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In the present economic climate, online auctions may be viewed by 
many people as part of a strategy to beat the credit crunch, as they 
offer for sale that unwanted gift or unused barbecue (if they are sub-
ject to British weather) on Internet auction sites. Not every seller’s 
motives are innocent, however, and online auctions have been used 
by the unscrupulous to sell counterfeit and other unlawful goods.

As a result, online auction sites have been faced with legal pro-
ceedings in a variety of jurisdictions, as luxury brand owners seek to 
hold companies such as eBay jointly liable with sellers for trademark 
infringement. We provide an overview of some of the recent cases in 
Europe and the United States. 

United Kingdom

The English High Court considered the issue of eBay’s joint li-
ability in a lengthy judgment from Mr. Justice Arnold in L’Oréal 
S.A., et al. v. eBay International AG, et al [2009] EWHC 1094 (Ch). 
While most of the decisions in Europe and the United States have 
been in eBay’s favor, there are some notable differences in the deci-
sions of the courts of the different EU member states when faced 
with similar facts, despite efforts to harmonize European trademark 
law and the application of Europe-wide directives.

Justice Arnold suggested in the introduction to his judgment that 
this is because:

• the law on accessory liability in Europe has not been 
harmonized, so that is still a matter for national law; and

• the relevant European legislation is unclear, and the European 
Court of Justice (ECJ) either has not ruled on its interpretation 
or has yet to provide a clear answer.

Joint Infringement
L’Oréal claimed eBay was jointly liable with individual sellers of 

counterfeit goods, parallel imports (goods first put on the market 
outside the European Economic Area (EEA)), tester products and 
unboxed products via its auction sites to customers in the United 
Kingdom because eBay had procured any resulting trademark in-
fringement or participated with the sellers “in a common design.”

The difficulty for the court was that the issue of eBay’s joint li-
ability “required the application of well-established principles to a 
new and rather different scenario to those [scenarios to] which they 
ha[d] previously been applied.” The leading UK cases on joint li-
ability concern copyright infringement, in relation to the sale of 
tape recorders, and patent infringement.

The court expressed sympathy with L’Oréal’s assertion that eBay 
could do more to deal with trademark infringement by its users, and 
noted that eBay both facilitates and profits from the infringements. 
Nonetheless, it found that this was not enough to make eBay jointly 
liable for infringement, as eBay did not procure the infringements 
or enter into a “common design” with the infringers, and that eBay 
was under no legal duty to prevent such infringements.

Tester Products and Unboxed Products
Before reaching a decision on joint liability, the court held that 

all the products concerned infringed L’Oréal’s trademarks, either 
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because they were counterfeit or because they had been put on the 
market in the EEA without L’Oréal’s consent. The court also con-
sidered whether the sale of tester products, many of which were 
marked “not for sale,” or unboxed products also infringed L’Oréal’s 
trademarks for the same reason, but did not resolve those issues.

With tester products, the issue was whether L’Oréal’s trademark 
rights were exhausted when it transferred the products to third par-
ties. In other words, had they been “put on the market” in the Euro-
pean Community within the meaning of Article 7 of the European 
Trade Marks Directive? The judge noted the judgment of the Ger-
man Federal Supreme Court (BGH) in a case also involving L’Oréal 
and eBay (Case I ZR 63/04 Perfume Tester Bottles, Bundesgericht-
shof ), which held that L’Oréal’s trademark rights in tester bottles 
were exhausted, even though the testers were not sold by L’Oréal to 
third parties. However, he thought that the matter was not acte clair 
and that it was arguable that the BGH’s decision was incorrect, so 
he referred the matter to the ECJ.

As to unboxed products, L’Oréal claimed that their sale was con-
trary to the European Cosmetics Products Directive, which speci-
fies that certain information must be included on the packaging of 
cosmetic products when sold, and therefore L’Oréal had a legiti-
mate reason to oppose their further commercialization. L’Oréal also 
claimed that the sale of unboxed products damaged the image of 
the products and also the reputation of the trademarks, resulting in 
trademark infringement. The judge found that these were issues on 
which guidance from the ECJ also was required.

