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*308 I. Introduction

Billions of dollars have been lost by American business due to the unauthorized use of trademarks, copyrights, patents,
designs, and trade secrets.' The loss attributed to product counterfeiting, passing off, and infringement has reached dramatic
levels since U.S. Trade Representative Carla A. Hill’s 1986 report to Congress that U.S. companies have lost an estimated
$43 to $61 billion due to ineffective intellectual property protection.” In 1984, the International Trade Commission reported
that over 150 different products are counterfeited, including computer hardware and software, jewelry, luggage, and
handbags.’ Losses in the range of $12 to $16 billion are attributed to piracy and counterfeiting within the computer software
industry.* Since the commercialization of the internet, and the advent of new digital goods, the scope of “goods” related to
intellectual property rights (intellectual property goods) has expanded dramatically. According to a survey conducted by the
International AntiCounterfeiting Coalition, Fortune 500 companies have reported spending an average of between $2 to $4
million dollars per year to combat counterfeiting.’

With the increased counterfeiting of goods, practitioners will be faced with requests for advice from clients on how to combat
such debilitating activities. The purpose of this article is to discuss the civil ex-parte remedies available to intellectual
property rights owners in the State of Texas. This article also discusses the procedures a practitioner should consider and
pitfalls to avoid when making an ex-parte application to the court.

II. The Ex-parte Order in General

An ex-parte order is typically the result of one party successfully moving the court to issue an order in the absence of, and
usually without notice to, the opposing party.® Generally, a court’s ex-parte order is fashioned to enjoin conduct and/or seize
property.” When requested by owners of intellectual property rights, *309 the ex-parte application typically seeks the seizure
of counterfeit goods or to prohibit certain conduct.® Counterfeit goods are generally low quality and offered as genuine
merchandise to the unsuspecting public.’

An ex-parte application may also seek the seizure of documents and information related to counterfeit goods or alleged
infringing activities. In this regard, the subject matter of the relief requested is akin to pre-trial discovery. In the alternative,
or in conjunction with such requests, the intellectual property right owner may move for an order directing a party to refrain
from carrying out certain conduct which would frustrate the court’s jurisdiction. Such relief, typically in the form of a
temporary restraining order (TRO), functions to preserve the status quo and/or prevent irreparable harm.' The proper
preparation and satisfaction of the statutory requirements significantly improves the likelihood of a court granting the
ex-parte application as requested. Additionally, it minimizes the success of a post seizure challenge(s), if any, to the ex-parte
order.

I11. Inherent Equitable Power of the Court to Fashion Ex-parte Seizure Orders

It should be noted that courts have long been recognized as having inherent equitable powers to fashion remedies that
adequately protect the rights of the parties when existing laws are silent or deficient. Prior to the enactment of the Trademark
Counterfeiting Act of 1984," such was the situation for courts facing ex-parte seizure applications from trademark owners.
Courts frequently made broad interpretations of the Lanham Act'"” and used Fed. R. Civ. P. 64 and 65 to craft ex-parte orders
that addressed the immediate situation.” However, some courts were reluctant to make such interpretations and denied
ex-parte relief."

Neither Rule 64 nor 65 confers the power to grant equitable relief, but both articulate the procedural requirements for the
court to exercise its equitable powers. Rule 64 focuses on the procedural requirement for seizures, whereas Rule 65 addresses
the procedural requirements for injunctive relief (including TROs). *310 Furthermore, the All Writs Act” “invests a court
with a power essentially equitable” to issue writs that are not otherwise covered by statute.' This quasi-equitable power can
be used by the court to fashion ex-parte orders to seize, inspect, and/or enjoin.



A. Fed. R. Civ. P. 64--The Door to State Seizure Remedies

Fed. R. Civ. P. 64 states in part:
At the commencement of . . . an action, all remedies providing for the seizure of person or property for
the purpose of securing satisfaction of the judgment ultimately to be entered in the action are available
under the circumstances and in the manner provided by the law of the state in which the district court is
held, existing at the time the remedy is sought . .. ."

The critical aspect of Rule 64 is that state law controls the availability of such relief to an intellectual property owner so long
as there is no violation of federal law. In Texas, the seizure of property prior to adjudication of the underlying action is
governed by Tex. Civ. Prac. & Rem. Code Sections 61.001-61.063 for attachment; Tex. Civ. Prac. & Rem. Code Sections
62.001-62.063 for sequestration; and Tex. Civ. Prac. & Rem. Code Section 63.001 for garnishment."

1. Attachment under Texas Law

Generally, under Section 61.001, the general statutory requirements for issuance of a writ of attachment are:
(1) the defendant is justly indebted to the plaintiff;

(2) the attachment is not sought to injure or harass the defendant;
(3) the plaintiff will probably lose his “debt” unless the writ of attachment is issued; and

(4) specific grounds for the writ exist under Tex. Civ. Prac. & Rem Code § 61.002.

