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COUNTER-STATEMENT OF ISSUES PRESENTED

1. Did the District Court commit reversible errarhiolding that
liability for contributory trademark infringemenanot be premised on
generalized knowledge of infringing activity busiaad must be premised on
knowledge of specific infringing acts?

2. Did the District Court commit reversible errarrejecting
Tiffany’s contributory trademark infringement clalmased on (i) eBay’s
exemplary record of removing listings for potenyiahfringing Tiffany
merchandise at Tiffany’s request and (ii) eBay’'snetous proactive anti-
counterfeiting measures?

3. Did the District Court commit reversible errarholding that
eBay is not liable for direct trademark infringerhdalse advertising, or trademark
dilution on the grounds that (i) eBay’s removalistings for potentially infringing
Tiffany jewelry at Tiffany’s request precludes dir@as well as contributory
liability and (ii) eBay’s use of the Tiffany tradamks was descriptive and thus

protected by the doctrine of nominative fair use?



STATEMENT OF THE CASE

Plaintiffs-Appellants Tiffany (NJ) Inc. and Tiffargnd Company
(“Tiffany” or “Appellants”) commenced this litigadn under a mistaken
conception of trademark law and what now conclugiias been proven to be a
mistaken conception of the facts as to eBay’s dperaiand its responsiveness to
counterfeiting, both as a general matter and spadif in relation to Tiffany
merchandise. At the five-day bench trial, Tiffaagserted through its witnesses
that eBay had “turned a blind eye” to counterfgton its website; had ignored
listings of counterfeit Tiffany jewelry; had faileéd act against sellers known to be
counterfeiters; and had knowingly profited from otarfeit sales.

Building on these erroneous premises, Tiffany coteel that eBay
was required — without prior notification by Tiffar to remove any listings by
third-party sellers of five or more Tiffany jewelitgms on the ground that such
listings were presumptively counterfeit. The legabport Tiffany mustered for
this position consisted essentially of (i) a 194&ratt court ruling the claimed

rationale of which was repudiated by the Supremaro Inwood Labs., Incv.

Ives Labs., InG.456 U.S. 844 (1982), and (ii) a line of inappesiases addressing

“willful blindness” in the context of contributotyademark infringement.
The District Court’s exhaustive opinion eviscerabeth the factual

and legal premises of Tiffany’s case. As to thener, Tiffany fails to assign error



to a single factual finding of the lower court. Ang the court’s more salient

factual conclusions were:

Concerning eBay’s attentiveness to counterfeiting:

eBay “has invested significant financial, technatayj and
personnel resources in developing tools to fewetad
eliminate counterfeit goods from its website” (Spec
Appendix (“SPA”) 53)

eBay consistently has taken “steps to improvestthiology
and develop anti-fraud measures as such measwasmbée
technologically feasible and reasonably availai&PA28)

“[o]ne quarter of eBay’s workforce . . . is devotedrust and
safety” — including “70 persons who work exclusywelith law
enforcement” (SPA10)

eBay expends as much as $20 million annually o ant
counterfeiting initiatives_(ig.

Concerning eBay’s treatment of “recidivist” sellers

eBay took “appropriate steps to warn and then $peud
sellers when eBay learned of potential trademdringement
under that seller’'s account” (SPA24)

eBay suspends “hundreds of thousands of sellery gear,”
including “tens of thousands” for infringing condyid.)

eBay’s policies have been “appropriate and effedtiv
preventing sellers from returning to eBay and sé+p
potentially counterfeit merchandise” (SPA24-25)



Concerning eBay’s asserted profit motive linkeddounterfeiting:

. “Tiffany and eBayalike have an interest in eliminating
counterfeit Tiffany merchandise from eBay” (SPA@inphasis
added)

. “every time eBay removed a listing, eBay refundssbaiated
fees. ... Under some circumstances, eBay aistuesed the

buyer for the cost of the purchased item. . . aye@Bmmitted
‘tens of millions of dollars’ annually to pay clasnthrough its
buyer protection program” (SPA12)

Concerning Tiffany-specific allegations:

. “a substantial number of authentic Tiffany goods swld on
eBay, including both new and vintage silver jewgtymetimes
in lots of five or more” (SPA47)

. “when eBay possessed the requisite knowledge fnfneld
infringing listings], it took appropriate stepsremove
[Tiffany] listings and suspend service” — “routigélnd
“immediately” removing all such challenged listingsd
always acting in “good faith” (SPA2, 3, 12, 22-23)

. Tiffany’s allegation that a seller listing five orore pieces of
Tiffany jewelry is presumptively trafficking in coterfeit
goods is “unfounded” (SPA49)

It is no wonder, in view of the foregoing, thatralitigh Tiffany
seriously distorts aspects of the trial record ainithe District Court’s factual
findings, it bases its appeal on the District Csuapplication of a purportedly
erroneous legal standard. As the lower court ctyreecognized, however,

Tiffany’s claim of legal error amounts to advocdoy a radical expansion of the

law of contributory trademark infringement thatdmsupport in neither “precedent



nor policy,” SPA47, and that would, if adopted,ddratically expand” Tiffany’s
rights in its trademarks and “potentially stifllepitimate sales of Tiffany goods
on eBay.” Id.

The contention on which Tiffany’s entire appealdan is that because
eBay may know generally that some of its userg afbeinterfeit Tiffany jewelry,
eBay must removall listings for Tiffany jewelry (or, at a minimum,ldilstings
meeting arbitrary tests such as Tiffany’s “fiveroore” rule) unless it can verify
that the goods are authentic. Given the Distrmir€s uncontested finding that
only Tiffany is in a position to authenticate itsromerchandise, however, the
clear consequence of Tiffany’s position, the Dg$t€ourt recognized, would be a
ban on listings of countless authentic Tiffany isenTrademark law does not
permit such an overreach by a trademark owner.

The District Court correctly held that Tiffany’sgal theory is

foreclosed by Inwogdsupra which limits liability for contributory trademark

infringement to circumstances in which the defendails to take remedial action
despite having actual or constructive knowledgspefificinfringing acts
Inwoodexpressly rejected as “watered down” and “incofracteasonable
anticipation” standard that is indistinguishablenfrthe vague “generalized
knowledge” standard Tiffany purports to locate éhand in other rulings. That

eBay is not liable under Inwoas properly construed is not a close question;



indeed, Tiffany does not contest that its case falisinder the District Court’s
reading of Inwood
Tiffany fares no better with its attempt to supptat'‘generalized

knowledge” theory by reference to two “willful biness” cases, Fonovisa, Inc.

v. Cherry Auction, IngG.76 F.3d 259 (9th Cir. 1996), and Hard Rock Cafe

Licensing Corpyv. Concession Servs., In@55 F.2d 1143 (7th Cir. 1992). The

uncontested evidence regarding eBay’s responsige@aesffany’s notices of
claimed infringing listings, as well as regardirigpg’s extensive proactive
measures aimed at minimizing instances of countedeon its site, proves eBay’s
conduct to be the antithesis of willful blindness.

In sum, Tiffany’s effort to shift the principal poing responsibility
that trademark law places on its shoulders ontd tharties such as eBay is bereft
of legal support. The District Court found thag tiotice-and-takedown program
that eBay has developed to assist in averting eof@iiing with the cooperation of
rights owners implements the precise allocatioardbrcement duties embedded
in the law of contributory trademark infringememi. contrast, Tiffany’s under-
utilization of that program, as well as its failiaetively to pursue sellers it
believed were offering counterfeit merchandise Bay were found by the lower
court to have been contributing causes of the paspplem of which Tiffany

complains. Tiffany’s decision to undertake only &nforcement efforts while



seeking indiscriminate removals of Tiffany listingg eBay gave credence, the
District Court concluded, to the notion that Tiffémotivation in bringing this
action was at least in part “to shut down the legite secondary market in
authentic Tiffany goods.” SPA47 n.36.

Because eBay has not merely diligently compliedh wiit
significantly exceeded the obligations the law isg®upon it with respect to
listings of Tiffany goods on its site, the DistriCourt’s decision should be
affirmed in its entirety.

STATEMENT OF FACTS

A. eBay and Its Business

eBay, the world’s most prominent online marketp)aevides a
venue through which more than 200 million users &g sell wares of all types.
Joint Appendix (“A”) 529 1 9. eBay'’s role is to é&@transactions between
registered buyers and sellers; eBay itself does@bmerchandise or offer any
items for sale. SPAS8; Joint Pretrial Order at é¢ket No. 37). More than 100
million listings appear on eBay at any time, andragimately six million new
listings are posted daily. SPA8; A529 1 9. eBayllecome “very successful,”
SPA8, due in large part to its efforts to buildrusest, which necessarily includes
measures to minimize the presence of potentialiyntrfeit merchandise on its

site. As the District Court concluded: “It is ctehat Tiffany and eBay alike have



an interest in eliminating counterfeit Tiffany mieandise from eBay.” SPA2.
Indeed, despite Tiffany’s continuing effort to past eBay as operating a business
that “facilitates substantial fraud,” Brief for R&ffs-Appellants (“Appellants’
Br.”) at 1, that “allow[s]” sellers to offer counteit Tiffany merchandise, icat 19,
and that “earn|[s] significant revenue and proftte#refrom, idat 1, the record,
and the District Court’s uncontested findings, directly to the contrary.

1. eBay’s listings, buyers, and sellers

While anyone can browse listings on eBay, userd negsster before
buying or selling on the site. A530 § 13. As dirthe registration process, users
must agree to the terms of the eBay User Agreemdith requires compliance
with eBay’s policies and alerts users to the consreges of engaging in fraudulent
activity, ranging from the removal of listings teetsuspension of users. A530
1 13; Exhibits (“EX”) 4715-23; SPA9. eBay’s “Reiand Counterfeit ltems”
policy specifically prohibits the listing of “coumtfeits, unauthorized replicas, or
unauthorized items (such as counterfeit watchesjlbegs, or other accessories)

on eBay.” EX4703-04; see al&X4702; EX4705-08; A370-71 11 40-43.

Moreover, contrary to Tiffany’s claim that “the glcan hide its identity,”
Appellants’ Br. at 1, all registered users mustme eBay with identifying

information. A530 § 13. As the District Court falynn every instance in which



Tiffany has requested such information, eBay hapleed it. SPA23; see also

A375 | 57; A2298 at 266:2-267:2.

When listing an item on eBay, sellers are soletpomsible for setting
the parameters and conditions for the sale anthécontent of the listings. eBay
does not create, approve, or edit any listing caltjin it does remove listings that
violate eBay policies. A529-30 § 12; SPA7, 12. Whdisting ends, eBay
automatically sends the buyer and seller an emhaiitifying each to the other. It
Is then up to the buyer and seller to consummaérémsaction; eBay is not
involved in the final exchange of the item and doeesknow whether or when an
item is delivered to the buyer. A529 11 10-11; SPAS.

