Case 18-293, Document 96, 10/12/2018, 2409274, Pagel of 30

0.18-293

United States Court of Appeals
for the Second Circuit

LOUISVUITTON MALLETIER, SA.

Plaintiff-Appellee,
V.

MY OTHER BAG, INC,,

Defendant-Appellant.

On Appeal from an Order of the United States District Court
for the Southern District of New York

REPLY BRIEF FOR DEFENDANT-APPELLANT

Brian J. Philpott Paul Alan Levy
Corey A. Donaldson Julie Murray
Koppel Patrick Heybl & Philpott Public Citizen Litigation Group
2815 Townsgate Road, Suite 215 1600 20th Street NW
Westlake Village, California 91361 Washington, D.C. 20009
(805) 373-0060 (202) 588-7725
plevy@citizen.org

David S. Korzenik
Terence P. Keegan
Miller Korzenik Sommers Rayman LLP
1501 Broadway, Suite 2015
New York, New Y ork 10036
(212) 752-9200 Attorneys for Defendant-A ppellant



Case 18-293, Document 96, 10/12/2018, 2409274, Page2 of 30

TABLE OF CONTENTS
Table of Authorities
INTRODUCTION
ARGUMENT

l. TheTrial Court Used theWrong L egal Standards Under Octane Fitness,
Which Governs Lanham Act Fee Applications. ...................... 2

[I. The Tria Court Faled to Apply Its Own Summary Judgment
Determinations, as Affirmed by This Court, in Deciding Whether the
Weakness of Louis Vuitton’s Litigating Position Stood Out from the
Ordinary Lanham ACt Case.. . .. ... e 7

[11.  The Trial Court Exaggerated the Impact of a Fee Award on Litigious
Plaintiffs Such as Louis Vuitton and Ignored the Impact of Denying
Compensationto Small ParodistsLikeMy OtherBag. . .............. 14

V. In Denying Attorney Fees Under the Copyright Act, the District Court
Wrongly Demanded Exceptionality and Wrongly Held That Its
Balancing of Lanham Act Compensation and Deterrence Foreclosed
Feesunder the Copyright Act. .. ... .. 20

CONCLUSION. . . e e 23



Case 18-293, Document 96, 10/12/2018, 2409274

TABLE OF AUTHORITIES
CASES

Campbell v. Acuff-Rose Music,
510U.S.569(1994) . .. ..ot

Fogerty v. Fantasy, Inc.,
510U.S.517(1994) . . .. .o

Fox v. Vice,
563U.S5.826(2011)........ciii

Garcia-Rubierav. Fortuno,
727 F.3d102 (1stCir.2013) . ...

Goldberger v. Integrated Resources,
209 F.3d43(2d Cir.2000). . .. ..o vvi i

Hormel Foods Corp. v. Jim Henson Productions,
73F.3d497(2dCir.1996). ..........cciun...

ILOR, LLC v. Google, Inc.,
631 F.3d 1372 (Fed. Cir.2011) . ................

Kirtsaeng v. John Wiley & Sons,
136 S.Ct.1979(2016) . . .. ..o oo

Lieb v. Topstone Industries,
788F.2d 151 (3dCir.1986). .. ........ccovunn ..

Lois Sportswear, U.SA. v. Levi Srauss & Co.,
799 F.2d 867 (2d Cir.1986). . ... ......cuvn.n.

Malaco Leaf v. Promotion In Motion,
287 F. Supp. 2d 355 (SD.N.Y.2003) ............

, Page3 of 30



Case 18-293, Document 96, 10/12/2018, 2409274, Page4 of 30

Norton v. Sam's Club,
145F.3d 114 (2d Cir.1998). . ..ot it i e 9

Octane Fitness v. Icon Health & Fitness,
134 S Ct. 1749 (2014) . . oot passim

Oriental Finance Group v. Cooperativa de Ahorroy Crdito Oriental,
832F.3d 15 (1St Cir.2016) . ... oot 11

Polaroid Corp. v. Polarad Electronics Corp.,
287 F.2d492 (2d Cir.1961). . .. .. .ot 8, 10, 13, 17

In re Rembrandt Technologies LP Patent Litigation,
899 F.3d 1254 (Fed. Cir. 2018) . . .. ..ot e 5

Small v. Implant Direct Manufacturing,
No. 06-CV-683 (NRB), 2014 WL 5463621(S.D.N.Y. Oct. 23, 2014),

aff;d mem., 609 Fed. Appx. 650 Fed. Cir. 2015). . .................. 56
Taylor v. Westly,
525 F.3d 1288 (A Cir.2008) . . . ..o oo 15

University of Utah v. Max-Planck-Gesellschaft zur Foerderung
der Wissenschaften,
851 F.3d 1317 (Fed. Cir. 2017) . . ..o ot e 5

