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involve requests for injunctive

relief, both preliminary injunc-
tions at the beginning of litigation
and permanent injunctions after a
party prevails on the merits. Dam-
ages can be hard to prove with cer-
tainty, and stopping the infringing
conduct often is the plaintiff’s
most important business objec-
tive. The standard for awarding
injunctive relief and the proof
required to meet that standard
therefore are very important
issues.

“Irreparable harm is the ‘sine
qua non’ of injunctive relief.”!
Historically, many courts have
presumed the existence of irrepa-
rable harm in intellectual property
cases once the plaintiff has suc-
ceeded on the merits of its claim
or, in the preliminary injunction
context, established the likelihood
of success.? The U.S. Supreme
Court’s 2006 decision in eBay, Inc.
v. MercExchange, LLC,> however, changed the legal landscape
regarding the presumption of irreparable harm in intellectual
property cases. In eBay, the Supreme Court reversed the pre-
vailing rule in patent cases that once a plaintiff prevailed on
the merits of an infringement claim, irreparable harm is pre-
sumed and an injunction ordinarily should issue. The eBay
Court rejected this presumption and held that in a patent
case, a party seeking a permanent injunction must establish
each prong of the traditional four-factor test for injunctive
relief before a court may grant an injunction.

Surprisingly, five years later lower federal courts continue
to grapple with the scope and applicability of the eBay deci-
sion. Does the eBay rationale apply beyond patent cases?
Should it apply to preliminary injunctive relief as well as per-
manent injunctions? What impact does eBay have on injunc-
tive relief in franchise litigation?

This article analyzes how lower federal courts have inter-
preted the eBay decision in the context of other intellectual
property fields and specifically in the context of franchise litiga-
tion. The article first summarizes the Supreme Court’s eBay
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decision. It then reviews how courts
have applied that decision in cases
involving patent, copyright, trade-
mark, false advertising, and trade
secret claims. Finally, the article
addresses practical litigation issues
in the wake of eBay, including its
impact on injunctions in franchise
cases and tips for proving irrepara-
ble harm to obtain injunctive relief
from courts that apply eBay’s new
standard.

Trishanda L.Treadwell

Supreme Court’s eBay Decision

In 2006, the Supreme Court changed long-standing rules
regarding injunctive relief in patent cases. Prior to eBay, once
a plaintiff proved patent infringement, courts would presume
that irreparable harm resulted from the infringement and
almost always granted injunctive relief. In eBay, the Supreme
Court rejected this practice of presuming irreparable harm
and instead applied the traditional analysis for injunctive
relief, including the requirement of proof that irreparable
harm is likely in the absence of an injunction. The rationale
of eBay also opened the door for challenges to presumptions
of irreparable harm in the other intellectual property fields.

The underlying facts are straightforward. MercExchange
filed a patent infringement suit against eBay and Half.com in
the U.S. District Court for the Eastern District of Virginia. A
jury upheld the validity of the patent, found that eBay and
Half.com infringed the patent, and awarded damages. The
district court subsequently denied MercExchange’s motion
for permanent injunctive relief. The Federal Circuit reversed
the district court and applied what it referred to as the “gen-
eral rule” that permanent injunctions will be issued for patent
infringement “absent exceptional circumstances.”* The
Supreme Court granted certiorari to consider this general rule
for injunctive relief in patent cases.

Half.com and eBay argued that the traditional four-part
test for injunctive relief should apply to patent infringement
cases, rather than the existing presumption that eliminated
any burden on plaintiffs to show irreparable harm and thus
made injunctive relief readily accessible.’ The Supreme Court
unanimously agreed. Articulating the traditional test for per-
manent injunctive relief, the Court held that a patent infringe-
ment plaintiff must demonstrate

(1) that it has suffered an irreparable injury; (2) that remedies
available at law . . . are inadequate to compensate for that
injury; (3) that, considering the balance of hardships between
the plaintiff and defendant, a remedy in equity is warranted,
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and (4) that the public interest would not be disserved by a
permanent injunction.®

The Court vacated the Federal Circuit’s ruling and
remanded the case to the district court to decide the injunc-
tion request and apply the four-part test without any pre-
sumption of irreparable harm. Although eBay was a patent
infringement case, the Court noted that the elimination of
any presumption of irreparable harm was consistent with its
treatment of injunctions under the Copyright Act, stating
that “this Court has consistently rejected invitations to replace
traditional equitable considerations with a rule that an injunc-
tion automatically follows. . . .””

Although the judgment in eBay was unanimous, Chief
Justice Roberts and Justice Kennedy wrote significant concur-
ring opinions. Chief Justice Roberts’ concurrence focused on
the historical context of injunctions in patent infringement
cases, and although he agreed that a prima facie showing of
infringement should not automatically entitle a patentee to a
presumption of irreparable harm, he also reasoned that even
without such a presumption, injunctions should issue more
often than not to protect the nature of patentees’ property
rights.® While Chief Justice Roberts looked to the past, Justice
Kennedy looked ahead in his concurrence. He acknowledged
the “rapid technological and legal developments in the patent
system™ and maintained that the newly adopted four-factor

Chief Justice Roberts reasoned
that, even without a presumption
[of irreparable harm], injunctions

should issue more often than not to
protect patentees’ property rights.

test would give courts more flexibility in assessing the neces-
sity of a request for injunctive relief.!® He also warned of a
growing trend where “firms use patents not as a basis for pro-
ducing and selling goods but, instead, primarily for obtaining
licensing fees,” and that such firms might exploit injunctive
relief under the old standard as a bargaining tool for licensing
purposes.!!

