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INTRODUCTION

This controversy involves a dispute between competitors of software created for use
by pure bred dog, cat and horse breeders. John F. Tamburo d/b/a Man’s Best Friend
Software (“Plaintiff”) brings this action because James Andrews d/b/a K9Ped (“Defendant”)
conveyed verifiable information about Plaintiff on the Internet. None of the information
posted on the Internet was untrue, false or otherwise misleading. The Plaintiff brings this
action in Illinois where personal jurisdiction does not exist over Defendant. In essence, the
Jawsuit underlying this appeal represents nothing more than an outlet for Plaintiff to harass
Defendant. For the reasons stated below, the trial court correctly granted Defendant’s
Motion to Dismiss (“Defendant’s Motion™), and this Court should affirm the trial court’s
order.

STATEMENT OF FACTS'

1. Defendant is a resident and citizen of Oregon. R. C27 (1st Am. Compl. § 3); R.
C157-58 (Andrews’ Affidavit 172, 3,7, 8,9). He has minimal contacts, if any, with
Illinois. Id.

2. In September 2001, Defendant became aware of repeated complaints involving
Plaintiff's products and customer service. See R. C31 (1st Am. Compl. 118, 28).

3. In addition, Defendant learned that Plaintiff was involved in bankruptcy proceedings
before the United States Bankruptcy Court for the Northern District of Illinois and that
Plaintiff had previously filed for bankruptcy five times. See R. C28 (1st Am. Compl. § 10).

4, Based on the information he learned, Defendant posted truthful statements about

! Defendant objects to Plaintiff’s Statement of Facts as being argumentative, inaccurate, and undeniably
subjective. See Appellant’s Brief pp. 11-14. However, as many of the facts stated by Plaintiff are irrelevant to
the issues on this appeal, Defendant declines to respond to each objectionable statement of fact within its
supplemental Statement of Facts. Rather, the Defendant relies on citations to the record contained within the
body of his memorandum below.

10



Plaintiff on the Internet. See R. C28-33 (1st Am. Compl. 4110, 17, 18, 28, 30, 37).

5. In fact, none of the information posted on the Internet was untrue, false or otherwise
misleading. See R. C28-33 (1st Am. Compl. §{ 10, 17,18, 28, 30, 37).

6. Plaintiff disliked the publication of the truthful statements and filed the underlying
lawsuit against Defendant. R. C.

STANDARD OF REVIEW

A motion to dismiss under section 2-615 of the Tllinois Code of Civil Procedure (the
“Code™) tests the legal sufficiency of the plaintiff's claim. 735 ILCS 5/2-615. A motion to
dismiss under section 2-619 of the Code admits the legal sufficiency of the plaintiff's claim,
but asserts certain defects or defenses outside the pleading that defeat the claim. 735 ILCS

5/2-619; see also Wallace v. Smyth, 203 Til. 2d 441, 447, 786 N.E.2d 980, 984 (111. 2002).

When reviewing a lower court's dismissal of claims pursuant to sections 2-615 or 2-619, this

Court applies a de novo standard. Ramos v. City of Peru, 333 Ill. App. 3d 75,717,775

N.E.2d 184, 186 (3rd Dist. 2002).
ARGUMENT

On May 3, 2006, the trial court granted Defendant’s Motion to Dismiss Plaintiff’s
First Amended Complaint concluding that the court lacked personal jurisdiction over
Defendant. R. C386-87 (Amended Order). Specifically, the trial court held that 1)
Defendant lacked sufficient contacts with the State of Illinois for it to exercise personal
jurisdiction over him; 2) Defendant’s Motion to Dismiss Plaintiff’s First Amended
Complaint is granted upon this basis; 3) Plaintiff’s First Amended Complaint is dismissed in
its entirety; and 4) Plaintiff’s request to file his Second Amended Complaint is denied as

moot. Id. By this appeal, the Plaintiff seeks reversal of the trial court’s order. Plaintiff also

11



argues the merits of his substantive claims, though the trial court did not rule upon them.
Defendant responds to both of these arguments below. Despite Plaintiff’s efforts, the law
remains clear that Defendant lacks sufficient contacts with Illinois to be subject to personal
jurisdiction under any statutory and due process analysis. Moreover, despite Plaintiff’s
unsupported assumptions about and its mischaracterization of tortious interference,
defamation, and unfair competition law, Plaintiff’s substantive claims completely lack any
merit. For these reasons, the trial court’s order dismissing the Plaintiff’s First Amended
Complaint must be affirmed.

