” Id. (ting U.S. v. Milstein, 401 F.3d 53, 62 (2d Cir. 2005))

(internal quotation marks and citation omittedhe Court stated that a spurious mark
“deceptively suggest[s] an erroneous origin fake.” Summary Judgment Opinion, 127 F.

Supp. 3d at 255 (quoting GMA Accessories, Inc. v. BOP, LLC, 765 F. Supp. 2d 457, 472

(S.D.N.Y. 2011)) (alterations omitted). The Court furthéedained that counterfeiting may be
found even where the infringing mark is not dthe affixed to the good. Id. (citing Shell Co.,

Ltd. v. Los Frailes Service Station, In696 F. Supp. 2d 193 (D.P.R. 2008)).

Defendant cites to no contliag law that the Court ovéooked in articulating the
standard for Lanham Act counterfeiting, but noe&ths disagrees withe standard and the
Court’s analysis based on that standard. Defarfitat argues that th€ourt erroneously relied

on its analysis of sevdraf the factors described in Patéd Corp. v. Polarad Elecs. Corp., 287

F.2d 492 (2d Cir. 1961), which, according to Defent, are used only to examine consumer
confusion and thus are relevamily to the issue of whether afdedant infringed, rather than
counterfeited, a mark. Defendardrrectly points out th&fw]hen counterfeit marks are
involved, it is not necessary to consider thedextet out in_[Polaroid,] which are used to
determine whether a mark is a colorable imitatba registered marthat creates a likelihood
of confusion about its source, because cadeit marks are inlrently confusing.” Colgate-

Palmolive Co. v. J.M.D. All-Star Imp. & Exp. Inc., 486 F. Supp. 2d 286, 289 (S.D.N.Y. 2007)

(internal quotation marks omitted). This Codid not, however, rely on the selected Polaroid
factors simply to equate itanfiling of infringement to counteifang, but rather invoked them in
aid of its analysis athe elements of a counterfeiting ctai In examining whether the marks
were substantially indistinguishi@band spurious, the Court refadri® its previous analysis of:

(1) the similarity of the two marks, to addsewhether they were identical or substantially
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indistinguishable and whether the use of tHéahy mark deceptively suggested a false origin

and thus was spurious; (2) the finding of actaifusion to address the requirement that the
counterfeit “cause confusion, . . . cause mistake,. . deceive,” Milstein, 401 F.3d at 62

(internal citation and quotation marks omitted); and (3) Defendant’s bad faith, with respect to the

issue of intent to confuse customers. Saryrdudgment Opinion, 127 F. Supp. 3d at 255-56.

Defendant next argues that an analgéithe spuriousness of a mark “requires
that the Court consider ‘how the marks apgearonsumers in the marketplace’ — in other
words, the entire context of the Contested Sigmbkthe sale of the Costco Rings.” (Def.’s Mem.

to Amend J., Docket Entry No. 450, 10 (quoting Colgate-Palmolive, 486 F. Supp. 2d at 289)

(alterations and emphasis omitted)). The Courtidithct, consider the sale of the counterfeit
rings from the perspective of the consumer althoad context of the &re sale, concluding that
the undisputed facts of record on that motion ficacviewed in the light most favorable to
Costco, demonstrated that Gass use of the Tiffany markuggested a false origin despite

being placed on a nearby sign etkthan on the ring itself. Th&ourt considered, inter alia, the
evidence regarding the placemenGafstco’s signs, the location of the mark on those signs, the
sale of rings nearly identical ®laintiffs’, and uncontroverted lence that real consumers were
actually confused in concluding that Defendantse was spurious. See Summary Judgment

Opinion, 127 F. Supp. 3d at 255-56.

Finally, Defendant contendbat counterfeiting may only be found when the
infringing good is a “stitch-for-stitch” copy of ¢hplaintiff’'s good and that the use of the mark on
a “colorable imitation” will support a claim fanfringement, but not a claim for counterfeiting.

See Gucci Am., Inc. v. Guess?, Inc., 86&&pp. 2d 207, 223, 242 (S.D.N.Y. 2012) (stating that

courts uniformly apply the 15 U.S.C. section ZH2finition of counterfiéing to stitch-for-stitch
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copies); see also Johnson v. Connollg, 8 06-6414 VRW, 2007 WL 1151004, at *2 (N.D.

Cal. Apr. 18, 2007) (stating that a mere colorable imitation will not sustain a claim for
counterfeiting). Here, the Coddund that there was no genuissue of material fact as to
whether, taking into account the entire contefxCostco’s display, the placement of the Tiffany
mark on signs where Costco would normally pladegand name to advertise the sale of rings
that were essentially copies of Plaintiffsigs rendered the rings as displayed for sale
indistinguishable from those of Plaintiffs,géte the presence of the stamp of the true

manufacturer inside the coenteit rings. _Cf. Louis Vuitto Malletier S.A. v. Sunny Merch.

