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UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION
REDBOX AUTOMATED RETAIL, LLC,
Plaintiff/Counterbefendant 17 C 5596
VS. Judge Gary Feinerman

XPRESS RETAIL LLG

N N N N N N N N N

DefendaniCounterPlaintiff.

M EMORANDUM OPINION AND ORDER

Redbox Automated Retail, LLC brought this suit against Xpress Retail LLC
(“DVDXpress”), alleging trademark infringement and false advertisingolation of the
Lanham Act, 15 U.S.C. § 10%t seq.and lllinois law. Doc. 1DVDXpress answered, asserted
affirmative defenses, and counterclaimdabc. 29. The courecentlystruck DVDXpress'’s
unclean hands and abandonment affirmative defenses. Docs. 84-85 (reported at 2018 WL
950098 (N.D. lll. Feb. 20, 2018)). Now before the court is Redhowtionfor a preliminary
injunction. Doc. 23.The partieconduceddiscovery, Doc. 31, subntéd briefs, Docs. 61, 64,
72, and participated ia hearing, Doc. B Themotion is denied.

Preliminary Factual Findings

Redbox and DVDXpress both operate DVD rental services through automated vending
machines called kiosks. Doc. 1 at %;43cc. 29 at pp. 1-2, 1 1. Redbox’s kiosks feature the
word mark REDBOX and are branded with distinctive red coloring on thegrdnd sides. Doc.
24-1 at 4. Redbox has registered trademarks for its word mark and for the kiosks’ color

scheme. Docs.--1, 12, 1-3, 1-4, 1-5.

Dockets.Justia.com


https://dockets.justia.com/docket/illinois/ilndce/1:2017cv05596/342714/
https://docs.justia.com/cases/federal/district-courts/illinois/ilndce/1:2017cv05596/342714/90/
https://dockets.justia.com/

In early 2016, Redbox learned that DVDXpress was using kiosks that were, like
Redbox’sentirely red incolor. Doc. 65-3 at 8. Around the same time, Redbox also letraied
DVDXpress was advertisirgon its kiosksjts website, and elsewherehat customers could
rent movies through DVDXpress twengyght days before the sarb®/Ds becane available
through RedboxIbid. At thattime and for several years prionultiple news outlets had
reported that Redb&xagreementwith 20th Century FoxXWarner Bra., and UniversdPictures
required it to wait twentgight daysafter a DVD's release date before makihg movie
available to rent at its kioskdoc. 65-4 at 10-12.

On January 1, 201viearlya year after Redbox first learned of DVDXpress'’s conduct,
severalRedbox officials discussada emailDVDXpress’s red kiosks and comparative “28 days
before ... Reox’ advertising. Doc. 65-15 at As tothe advertising, iwe official stated “I
think that's false advertisifig We are day and date for most[.Ibid. The official then asked
Redbox’schief executive officer, Galen Smith, whetl®vDXpress'’s reckiosks infringed
Redbox’s “trademarks or other IPIbid. Smith replied*No it does not. We have looked at
[sic] many times. Nothing we can do except get these locatidbil”

On April 10, 2017 somefif teen months after Redbox first learned MIDXpress’s
comparative advertising, Redbox sent a latidd\VVDXpressstatingthat its “28 days before ...
Redbox”advertisng wasfalse as to “many movies'’hd asking DVDXpress to ceasad desist.
Doc. 16 at2, 4. The letter requestealresponsey April 24. 1d. at 4. DVDXpressdid not
respond—because, it says, the letter was sent to an incorrect address. Doc. 29 at p. 30, 1 68.