I. THE TRIAL COURT’S ORDER GRANTING DEFENDANT’S MOTION TO

DISMISS FOR LACK OF PERSONAL JURISDICTION MUST BE AFFIRMED.

In his brief, Plaintiff raises both procedural and substantive arguments challenging
the propriety of the trial court’s order dismissing the First Amended Complaint for lack of
personal jurisdiction over the Defendant.

A. Plaintiff’s § 2-619.1 and § 2-301 Procedural Arguments Lack Merit.

Plaintiff first contends that Defendant’s Motion does not comply with Section 2-
619.1 of the Illinois Code of Civil Procedure (“Code”). See Appellant’s Brief pp. 16-22.
Specifically, Plaintiff contends Defendant did not properly combine his arguments on
personal jurisdiction grounds with those relating to the deficiency of the underlying
common law claims. This argument lacks merit. In his Motion to Dismiss, Defendant
identified his arguments and bases for dismissal in three brief, distinct paragraphs. R. C120-
21 (Defendant’s Motion). The first such paragraph specifically refers to this Court’s lack of
personal jurisdiction over the Defendant and the corollary basis for dismissal pursuant to §
2-619. 1d. The second paragraph identifies additional arguments relating to improper

service by the Plaintiff, improper forum, and the expiration of certain claims under the

12



statute of limitations. Id. The final paragraph refers specifically to Defendant’s argument
that Plaintiff failed to state any claim upon which relief can be granted under § 2-615. Id.
Moreover, the Defendant’s Motion specifically incorporates and references the arguments in
the accompanying memorandum filed in support thereof. R. C120-21 (Defendant’s
Motion). Finally, the memorandum and amended memorandum filed in support of
Defendant’s Motion both contained distinct sections limited to and made under each of

§§ 2-615 and 2-619. 1d.; R. C132, 147 (Defendant’s Mem. in Supp. Mot. to Dismiss). Each
section also clearly showed the “grounds relied upon under the Section upon which it is
based.” Id. Such a construction completely complies with the requirements pursuant to § 2-
619.1 relating to combined motions. 735 ILCS 5/2-619.1. Consequently, Plaintiff’s
argument to the contrary is erroneous. Seeid.

Next, Plaintiff reverses his argument and contends that a motion to dismiss for lack
of personal jurisdiction must be filed separately under § 2-301 of the Code. Consequently,
Plaintiff argues that Defendant has waived his jurisdictional argument by purportedly failing
to do so. See Appellant’s Brief pp. 15-22. As with his prior argument, Plaintiff

misunderstands the law. For, a party no longer needs to file a special appearance under § 2-

301 to challenge personal jurisdiction. In re Marriage of Hoover, 314 I11. App. 3d 707, 710,

732 N.E.2d 145, 147 (4th Dist. 2000); see also KSAC Corp. v. Recycle Free, Inc., 364 111

App. 3d 593, 595, 846 N.E.2d 1021, 1023 (2nd Dist. 2006). In essence, the 2000
amendments to § 2-301 eliminated the distinction between general and special appearances.
Id. In addition, a “defendant [may now] combine a motion challenging jurisdiction with

other motions seeking relief on different grounds.” KSAC Corp., 364 I11. App. 3d at 595,

846 N.E.2d at 1023; see also In re Marriage of Hoover, 314 Ill. App. 3d. at 710, 732 N.E.2d

13



at 147. Indeed, § 2-619.1 specifically provides for such combined motions. 735 ILCS 5/2-
619.1. And, despite Plaintiff’s contention that personal jurisdiction cannot be raised under
2-619, Tllinois courts have consistently addressed motions to dismiss for lack of personal

jurisdiction pursuant to Section 2-619.% In re Marriage of Hoover, 314 IlL. App. 3d. at 710,

732 N.E.2d at 147; W. Va. Laborers Pension Trust Fund v. Caspersen, 357 I11. App. 3d 673,

675, 829 N.E.2d 843, 845 (1st Dist. 2005). Consequently, Defendant properly brought his
motion to dismiss for lack of personal jurisdiction pursuant to Section 2-619 in combination
with additional bases for dismissal. See KSAC Corp., 364 T11. App. 3d at 595, 846 N.E.2d at

1023; In re Marriage of Hoover, 314 Ill. App. 3d at 710, 732 N.E.2d at 147; 735 ILCS §§

5/2-301, 2-619, and 2-619.1. Thus, the trial court did not err in refusing to consider
Plaintiff’s arguments on this issue below. Id. Therefore, the trial court’s ruling should not
be reversed on these bases. Id.