It is undisputed that eBay never takes ownershigtoely, or control
of items listed for sale on its site. Joint Pedt@rder at 7 (Docket No. 37); A370
141; A529 {1 10-11; SPAS, 43. eBay thus cannotlard not inspect or examine
any listed items. SPA43. As the District Coudrid, moreover, evaluating the
authenticity of a Tiffany item requires physicaspection of that item by Tiffany
personnel. SPA5; A2218 at 32:5-6; A2226 at 64:38-3eorge Callan, a former
Tiffany Quality Assurance manager, testified thetiedmining whether a Tiffany
jewelry item is authentic requires significant miag in the qualities of Tiffany

products. A2218 at 32:7-14; see afs2P?21 at 41:22-43:13; A2223 at 49:3-50:12;

EX4168-4208; EX1897; EX5148-50; EX5263-64, EX52883; A2219 at 35:5-



36:4; A2232 at 85:22-86:8. Tiffany has conceded tmly it has the necessary
expertise and resources to distinguish betweereatithand counterfeit Tiffany
products. A166-68 1 13-16; A115-17 1 5-13; EX538%“Blo jeweler can
verify our pieces for authenticity — they may ohk verified by our Quality
Assurance Division.”).

Given eBay’s lack of the requisite expertise asdnability to
examine Tiffany (or any other) items listed onsit®, Tiffany was unable at trial to
explain how it expects eBay comprehensively to tiflepotentially counterfeit
merchandise on its own initiative. A2218 at 313Pti14; A2228 at 69:25-70:17;
A330-31 T41; A2235 at 97:2-12; A2122 at 24:12-A258P235:7; A529-30 v 10-
12, 19.

2. No desire by eBay to profit from counterfeit mechandise

The trial record demonstrates that eBay has noel&scarry or profit
from listings offering counterfeit items. As eBaydenior Vice President and
Deputy General Counsel, Robert Chesnut, testiéBay “is a business based on
trust . . . and so anything that causes people mhcerned about the quality of
the item or whether it's real has a real impactrast.” A2445 at 689:2-14; see
alsoEX4625-53; A2445 at 686:14-15, 687:5-8, 688:6R558-59 11 2-3. The
sale of counterfeit items causes eBay to lose ppsrsts, and goodwill. A359

9 4; A2445 at 686:17-687:8; A2379 at 502:7-22; ARV

1C



Tiffany claims without record support that eBayrfead significant
revenue and profits from the sale of counterfeRHANY goods.” Appellants’ Br.
at 1. The evidence instead demonstrates thatatiemof general practice, once a
transaction is identified as involving potentiatiyunterfeit merchandise, eBay
returns any fee it has earned from the seller. 1P /AeBay also has “committed
tens of millions of dollars annually to pay claithsough its buyer protection
program,” id, whereby eBay reimburses buyers for the cost ohtfeit items
they have purchased on the site, including Tiffds@ems. A359 | 4; A375-76
19 58-60; A2445 at 688:1-5; SPA12; EX2829-38. Tifdeveloped no evidence
to the contrary in relation to sales of counterféffany merchandisé.

Tiffany would fault eBay for working with sellers promote sales of
goods on its site notwithstanding eBay’s claimedwdedge of the existence of

counterfeiting. Appellants’ Br. at 11-£5This simplistic argument would lump

! Despite Tiffany’s sweeping assertions, the tgaiord neither indicates the
volume of sales of counterfeit Tiffany items thesulted in the “defrauding . . . of
unsuspecting customers,” nor provides any suppoiTiffany’s claim that such
customers “usually did not obtain any relief.” Agblants’ Br. at 25. Aside from
self-serving testimony and a few hand-picked exsjiiffany also offers no
evidence to support its conclusory assertion tbatifiterfeit TIFFANY items
often were sold before Tiffany could report theneRay.” Id.at 23. Indeed,
Tiffany developed no evidence regarding any puggbdamages it suffered.

> Many of Tiffany’s characterizations in this regang untrue. For example, while
Tiffany claims “eBay provides its PowerSellers tiealare benefits,” Appellants’
Br. at 13, eBay’s Senior Vice President and Chiefihdting Officer, Gary Briggs,
testified that such a program was “never executé®360 at 424:9-12.

11



all sellers andll sales promotion activities into one basket of fgtisn.” The
record makes clear, however, that eBay encouragely son-infringinglistings

of items and bidding on those items. As eBay'’s Btiggs testified, “the primary
objective” regarding sellers is “to grow what | ideall healthy sellers . . . and
thereby build a long-term healthy business on éBaR359 at 420:4-8; A532

1 21; see alsA2376 at 490:10-17; A2363 at 436:5-438:18; EXIrév(sletter
explaining eBay initiatives to combat infringingtiaty). With respect to the
Jewelry & Watches category in particular, eBay Wwasked with sellers to educate
them and to have them adopt “best practices” 0 peevent the listing of
counterfeit merchandise. A532 | 21.

Consistent with this philosophy, eBay markets catieg of items
offered on its site through, among other thingseatisements on its homepage
and “sponsored links” on search engines such as&and Google. Prior to
2003, these promotional efforts, many of whicharemated, A2368 at 457:20-
458:2; A2369 at 462:6-11, occasionally includedpagiother brands, Tiffany
merchandise. However, following receipt of Tiffsmgemand letters, as an
accommodation to a rights owner, eBay stopped &dirgy Tiffany merchandise
on its site and stopped purchasing sponsored liskg the “Tiffany” keyword.
A533 1 24; A535 11 30-32; A2371 at 467:14-468:1; A287471:21-24;, EX4697;

EX4709-14; EX4842-84.

12



B. eBay’s Anti-Infringement Measures: The VeRO Progam
As a significant part of its strategy for addregdistings offering
potentially infringing items, eBay established, oaalecade ago, a set of
procedures known as the Verified Rights Owner (“@&RProgram. eBay spends
millions of dollars per year on VeRO, which is wigleecognized as a model for
Internet businesses in addressing issues of idnmayt and other problematic

activity. A361-62 11 13, 17; see al&@460 at 747:20-748:23. The VeRO

Program reflects the recognition that, in ordegltminate potentially counterfeit
merchandise from its site, eBay must rely on coafoan from rights owners
whose goods are offered on the site. A361-62 Y71%&X4727-35. More than
14,000 rights owners, including Tiffany, have papated in the VeRO Program.
SPA11; A362 | 17.

1. The VeRO Program’s “notice-and-takedown” system

The core of VeRO is a “notice-and-takedown” systerough which
rights owners can report to eBay listings of menchse that potentially infringe
their rights and request removal of such listingsirtually immediate basis.
A361-63 11 16-19; SPA1l; EX4669-92. A rights owidentifying a potentially
infringing item can report the listing to eBay hybsnitting a Notice of Claimed
Infringement (“NOCI”) attesting to the rights owrgebelief that the listing

infringes its rights. SPA11; A362 1 18; EX4657-8X4669-92; EX 4727-35;
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EX4764-83; EX105-17. The NOCI is designed to ea@iBay to identify the
listing to be removed and to ensure that the rigthtser reporting the listing is
authorized to do so, although “[a] NOCI, alonejas evidence that the listing
itself was infringing.” SPA19.

Upon receiving a NOCI, eBay’s customer serviceesentatives
(“CSRs"), after verifying that the NOCI containscessary information and has
indicia of accuracy, remove the reported listi®8?A12; A363 § 20. eBay’s
practice has been to remove listings within tweoty- hours of receiving a NOCI.
SPA12; A2451 at 712:20-21; A363 T 21. As of theetmntrial, three quarters of
reported listings were removed within four houg?A12; A2451 at 712:15-16,
713:1-3. eBay removes thousands of listings pekvased on NOCls. SPA12;
A363 1 21.

When eBay removes a listing before bidding has énelBay cancels
all bids and notifies the seller and bidders thatlisting has been removed. eBay
also advises the seller of the reason for the raexwd provides educational
information to prevent the seller from repeating tiolation. SPA12; A2447 at
697:20-A2448 at 699:5; EX4699-01. If bidding hasled, eBay cancels the
transaction retroactively, removes the listing, aridrms the winning bidder and
the seller that the listing has been removed aatdthtie parties should not complete

the transaction. SPA12; A2449 at 703:17-704:5.néted, every time eBay
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removes a listing, eBay refunds associated fe@fn13; A2448 at 699:4-14,
A2449 at 703:17-704:5; A363 1 22. eBay also revithgsseller’'s account and
routinely takes further remedial action, includswgpending the seller. SPA12;
A2448 at 699:22-700:9.

So successful have eBay’s efforts been that thébruwf transactions
that result in a buyer contesting the sale is datfon of a percent” of all
transactions on the site. A2383 at 515:12-17.

2. eBay’s responsiveness to Tiffany’s NOCls

Tiffany’s efforts at trial (only glancingly repeatdere, see
Appellants’ Br. at 23) to challenge the efficacytioé VeRO Program'’s notice-and-
takedown procedures as they relate to claimeddstof counterfeit Tiffany
merchandise proved unavailing. The trial reconthalestrates instead exceptional
responsiveness by eBay to Tiffany’s NOCls. AsDirict Court found:

“Tiffany’s own trial witnesses stated — and thedevice at trial demonstrated — that
eBay never refused to remove a reported listingdain good faith in responding
to Tiffany’s NOCIs, and always provided Tiffany Wwithe seller's contact

information.” SPA22-23. In fact, eBay frequenglges further and affirmatively
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contacts Tiffany when it receives information frémrd parties that a listed item
might be counterfeit. EX5391; EX6261-85.

As the District Court noted, SPA23, Tiffany’s pawal of eBay as
less than fully responsive to Tiffany’s NOCls ais@t odds with Tiffany’s pre-
litigation posture. EX5317-24 (article authoredTffany personnel addressing
how the VeRO Program resulted in the reductiorhefrtumber of potentially
counterfeit Tiffany items on eBay); EX5304-05 (commtation from Tiffany to
eBay user stating: “We have worked with e-Bay foitejsome time. They allow
us to determine whether an auction infringes onti@aemark. They will not
allow an item to be re-listed if we say not to.”).

3. Tiffany’s “sporadic and meager’ commitment
to policing its trademarks

Despite Tiffany’s profession that combating coufgiéing is one of
its highest priorities, A184 1 5; Appellants’ Br.143, the District Court concluded
from the trial record that Tiffany has “investedaterely modest resources” in

addressing potentially infringing listings on eB&PA18. In fiscal year 2003,

® Tiffany’s sole evidence that eBay refused to reenlistings after NOCls were
submitted consisted of fifteen litigation-instigateequests to eBay, all dated two
weeks before the joint pretrial order was due. &PA.21; see alsBX4031-4156.
Even those requests lacked probative value (so soithat Tiffany ignores them
on appeal); among other things, the reported gistinere taken down either before
or within a day of eBay'’s receipt of the NOCI, befa follow-up request was sent.
SPA23 n.21; A2455 at 724:9-728:10; see &i¥d032, EX4034.
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Tiffany budgeted approximately $763,000 for alitefanti-counterfeiting efforts
worldwide, representing less than 0.05 percemaifyear's net sales. jd.
EX5329-30; A2234 at 94:11-14. Tiffany’s CEO, Mieh&owalski, testified that
between 2003 and 2007, during which time Tiffamg'genues exceeded $2 billion
each year, A2234 at 94:11-18, Tiffany budgeted @il million for anti-
counterfeiting efforts — of which $3-5 million wapent on this litigation. SPA18;
A2504 at 825:21-826:21.

