N THE UNI TED STATES DI STRI CT COURT
FOR THE DI STRI CT OF MARYLAND

VI RTUALI TY L. L. C *
and NOW CORPORATI ON
Plaintiffs *
VS. * ClVIL NO. H-00-3054
BATA LI M TED *
Def endant *
* * * 000 * * *

VEMORANDUM AND ORDER

This civil action arises as aresult of a an internet domain
nanme! di spute between the parties. Besides seeking under federal
trademark |aw a declaratory judgnent ordering that defendant
Bata Limted (“Bata”) has no rights or interests in certain
domain nanmes registered by plaintiff Virtuality, L.L.C
(“Virtuality”), plaintiffs seek conpensatory danmages under
Maryl and | aw.

Presently pendi ng before the Court is defendant’s notion to
di sm ss the conplaint on the grounds that defendant Bata is not
subject to jurisdiction in Maryland either as to plaintiffs

federal claimor as to their clains asserted under Maryl and | aw.

Web pages on the internet are designated by an address
called a “domain nanme.” Sporty's Farm L.L.C. v. Sportsman’'s

Market, lInc., 202 F.3d 489, 492 (2d Cir. 2000).




Menmor anda and exhibits in support of and in opposition to this
noti on have been filed by the parties.

Following its review of the pleadings, nenoranda and
exhi bits, this Court has concluded that no hearing i s necessary
for a decision on the pending notion. See Local Rule 105.6.
For the reasons stated herein, the motion to dismss of
def endant Bata will be granted in part and denied in part.

I

Background Facts

Plaintiff VirtualityisaMchiganlimtedIliability conpany
whi ch, according to the conplaint, is the predecessor to
plaintiff NOW Corporation (“NOW), a Nevada corporation.?
Def endant Bata is a federally chartered Canadi an corporation,
having its headquarters in Toronto, Canada.

Bata and its affiliated conpanies throughout the world are
the registered owners of nunerous registered trademarks which
use the word “PONER” in different fornms. Licensees of Bata have
made extensive use of its POAER trademarks on footwear sold in
the United States and el sewhere throughout the world. Bata is
also the registered owner of the internet domain nanes
“bata.cont and *“powerfootwear.com?” Bata has maintained a
website at “ww. bata.conf since 1995. 1In 1999, Virtuality began
prelimnary work on a website-based busi ness whi ch woul d provi de
internet users with a no-cost search engine. This website was

to feature interactive advertising based upon search engi ne and

2According to defendant Bata, both Virtuality and NOW are
solely owned by the sane individual.
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browser software being devel oped. On Septenmber 29, 1999,
Virtuality registered the domain name “powershoes.coni, and on
April 17, 2000, Virtuality registered the domain nanes
“power shoes. net” and “powershoes.org”. Each of these domain
nanes was registered with domai n nane Regi strar Al abanza, |Inc.
(“ Al abanza”) . On February 10, 2000, plaintiff NOW was
i ncorporated under the |aws of the State of Nevada.

Virtuality has agreed to submt disputes relating to its
three domain names to the Uni formDomai n Name Di spute Resol ution
Policy and Rules of the Internet Corporation of Assigned Nanes
and Nunmbers (“I1 CANN’). On July 21, 2000, Bata filed a conpl ai nt
against Virtuality before a dispute resolution provider
aut horized by I CANN. That provider is known as “eResol ution”
and is headquartered in Mntreal, Canada. I n that conpl aint,
Bata sought to cancel, pursuant to the aforesaid Policy and
Rul es, Virtuality’s domai n names “power shoes. com”
“power shoes. net” and *“powershoes.org.” Since Virtuality has
agreed to submt domain nanme disputes to a dispute resolution
provi der authorized by | CANN, Bata challenged in the eResol uton
adm ni strative proceeding Virtuality' s right to use the three
domai n nanes at issue.