B. The Trial Court Correctly Held That Plaintiff’s Complaint Should Be
Dismissed For Lack of Personal Jurisdiction.

The trial court properly ruled that it did not have personal jurisdiction over
Defendant. Defendant lacks sufficient contacts for this Court to exercise either general or
specific personal jurisdiction over him. Furthermore, exercising personal jurisdiction over
Defendant would not comport with due process under either the federal or Illinois
constitutions. For these reasons, this Court should affirm the trial court’s order granting

Defendant’s Motion.

* The same arguments apply to Plaintiff’s contention that Defendant has waived improper service of

process. See Safeco/American States Ins. Co. v. Hagler, 332 Ill. App. 3d 912, 916, 773 N.E.2d 1255,
1258 (5th Dist. 2002).
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1. Standard for Personal Jurisdiction in Illinots.
Section 2-619 of the Code provides for the dismissal of actions and claims where the
Court lacks personal jurisdiction over the defendant. See 735 ILCS 5/2-619. Whether
Tlinois can exercise jurisdiction over a nonresident Defendant rests on the applicability of

Illinois’ long-arm statute. Kostal v. Pinkus Dermatopathology Laboratory, P.C., 357 Ill.

App. 3d 381, 384, 827 N.E.2d 1031, 1035 (1st Dist. 2005) (citing 735 ILCS 5/2-209). The
Tlinois long-arm statute is codified at § 2-609. In 1989, the Illinois legislature amended § 2-
609 to include a “catch-all” provision stating that a court “may also exercise jurisdiction on
any other basis now or hereafter permitted by the Illinois Constitution and the Constitution
of the United States.” 735 ILCS 5/2-609(c). Consequently, the long-arm statute has
become co-extensive with the due process requirements under the federal and Illinois

constitutions. Keller v. Henderson, 359 Iil. App. 3d 605, 611-612, 834 N.E.2d 930, 936

(2nd District 2005) (citing Kostal, 357 Ill. App. 3d at 384, 827 N.E.2d at 1035). Thus, the

focus of any personal jurisdiction inquiry must begin with whether the plaintiff has shown
that federal and Illinois due process requirements have been met. Keller, 359 Ill. App. 3d at
612, 834 N.E.2d at 935. If these requirements have been met, the inquiry ends. See id.

In reviewing personal jurisdiction, the plaintiff bears the burden of establishing a
valid basis for asserting jurisdiction over the defendant. See Kostal, 357 Ill. App. 3d at 383,

827 N.E.2d at 1035 (citing Morecambe Maritime, Inc. v. National Bank of Greece, S.A.,

354 TI1. App. 3d 707, 710, 821 N.E.2d 780, 784 (1st Dist. 2004)). Although this Court must
resolve conflicts between the Parties’ affidavits in favor of Plaintiff, this Court must also
accept as true any facts averred by Defendant that have not been contradicted by an affidavit

submitted by Plaintiff. Cleary v. Philip Morris, 312 Ill. App. 3d 406, 411, 726 N.E.2d 770,
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775 (1st Dist. 2000). “If plaintiff has failed to establish a prima facie case, the inquiry is at
an end and the defendant's motion should be granted.” Id.
2. Federal Due Process Precludes Personal Jurisdiction.

The standard with which personal jurisdiction must comport to satisfy federal due
process requirements has been well established. As the Keller court explained, the
defendant

must have certain ‘minimum contacts’ with the forum state such that maintaining

the suit there does not offend ‘traditional notions of fair play and substantial

justice.” In other words, “once it has been decided that a defendant purposefully
established minimum contacts within the forum State, these contacts may be
considered in light of other factors to determine whether the assertion of personal
jurisdiction would comport with ‘fair play and substantial justice.”” The
minimum contacts required for personal jurisdiction “must be based on ‘some act
by which the defendant purposefully avails itself of the privilege of conducting
activities within the forum State, thus invoking the benefits and protections of its
laws.”” The purposeful availment requirement exists so that an ‘alien defendant
will not be forced to litigate in a distant or inconvenient forum solely as a result of
random, fortuitous, or attenuated contacts or the unilateral act of a consumer or
some other third person’.