On July 31, 201%0meeighteen months after first learnin§DVDXpress’sredkiosks
andcomparativeadvertising, and more than three months after sending the aeadesist

letterto which it had received no responReox filedthis suit. Thecomplaint alleges that



DVDXpress's red kiosks infringe Redboxsgistered trademarled common law trade dress
rights, in violation of 15 U.S.C. 88 1114(1) and 1125(a), respectiviebc. lat 134-35, 72-98.
The complaintlso alleges that DVDXpress falsely advertises that it has certain moeiss-tw
eight days befor®edbox, in violation of 15 U.S.C. § 1125(dgl. at 1142-63, 114-125. Redbox
seeks a preliminary injunctido prevent DVDXpress from installing more red kiosks and from
continuing its “28days before.. Redbox” comparativadvertising, an@lsoto require
DVDXpress to engage in corrective advertisirigoc. 23at 1

Discussion

Injunctive relief is available under the Lanham Act “to prevent the violationyfight
of the registrant of a mark registered in the Patent and Trademark @ftcgrevent a violation
under subsection (a) ... of section 1125.” 15 U.S.C. § 11164apafty seeking a preliminary
injunction is required to demonstrate a likelihood of success on the merits, that it biasjnate
remedy at law, and that it will suffer irreparable harm if the relief is not granBrdmatek
Indus. v. Equitrac Corp.300 F.3d 808, 811 (7th Cir. 2002). “If the moving party cannot
establisHeach] ofthese prerequisites, a court’s inquiry is over and the injunction must be
denied.” Abbot Labs. v. Mead Johns&nCo., 971 F.2d 6, 11 (7th Cir. 1992).

The Seventh Circuit traditionally has apgdia presumption of irreparable harmfaise
advertising andrademarkinfringement suits.ld. at 16 but cf ebay Inc. v. MercExchange, LLC
547 U.S. 388, 391-94 (2006) (rejecting the presumption of irreparable harm in patejjt case
Flava Works, Inc. v. Gunte689 F.3d 754, 755 (7th Cir. 201@pme in copyright cases). But
the presumption can be rebutted by, among other things, a showing that the plaintiff
unreasonably delayed in seekp@liminary injunctive relief.See Tylnc. v. Jones Grp., Inc.

237 F.3d 891, 903 (7th Cir. 2001) (holding, in a trademark case, that “[d]elay in pursuing a



preliminary injunction may raise questions regarding the plaintiff's claimhéhat she will face
irreparable harm if a preliminaryjunction is not entered; Citibank, N.A. v. Citytrust/56 F.2d
273, 276 (2d Cir. 1985) (“Significant delay in applying for injunctive relief in a tradenzse
tends to neutralize any presumption that infringement alone will caaparable harm penaly
trial ... .”); Silber v. Barbara’s Bakery, Inc950 F. Supp. 2d 432, 441-42 (E.D.N.Y. 2013)
(holding thatafive-month delay “destroy[ed] a presumption of irreparable harm” in a false
advertising cageJ. Thomas McCarthy, BcCarthy on Trademarks & UnifaCompetition

§ 31:32 (5th ed.) (“It has often been held that unreasonable delay in filing suit and/or g movi
for a preliminary injunction can contribute to a defeat of a motion for preliminpamgation ...
for the reason that delay negates the moving party’s ability to gteolund of ‘irreparable
injury’ needed for preliminary reliéj; id. at n.1 (collecting cases).

DVDXpress conteds that Redbox’delay in seeking a preliminary injunction
demonstrates that it will nguffer irreparhle harm if that reliefs denied.It is important to note
thatDVDXpress does natise a laches defense, whigbuld haverequiredshowing that itvas
prejudiced byor had detrimentally releeon Redbox’s delay, and whiahsuccessfulyould
have precludedermanent as well as preliminary injunctive reliee Citibank756 F.2d at 276
(“Although a particular period of delay may not rise to the level of laches antyhzaea
permaneninjunction, it may still indicate an absencetloé kind of irreparable harm required to
support a preliminary injunction.”\3TE Corp. v. Williams731 F.2d 676, 679 (10th Cir. 1984)
(holding the sameMcCarthy, suprg § 31:31 (“Plaintiff’'s delay that would not be sufficient to
be a defense to artimate, permanent injunction, may welifice to support a trial judgs’
conclusion that, after all, there is not a very pressing neechfpediate extraordinary

relief ... .”). And although Redbox cites laches cases in its tapdy, it does notctuallyassert



either thathe standards for demonstrating laches and disproving irreparablereaim aame
or that delay canlisproverreparable harnonly if accompanied bgrejudice to odetrimental
reliance by the defendanhereby forfeiting those points. Doc. 72 at 15-17.