On August 28, 2000, Virtuality filed with eResolution its
response to Bata’'s conplaint in the adm nistrative proceedi ng.
Plaintiff NOWdid not join in that response nor did plaintiff
NOW participate in any way in the Canadian admnistrative
proceedi ng. Riccardo Roversi was the single adjudicator chosen

by eResolution to decide the domain nane dispute between



Virtuality and Bata.
On Septenmber 20, 2000, M. Roversi rendered his decision

He

found (1) that Virtuality’'s domain nanes were confusingly
simlar to Bata s registered domain nane “powerfootwear.coni;
(2) that Virtuality was nmaking no legitimte use of its domain
names; and (3) that Virtuality's behavior fell wthin the
definition of “bad faith” established by Article 4(b)(1) of
| CANN's Uniform Domain Nanme Dispute Resolution Policy.
Accordi ngly, M. Roversi ordered that the domain nanes
“power shoes.com ” “powershoes.net,” and “powershoes.org” be
transferred to Bata. No deci sion was nmade by the adjudicator
with respect to any interests which NOW mght have in
Virtuality' s domain nanes.

As required by the I CANN Policy and Rul es, Bata had agreed
t o:

submt, with respect to any challenge to a
decision in this admnistrative proceeding
canceling or transferring the domain nane,
to the jurisdiction of the Courts in at
| east one specified Mutual Jurisdiction (as
that termis defined in the Policy).

Under the Policy and Rul es, Bata therefore had, if there was
a court challenge to a decision in the admnistrative
proceedi ng, the choice of electing either the jurisdiction of
the court where the regi stered owner of the domain nane at issue
carried on its business or the jurisdiction of the court where

t he domai n nane Regi strar Al abanza carried on its business. As
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its choice of jurisdiction for any challenge by Virtuality to
t he adverse decision rendered in the Canadian adm nistrative
proceedi ng, Bata elected the jurisdiction of the court where
Regi strar Al abanza did business. Al abanza carries on its
busi ness in Baltinore, Maryl and.

On Cct ober 11, 2000, plaintiffs filed the pending conpl ai nt

inthis Court.® |nter alia, they assert that the adjudicator’s

award contains material errors of fact and nisrepresentations
and they seek appropriate redress in this civil action.
Il

Plaintiffs’' Clains

Count | of the conplaint is brought under federal trademark
| aw and asks this Court to order that plaintiff’s use of the
domai n nane “powershoes” does not cause confusion as to the
origin, sponsorship or approval of the owner of the registered
mark “POVNER’ and that plaintiff has all rights and interests in
its three regi stered domai n nanes.

Counts Il - VIl seek conpensatory damages under WMaryl and
law. Count 11 alleges that defendant Bata published false and
defamatory statements in the admnistrative proceeding and
branded plaintiff a “cybersquatter.” Count 11l asserts that
def endant Bata caused statenents to be published slandering

plaintiff's title in nmultiple domain name registrations and

3On October 5, 2000, an al nost identical conplaint was fil ed
by plaintiff NOWin the United States District Court for the
Eastern District of Mchigan. Wen counsel for NOWI earned that
Bata had el ected the Maryland jurisdiction of the Registrar for
the conduct of the litigation, NOW and Virtuality filed this
action in this Court on October 11, 2000.
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associ ated busi ness units.

Count IV is based on a theory of conversion by fraud. It
is alleged that defendant Bata caused to be published over the
wor | dwi de i nternet statenments which were fal se and cal culated to
cause the arbitrator to m stakenly order a transfer of severa
domain nanme registrations fromplaintiff to defendant. Count V
seeks a recovery for “reverse passing off.” It is alleged that
plaintiff is the proper owner of the mark “powershoes” for
i nternet and marketing services and that defendant does not have
any right to the powershoes series of domain nanes.

Count VI seeks a recovery for fraud and unfair conpetition.
In Count VII, plaintiffs allege that defendant’s conduct
constituted tortious interference with a prospective econom c
advant age.

As relief, plaintiff seeks a declaratory judgnent,
conpensatory damages, punitive danmages, attorneys’ fees and
costs.

11
Applicable Principles of Law

Under Rule 12(b)(2), F.R Civ.P., a civil action is subject

to dismssal if the forum court |acks the requisite personal
jurisdiction. In support of its nmotion to dism ss, defendant
Bata argues that this Court l|lacks jurisdiction of plaintiffs’
Count | claim because, according to the conplaint, the three
domain nanmes were assigned by Virtuality to NOW and because
Bat a has never consented to jurisdiction in Maryland of any suit

brought by NOW Rule 17(a), F.R Civ.P. requires that every



action be comenced in the nane of the real party in interest.