The scope of an attachment under Texas law depends on the residency of the defendant. An attachment may be obtained
against a resident only when the suit is based on “debt.” Under Texas law, a “debt” of a resident must be liquidated. This
means that the debt must be capable of being definitely ascertained by supporting evidence. However, the “debt” does not
have to be due at the time the application for writ of attachment is filed.” The term “debt” further includes property that is
*311 either real or personal. However, the applicant must have an actual interest in such property. If the defendant is a
non-resident, then a writ of attachment may issue on tort claims and/or contract claims with unliquidated damages.”” More
specifically, Section 61.005 authorizes attachment in a suit founded in tort or on an unliquidated demand against a party on
whom personal service cannot be obtained.

Infringement, counterfeit, and misappropriation claims are all considered torts” and generally have unliquidated damages.
Therefore, to properly seize goods under Texas law, the applicant must demonstrate that the trial court lacks in personam
jurisdiction over the defendant or that attempts to serve the defendant with the lawsuit have been unsuccessful.”

2. Sequestration under Texas Law

Similarly, sequestration generally involves an ex-parte pre-judgment seizure of property. However, sequestration is a
conservatory process that preserves and protects the property pending the outcome of the underlying action. The underlying
action is typically a dispute over which party has ownership of the property.” Like attachment, a writ for sequestration
requires the ex-parte applicant to have an interest in the property sequestered. The grounds for applying for a writ of
sequestration are:*

1. It can not be reasonably concluded that there is an immediate danger that the defendant or the party in possession of the
disputed personal property will conceal, dispose of, ill-treat, waste, or destroy the property, or remove it from the county
during the suit;

2. It can reasonably be concluded that there is an immediate danger that the defendant or the party in possession of disputed
real property will use his or her possession to injure or ill -treat the property, or to waste or convert to his or her own use the

timber, rents, fruits, or revenue of the property;

*312 3. The plaintiff has been ejected from disputed real property by force or violence; or



4. The underlying suit concerns real property and the plaintiff makes an oath that the defendant is not a resident of the state.”
This remedy is statutory and not a common law remedy. Accordingly, the above requirements are strictly construed.

The holding in Learn2.com, Inc. v. Bell* is instructive regarding the use of a writ of sequestration under Texas law. The
plaintiff, Learn2.com, Inc. filed a complaint for breach of contract, misappropriation of trade secrets, civil conspiracy,
tortious interference, and destruction of copyright notice claims. It also filed an application for a TRO, preliminary
injunction, and a seizure order to seize software applications, programs, and code.” Although it was not specifically
discussed in the opinion of the court, the application for seizure appears to be founded upon Section 62.001.*

At the post seizure hearing, the court found that seizure and the preliminary injunction were appropriate given “[the]
software, including the proprietary confidential, trade secret and copyright and software owned by Learn 2.com, Inc. and
misappropriated by Media Sync, is easy to copy and transmit for a person having access thereto; and once copied and
transmitted, it is difficult, if not impossible, for the owner to obtain the return of misappropriated software.”” Furthermore,
the court stated “Learn 2.com, Inc. clearly has a legitimate claim to such property [software applications, programs, code, or
other property relating to Learn2.com., Inc.’s business], and, given Bell’s history of destroying and hiding evidence, it is
likely that any property to which Learn2.com, Inc. claims an interest may not survive the final disposition of this action.”’
Implicit in the opinion is the acknowledgment that intellectual property is “property” for purposes of Section 62.001."

3. Garnishment under Texas Law

The remaining general pre-judgment remedy available under Texas law is garnishment as set forth in Tex. Civ. Prac. Rem.
Code, Section 63.001. Garnishment is a statutory procedure used where property, money, or credits of one person, in the
possession of or owing to the debtor of another are applied to the *313 payment of a debt the debtor owes to a third person.”
Garnishment is a form of attachment. However, it differs from attachment in that it is directed exclusively to a third party and
is docketed as a separate suit between the creditor and third party.” This is carried out by means of a statutory claim against
the debtor and garnishee. It should be noted that a garnishment only occurs when there are three separate parties. It will not
occur if there is only a debtor and a creditor.™

There have been no reported cases dealing with the garnishment of intellectual property goods. Such an odd situation may
arise in the context of internet service providers that host infringing software applications. If such a situation does arise, the
applicant’s attorney should review the statute’s property exemption before applying to the court for the garnishment remedy.