Injunction
L’Oréal claimed that it was entitled to an injunction against eBay 

to prevent future infringements by eBay’s users.
Article 11 of the Directive on the Enforcement of Intellectual 

Property Rights allows trademark owners to apply for an injunction 
against intermediaries whose services are used by a third party to 
infringe intellectual property rights.

The judge looked at three decisions of the BGH in cases brought 
by Rolex against eBay and another online auction website, which 
are discussed below. The BGH held that in certain circumstances 
the claimants were entitled to limited injunctions against online 
auction sites. However, the UK court ruled that the scope of the 
injunctive relief required by Article 11 was not clear and that guid-
ance should be sought from the ECJ.

Primary Infringement
The third limb of L’Oréal’s claims was that eBay was primarily 

liable for trademark infringement for use of L’Oréal’s trademarks in 
relation to infringing goods (1) in links sponsored by eBay on the 
results pages of search engines such as Google and (2) on eBay’s web-
site, where trademarks are listed to help users refine their searches.

Article 5(1)(a) of the Trade Marks Directive provides that the 
proprietor of a registered trademark may prevent third parties from 
using “in the course of trade” any sign that is identical to his mark in 
respect of goods and services identical to those for which the mark is 
registered. While the judge determined that the uses made by eBay 
of L’Oréal’s marks were “in the course of trade,” he determined that 
guidance from the ECJ was required regarding whether:

• eBay’s use of L’Oréal’s trademarks amounted to the type of “use” 
that falls within Article 5(1)(a);
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• the use of L’Oréal’s marks was “in relation to” all goods listed on 
eBay under the relevant trademark at the time when the spon-
sored link or search option was displayed, which included in-
fringing and non-infringing goods; and

• the fact that some of the sponsored links and search options 
pointed to listings for non-EEA goods could constitute infringe-
ment. eBay argued that the listings did not necessarily entail 
putting the goods on the market in the United Kingdom, as it 
was up to the sellers whether they sold items to UK customers.

Article 14 of the E-Commerce Directive
eBay argued that even if it were otherwise liable for trademark 

infringement it had a defense under Article 14 of the E-Commerce 
Directive. This article limits the liability of information service pro-
viders where they act as mere hosts of information, provided they 
have no actual knowledge of any illegal activity and on obtaining 
such knowledge they act quickly to remove or disable access to 
the information. As L’Oréal refused to participate in eBay’s VeRO 
(Verified Rights Owners) program, eBay argued that it could not 
have had the knowledge or awareness required for loss of immunity 
under Article 14. eBay further argued that if L’Oréal’s claim were 
upheld it would impose a general obligation to monitor, contrary 
to Article 15 of the E-Commerce Directive. The judge preferred 
L’Oréal’s argument that Article 14 is limited to activities of a techni-
cal nature and acknowledged that eBay was generally aware of the 
illegal activity, but also referred this issue to the ECJ.

France

Shortly before the UK High Court’s judgment was rendered, the 
Court of First Instance of Paris issued its decision in similar pro-
ceedings between L’Oréal and eBay. Case RG 07/11365, L’Oréal SA 
v. eBay France SA, Tribunal de Grande Instance, May 13, 2009.

The French proceedings focused on French Law 2004-575 (which 
implements the E-Commerce Directive in France) and the differ-
ence between website editors (who do not benefit from the defense 
under Article 14, as they are responsible for the content of their 
sites) and website hosts.

The court ruled that eBay was a host and could not be held ac-
countable for the sale of fake products on its site unless knowledge 
of specific infringing content was brought to its attention and it 
failed to remedy it. Judge Elizabeth Belfort found that through its 
anticounterfeiting measures eBay had fulfilled its obligations to 
L’Oréal. Nonetheless, the parties were ordered to take part in media-
tion, with a view to putting more effective measures in place.