Keller, 359 I1l. App. 3d at 611-612, 834 N.E.2d at 936. An analysis under the federal due

process requirements requires a three-prong inquiry; “whether (1) the nonresident defendant

had ‘minimum contacts’ with the forum state such that there was ‘fair warning’ that the

nonresident defendant may be haled into court there; (2) the action arose out of or related to
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the defendant's contacts with the forum state; and (3) it is reasonable to require the
defendant to litigate in the forum state.” Id.

The analysis of these factors further depends upon whether a plaintiff seeks to
establish general or specific jurisdiction over the defendant. Id. General jurisdiction is
permitted where a defendant has “continuous and systematic general business contacts” with
the forum. Where general jurisdiction has been established, a defendant “may be sued in the
forum state for suits neither arising out of nor related to the defendant’s contact with the
forum state.” 1d. Not so with specific jurisdiction. Indeed, the key difference between
general and specific jurisdiction is that specific jurisdiction requires that the suit arise out of

or be related to the defendant's contact with the forum. Id. (citing Bombliss v. Cornelsen,

355 111. App. 3d 1107, 824 N.E.2d 1175 (3rd Dist. 2005)) (emphasis added).

a. General Jurisdiction is Inapplicable to Defendant Andrews.

The Plaintiff has not established that this Court can exercise general jurisdiction over
Defendant. First, Plaintiff does not specifically allege general jurisdiction over Defendant.’
Defendant does not argue anywhere in his brief that general jurisdiction applies to
Defendant. See Appellant’s Brief pp. 22-30. In fact, Plaintiff limits his jurisdiction
argument to “specific jurisdiction in Illinois.” Id. p. 22. Thus, Plaintiff has waived any

general jurisdiction argument. See RAR, Inc. v. Turner Diesel, Ltd., 107 F.3d 1272, 1277

(7th Cir. 1997).

Assuming, arguendo, the Plaintiff has not waived a general jurisdiction argument,

3 Plaintiff confuses general jurisdiction and specific jurisdiction, alleging “general personal jurisdiction over
Defendant pursuant to 735 ILCS 5/2-209(a)(1)”, whereas subsection 209(a)(1) provides for specific, not
general, jurisdiction. See R. C34 (1st Am. Compl. ] 40) (emphasis added) and Kostal, 357 Ill. App. 3d at 385,
827 N.E.2d at 1035. Thus, it is unclear whether Plaintiff asserts general jurisdiction, specific jurisdiction, or
both. Defendant submits that Plaintiff has failed to properly assert general jurisdiction. Thus, Plaintiff has
waived any general jurisdiction argument.
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the Plaintiff cannot establish general personal jurisdiction over Defendant. In his First
Amended Complaint, Plaintiff admits that Defendant resides in North Plains, Oregon and is
not an Illinois resident. See R. C27 (1st Am. Compl. § 3). Defendant has not had and does
not have systematic, continuous or intense contacts in the State of Illinois. See R. C157
(Andrews Affidavit § 3). To overcome this, Plaintiff alleges that Defendant is subject to
Tlinois “general personal jurisdiction” because Defendant operates a website which makes
Defendant’s software available online. See R. C28, 34 (1st Am. Compl. {1 8, 40). It is true

that Defendant operates a website at www.k9ped.com. See R. C28 (1st Am. Compl. § 8); R.

C157 (Andrews’ Affidavit § 5). However, Defendant does not operate the website from
Ilinois; does not have the website hosted with an Internet server in Illinois; and does not
have the website maintained from Illinois. See R. C157 (Andrews’ Affidavit § 8). Apart
from counsel retained for this lawsuit, Defendant has not hired Illinois companies to
perform services for him, his website or his business. 1d. 9. Also, Defendant does not
specifically target his website, including the advertising and marketing thereon, or his
software to Illinois citizens. Id. 7.