Lower Courts’ Application of eBay

Patent Cases

Because eBay was a patent case, it is not surprising that lower
courts have applied its holding most uniformly in the patent
context. Shortly after the Supreme Court’s decision in eBay,
the Federal Circuit applied the traditional four-factor test for
preliminary injunctive relief in a patent infringement case in
lieu of presuming irreparable harm. In Abbott Laboratories v.
Andrx Pharmaceuticals, Inc.,'* the court stated that the party
seeking an injunction “had to establish its right to a prelimi-

nary injunction in light of four factors,” citing the criteria set
forth in eBay."® The court vacated the district court’s grant of
an injunction based on the lack of evidence of irreparable harm
to the plaintiff.'* The Federal Circuit has continued to apply the
four-factor test for injunctive relief from eBay, placing the bur-
den on the patentee to show the likelihood of irreparable harm
in the absence of an injunction.'®

The Federal Circuit recently removed any remaining doubt
in Robert Bosch LLC v. Pylon Manufacturing Corp.'* The
court discussed its previous practice of applying the presump-
tion, stating that “this court followed the general rule that a
permanent injunction will issue once infringement and valid-
ity have been adjudged, absent a sound reason to deny such
relief.”!” The court went on to announce: “We take this oppor-
tunity to put the question to rest and confirm that eBay jetti-
soned the presumption of irreparable harm as it applies to
determining the appropriateness of injunctive relief.”!®

Despite this pronouncement, the Federal Circuit reversed
the district court’s denial of the injunction and cautioned
against taking eBay too far and being too quick to deny an
injunction to the patentee.!”” The court opined that despite the
death of the presumption of irreparable harm, “it does not
follow that courts should entirely ignore the fundamental
nature of patents as property rights granting the owner the
right to exclude.”? Just because eBay requires the patentee to
show irreparable harm, the court reasoned, the pendulum
should not necessarily swing in the opposite direction.?
Accordingly, the court found that the district court “made a
clear error in judgment in its analysis of the irreparable harm
factor” by relying exclusively on certain factors to determine
a lack of such harm when there was “overwhelming evidence
to the contrary.”? The Federal Circuit in Bosch thus empha-
sized two significant points: it unequivocally confirmed eBay’s
rejection of any presumption of irreparable harm in patent
infringement cases, while also highlighting the significance of
a patentee’s right to exclude as an important factor in the
irreparable harm and injunctive relief analysis.

District courts have generally followed eBay closely in pat-
ent infringement cases.”®> Those cases, however, appear to
demonstrate a trend of district courts looking to the concur-
ring opinions, specifically Justice Kennedy’s, for guidance in
applying the irreparable harm factor.* Studies have shown
that district courts are far more likely to grant injunctive relief
to patentees actively engaged in competition with the infring-
er, rather than those that do not actively use their patents.?
Many district court opinions quote eBay’s concurring opin-
ions as much as, if not more than, the majority opinion, sug-
gesting that district courts seek more flexibility and discretion
in applying the four-factor eBay test to protect active paten-
tees as opposed to those solely seeking licensing income.?

Copyright Cases
Among the other fields of intellectual property law, courts
have applied eBay most consistently to copyright cases. Three
appellate court decisions in particular helped to extend the
eBay decision from the patent to the copyright context.

In Salinger v. Colting, the plaintiff sought a preliminary
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injunction to stop the publication of a book alleged to be an
unauthorized derivative work of The Catcher in the Rye.*” The
district court granted the plaintiff’s motion for a preliminary
injunction, based in part on its presumption of irreparable
harm after the plaintiff had established a prima facie case of
copyright infringement, following pre-eBay Second Circuit
precedent.?® In a footnote, the district court acknowledged the
defendant’s argument that eBay “undermines the validity of
this presumption” but stated that because eBay was a patent
case, it did not control the outcome in this case.”

On appeal, the Second Circuit departed from its prior rul-
ings and held that e Bay directly abrogated the presumption of
irreparable harm in copyright infringement cases.* The court
held that “eBay applies with equal force (a) to preliminary
injunctions (b) that are issued for copyright infringement,”
noting that nothing in the language of the eBay decision lim-
ited its holding strictly to either patent cases or permanent
injunctions.® The court explained that the Supreme Court
relied on copyright cases in reaching its decision in eBay, so
there is no basis for differentiating patent and copyright cases
applying that decision.’? The Salinger court stated that after
eBay, “courts must not simply presume irreparable harm . . .
rather, plaintiffs must show that, on the facts of their case, the
failure to issue an injunction would actually cause irreparable
harm.”* Significantly, the court expressed its view in a foot-
note that although the holding in the instant case was nar-
rower, “we see no reason that eBay would not apply with
equal force to an injunction in any type of case.”*