Corp., 97 F. Supp. 3d 485, 499-500 (S.D.N.Y. 2018¢{fig that a counterfeit product need not
be a stitch-for-stich copy and that products may be found counterfeit dliey dre inferior in
guality in comparison to the original good). Dedant has articulated riacts or controlling law
overlooked by or previously unavalile to the Court and Defendaniotion to reconsider the

grant of summary judgment with respect to Ri&si counterfeiting claim istherefore, denied.

Defendant next argues ththe Court did not adequatetpnsider evidence that,
Defendant contends, would have raised a genisisue of material fact as to whether
Defendant’s infringement was willful. Speciflyg Defendant points to evidence that clerical
employees simply created the signs bearingrtfiany mark to follow the company practice of
displaying the setting style indicated on the vendor invoices andifjaat,receiving a demand
letter from Plaintiffs, Defendant ceased using tirm Tiffany, alertedll purchasers of the
infringing rings about Plaintiffdegal position, and offered @ccept any returns based on this
information. (Def.’s Mem. to Amend J. at 18-(citing Docket Entry No. 122 |1 14-16, 20-23;

Docket Entry No. 122-4).)
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In support of its finding of willfulnesshe Court relied on its Polaroid bad faith

analysis. Summary Judgment Opinion, 127 F. SB@gm@t 261. The Coudonsidered the facts
proffered by Defendant in the context of itegentation in its summary judgment papers, and
concluded based on the record in the sumruatgment motion practice that Defendant’s
assertions that its employees relied on the veimdaices for characterization of the setting as
“Tiffany” on Costco’s signs were untenablelight of the evidence that Costco had actively
encouraged those same vendors to copy Plaintiffs’ products. Id. ad28@rdingly, Defendant

has failed to demonstrate an error of lavamt necessary to warrareconsideration.

Imputation of Membership Revenue as Profits

Defendant next argues that the Conust alter and amend its judgment, findings
of fact, and conclusions thataftiffs were entitled to a portion of Defendant’'s membership
revenue to compensate for Gmss unusually small declared profit margin on the sale of the
infringing rings, pursuant to Rules 5&land 59(e). Defendant continthat the Court relied
only upon the “unsubstantiated assertion by Hitshexpert, Brent Kaczmarek, that Costco
makes most of its money on membership fakswing for a smaller profit margin” on the
infringing rings, pointing to purportedeficiencies in his study. (Def.’s Mem. to Amend J. at 19

(internal quotation marks and alternations omitted).) HowéherCourt also relied upon the

2 Rule 52(b) is an appropriate mechantsmeexamine the Court’s findings following a
bench trial, where, as here, the jury vetrdor Lanham Act damages was advisory. A
Rule 52(b) motion is evaluated under a simiémonsideration standhas a Rule 59(e)
motion and should be “denied unless the mg\party can point to controlling decisions
or data that the court oveoked.” L.I. Head Start Child Dev. Serves., Inc. v. Econ.
Opportunity Comm’n of Nassau Cty. dnNo. CV 00-7394-ADS, 2010 WL 8816299, at
*7 (E.D.N.Y. May 28, 2010), aff'd, 710 F.3d 5Zd Cir. 2013) (quoting Rafter v. Liddle,
288 Fed. Appx. 768 (2d Cir. 2008)).
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testimony of Douglas Schutt, Defendant’s&tMerchandising Officer, in which Schutt
acknowledged that Defendant is able to chargg a small 13% markup on the rings because of
its membership fees, which function to offsas lower margin. Post-Trial Opinion, 274 F.

Supp. 3d at 223 (citing Trial Tr., Dockiéntry No. 402, at 443:19-444:4).

Defendant also objects to the Court’gpumation of an approximately 50% profit
margin to account for the diminished markupl6f31% or 13% Costco charged for its rihgs
and bring the profit computation ¢ime rings into alignment with more traditional jewelry stores,
which typically accrue a profit of 50-100%. Sdeat 223. Defendanbatends that the Court
failed to provide a rationale as to why imputing profit margin for a traditional jewelry store to
Costco is appropriate given that Costco selgder stock of products and employs a vastly
different business model. As the Court previousdted, equity requires that where, as here, the
sale of the jewelry is subsidized by the mawve derived from membership sales, which are
themselves driven by the lure of discounted jeyvand other products, asding only the profits
earned directly from the sale of the infringimggs would be insufficient. Id. at 224; 15
U.S.C.S. § 1117(a) (LexisNexis 2006) (“If the dosinall find that themount of the recovery
based on profits is either inadequate or excesseourt may in its dcretion enter judgment
for such sum as the court shall find to be justpading to the circumstances of the case.”). To
hold otherwise would essentially sanction tradéniafiringement so longs a defendant could
shift profits to a different incoming revenueestm. Furthermore, once a plaintiff proves a
defendant’s sales, the burden shifts to the deifieinid “prove all elements of cost or deduction

claimed.” 15 U.S.C.S. § 1117(a) (LexisNexi©98 Accordingly, Defend# bore the burden of