4. Seizure Remedy pursuant to Texas Trademark Act

Pursuant to the Texas Trademark Act,” the court can order infringing reproductions, counterfeits, copies, or colorable
imitations of the infringer to be delivered to either an officer of the court or the registrant of the mark.** Although the statute
is silent on when the order can be issued, the order must be based upon a determining by the court that an infringement has
occurred. Unfortunately, there are no reported Texas cases which opine about the timing of such an order. However, given
the equitable nature of the remedy and the circumstances of the matter, this author believes that an ex-parte application for
seizure based upon the Texas Trademark Act should be actionable.

B. Fed. R. Civ. P. 65--Injunctive Remedies

Injunctions are typically classified in terms of their duration. A permanent injunction is issued after a full adjudication of the
parties’ rights, whether by motion, stipulation, or trial.”” Such orders typically remain in effect indefinitely, although a party
subject to the injunction may later seek to modify or dissolve it.** A preliminary injunction is a provisional remedy issued
prior to final disposition of the litigation.”” As with a TRO, it functions to preserve the status quo and to *314 prevent
irreparable loss of rights prior to judgment.* The last class of injunctive relief is a TRO, which is a sub-set of a preliminary
injunctive relief. The typical TRO issues without notice to the adverse party or that party’s attorney.” The purpose is to
preserve the status quo pending hearing on the moving party’s application for a preliminary injunction. It generally only
remains in effect for a matter of days.”



Rule 65 does not confer the power to grant injunctive relief, but rather sets stringent procedural requirements for the court’s
use of its equity powers. The court must balance the competing claims of injury and consider the effect on each party of the
granting or withholding of the requested relief.* However, Congress may intervene and guide or control exercise of the
court’s discretion on a lesser showing. Most statutes, including the Patent Act, Lanham Act, and Copyright Act specifically
authorize injunctive relief. It should be noted that for certain acts, such as the Endangered Species Act,* Congress
specifically removed from the courts their traditional, equitable discretion in injunctive proceedings of balancing the parties’
competing interests.* However, such limitations on the powers of the courts are not inferred by the courts themselves.*

When seeking preliminary equitable relief such as TRO or preliminary injunction, the applicant must demonstrate the
following factors:
(1) A substantial likelihood of success on the merits;

(2) A significant threat of irreparable injury;
(3) A balance of hardships in plaintiff’s favor; and

(4) Whether any public interest will be disserved by granting the injunction.”

The first factor is extremely critical and typically requires the applicant to demonstrate a likelihood of prevailing on the
underlying suit, as well as any affirmative defense.* However, the applicant need not show positively that it will *315 prevail
on the merits. If the applicant has made a strong showing on the other relevant factors, a showing of some likelihood of
success on the merits may support preliminary injunctive relief.” Even though the applicant must demonstrate a likelihood
(or some likelihood) of success on the merits, any subsequent preliminary injunction issued is not a preliminary adjudication
of the merits. Furthermore, as the Supreme Court stated in University of Texas v. Camenisch,” “the findings of fact and
conclusions of law made by a court granting a preliminary injunction are not binding at trial on the merits.”"

Unlike the equitable relief sought by Rule 64, the relief sought in terms of a preliminary injunction or TRO must be crafted to
preserve the status quo and prevent irreparable harm.* Typically, the applicant will request that the other party cease certain
action rather than mandate conduct.” Where mandatory TROs are requested, the court employs a higher level of scrutiny.™
This is because a mandatory injunction or TRO functions to alter the status quo by commanding a positive act. Therefore, the
practitioner should be mindful of the relief requested in the ex-parte application.

IV. Statutes Which Provide for Equitable Relief

As discussed above, several federal statutes authorize ex-parte relief, including the Lanham Act for trademarks, the Copyright
Act, and the Patent Act. Furthermore, the All Writs Act can be used to seek ex-parte relief where there is no adequate remedy
and a failure to craft one would affect the court’s jurisdiction over the matter.

A. The Lanham Act

The Lanham Act permits federal courts to issue injunctions “according to the principles of equity” to prevent trademark
infringement and/or dilution.” Any unauthorized use of a registered trademark (or a similar mark) is infringement if it *316
“is likely to cause confusion, or to cause mistake, or to deceive.”*® Federal courts have consistently ruled that a likelihood of
confusion between registered trademarks and those used by others entitles the owners of the registered mark to injunctive
relief.”” Furthermore, seizure of infringing merchandise is authorized by Section 36 of the Lanham Act.*®

With the passage of the Trademark Counterfeiting Act in 1984,the ex-parte seizure of counterfeit registered (or Olympic)
marks was incorporated into the Lanham Act.” This was partly due to a congressional finding that: “Many of those who
traffic in counterfeits have become skilled at destroying or concealing counterfeit merchandise when a day in court is on the
horizon.”* Pursuant to 15 U.S.C. Section 1116(d), the applicant must establish that:

1. relief other than ex-parte relief is inadequate;

2. the seizure has not been publicized by the movant;



3. the movant is likely to succeed in showing that the person against whom the seizure would be ordered used a counterfeit
mark in connection with the sale, offering for sale, or distribution of goods or services;

4. immediate and irreparable harm will result;
5. the order will be limited to seizure at a specifically identified location;
6. movant’s harm outweighs the harm to the non-movant;

7. the person against whom seizure would be ordered would destroy, move, hide, or otherwise make such matter inaccessible;
and

8. the movant has given notice to the U.S. Attorney in the district where the seizure will take place.”