Despite Defendant’s lack of contact with Illinois, Plaintiff alleges that Defendant
“has used the Web Site to solicit customers from and complete sales in Illinois, and has sold
copies of his competing software to Illinois residents.” See R. C28, 34 (1st Am. Compl.
8, 40). In fact, as of March 30, 2006, Defendant had only one customer with an [llinois
mailing address. See R. C157 (Andrews’ Affidavit § 10). Although Plaintiff calls
Defendant “a liar” for saying so without any basis, he does acknowledge that “[t]he truth of
this matter is within Andrews’ exclusive control.” R. C252 (Plaintiff’s Affidavit § 4). In any

case, merely entering into a contract with a single resident of Illinois is not sufficient by
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itself to subject a nonresident to personal jurisdiction in Illinois. Hendry v. Ornda Health

Corp., 318 Ill. App. 3d 851, 853, 742 N.E.2d 746, 748 (2nd Dist. 2000). Indeed, the
business conducted by the nonresident must be carried on with a fair measure of
permanence and continuity, not occasionally or casually. Id. Consequently, such nominal
and sporadic contacts do not lend to business that is conducted with “a fair measure of

permanence and continuity” sufficient for general jurisdiction. LaRochelle v. Allamian, 361

I11. App. 3d 217, 226, 836 N.E.2d 176, 185 (2nd Dist. 2005) (citing Hendry v. Ornda Health

Corp., 318 I11. App. 3d 851, 853, 742 N.E.2d 746, 750 (2nd Dist. 2000)). Moreover, the
mere possibility of sales to Illinois citizens through Defendant’s website is insufficient to

warrant general jurisdiction. See LaSalle National Bank v. Vitro, Sociedad Anonima, 85 F.

Supp. 2d 857, 861 (N.D. Il1. 2000) (quoting Molnlycke Health Care AGB v. Dumex

Medical Surgical Products Ltd., 64 F. Supp. 2d 448, 451 (E.D. Pa. 1999)).

With respect to Defendant’s website as a whole, it does not warrant exercising
general jurisdiction in this instance. Obviously, websites, including Defendant’s, can be
accessed by Internet users worldwide. Consequently, it becomes even more essential for
courts to analyze the question of jurisdiction arising from websites on a case-by-case basis.

LaRochelle, 361 Ill. App. 3d at 222, 836 N.E.2d at 184-85 (citing Haubner v. Abercrombie

& Kent International, Inc., 351 I1l. App. 3d 112, 119, 812 N.E.2d 704 (1st Dist. 2004)). For

this reason, with regard to the Intemnet and personal jurisdiction, Illinois courts have adopted
the “sliding scale” analysis to determine whether Internet activity is sufficient to establish

personal jurisdiction. LaRochelle, 361 Ill. App. 3d at 225 (citing Bombliss v. Cornelsen,

355 I11. App. 3d 1107, 1114, 824 N.E.2d 1175, 1180 (3rd Dist. 2005), for the analysis

formulated in Zippo Mfg. Co. v. Zippo Dot Com, Inc., 952 F. Supp. 1119, 1123-24 (W.D.
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Pa. 1997)). At one end, jurisdiction does not attach where the nonresident maintains a
passive website that merely provides information about the defendant's products or services.
Id. At the other end, jurisdiction attaches where the defendant transacts business via an
active website where contracts are completed online and the defendant derives profits
directly from web-related activity. Id. Passive websites do not give rise to general
jurisdiction. Fully active, commercial websites can give rise to general jurisdiction. Id.

A third type of interactive hybrid website exists between the “passive” and “active”
websites. An “interactive” website allows customers to communicate and interact with a
defendant regarding a defendant's products and services. See Infosys Inc. v.

Billinenetwork.com, Inc., No. 03 C 2047, 2003 U.S. Dist. LEXIS 14808, at *9 (N.D. IiL.

Aug. 27, 2003). The applicability of general jurisdiction to such a website depends on its
level of commercial interactivity. However, “commercial” does not necessarily include all
features designed to promote a business or product. See id. at *9-10 (comparing
interconnectivity of a commercial nature such as “soliciting software resellers, medical sales
representatives, and practice management consultants to join its ‘network of qualified Value
Added Resellers (VARS)’” to other “interconnectivity features of a lesser commercial
nature” such as “an opportunity to subscribe to [the company’s] periodic newsletter, and, on
a separate page for investors, the website invites potential investors to fill out a form for
more information ‘about investment opportunities’ in the company’”). Even still, courts
have disagreed on the level of commercial interactivity sufficient to confer general
jurisdiction. Id. n2, n3 (citing disagreeing opinions). An analysis of these cases, however,
demonstrates that “cases conferring jurisdiction partly on the basis of Internet activity

‘reflect that personal jurisdiction is typically determined based not only on the defendant's
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Internet activities but also on its non-Internet activities.”” Id. (citing Watchworks, Inc. v.