3 Each party proffered evidence to suppattféerent markup figure, both of which were
significantly below the 50% profit margin impmat by the Court. See Post-Trial Opinion,
274 F. Sup. 3d at 223.
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proving the proper profit margin,kisg into account any uniquedtures of its business plan,
including the impact of its membership fees ampiticing and profits for sales of the infringing
rings at issue here. Defendant’s proffer aieyal figures derived only from its own acquisition
and selling price differentials was insufficigatcarry this burden, and the Court’s equitable
determination, which imputed a profit margin a tbw end of the relevamégular retail range,

was supported by the trial record.

Defendant also asserts that the imputatiba portion of membership fees as a
portion of the profits attributabk® the sale of the rings undeetiiiffany mark conflicts with the
Court’s summary judgment deasi striking Plaintiffs’ demand foan accounting of Costco’s
profits for the sale of memberships and otiherchandise. In its Summary Judgment Opinion,
the Court held that Plaintiffs had profferedenadence that the infringement caused customer
confusion with respect to the sale of memberships or other goods. See id., 127 F. Supp. 3d at 59-
60. The Court also found that Kaczmarek’s agsestthat the sale of the counterfeit rings
caused a “halo effect,” enticing customers &tWCostco stores more often and/or make
increased purchases there, were not suppbsteshy measurements of the impact of the

infringement on the sale ofiemberships or other gootidd.

The Court’'s summary judgment decisi@jected only Plaintiffs’ stand-alone
demand for an accounting of Costco’s profitsmirthe sales of memberships and other goods,
noting that there was no evidence to demonstrateltafendant’s infringement resulted in such

profits. By contrast, the Court’s apportionrhehmembership fee venue to profits in

4 See also Order, September 16, 2016, Ddekéty No. 335, at 2 (overruling Costco’s
objection to evidence of the “halo effect” dftceasure hunt” theories, holding that such
evidence is “relevant to thesues of Costco’s motivati, state of mind and bad faith
with respect to the subject sales and signage.”)
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connection with specific sales wferchandise was based on Sthwadmission that income from
membership fees subsidized a much lower timmal markup on the infringing rings. (See
Trial Tr., Docket Entry No. 402, at 444:1-4There is no inconsistency between the summary
judgment decision and the imputation of a highefipkevel for actual merchandise sales, as

based on the trial evidence.

For the foregoing reasons, Defendant’s Rule 52(b) and 59(e) motions are denied
with respect to the Court’s edqable award of a portion of memtship fee revenue to account

for the subsidization of low-margin salefsthe infringing ring by membership fees.

Rule 50(b) Motion

Defendant also seeks a determination that the jury’s award of punitive damages
was inappropriate as a matter of Pv@pecifically, Defendant cosds that punitive damages
were unavailable under New York law becausari®iffs did not suffer any actual damages and
that the jury’s verdicwas not supported by sufficient egitte that Defendant intended to
deceive its customers as to thegor of the infringing rings.

“Under Rule 50, judgment as mattedaiv is appropriatevhere there is no

legally sufficient evidentiary basfor a reasonable jury to find for a party. . . . [A] court may

5 After Plaintiffs rested their case, Datlant moved for judgment as a matter of law
pursuant to Federal Rule of Civil Proceduréa0Pwhich motion the Court denied. (Trial
Tr., Docket Entry No. 406, at 947:2-962:@efendant now renews its motion pursuant
to Rule 50(b). In its Post-Trial Opinion gliCourt observed that Defendant did not make
any “explicit motions under Rule 50(b) aBf, [but that] it ha[d] made a number of
arguments that implicate the weight and pregrof evidence.” Post-Trial Opinion, 274
F. Supp. 3d at 227. The Court rejecteddddant’s arguments “with respect to
evidentiary bases of the jury’s impli@bnclusions concerning the extent and
reprehensibility of Costco’s wrongful condticld. Because Defendant submitted its
earlier briefing papers in response to @wurt's order (Docket Entry No. 387), and did
not explicitly move for judgment as a matté law pursuant to Rules 50(b) and 59(e),
the Court considers the instant motion.
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properly grant judgment as a matter of law wheegved in the light most favorable to the
nonmoving party, the evidence is such that, witveeighing the credibilityof the witnesses or
otherwise considering ¢hweight of the evidence, there dambut one conclusion as to the

verdict that reasonable men could have reachtefrill Lynch Interfunding, Inc. v. Argenti,

155 F.3d 113, 120 (2d Cir. 1998) (quotiBgmuels v. Air Transport Local 50492 F.2d 12, 14

(2d Cir.1993)) (internal quotation marks anthttons omitted). “In ruling on a motion for
judgment as a matter of law, [a court] must vibe evidence in a light most favorable to the
non-movant and grant that partyeey reasonable inference that fhiey might have drawn in its
favor.” 1d. at 120-121 (internal quotation madksitted). Judgment as a matter of law “may
only be granted if there existsich a complete absence of @ride supporting the verdict that
the jury’s findings could only he been the result of sheermise and conjecture, or the
evidence in favor of the movaist so overwhelming that reasonable and fair minded persons

could not arrive at a verdieigainst it.” _Brady v. Wal-Mart Stores, Inc., 531 F.3d 127, 133 (2d

Cir. 2008) (quoting Luciano v. Olsten @or110 F.3d 210, 214 (2d Cir. 1997)) (internal

guotation marks and alterations omitted).