The definition of a “counterfeit mark” is an important component of any discussion of trademark infringement. A counterfeit
mark is defined as one “registered on the Principal Register in the United States Patent and Trademark Office for such goods
or services sold, offered for sale and distributed and that is in use, whether or not the person against whom relief is sought
knew such mark was so registered.”” The definition section of the Lanham Act, Section 1127, defines a *317 “counterfeit
mark [as] a spurious mark which is identical with, or substantially indistinguishable from, a registered mark.”* Significantly,
that section also provides that for

the purposes of this Act, a mark shall be deemed to be in use in commerce-- (1) on goods when--(A) it is placed in any
manner on the goods or their containers or the displays associated therewith or on the tags or labels affixed thereto, or if the
nature of the goods makes such placement impracticable, then on documents associated with the goods or their sale.*

Read together, these statutory provisions provide that the definition of a counterfeit mark is one that “when it is placed in any
manner on the goods” making it “identical with, or substantially indistinguishable from,” the use of the registered mark. Use
of a mark in “association with” only applies where “the nature of the goods makes such placement impracticable.”

B. The Copyright Act

Copyright owners are entitled to the exclusive rights to reproduce, display, perform, and distribute the works, as well as to
prepare derivative works based on the copyrighted material.” Any violation of these exclusive rights is a copyright
infringement® which may be restrained by temporary or permanent injunction” and is subject to suit for damages.* Infringing
articles may be impounded and destroyed by court order.”” The Special Rules of Practice, promulgated by the U.S. Supreme
Court under the Copyright Act of 1909, permit a U.S. Marshall to seize allegedly infringing materials, including the materials
used for making the infringing copies.”

The interesting aspect of the Copyright Act is the limitation that documents related to the infringing articles cannot be seized
pursuant to the clause providing for seizure.”” As noted before, the court’s power to issue a preliminary injunction is
discretionary. The court may issue an injunction pursuant to the factors set forth *318 in Rule 65. Typically, the court will
focus upon the showing of a likelihood of success and the danger of irreparable harm.”

C. The Patent Act
Patents have the attributes of personal property and give patent owners the exclusive rights to develop, market, license, or sell
the invention to others.” Anyone who makes, sells or uses the invention without authorization from the patent owner has

infringed the patent.” Federal courts have been empowered since 1870 to protect patent rights by issuing injunctions.” In
unusual situations, infringing articles may be destroyed by court order.”

D. The All Writs Act



The All Writs Act” authorizes federal courts to issue all writs necessary or appropriate in aid of their respective jurisdictions.
The Act invests a federal court with a power essentially equitable and not generally available to provide alternatives to other
adequate remedies at law. A court may resort to the extraordinary powers conferred on it by the All Writs Act on the basis of
extraordinary circumstances. The powers granted by the All Writs Act is discretionary, but must always be necessary or
appropriate in aid of the court’s respective jurisdiction.” Furthermore, the power to issue such writs as “may be necessary for
the respective jurisdictions” extends only to those cases in which jurisdiction already exists and not to those where exercise
of such power is necessary to acquire jurisdiction.”

While the All Writs Act does not provide much guidance regarding its use, the courts must make findings of fact and state
reasons for issuance of a writ pursuant to the Federal Rules of Civil Procedure.*® A trial court may rely upon the All Writs Act
to issue subpoenas ad testificandum and subpoenas duces tecum as are appropriate for purposes of pretrial discovery pursuant
to Rules 26 and *319 45 of the Federal Rules of Civil Procedure.” Furthermore, district courts may issue a writ of assistance
directing those with technical skills to assist in the implementation of a court’s order.*” This type of writ may prove useful
when dealing with internet related infringement suits and ex-parte remedies.