Verisign, Inc. v. XYZ.COM LLC,
891 F.3d48L(4th Cir. 2018) . . ...t 5

CONSTITUTION, STATUTESAND RULES

United States Constitution
FirstAmendment . . ... ... 8

Copyright Act,
17US.C.88101€tSeg. ... vvveieeei e 1, 2,19, 20, 21, 22



Case 18-293, Document 96, 10/12/2018, 2409274, Page5 of 30

17 U.S.C. 8504(C)(2) . . v e ettt et 21
Lanham Act,

15U.SC. 881051 @ SE0 . « v vt e ettt e passim

Section 43(c)(3)(A), 15 U.S.C. 8 1125(C)(B)(A) . . -+ o oo v e e 13
Patent Code,

B5U.SC. 88l S o vttt 2,16
Federal Rules of Appellate Procedure

RUIE28(D)(2) ... oo 1
MISCELLANEOUS

Mark Lemley, Fame, Parody, and Policing in Trademark Law,
Michigan State Law Review (2019) ........... .. .. 19



Case 18-293, Document 96, 10/12/2018, 2409274, Page6 of 30

INTRODUCTION
In its opening brief, defendant-appellant My Other Bag, Inc., (“MOB”)
presented four issues for the Court’s review:

1. Doesthe Supreme Court’s decision in Octane Fitnessv. Icon
Health & Fitness, 134 S. Ct. 1749 (2014) supply the proper standard for
deciding whether to award attorneys’' fees under the Lanham Act; if so,
did thedistrict court properly construe the Octane Fitness standard asit
appliesto a prevailing defendant in a Lanham Act case?

2. Wasthedistrict court’ sanalysiswith respect to the strength of

theplaintiff’ slitigation positioninconsistent with the Lanham Act, with
itsown ruling on the merits, and with this Court’ sanalysisin the merits

appeal ?

3. Didthedistrict court give undue weight to the impact of afee
award on intellectual property (“IP’) owners like Louis Vuitton, and
insufficient weight to theimpact of adenial of feeson | Pdefendantslike
My Other Bag?

4. Did the district court improperly conclude that denia of fees
under the Lanham Act “all but compels’ denial of fees under the
Copyright Act, which doesnot requirean “exceptional case” beforefees
may be awarded?

MPaintiff-appellee Louis Vuitton Malletier (“LV”) has not presented any counter-
statement of the issues under Rule 28(b)(2), and its responsive brief failsto respond
directly to most of the second, third and fourth questionsin its defense of the district
court’sdecision. Moreover, LV argues that the first half of the first question—that

IS, whether Octane Fitness providesthe proper standard for an award of attorney fees

under the Lanham Act—isnot squarely presented for the Court’ sreview because LV
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should prevail under the Octane Fitness standard.

A proper answer to each of thefour questions presented requiresreversal of the
order denying fees and a remand to the district court: either reversal and remand to
allow the court bel ow to decide the amount of feesto be awarded, or reversal to alow
the district court below to apply the proper legal standard to the issue of liability for
fees under either the Lanham Act or the Copyright Act.

ARGUMENT

l. The Trial Court Applied the Wrong Legal Standard in Purporting to
Follow Octane Fitness, Which Governs Lanham Act Fee Applications.

The first issue on which this appeal turns has two parts—(a) whether the
construction that the Supreme Court placed on the term “exceptional” in the Patent
Code also governs the construction of that term in the Lanham Act, and (b) if so,
whether the district court gave Octane Fitness's understanding of the “exceptional
cases’ standard too narrow a scope. LV urges the Court not to decide whether
Octane Fitness governs this case because, it says, it wins either way. At the same
time, it stoutly defends the district court’s erroneous application of Octane Fitness.

LV offers no good reason why this Court should leave trial judges in this
Circuit in any doubt about whether Octane Fitness governs Lanham Act fee

applications. It offers no reason why the Court should defer joining the several other
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circuits—indeed every circuit to have addressed the issue—in holding that Octane
Fitness suppliesthegoverning standard in Lanham Act cases. If the Court leavesthat
guestion open, trial judges who decideto award fees under the Lanham Act will have
to address the issue under both Octane Fitness and this Court’s previous bad faith
standard. In deciding thisappeal, the Court will be modeling for district courts how
they should be deciding future cases under Octane Fitness; indeed, the court will be
addressing several issuesabout how that case’ sstandardsapply. Not only would that
be awaste of resourcesin this Court if bad faith is still the standard, but forcing tria
judgesto resolve Lanham Act fee applications under two separate standards scarcely
serves interests in judicial economy. Nor would it serve the interests of potential
litigantswho aretrying to assessthe financial implications of the objective weight of
their claims and defenses—that is, whether to undertake the significant expense of
asserting afair use defense or simply to fold when sued by a much bigger company.