With respect to Defendant’s contention that Plaintiffs may not recover punitive
damages under New York law absent establishing compensatory or actual damages, the Court
has already rejected this very argumentsrPiost-Trial Opinion. 274 F. Supp. 3d at 225-26.

The Court held that punitive damages are available where a plaintiff pursued an accounting of

profits and statutory damages under the Lanhatrb@cause that statute provides a mechanism
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to “compensate plaintiffs even in the absencprobf of actual damages or profits,” and, for the

reasons stated in its Post-Trial Opim now adheres to the same conclusidd.

Defendant then argues that the jurgvgard of punitive damages was unsupported
by evidence that Costco sought to deceive oreacktustomers into believing that Plaintiffs had
manufactured the ring. Specificallpefendant contends that thee of the term “Tiffany” was
intended to signal the style of the setting rathan its source of mafacture and that evidence
of Defendant’s senior executivedtitude towards the use Blaintiffs’ mark, marketing
strategies designed to create the impression of an assowidtidPlaintiffs, and consumer
confusion do not demonstrate the “gross, wantoniltiul” behavior required for the award of
punitive damages under state law. Post-Tjginion, 274 F. Supp. 3d at 226 (internal quotation
marks and citation omitted). In its Post-Trial Opinion, the Court dismissed Defendant’s
argument that such evidence was insufficiend, @afendant has advanced no further, reasoned

argument in support of its positidinstead only disparaggly recounting the Court’s

6 Defendant points to the Caisrstatement that “the Lanham Act itself contemplates. . . an
award of statutory damages . . . , which permits consideration of both punitive and
compensatory factors, without the nee@stablish profits oactual damages in the
recognition that such measures of monetalgf may be difficit to prove in these
cases.” Post-Trial Opinion, 274 F. Supp.a8@25. Defendant contends that this
statement is inconsistent with an awaf@ punitive component of damages where
“Plaintiffs explicitly disavowed actual damages of any sort,” despite the existence of
sales records from which to calculate Costqoiits. (Def.’s Mem. to Amend J. at 21
(emphasis omitted).) The Court’s statement was, however, made in support of the
proposition that an accounting of profitsaostatutory damages award will satisfy the
prerequisite for actual damages without the neegktablish actual loss, not to suggest
that a plaintiff would be barred from collecting punitive damages unless it exhausts every
effort to quantify profits or damageSee Post-Trial Opinion, 274 F. Supp. 3d at 225.

! Defendant also argues that Plaintiffs faileghtesent evidence to affirmatively establish
that use of the term “Tiffany” was intendedinaply the origin of the rings rather than the
style of the setting. Thedbirt already concluded thete jury considered ample
evidence, “including evidence of the conduct attdude of Costco’s senior executives
towards use of the ‘Tiffany’ mark and thewvsuit, customer confusion, and marketing
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characterization of the &ence in its Post-Trial OpiniorAccordingly, Defendant has failed to
show that the jury’s verdict wa® insufficiently supported thatdbuld only have been the result
of surmise or conjecture, and, for the reasons statid Post-Trial Opinion, this aspect of the

motion is denied. See Brady, 531 F.3d at 133.

Defendant also seeks a new trial bam@the Court’s instructions informing the
jury that the Court hadlready found Defendant’s infringementbe willful and sufficient to
constitute counterfeiting, in aduatin to the Court’s exclusion @vidence at trial to establish a
lack of customer confusion and evidence of alternative, non-infigngses of the term

“Tiffany.”

“A jury instruction is erroneous if it releads the jury as to the correct legal
standard . . . and requires a neialtunless the error is harmless[tiat it] . . . did not influence

the jury’s verdict.”_Gordon v. New Yorkity Bd. of Educ., 232 F.3d 111, 116 (2d Cir. 2000)

(internal quotation marks and citations omitteds previously explained, the Court’s
instructions that Defendant’s actions wesiéful and constituteccounterfeiting under the
Lanham Act were properly supped by the holdings containe@dthe Summary Judgment

Opinion.

Because Defendant concedes that it wdsed permitted to introduce evidence as

to non-infringing uses of the term “Tiffanya’ new trial is not warranted on that gro@nd.

strategies designed to invo&a association with Tiffay,” to support its award of
punitive damages. Post-Trial Opinion, 274 F. Supp. 3d at 226.