In the context of cases dealing with intellectual property rights, the All Writs Act has been used to seize property and records
related to infringing conduct.*” Most often, the All Writs Act is used in conjunction with Rule 65 and the Copyright Act (or
Lanham Act). In such capacity it is used as authority to seize infringing merchandise and all records related to the
merchandise to preserve the intellectual property owner’s rights and thus allow the owner to assess the extent of
infringement.*

Both the Pepe v. Oceanview Factory Outlet Corp.* and Bacardi & Co. Ltd. v. New York Lighter* cases are instructive on the
use of the All Writs Act in situations where the goods to be seized are not counterfeits of federally registered trademarks. In
Pepe, the court stated that,

both under this court’s traditional rights to prevent copying of unregistered marks and trade dress under 15 U.S.C. § 1125 and
in application of federal remedy for violation of Puerto Rico laws of unfair competition, the court had the right to impound
articles which bear the mark Pepe or copy Pepe’s trade name on ex-parte application.” The court went on to state:

*320 The importance of such provisional remedies in counterfeit cases is undeniable. An important part of the final remedy
in an unfair competition suit arising from the use of duplicative marks and trade dresses is the destruction of the counterfeit
goods. In such counterfeit cases, even when a court issues a temporary restraining order to prevent the continued sale of
bogus goods, it is common for counterfeiters to simply ignore and violate the order by destroying or hiding the property in
question and subsequently denying that it ever existed. Alternatively, upon learning that litigation is imminent, it is equally
common for counterfeiters to transfer their inventory to another counterfeiter seller whose identity is unknown to the
trademark owner.*

Almost ten years later in Bacardi & Co. Ltd. v. New York Lighter Co., the court stated “federal courts may properly issue an
ex-parte order of seizure ‘under traditional rights’ and in application of a federal remedy for the violation of state laws of
unfair competition and trademark infringement.”® More importantly, the court noted that in Pepe the judge denied the
defendants’ objections to ex-parte seizure orders. The court further noted that the Pepe decision held that even if defendants’
marks were not counterfeits of the registered mark, the court still had authority to issue an ex-parte seizure order in
connection with the infringement of an unregistered mark both under federal and state law.”

Therefore, the All Writs Act in conjunction with the statutes described above and the Federal Rules of Civil Procedure can be
used to seize goods which are counterfeit or in violation of Section 43(a) of the Lanham Act. The same can be said for
infringement of copyrights.” It should be noted that seizures executed solely under the Copyright Act are limited to the actual
infringing articles. However, by invoking the All Writs Act, an applicant should be able to seek seizure of documents and
other evidence related to copyright infringement.”

V.Ex-parte Application Practice

Whether the applicant is looking for an ex-parte seizure order or TRO, it must first determine if the order is the only way to
prevent irreparable harm and if exigent circumstances exist. A rote recitation of the statutory and procedural requirements is
not sufficient to justify ex-parte remedies and only invites counterclaims, sanctions, and possibly disciplinary actions. The



ex-parte application practice can be broken down into two major components.

*321 A. Collection of Evidence

The first discipline is related to the collection of evidence sufficient to support an application for an ex-parte seizure or TRO.
The holding in Paramount Pictures v. Doe is instructive.” The two defendants operated retail video stores, from each of
which applicants’ investigator purchased six bootleg videos. It was alleged that roughly ten percent of each store’s 4,000
video inventory were bootleg versions of the applicants’ copyrighted films.”* However, this was nothing more than an
unsubstantiated allegation. Based on this allegation, applicants sought to seize all bootleg copies of the applicants’ films,
which the applicants’ proposed orders had not even identified.” The court denied the application, finding that, “the plaintiffs
prove too little, when asking for too much.”* The court further stated that because the plaintiffs had made “no showing . . .
that the defendants here are savvy film pirates; nothing . . . suggests that defendants are engaged primarily in illegitimate and
infringing activities and are thus likely to disregard an order from this court preventing them from disposing of or destroying
any video cassettes . . . .””” At best, the applicants’ papers only proved infringement regarding six videos. Yet, in seeking such
broad relief while proving infringement of only six videos, the applicants’ request was denied.*®

Therefore, it is imperative that an experienced and well-informed investigator conduct a thorough and comprehensive
investigation regarding potential counterfeiting/infringing activities. Since the investigation is the basis upon which the
application is founded, the investigator must understand what properly constitutes a counterfeit trademark/copyright. The
applicant’s attorney should provide this definition as part of the instructions to the investigator. The investigator must also be
able to testify that there were counterfeit goods at a specific location.” In assessing the counterfeit nature of a product, the
investigator should utilize information about genuine products provided by the applicant to determine whether or not a
product is counterfeit. Of course, the investigator should tag or clearly mark each offending product obtained so that a chain
of custody can be produced at subsequent hearings/trial. It is recommended that the above instructions be sent to the
investigator in the form of specific written instructions and objectives.