The Ninth Circuit subsequently addressed the application
of eBay in the copyright context in Flexible Lifeline Systems,
Inc. v. Precision Lift, Inc.> Here, the district court granted a
preliminary injunction in response to the defendant’s alleged
copyright infringement of technical aircraft maintenance
stand drawings.* In granting the injunction, the district court
relied on Ninth Circuit precedent applying the presumption
of irreparable harm upon a showing of a likelihood of success
on the merits in copyright infringement cases.’” The defen-
dant appealed, arguing that the decision in eBay made the
district court’s presumption of irreparable harm improper.®

As in Salinger, the Ninth Circuit agreed that eBay should
apply in the copyright context as well as in patent cases. The
Flexible Lifeline court held that eBay made its prior precedent
“no longer good law”* and that eBay should not be narrowly
read to apply solely to patent cases or permanent injunc-
tions.*’ Holding that a copyright plaintiff “must demonstrate
a likelihood of irreparable harm as a prerequisite for injunc-
tive relief, whether preliminary or permanent,”*' the court
vacated the injunction and remanded the case to the district
court for reconsideration in compliance with eBay.

Most recently the Fourth Circuit addressed this issue in
Bethesda Softworks, LLC v. Interplay Entertainment Corp.*
The copyright holder in this case did not argue that eBay was
inapplicable in the copyright context but instead focused its
argument on the distinction between a permanent injunction
and a preliminary injunction. According to the copyright
holder, eBay applied only to permanent injunctions, and the
presumption of irreparable harm should still apply in the con-

text of a preliminary injunction where the plaintiff establishes
a likelihood of success on the merits.** The court disagreed,
explaining that the equitable principles underlying e Bay apply
equally to permanent and preliminary injunctions, and the
presumption of irreparable harm does not apply in either
context.* The court affirmed the denial of injunctive relief
and upheld the district court’s ruling requiring the copyright
holder to show copyright infringement “that can be stopped
or needs to be stopped before it causes irreparable harm.”*
District courts have generally followed the lead of Salinger,
Flexible Lifeline, and Bethesda Softworks and refused to apply
a presumption of irreparable harm in copyright cases based on

Acknowledging ‘“rapid technological
and legal developments in the patent
system,”’ Justice Kennedy maintained
that the [eBay] test would give the
courts more flexibility.

eBay.* Some district courts continue to struggle with how to
reconcile their prior copyright law precedent with the holding
in eBay.*” A minority of district courts appear to cling to the
presumption in copyright cases.®® In White v. Marshall, the
court quoted language directly from eBay for the elements
required to issue a permanent injunction, yet in the very next
sentence stated that the presumption of irreparable harm exists
where a copyright holder establishes infringement.* Overall,
cases like this appear to be the exceptions to the developing rule
applying eBay to injunctions in copyright cases.

Trademark Cases

Outside the patent context, trademark infringement cases
have generated the majority of decisions regarding the appli-
cation of eBay in intellectual property cases. Interestingly,
these trademark decisions have not been conclusive. Federal
circuit courts generally have shied away from making defini-
tive holdings regarding the applicability of eBay and whether
a presumption of irreparable harm is appropriate in a trade-
mark infringement case, or the extent to which success on the
merits constitutes evidence of irreparable harm.

Before eBay, courts generally presumed irreparable harm in
trademark cases where the plaintiff established infringement
after trial or a substantial likelihood of success on the merits at
the preliminary injunction stage. A trademark infringement
plaintiff must prove that the defendant’s unauthorized use of
the plaintiff’s mark is likely to cause consumer confusion.® The
purpose of a trademark is to identify a product’s source or
sponsorship, thereby providing consumers with some assur-
ance of its quality.”! If a trademark holder loses control of its
trademark, it no longer controls its own reputation, its good-
will, or the quality of the product or service associated with
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that trademark. As a result, the trademark no longer provides
reliable information to the consuming public about the product
or the company.®> Courts have long recognized that harm to
reputation and goodwill is difficult to quantify and can cause
immeasurable harm to the trademark owner.”* Thus, by the
time of the eBay decision, courts generally accepted that irrep-
arable harm automatically followed, or could be presumed,
from a finding of likely consumer confusion.>*

In one of the first appellate decisions in a trademark case
after eBay, the Sixth Circuit in Audi AG v. D’ Amato* applied
the eBay four-factor test to affirm the district court’s grant of
a permanent injunction. With very little analysis, the court
concluded that Audi would be irreparably harmed if the
defendant continued to deceive customers and sell counterfeit
merchandise using the Audi marks.® The court did not
address whether irreparable harm could be presumed in light

By the time of the eBay decision, courts
generally accepted that irreparable
harm automatically followed, or could
be presumed, from a finding of
likely consumer confusion.

of eBay, but the holding suggested that Audi had presented
sufficient evidence of irreparable harm and did not need to
rely on a presumption.”’