The District Court found that “Tiffany’s time dea@ited to monitoring
the eBay website and preparing NOCIs” was “limit&&RPA18, reflecting the
equivalent of anywhere between 1.15 to 1.6 fulletiemployees per month

(mainly at the paralegal level). SPA19; A22312128-84:10; see alsh2289 at

230:8-23; A2288 at 229:6-A2289 at 230:2. And wHiitany asserts that it “takes
many steps to protect and enforce its marks,” Apptd’ Br. at 10, the record
shows that Tiffany generally did not take actioem®against sellers of items on
eBay that Tiffany determined were counterfeit parguo its buying programs;
against the alleged repeat infringers listed in &%394; or against the seller who
allegedly listed over 3,000 counterfeit Tiffanynte. SPA15; A2497 at 800:20-
A2498 at 801:19; A2498 at 804:11-A2499 at 806:13506 at 830:8-17.

Tiffany’s “sporadic and relatively meager” commitni¢o reporting

listings, SPA56, is significant because, as Mr. i testified, had Tiffany
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devoted additional resources to the effort, ovaetthe number of potentially
counterfeit Tiffany items on eBay would have beenimized. SeeA364  25;
A2429 at 624:24-A2430 at 626:20; A2453 at 719:25%:72SPA19.

C. Additional Measures Taken by eBay to Combat Infmgement

Contrary to Tiffany’s charge that “eBay did nothiog its own
initiative to prevent the listing of counterfeitapts,” Appellants’ Br. at 3, the
record and District Court opinion are replete Wabts that belie this claim. In
addition to the VeRO Program, eBay has implemesiguificant measures to
minimize incidences of infringement on its siteX4625-53; SPA10-13; A2445 at
686:14-15, 687:5-8. In fact, eBay has investechash as $20 million annually on
tools to address fraudulent activity, A2445 at @8725, devoting fully one quarter
of its 16,000 employees to “trust and safety” issuBPA10; A2446 at 691:17-
692:7. More than 200 of these individuals focuslgstvely on combating
infringement, at a cost of “tens of millions of Bok,” SPA10, 12; A2418 at
579:24-580:8; A2445 at 687:9-14, and an additig@afocus full-time on
interfacing with law enforcement agencies. SPAAR423 at 599:1-2, A2460 at
746:21-747:19; A375 1Y 56-57.

1. Fraud engine

Despite having no legal obligation to do so, eBayales more than

$5 million annually to maintaining and enhancingp@histicated fraud engine that
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uses more than 13,000 different search rules tagtirely search listings for
potentially infringing or otherwise problematic izdly. A2445 at 687:15-18;
A367-70 1 33-39. The fraud engine not only flagings that expressly offer
“knock-off” or “replica” merchandise and listings which the seller “cannot
guarantee the authenticity” of the item, but alsotains numerous other data
elements designed to evaluate listings based ommaition such as the seller’s
Internet protocol address and any issues assoaidtiethe seller’'s account.
SPA10-11; A368-69 11 35-36; A2418 at 581:11-A241884t22; EX4795-96;
EX4831-38" The fraud engine also includes rules specifigadistaining to
Tiffany and other brand names; when this action filed, eBay’s rules searched
for approximately ninety Tiffany-specific keywordscluding “counterfeit
tiffany” and “faux tiffany.” SPA26-27; A2439 at 8&-22; A369 { 37;
EX4795-96.

Listings flagged by the fraud engine are sent tayeBCSRs for
further action, including potentially removing th&ting and suspending the seller.

SPA11; A369 1 38. eBay removes from its site thodsaf flagged listings each

* Tiffany’s assertion that “eBay’s filters searcrsadely for listings that admitted
that the goods were not genuine,” Appellants’ B2H is thus incorrect. Tiffany
Is equally disingenuous in claiming that eBay “rreargopted any new filters other
than more of the ‘replica’ filters.” Icat 21-22. As Mr. Chesnut testified, and as
the District Court found, eBay’s fraud engine islaged regularly. A368-69 { 36;
SPA1l.
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month. SPA11; A369-70 1 38-39; EX4612-13. Newess, as the District
Court found, “eBay’s ultimate ability to make detenations as to infringement
was limited by virtue of the fact that eBay nevawsor inspected the merchandise
in the listings. While some items — such as gungre completely prohibited and
thus required no judgment to remove, listings tfgred potentially infringing

and/or counterfeit items required a more in-deptheaw.” SPA11; see alsh2419

at 582:23-584:17.

2. User suspensions

eBay also takes action against sellers themsehasading for repeat
offenses or more serious violations as well as uadg other circumstances where
indicia of suspicious activity are preseA372-73 1 46-52.eBay has
implemented a range of such sanctions, from réisinig on the user’s account to

outright suspensions from eBay of varying lengtleluding indefinitely. _1d. Of

> Contrary to Tiffany’s assertion, Appellants’ Bt.28-24, eBay proffered
extensive testimony regarding eBay’s suspensi@es,esg.A372-73 1 46-52;
documentary evidence of suspensions site-wide gesgelE-X4797-4830; and
documentary evidence of suspensions of users whadramitted violations
involving potentially counterfeit Tiffany merchaisei, see, e.gEX2829-38.
Tiffany thus has no basis for claiming that eBagriscluded from contending that
it suspended users. Appellants’ Br. at 24 n.X0arly event, because Tiffany did
not raise this argument below, it is waived on @abp&edn re Nortel Networks
Corp. Sec. Litig.539 F.3d 129, 132 (2d Cir. 2008) (“an appellatertwill not
consider an issue raised for the first time on afjjpeAllianz Ins. Co.v. Lerner
416 F.3d 109, 114 (2d Cir. 2005) (refusing to adsitentimely arguments where
“[d]efendants proffer[ed] no reason for their faduo raise the arguments below”).
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the “hundreds of thousands of sellers [suspendestj/eyear,” tens of thousands
are suspended for having engaged in infringing acondA2450 at 707:8-708:23;

A373 { 51; see aldaX4797-4830 (providing data regarding suspensjons)

EX4614-22; EX4659-68; EX4784-88.
Although eBay primarily employs a “three-strikegertia seller can

be suspended for a first violation if it is detemsl that, for example, the seller
“listed a number of infringing items,” and “this@gars to be the only thing
they’ve come to eBay to do.” A2448 at 700:10-2% alscA2420 at 589:25-
591:6; A372-73 11 48-49; A2448 at 700:23-701:10; AP4¥704:18-A2450 at
706:9. eBay also has developed sophisticated, tabéscost of approximately $10
million, that enable it to detect patterns of fralght activity, identify previously
suspended users, and prevent such users fromistergyy even with different
personally identifying information. A373 {1 50-52{4698; A2449 at 702:8-
703:14. eBay’s suspension policies, like all sfanti-infringement measures,
apply to every user, including high-volume sellanswn as PowerSellers. A2450
at 709:10-A2451 at 710:10; A376-77 11 61-65; SPA24.n.

The District Court found eBay’s suspension poli¢eebe “appropriate
and effective.” SPA24. While Tiffany cites thefdhat, despite its urging, eBay
did not automatically suspend every seller conogrmthom Tiffany submitted a

NOCI, the District Court properly noted the complgof factors that go into a
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suspension determination, including that a NOClsdua constitute a definitive
finding that an item is counterfeit — only a stagmtnas to Tiffany’s “good faith”
belief. Id; A2449 at 704:23-705:2. Indeed, Tiffany at tinh@s conceded that
items that had been the subject of a NOCI wereigerand subsequently
requested that items be reinstated or that theesggm of a user accused of selling
counterfeit merchandise be lifted. EX4693-96; EX$20; EX6266-85.

The record and the District Court findings alsoquieocally refute
Tiffany’s claim that a “significant number of repgedfenders” have listed items on
eBay. Appellants’ Br. at 23. Out of the 284,148ngs reported by Tiffany since
2003, Tiffany identifieconly twenty-threénstances in which a previously reported
seller purportedly reappeared on eBay under the se@r name, and Tiffany
offered supporting evidence fonly four. The District Court concluded that even
these few instances lacked probative value:

At trial, Tiffany specifically identified three defls who
reappeared under the same user name: “annag9,”
“tracycwazy,” and “Freshhunter.” With respect hese
sellers, the evidence demonstrates that once anviff
representative saw the infringing listings and dfila
NOCI, eBay immediately removed the listings. When
the seller subsequently reappeared on eBay antflaayli
representative filed a second NOCI, eBay again
immediately removed the listings. The evidencesdos
demonstrate that a third NOCI was ever filed wabpect

to these users, nor does it demonstrate that eBay e
refused to remove the allegedly infringing listing§he
evidence with respect to the remaining “repeatrafézs”

Is less detailed. For example, at least one otxigbits
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cited in support of this contention was not a requleat
listings be taken down, but rather a request tlistye
send Tiffany the seller's contact information. it
respect to the remaining sellers, Tiffany offered n
evidence of the first NOCI filing and little to moof of
the amount of time that had elapsed between Tiffany
first and second notifications to eBay. . . . EHv&dence
shows that one of the sellers who relisted itengeuthe
same user name was “the firstman-vip.” This usas &
PowerSeller. However, the evidence does not sihaiv t
this PowerSeller, or any other PowerSeller, waatdwck
differently by eBay than any other seller of infjing
items. Indeed, there is no evidence that upormrrebeipt
of a NOCI concerning this PowerSeller, eBay faited
immediately remove the listings.

SPA25 n.23 & n.24 (citations omitted).

Tiffany also purported to have identified 178 indivals who used
different user names to return to eBay to selpaitlty counterfeit goods. But, as
the District Court found (among other reasons feing no weight to Tiffany’s
contention, SPA24-25), “the vast majority of [thagders] appear no more than
twice, indicating that after Tiffany filed two NO€reporting these sellers, the

sellers no longer reappeared on eBay.” SPA25.

® Tiffany also claims that eBay “regularly allowed sellers to offer hundreds,
even thousands, of listings for counterfeit TIFFAMWelry at any one time.”
Appellants’ Br. at 19. But Tiffany points to ondye such user, “the firstman-vip,”
and, as the District Court found, Tiffany offerenl @vidence that eBay failed to
remove that user’s listings. SPA25 n.24.
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3. Other anti-fraud/anti-infringement measures
undertaken by eBay

The trial record showed that eBay undertakes nunsesther
initiatives, ignored by Tiffany, to prevent theting of counterfeit Tiffany and
other items on its site. These include: eBay’sqaer “clean-up” reviews of
listings, including of Tiffany merchandise, in difiogt to remove those that might
be offering counterfeit goods, SPA26; A2422 at 39725; A2459 at 744:11-
745:20;_see alsBX4724-26; EX4736-63; EX83; A2461 at 752:23-7532Bay’s
use of special warning messages instructing sebegasure items they seek to list
(including Tiffany items) are authentic merchangdesed informing them that
listing of counterfeit items “could result in susigeon of [the seller’s] account,”
SPA26; A374 11 54-55; EX4623-24; EX4839; A2461 41:16-752:21; and
encouraging rights owners to create an “About M&jgon eBay to inform users
about their products, intellectual property riglasd legal positions (Tiffany has

maintained an “About Me” page since 2004). A3743PA12-13.