In support of its motion to dismss Counts Il - VII,
def endant Bata argues that it is not subject to either the
specific jurisdiction or the general jurisdiction of this Court
by virtue of any activities within Maryland. Wth respect to
causes of action not raising federal questions, personal
jurisdiction may be exercised (1) if authorized by Maryland’ s
Long Arm statute, Ml. Code Ann. Cts. & Jud. Proc. 8 6-103 and
(2) if a defendant has “m ni mum contacts” in Maryl and such t hat
the exercise of personal jurisdiction wuld not offend
traditional notions of fair play and substantial justice.
Atlantech Distr., Inc. v. Credit General Ins. Co., 30 F. Supp. 2d
534, 536 (D. Md. 1998). Once a defendant raises a Rule 12(b)(2)

def ense, the plaintiff bears the burden of proving that the
court can exercise personal jurisdiction over the defendant.
Atl antech, 30 F.Supp.2d at 536. A plaintiff’s burden is even
hi gher when the defendant hails from a foreign nation rather

than from another state. Anpbco Egypt Ol Co. V. Leoni s

Navi gation Co., 1 F.3d 838, 852 (9th Cir. 1993).

A court may exercise either specific or gener al
jurisdiction. Specific jurisdiction exists where the claim
arises out of the defendant’s contacts with the forum state.

See Helicopteros Nacionales de Colonbia v. Hall, 466 U.S. 408,

414 (1984). Ceneral jurisdiction permts a court to subject a
non-resi dent defendant to a suit in the forum wholly unrel ated
to any contacts in the forum which resulted in the creation of

the claim General jurisdiction exists only where the foreign



defendant’s in-state activities anmount to “continuous and
systematic” contact with the state. |d. at 414-15.

Appl yi ng these principles tothe circunstances of this case,
this Court concludes (1) that the clainms of plaintiff NOW nmust
be di sm ssed; (2) that defendant’s notion to dism ss Count | of
t he conpl ai nt nmust be deni ed; and (3) that defendant’s notion to

dismss Counts Il - VII of the conplaint nust be granted.

IV
Count |

Al t hough it had previously been i ncorporated on February 10,
2000, plaintiff NOW did not participate in any way in the
Canadi an adm ni strative proceeding. Def endant Bata therefore
did not consent under | CANN Policy and Rules to jurisdiction in
Maryl and of any court challenge by plaintiff NOWto the deci sion
rendered by the adjudicator Riccardo Roversi. As defendant Bata
notes, the <conplaint alleges that assets of Virtuality,
i ncl udi ng ownershi p of the domai n nanes at i ssue here, have been
transferred by plaintiff Virtuality to plaintiff NOW Defendant
argues that since plaintiff Virtuality is no |onger the
regi stered owner of the domain nanes in question and since Bata
has not consented to the jurisdiction of this Court over any
cl ai m brought by plaintiff Now, Count | of the conplaint should
be di sm ssed for |ack of jurisdiction.

In its opposition to defendant’s notion, plaintiffs assert
that plaintiff Virtuality remains the sole and rightful owner of

t he di sputed domain nanmes. At the tine that the conplaint was



filed, it was expected that Virtuality and NOW woul d have been
nmer ged. However, this never occurred. As indicated by
plaintiffs’ Exhibit 9, submtted with their opposition to
defendant’s nmotion to dismss, Virtuality remains the sole and
ri ghtful owner of the domain nanmes in question.

Def endant Bata argues that plaintiffs have judicially
admtted in the conplaint that follow ng the incorporation of
NOW i n February of 2000, Virtuality's interests in the three
domai n names were transferred to NON Defendant relies on Soo

Line Railroad Co. v. St. Louis Southwestern Rw Co., 125 F.3d

481, 483 (7th Cir. 1997) where the Court, quoting fromKeller v.
United States, 58 F.3d 1194, 1998 n.8 (7th Cir. 1995), stated:

“Judi ci al adm ssions are formal concessions in the pl eadings or
stipulations by a party or its counsel that are bindi ng upon the
party making them”