Total Time, No. 01 C 5711, 2002 U.S. Dist. LEXIS 4491, at *6 (N.D. Ill. Mar. 19, 2002)
(emphasis added)). Indeed, “there is no case where general jurisdiction was conferred on
the basis of an interactive website in the absence of non-website factors evidencing intent
for a defendant's product or website to reach a particular state.” Id. Therefore, non-Internet
activities must exist apart from a hybrid or interactive website for there to be general
jurisdiction over Defendant operator of the website. Id.

Here, Defendant’s website is a “hybrid” or “interactive” -- it provides information
about Defendant’s software and is designed to sell Defendant’s products. See R. C157
(Andrews’ Affidavit § 6). As indicated above, the Defendant lacks any non-Internet
contacts sufficient to confer general jurisdiction. Consequently, there do not exist sufficient

bases to warrant exercising general jurisdiction over Defendant. See Watchworks, Inc, 2002

U.S. Dist. LEXIS 4491, at *6; Infosys, Inc., 2003 U.S. Dist. LEXIS 14808, at *9.

For the reasons above, Plaintiff fails to allege that Defendant has continual and
intense business contacts with Illinois companies or residents; and Defendant does not have
such contacts. See R. C157-58 (Andrews Affidavit §9 1-10). Without such contacts with
Illinois, the Defendant’s website does not give rise to general personal jurisdiction. Thus,
Defendant cannot be subject to personal jurisdiction based on a general jurisdictional
analysis.

b. Specific Jurisdiction is Inapplicable to Defendant Andrews.

Similar to that of general jurisdiction, Plaintiff cannot establish that this Court has
specific jurisdiction over Defendant. The main factor in specific jurisdiction analysis is

foreseeability -- was it reasonably foreseeable to the defendant that its action could resuit in
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litigation in the state in question. Bimberg v. Milk St. Residential Assocs. Partnership, No.

02 C 0978 and 02 C 3436, 2003 U.S. Dist. LEXIS 806, at *10 (N.D. Ill. January 17, 2003)

(R. C164-178) (citing Burger King Corp. v. Rudzewicz, 471 U.S. 462, 472-74 (1985)).
Contacts that are "random, fortuitous, or attenuated" are not sufficient to establish that a

state's exercise of personal jurisdiction over the defendant was foreseeable. Id. (citing

Heritage House Rests., Inc. v. Cont'l Funding Group, Inc., 906 F.2d 276, 283 (7th Cir.
1990)). Moreover, in examining the contacts in a specific jurisdiction analysis, the court
cannot “simply aggregate all of the defendant's contacts with the state -- no matter how
similar in terms of geography, time, or substance.” Id. (citing RAR, 107 F.2d at 1277).

Plaintiff alleges specific jurisdiction over Defendant pursuant to 735 ILCS 5/2-
209(a)(1) and (a)(2). See R. C33-34 (1st Am. Compl. ] 38, 40). Sections 209(a)(1) and
(a)(2) provide for jurisdiction over a nonresident defendant for a cause of action arising
from the “transaction of any business within” Illinois and the “commission of a tortious act
within” Illinois, respectively. 735 ILCS 5/2-209(a). Specifically, Plaintiff contends that
Defendant transacts business in Illinois, engaged in tortious activity that affected an Illinois
citizen, and that his website gives rise to specific personal jurisdiction.

“Transaction of Business” Inapplicable

For specific jurisdiction to be applicable based upon transaction of business,

Plaintiff's causes of action must arise from Defendant’s “transaction of business” in Illinois.