Turning, then, to the meaning of Octane Fitness, LV begins by urging the
Court to apply astandard of review that demands an extraordinary level of deference
to thetria court’s application of the Octane Fitness standard to decide whether fees
would be awarded. LV Brief at 11, 21, citing Fox v. Vice, 563 U.S. 826 (2011), and
Goldberger v. Integrated Resour ces, 209 F.3d 43 (2d Cir. 2000). But thesetwo cases

addressed the amount of fees to be awarded, not whether the cases met the standard

-3
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for an award of fees in the first place. Thus, they stand for the unremarkable
proposition that atrial judge’ s determination about the appropriate amount of feesis
owed a high level of deference under an abuse-of-discretion standard. Even in that
context, Fox v. Vice reaffirmed that “the trial court must apply the correct standard,
and the appeal s court must make sure that has occurred,” 563 U.S. at 838, and “[4d]
district court by definition abuses its discretion when it makes an error of law.” 1d.
at 839. Here, most of MOB's objections to the manner in which the court below
applied Octane Fitness (and, indeed, all of its objections to the denia of copyright
fees) relate to questions of law, and these are, therefore, arguments that the Court
should address de novo.

Pertaining specifically to the construction of Octane Fitness, MOB argued in
itsopening brief (at 27) that although the Supreme Court indicated that district courts
should apply atotality of the circumstances test, its clearest holding was as follows:

[A]n “exceptiona” caseis. .. one that stands out from others with

respect to the substantive strength of a party’s litigating position

(considering both the governing law and the facts of the case) or the

unreasonable manner in which the case was litigated.

134 S. Ct. at 1756 (emphasis added).

AsMOB’sbrief pointed out (at 35), the Fourth Circuit has clearly held that either of

these two alternatives can be a sufficient ground for finding a case exceptional,



Case 18-293, Document 96, 10/12/2018, 2409274, Page10 of 30

Verisign, Inc. v. XYZ.COM LLC, 891 F.3d 481, 488 & n.4 (4th Cir. 2018), and the
Federal Circuit recently held, in acase decided after MOB’ s opening brief wasfiled,
that the other prong of these two alternatives—Ilitigating in an unreasonable
manner—can aone be a sufficient basis for finding a case exceptional. In re
Rembrandt Techs. LP Pat. Litig., 899 F.3d 1254, 1277 (Fed. Cir. 2018). Indeed, one
of LV’sown cases, see LV Br. at 26, University of Utah v. Max-Planck-Gesel | schaft
zur Foerderung der Wissenschaften, 851 F.3d 1317 (Fed. Cir. 2017), suggests, inthe
very sentence before the one quoted in LV’ s brief, that objective unreasonableness
alone may support a determination that the case was exceptional. 851 F.3d at 1323.*

On the issue of the objective unreasonableness prong, MOB argued in its
opening brief that thetrial court misapplied that prong of the Octane Fitness standard
insofar asit held that even objective unreasonableness was not enough—that is, that

objective unreasonabl eness plus some other consideration was needed to make acase

'LV attemptsto equate the Fourth Circuit’s endorsement of a*“no reasonable
litigant” standard for finding alawsuit “objectively unreasonable” with the district
court’s different formulation, drawn from Small v. Implant Direct Mfg. 2014 WL
5463621 (S.D.N.Y. Oct. 23, 2014), with its plain insistence on bad faith: “so
objectively unreasonable (as either alegal or factual matter) that no party ‘ could see
an opening . . . through which the argument[s] could be squeezed.” LV Br. at 17.
But the question iswhether a party could reasonably think its claims could succeed.
Seealso iLOR, LLC v. Google, Inc., 631 F.3d 1372, 1378 (Fed. Cir. 2011) (cited in
Verisign) (indicating that aclaimisobjectively basel esswhen “no reasonabl elitigant
could reasonably expect success on the merits’).

-5
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exceptionally weak. Specificaly, the trial court ruled that fees had to be denied
because “[the court] cannot say that Louis Vuitton’s arguments were so objectively
unreasonable (as either alegal or factual matter) that no party ‘ could see an opening
... through which the argument[s| could be squeezed.” Small v. Implant Direct Mfg.
LLC, No. 06-CV-683 (NRB), 2014 WL 5463621, at *3 (S.D.N.Y. Oct. 23, 2014).”
MOB opening brief 40, quoting JA398 (emphasis added). Small, which the district
court cited, erred in relying on the presence of good faith as a basis for not finding
“exceptional meritlessness’ under Octane Fitness. See MOB'’s opening brief at 40-
41. Accordingly, the ruling below effectively imported bad faith back into the
consideration regarding “the substantive strength of [the losing party’s] litigating
position” as part of its multi-factor analysis, even though the Supreme Court
expressly rejected the need to find bad faith for finding cases exceptional. LV
ignores this point, but that approach to the strength of litigating position was lega
error warranting reversal.