In Dominic’s Restaurant of Dayton, Inc. v. Mantia, the dis-
trict court followed the Sixth Circuit’s lead and acknowledged
the argument that eBay may have displaced the long-standing
rule that a court needs only to find infringement for injunctive
relief to follow.® The court held that the plaintiff had shown a
likelihood of confusion and a likelihood of harm to its reputa-
tion that could not be satisfied by a monetary award.” The
court then held that eBay did not apply because it had analyzed
irreparable harm and not merely concluded that the harm
“automatically flow[ed] from a finding of infringement and
validity.”® As in D’Amato, however, the Dominic opinion con-
tains only general statements and no references to actual evi-
dence of irreparable harm, customer confusion, or reputation
damage.

The Eleventh Circuit confronted the application of eBay
to a trademark case in North American Medical Corp. v.
Axiom Worldwide, Inc.%' In considering the plaintiff’s motion
for preliminary injunction, the district court found a likeli-
hood of success on the merits of the trademark infringement
claim and held that the “nature” of trademark infringement
gave rise to a presumption of irreparable harm.®? The district
court did not discuss eBay but instead relied on previous cir-
cuit precedent applying a presumption of irreparable harm

once a plaintiff established a likelihood of success on the mer-
its.®* The Eleventh Circuit affirmed the district court’s finding
of a likelihood of success on the merits, but it remanded the
case for reconsideration of the irreparable harm issue in light
of eBay.* The Eleventh Circuit held that eBay did apply to
trademark infringement claims and to preliminary injunc-
tions, but it declined to address on the limited record before it
whether a finding of a likelihood of success on the merits
resulted in a presumption of irreparable harm.® The appel-
late court expressly withheld ruling on whether a presumption
of irreparable injury is the natural consequence of a trade-
mark infringement claim or “whether such a presumption is
the equivalent of the categorical rules rejected by eBay.”%

District courts in the Eleventh Circuit have not reached a
consensus on this issue. The Southern District of Florida held
in Burger King Corp. v. Cabrera that the presumption of irrep-
arable harm based on a finding of likelihood of success on the
merits of a trademark infringement claim was “questionable”
after eBay.” Although the court addressed eBay and the pre-
sumption of irreparable injury, it did not rule directly on that
issue because Burger King had not established a substantial
likelihood that it would succeed on the merits against the
defendant franchisee. The court simply acknowledged that
the issue was “a difficult question indeed.”®

More recently, in Sylvan Learning, Inc. v. Learning Solu-
tions, Inc.,” the Southern District of Alabama summarized
the different approaches taken by courts in the Eleventh Cir-
cuit and held that the presumption of irreparable injury
should apply in this instance based on its finding of a likeli-
hood of success on the merits.”” Out of an abundance of cau-
tion, however, and in light of eBay, the court also reviewed
the evidence to make an independent determination of irrep-
arable injury. The court viewed as relevant, though not dis-
positive, the language of the parties’ franchise agreement,
which stated that trademark infringement by the franchisee
would entitle Sylvan to injunctive relief because its remedy at
law would be inadequate.” Most significantly, the court found
that Sylvan lacked control over the defendant’s operation
because it was no longer part of the franchise system and that
Sylvan’s loss of control of its own reputation and quality of
services sufficiently established irreparable harm.™

The First Circuit recently confronted the presumption of
irreparable harm in trademark infringement cases in Voice of
the Arab World, Inc. v. MDTV Medical News Now, Inc.”® The
court agreed that the traditional principles of equity cited in
eBay apply to requests to preliminarily enjoin trademark
infringement.” The question remained, however, whether
presuming irreparable harm after a finding of likelihood of
success on the merits is consistent with such principles. The
First Circuit refused to reach that issue, finding instead that
the question was moot considering the plaintiff’s excessive
delay in seeking an injunction warranted a denial of the
requested relief.”

Although the Second Circuit has not yet applied eBay to a
trademark infringement action, its unambiguous holding in
Salinger™ rejecting any presumption of irreparable harm in
the copyright context sent a clear message that district courts
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have since followed. Based on the Salinger court’s broad lan-
guage regarding eBay’s applicability to injunction claims
beyond the patent or copyright context, district courts in the
Second Circuit since Salinger have routinely applied eBay to
trademark cases.”

The Ninth Circuit has applied eBay in trademark cases but
with surprising inconsistency. In an early decision, the court
in Reno Air Racing Association v. McCord ruled that eBay’s
holding was not limited to patent cases.” On the other hand,
a few years later in Marlyn Nutraceuticals, Inc. v. Muchos
Pharma GmbH & Co., the Ninth Circuit without even men-
tioning eBay upheld the lower court’s decision applying a pre-
sumption of irreparable injury from a showing of likelihood
of success on the merits.” These decisions left district courts
in the Ninth Circuit in conflict with respect to continuing the
presumption of irreparable harm in trademark cases.