8 (Def.’s Reply in Support of Mot. to Ame J., Docket Entry No. 457, at 9 (“Plaintiffs
note that Costco was permitted to includersberences to the non-trademark meaning of
Tiffany. . . . Costco was nertheless prohibited from ggenting evidence regarding
actual confusion.”).)
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Defendant also argues that it was prejadiby the Court’s rulig that it could not
present evidence that customers were not Bgttanfused by Costco’s actions in connection
with its opposition to the award of punitive dagea. The Court excluded evidence of lack of
actual consumer confusion because Plaintiffd presented unrebutted evidence of such
confusion on summary judgment, which establistiee predicate for asmccounting of profits, a
conclusion that would be inapprogte to revisit at trial. (Cdarence Tr., Docket Entry No. 275,
at 18, 34-35, 44, 61); see also Summary Judgment Opinion, 127 F. Supp. 3d at 260 n.5.
Defendant nonetheless asserts itwaias prejudiced by its inaktii to present evidence that
customers were not actually confused to support iteatioh that Defendant was not liable for
punitive damages. Defendant is unable to poitihéorecord to demonstte that it ever sought
to introduce, or that the Coutecluded, evidence of lack obnsumer confusion in connection
with the question of whether Costco’s actions wgress, wanton, . . . willful . . . or other[wise]
morally culpable,” and thus whether punitive damages were warranted. See Summary Judgment
Opinion, 127 F. Supp. 3d 241 at 261-62 (internal quotation marks and citation omitted);
(Conference Tr., Docket Entry No. 275, at 18,3%4 44, 61). Accordingly, Defendant is not

entitled to a new trial basexh its inability to introducevidence of actual confusion.

For the foregoing reasons, Defendant@tion for judgment as a matter of law or

a new trial is denied.

Plaintiffs’ Motion for Attorneys’ Fees and Expenses

The Court found, in its Post-Trial Opom, that Plaintiffsvere entitled to
reasonable attorneys’ fees pursuant to 15.@. section 1117(b) (“Section 1117(b)”), which
authorizes both the trebling ddamages and the award of attorneys’ fees “in a case involving

[the] use of a counterfeit maor designation . . . urds the court finds extenuating
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circumstances.” 15 U.S.C.S. 8§ 1117(b) (LexisN&018). Plaintiffs nowequest awards of
attorneys’ fees in the sum $5,600,765.50, disbursements billedPtaintiffs in the amount of
$176,666.70, and amounts paid by Plaintiffs direitlgxpert withesses and other third-party
service vendors in the suoh $640,241.14, for a total award $5,417,673.34. (Decl. of Jeffrey

A. Mitchell, Docket Entry No. 447, § 3.) Defendaohtends that Plaintiffare only eligible to
receive fees for the portion of theiounsel’s legal work that relata@irectly to the counterfeiting
claim, that attorneys’ fees are not availalneler Section 1117(b) ithe counterfeit good is
stamped with the actual manufa&tis trademark, and that Plaintiffs are not entitled to expenses

attributable to expe witnesses.

Defendant’s argument that the renesdior a counterfeiting claim provided by
Section 1117(b) are not availabiaen the counterfeit good is stped with the trademark of the
actual manufacturer, rather thiore mark of the plaintiffis simply another variation on
Defendant’s challenge of the Court’s determinabarthe merits of the counterfeiting claim.
Defendant cites no new law or facbut simply refers back to its summary judgment briefing in
which it argued that it could not be liable fouaterfeiting because itsngs were stamped with
the mark of the true manufacturer. (See Déflesn. in Opp’n to Attys.’ Fees, Docket Entry No.
451, at 1, 1 n.1.) Because the Court has cdeduhat Defendant engaged in counterfeiting
despite the use of the true manufacturer’s nfalkintiffs are entitled to the statutory remedies
that are available in a Lanham Act case iawa counterfeiting._See Summary Judgment

Opinion, 127 F. Supp. 3d at 254-56.

Defendant next argues that attorsidges awarded und&ection 1117(b) must
be limited to the expenses attributable topghesecution of Plaintiffstounterfeiting claim and

cannot extend to fees incurred in prosecutiragniffs’ Lanham Act clan for infringement or
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Plaintiffs’ state-law claims, and in defendingaatst Defendant’s counterclaim for invalidation
of Plaintiffs’ trademark as generic. Althougletbarties have not offateany authority as to
whether fees for non-counterfeiting claims t@nawarded pursuant 8ection 1117(b), the
broad, plain language of Section 1117(b), which authoriezbsett anham Act damages for

violations of 15 U.S.C. § 1114(4) and attorneys'des in “case[s] involving [the] use of a

counterfeit mark” where the vidian consists of intentional usé the mark in connection with

