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Program Overview
 Public policy reasons for/against noncompete agreements in
franchise agreements
 Overview of in-term & post-term noncompete agreements
 Tips for drafting enforceable noncompete agreements
 Interplay between noncompete and non-solicitation
agreements, confidentiality agreements and trade secrets
 Recent noncompete cases involving franchise arrangements
 Special enforcement issues: franchisee bankruptcy, enforcing
noncompete agreements against non-signatories
 Litigation strategies for enforcing noncompete agreements and
for defending against their enforcement
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What Are Noncompete Agreements
& Why Do Franchisors Want them?
 Noncompete agreements (aka “restrictive covenants” or
“covenants not to compete”)
– In-term vs. Post-term

 Why do franchisors include them in a franchise agreement
(“franchisor protectable interests”)?
– To protect franchisor “goodwill” in the location/market area
– To protect franchisor “confidential information” and “trade secrets”
– To keep franchisor training programs and operating methods special
– To ensure loyalty to the network; deter break-aways
– To protect current franchisees from competition from former franchisee
7
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State Public Policies re: Noncompetes
 Enforcement is always a matter of state law!

 Long standing use of covenants not to compete in contracts:
– Employment agreements
– Agreements for the sale of a business

 Franchising method of business is comparatively new; some
states have not yet addressed the enforceability of
noncompetes in franchise agreements.
 Best resource covering topic by state: Covenants Against
Competition in Franchise Agreements, Third Edition (2012),
ABA Forum on Franchising
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State Public Policies: From Tolerance to Void Per Se
 Sources of state public policies: state franchise laws; laws of
general application (not specific to franchising); decisional law
 Opposite ends of the public policy spectrum: California
(hostile) vs. Georgia (since 2009, presumptively valid if narrow)
 Other relevant state public policies: blue pencil rule
 Also influencing outcomes: facts and competing equities;
willingness to recognize franchisee “protectable interests”
 Between uneven state public policies and sympathetic courts,
noncompete agreements – even if unambiguous and fully
disclosed – may not be enforced as written.
9
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Different Policies: In-Term vs. Post-Term
 In-term covenants
– Generally less scrutinized as they do not inhibit a franchisee’s ability to
make a living (franchisee makes living from franchise business)
– Preserve the integrity of the franchise system against break-aways
– Command loyalty; may supplement a “best efforts” or “full time and
attention” duty.

 Post-term covenants
– Scrutinized against competing “protectable interests” of franchisees to
make a living in a chosen field
– Protect franchisor “goodwill” and consumer brand recognition built up in a
particular location/market

 Different policy reasons lead to different drafting approaches
10
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10 Tips for Drafting Enforceable Covenants
1. Be precise and draft clearly

2. Spell out the franchisor’s protectable interests and have
franchisee expressly acknowledge that these protectable
interests are legitimate
3. Be modest: chose a narrowly crafted clause over a broadly
worded clause especially in defining “Competitive Business”
4. Draft with your facts in mind: franchisors have the burden of
proving the reasonableness of restrictions re: geographic scope,
duration and competitive activities.
5. Draft with the strictest applicable state law in mind
11
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10 Tips for Drafting Enforceable Covenants
6. Depending on the FA’s governing law, consider adding a separate
“roaming choice of law” applicable just to noncompete covenants
that defaults to franchisee’s home state law. (Important in California)
7. Have franchisee expressly acknowledge that its breach will cause
irreparable injury to franchisor. Waive bond.
8. Have franchisee expressly acknowledge that enforcement of
noncompete survives expiration or termination of FA.
9. Have franchisee expressly acknowledge that franchisor’s alleged
breach of FA does not invalidate noncompete covenants.
10. Extend noncompete agreements to persons acting “in concert with”
“Covered Persons.”
12
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Drafting Enforceable In-Term Covenants
 Less scrutinized; greater tolerance for broader restrictions, but
no guaranty that anything goes.
 Duration: “during the term”
 Geographic scope: “worldwide”

 Scope of activities:
– “similar business” (not as good)
– Better: “any restaurant or food service business that derives 25% or
more of its Gross Sales from the sale of hamburger-style menu items”
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Drafting Enforceable Post-Term Covenants
Geographic Scope
 No one size fits all

 Select a territorial scope no greater than necessary:
– How far do customers generally travel to frequent a branded outlet?
– How closely does franchisor place new locations?