The outcome of this action conflicts with an earlier decision of the 
French Commercial Court in a case brought by the LVMH Group, 
where eBay was found to be liable for the sale of infringing goods 
via its websites. The court held that eBay did not benefit from a 
defense under Article 14, as eBay was not a mere host and therefore 
had a responsibility to monitor the content of its website, which it 
had not fulfilled.  Parfums Christian Dior and others c/ eBay Inc, eBay 
International AG, Tribunal de Commerce de Paris 1ère chambre B, 
Judgment of June 30, 2008 This decision is under appeal.

Germany

Four decisions of the BGH are seen as the leading authorities 
in Germany on the liability of online auction sites for trademark 
infringements committed by their users. Case I ZR 304/01 Internet 
Auction I, Bundesgerichtshof, March 11, 2004; Case I ZR 35/04 

Liability of Online Auctioneers Continued from previous page

Internet Auction II, Bundesgerichtshof, April 19, 2007; Case I ZR 
73/05 Internet Auction III, Bundesgerichtshof, April 30, 2008; and 
Case I ZR 18/04 Media Unsuitable for Minors at eBay, Bundesgerich-
tshof, July 12, 2007. The first three cases listed involved counterfeit 
ROLEX watches offered for sale on www.ebay.de, where the online 
description of the watches stated that the watches were counterfeit.

In view of these cases, the law in Germany appears to be that an 
online auction site is not liable as a perpetrator or as an accessory if a 
seller infringes trademark rights, because (1) the online auction site 
does not offer or sell the counterfeits and, thus, is not committing a 
trademark infringement itself and (2) the online auction site is only 
hosting content provided by users. As this happens automatically, 
there is no natural person who can act with the recklessness or intent 
necessary to form the mental element required for being liable as an 
accessory under German law.

However, the online auction site can be liable as a secondary in-
fringer if the trademark infringement is known and the offending 
listing is not deleted or if reasonable and technologically feasible 
measures to avert such future infringements are not implemented. 
Based on the BGH’s decisions, it appears that infringements are 
“known” by the online auction site if they can recognize them as 
such, for example, because the goods are described as “counterfeit”; 
the infringer was involved in a prior infringement; or the goods can 
be identified as being illegal, such as banned CDs and computer 
games that can be identified by their titles.

The BGH recognized that it is not “reasonable” to control each 
and every offer and that the obligation to control offers is limited in 
that it must not put the business model of the online auction site 
at risk. Furthermore, if there are no characteristics of a product that 
show that it is a counterfeit and/or no data in the listing that allow 
filtering software available to the online auction site to identify it 
as being an infringing product and block it, the online auction site 
cannot reasonably be required to control offers related to it. Accord-
ingly, the BGH concluded that there is an obligation to control only 
with respect to easily identifiable infringements. In such cases, if the 
obligation to control is not properly fulfilled, the online auction site 
will be liable as a secondary infringer.

Despite Germany’s having no doctrine of following precedent, 
these decisions have basically been followed by the lower courts, and 
in one recent decision, filtering software implemented by eBay was 
regarded as sufficient to fulfill eBay’s obligation to control. Case 16 
O 164/09, District Court of Berlin, July 21, 2009

In three cases brought by L’Oréal in Germany in 2007, the court 
largely followed the decisions of the BGH. These cases concerned 
the sale of L’Oréal products on eBay without their original pack-
aging, and in each case the District Court of Hamburg awarded 
L’Oréal an injunction against eBay. L’Oréal warned eBay of the in-
fringing items, which were removed, but were then offered for sale 
again by the same users a few days later. L’Oréal brought a claim 
for an injunction on the basis that, having been informed of the 
infringements, eBay was under an ongoing obligation to prevent the 
sale of the items. The court agreed and held that eBay was obliged to 
technically or even manually control offers for sale in the future.

However, one of the cases was successfully appealed by eBay to 
the Hanseatic Higher District Court (HHDC), which held that 
L’Oréal had not proven that the sellers were acting in the course of 
conducting a business, that the goods offered did in fact infringe 
L’Oréal’s trademarks or that the offers had an impact in Germany.