More recently, in Flexible Lifeline Systems, Inc. v. Precision
Lift, Inc., a copyright case, the Ninth Circuit held that “a
plaintiff must satisfy the four-factor test in order to obtain
equitable injunctive relief”—whether preliminary or perma-
nent, and arguably whether patent, copyright, or trademark.®!
The court distinguished its prior decision in Marlyn by stating
that it lacked substantive analysis and therefore was not bind-
ing and did not require the continued use of the presumption
of irreparable harm.®* Although the court flirted with elimi-
nating the presumption of irreparable harm for all matters
requesting injunctive relief, its final holding was expressly lim-
ited to copyright cases and did not extend to trademark
infringement.®* Current Ninth Circuit thus appears unsettled
regarding trademark cases.

Other circuit courts have simply refused to address wheth-
er eBay changed the analysis for deciding the issue of irrepa-
rable harm in trademark cases. In Paulsson Geographical
Services v. Sigmar, the Fifth Circuit noted that, unlike most
other circuits, it had not previously employed a presumption
of irreparable harm upon a finding of likelihood of success
on the merits.3* Avoiding the “difficult question” of whether
the irreparable harm presumption survived eBay, the appel-
late court affirmed the district court’s finding of a substantial
threat of irreparable harm based on evidence of actual confu-
sion by end-users of the product, which threatened unquanti-
fiable damage to the plaintiff’s goodwill.®

The Fourth Circuit appears to be the only federal circuit
where the presumption of irreparable harm upon a finding of
likelihood of success on the merits is alive and well. In Rebe/
Debutante v. Forsythe Cosmetic Group, Ltd. % the Middle Dis-
trict of North Carolina distinguished eBay as governing only
permanent injunctive relief in the patent or copyright context.
That court found no reason to “discard the commonly applied
presumption of irreparable harm in preliminary injunction
proceedings involving a trademark infringement claim.”®’
Despite recognizing the presumption, the court went on to
state that the defendant’s unauthorized use of the mark might
impair the plaintiff’s opportunity to develop goodwill and
reputation if the public is confused.® Based on this record,
the court held that the plaintiff demonstrated a likelihood of
irreparable harm absent the preliminary injunction.

False Advertising Cases
Like trademark cases, false advertising cases usually arise
under the Lanham Act. Before eBay, many courts applied a
presumption of irreparable harm in certain circumstances
based on proof of the falsity of the challenged advertising.
Certain courts applied a presumption of irreparable harm in
all false advertising cases where the plaintiff has established
that the challenged ad has a tendency to deceive.®® Other
courts, however, limited the presumption only to cases involv-
ing false comparative advertising involving competitors.”
There is no federal circuit court authority deciding whether
the holding in eBay should apply in false advertising cases. In
North American Medical Corp. v. Axiom Worldwide, Inc.,’* the
Eleventh Circuit noted its pre-eBay precedent that irreparable
harm is presumed when a statement is shown to be literally
false and is made in the context of comparative advertising
between the plaintiff’s and the defendant’s products. The
Axiom court determined, however, that it did not need to reach
the issue of whether that presumption should still apply after
eBay because the challenged advertisements in that case did not
mention the plaintiff’s products by name or compare the defen-
dant’s product to those of the plaintiff.”> The Axiom court
vacated the preliminary injunction because the district court
improperly applied a presumption of irreparable harm under
the pre-eBay standard, and it remanded the case for a determi-
nation of whether the plaintiff could show that it would suffer
irreparable harm in the absence of a preliminary injunction.
District court cases have gone both ways on this issue. In
AFL Telecommunications LLC v. SurplusEZ.com, Inc.,”> AFL
sought reconsideration of an order denying its motion for a

Other circuit courts have simply
refused to address whether eBay
changed the analysis for deciding
the issue of irreparable harm in false
advertising cases.

preliminary injunction based on claims of false advertising,
unfair competition, and copyright infringement. The district
court had denied the preliminary injunction based on the
Ninth Circuit’s opinion in Flexible Lifeline Systems, Inc. v.
Precision Lift, Inc** AFL argued that because Flexible Life-
line was a copyright case, it did not overrule prior Ninth Cir-
cuit decisions both before and after eBay applying the
presumption of irreparable harm in a trademark action. The
district court rejected AFL’s argument, concluding that the
analysis in Flexible Lifeline as well as the Supreme Court cases
on which that case relied “suggest[s] a lack of favor with any
presumption of irreparable harm when issuing preliminary or
permanent injunctions.”*
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Other district courts, however, have continued to apply the
presumption of irreparable harm in false advertising cases
despite arguments to apply the eBay rationale. In Irwin Indus-
trial Tool Co. v. Worthington Cylinders Wisconsin, LLC,® a
supplier brought claims for breach of contract, trade dress
infringement, and false advertising against the defendant for
breach of the parties’ supply agreement. A jury found in favor
of the plaintiff-supplier, which then moved for entry of a per-
manent injunction on its false advertising claims. But after
recognizing the standard for injunctive relief as set forth in
eBay, the court applied a presumption of irreparable harm
based on the jury’s finding of false advertising and trade dress
infringement. The court noted and rejected the defendant’s
argument that eBay eliminated any presumption of irrepara-
ble harm based upon a showing of false advertising or trade
dress infringement, stating simply that “[clontrary to
Worthington’s contention, however, eBay does not discuss,
much less eliminate, the presumption of irreparable harm in
this context.”’ The Irwin court gave no analysis supporting
its refusal to apply eBay, and in explaining the underpinnings
for the presumption of irreparable harm in false advertising
cases it relied exclusively on pre-eBay decisions.”