– Extension of noncompete to later-added locations; foreseeable?

 Modesty wins particularly with service business franchises:
– Most ex-franchisees of a service business set up their competing
operations in or close to former location or market
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Drafting Enforceable Post-Term Covenants
Duration
 No one size fits all

 Reasonableness considers how long it will take for franchisor to
refranchise (duty to mitigate)
 Courts generally find time limits of 2 years or less reasonable

 Covenant runs from the date when the FA expires or
terminates, but courts sometimes will start the covenant from
the date of an injunction enforcing the covenant to give
franchisor full benefit
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Drafting Enforceable Post-Term Covenants
Scope of Activities
 Post-term restrictions routinely found to be reasonable: (i)
prohibiting use of a franchisor’s trademarks, products; (ii)
passing-off; (iii) prohibiting solicitation of customers; (iv)
prohibiting hiring-away former employees; (v) disparagement
of franchise system, brand

 “similar business” is a slippery slope
 “trade secrets” is another slippery slope
 Draft specifically to protect your core business, not competition
per se, especially when your business has plenty of competitors
already.
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Sample In-Term Noncompete Agreement
“During the Term and any Renewal Term, it shall be a breach of
this Agreement for Franchisee, Franchisee’s Affiliates or any
Covered Person, directly or indirectly, to own (either beneficially
or of record), engage in or render services to, whether as an
investor, partner, lender, director, officer, manager, employee,
consultant, representative or agent, a Competitive Business
located anywhere in the world; provided, however, the
restrictions stated in this paragraph shall not apply to any Covered
Person for a period longer than 2 years from the date the Covered
Person ceases to be an officer, director, shareholder, member,
manager, trustee, owner, general partner, employee or otherwise
associated in any capacity with Franchisee.”
17
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Sample Post-Term Noncompete Agreement
“For a period of 2 years after expiration or termination of the last
Franchise Agreement between Franchisee and Company, neither
Franchisee, Franchisee’s Affiliates nor any Covered Person may, directly
or indirectly, own (either beneficially or of record), engage in or render
services to, as an investor, partner, lender, director, officer, manager,
employee, consultant, representative or agent, any Competitive
Business located anywhere within 5 miles of the Protected Area of the
Franchised Business or any other Franchised Restaurant anywhere in
the world that is open for business on or after the Effective Date of
Termination or Expiration of this Agreement or the effective date of an
Event of Transfer; provided, however, these restrictions shall not apply
to any Covered Person for longer than 2 years from the date the
Covered Person ceases to be an officer, … or otherwise associated in any
capacity with Franchisee.”
18
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Representing Franchisees
 Rise of sophisticated franchisees
– Many brands compete for the best & brightest operators; desire
sophisticated multi-unit, multi-brand franchisees
– Put pressure on franchisors to accept carve-outs to broad restrictions

 First franchisee to join a network
– May have stronger argument that enforcement of post-term
noncompete does not serve franchisor legitimate business interest
– Lack of competition in franchisee’s market
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Noncompetes and Franchise Systems Involving
Professional Services
 Noncompete agreements raise special issues for franchise
systems involving attorneys, accountants, medical doctors,
veterinary doctors, dentists, investment advisors, and others
with post-college credentials or state professional licenses
– Doctor’s Express (urgent care); Comfort Dental; Charles Schwab