The situation in Germany is a little blurred by another HHDC 
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decision, regarding a counterfeit chair bearing the trademark of the 
claimant that was offered for sale on an online auction. The HHDC 
found that the auction site was liable for aiding and abetting by 
omission the trademark infringement committed by the seller. Case 
3 U 216/06 Liability of an Online Auction Website for Trademark In-
fringements, Hanseatic Higher District Court, July 24, 2008. At the 
time this article was written, the decision was on appeal.

United States

In the United States, Tiffany brought suit against eBay for di-
rect and contributory trademark infringement, false advertising and 
trademark dilution, with regard to the sale of counterfeit jewelry on 
eBay. Tiffany (NJ) Inc. and Tiffany And Company v. eBay Inc., 576 F. 
Supp. 2d 463 (S.D.N.Y. 2008)

In asserting its primary infringement claim, Tiffany acknowledged 
that individual sellers and not eBay were responsible for selling the 
counterfeit merchandise. Nonetheless, Tiffany asserted, eBay was li-
able for contributory infringement because eBay knew that sellers 
posted and sold counterfeit items on its site and it failed to take ap-
propriate measures to control or prevent this illegal activity.

In addition, Tiffany asserted that the use of its marks by eBay 
and the advertising of counterfeit goods as authentic goods on eBay 
constituted trademark dilution and false advertising. In response, 
eBay claimed that its policies to remove potentially infringing list-
ings when such listings were reported to eBay and to remove repeat 
offenders, even if inconsistently applied, were sufficient measures 
to avoid its being deemed a contributory infringer. eBay further as-
serted that the law did not require it to monitor its website and pre-
emptively remove listings of counterfeit TIFFANY jewelry before 
such listings were made public. Rather, it argued, the duty to police 
the online marketplace for counterfeit goods belongs to the brand 
owner, not the operator of the online marketplace.

In reaching its decision, a U.S. district court in New York reiter-
ated that liability for contributory infringement is not based on a 
reasonable anticipation of infringement, and requires that the party 
knew or had reason to know of specific infringing activity. In apply-
ing this standard, the court found that eBay did not have knowledge 
of specific infringing activity and took action to remove any infring-

ing items once Tiffany provided notice that it believed such goods 
were counterfeit. As a result, the court held that eBay lacked the 
specific knowledge required for contributory infringement and took 
sufficient steps to preclude liability once the requisite knowledge 
was obtained. In addition, the court considered that eBay was not 
liable for dilution or false advertising, as eBay did not apply the TIF-
FANY mark to its own products and the false advertisements were 
the responsibility of the seller.

However, if anyone thought the position in the United States was 
clear following the Tiffany case, in August of this year a U.S. district 
court in California, in ruling on a claim brought by Louis Vuitton 
Malletier, S.A., found that two Internet service providers and their 
owner were liable for contributory trademark infringement for host-
ing websites that sold counterfeit LOUIS VUITTON goods. Louis 
Vuitton Malletier, S.A., v. Akanoc Solutions, Inc., et al., CV07-03952 
JW (N.D. Cal. 2007). As in the Tiffany case, the court considered 
whether the Internet service providers had knowledge of infringing 
activities. However, while the judge in the Tiffany case held that 
communications sent by Tiffany to eBay regarding the amount and 
volume of infringing sales were too generalized and not sufficient for 
the court to infer that eBay had knowledge of specific infringing ac-
tivity, in the Louis Vuitton case the judge held that similar evidence 
was sufficient to allow the court to infer the required knowledge.

Conclusion

In light of the judgments to date, it appears to be the more com-
mon view that online auction sites are not liable for trademark in-
fringements caused by their users and that the burden for monitor-
ing such sites rests with brand owners.

However, in Europe there appears to be some variation of opinion 
as to whether injunctions can be granted against online auction sites 
as a result of infringements by their users and whether auction sites 
are mere hosts for purposes of the E-Commerce Directive.

Many of the judgments discussed above are subject to appeal, 
and, with the UK High Court referring a number of questions to 
the ECJ and a decision pending in Spain, this area of law is long 
from being settled.
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