Redboxconcedeshat it waitedsomeeighteen months to seek injunctive relief after
learning of DVDXpress's alleged trademark infringement. It dehi@sgever, havinglelayed in
bringingits false advertising claim. therefoeis sensible to addrefise two claims separately.
l. Trademark Infringement Claim

A lengthy, unexplainedelayin seeking relietalls into question “how urgent the need
for [preliminary] equitable relief really is."Michigan v. U.S. Army Corps of Eng'1867 F.3d
765, 788 (7th Cir. 2011)Redbox’s eighteemonth delayn seeking relief on its trademark
claimis more than long enough to raise serious doeddrding theppropriateness of granting
the“extraordinary remedybf a preliminary injundon. Winter v.NRDC, 555 U.S. 7, 24 (2008).
Several courts of appeals have affirmed derf@lseversed grant®f preliminary injunctions
because aomuchshorter delays filing suit. Sege.g, Garcia v. Google, In¢.786 F.3d 733,
746 (9th Cir. 2015) (en banc) (five-month del&pple, Inc. v. Samsung Elecs. (878 F.3d
1314, 1325-26 (Fed. Cir. 201&efveralmonth delay) Tough Traveler, Ltd. v. Outbound Prods.
60 F.3d 964, 968 (2d Cir. 1995) (nine-month delagg alsdxmation, Inc. v. Switch Bulb Co.
2014 WL 5420273, at *7-8 (N.D. Ill. Oct. 23, 201#ur-and-a-half month delay)vB Fin.
Bank, N.A. v. MB Real Estate Sen2003 WL 22765022, at *8 (N.D. Ill. Nov. 21, 2008)dht
month delay). The longest sudblayever permitted by the Seventh Circuit appears to be nine
months. See Vaughan Mfg. Co. v. Brikam Int’l, In814 F.2d 346, 351 (7th Cir. 1987),
overruled on other groundsy Two Pesos, Inc. v. Taco Cabab@5 U.S. 763, 766 n.4 (1992).

A recern survey of fedal trademark decisions concludist “if the delay is greater than 12



months, preliminary injunctive relief is usually denfeddcCarthy suprg 8§ 31:31 (citing
Sandra Edelman & Fara S. Sundddglay in Filing Preliminary Injunction Motions: 2015
Edition, 105 Trademark Rep. 1012 (2015)).

Redbox cites only one case whermetay (two yearslpngerthan its delay herdid not
defeat preliminary injunctive reliebut that decisiomcorrectlyconflated the laches and
irreparableharm stadards in holding that thaelaydid not defeairreparable harngiven thatthe
defendant could not prove detrimental relian8eeMarathon Petroleum Co. v. Mt. Everest
Real Estate Holding Cp2012 WL 5272508, at *2 (E.D. Wis. Oct. 24, 201®ith respect, that
analysis misses the mamkhether thalefendanhas detrimentally relied on a delay does not
affect whether thelaintiff has suffered irreparable harm.

It is true that a lengthy delay mightt undermine a claim of irreparable hafrthie delay
was*“caused by the plaintiff's ignorance of the defendant’s competing prodtieé plaintiff's
making good faith efforts to ingégatethe alleged infringemerit. Tough Traveler60 F.3d at
968. But Redbox has neuchexcuse having admitted imn interrogatoryesponsehat it
learnedof DVDXpress’s red kiosks in€arlycalendar yea2016.” Doc. 65-3 at 8. Ahe
hearingon its motion Redbox’s counsel asserted that, at first, only loereel employees knew
of DVDXpress’s allegedhfringement. But that assertiofs notbacked by evidenae the
record, andn any evenRedbox does not explain why it would be relevant to determining when
it, as acompanylearned of the infringement.