LV runs away from the trial court’s reliance on Small, and from that case’s
reliance on “the presence of good faith”’—indeed, thecaseisnever mentionedinLV'’s
brief. LV arguesinstead that thetrial court’s“objectively unreasonable plus’ stance
was appropriate, and that only subjective bad faith has been rejected. LV Br. at 15.

It treats “objective reasonableness’ as equivalent to the question whether any party

-6-
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could see an opening through which its arguments could be squeezed—not even
whether a party could reasonably see an opening. MOB and its supporting amici
have argued that that standard for assessing the strength of a party’s litigating
position is too high, because “[m]ost lawyers could see some sort of opening in
almost any case”—LV arguesin responsethat such alimitationisprecisely the point.
Br. at 15, 17 and n.4. But the Supreme Court’ s ruling in Octane Fitness surely does
not support the proposition that fees should almost never be awarded in intellectual
property cases. Under the language of Octane Fitness, objective unreasonableness,
not afocusonwhat any lawyer could hopeto do beyond merereasonableness, should
be enough to make a case “one that stands out from others with respect to the
substantive strength of aparty’ slitigating position.” 134 S. Ct. at 1756. The district
court’s use of an “objective unreasonableness plus’ standard is alone a sufficient
basis to warrant aremand to permit the decision to be made on a proper standard.
[I. The Trial Court Failed to Apply Its Own Summary Judgment
Determinations, as Affirmed by This Court, in Deciding Whether the
Weakness of Louis Vuitton’s Litigating Position Stood Out from the
Ordinary Lanham Act Case.
In its opening brief, MOB argued that each of LV’s Lanham Act claims—for

infringement and for dilution—was objectively unreasonable in substantial part

because the ruling on feesfailed to apply faithfully the merits holdings on which the
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court granted summary judgment and on which this Court previously affirmed.
Summary judgment was granted and affirmed because MOB'’ s canvas totes were an
“obvious’ parody, andinlight of that obviousness, LV did not prevail onasingleone
of the Polaroid “likelihood of confusion” factors (which this Court uses to assess
infringement claims). Indeed, LV stood no chance of prevailing on any of those
likelihood of confusion factorsgiven that the parody was*“obvious.” MOB Br. at 43.
Moreover, LV’s concessions at oral argument on the merits appea regarding its
failureto obtain evidencein support of itsinfringement claim show that it was aware
from the litigation’s outset that its chance of prevailing, if any, rested solely on its
dilution clams. Id. at 44-45. And LV’s dilution claims were particularly weak
because commentary through parody is a statuory defense to dilution. Id. at 46-47.
Moreover, the trial court’s ruling that application of Polaroid factors is too
“awkward” to permit an award of attorney fees based on the weakness of the
plaintiff’s position stands on its head this Court’s longstanding precedent on the
application of infringement claims to expressive uses of trademarks: that First
Amendment considerations counsel extraprotectionsfor expressiveuses. But, under
thetria court’sanalysis, such cases could never result in an award of fees based on
strength of litigating position. Id. at 43-44.

LV defendsthetrial court’sruling, first, by questioning in afootnote whether

-8
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thisCourt canreverseatrial court’sdenial of fees based on that court’ sfailuretogive
proper consideration itsown summary judgment ruling, or based on this Court’ sown
reading of that ruling. LV Br. at 12 n.2. But even if asingle sentence in afootnote
preserves such an argument for this Court’s consideration, but see Norton v. Sam's
Club, 145F.3d 114, 117 (2d Cir. 1998), LV never explainswhy thetrial court should
have done anything different from the trial courts in the many other cases, cited in
MOB'’s opening brief, at 39-40, did in assessing the strength of the plaintiff’'s
litigation position, by taking its merits findings as a given in deciding whether the
weakness of that litigation position made the lawsuit exceptional. Especially after
affirmance on appeal based on thetrial court’s ruling—aruling in which this Court
agreed that MOB'’ s bags were an obvious parody—the trial court’s finding that the
parody was “obvious’ became the law of the case. And because the trial court
should have relied on its own previous findings, as was done by the several other
courtscitedin MOB’ sopening brief, thisCourt, aswell, should ook to thosefindings
In assessing the strength of LV’ slitigation position with respect to the propriety of
an award of attorney’s fees.