 Some states forbid the use of noncompetes with health
professionals (Colorado; Massachusetts); some forbid the use
in all contracts with certain licensed professionals (Alabama)
 Complicating noncompetes, some state laws protect the right
of a client/patient to follow the professional (ex-franchisee)
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DRAFTING ENFORCEABLE
NON-COMPETE COVENANTS IN
FRANCHISE AGREEMENTS
Mark S. VanderBroek
Nelson Mullins Riley & Scarborough LLP
Atlanta, Georgia
404-322-6675
mark.vanderbroek@nelsonmullins.com

State Statutes Addressing Non-Compete Covenants
California: California Business and Professions Code § 16600
• "Except as provided in this chapter, every contract by which
anyone is restrained from engaging in a lawful profession,
trade, or business of any kind is to that extent void."
• Employment context – even narrow restraints unenforceable.
• Franchise context – narrow restraints might matter:
• Non-compete tailored to protect trade secrets. Scott v.
Snelling & Snelling, 732 F. Supp. 1034 (N.D. Cal. 1990)
(summary judgment to ex-franchisee where no evidence
of trade secrets).
• Narrow restraint that bars very limited part of trade. Great
Harvest Franchising v. McKinley, Bus. Fran. Guide ¶ 11260
(C.D. Cal. 1997) (upheld non-compete against selling wheat
bread).
22

State Statutes Addressing Non-Compete Covenants
California: California Business and Professions Code § 16600

• In-term covenants not to compete unenforceable
when forecloses competition in substantial share of
market. Comedy Club v. Improv. West Assoc., 553
F.3d 1277 (9th Cir.)
• Nationwide in-term non-compete unenforceable
• Court blue pencils to enforce in limited geographic
area - counties in which franchisee operated
licensed comedy clubs.
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State Statutes Addressing Non-Compete Covenants
New Georgia Statute, O.C.G.A. § 13-8-50 et. seq. (2011)
• Reasons for:
• Common law – difficult to enforce non-competes
• Legislative intent: to "protect[ ] legitimate
business interests and creat[e] an environment
that is favorable to attracting commercial
enterprises to Georgia and keeping existing
businesses within the state."
• Atlanta Bread Co. v. Lupton Smith, 679 S.E. 2d 722
(Ga. 2009) – in-term franchise non-compete
evaluated under same strict scrutiny as post-term
non-compete (held unenforceable).
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State Statutes Addressing Non-Compete Covenants
New Georgia Statute, O.C.G.A. § 13-8-50 et. seq. (2011)
• Post-term covenants – creates presumptions of
reasonableness in:
• Time: 2 years for employees; 3 years for
franchisee/distributor, 5 years sale of business
• Geographic Area: Areas in which employer/
franchisor does business at any time in parties'
relationship (and total distance also is reasonable)
• Prohibited Activities: measured by the business of
the employer/franchisor.
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State Statutes Addressing Non-Compete Covenants
New Georgia Statute, O.C.G.A. § 13-8-50 et. seq. (2011)
• In-term covenants: "shall not be considered
unreasonable because it lacks any specific limitation
upon scope of activity, duration, or geographic area so
long as it promotes or protects the purpose or subject
matter of the agreement or relationship or deters any
potential conflict of interest." O.C.G.A. § 13-8-56(4).
• Blue-penciling: "a court may modify a covenant that
is otherwise void or unenforceable …"
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State Statutes Addressing Non-Compete Covenants
Florida, Fla. Stat. Ann. § 542.335
• Restrictive covenants not prohibited "so long as such
contracts are reasonable in time, area, and line of
business."
• Post-term covenants – presumptions of
reasonableness:
• Against employees: 6 months or less reasonable;
over 2 years unreasonable
• Against franchisee or distributor: 1 year or less
reasonable; over 3 years unreasonable.
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State Statutes Addressing Non-Compete Covenants
Colorado, Colo. Rev. Stat. § 8-2-113
• Covenant not to compete unenforceable except for:
• Contract for sale of business
• Contract for protection of trade secrets
• Executive and management personnel
• Franchise non-compete enforceable as analogous to
sale of business and as agreement to protect
franchisor trade secrets. Quizno's v. Kampendahl,
2002 U.S. Dist. LEXIS 9124 (N.D. Ill. 2002)