Standing alone, Redbox’s unexplaireghteeamonth delay in seeking injunctive relief
on its trademark claim preclusla finding of irreparable harmlcing on the cake is provided by
theJanuaryl, 2017 emaifrom Redbox’s CEQwhich statedhat the compankad already

looked“many times”into the matteof DVDXpress’s red kiosks and concluded that there was



no infringement. Doc. 65-15 at 2 hdtemaildemonstratethatRedbox was “well aware of [its]
rights and had concluded that they were not violatdai Doherty Assocs., Inc. v. Saban
Entmt, Inc., 60 F.3d 27, 39 (2d Cir. 1995MHaving decided, at the highest levahd after
multiple inquiries, that DVDXpress was not infringing its tradermaRedbox cannot now
assert—at least not persuasivehthat the infringement is so obvious and harnthal ta
preliminary injunction is warrantedSeeKrueger Intl, Inc. v. Nightingale In¢.915 F. Supp.
595, 613 (S.D.N.Y. 1996) (Sotomayor, J.) (“I decline to manufacture a sense of urgency that is
not supported by plaintiff’'s own condut.

BecausdRedbox has not demonstrated irreparable harm as to its trademark infringement
claim, itsmotion for a preliminary injunction afatclaim is denied.SeeGraham v. MedMut.
of Ohiq 130 F.3d 293, 294 (7th Cir. 1997) (affirmitigg denial ofa preliminary injunction
because the plaintiff “ha[d] not demonstrated that [she] will suffer irrbfgalearm by the denial
of this injunction”) (internal quotation marks omitteBRRK Brands, Inc. v. Nest Labs, In28 F.
Supp. 3d 765, 770 (N.D. Ill. 2014) (Posng), (denyinga preliminary injunction becaugshe
plaintiff had not demonstrated irreparable harm, and noting that “[w]ithout irtdpdrarm
there’s no reason to award the plaintiff any relief before the merits ofaims are determined
after a full itigation”).
1. False Advertising Claim

Redbox argues that it has not delayed at all in bringing its false advertisingeslaim,
though it admittedly learned of DVDXpres€smparativeadvertising campaign iearly 2016,
because iseekgelief based aly on DVDXpress’s advertisingegardingDVDs released
between December 2016 and July 2017. Doc. 72 at 16-17thBabntentof DVDXpress'’s

advertising—"Rent it here first 28 days before ... Redbox”—has not changed since early 2016,



even if themovies to which the slogan referred have change@asDVDswere releasedlf
thatcomparativeadvertisingclaim was false when Redbox learradzbut it in early 2016, then
Redbox should have brought suit then, rather than waiting over a year to challenge it.

At the hearingRedboxmaintairedthatDVDXpress’scomparativeadvertising was only
“partially false” in early 2016and that Redbox brought suit whitse advertisingopecame false
as to more DVDB. According to Redbox, thhange occurred whets new ageementsith
WarnerBros, Fox, and Universal Picturelecreased the delay between a DVD'’s release and its
availability at Redbox kiosksRedbox cite:ews reports of thee agreements in its regiyief,
although the agreements themselves are not iretieed. Doc. 72 at 17 n.42. Theewsreport
of theWarner Br@. agreement islated May 22, 2017he report of the Fox agreement is dated
July 13, 2017; anthe report of the Universal agreement is dddedember 21, 2017bid.

If Redbox did in fact have a 2By delay foall Warner Bros., Fox, andniversal DVDs
in early 2016, and then filed suit shortly after tiesv agreements eliminated or reduced the
delay, then Redbox perhaps could not helfed forwaiting to seekelief, for it would have done
soas soon as DVDXpress’s advertising became false. But out of the twentgedentmovies
that Redbox claims it had available within twerfght days of their release dat#sdentifies
only eight that were distributed bWarne Bros, Fox, orUniversa) leaving sixéen that were
distributed by other studios. Doc. &lat 1135(d), 35(h), 35(i), 35()), 35(k), 35(l), 43, @&J.
(Redbox identifies twelve additional movies thaglleges DVDXpressfalselyadvertisedo
have twentyeight days before RedboXd. at Y45-46. But Redbox does not say whensio
allegedly false advertisements were madeshen the DVDs were releaséet aloneidentify the
studios that distributed ¢im, so they do not affect tlessessmermtf Redbox’s delg.) And,

significantly, Redbox points to revidence thaDVDXpress'scomparativeadvertisingas to