Indeed, at LV’ s behest, the district court initially deferred ruling on attorney
fees. JA297. In DN 135, the parties’ joint letter about the timing of consideration of

MOB’s motion for an award of attorney fees, LV argued, at that stage of the fee

-9
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litigation, that thetrial judge should await the appeal becausethe determination of the
meritsappea would provide*useful guidance,” even “authoritative guidance how the
parody issue should behandled.” 1d., at 2-3. “Inshort, the Court of Appealsdecision
islikely to shed considerablelight on how ‘exceptiona’ thiscaseisor was.” DN 135
at 3. But neither thetrial courtinitsfeesruling, nor LV initsbrief on thisappeal, has
paid the dlightest attention to the “authoritative guidance” from the decision on the
merits appeal.

LV triesto play down the trial court’s rulings and this court’s affirmance on
parody grounds by referring to the summary judgment determination that MOB had

engaged in“parody,” “permissible parody,” or “protected parody.” LV Br. at 19, 24,
38. But that isnot all that the trial court and merits appellate panel did—they found
not only parody but “obvious’ parody.

And once it istaken as established that MOB’ s parody was “obvious,” much
of LV’s argument that it had a reasonable basis for thinking at the outset of the
litigation that it could identify an “opening through which [its] arguments could be
squeezed,” JA398, to prevail in itsinfringement claims disintegrates. Not only was
LV unableto present sufficient evidence to create agenuine issue of fact about even

a single one of the Polaroid “likelihood of confusion” factors, but the obviousness

of the parody made the outcome of those factors a foregone conclusion. And

-10-
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although LV’ s brief suggeststhat the company did not even understand at the outset
that MOB would oppose itsinfringement claims by arguing parody, LV Br. at 4, 19,
24, that point was made in the very first pre-litigation correspondence, JA315, and
LV counsel’ swritten response made clear hisrecognition that thelitigation would be
over a parody clam. JA372. In any event, because the parody was “obvious,” it
follows that LV should have understood that it could not prevail on infringement.
Indeed, an exchange at oral argument on the merits appeal made clear that LV
actually did understand during the meritsphasebelow that, if it could possibly prevail
on its Lanham Act claim, it could only prevail on dilution, not infringement. As
MOB noted initsopening brief (at 44-45), the panel questioned LV’ scounsel closely

at oral argument about the fact that LV had not introduced any survey evidence,

> MOB' sopening brief noted the significance of plaintiff’ sfailuretointroduce
any evidenceof actual confusion, which showed that plaintiff should haveknownthat
it could not succeed on itsinfringement claims. Br. at 12, 42; see also Amici Br. at
10. LV responds that, in the run-of-the-mine case, absence of evidence of actual
confusion need not be fatal to a claim of likely confusion. LV Br. at 25-26. True
though this be, lack of evidence of actual confusion becomes much more significant
when the products have existed side-by-side in the market for three years or more.
Lois Sportswear, U.SA. v. Levi Srauss & Co., 799 F.2d 867, 875 (2d Cir. 1986). In
that circumstance, as MOB'’s opening brief noted, at 12, lack of evidence of actual
confusion (which can al so be shown by survey evidence) can befatal totheplaintiff’s
claim. Other circuits hold likewise. E.g., Oriental Fin. Group v. Cooperativa de
Ahorroy Crédito Oriental, 832 F.3d 15, 31 (1st Cir. 2016). LV hasnot rebutted this
point; and LV'’s deliberate decision to press forward with its infringement claim
without even trying to conduct aconsumer survey speaksvolumesabout what it must
reasonably have understood about its likelihood of success on infringement.

-11-
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which LV admitted that it typically does when suing for infringement. LV’s
explanation for not presenting a survey was that this was a case over dilution, not
infringement. 1d. at 45. This explanation did not ssmply show that LV had decided
to concentrateitsmeritsappeal onitsdilution claim—it showed aswell that LV knew
during the trial court litigation that it lacked any realistic chance of showing likely
confusion. And having not obtained or presented any evidence to show likely
confusion, and having failed to obtain any concessions on theseissuesin discovery,
at the very least LV should have known by the time of the summary judgment phase
of the litigation that it had no realistic chance of success on infringement. At that
point, at least, litigation of its infringement claim had become exceptional. Yet it
pressed that claim both on summary judgment and in its merits appeal .
MOB'’sopening brief noted that the fees ruling below threatensto stand on its
head this Court’s longstanding specia protection for the expressive uses of
trademarks, in that it effectively bars defendants who are sued for the parodic use of
trademarks from obtaining awards of attorney fees. Under the rationale below,
trademark owners will aways be able to point to the multi-factor character of an
infringement showing, and hence they will necessarily be able to contend that they
could not have known how the multi-factor evaluation will comeout. MOB Br. at 43.