On the record here, this Court concludes that plaintiff
Virtuality is not bound by the allegations in the conplaint
i ndicating that NOWwas at the tinme the conplaint was filed the
owner of the di sputed domain nanmes. The allegations in question
were, by inadvertence, erroneous and do not amunt to formal
concessions or stipul ations made by counsel for the plaintiffs.?
At the time when the conplaint was filed, counsel for
plaintiffs, out of an abundance of caution, included NOW as a

plaintiff because it was anticipated that the two entities would

“The President of both Virtuality and NOW believed at the
time that the conplaint was filed here that the nmerger had
occurred. On further review of the circunstances, counsel has
now determ ned that no nerger had ever taken place.
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have been nerged by the tinme the conplaint was filed. No such
mer ger ever occurred, and Virtuality therefore renmai ns the owner
at this tinme of the disputed domain nanes. That allegations of
a conplaint are not |ater supported by facts established by the
record is hardly an unusual occurrence. Based on the pl eadi ngs
and exhibits which have now been filed here, this Court is
satisfied that Virtuality is the real party in interest here and
that the claim asserted by it in Count | is not subject to
di sm ssal under Rule 17(a).°®

The Court further concludes that it has jurisdiction over
the federal trademark claimasserted by plaintiff Virtuality in
Count | of the conplaint. Wen it filed its conplaint under the
| CANN Policy and Rules, defendant Bata consented to the
jurisdiction of a court selected by it for consideration of any
challenge to a decision in the adm nistrative proceeding. Bata
el ected during the admnistrative proceeding to submt to a
Maryl and court to hear and adjudicate Virtuality' s challenge to
t he deci sion made in that proceeding. Plaintiff Virtuality has
therefore quite properly brought its federal trademark claim
against Bata in this Court. However, under the circunstances
here, NOW nust be dism ssed as a plaintiff. NOWand Virtuality
wer e never nerged, and NOWdoes not at this time own an interest

in the domain names at issue. Since NOWdid not participate in

SEven i f the Court were to decide that the clai masserted by
Virtuality in Count | should be dism ssed, Virtuality would in
any event be permtted at this early stage of these proceedi ngs
to file an anended conplaint accurately describing the true
ownership of the domain nanmes at issue here.

10



any way in the Canadian adm nistrative proceedi ng, defendant
Bata did not consent to the jurisdiction of this Court as to a
cl ai m brought by NOW agai nst Bat a.
\%
Counts Il - VII

Whet her or not this Court has jurisdiction of the clains
asserted by Virtuality under Maryland |aw involves quite
di fferent considerations. Under 8 6-103(b)(4) of Maryland' s
Long Arm statute, a defendant’s contacts with Maryland nust be
ext ensive, continuous and systemati c before the defendant can be
held to be subject to specific jurisdictionin a Maryland court.

Nichols v. G D Searle & Co., 783 F.Supp. 233, 237 (D. M.

1992). For this Court to be enpowered to assert personal
jurisdiction over Bata as to Counts Il - VII of the conplaint,
the Court nmust find that (1) Bata has certain m ni num contacts
or ties to Maryland such that (2) maintenance of Virtuality's
state law clainms would not offend traditional notions of fair

play and substantial justice. International Shoe Co. V.

Washi ngton, 326 U.S. 310, 316 (1945).

As established by the affidavit of Leslie Tenenbaum Bata’'s
Secretary and Assi stant Gener al Counsel , this Canadi an
corporation does not engage in the manufacture or sale of any
products in the United States. Bata' s headquarters are in
Toronto, Canada. Al though it owns a nunber of trademarks
registered in the United States and in other countries relating
to the “PONER’ brand of athletic footwear and apparel, Bata does

not engage in the sale of such athletic footwear in Mryl and.
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I nstead, it licenses the right to sell POWER footwear products
to distributors in California and New Jersey.

| n opposi ng defendant’ s noti on, plaintiffs contend that even
t hough defendant Bata is not present in Maryland, its admtted
prior website efforts throughout the United States and in
Maryl and constitute a “persistent course of conduct in the
State” under 8 6-103(b)(4). According to plaintiff Virtuality,
the Maryland |egislature intended by 8 6-103(b)(4) to expand
Maryl and’s exercise of personal jurisdiction to the limts
al l owed by the due process clause of the Fourteenth Amendnment.
Plaintiff Virtuality argues that because of Bata s website
activity, the due process clause would not be offended if this
Court exercised jurisdiction over the clains asserted by
Virtuality in Counts Il - VII of the conplaint. This Court must
di sagr ee. Nei t her specific jurisdiction nor gener al
jurisdiction exists insofar as Virtuality's state lawclains are
concer ned.