While the investigator carries out its objectives, it is imperative upon the applicant’s attorney to ensure that, indeed, the
intellectual property rights sought to be enforced are enforceable. For example, the registered marks should still be in *322
use and confirmation should be made that the appropriate affidavits have been filed in a timely manner with the Patent and
Trademark Office. Likewise for copyrights, confirmation should be obtained that the appropriate registrations are on file and
ownership can be traced to the applicant. Without such verification and supporting evidence, the applicant risks exposure to
counterclaims and sanctions.

B. Preparation and Submission of Application

The second part of an ex-parte application process is to prepare and present the application to the court. As with the
investigator, the applicant’s attorney should also proceed with caution and conservatism especially when drafting and
presenting the ex-parte application. The holding in Warner Bros. is instructive.'” The defendants were a small store selling
“inexpensive merchandise such as combs, wallets and mirrors.”"”" The evidence supporting the TRO was almost non-existent;
the papers made false claims about the infringements and claimed that the defendants were “counterfeiters.”’> The TRO
authorized private parties to search the premises and seize all counterfeit items and records.'” The orders were signed and
executed by the applicant. The seizure turned up almost no infringing merchandise." Both the appellate and district court
found that the applicant’s attorney had demonstrated a blatant disregard of the rules and regulations which permit the judicial
machinery to function smoothly."” Accordingly, the Second Circuit imposed, on the attorney alone, double costs for the
appeals taken by both him and the applicant and damages in the sum of $1,000.'

The Warner Bros. decision further illustrates the problems with using a private security firm to conduct the seizure, rather
than using the U.S. Marshals. As succinctly put by the court in D’ Angelo v. Petroleos Mexicanos,'” “entry upon a premises
for the purpose of seizing goods and chattels by virtue of a judicial writ such as attachment or execution is made by a sheriff
or other officer of the law, avoids many Fourth and Fifth Amendment problems.”* Furthermore, while some practitioners
may feel the need to accompany the Marshals in seizing goods and records, the attorney should carefully consider the
consequences of doing so. By being present at the seizure, the attorney becomes a fact witness at subsequent *323
hearings/trial. This can prove to be devastating if the seizure is challenged and found to be wrongful and/or in bad faith.



As set forth above, the applicant must post a security bond which serves two functions. First, the bond limits the applicant’s
liability for obtaining an improper injunction to the amount of the bond.'” The idea is that the applicant consents to the
liability upon the amount of the bond, as the price for the injunction."® There are two exceptions to this rule:

(1) When the conduct in obtaining the injunction amounts to malicious prosecution;'"' and

(2) When a statute specifically authorizes an action for wrongful injunction."?

The amount of the bond should be based on a reasonable calculation of the amount of the profits that may be lost by the
defendant in carrying out a seizure or TRO. While the applicant may be pressuring its attorney to seek a bond in the lowest
possible amount, it is well advised that the applicant be reminded of the consequences of failing to have a proper bond in
place. Failure to make a good faith attempt to set a reasonable bond does nothing more than support claims for abuse of
judicial process in the form of Fed. R. Civ. P. 11 sanctions or a counterclaim against the applicant. It is well worth the effort
to ask about the costs to issue a bond in an amount twice the value of the claim fairly estimated.'” Once the seizure occurs,
the applicant may petition the court to reduce the bond to a value more in line with the potential claims of the defendant(s).""*

When drafting the application for ex-parte relief, the attorney should also consider whether or not the U.S. Marshal Service

will be in custody of the seized items and/or records. Generally, the U.S. Marshal Service does not want to be the depository
for seized items. Therefore, it is recommended that practitioners provide a substitute custodian other than themselves.'"”

*324 VI. Remedies for Wrongful Seizure
In the event that a party applies for approval from the court to seize goods, the applicant should prepare for counterclaims
resulting from the seizure. Furthermore, in preparing the application, the applicant and attorney should review the elements of
the following causes of action to eliminate or reduce the success of the following counterclaims:
(1) malicious prosecution;
(2) abuse of process;
(3) invasion of process;
(4) misuse of court order;
(5) defamation;
(6) unfair competition;
(7) Civil RICO pursuant to 18 U.S.C. § 1961-68 (2001);
(8) intentional or negligent interference with existing or prospective contractual business relationships;
(9) intentional or negligent infliction of emotional distress;
(10) negligence or gross negligence;
(11) sanctions pursuant to Fed. R. Civ. P. 11;
(12) false imprisonment;
(13) false arrest;

(14) Federal Fair Debt Collection Practices Act--15 U.S.C. § 1692 et seq.;

(15) trade liable or disparagement;



(16) conversion,;

(17) civil conspiracy;

(18) prima facie tort;

(19) antitrust;

(20) fraud;

(21) cancellation of plaintiff’s mark registrations;
(22) trade secret misappropriation;

(23) trespass to land or to chattel;