LV contends that humorless trademark owners might be held liable for feesif they

-12-
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ignore evidence or fail to conduct “basic pre-trial investigation.” LV Br. at 25. But
therearetwo problemswith thisresponse. First of all, it suggeststhat the only “basic
pre-trial investigation” that a trademark owner needs to complete is a conclusory
check-box of “whether a particular imitation might violate its legal rights.” LV Br.
a 1. Multi-factor legal frameworks and marketplace analyses cannot be so
necessarily “fact-intensive” and “difficult” (LV Br. at 1) that atrademark owner can
reasonably ensnare an “obvious’ parody inyears of litigation with only hypothetical
harm. Second, the“exceptions” to which LV pointsare not specific to parody cases,
and hence the argument is not responsive to MOB'’s “stands on its head” point,
becausethese* exceptions” would apply in parody aswell asnon-parody cases. Thus,
an affirmance in this case will be taken by trademark owners and parodists alike as
showing that defendants mounting a parody defense will never be able to show that
thetrademark owner’ slitigating position issufficiently predictably weak asto render
the case exceptional.

The obviousness of the parody also made LV’ slitigating position sufficiently
weak to be deemed exceptional because, on the issue of dilution, parody forms a
statutory defense, not simply an argument that informs consideration of the Polaroid
likelihood of confusion factors. 15 U.S.C. § 1125(c)(3)(A)(ii). The one exception

is when the trademark has been used as a designation of source, but as MOB’s

13-
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opening brief noted (at 47-48), although thetrial court’sfeesopinion said in passing

that LV had made “colorable (albeit unsuccessful) [designation of source]

arguments,” that conclusion was simply not true to what the district court had done
on the merits. Rather, after noting that the MOB line of parody totes both used “My

Other Bag” asthe designation of source, whilethe MOB parody on the other side of

each bag plainly used LV’s marks as a point of commentary, not a designation of

sourcefor thetotes, JA280, the meritsruling found that LV’ s contrary argument, the
designation of source argument, was deceptive. That is, the merits decision found
that the argument was based solely on a“ mischaracterized citationto therecord,” and
this Court specifically based its affirmance of the dilution summary judgment on this
finding. MOB Br. at 48, citing JA 280, 303. LV simply ignoresthisprobleminits
brief, thus conceding the point.

Consequently, the denial of Lanham Act fees should be reversed based on the
weakness of LV’s litigating position alone.

[11. The Trial Court Exaggerated the Impact of a Fee Award on Litigious
Plaintiffs Such as Louis Vuitton and Ignored the Impact of Denying
Compensation to Small ParodistsLike My Other Bag.

MOB'’s opening brief explained that the district court abused its discretion in

its assessment of the “considerations of compensation and deterrence” both by

overstating the adverse impact that an award of attorney fees could have on proper

-14-
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enforcement of the rights of trademark owners as well as by understating—indeed
ignoring—the adverse impact that a denial of fees would have on legitimate
commentary and other “fair” trademark uses, not to speak of encouraging over-
enforcement. MOB Br. at 49-55. MOB pointed out first that thiswasacase of alarge
company suing asmall onethat would not have had the resourcesto defend itself had
its private counsel not have provided the bulk of their services without charge. Id.
49-50. The point herewas not to support an inference of bad faith harassment, asLV
contends, Br. at 28, 34, but simply torely ona*“ consideration regarding compensation
and deterrence” that every circuit to consider the question has deemed relevant toits
anaysis. MOB Br. at 49-50 n.6. Because the district court ignored relevant
considerations, this Court should weigh the disparity of resources in the balance in
deciding whether there was an abuse of discretion.®

M OB’ sopening brief took issuewith thetrial court’ sreliance on the supposed
need to avoid chilling zeal ous enforcement of trademark rights by trademark owners.
MOB Br. at 53-54. MOB pointed out, id. at 50, that successful trademark plaintiffs

can secure awards of damages (measured by their own lost sales or by an infringer’s

¥ Unlikethe context of punitive damagesawardscitedby LV, Br. at 34 & n.12,
many attorney fees decisions under a variety of statutes take the disparate financia
strength of thetwo sidesinto account. Garcia-Rubierav. Fortuno, 727 F.3d 102, 115
(1st Cir. 2013); Taylor v. Westly, 525 F.3d 1288, 1290 (9th Cir. 2008); Lieb v.
Topstone Industries, 788 F.2d 151, 156 (3d Cir. 1986).