DVDs from thee other studios asany less false in early 2016 thiakrnvaswhen DVDXpress
sent its ceasanddesist letter o April 10, 2017, or when it filed suit on July 31, 20FE\ven as
to the Warner Bros., Fox, and Universal DVDs, Redbox itshowledgsthat the28-day
delaydid not applycategoricallybeforeits agreements witthose studiosrere amendedDoc.
72 at 5. That isconfirmed by the fact thagut of the eight DVDs distributed hlgose three
studios all of which Redbox claims to have made available fewer tihanty-eightdays after
their release dateye were released befotke new agreements went into effe@oc.61-1 at
11135(h), 35(i), 35(j), 35(k), 35(1).

Given that onlythree of the twentyour DVDs identified byRedboxwere plaugbly
affected by the newgreements, it cannot be that DVDXpressimparativeadvertisingoecame
substantially false as a result of those agreemémd.Redbox has not identified any other
reason why DVDXpress’s advertising would have been any less false)ir2@aé, wien
Redboxfirst learned about ithanit wasin April or July 2017. Indeed, the abokeferenced
email shows thaby January 1, 2017 at the latest]easbne Redbox official believeithat
DVDXpresshad engaged itialse advertising” because “[w]e are day and date for most
[DVDs.]” Doc. 65-15 at 2.

Redbox’s delay in asserting its false advertising claim, thereforen regarly 2016, at
the same time as its delay in asserting its trademark infringement dlaefalse advertising
delayarguablyended earlier, however, as Redlsextits ceaseanddesist letter to DVDXpss
on April 10, 2017, some three months before filing suit on July¥Zt there is good reason not
to stop the clock when the letter was sent. If the letter had led to negotiatibid\id Xpress,
then Redbox perhaps could not be fadifor waiting tosee if the dispute could be resolved out

of court. See Times MirroMagazines, Inc. v. Las Vegas Sports News,, 1212 F.3d 157, 169



(3d Cir. 2000) (holding that fifteen-month delay did not underminiee plaintiff's claim of
irreparable harm because the delas “attributable to [settlement] negotiations between the
parties”). But DVDXpress never answered the letf@oc. 29 at p. 30, 1 68, and Redbox
proceeded to wad further threenonths before filing suit. That delay, no less tharfifteen-
month delay precedinte letter,severely undermines any sense of urgehay might otherwise
have attached to Redbox’s request for preliminary injuncélief. See New Dana Perfumes
Corp. v. Disney Store, Incl31 F. Supp. 2d 616, 630 (M.D. Pa. 2001) (holding that a five-month
delay after sending a ceaaeddesist letter, in addition to a twaonth delaypeforesending the
letter, undercut a claim of irreparable harm).

In sum, Redbox’sighteernmonth delay in seeking injunctive relief its false
advertising claindefeatdts assertiorof irrepardle harm, just as it did for itsademark
infringement claim.And even if the delay is deemed to hameledwhen Redbox sent the cease
anddesist letter, Redbox still could not demonstrate irreparalote, lees difteen-month delay
remainswell outside of the twelve-month window beyond which federal courts usually decline
to grant preliminary injunctionsSeeMcCarthy,supra 8§ 31:31. It would be particularly
inappropriate to make an exceptioere whae Redbox’s CEO received an ems@dvenmonths
beforesuit was filedrom a company official describingVDXpress’scomparativeadvertising
as “false” as to “most” of Redbox’s DVD®oc. 6515 at 2. Again, the court “decline[s] to
manufacture a sense wifgency that is not supported by plaintiff's own conduétrueger, 915

F. Supp. at 613No preliminary injunctiorwill issueon the false advertising claim

10



Conclusion

Redbox’s motion for @reliminary injunctions denied.

di1ie—

March?9, 2018

United States District Judge
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