" Even before Tiffany sent its first demand leteBay “was already working on
measures, both some short-term measures and sogi&elon measures to try to
effectively deal with” potentially counterfeit go®dn its site. A2458 at 741:23-
742:23. Following receipt of Tiffany’s letters, @Bundertook still further efforts
to reduce the volume of potentially infringing itemA2459 at 742:24-A2460 at
746:20.
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D. The Record as to Other “Indicia of Infringement”
Cited by Tiffany

1. Tiffany’s demand letters, “five-or-more” rule,
and buying programs

Tiffany claims erroneously that its pre-litigatidemand letters put
eBay on notice of infringing activity and that eBayturn, disregarded those
letters. Appellants’ Br. at 15-17. As a threshidtter, neither demand letter
identified any specific infringing listings or sets. Nevertheless, eBay’'s response
to the May 14, 2003 letter included, among otharg$t encouraging Tiffany to
utilize the VeRO Program; advising Tiffany that gBaoactively removed listings
that appeared, on their face, to be counterfdityming Tiffany that sellers’
accounts are suspended in appropriate circumstaaeegssking Tiffany to
propose ways the companies could work together222g8-47.

Tiffany’s sole unmet demand was that eBay prospelgtiban users
who were selling Tiffany items in lots of five orome. SPA16-17. Yet the District
Court concluded that the record provided no ratefa Tiffany’s unilateral
“rule,” the contours of which shifted froall Tiffany items sold in lots of five or
more, EX2248-50; A187-89 11 18, 20, to only Tiffgawelryitems, A189 { 21,
and from all manner of Tiffany jewelrpew and old A25-26 § 34, to onlpew
silver Tiffany items, EX5523. Moreover, to the ext Tiffany’s evidence

provided any support for limiting sales of identitams, it was clear that Tiffany
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instituted the practice as an anti-diversion totlat is, to guard against a
secondary market iauthenticgoods. SPA 27; EX5156-65; EX5325-28; A2005 at
76:2-A2006 at 77:25. Even this anti-diversion tilmas grown to twenty-five
items, A2005 at 76:20-A2006 at 77:2, and has nypilegly been enforced, A2244
at 134:7-14; A2506 at 833:3-12; SPA17.

Finally, lots of five or more authentic Tiffany ites, including silver
jewelry, havebeen sold on eBay. EX6266-85; A2244 at 135:1642lone
instance, an eBay user listed dozens of authahter gewelry items. SPAL7,;
EX6266-85. At least one of Tiffany’s third-partyanufacturers also resold excess
authentic Tiffany merchandise that later was resol@Bay. A322 1 11; EX5386-
88. In view of the foregoing, Tiffany’'s CEO, Mr.ovalski, was forced to concede
at trial that the five-or-more “rule” was only ahterthand” “compromise”
reflecting what Tiffany would seek from eBay — ante not warranting “undue
focus.” A2502 at 817:3-4; A2503 at 822:12-23. Nanwvappeal, Tiffany seeks to
bury this former cornerstone of its case in a fotgrindicating meekly that the
“rule” was merely a “suggestion.” Appellants’ Bit. 16 n.5.

Tiffany also has staked its case on “buying progtainconducted in
2004 and 2005, the first of which Tiffany notedhe 2004 demand letter it sent to
eBay only one week before commencing this actibime actual results of both

programs — including the identities of the sellemd listings involved — were
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provided to eBay only during discovery. The DitCourt concluded, moreover,
that the programs lacked probative value; they wieiddled with procedural and
statistical flaws, SPA20-21, including, as Tiffamgs conceded, that their results
could not be extrapolated outside the specificddatéhe programs. Memorandum
of Law in Opposition to Defendant’s Motion in Linarto Exclude the Proposed
Expert Testimony of George Mantis at 4 (Docket Alg), A2301 at 278:19-25;
279:14-18. What is more, Tiffany entirely suspahds reporting efforts while the
programs were conducted. A2304 at 291:12-21; AR 9y 45-57; EX5499-5500.
Therefore, as the District Court observed, the stdiiffany identified as

counterfeit during the programs “would likely haween removed by eBay had

they been reported.” SPA50; see #364025°

® Having not challenged the District Court’s conaus that the buying programs
were flawed, Tiffany now relies on speculation Bag's expert, Dr. Eugene
Ericksen, to the effect that perhaps thirty percéihe Tiffany silver jewelry

items on eBay during the buying programs were aateit. A2393 at 555:5-12.
This testimony, however, offered “no guidance awl@t percentage of counterfeit
listings would have been captured, and removeddiligent use of the VeRO
Program” had Tiffany not suspended its reportirfgres. SPA21 n.17.
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2. Tiffany’s challenges to eBay’s proactive measuse

Again disregarding the District Court’s undispufedlings, Tiffany
contends that eBay could have implemented moreteféeanti-counterfeiting
measures earlier. Appellants’ Br. at 22. Buti&rict Court discredited
Tiffany’s expert on this topic, Gregory Piatetskiya®iro’ instead finding the
record “clear that eBay consistently took stepisorove its technology and
develop anti-fraud measures as such measures beéeanm®logically feasible and
reasonably available.” SPA28. In so holding,dbeart credited the testimony of
eBay’s Mr. Chesnut that Dr. Piatetsky-Shapiro’siquie reflected fundamental
misunderstandings regarding eBay. SPA27 (citin§1&at 349:20-352:4); SPA
52 (citing A2464 at 765:8-17); see alka460 at 748:24-A2461 at 750:15; A2318
at 349:20-A2319 at 350:19; A2319 at 351:6-352:4322at 373:12-15; A2455 at
728:11-23, 729:4-730:10.

In any case, by late 2006, contrary to Tiffanyaicl that “eBay did
not take these measures and instead relied orAe®©,” Appellants’ Br. at 22,
eBay had begun to, among other things: delay thieyadf buyers to view certain

listings, including Tiffany listings, in order toable CSRs to manually review

° Beyond the lower court’s own critiques of his dpirs, SPA27, Dr. Piatetsky-
Shapiro conceded that he was not opining on theusay of eBay’s measures,
A2317 at 345:2-5, and that his methodology couldantually identify counterfeit
Tiffany items on eBay. A2312 at 322:16-21, 323220-A2314 at 330:15-20;
A2313 at 326:6-19, 328:18; A2325 at 376:3-11.
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those listings; prohibit one-day and three-dayiaunstof certain items; and restrict

cross-border trading. SPA27-28; see #2437 at 655:23-656:14; EX4257-509.

While Tiffany recites the numbers of NOCls subnditte eBay for each of the
years 2003-2006, it fails to apprise the Court #sabf 2007, Tiffany “started to
notice significant reductions in the amount of dewfeit Tiffany silver
merchandise being offered for sale on eBay.” A$493™

3. Tiffany’s third-party witnesses

Finally, the testimony of four third-party withessatroduced by
Tiffany, Appellants’ Br. at 19-20, is irrelevanif anything, this testimony
confirms that eBay has acted in good faith andased diligence in addressing
potentially infringing items listed on its site oFfexample, Sheila Sharp, whose
eBay account was taken over by another user, adkdged that eBay informed
her that it was “canceling all the unauthorizetiigs on my eBay account,” and a

subsequent search revealed that “those listingbéad removed.” A271-72 | 7,

% The District Court precluded Tiffany from arguitigat eBay’s implementation
of additional measures in 2006 demonstrates culpabA2175 at 61:24-A2178 at
73:6; A2211 at 4:5-A2213 at 11:5; see dfeal. R. Evid. 407. Tiffany does not
appeal that ruling, wherein the court struck podiof the testimony of Tiffany’s
witnesses. For separate reasons, the court giartkns of the testimony of other
of Tiffany’s witnesses. A2166 at 28:15-A2167 at@RA2169 at 38:20-A2170 at
40:6; A2178 at 73:25-A2179 at 80:13; A2276 at 180181:10; A2310 at 315:25-
A2311 at 318:4. Tiffany also has not challengaexsérulings. The Court thus
should consider only the redacted versions ofeékrhony of Michael Kowalski,
Ewa Zalewska, Maria Cacucciolo, George Mantis, @abline Naggiar.
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9. Ms. Sharp also “contacted eBay with my suspitas to additional fraudulent
listings, and “within an hour they had cancelleenthall.” EX280-84. In addition,
PayPal, an eBay company, “was extremely helpfufiroviding assistance, A271

1 8; PayPal was “able to track the account to wthelse payments were being sent
and have closed it,” EX290-95.

SUMMARY OF ARGUMENT

The “generalized knowledge” standard that Tiffasgeats as the
linchpin of its discussion of contributory trademdability, and that is said to give
rise to an obligation on eBay'’s part to undertal@aptive anti-counterfeiting
efforts, is, as the District Court recognized, &olosed” by the Supreme Court’s

decision in Inwood Labs., Ing. Ives Labs., In¢456 U.S. 844 (1982). That

decision establishes that the “knowledge” or “reatsoknow” prong of a
contributory infringement claim is met only whehe tdefendant has acquired
knowledge of specific instances of actual infringatand has failed to act upon
that knowledge. Liability cannot be imposed underoodon the ground that a
defendant may have generalized knowledge of, oreasonably anticipate,

infringing activity. As applied here, Inwoahposes no affirmative duty on eBay

to monitor for, ferret out, or remedy potentialriinfements._SeBoint |.A.
That contributory trademark liability requires pfad knowledge of

specific infringing activity has been reaffirmedtire post-Inwoodase law, which
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likewise repudiates any notion that liability castron the defendant’s allegedly
having been able to reasonably anticipate infrig@ativity. Not one of the cases
cited by Tiffany compels a different conclusionr can Tiffany provets case by
defending its purported right to jettison its ecment obligations as a trademark
owner. The District Court did not view inactivibyn Tiffany’s part as some form
of affirmative defense, as Tiffany contends. Rattlee court refused to allow
Tiffany improperly to shift the policing role thaw assigns to it onto eBay outside
of Inwoods parameters. In the end, were Tiffany’s theoryiability correct, the
rights of trademark owners would impermissibly engb&o the point of stifling
legitimate commerce. Séwint |.B.

Application of Inwoodto the record facts straightforwardly

demonstrates why no liability can attach here. yaiatinely responded promptly
and in good faith to claimed instances of infringatreported to it by Tiffany —
while voluntarily continuing to undertake a widega of proactive anti-
counterfeiting measures. Seeint |.C.

Tiffany’s effort to shoehorn the evidence into andastration of
willful blindness on eBay’s part is similarly lacig in merit. The contrast between
eBay’s conduct and that of the flea-market opesatmmvhich Tiffany tries to

suggest a meaningful comparison is one of day fraht. Sed”oint I.D.
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Tiffany’s tag-along direct infringement, dilutioand false advertising
claims cannot, fortiori, survive the defeat of its contributory infringemelaim.
eBay’s compliance with Inwooprecludes holding it accountable as either a tlirec
or contributory infringer. The District Court alsorrectly held that insofar as
authentic Tiffany merchandise is available on eBangl insofar as eBay removes
listings for potentially counterfeit merchandidee hominative fair use doctrine
authorizes descriptive use of the Tiffany trademmadkindicate the availability of
Tiffany merchandise on the site. Jeaint II.