28

Interplay of Franchise Non-Competes With Other
Methods of Protecting Franchisor's Proprietary Rights
Non-Solicitation of Customers
• Important for some types of franchises (e.g.,
employment agency or tax preparation businesses).
• Must be reasonable in scope of:
• Customers – those had contact with, or within
geographic limitation
• Time period – e.g., 2 years after termination
• Content – to offer similar goods and services
• Can only prohibit solicitation, not merely accepting
business
29

Interplay of Franchise Non-Competes With Other
Methods of Protecting Franchisor's Rights
Non-Solicitation of Customers
• Sample clause:
"Franchisee and any Covered Parties agree that for a
period of two (2) years after the termination or
expiration of this Agreement, they shall not,
directly or indirectly, solicit, contact, or attempt to
solicit or contact, using any form of oral, written,
or electronic communication, any of Franchisee's
current, former, or prospective customers for
purpose of offering or providing goods or services
similar to those offered or provided by Franchisor."
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Interplay of Franchise Non-Competes With Other
Methods of Protecting Franchisor's Proprietary Rights
Confidential Information and Trade Secrets
• Franchise business model: franchisor discloses and licenses
entire business system to franchisees for replication.
• Franchise systems include confidential information and
trade secrets:
• Trade secret – information that:
• derives economic value from not being generally known
to, and not readily ascertainable by proper means by,
other persons who can obtain economic value from its
disclosure or use; and
• is the subject of reasonable efforts to maintain its secrecy.
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Interplay of Franchise Non-Competes With Other
Methods of Protecting Franchisor's Rights
Confidential Information and Trade Secrets
• Examples of franchisor confidential information and
trade secrets:
• Operations Manual (or Brand Standards Manual)
• Customer information
• Supplier information
• Product information, recipes, formulas
• Business and marketing plans
• Franchise system as a whole (maybe)
• Important to preserve confidentiality and prevent
disclosure outside of franchised business.
32

Interplay of Franchise Non-Competes With Other
Methods of Protecting Franchisor's Proprietary Rights
Confidential Information and Trade Secrets
• Sample Non-Disclosure Clause:
• "Confidential Information" means data or
information which is either (1) marked
"confidential" or with some similar designation; (2)
related to Franchisor's business, disclosed to
Franchisee as a consequence of this Agreement,
and not generally known to the public; or (3)
amounts to a Trade Secret under applicable law.
Franchisor's Confidential Information includes, but
is not limited to [list examples applicable to
Franchisor's business, including the Manual]
33

Interplay of Franchise Non-Competes With Other
Methods of Protecting Franchisor's Proprietary Rights
Confidential Information and Trade Secrets
• Sample Non-Disclosure Clause:
• The Franchisee and any Covered Parties agree that during the term
of this Agreement they will not, directly or indirectly, disclose,
divulge, publish or market to any person, or use in any way, any
Confidential Information or Trade Secrets, except as required to
operate the Franchised Business and perform the Franchisee's
obligations under this Agreement, or as the Franchisor approves in
writing. The Franchisee and its Principals agree that these
restrictions on the disclosure of Confidential Information and Trade
Secrets will remain in effect following termination or expiration of
the Agreement until any particular information at issue no longer
constitutes Confidential Information or a Trade Secret.
34

Drafting Enforceable Noncompete Covenants
in Franchise Agreements

James M. Susag
8300 Norman Center Drive Suite 1000
Minneapolis, MN 55437
(952) 896-1572 (direct)
jsusag@larkinhoffman.com
Larkin Hoffman Law Firm