the sale of goods, indicates that awards in cases of counterfeiting are not limited strictly to fees
incurred in prosecuting claims charging counterfeiting. 15 U.S.C.S. § 1117(b) (LexisNexis
2018) (emphasis added). Thi®ad language, includintpe statute’s reference to the general
Lanham Act liability provision, clearly suggestst the Court should award attorneys’ fees
incurred in prosecuting the Lanham Act infringernelaim, not just te counterfeiting claim

itself. This interpretation of the statute is pragmatic as well as logical and consistent with the
plain language of the statut€ounterfeiting is an elevated form of infringement and an
evaluation of both causes of action, as pesiy discussed, requs@n examination of

overlapping and inteelated factor8. See Gucci Am., 868 F. Supp. 2d at 242 (describing

counterfeiting as the “hard corer ‘first degree’ of trademark fringement that seeks to trick
the consumer into believing he or she idigg the genuine artiel’); Summary Judgment
Opinion, 127 F. Supp. 3d at 254-56 (utilizing the RoGinfringement factors to inform the

Court’s counterfeiting analysis)lhe analogous state-law clai® almost entirely congruent

with the Lanham Act infringement claim, thomaking it impossible flothe Court to apportion

° The specific factors examined in conti@e with both causes of action included bad
faith, degree of similarity, and actual casfon. Summary Judgent Opinion, 127 F.
Supp. 3d at 255.
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fees among them as to the litigatiortloé merits of the substantive claifis! Cf. Gracie v.
Gracie, 217 F.3d 1060, 1069-1070 (9th Cir. 2000) (matat attorneys’ fees awarded pursuant
to Section 1117(a) should be apportiobetiveen Lanham Act claims and non-Lanham Act
claims unless the claims areiaterrelated as to make suapportionment impossible). Fees
incurred to defend the validity of the trademark against Defendant’s counterclaim that it was
generic must be also be awarded becausesitn@aessary for Plaintiffs to preserve their

trademark in order to use it as thasis for their counterfeiting claita.

One aspect of the litigation is notnepensable under Section 1117(b), however.
Plaintiffs’ claim for punitive damages under stédw, did not, however, arise under the Lanham
Act and addresses issues distiinom those that are core to the Lanham Act claims. Fees

incurred solely in connection with that clamust, therefore, be disaggregated from those

10 Plaintiffs’ state-law infringement claims veesubject to substantially the same analysis
as their federal counterpagred are thus also impossilieapportion._See Lopez v. Gap,
Inc., 883 F. Supp. 2d 400, 430 (S.D.N.Y. 2012) (quoting Lorillard Tobacco Co. v.
Jamelis Grocery, Inc., 378 Bupp. 2d 448, 456 (S.D.N.Y.2005)).

1 The Second Circuit has, in dicta, expressieepticism regarding awards of attorneys’
fees under Section 1117(a) for non-Lanhamdsaims, even where such claims are
intertwined with Lanham Act claims, becaubke practice could peritiarge fee awards
in cases with very small Lanham Act cpoments._Sleepy’s LLC v. Select Comfort
Wholesale Corp., 909 F.3d 519, 532 (2d Cir.801ndeed, in Sleepy’s, the sole
Lanham Act claim in an “all-but-the-kitchem&’ complaint appeared to the appellate
court to have been peripheralthe lawsuit._Id. at 533. Theourt finds little if any basis
for such concerns in this case, becausetdte-law claims here are almost entirely
congruent with their Lanham Act countersairt terms of both the scope of discovery
and the legal analysis. Any apportionmenuld, therefore, bentirely arbitrary,
reducing Plaintiffs’ fee award simply becausaiftiffs elected to aiculate their claims
as ones under New York law as well as under the Lanham Act.

12 Defendant was granted summary judgnsinissing Plaintiffs’ federal trademark
dilution claim. As Plaintiffdid not contest that aspect@éfendant’s motion, it does not
appear that Plaintiffs incurred any fee<onnection with this claim. Summary
Judgment Order, 127 F. Supp. 3d at 262.
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incurred in litigating the Lanham Adssues. Plaintiffs’ attorney$e request is therefore denied
to the extent it seeks recoveryfeés incurred in litigating the punitive damages aspect of the
state-law claims and related post-trial motion pcactiPlaintiffs will be directed to recompute
their attorneys’ fee request éxclude fees incurred in corgt®n with the punitive damages

claim.