ARGUMENT

The District Court’s conclusions of law and resmntof mixed
guestions of law and fact are subject tandeoreview. Findings of fact, however,

are reviewed for clear error, AmalfitanoRosenbergs33 F.3d 117, 123 (2d Cir.

2008), and Tiffany does not challenge any of th&trizit Court’s factual findings
as clearly erroneous. Accordingly, these findislgsuld not be disturbed on

appeal._Sebnited States. Londong 76 F.3d 33, 35 (2d Cir. 1998).

1 To the extent Tiffany’smici seek to supplement the record, those factual
proffers should be disregarded. $Hennigv. Household Credit Servs., In€95
F.3d 522, 529 n.2 (6th Cir. 2002), rev'd on otherumnds 541 U.S. 232 (2004)
(declining to consider “factual issues #aici raise [that] were never raised below
and are not in the record”); Ministry of Def. ofdmic Republic of Irarv. Gould,
Inc., 969 F.2d 764, 773 (9th Cir. 1992) (“[w]e declioego outside the record to
consider new facts submitted by a non-party”). fidreign court rulings
referenced bymicusCoty Inc. are likewise irrelevant to this appeal.
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l. THE DISTRICT COURT CORRECTLY HELD THAT EBAY DID
NOT CONTRIBUTORILY INFRINGE TIFFANY’S TRADEMARKS

A. Tiffany’s Contention that Inwood Requires Only
Generalized Knowledge of Infringement Has No Merit

In Inwood the Supreme Court recognized that contribut@gl@mark
liability can arise in the narrow circumstance whar‘manufacturer or distributor
.. . continues to supply its product to one whoknows or has reason to know is
engaging in trademark infringement.” Inwqab6 U.S. at 854. As applied to

eBay, the District Court held that Inwoobliges it to act only upon acquiring

knowledge of “specific instances of actual infringent,” SPA48; “generalized
knowledge,” by contrast, is “insufficient under timgvoodtest to impose upon
eBay an affirmative duty to remedy the problemPAd5; see als&PA52
(“without specific knowledge or reason to know, gBaunder no affirmative duty
to ferret out potential infringement”). The DistriCourt’s interpretation of
Inwoodis completely sound.

The InwoodCourt left little doubt as to the nature, and eegof
specificity, of the knowledge necessary to impgsenua putative contributory
infringer a duty to act to remedy infringement. eT@ourt indicated that the
liability of the generic-manufacturer defendantsosd conduct was there in issue
depended on whether they “continued to supply cyistateto pharmacists whom

[they] knew were mislabeling generic druggl56 U.S. at 855 (emphasis added).
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Coupled with the Court’s reference tonewhom [the defendant] knows or has
reason to know is engaging in trademark infringeifiéth at 854 (emphasis
added), this language expresses unambiguouslycasifon individual infringers”
that is “consistent with a requirement of specifather than general, knowledge.”
SPA45.

Further, the Inwoo@ourt expressly addressed and rejected the very
standard Tiffany advocates. Tiffany’s theory ohtdbutory infringement — that
generalized knowledge triggers a duty of anticipatemedial conduct — is
interchangeable with the Restatement standardy@nt$o which liability can be
imposed where the defendant “fails to take readerf@ecautions against the
occurrence of the third person’s infringing condactircumstances in which the
infringing conduct can be reasonably anticipate8PA39 (quoting Restatement
(Third) Unfair Competition § 27 (1995)). Tiffanglnowledged as much below.
A2510 at 849:2-12; idat 852:13-23% But Tiffany fails to acknowledge in its brief
to this Court that Inwoodonsidered the Restatement standard that Tiffany
advocates and pronounced it erroneous.

In his concurring opinion in Inwogdustice White observed that

because a defendant is not “require[d] . . . tagefto sell to dealers who merely

12 Amicus The International AntiCounterfeiting Colit relies expressly on the
Restatement standard. S#ef of Amicus Curiae The International
AntiCounterfeiting Coalition at 22-24.
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mightpass off its goods,” the “mere fact that a genénig company can
anticipate that some illegal substitution will océo some unspecified extent, and
by some unknown pharmacists, should not by itseH Ipredicate for contributory
liability.” Inwood, 456 U.S. at 861 (White, J., concurring) (emphasaiginal).
Justice White proceeded to raise the concernhleatigjority in_Inwoodhad
implicitly adopted a novel and overly broad “reaslble anticipation” standard for
contributory trademark infringement. This concarase out of his view that the
Second Circuit, in the latter of two opinions isgiy this Court in the case (“lves
V"), had impermissibly “revis[ed] and expand[ed] th&ctrine of contributory
trademark infringement” beyond what this Court, jp&tge Friendly, had properly

articulated in its earlier decision (“Ives)ll Inwood, 456 U.S. at 860 (White, J.,

concurring)®® In lves 1I, Judge Friendly stated the governing standard for
contributory liability as follows:

[A] manufacturer or wholesaler would be liable unge

32 if he suggested, even if only by implicationattta
retailer fill a bottle with the generic capsuledapply
Ives’ mark to the label, or continued to sell cdesu
containing the generic drug which facilitated thdas a
druggist whom he knew or had reason to know was
engaging in the practices just described

13 per Justice White: “lves tequired a showing that petitioners intended dleg
substitution or knowingly continued to supply phaamsts palming off [goods];
Ives IV was satisfied merely by the failure to ‘reasonabiicipate’ that illegal
substitution by some pharmacists was likely. Inwigyv, this is an erroneous
construction of the statutory law governing tradgagotection.” _Id.
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Ives Labs., Incv. Darby Drug Cq.601 F.2d 631, 636 (2d Cir. 1979) (Friendly, J.)

(emphasis added). In Ives,IWhile Judge Mansfield stated that “the governing
legal principles have already been set forth irgéueriendly’s opinion upon the

earlier appeal,” lves Labs., Ine. Darby Drug Cq.638 F.2d 538, 542 (2d Cir.

1981) (Mansfield, J.), he also suggested that ¢#fendlants “could reasonably
anticipate” infringement._Idat 543.

The majority in_ Inwoodesponded to Justice White’s concern by
indicating its view that the Second Circuit hamt adopted a “reasonable
anticipation” standard; that had it done so, sutignificant change in the test for
contributory infringement” would have been errongaand that Judge Friendly’s
enunciated standard is one of which “both we amstickiWhite approve”:

Justice White, in his opinion concurring in the uies
voices his concern that we may have “silently
acquiesce[d] in a significant change in the test fo
contributory infringement.” His concern derivesrir his
perception that the Court of Appeals abandoned the
standard enunciated by Judge Friendly in its @iphion,

a standard which both we and Justice White approve.
The Court of Appeals, however, expressly premiged i
second opinion on “the governing legal principles set
forth in Judge Friendly’s opinion upon the earb@peal”

and explicitly claimed to have rendered its second
decision by “[a]pplying those principles.”  Justice
White’s concern is based on a comment by the Gafurt
Appeals that the generic manufacturers “could
reasonably anticipate” illegal substitution of thdrugs.

If the Court of Appeals had relied upon that staeftrio
define the controlling legal standard, the coudeed
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would have applieca “watered down” and incorrect

standard. As we read the Court of Appeals’ opinion,

however, that statement was intended merely todustt

the court’s conclusion that the legal test for dbuatory

infringement, as earlier defined, had been met.
Inwood 456 U.S. at 854 n.13 (citations omitted) (emphasided).

From the foregoing, there can be little doubt eithat the Supreme
Court in_Inwoodintended contributory trademark liability to benstrained by a
demonstration that the defendant possessed knosvtgogpecific infringing
conduct or that the Supreme Court did not predipatential liability merely upon
a showing that the defendant had a general awaréma&isone or more unknown
parties might engage in infringing conduct.

B. Post-InwoodPrecedent and Sound Policy Considerations

Support Inwood’'s Holding That Knowledge of Infringement
Must Be Specific

1. Relevant precedent

The requirement of specific knowledge articulatethwoodhas been

reaffirmed in numerous cases. Sy Corp. of Amy. Universal City Studios,

Inc., 464 U.S. 417, 439 n.19 (1984) (holding that ligbtan be imposed under
Inwoodif the defendant “continued to supply a productoktcould readily be
passed off to particular merchant whom it knewas mislabeling the product with
the trademark owner’s mark” and that liability cahbe imposed if the defendant

does not “supply its products itentified individuals known by b be engaging in
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continuing infringement”) (emphasis added); Perféi;tinc.v. Visa Int'| Serv.

Ass’n, 494 F.3d 788, 807 (9th Cir. 2007) (“a defendansthmave . . . continued to
supply an infringing produdb an infringer with knowledge thé#te infringeris

mislabeling the particular product supplied”) (erapis added); American Tel. &

Tel. Co.v. Winback & Conserve Program, Ind2 F.3d 1421, 1433 n.14 (3d Cir.

1994) (finding no liability where defendant “toog@opriate steps” “in the
instancesvhere [plaintiff] brought objectionable acts . to the attention of
[defendant]”) (citation and quotation marks omijtéeimphasis added); Nintendo

of Am. Inc.v. Computer & Entm’t, In¢.Civ. No. C 96-0187 WD, 1996 WL

511619, at *5 (W.D. Wash. May 31, 1996) (“Contrimyttrademark liability is
applicable if a defendant . . . continues to suppgbyoduct knowing thdhe

recipientis using the product to engage in trademark infingnt.”) (emphasis

added); see aldoockheed Martin Corpv. Network Solutions, In¢c985 F. Supp.
949, 966 (C.D. Cal. 1997), aff'd94 F.3d 980 (9th Cir. 1999) (holding that court
could not “impute knowledge of potential infringem¢to domain name registrar]
merely from the fact that such [infringing] use$ffee plaintiff's mark in domain

names] occurred”); Monsanto Ca.Campuzano?06 F. Supp. 2d 1271 (S.D. Fla.

2002) (refusing to impose liability based on defantts general awareness of

related infringing activity by other third partiegjabeeba’s Dance of the Arts, Ltd.

v. Knoblauch 430 F. Supp. 2d 709 (S.D. Ohio 2006) (cited &8P (sustaining
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contributory trademark infringement claim basedadegations that defendant
allegedly was given advance written notice that@afspecific forthcoming
dance symposium infringed its trademark but allosaaposium to take plac¥).
Consistent with the foregoing, the District Cowtind that Tiffany’s
non-specific demand letters — which failed to idgrany claimed listings or

sellers of counterfeit Tiffany merchandise — did satisfy the Inwoodknowledge

standard. SPA48-49; see alSacci 135 F. Supp. 2d at 411, 420 (trademark
owner’s two emails to defendant regarding allegaafiynging activity did not

establish knowledge); Fare Deals, LtdWorld Choice Travel.com, Incl80 F.