-15-
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profits), eventreble damages, not to speak of attorney feeswhen thedefendant’ slegal
position is unusually weak. Making fees available to successful defendants creates
aneeded financial counterincentiveto excessive litigation and encouragesfair users
to stand up for their rights. LV completely ignores MOB’ s point about plaintiffs
existing financia incentives. Instead, its characterization of the prospect of
counterincentivesisthat MOB wantsto “chill” the enforcement of trademark rights,
LV Br. at 32, 34; it then goes on to argue that the main reason why fees are available
under the Lanham Act isto encourage trademark ownersto enforce their rights. LV
Br. at 33, 36. Nor does LV try to rebut MOB’s arguments about the need for
Incentives to encourage defendants who are making fair use of trademarks to stand
up for their rights. Instead, LV argues that incentives for defendants are irrelevant
becausefragmentsof thelegidlativehistory show that some membersof Congresshad
abroad concern to encourage trademark enforcement and supposedly wanted feesto
be available to successful defendants only when the plaintiff was motivated by
reasons of harassment. LV Br. at 33.

None of these arguments is sound. To begin with, the “exceptional cases”
language in the Patent Code and Lanham Act supports awards of fees to prevailing
plaintiffs and prevailing defendants alike; these statutes do not favor fees for

plaintiffs over defendants. In addition, the Supreme Court has indicated that the
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standardsfor attorney fee award inintellectual property cases need to be evenhanded
between successful plaintiffs and successful defendants. Fogerty v. Fantasy, Inc.,
510 U.S. 517, 534-535 (1994). Moreover, restricting defendants to receiving fee
awards to cases brought for purposes of harassment, asLV’sfragment of legislative
history would seem to suggest, would reinstitute the very bad faith requirement that
was overruled in Octane Fitness. Indeed, Octane Fitness was a case in which a
successful defendant sought review of thedenial of an award of attorney fees, and the
Court’s holding was that bad faith cannot be a prerequisite for attorney fees for
successful defendants. Additionally, Octane Fitnessindicated that considerations of
compensation and deterrence are appropriate and distinct desiderata when a
successful defendant seeks fees by contending that an intellectual property owner
brought an exceptional case.

The Court should be mindful of the fact that it has already ruled forcefully in
affirming thefair use defenses offered by MOB and that it did so affirming three key
findings: 1) that LV based its “sole” proof of a dispositive issue on a manifest
“mischaracterization” of the record; 2) that LV did not score on asingle one of the
Polaroid likelihood of confusion factors or on the Campbell fair use factors; and 3)
that LV litigated at length against afair use defense that was based on an “obvious’

parody. Thus, if the District Court’sno-feeruling isupheld, it will signal to all who
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read the two prior decisions that mischaracterizations of the record, zero scores on
any of therelevant factors, and obvious parody will not put any plaintiff in any peril
of afee award, or put any defendant in a position to recover the costs of standing up
for fair use.

MOB noted in its opening brief the lessons of the award of attorney fees
against Mattel in the Walking Mountain case. MOB Br. at 53, citing Mattel, Inc. v.
Walking Mt. Productions, 353 F.3d 792, 816 (9th Cir. 2003). LV has not responded.
Simply put, Mattel wasasimilarly aggressiveintellectual property litigant against fair
usersin the Ninth Circuit, until it was held liable for afee award. LV isthe Mattel of
the Second Circuit, bringing claims against expressive works based not just on
copyright but now more consistently on trademark and dilution grounds. Unlessthis
Circuit speaks, LV will have spoken very effectively on what kind of claiming will
be tolerated.

Finally, as MOB argued, Br. a 54, and as its supporting amici amplified in
their brief, at 10-14, the district court misstated substantive trademark law when it
predicated its denial of fees on the proposition that trademark owners are forced to
bring suit against those who use their marks to avoid losing their rights. LV’s
appellate brief repeatsthis canard, but it has no answer for the arguments against this

propositionin MOB’sopening brief andinthebrief of amici curiae. Specifically, the
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main sanction for non-enforcement is said to be genericide (and this was the reason
that the district court gave for not wanting to discourage LV'’s historic pattern of
aggressive enforcement, JA402). However, LV faced no danger of “unmistakable
brand” and“iconicdesigns’ (LV Br. at 1) for handbagsbecoming generic. Moreover,
parodic reference actually reinforces the association between the trademark holder
and itsmark. Hormel Foods Corp. v. JimHenson Productions, 73 F.3d 497, 506 (2d
Cir. 1996). And, in any event, not asingle case holds that atrademark holder lost its
rightsby failing to take action against an alleged parody. Lemley, Fame, Parody, and
Policing in Trademark Law, 2019 Mich. St. L. Rev. (forthcoming), available at
https://papers.ssrn.com/sol 3/papers.cfm? abstract _id =3243968, at page7. Indeed,
that study found that there is not “a single case holding a mark abandoned or
otherwiselost solely for failureto policethemark at all. All the cases considering the
issue point in the opposite direction.” |d. at 7 (citing cases).*

MOB agreeswith amici’ s contention that the argument that trademark owners

must enforcetheir rights, evenin themost marginal cases, to avoidlosing thoserights

* The one case cited below on this point, JA402, did not involve genericide.
Malaco Leaf v. Promotion In Mot., 287 F. Supp. 2d 355 (S.D.N.Y. 2003). There, the
plaintiff sued over the shape of candy fish, claiming trade dress, even though nearly
seventy other candy makers used the same shape. The*“completefailureto policethe
product design,” 287 F. Supp.2d at 366, wastaken as evidencethat the configuration
was generic, that is, that Malaco had never had trademark rights in the shape of its
candy.
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Isasorry misstatement of trademark law that companies following an unconstrained
enforcement agenda often offer as an excuse for their actions. Amici Br. at 11. This
Court should refuse to place its imprimatur on that argument.