(24) breach of fiduciary duty or duty of loyalty;
(25) motion to execute on bond,;

(26) Code of Professional Responsibility violations;
(27) false advertising--15 U.S.C. § 1125(a); and

(28) counsel’s liability for excessive costs--28 U.S.C. § 1927 (2001)."¢ *325 An attorney should be particularly concerned
about sanctions stemming from Rule 11 of the Federal Rules of Civil Procedure and sanctions from the Code of Professional
Responsibility. Under the Texas Disciplinary Rules of Professional Conduct,'’” a lawyer is a representative of clients, an
officer of the legal system and the public citizen having special responsibilities for the quality of justice."® These duties
require lawyers to understand their relationships and function within the legal system. In short, a lawyer must maintain the
highest standards of ethical conduct. As further stated in the Preamble: “[I]n the nature of law practice, conflicting
responsibilities are encountered. Virtually all difficult ethical problems arise from apparent conflict between a lawyer’s
responsibilities to clients, to the legal system and to the lawyer’s own interest.”""

The Texas Disciplinary Rules of Professional Conduct provide definitions and rules for resolving such tensions.” In doing
so, the Rules state the minimum standards of conduct below which no lawyer can fall without being subject to disciplinary
action."” In applying these rules, attorneys may find interpretive guidance in the comments to the Rules.

As mentioned above, a lawyer should not become a custodian for seized goods or documents. It places a burden upon the
attorney and/or her firm to be a custodian which may expose the attorney and/or firm to liabilities. It also might be a violation
of Tex. Disciplinary R. Prof’l Conduct 1.14. Pursuant to Rule 1.14, “[a] lawyer shall hold funds and other property belonging
in whole or in part to clients or third persons that are in a lawyer’s possession in connection with a representation separate
from the lawyer’s own property.”'> As set forth in the comment to Rule 1.14, “A lawyer should hold property of others with
the care required of a professional fiduciary.”'* Furthermore, Rule 1.14 provides that “[c]Jomplete records of such account
funds and other property shall be kept by a lawyer and shall be preserved for a period of five years after termination of the
representation.”"* Since the U.S. Marshal Service typically does not want to hold such seized goods, and the attorney should
avoid keeping records pursuant to the rules of professional conduct, a motion for a substitute custodian should be drafted and
presented to the court as part of the ex-parte application.

Under Tex. Disciplinary R. Prof’l Conduct 3.01, a lawyer is not to bring or defend a proceeding or assert or controvert an
issue therein, unless the lawyer *326 reasonably believes that there is a basis for doing so that is not frivolous."” The lawyer
as an advocate has a duty to use the legal proceedings to the fullest benefit of the client’s cause, but also has a duty not to
abuse legal machinations. The law, both procedural and substantive, affects the shapes the bounds within which an advocate
may proceed. The comments to this Rule further state that “a filing or contention is frivolous if it contains knowingly false
statement of fact. It is not frivolous, however, merely because the facts have not been first substantiated fully or because the
lawyer expects to develop vital evidence only by discovery.”* It is interesting to note that the comments indicate that a



lawyer should conform not only to Rule 3.02’s prohibitions of frivolous filings, but should comply or conform with more
stringent applicable rules of practice or procedure, such as Fed. R. Civ. P. 11."

Tex. Disciplinary R. Prof’l Conduct 3.03 discusses candor towards the tribunal. This is a critical rule that must be followed
without deviation when filing and pursuing ex-parte relief. According to Rule 3.03, a lawyer shall not knowingly:
(1) make a false statement of material fact or law to a tribunal;

(2) fail to disclose a fact to a tribunal when disclosure is necessary to avoid assisting a criminal or fraudulent act;

(3) in an ex-parte proceeding, fail to disclose to the tribunal an unprivileged fact which the lawyer reasonably believes it
should be known by that entity for it to make an informed decision;

(4) fail to disclose to the tribunal authority in the controlling jurisdiction known to the lawyer to be directly adverse to the
position of the client and not disclosed by opposing counsel; or
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(5) offer to use evidence that the lawyer knows to be false.

As stated in the comment, “The advocate’s task is to present the client’s case with persuasive force. Performance of that duty
while maintaining confidences of the client is qualified by the advocate’s duty of candor to the tribunal.”"* Therefore, it is
imperative upon the applicant’s attorney when submitting the ex-parte application and arguing it to the court that she does so
with full disclosure of the case. This means that she must present facts which support as well as those that do not support the
ex-parte relief. Not only does failure to do so expose the attorney and his or her law firm to counterclaims or professional
misconduct, it has the affect of ruining the esteem with which the court regards the firm. This in itself can be much more
devastating than any monetary fine imposed by counterclaims or reprimand from disciplinary committees.