Supp. 2d 678, 690-91 (D. Md. 2001) (plaintiff's demd letter cannot establish
knowledge for purposes of contributory trademafkingement);_Lockheed
Martin, 985 F. Supp. at 967 (“[e]Jven after receiving {pliff’'s] demand letters
[defendant] would not have reason to know” of imffing activity). Similarly, in

Hendricksorv. eBay, Inc.165 F. Supp. 2d 1082 (C.D. Cal. 2001), even thahg

“Doev. GTE Corp, 347 F.3d 655 (7th Cir. 2003), also is instructiVéne court
there concluded that the fact that Internet hostergices “may be used to carry
out illegal activities does not justify condemniihgir provision whenever a given
customer turns out to be crooked.” &.659; see alsGucci Am., Incv. Hall &
Assocs, 135 F. Supp. 2d 409, 420 (S.D.N.Y. 2001) (“traddaplaintiffs bear a
high burden in establishing ‘knowledge’ of contiitmy infringement”); 4 J.
Thomas McCarthy, McCarthy on Trademarks and Ur@aimpetition8 25:20 (4th
ed.) (“trademark owners may have a difficult roaestablishing liability unless
notice of specific infringements was unheeded leysrvice provider”) (internal
guotation marks and citation omitted).

39



evidence suggested thall of the listings at issue were infringing, the daufed
in favor of eBay because the plaintiff “had faitedput eBay on notice that
particular advertisements,” that is, eBay listings, wereinging. Id.at 1095
(emphasis added).

In addition to recognizing the specificity of theMoodknowledge
standard, many courts have recognized Inioaslated repudiation of the
“reasonable anticipation” standard for potentiabliity. SeeSPA39 (citing

General Motors Corpr. Keystone Auto. Indus., IndNo. 02-74587, 2005 U.S.

Dist. LEXIS 23168, at *35 n.21 (E.D. Mich. May 12005) (Supreme Court
“specifically noted that a ‘could reasonably amate’ standard is not proper”),

rev’d on other ground<35 F.3d 351 (6th Cir. 2006); Procter & Gamble Co

v. Haugen158 F. Supp. 2d 1286, 1294 (D. Utah 2001) (“juiéfis] argument
that [defendant] ‘could anticipate the [challengetivity] does not meet the
standard for contributory infringement”), affd17 F.3d 1121 (10th Cir. 2003);

Medic Alert Found. United States, Inc.Corel Corp.43 F. Supp. 2d 933, 940

(N.D. Ill. 1999) (standard “is not whether a maratgier ‘could reasonably
anticipate’ possible infringement, but rather wieetih knew or had reason to know
that a third party is engaging in trademark infangent and continued to sell its

products to that third-party”); Lockheed Martin @ov. Network Solutions, Ing.

175 F.R.D. 640, 646 (C.D. Cal. 1997) (Supreme Ctalisapprov[ed] standard
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under which defendant would be liable for contrdvytinfringement if defendant

‘could reasonably anticipate’ use of product tainge”); David Berg & Co.

v. Gatto Int'l Trading Co., IngNo. 86 C 10297, 1988 WL 117493, at *5 (N.D. Ill.

Oct. 24, 1988) (“[t]hat one ‘could reasonably ampiate’ an illegal use of the mark,
however, is not sufficient”), aff’d884 F.2d 306 (7th Cir. 1989)).

From the rule that third parties have no legal datgnticipate
infringement (even where some unspecified infringetns known to be
occurring), it follows that third parties have r@iranative enforcement obligation
with respect to another’s trademarks. Indeed,dhantity such as eBay has
affirmative dutyto identify and prevent infringing activity is Wwelettled. _Seélard

Rock Cafe Licensing Corp. Concession Servs., In®55 F.2d 1143, 1149 (7th

Cir. 1992) (noting that the law “does not imposg duaty to seek out and prevent
violations”); Hendrickson165 F. Supp. 2d at 1095 (holding that eBay “has n
affirmative duty to monitor its own website” for fgmtial intellectual property

violations); Lockheed Martinl75 F.R.D. at 646 (holding that contributory

infringement claim “must fail if it depends on inging upon [defendant] an
affirmative duty to police the mark for a trade raawner”) (internal quotation

marks and citation omitted).
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2. Cases cited by Tiffany

Against the foregoing, Tiffany musters little by yvaf claimed

support for its novel interpretation of Inwoadd the governing legal standard, and

what it does cite fails to support its positioniffany relies principally on the pre-

Inwood decision Coca-Cola Cwe. Snow Crest Beverages, In64 F. Supp. 980

(D. Mass. 1946), aff'd162 F.2d 280 (1st Cir. 1947) (s&ppellants’ Br. at 30-31).
The claimed import of that case is, however, caittad by its holding. While
Tiffany cites_Coca-Col#or the proposition that “general knowledge” scé for
liability, Appellants’ Br. at 30-31, the court rdeex the opposite conclusion. The
court specifically held that the plaintiff's havistated “in a conversation of
general scope [with the defendant, a competit@f timnamed bars in unnamed
guantities were serving defendant’s product whampff's was called for,” 64 F.
Supp. at 990, was insufficient to obligate the ddént to “investigate passing off
or to take steps to safeguard against such pasffingto eliminate or curtail sale
of its products.”_Id.On the other hand, the court stated that hagltietiff
provided “notice thaparticular named barsvhich defendant was continuing to
supply were serving defendant’s product when pieimproduct was specifically
ordered,” id.(emphasis added), that would have been suffici€aica-Colahus
rejectedimposing liability on the ground that a defendanaty have general

knowledge that “there are some unscrupulous pemsbnos . . will palm off on
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customers a different product.” lat 988-89. Instead, the court held that the
“defendant was not under a duty to investigate iptesspassing off . . . or to take
steps to safeguard against such passing off, @minate or curtail sales of its
product.” Id.at 989"

Tiffany also asserts erroneously that Mini MaidvSeCo.v. Maid

Brigade Sys., In¢967 F.2d 1516 (11th Cir. 1992), stands for thegpsition that

“knowledge of a pervasive problem [can] form theiba&f a contributory
trademark infringement claim.” Appellants’ Br.Z8. The court in Mini Maigd
which arose in the context of a franchisor-franetiselationship, held that a
franchisor can be liable for infringement by fraisees only if it induced the
infringement or “knowingly participated in a scheofdrademark infringement
carried out by its franchisees.” 967 F.2d at 1528e decision plainly offers no
guidance here and fails to support Tiffany’s bresgkimg argument that eBay
should be liable for all of its users’ infringememtf Tiffany’s trademarks based on
general awareness treime unidentified number of themay be engaging in

counterfeiting.

!> In addition to misrepresenting Coca-Cdliffany erroneously states that the
Inwood Court adopted Tiffany’s misreading of Coca-CofeeAppellants’ Br. at
30. In fact, as shown above, Inwo@jected the very “reasonable anticipation”
standard Tiffany presses here.
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Tiffany offers an equally misleading discussiorA8fM Records,

Inc. v. Napster, InG.239 F.3d 1004 (9th Cir. 2001), a copyright caséfany

argues that in Napsténe Ninth Circuit “did not reverse” the distriatart’s

holding that the law “does not require knowledgesmécific acts of infringement.”
Appellants’ Br. at 36-37. In fact, it did just thal'he Ninth Circuit “place[d] the
burden on plaintiffs to provide notice to Napstecaopyrighted works and files
containing such works available on the Napsteresydiefore Napster has the duty

to disable access to the offending content.” 23@ at 1027; see alsd. at 1021

(“absent any specific information which identifieringing activity, a computer
system operator cannot be liable for contributafgingement”). _Napstethus
completely undercuts Tiffany’s argument, particiylamsofar as contributory
trademark infringement is even “more narrowly dratran contributory
copyright infringement._Hard RocR55 F.2d at 1150.

3. Policy considerations

The specificity of the Inwoo#nowledge requirement accords with
the commonsense proposition that liability for cimitory trademark infringement
should not arise where there is some uncertainty dse extent or nature of
infringing activity. SeeSPA46. Were it otherwise, the viability of eBaydaother
Internet commerce sites would be imperiled by digabon to guarantee the

authenticity of third-party merchandise despitengen no position to do so. As
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the court in Hard Rockoted, the doctrine of contributory trademarkingement
does not make defendants “dutiful guardians” ofabmplaining rights owner’s
“‘commercial interests.” 955 F.2d at 1149.

The limitation of contributory trademark infringenteo
circumstances in which the defendant has suffilsiestecific notice of
infringement to render inaction culpable compleraghe obligation of the
trademark owner to police its trademarks. SBAS56 (noting that rights owner is
responsible for policing its trademark8)In the context of eBay’s vast online
marketplace, the policing obligation makes it inta@mt upon rights owners to
provide eBay with sufficiently specific notice toable eBay to take appropriately
targeted remedial action — a process that thei€ti€iourt determined eBay has
effectively facilitated with its VeRO Program.

Tiffany pushes the far broader duty of anticipatamyi-counterfeiting
action — despite its clear rejection by the codrés a tool for achieving the

improper objective of reducing competition withfaify’s own sales channels. In

'® See alsdRockwell Graphic Sys., Ine. DEV Indus., InG.925 F.2d 174, 179

(7th Cir. 1991) (recognizing “duty of the holderafrademark to take reasonable
efforts to police infringements of his mark”); F&hoto Film Co., Incv.

Shinohara Shoji Kabushiki Kaish@4 F.2d 591, 602 (5th Cir. 1985) (“trademark
holder is required to police his mark”); 2 J. ThahacCarthy, McCarthy on
Trademarks and Unfair Competiti@nl1:91 (“[Clorporate owners of trademarks
have a duty to protect and preserve the corporattedemark assets through
vigilant policing and appropriate acts of enforcefxi®.
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this regard, the District Court found that a “salogial number of authentic Tiffany
goods are sold on eBay,” SPA47, such that “[w]affaiiy to prevail on its
argument that generalized statements of infringénvene sufficient to impute
knowledge to eBay of any and all infringing actgfahy’s rights in its mark

would dramatically expand, potentially stifling legnate sales of Tiffany goods on
eBay.” 1d!" Indeed, Tiffany’s demand that eBay “ban the sél&iffany’ silver
jewelry,” EX2249, reasonably was viewed by the fisiCourt as evidence that
“one of Tiffany’s goals” in suing eBay has been staut down the legitimate
secondary market in authentic Tiffany goods.” SPA436. The very real threat
posed to an important channel of secondary madkatieerce by Tiffany’s pursuit
of that goal in this litigation argues strongly sngh relaxing the contributory

infringement standard in the unprecedented manifi@ny urges.