Some Courts Are Making it More Difficult to
Enforce Non-Competition Provisions
• Takeaways from recent decisions:
• An increasing number of courts are closely scrutinizing
the franchisor’s alleged business interests and
determining whether harm is likely to result to those
interests based upon the franchisee’s competition
• Some judges are skeptical that non-competition
provisions claiming a national reach are necessary or
appropriate
• Lesson: Enforceability likely depends upon the facts of
the dispute
• With this said, it is still more likely than not that a noncompete provision will be enforced
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Executive Home Care Franchising LLC v.
Marshall Health Corp., No. 15-1887, 2016 WL
703801 (3rd Cir. Feb. 23, 2016)
• Third Circuit considered a district court’s denial of
injunctive relief requested by the franchisor
• The franchisor alleged that the franchisees began
operating a “new, identically-structured, directlycompetitive home care business” after they
abandoned the franchise
• The non-competition provision prohibited the
franchisees from engaging in a competitive business
within a ten-mile radius of any franchisor office or
location
37

Executive Home Care Franchising LLC v.
Marshall Health Corp., No. 15-1887, 2016 WL
703801 (3rd Cir. Feb. 23, 2016)
• The franchisor alleged unfair competition because
(1) the franchisees’ new business was competing in
the same territory, and (2) the franchisees had been
provided training and proprietary materials by the
franchisor
• Nevertheless, the Third Circuit affirmed the district
court’s finding of no irreparable harm. The Third
Circuit relied heavily upon two concessions made by
the franchisor’s counsel:
• (1) that the franchisee had returned all information bearing the
franchisor’s trademarks; and
• (2) that the franchisees were no longer operating out of the
franchised location (this concession was contrary to allegations
contained in the appeal documents)
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Aamco Transmissions, Inc. v.
Romano, No. 13-5747, 2016 WL
792498 (E.D. Pa. March 1, 2016)
• Five months after the franchisees terminated the
franchise, they opened a competitive business
ninety miles from their former franchise location in
close proximity to another AAMCO location
• For a period of two years, the franchisees were
prohibited from competing within ten miles of any
AAMCO franchise in the United States
• The trial occurred two years after the Romanos
begun operating their competing business. AAMCO
did not move for preliminary injunctive relief
39

Aamco Transmissions, Inc. v. Romano, No. 13-5747,
2016 WL 792498 (E.D. Pa. March 1, 2016)
• The court held the non-competition provision was not
enforceable against the new business. Four facts
weighed in favor of this result:
• (1) the new business was ninety miles from the former
franchise location, and there was no evidence
customers followed the franchisees;
• (2) there was no credible evidence the Romanos
improperly used the franchisor’s marks;
• (3) the new business had been in operation for over
two years by the time of trial; and
• (4) Mr. Romano’s experience in the industry pre-dated
his affiliation with the franchisor
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Aamco Transmissions, Inc. v. Romano, No. 13-5747,
2016 WL 792498 (E.D. Pa. March 1, 2016)
• Despite finding the non-competition provision
unenforceable as drafted, the court recognized
Pennsylvania applies the blue pencil rule
• The court decided to limit the geographic scope of the
non-competition provision to within ten miles of any
AAMCO franchise within Broward County, the county in
which the franchise had been operating