Defendant also opposes PIdifist expense reimbursement request to the extent
that it includes expert witheéses, arguing that fees for expefitnesses are not reimbursable

under the Lanham Act and citing Merck EprdMa v. Brookstone Pharm., LLC, No. 09 CV

9684 RJS, 2013 WL 3146768, at *5 (S.D.N.Y. JufAe2013). Plaintiffs do not dispute this
proposition, but cite Merck fahe proposition that the Court snanvoke its inherent powers
where the party “clearly acted in bad faithconducted [it]self dishonestly.” Id. at *5

(quotingKensington Int’l Ltd. v. CongoNo. 03 CV 4578(LAP), 2007 WL 2456993, at *6

(S.D.N.Y. Aug. 24, 2007)) (internal quotation marksitbed). Plaintiffs assert that the jury’s
award of punitive damages, which was necessprégicated on a finding of gross, wanton, and
willful behavior by the Defendant, establishes agar basis for an award of expert witness fees
pursuant to the Court’s inherent powersaififfs’ reliance on the jury’s finding as to
Defendant’s conduct in connection with the evehndt gave rise to thigigation is, however,
misplaced. An award of fees pursuant to the Courherent powers requs a demonstration of
bad faith in the conduct of the litigation, not menelyhe conduct giving rise liability. Cf. id.

at *5 (finding that, in addition to the defemds’ business model being built on the deception of
the public, the defendants’ vexatious and wardonduct within the litigation warranted the

shifting of attorneys’ fees); see also Rang&mne. Mariani, 718 F.3d 64, 68 (2d Cir. 2013)
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(explaining that a court’s inharepower to impose sanctionsgsounded in its authority “to

control the proceedings that take place before this Court”) (emphasis added).

Here, while Defendant’s conduct thiis litigation was undoubtedly very
aggressive, Plaintiffs have nsttown that Costco’s defense was conducted in bad faith or
dishonestly so as to warrant the use of the Countierent power to award expert witness fees.
Plaintiffs’ request for reimbursement of $519,656.66xpert witness fees associated with Dr.
Jacob Jacoby, of Jacob Jacoby Research, Inc., and Kaczmarek of Navigant Consulting, is
therefore denied. See Merck, 2013 WL 31467685 afsee Mitchell Decl. | 25; see also
Docket Entry No. 447-18 (specifying the costeazh vendor).) However, for the reasons that
follow, Plaintiffs’ application for fees for conswensurveys and investitian is granted in the
sum of $120,584.48. (Docket Entry No. 447-18.)

Relatedly, Defendant contends that tteu@ may not award professional fees to
vendors who produced evidence for Pldistiincluding PhiPower, which conducted a
genericism survey, Target Research Group, Wwhantacted Costco customers to determine
whether they were actually confused as to the origin of the edeittrings, and Investigative
Consultants, which photographee tinfringing signs and interactedth Costco salespeople.
(Mitchell Decl. T 25.)Courts will award expenses fooresumer surveys under Section 1117(b)
if the Court found them helpful oelied on them in adjudicatirtge claims, but will decline to

grant such fees if the surveys are minimaligbative. _See Audemars Piguet Holding S.A. v.

Swiss Watch Int’l, Inc., 42 F. Supp. 3d 58@4-48 (S.D.N.Y. 2014), modified, No. 12 CV 5423

LAP, 2015 WL 150756 (S.D.N.Y. Jan. 12, 2015) (eduag consumer survey expenses under

Section 1117). Similarly, courts in this circuitvesawarded fees in trademark cases for the costs
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of private investigators. Innovation VentureEC v. Ultimate One Dystric. Corp., 176 F. Supp.

3d 137, 163-63 (E.D.N.Y. 2016).

Because the Court relied on informatfomm PhiPower’s genericism survéy
and deposition testimony of customédentified by Target Research Grétignd because an
investigator for Investigative @sultants testified at trial, éraward of such expenses for
services by those vendors is appropricdee Summary Judgment Opinion, 127 F. Supp. 3d at
249-51; (Mitchell Decl. § 25).

The Court next turns to the reasonabssnef Plaintiffs’ requested fees. “A
district court has ‘considerabtiscretion’ in determining whatonstitutes a reasonable fee

award,” which “should be based on a ‘reason&bilerly rate,” or “the rate a paying client
would be willing to pay,” as determined based on a holistic assessment of all of the

circumstances at issue in the case.” Trustédew York City Dist. Council of Carpenters

Pension Fund, Welfare Fund, Annuity Fund watdie Tile & Flooring, Inc., No. 14-CV-06450

KBF, 2015 WL 3797273, at *6 (S.D.N.Y. Juf8, 2015) (quoting Arbor Hill Concerned

Citizens Neighborhood Ass’n v. Cnty. ofl¥ény, 522 F.3d 182, 190 (2d Cir. 2008)). A

“reasonable hourly rate” shouldsal correspond with the prevailingtes “in the community for

similar services by lawyers of reasonably comparable skill[,] expertise and reputation.” Id.

13 Although Plaintiffs assert that design of this survey was a joint effort between Jacoby and
PhiPower, Plaintiffs have submitted no evidence from which the Court can determine
what, if any, of Jacoby’s castvere attributable to higork in designing and conducting
the survey, as opposed to acting as an exygress. AccordinglyPlaintiffs’ request for
fees related to Jacoby’s cobttions to this survey is deed, but the request for costs
attributed to PhiPower, which wal only on the survey, is granted.