7 See alsddendrickson 165 F. Supp. 2d at 1095 (rejecting plaintiff sitntion
that eBay must determine authenticity of listedhgg Gucci Am., Incv. Duty

Free Apparel, Ltd.315 F. Supp. 2d 511, 524 (S.D.N.Y. 2004) (notheg
requested relief that “would effectively bar [dedant] from ever selling authentic
Gucci merchandise” is “too severe and inconsisiéttt this country’s notions of
free enterprise and vigorous competition”); MyWebGar, LLCv. Hometown

Info., Inc, 375 F.3d 190, 195 (2d Cir. 2004) (noting thabjfinction were
granted, defendant “would be forced to shut dowimitline grocery store, at least
temporarily, perhaps permanently losing customers”)
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Tiffany’s criticism of the District Court for suppedly having held
that Tiffany’s “insufficient efforts to police itlarks create a defense to eBay’s
illegal behavior,” Appellants’ Br. at 38, is bothred herring — the court held no
such thing — and a direct attack on the prevatimgtributory trademark
infringement standard. The District Court’s rejetof Tiffany’s claims rested
solely on the evidence relating to eBay’s diligesthoval of known infringing
listings, combined with the broader record evidemdkecting eBay'’s significant
efforts to combat counterfeiting on its site getigra

Rather than treating Tiffany’s deficient enforcemeffiorts as an
affirmative defense or “placing [an] extraordind@yrden on rights owners,”
Appellants’ Br. at 42, the District Court emphasizke enforcement burden the
law has placed on trademark owners for two reas@hs. first was to make clear
that the fact that Tiffany may have determined skenonly a modest investment
to monitor infringing conduct and to pursue dirattingers does not entitle it to
transfer those responsibilities onto a third pattgh as eBay outside the
parameters of InwoodThe second was to establish that Tiffany to sdewgree
has itself to blame for the incidences of countenig for which it seeks to hold
eBay responsible, given, for example, the evidéhathad Tiffany devoted
sufficient resources to the VeRO Program, the le¥lotentially infringing

listings on eBay likely would have declined sharph364 1 25.
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That Tiffany’s invented claims of legal error maskappeal to this
Court’s sympathies is revealed on page 42 of ief,bwhere it pleads for relief
from the responsibility of enforcing its trademadtseBay despite what we have
shown to be the absence of any legal basis for swwehentous burden shifting.
Theamicusbriefs in support of Tiffany demonstrate that matiyer trademark
owners already are standing in line to demand amaihwarranted relief. For the
reasons explained above, the District Court wisetysted the attempt to cripple
eBay by turning the law of contributory trademankingement on its head.

C. Undisputed Record Evidence Establishes That eBay
Is Not Liable Under Inwood

Applying the correct legal standard to the recactd, the District
Court straightforwardly found no basis for holdie§ay liable. As noted,
contributory liability only attaches when a defendaoth has the requisite
knowledge of infringing activityandfails to take steps to remediate it — in the
words of Inwood “continues to supply its product to one whomnows or has
reason to know is engaging in trademark infringemeimwood, 456 U.S. at 854.

The trial record established that “once Tiffanyiired eBay of a
listing it believed to contain infringing merchasej eBay promptly removed that
listing from its website through its VeRO ProgransPA54. Indeed, although the
law does not require so impeccable a respons@nijifffailed to establish by a

preponderance of the evidence that there wereretgrices where eBay was given
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specific notice of a potential infringement andddito act.” _Id. Tiffany conceded
that eBaynever refused to remove a reported listanmglalways acted in good
faith. SeeA2238 at 112:2-7; A2239 at 113:2-3; A2247 at 10611, see also
SPA54; suprgp. 13-18. This exemplary record of responsivetesdentified
instances of infringement clearly precludes liapilinder Inwood?®

D. Tiffany’s Reliance on the “Willful Blindness” Doctrine
Is Unavailing

Tiffany’s repeated contention at trial that eBayswallfully blind to
infringing activity is reduced on appeal to a senghragraph. Sefppellants’ Br.
at 38. This is not surprising, given that thel treword showed eBay’s conduct to
be the antithesis of willful blindnes$s.Tiffany nevertheless weakly invokes
willful blindness case law, but it misstates thédimgs of the cited cases and

ignores their starkly different facts.

18 Even if the Restatement standard governed herielfvitdoes not), there can be
little doubt that the extensive anti-counterfeitngasures eBay undertakes would
meet that standard as well.

¥ This is so much the case that during closing asninTiffany’s counsel was
forced to retreat to the position that eBay’s alkgrongdoing had been only
“inadvertent.” A2523 at 901:16-18.
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The willful blindness doctrine reflects judicialcagnition that the
knowledge prong of contributory trademark infringarhcan be satisfied where,
but for deliberate avoidance of learning of highipbable illegal conduct, the
defendant would have known of the illegal conduakiliful blindness “requires
more than mere negligence or mistake” and doeBenathere the defendant “did
not know of a high probability of illegal conductidapurposefully contrive to
avoid learning of it” or “did not fail to inquireufther out of fear of the result of its

inquiry.” Nike, Inc.v. Variety Wholesalers, Inc274 F. Supp. 2d 1352, 1370

(S.D. Ga. 2003), affd mem03-14293, 107 Fed. Appx. 183 (11th Cir. May 3,

2004). To be willfully blind, a defendant must $aect wrongdoing and
deliberately fail to investigate.” Hard Rqd¥65 F.2d at 1149. In these extreme
circumstances, the defendant can be deemed td‘tess®n to know” of
specifically identifiable infringing conduct.

1. The trial record refutes any suggestion that eBay
was willfully blind

The District Court recognized that the “willful bliness” doctrine has
no application to eBay. Reviewing the panoply mi-aounterfeiting initiatives
adopted by eBay and its multi-million-dollar annualestments in anti-
counterfeiting measures, including its VeRO Progréma court properly
concluded that it “cannot be said that eBay faitechake reasonable inquiries or

to take further steps to pursue counterfeitersA%E or that eBay “purposefully
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contrived to avoid learning of counterfeiting os website” or “failed to
Investigate once it learned of such counterfeitiig. To the contrary, the court
found that eBay “has invested significant finandathnological, and personnel
resources in developing tools to ferret out anachialate counterfeit goods from its
website.” SPAS3.

In a futile attempt to extract a willful blindnefsding from the trial
record, Tiffany begins with a blatant misstatemémdt eBay “knew that . . . as
many as 75% . . . of TIFFANY goods being sold omg®ere counterfeit.”
Appellants’ Br. at 37. The record does not supfiost assertion; to the contrary,
the buying programs purporting to demonstrateghoposition were
uncontrovertibly found by the District Court notdo so. SPA19-21. Tiffany ties
to this misstatement the contentions that eBaydidndependently investigate
“the extent of counterfeit Tiffany jewelry” on itdte, evaluate “the number of
‘Tiffany’ listings removed from its website,” orrdck the number of sellers
suspended” for offering counterfeit Tiffany merctee. Appellants’ Br. at 37
(quoting SPA52). But the failure to take every @@mable proactive measure to
document and remediate a problem, let alone oaredbloy-brand basis, is not
willful blindness, particularly given the massiviéoets undertaken by eBay to

combat infringement. The District Court readilyncarred, concluding that

51



whether eBay tracked its anti-counterfeiting meastoy brand was legally
“immaterial.” SPAS52.

Nor can Tiffany establish willful blindness withfegence to the fact
that eBay does not suspend all sellers who comfir$taor perhaps a second,

offense. The law supports eBay's measured respddse/Ninback 42 F.3d at

1433 n.14 (“[l]n the instances where [AT&T] brougdiijectionable acts of the
sales representatives to the attention of [defethddefendant] took appropriate
steps to reprimand and discipline the sales reptasee.”) (quotation marks and

citation omitted); Procter & Gamble Ca.Haugen317 F.3d 1121, 1129-30 (10th

Cir. 2003) (upon learning of third party’s mess#ugg gave rise to Lanham Act

claim, defendant suggested that third party issugtraction); see als6PA54-55.

Even the Restatement standard recognizes thattianlde eBay would not be
required to take the most severe precautionary umegsif it reasonably believes
that less drastic precautions will deter furthérnmgement.” Restatement (Third)
Unfair Competition § 27, Reporters’ Note, cmt. d.

Finally, the fact that eBay offers a variety of ®tw assist its sellers,
seeAppellants’ Br. at 12-13, has no logical connettio willful blindness. None
of these tools is intended to promote or encoungig@gement — quite the

opposite, in fact. See, e.gX1-6; A2363 at 436:5-438:18. Moreover, countgii

variety of contexts have attached no adverse Egaificance to the tools eBay
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offers. Seddendrickson165 F. Supp. 2d at 1087 (rejecting plaintiff'gament

“that eBay participated in and facilitated [infremgent] by providing an online

forum, tools and services to the third party sefleiStonerv. eBay Inc. 56

U.S.P.Q.2d 1852, 1853-54 (Cal. Super. Ct. 2000jr(gdhat eBay’s features “are
available with respect to all goods and servicesianed — they are not limited to
recordings, much less to illegal recordings”).

2.  Tiffany conflates willful blindness with
generalized knowledge

Tiffany purports to find support for its “genera knowledge”
theory in several flea-market cases that actuaiyallful blindness cases. These
cases support neither a “generalized knowledgeitsta nor a finding that eBay
was willfully blind.

Fonovisa, Incy. Cherry Auction, Ing.76 F.3d 259 (9th Cir. 1996)

(cited in Appellants’ Br. at 28, 32-33), arose onappeal from the grant of a
motion to dismiss and involved solely a review ptasted allegations for their
pleading sufficiency. These allegations were thatdefendant flea-market
operators were repeatedly given specific noticéhkycounty sheriff that a discrete
group of vendors, who could be physically obseraed whose goods could be
physically inspected by the defendants, were ggethiousands of counterfeit tapes
and that thousands of these tapes had been sesredfem by law enforcement.

It was further alleged that, armed with this infatran, the defendants did nothing
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to crack down on offending vendors, to assist tiexiff’'s department in doing so,

or to provide promised vendor information to théhauaties. Fonovisa, Ina.

Cherry Auction, InG.847 F. Supp. 1492, 1494-95 (E.D. Cal. 1994).de¥6 F.3d

259. In its brief treatment of the issue, the Ni@ircuit concluded that the
plaintiff had adequately alleged the element ofvidedge. Fonovisas6 F.3d at
264.

Tiffany would contort this limited holding, plainkeflecting “ostrich-
in-the-sand” behavior by a defendant armed withably specific information to
be in a position to take action, into the sweengciple that mere general
awareness of a “pervasive problem” of counterfgitimay form the basis for
liability for contributory infringement.” Appellas’ Br. at 31. The District Court
correctly recognized that Fonovitals to enunciate so broad a principle of law.
SPA 47.

Hard Rock supra also does not provide authority for the propositi

that “knowledge that [some] vendors were engageddrsale of counterfeit goods
[is] sufficient to state a claim for contributomatlemark infringement.”
Appellants’ Br. at 35. The issue in Hard Raelis whether the defendant flea-
market operators were willfully blind to tradematklations by a particular
vendor. 955 F.2d at 1149-50. The court theredaandence that, after having

seen t-shirts with “cut labels” that “were beinddsoheap,” the operators
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deliberately failed to investigate further — “didtrask vendors whether their goods
were counterfeit because they were sure to lieno’hld. at 1149. Even on such
facts, the court found the evidence of willful lbmess to be “at best, thin.” Id.
Hard Rockoffers no meaningful analogy to this case, wheffay would have
eBay charged with knowledge of every one of itgsigého listed counterfeit
Tiffany jewelry, whether or not it received not#igon from Tiffany*°

Responding to Tiffany’s attempt to equate mere geized
knowledge of potential infringing activity with tre®rt of conduct giving rise to
willful blindness, the District Court observed thatdo so would amount to
inflating the “reason to know” prong of the Inwosthndard into “an affirmative
duty to take precautions against potential couetiens, even when eBay had no
specific knowledge of the individual counterfeiterSPAS53. The law “explicitly
precludes such an expansion of the ‘reason to kstawmdard.”_ld(citing Hard

Rock 955 F.2d at 1149).