• It is unclear why the court selected this county-based
limitation; it does not appear either party was
advocating for such a restriction
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H&R Block Tax Servs., LLC v. Strauss, Bus. Fran.
Guide (CCH) ¶ 15,439 (N.D.N.Y. Feb. 4, 2015)
• Franchisee operated tax-return franchise for thirty years,
but decided not to renew under Block’s then-current
franchise agreement
• Strauss was prohibited from preparing tax returns for
one year within forty-five miles of franchise location
• Franchisee began operating tax business at the former
location under her own name
• Court found the time and territorial restriction
reasonable under Missouri or New York law
• Irreparable harm was supplied by imminent tax season
• Block stood to lose approximately 2,500 customers
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Enforcement of Non-Competition Provisions
When the Franchisee Goes Bankrupt
• Courts are divided on whether franchisors may secure
injunctive relief after a franchisee goes bankrupt
• A discharge in bankruptcy releases a debtor as to liability
on a “debt,” which is defined as “liability on a claim.” 11
U.S.C. § 524(a); 11 U.S.C. § 101(12)
• Courts are split on whether the right to enforce a noncompetition provision is a “claim.” Compare Sir Speedy,
Inc. v. Morse, 256 B.R. 657 (D. Mass. 2000) (district court
reasoned that breach of non-competition provision did
not give rise to a right to payment and thus was not a
“claim”) with In re Kilpatrick, 160 B.R. 560, 566 (E.D.
Mich. 1993) (concluding that, because a franchisor may
be entitled to monetary damages after establishing proof
of violation of a non-competition provision, enforcement
of that provision was a “claim”)
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Disagreement Concerning Effect of Rejection
of the Franchise Agreement in Bankruptcy
• In Sir Speedy, the court held that the franchisee’s
rejection of the franchise agreement did not “cause
[the] contract magically to vanish” Instead, the
court reasoned the very purpose of the provision
was to govern after the underlying contract ended
• Franchisors may press the argument it would be
patently absurd to conclude an injunction against
competition is dischargeable in bankruptcy. See
Matter of Udell, 18 F.3d 403, 410-412 (7th Cir. 1994)
(Flaum, J. concurring in result)
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Disagreement Concerning Effect of Rejection of the
Franchise Agreement in Bankruptcy Cont.
• Other decisions conclude injunctive relief is not
appropriate following discharge of the franchise
agreement
• In such cases, the franchisor
may only file a proof of claim
for damages. See In re Ward,
194 B.R. 703, 705 (Bankr. D. Mass. 1996); cf.
Tantopia Franchising Co., LLC v. West Coast Tans of
PA, LLC, 918 F.Supp.2d 407, 413 (E.D. Pa. 2013)
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Enforcement Against Non-Signatories
• F.R.C.P. 65(d)(2) binds the parties and their officers,
agents, servants, employees, and attorneys, as well
as all other persons “who are in active concert or
participation with” any of them
• Because franchises are often
family-owned and operated, it is
not uncommon for former
franchisees to use family
members to skirt noncompetes
• Courts will enforce these provisions against nonsignatories when they are convinced justice requires
it
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Enforcement Against Non-Signatories Cont.
• In Tantopia v. West Coast Tans of PA, 918 F.Supp.2d 407
(E.D. Pa. 2013), the court enjoined from competition a
non-signatory (Christopher Connors) to the franchise
agreement who was the son of the former fiancée of one
of the franchisee defendants (Richard Weiss)
• The franchisees abandoned the business and transferred
the tanning assets to another entity, CTG. CTG was
owned primarily by the wife of Donald Weiss, the father
of Richard Weiss
• Later, CTG contracted to sell its assets to another
competitive entity, TMA, which was purportedly created
and managed by Connors
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Enforcement Against Non-Signatories Cont.
• The court determined that TMA and Connors were
“mere continuation of, or straw man for,” the former
franchisees, relying upon:
• (1) Connors’ age and lack of available resources;
• (2) Donald Weiss’s involvement in TMA getting off
the ground; and
• (3) CTG transferred its assets to TMA for
significantly less than fair market value
• Thus, TMA and Connors were prohibited from
competing with the franchisor in accord with the FA
48

Enforcement Against Non-Signatories Cont.
• Other courts strictly adhere to contractual privity rules in
refusing to enforce non-competition provisions against
non-signatories, see, e.g., Primary Invs., LLC v. Wee
Tender Care III, Inc., 746 S.E.2d 823 (2013)
• LLC sells a child care facility to plaintiff and agrees in
asset purchase agreement that LLC is restricted from
opening a child care facility within a ten-mile radius for
three years. Individual members of the LLC do not sign
• As individual members were not signatories to the APA,
court decided they were not prohibited from competing
• Moral: make sure officers execute noncompete in individual capacity
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Enforcement Against Non-Signatories Cont.
• Franchisors can go too far in prohibiting competition from
non-signatories. See, e.g., Comedy Club, Inc. v. Improv West
Associates, 553 F.3d 1277 (9th Cir. 2009) (concluding noncompetition provision that extended far beyond close
relatives– for example, to relatives of ex-spouses– was
unenforceable)
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Cease and Desist Letter?
• Lets the other side know you’re considering
taking action; abandons the element of surprise.
• May precipitate a race to the courthouse and a
fight over what forum any litigation might take
place in.
• If successful, a cease and desist letter will save
expense.
• Be careful not to say anything that could be the
basis for a defamation or intentional interference
claim.
www.bakerdonelson.com
© 2013 Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
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Choice of Forum
• In almost all cases, you should consider a forum
selection clause for your underlying franchise
agreement.
• Should contain a waiver of personal jurisdiction
and venue.
• Be prepared for forum non conveniens and
similar arguments (e.g. 28 U.S.C. § 1404).
• Evaluate choice-of-law issues as well.