Even if a court follows eBay and refuses to apply a pre-
sumption of irreparable harm, the nature of harm to the
plaintiff in a false advertising case often is such that the threat
of irreparable harm can readily be shown. For example, in CJ
Products, LLC v. Snugley Plushez LLC, the court granted a

e-Bay also [reminded] the lower courts
that injunctive relief is an extra-
ordinary remedy and should be granted
only when monetary damages cannot
make the plaintiff whole.

preliminary injunction based on, among other claims, false
advertising in violation of the Lanham Act.” The parties in
that case were competitors in the plush toy market, and the
court concluded that “the sales of one party’s product would
certainly impact the sale of another party’s product.”'® Rely-
ing on another post-eBay trademark infringement case, the
court in CJ Products held that prospective loss of goodwill
alone is sufficient to support a finding of irreparable harm.!”!
To support its finding of irreparable harm, the court also
explained that (1) the defendant’s false advertising was an
attempt to usurp the brand recognition built by the plaintiff
over many years; (2) marketing counterfeit goods under the
false advertisements would impair the plaintiff’s reputation
and lead to a high likelihood of consumer confusion; and
(3) proving loss of sales would be “notoriously difficult.”!??
Interestingly, the court’s discussion here seems less about

actual “evidence” than it does about theoretical harms that
might arise based on the nature of the right being infringed.
Although the court did not formally apply a “presumption,”
it nonetheless seemed to find irreparable harm based on
assumptions about the nature of the injury in the abstract
rather than based on specific facts presented in that case.

Trade Secret Cases

Fewer reported cases discuss the application of eBay to
injunctive relief based on alleged trade secret misappropria-
tion. As with other intellectual property cases, however, most
cases considering the issue in the trade secret context follow
eBay and reject any presumption of irreparable harm.

Most of the cases discussing the application of eBay in the
trade secret context come from district courts in the Second
Circuit, which interpret the Second Circuit’s decision in Salin-
ger'® as mandating a broad application of the eBay rationale
to all injunctive relief cases. In Liberty Power Corp. v. Katz,
the district court denied a motion for preliminary injunction
seeking to enjoin the defendants from using Liberty Power’s
proprietary business information to solicit its customers.'*
The district court found that Liberty Power was likely to suc-
ceed on the merits of its claim that the defendants misappro-
priated its trade secrets, but the court denied the preliminary
injunction motion because Liberty Power did not show an
actual or imminent risk of irreparable harm. After analyzing
eBay and Salinger, the court held that no presumption of
irreparable harm applies even in cases where a plaintiff has
established that the defendant has likely misappropriated its
trade secrets, and “a trade secret plaintiff must establish on a
case-by-case basis that there is an actual or imminent risk that
it will suffer irreparable harm in the absence of a preliminary
injunction.”'® The court then concluded that Liberty Power
failed to explain why it would suffer irreparable harm without
an injunction because the harm that might result from the
defendants’ use of trade secrets to solicit customers to com-
peting electricity suppliers would be measurable and compen-
sable through an award of damages after trial.

Another district court reached a similar result in Zeebaas,
LLC v. Koelewyn.'" The court noted that Zeebaas did not
allege that the defendants were continuing to use the trade
secrets, would disseminate the trade secrets to a wider audi-
ence, or would otherwise impair the value of those secrets.
Instead, the alleged misappropriator had the same incentive
to maintain the confidentiality of the alleged secrets in order
to profit from the proprietary knowledge.!”” Under these cir-
cumstances, an award of money damages would provide com-
plete relief and an injunction was not proper.

Even where a court does not hold that eBay forecloses the
possibility of presuming irreparable harm, courts still exam-
ine closely whether irreparable harm is likely to occur based
on the evidence presented. In TMX Funding, Inc. v. Impero
Technologies, Inc., a California district court held that the pre-
sumption of irreparable harm remained available despite
eBay, but the court nonetheless modified a trade secret pre-
liminary injunction based on the plaintiff’s lack of evidence
of irreparable harm. The court held that a defendant’s past
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access to trade secret information combined with evidence of
intent to enter the market with a competing business was not
sufficient to establish a likelihood of irreparable harm.!%
Thus, even where a court is open to applying a presumption
of irreparable harm, a plaintiff should be prepared to present
evidence supporting the presumption in that particular case.