° The other easily distinguishable cases Tiffang<likewise provide no support
for either Tiffany’s “generalized knowledge” or itgliful blindness arguments, as
they each involved defendants who turned their ackspecifically identified
and/or readily identifiable infringing conduct. é&ppellants’ Br. at 37-38.
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.  TIFFANY'S TAG-ALONG CLAIMS HAVE NO MERIT

Tiffany also appeals on its theories of direct émradrk infringement,
false advertising, and dilution, each of which Bhstrict Court found legally
defective. SPA29-37. As a threshold matter, theridt Court held correctly that
if eBay is not responsible under Inwofmt monitoring its site for any possible
infringing uses of the Tiffany trademarksfaatiori, it cannot be directly liable for
any such uses. There is, moreover, no legal ariitve District Court’s finding
that eBay is, in the alternative, protected byrtbminative fair use doctrine.

A. Direct Trademark Infringement

Tiffany argues that eBay'’s “direct participationtire advertising and
promotion of TIFFANY merchandise, much of whiclkitew or should have
known was counterfeit, taken together with its prodrticipation, meet the indicia
of direct infringement in violation of Section 32tbhe Lanham Act.” Appellants’
Br. at 44. The District Court held that eBay’s w$¢he Tiffany trademarks was
protected nominative fair use, pursuant to whidefendant “may use a plaintiff's
trademark to identify the plaintiff's goods so loag there is no likelihood of
confusion about the source of defendant’s produttemark-holder’s

sponsorship or affiliation.” SPA32 (citing Merck@o., Inc.v. Mediplan Health

Consulting, InG.425 F. Supp. 2d 402, 413, reconsideration dedi@tl F. Supp.

2d 425 (S.D.N.Y. 2006)); see alEdl Catalogue P’ship. Hill, Holliday,
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Connors, Cosmopulos IndNo. 99-7922, 2000 U.S. App. LEXIS 30761, at *2 (

Cir. Sept. 15, 2000) (“Where a mark incorporatésran that is the only reasonably

available means of describing a characteristicotleer’'s goods, the other’s use of

that term in a descriptive sense is usually pretkbl the fair use doctrine.”).
Applying the three-part test adopted by the Ninitt@t in New Kids

on the Blockv. News Am. Publ'g, In¢.971 F.2d 302 (9th Cir. 1992), the District

Court found nominative fair use as to the use efTitifany trademarks on eBay’s
website and through eBay’s purchase of sponsan&d bn Yahoo! and Google
based on its findings that: Tiffany silver jewelnas not readily identifiable
without use of the Tiffany trademarks; eBay usely as much of the trademarks
as necessary; and Tiffany had failed to proved¢basumers “believed that Tiffany
endorsed the sale of new jewelry through eBayhat ¢consumers believed that
Tiffany was a sponsor or affiliate of eBay.” SPA34e als®&GPA32-37.

Tiffany concedes that the nominative fair use doetwould apply
but for the fact that there was purportedly “a saibsal problem with the sale of
counterfeit TIFFANY silver jewelry of which eBay waware.” Appellants’ Br. at
45. This fact, Tiffany contends, invalidates tloenmnative fair use defense
because it renders use of the Tiffany trademarkseanling as to the counterfeit
items. Id.at 45-46. But Tiffany cites no authority for theposition that

nominative fair use does not apply where the defehdoes not know that
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particular uses of the plaintiff's trademarks arhimgny legitimate uses are
misleading._Se&PA59 (“Tiffany has not proven that eBay had dpeci
knowledge as to the illicit nature of individuadtings.”). Tiffany’s argument is
fundamentally flawed, moreover, because the preofigs claim — that eBay
“knowingly direct[ed] [users] to goods that it cairconfirm as genuine,”
Appellants’ Br. at 46 — is wrong as a matter of.la@Bay is not obliged, under
Inwood to guarantee the authenticity of every item tiste its site, and, as the
District Court found, a substantial number of th#ahy items offered for sale on
eBay are genuine. SPA22, 50. Moreover, when e@B#gined knowledge that a
listing offered a potentially infringing item, eBagmoved that listing from its

website, see, e, gSPA34, thereby discharging its duties under Irivod follows

that eBay’s inability to ensure that the Tiffangdemarks are used only in
connection with genuine merchandise cannot fornbdses of liability for direct
trademark infringement.

B. False Advertising

The District Court rejected Tiffany’s false adventig claim under
section 43(a)(1)(B) of the Lanham Act (based onstlmae conduct as the direct
trademark infringement claim) on the grounds thiaffiffany failed to prove that
eBay “had specific knowledge as to the illicit ratof individual listings”; (ii)

because authentic Tiffany merchandise is offeredBmy, Tiffany failed to prove
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that the challenged practices were literally faés®] (iii) the challenged conduct
was protected nominative fair use. SPA59.

Tiffany argues that the District Court erred beeaeBay allegedly
knew that many of the Tiffany jewelry listings da site were counterfeit, which
“makes the advertising false and misleading ofaits.” Appellants’ Br. at 47.
This claim fails for the same reason that Tiffargfiect trademark infringement
claim fails: the law does not hold eBay accountdtehe authenticity of every
item listed on its site, particularly where eBagpended appropriately upon

receipt of knowledge that an item was potentialfyinging. SPA59; see also

Gentryv. eBay Inc. 99 Cal. App. 4th 816, 836 (Cal. Ct. App. 2003)Idmng that

eBay’s promotional activities do not give rise ibllity because it “would be
based upon the misrepresentations of the individendants”). As the District
Court concluded, “to the extent that the advergsiras false, the falsity was the
responsibility of third party sellers, not eBayGPA59. That conclusion was
correct for all the reasons explained in Pointdat

C. Trademark Dilution

Finally, the District Court rejected Tiffany’s trachark dilution claim
on the grounds that Tiffany failed to establishutidn by either blurring or
tarnishment and that eBay’s uses of Tiffany’s tradeks were protected by the

statutory nominative fair use defense under 15Q1.8.1125(c)(3)(A)(i). The
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court found that while a dilution claim might liganst an eBay seller who listed
counterfeit Tiffany merchandise, no such claim ddid against eBay, which
“never used the TIFFANY marks in an effort to ceeah association with its own
product,” SPA63, and which consistently removetings based on NOCIs from
Tiffany, such that it would “defy logic” to hold e liable for such listings.
SPAGA4.

eBay’s flat assertion that eBay “is responsibleg’ddution caused by
the sale of counterfeit Tiffany goods has no ngixien eBay’s discharge of its
obligations under InwoadIn addition, for the reason explained by thetfs
Court, eBay’s nominative fair use defense is vahd is specifically recognized in

the Lanham Act as a defense to a trademark diladimm. SeeSPA64.
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CONCLUSION

For the foregoing reasons, the judgment of theridts€ourt should

be affirmed in its entirety.

Dated: New York, New York
November 21, 2008

WEIL, GOTSHAL & MANGES LLP

By:_ /s/ R. Bruce Rich
R. Bruce Rich
Randi W. Singer
Jonathan Bloom
Mark J. Fiore
767 Fifth Avenue
New York, New York 10153
(212) 310-8000

Attorneys for Defendant-Appellee
eBay Inc.

61



CERTIFICATE OF COMPLIANCE WITH FED. R. APP. P. 32(a) (7)(B)

Pursuant to Fed. R. App. P. 32(a)(7)(B), | heredyify that the
foregoing brief complies with the 14,000-word vokilrmitation of Fed. R. App.
P. 32(a)(7)(B)(i). | make this representation ldaggon the word count generated
by the word processing software used to prepasebtinef, which reflects that this
brief contains 13,914 words, excluding those padgiexempted by Fed. R. App. P.

32(a)(7)(B)(iii)). The font used for this brief1l3mes New Roman in 14-point

type.

Dated: New York, New York
November 21, 2008

/s/ R. Bruce Rich
R. Bruce Rich

62



STATE OF NEW YORK ) AFFIDAVIT OF SERVICE

) SS.: BY OVERNIGHT EXPRESS
COUNTY OF NEW YORK ) MAIL
L , being duly sworn, depose and say that deponent is not a

party to the action, is over 18 years of age and resides at the address shown above or at

On

deponent served the within: Brief for Defendant-Appellee

upon:
SEE ATTACHED SERVICE LIST

the address(es) designated by said attorney(s) for that purpose by depositing 2 true
copy(ies) of same, enclosed in a postpaid properly addressed wrapper in a Post Office
Official Overnight Express Mail Depository, under the exclusive custody and care of the
United States Postal Service, within the State of New York. Attorneys for Appellant and
Amici Curiae have been served electronically by email.

Sworn to before me on

LUISA M. WALKER
Notary Public State of New York
No. 01WA6050280
Qualified in New York County

Commission Expires Oct 30, 2010
Job # 219369



SERVICE LIST:

JAMES B. SWIRE, ESQ.

ARNOLD & PORTER, LLP
Attorneys for Plaintiff-Appellant
399 Park Avenue

New York, NY 10022

(212) 715-1000

James Swire@aporter.com

BRUCE P. KELLER, ESQ.

DEBEVOISE & PLIMPTON LLP
Attorneys for Amicus Curiae

The International AntiCounterfeiting
Coalition

919 Third Avenue

New York, NY 10022

(212) 909-6000
bpkeller@debevoise.com

ALAIN COBLENCE, EsQ.

COBLENCE & ASSOCIATES
Attorneys for Amicus Curiae
Fashion Designers of America, Inc.
200 Park Avenue South

New York, NY 10003

(212) 593-9191
info@coblence.com

JOHN F. COONEY, ESQ.

VENABLE LLP

Attorneys for Amicus Curiae Coty, Inc.
575 Seventh Street, N.W.

Washington, DC 20004

(202) 344-4000
jfcooney@venable.com



ANTI-VIRUS CERTIFICATION FORM
Pursuant to Second Circuit Local Rule 32(a)(1)(E)

CASE NAME: Tiffany (NJ) Inc. v eBay Inc.

DOCKET NUMBER: 08-3947-cv

I, Luisa M. Walker, certify that I have scanned for viruses the PDF version

of the:
Appellant’s Brief
X Appellee’s Brief
Reply Brief

Amicus Brief

that was submitted 1i1n this <case as an emaill attachment
<civilcases(@ca2.uscourts.gov> and that no viruses were detected.

Please print the name and the version of the anti-virus detector that you used:

Trend Micro AntiVirus version 8.0 was used.

Luisa M. Walker

Date: November 21, 2008

to