V. In Denying Attorney Fees Under the Copyright Act, the District Court
Wrongly Demanded Exceptionality and Wrongly Held That theBalancing
of Lanham Act Compensation and Deter rence Consider ations For eclosed
Fees under the Copyright Act.

MOB argued that the trial court erred as a matter of law by denying its
application for an award of attorney fees with respect to the defense of the copyright
claim because this was not an “exceptional” case. MOB Br. at 57-58. LV makesno
effort to defend the importation of an exceptionality requirement into the copyright
context; instead, it contends that the district court “did no such thing.” LV Br. at 38.
But LV does not address the plain and unambiguous language of the district court,
which began its analysis of the copyright fees issue by saying that its denia of fees
under the Lanham Act “all but compel[led] denial of [MOB’ 5] application under the
Copyright Act, JA404, and concluded one page later by saying, “[LV’s] copyright
claim was not so weak as to render its pursuit exceptional.” JA405. Nor isthere
anything about the Copyright Act that makes awards of attorney fees under that

statute“draconian.” JA405. By invoking that concern asabasisfor denying fees, the

district court relied on an erroneous conception of thelaw. Moreover, LV conceded
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below that a plaintiff can be subject to an award of feeswhen defendant’ slikelihood
of success is “clear on its face,” DN 160 at 23; that is not the “objectively
unreasonable” requirement imposed by the Lanham Act requirement of
exceptionality, at least as construed by the district court.

MOB has also objected to thetrial court’s determination that, onceit found in
the Lanham Act context that the Kirtsaeng factors, especially the factors regarding
compensation and deterrence, militated against an award of fees, it was compelled to
rule that those same factors necessarily barred copyright fees. MOB Br. at 59, citing
Kirtsaeng v. John Wiley & Sons, 136 S. Ct. 1979, 1985 (2016).> Although these
factors are commonly employed in both Lanham Act and copyright cases, theway in
which they apply to claims under the two statutes is very different, for two reasons
that MOB argued in its opening brief and to which LV has no response. First, even
if this Court disagrees with MOB and shares the trial court’s concern about undue
impact on trademark holders' rights by chilling them from enforcing their rights and

thus suffering a diminution of their trademark protection, that concern has no

> LV’s contention that MOB waived its contention that the Kirtsaeng factors
relating to compensation or deterrence by confining that point to a single sentence,
LV Br. at 40, is mystifying. Although MOB addressed the reasons why it should
have been clear from the outset that MOB would prevail on the copyright merits, DN
154 at 23-24, the bulk of MOB’ sargument below was directed to the other Kirtsaeng
factors. See DN 154 at 21-22, 24-25.
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application under the copyright laws. Nobody has ever suggested that copyright
owners suffer any loss of copyright protection when they pick and choose among
infringers whom they sue. Moreover, copyright holders have a claim to statutory
damages in amounts up to $150,000 per infringement, 17 U.S.C. 8 504(c)(2), which
gives them an enormous financial incentive to sue infringers; that incentive for
prosecuting meritoriouscasesfar outweighsany disincentivefor filing marginal suits
that the prospect of an adverse attorney fee award might create.

Second, Kirtsaeng expressly provided that the purpose of awarding feesto a
successful defendant who was* clearly correct” isto givehim“anincentivetolitigate
the case all the way to the end,” and in this way to “promote the Copyright Act’s
purposes.” 136 S. Ct. at 1986-87. Thus, even if the Court holds with respect to the
Lanham Act fee application that the law supports a one-way ratchet in favor of
encouraging enforcement of trademarks, and even if the Court regjects MOB’s
contention that thisCourt’ slongstanding tradition of special solicitudefor expressive
uses of trademarks weighs in the balance in favor of successful parody defendants,
thetrial court’ srefusal to consider theinterests of copyright parody defendantsin the
“compensation and deterrence” balance runs counter to controlling Supreme Court

precedent.
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CONCLUSION
The order of the district court denying MOB’s application for attorneys' fees
under the Lanham and Copyright Acts should be vacated. The case should be

remanded for consideration of the application under legal standardsenunciated by the

Court.
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