This case, |ike some of those cited by the parties, involves
the rapidly evolving area of electronic commerce jurisdiction.
See Roche v. Wrld Wde Media, Inc., 90 F. Supp.2d 714, 716 (E.D.

Va. 2000); Coastal Video Communications Corp. v. The Staywel

Corp., 59 F. Supp.2d 562 (E.D. Va. 1999). In determ ning whet her
in a case of this sort due process considerations have been
satisfied, courts have distinguished between active and passive
websi t es. Al ant ech, 30 F.Supp.2d at 537; Zippo Mg. Co. V.
Zi ppo Dot Com Inc., 952 F.Supp. 1119, 1124 (WD. Pa. 1997). An

active site involves situations where a defendant clearly does
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busi ness over the internet. Zippo Mqg., 952 F. Supp. at 1124.

If the defendant enters into contracts with residents of a
foreign jurisdiction which involve the knowing and repeated
transm ssion of conputer files over the internet, personal
jurisdiction is therefore proper. 1d. A passive site involves
a situation where a defendant has sinply posted information on
an internet website which is accessible for users in foreign
jurisdictions. |d. Since a passive site does little nore than
make i nformation available to interested persons, it is not a
ground for the exercise of personal jurisdiction. |d.

Appl ying these principles here, this Court concl udes that,
i nsofar as Counts Il - VII are concerned, it cannot in this case
constitutionally assert in personamjurisdiction over defendant
Bata because of Bata's maintenance of a website presence in
Maryl and posted by a website provider located in Toronto,
Canada. Bata's site is clearly a passive one, inasmuch as Bata
does not sell products nor conduct any other commercial activity
for profit over the internet. Sales of POAER brand footwear in
Maryl and are handl ed by |icensees of Bata. As Chief Judge Mtz
held in Atlantech, contacts with Maryland of the type invol ved
here are insufficient to constitutionally subject a non-resident
def endant to the general personal jurisdiction of this Court. 30
F. Supp.2d at 537. As in Alantech, defendant Bata did nothing
nore here than place information on a website on the internet
with the know edge of a possibility that soneone in the State of
Maryl and m ght access the site. 1d. In refusing to exercise

personal jurisdiction based on contacts simlar to those
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i nvol ved here, the Court in Roche stated:

Such a finding of personal jurisdiction,
based on the fact that a web page is
accessi bl e I n Vi rginia, could | ead,
alarmngly, to nationwi de jurisdiction over
def endants—er to anyone who posts a web
page for t hat matter. .. G ven the
indefinite and infinite nature of the
I nternet, and the accessibility of the World
Wde Web to anyone with a |aptop conputer
and a tel ephone line, such a finding would
not only be unconsti tutional, but
egregiously inpractical for purposes of
judicial econony.

90 F. Supp.2d at 719.

Finally, there is no nmerit to plaintiffs’ argunent that
Bata, by filing a conplaint under the I CANN Policy and Rul es,
consented to jurisdiction in Maryland for the purpose of its
consideration of plaintiffs’ comon |aw and statutory clains.
Clearly, Bata's consent to the jurisdiction of this Court for
the limted purpose of reviewing the Canadian adm nistrative
deci si on cannot serve as the basis for the Court’s exercise of
general jurisdiction in Maryland as to other clains asserted by
Virtuality. Bata’s consent to jurisdiction related solely to
the dispute between it and Virtuality as to the ownership of the
domai n nanes at issue.

Vi

Concl usi on

For the reasons stated herein, it is this day of

April, 2001 by the United States District Court for the District
of Maryl and,

14



ORDERED

1. That the motion to
Limted is hereby
in part;

2. That the clainms of
her eby di sm ssed;

3. That the notion to
Limted is hereby
conpl ai nt;

4. That the notion to
Limted is hereby
IV, V, VI and VII

5. That defendant

to file within 15

of the conpl aint.

di sm ss of defendant Bata

granted in part and deni ed

pl ainti ff NOW Cor poration are

di sm ss of defendant Bata

deni ed as to Count | of the

di sm ss of defendant Bata
granted as to Counts |1, II1,

of the conplaint; and

Bata Limted is hereby directed

days an answer to Count |

Seni
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or United States District Judge