www.bakerdonelson.com
© 2013 Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
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Federal or State Court
• Evaluate potential judges, jury pool, depending on
merits of case and relief sought.
• State court may be less expensive, less formal.
• It is sometimes easier to get a Temporary Restraining
Order ex parte in state court than in federal court.
• Consider jurisdictional issues, particularly subject
matter jurisdiction, possible removal, and diversity.

www.bakerdonelson.com
© 2013 Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
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Temporary Restraining Order?
• For the plaintiff, a temporary restraining order can
achieve enormous tactical benefit.
• Usually lasts only two weeks.
• Commits the plaintiff to a hearing on a motion for
preliminary judgment in two weeks or less.
• Plaintiff must demonstrate efforts to give notice to
defendant.
• May be issued ex parte.
• Binds persons “in active concert or participation”
who receive notice of order.
www.bakerdonelson.com
© 2013 Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
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Preliminary Injunction?
• Technically not a hearing on the merits. BUT:
• The preliminary injunction hearing may be
consolidated with trial on the merits and the final
hearing advanced.
• Even if not consolidated, the preliminary injunction
hearing is, as a practical matter, often dispositive,
because the judge must evaluate the evidence and
hear the witnesses.
• First impressions are important: If the judge doesn’t
like your case at the preliminary injunction stage, that
impression is unlikely to change.
www.bakerdonelson.com
© 2013 Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
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Preliminary Injunction (Cont’d)
•
•
•
•
•
•

How compelling is your evidence of irreparable harm?
Are trade secrets involved?
Other proprietary information?
Brand confusion?
Brand Disparagement or Loss of Goodwill?
Trying for an injunction and failing can be devastating,
and could harm an otherwise meritorious breach of
contract case.
• If you’re trying to enforce because of an early
termination, is the termination valid?
www.bakerdonelson.com
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Expedited Discovery?
• Hearings for TROs and Preliminary Injunctions are
often the last place where “trial by ambush” is
permitted.
• Allowing discovery eliminates this element to a
degree.
• Increases expense.
• Telegraphs your theory of the case to your opponent.
• Can be extraordinarily burdensome while you’re
simultaneously preparing for a preliminary injunction
hearing.
www.bakerdonelson.com
© 2013 Baker, Donelson, Bearman, Caldwell & Berkowitz, PC

58

Action for Damages
• Remember that the in terrorem effect of filing suit
may have the same effect as an injunction.
• After complaint is filed, the defendant may alter
conduct, giving the plaintiff the same effective result
as an injunction at much lower cost.
• The mere pendency of the lawsuit may have the
effect of deterring misconduct.
• No bond/security required.
.
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Enforcement Against Non-Signatories
• In federal court, and in most state courts, a TRO or
an injunction is enforceable against the parties, their
agents, servants, employees, and attorneys, and also
other persons “in active concert or participation”
who receive actual notice.
• Actual notice is different from service, and does not
require making those persons a party to the
litigation.
• The fewer parties, the few lawyers on the other side.
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Involving customers?
• This is often a dilemma faced by parties involved in
lawsuits over noncompete and nonsolicitation
provisions.
• Most of the time, we try to avoid it, because the
party who subpoenas a customer often loses the
customer in the long run.
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