*327 The comments to Rule 3.03 further states that “an advocate has a limited responsibility of presenting one side of the
matters” to the tribunal reaching a decision® where “the conflicting position is expected to be presented by the opposing
party.””' The comments then go on to state that, “However, in an ex-parte proceeding, such as an application for a temporary
restraining order, there is no balance of presentation by opposing advocates” but that, as such, “The object of an ex-parte
proceeding is to yield a substantially just result.”** This requires the lawyer for the represented party to “make disclosure of
unprivileged material facts known to the lawyer” if the lawyer “reasonably believes” the tribunal will not reach a just
decision unless informed by those facts.”

Finally, Tex. Disciplinary R. Prof’l Conduct 3.08 states that:

(a) [a] lawyer shall not accept or continue employment as an advocate before a tribunal in a contemplated or pending
adjudicatory proceeding if the lawyer knows or believes that the lawyer is or may be a witness necessary to establish an
essential fact on behalf of the lawyer’s client, unless:

(1) the testimony relates to an uncontested issue;

(2) the testimony will relate solely to a matter of formality and there is no reason to believe that substantial evidence will be
offered in opposition to the testimony;

(3) the testimony relates to the nature and value of legal services rendered in the case;
(4) the lawyer is a party to the action and is appearing pro se; or
(5) the lawyer has promptly notified opposing counsel that the lawyer expects to testify in the matter and disqualification of

the lawyer would work substantial hardship on the client."**

Rule 3.08 will come into play if the attorney attends and participates in the seizure with the U.S. Marshal Service. This is
especially true when the lawyer believes that she will be compelled to furnish testimony that will be substantially adverse to
the lawyer’s client, unless the client consents after full disclosure. This may have repercussions to the firm’s representation of
the client. Without the client’s informed consent, a lawyer may not act as advocate in an adjudicatory proceeding in which



another lawyer in the lawyer’s firm is prohibited from serving as an advocate. The comments illustrate that Rule 3.08 is set
up for two purposes. First, it is designed to allow the lawyer to operate as an effective advocate for her client."”* Secondly, it
prevents combining the roles of advocate and witness to cause unfair prejudice to the opposing party.”* For example, “A
witness is required to testify on the basis of personal knowledge, while an advocate is *328 expected to explain and comment
on evidence given by others.”””” Where the two are combined, “It may not be clear whether a statement by the advocate’s
witness should be taken as proof or as analysis of the proof.”"**

It cannot be over emphasized that the conduct of the attorney in pursuing an ex-parte application should heed the Disciplinary
Rules of Professional Conduct, as well as the common sense approach of disclosing that which would be critical for a judge
to consider in reviewing the application. In fact, in most situations, the courts and judges do not have the luxury of reviewing
all the documents which are set forth in the application. Therefore, it is up to the applicant’s attorney to bring forth and
disclose the law and the evidence which supports the applicant’s position as well as those facts and law which may cause
difficulties in obtaining the order. It should always be remembered that granting such orders is a discretionary exercise of the
court. If the applicant discloses all information during the application process the court will be in a better position both at the
time of granting the order and at any subsequent post-seizure hearings to consider adverse evidence and counterclaims.

VII. Conclusions

When obtaining ex-parte seizure of intellectual property goods, the practitioner should be mindful of the procedural means
used to obtain the seizure. Understanding the procedural limits of Rules 64 and 65 as well as the substantive law, will assist
the practitioner in assessing the facts to determine whether or not a seizure or TRO is justified. The practitioner should
always plead, if available, the justification for the ex-parte relief. Failure to do so may result in a denial or significant
alteration of the proposed order. It may further expose the applicant and its attorney to counterclaims if the order is granted.
The All Writs Act and the general provisions of the Lanham Act and Copyright Act can be helpful in this regard.
Furthermore, the practitioner should always be aware of possible counterclaims which could be levied should the seizure
occur. Understanding the basis for such counterclaims can be important in crafting the application in the first hand. In short,
the practitioner should refrain from overstating the facts, law, and relief requested. Finally, when crafting ex-parte
applications and moving the court to provide such relief, the practitioner should be keenly aware of her duty as an officer of
the court. Failure to do so exposes the applicant and practitioner to counterclaims, sanctions and/or disciplinary action.
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130
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133

134

135

136

137

138

Id. R. 3.01.

1d. R. 3.01 cmt.

Id.

Id. R. 3.03 (emphasis added).

1d. R. 3.03 cmt.

Id.

Id. See Tex. Disciplinary R. Prof’l Conduct 3.03.

Tex. Disciplinary R. Prof’] Conduct 3.03 cmt.

Id.

Tex. Disciplinary R. Prof’l Conduct R. 3.08.

Id. cmt.

Id.

Id.

Id.
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