14 The Court finds that Target Researclo@r's canvassing of Costco customers to identify
those confused as to the origin of the rirggsufficiently akin to the work of a private
investigator, or in the alternative, thenduct of a survey, to warrant an award of
attorneys’ fees.
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(quoting_McDonald ex rel. Prendergast v. Rem#lan of the NYSA-ILA Pension Tr. Fund, 450

F.3d 91, 96 (2d Cir. 2006)).

Plaintiffs proffer contemporaneous timexords in support dheir application
that specify the dates, hours expended, andaafuhe work done for each attorney who has
prosecuted this action. (Docket Entry Nos. 44through 447-9.) The Court finds that the
hourly rates, ranging from $315-$585 per hourdiorassociate (depending on experience) to
between $625 and $845 per hour for a partner,easnable considering the prevailing rates for
firms engaging in complex litigation in thissthiict. (Mitchell Decl. 1 13-24, 26-30; see 2014
ALM Legal Intelligence 2014 Billing Survey, DockBntry No. 447-26 (providing a survey of
billing rates for the nation’850 largest law firms).)

Plaintiffs’ request that fees be calculatgdts counsel’'s undi®unted rate is not
opposed by Defendant. The Second Circuit has ugheldward of fees bad on an attorney’s
full rate notwithstanding a discounted rate actually charged to a prevailing party, reasoning that a
defendant who acted willfully, as the jury’s @l of punitive damages recognizes in this case,
should not benefit from a discount negtathbetween a plaintiff and its coun$elGetty

Petroleum Corp. v. Barco Petroleum Corp., 8581 103, 114 (2d Cir. 1988); but see Crescent

Publ’g Group, Inc. v. Playboy Enters., 246 F132, 151 (2d Cir. 2001) (stating that “the actual

billing arrangement is a significant, though netessarily controlling aictor in determining
what fee is ‘reasonable’ in a copyright case). rétiver, Plaintiffs’ discont was offset, at least
in part, by the contingency fee. The Court will, therefore, award fees at Plaintiffs’ counsel’s

non-discounted rate.

15 The invoices provided by Plaintiff refleat30% discount from the requested fees,
negotiated in exchange for a 20% cogéncy fee. (Mitchell Decl. 1 7.)
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The Court has reviewed carefully thaliRliffs’ proffered contemporaneous time
records and finds Plaintiffs’ gaiest, including the hours expendedl nature of the work done,
is reasonable, and is adetplp supported by documentatiéh. Accordingly, Plaintiffs are
entitled to their requested feesdaexpenses less fees paid xpeart witnesses, in the sum of
$5,898,016.68, less the fees attributable to worlopastd solely in connection with the pursuit
of punitive damages under state law.

CONCLUSION
For the foregoing reasons, Defendant’'giotopursuant to Rules 50(b), 52(b), and

59(e) is denied.

Plaintiffs’ motion for attorneys’ fees andpgenses is granted in part and denied in
part. Plaintiffs’ attorneys’ fee request is dengescto fees incurred solely in the litigation of
Plaintiffs’ claim for punitive damages and is grahie all other respects. Plaintiffs’ motion is
denied to the extent it seeks the reimbursemeexpért withess fees, and is granted as to the
$120,584.48 sought for reimbursement of expemsesred in connection with consumer
surveys and investigation. Plaifgiare directed to file an affavit enumerating the attorneys’
fees incurred solely in litigating the punitivendages claim, and a proposed order awarding (a)

the remainder of Plaintiffs’ requested attorndggs, (b) the consumerrsey and investigation

16 Plaintiffs cite several examples of litigation expenses that they incurred and which they
contend demonstrate tkhententious nature of this litigation. These examples include a
request for Costco to print material thatswaiginally turned over to Plaintiffs in
electronic form, a dispute over whetltlee correct witness was produced for a
deposition, and the notice gbeal of the Summary Judgmedpinion, which Plaintiffs
claim was facially barred as interlocutor§Mitchell Decl. 11 3345.) Defendant cites
these same incidents as examples of extnamétigation unrelatetb the counterfeiting
claim that supports its application for feelhe Court finds no reasons why Plaintiffs’
litigation of or opposition to tse issues were in any way ustjfied or tangential to the
Court’s determinations given the contemtsness and complexity of this case.
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fees referred to in the foregoing paragragid (c) disbursements in the amount of $176.666.70,
no later thadanuary 21, 2019. Any opposition to the proposed order, and any counterorder,
must be filed bylanuary 28, 2019. Any reply submission must be filed Bgbruary 1, 2019.

Courtesy copies of the filings must be provided for Chambers.

This Memorandum Order resolves Docket Entry No. 449.

SOORDERED.

Dated: New York, New York
January7, 2019

/s/ Laura Taylor Swain
LAURA TAYLOR SWAIN
Lhited States District Judge
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