Practical Litigation Issues

Injunction Requests: Has eBay Made a Difference?
Although the eBay decision changed the rules for awarding
injunctive relief in patent cases and, at least in most courts, for
other intellectual property cases, it is fair to ask whether elimi-
nating a formal presumption of irreparable harm has really
made a difference in how courts award injunctive relief. The
answer is both yes and no.

eBay certainly has made a significant difference in the
sense that courts are now more attuned to the irreparable
harm element of the injunctive relief standard. Before eBay,
the presumption of irreparable harm upon a showing of suc-
cess or likelihood of success on the merits allowed courts to
short-circuit or to bypass entirely consideration of irreparable
injury. A plaintiff’s evidence often focused much more on
proving its case on the merits rather than on the nature of the
harm it might suffer. After e Bay, however, courts have focused
more intently on the nature of the harm at issue and analyzed
the basis for finding that harm is irreparable, or not quantifi-
able in damages, before awarding injunctive relief. This new
focus means litigants must do more than merely rely on well-
worn catch phrases like “loss of goodwill” or “customer con-
fusion.” They must present actual evidence supporting how
those types of irreparable harms are likely to occur in the con-
text of a particular case.

eBay also has made a difference by serving to remind lower
courts that injunctive relief is truly an extraordinary remedy
that should be granted only when money damages cannot
make the plaintiff whole. This renewed focus is particularly
important at the preliminary injunction stage, where many
intellectual property cases are won or lost as a practical matter.
An improvidently granted injunction can put a defendant in
such a vulnerable position that it might feel compelled to settle
a case, often on onerous terms, without having the opportunity
to seek discovery or defend fully on the merits. Requiring evi-
dence of irreparable harm before granting an injunction thus
helps keep the playing field more properly balanced.

On the other hand, in many cases the nature of the rights
protected is such that damages are inherently difficult to
quantify, so irreparable harm is readily found even without
applying a presumption. This is particularly so in trademark
cases, where the injury involves consumer confusion and the
threat of lost reputation and goodwill. For this reason, Pro-
fessor McCarthy makes a point in his leading treatise to state
that he “do[es] not believe that the presumption of irreparable
injury traditionally followed in trademark preliminary injunc-
tion cases is in any way inconsistent with the letter or spirit of
the Supreme Court’s eBay decision.”'” Other commentators
have expressed a similar view as to the nature of the harm
usually presented in copyright cases.!!? At least in these kinds

of cases, most courts appear to accept the likelihood of irrep-
arable injury based on the nature of the infringement and, as
a practical matter, put the burden on defendants to show why
the harm is not “irreparable” in the particular case.

Impact of eBay in Franchise Cases

Most post-eBay cases addressing irreparable harm in the
franchise context involve claims of trademark infringement
by franchisors against terminated franchisees. Although
courts generally have been skeptical whether a presumption
of irreparable harm survives after eBay, the rationale in cases
involving a terminated franchisee or licensee seems difficult to
dispute.

First, the unauthorized use of the franchisor’s trademarks
by a former franchisee is certain to cause confusion.!!! There
is an obvious risk that consumers will believe a former fran-
chisee or licensee is still an authorized representative.''? For
example, the District of Hawaii held that the public has an
interest in not confusing products from different companies,
and the likelihood of confusion is “almost guaranteed” when
the franchisee is continuing to sell products under the guise of
the franchise.!® Similarly, in Breland v. McDonald’s Corpora-
tion,"* the district court enjoined the unauthorized use of
McDonald’s trademarks by a holdover franchise based on the
likelihood of consumer confusion because the public had no
way of knowing that McDonald’s no longer authorized or
controlled the operation of that restaurant.'’ Thus, the
Supreme Court’s directive in eBay to return to traditional,
equitable principles and demand evidence of each element
generally should not impact the irreparable harm analysis tra-
ditionally applied in a franchise trademark infringement case.

Second, unlike cases involving similar, competing marks, a
franchisor and franchisee usually have a written agreement
stating that the unauthorized use of the franchisor’s marks
will create irreparable harm entitling the franchisor to injunc-
tive relief. Although such provisions are not binding, the court
in Sylvan Learning, Inc. v. Learning Solutions, Inc. highlighted
the persuasive impact of such franchise agreement language
when determining irreparable injury.''® Other courts have
relied on such agreement language as persuasive evidence
supporting a finding of irreparable harm.!"’

A franchisor should not, however, rely solely on the lan-
guage of its agreement. In Tutor Time Learning Centers, LLC
v. Larzak, Inc., the court denied the franchisor’s requested
permanent injunctive relief against its holdover franchisee.!®
Tutor Time failed to address any of the four eBay factors sup-
porting injunctive relief in its summary judgment motion and
instead relied only on the language of the franchise agreement
stating that Tutor Time would be entitled to injunctive relief
in the event of a breach of contract.!” The court denied the
request for an injunction because injunctive relief “is not con-
tingent upon the text of the agreement,” and Tutor Time
failed to present any evidence or argument to demonstrate
entitlement to an injunction.'?

Third, because a company’s trademarks are imbued with
the goodwill and reputation of the company and its products
or services, any loss of control of the mark is likely to cause
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unquantifiable, and therefore irreparable, harm. “One of the
most valuable and important protections afforded by the
Lanham Act is the right to control the quality of the goods
manufactured and sold under the holder’s trademark.”'?' As
a result, where a former franchisee continues to use a mark
after termination, the franchisor has a compelling case for
immediate injunctive relief to regain its control of its mark
and to avoid the danger that consumers will be confused and
believe the former franchisor remains an authorized represen-
tative.!”> eBay has not altered this analysis of irreparable
harm, as recent cases reflect.

In Just Tacos Inc. v. Zezulak,'?® the franchisor terminat-
ed a restaurant franchise agreement after the franchisee
deviated from the system’s operating practices for a “fam-
ily friendly” environment by permitting female bartenders
and servers to wear low-cut shirts and drink with the cus-
tomers. The court found that the franchisor suffered irrep-
arable harm to its entire franchise system because it could
no longer control how its trademarks were being displayed
and the quality and atmosphere those trademarks were
intended to connote.!?*

Likewise, in ABM Donuts, Inc.,'” the court refused to
decide whether a presumption of irreparable harm still exists
but held that damage to goodwill and reputation, based on

If a plaintiff has a choice as to where
to bring a lawsuit, look for a
jurisdiction that continues to apply
... the presumption of irreparable
harm in that kind of case.

the loss of control from the use of the marks by holdover
franchisees, is sufficient to establish a substantial threat of
irreparable harm.!?® The District of Minnesota reached a sim-
ilar result in Buffalo Wild Wings International, Inc. v. Grand
Canyon Equity Partners, LLC.'* The court held that, regard-
less of whether a presumption of irreparable harm applies in
the Fighth Circuit, Buffalo Wild Wings demonstrated that it
had a known mark that represented and embodied its good-
will and favorable reputation.!?® A former franchisee’s contin-
ued use of a franchisor’s marks after termination of the
franchise agreement “poses a substantial risk to the franchi-
sor’s brand reputation and goodwill”'? sufficient to establish
the element of irreparable harm.

These cases support the proposition that the presump-
tion of irreparable harm in trademark cases against former
franchisees is consistent with the eBay ruling because the
same evidence that establishes the likelihood of prevailing
on the merits—particularly a likelihood of consumer con-
fusion—Ilikewise demonstrates irreparable harm. Thus,

whether called a formal “presumption” or not, a franchisor
that proves a likelihood of success on the merits also
should be able to establish the threat of irreparable harm in
a trademark case.!*

Practical Tips for Litigants

Perhaps most important, know your jurisdiction. If a plain-
tiff has a choice as to where to bring a lawsuit, look for a
jurisdiction that continues to apply (or at least has not fore-
closed) the presumption of irreparable harm in that kind of
case. A potential defendant sometimes can exercise forum
selection as well by initiating a declaratory judgment action in
a forum that has applied eBay and demands proof of irrepa-
rable harm.

Regardless of the post-eBay case law in a particular juris-
diction, a plaintiff should develop and be prepared to present
evidence of why the harm it faces is “irreparable” and cannot
be remedied by a damage award. In a trademark case, for
example, evidence of actual consumer confusion will go a
long way toward proving irreparable harm.!*! Evidence of
inferior goods offered under the infringing mark, or health
and safety issues arising from services offered under the
infringing mark, will constitute strong evidence of threatened
damage to reputation, which usually will establish irreparable
harm.!®? Evidence that the parties are competitors in a com-
petitive market also can be important to prove the threat of
lost market share and customer relationships.!* In the context
of a terminated franchisee or licensee, the loss of control over
the products or services offered under the mark is compelling
evidence of irreparable harm.'*

Defendants should not forget about other defenses and
arguments to establish the absence of irreparable harm, pre-
sumption or no presumption. A plaintiff’s delay in bringing
an action can rebut a claim of irreparable harm.' A defen-
dant also should focus on ways to quantify or calculate the
value of any alleged lost business or competitive harm to
refute that such harm is irreparable. Where the customers are
identifiable, a defendant might argue that any lost business
can be measured and can adequately be compensated with the
damage award.

Franchisors should develop and present evidence of poten-
tial harm to the franchise system as a whole from the infringe-
ment or improper conduct by the defendant franchisee or
former franchise. Customer confusion, loss of goodwill, or
harm to reputation often can harm other franchisees in the
system, and such a broader impact is more difficult to quan-
tify. Franchisors also should look for evidence that infringe-
ment by the defendant might encourage other franchisees to
engage in similar misconduct or to decide not to comply with
their franchise requirements. In making these arguments,
however, a franchisor should be sure to back them up with
credible testimony or other evidence rather than making con-
clusory allegations that such harm might occur.!*® In addition
to evidence arising out of the particular defendant’s actions,
franchisors should look for demonstrable evidence of harm
from past, similar incidents to support its assertion of irrepa-
rable harm in the current case.
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Conclusion

It is surprising that more than five years after the Supreme
Court’s eBay decision, lower courts still have not developed a
uniform application of its holding to other types of intellec-
tual property cases. The trend appears to be toward abandon-
ing a strict presumption of irreparable harm based on proof
of likelihood of success on the merits, and courts generally
require evidence of threatened harm rather than relying on
conclusory allegations. On the other hand, the nature of intel-
lectual property rights—particularly trademark rights—
means that damages are often inherently difficult to quantify,
so the same evidence showing success on the merits will often
support a finding of irreparable harm. Although a formal
presumption of irreparable harm might no longer be appro-
priate, eBay should not fundamentally alter the outcome in
most intellectual property injunction cases, and franchise
trademark cases in particular.
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