See 735 ILCS 5/2-209(a)(1); Kostal, 357 Ill. App. 3d at 385 (emphasis in original) (citing

Kadala v. Cunard Lines, Ltd., 226 TIL. App. 3d 302, 314, 589 N.E.2d 802, 810 (1st Dist.
1992)); see also Bombliss, 355 III. App. 3d at 1112, 824 N.E.2d at 1179 (“Specific

Jjurisdiction refers to jurisdiction over a defendant in a suit arising out of or related to the
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defendant's contacts with the forum”). Plaintiff alleges that Defendant “transacted business”
because Defendant’s website “is an active web site, [sic] that facilitates the completion of
sales transactions wholly online, including sales to Illinois residents.” See R. C33 (1st Am.
Compl. §39). Although Defendant has one customer with an Illinois mailing address, any
such sales to this customer are irrelevant to the question of specific personal jurisdiction
over Defendant. For, Plaintiff's claims of libel, unfair competition and tortious interference
with prospective economic advantages have no relation to and did not arise out of any such
sales. See generally R. C27-46 (1st Am. Compl). Rather, Plaintiff’s allegations arise from
Defendant’s acts of posting alleged “disparagements” or statements about Plaintiff on his
website. See generally R. C27-46 (1st Am. Compl.) As such, the instant circumstances

differ significantly from Swissland Packing Co. v. Cox, 255 IIl. App. 3d 942,944, 627

N.E.2d 686, 688 (3rd Dist. 1994) (holding that the defendant's conduct of negotiating the
contract with plaintiff by telephone and mailing the contract to plaintiff in Illinois was
sufficient to submit the defendant to specific jurisdiction of the Illinois courts) and Kalata,
312 T11. App. 3d at 768, 728 N.E.2d at 654 (holding that the defendant's telephone and mail
communications to negotiate and execute the joint venture agreement with plaintiff satisfied
the long arm-statute). Because Plaintiff's allegations of libel, unfair competition and tortious
interference do not arise from Defendant’s alleged sales to Illinois citizens, there cannot be
any specific jurisdiction over Defendant based on such alleged conduct under the

“transacting business” theory. See Kostal, 357 Ill. App. 3d at 385, 827 N.E2d at 1035

(emphasis in original) (citing Kadala v. Cunard Lines, Ltd., 226 Ill. App. 3d 302, 314, 589
N.E.2d 802, 810 (1st Dist. 1992)); see also Bombliss, 355 IIl. App. 3d at 1112, 824 N.E.2d

at 1179.
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“Tortious Act” Inapplicable
Plaintiff next contends that specific jurisdiction arises from Defendant’s alleged
tortious acts. As with the “transacting business” specific jurisdiction analysis, the Plaintiff’s
claims must relate to or arise from the tortious acts. Keller, 359 Ill. App. 3d at 611-612, 834

N.E.2d at 936; RAR, Inc., 107 F.3d at 1277-78; Spartan Motors v. Lube Power, Inc., 337 1.

App. 3d 556, 561, 786 N.E.2d 613, 618 (2nd Dist. 2003). For this purpose, Plaintiff alleges
two sets of acts he contends give rise to personal jurisdiction: accessing a federal court
website and publishing statements about a competitor on one’s own website. Each of these
acts fails to give rise to personal jurisdiction in Illinois.

Plaintiff incredulously contends that Defendant entered into Illinois, with no purpose
other than to damage Plaintiff, when he accessed a website operated by the federal courts,
particularly that of the United States Bankruptcy Court for the Northern District of Illinois.
See R. C33 (1st Am. Compl. §9 37, 38). Although courts have broadly construed the term
"tortious act" to include acts beyond those which “create common law liability” such that
“any act [constituting] a breach of duty to another imposed by law” committed within the

state may give rise to personal jurisdiction, Vlasak v. Rapid Collection Sys., Inc., 962 F.

Supp. 1096, 1100 (N.D. Ill. 1997); Ohio-Sealy Mattress Mfg. Co. v. Kaplan, 429 F. Supp.

139, 140 (N.D. I1l. 1977). Not surprisingly, Plaintiff fails to cite any authority supporting
his claim that merely accessing a government website to obtain public court documents
constitutes a tortious activity. Indeed, Defendant did not breach a duty to Plaintiff or
anyone by accessing a federal court website. Additionally, Plaintiff fails to cite any
authority supporting his claim that merely accessing a government website to obtain public

court documents gives rise to personal jurisdiction. However, even if accessing an Illinois
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court website constitutes “entering Illinois” and a tortious activity for purposes of specific
jurisdiction, Plaintiff’s claims do not arise from the accessing of the government’s website.
Thus, Defendant’s interaction with the court’s website has no application to specific
jurisdiction analysis in this case. See RAR, Inc., 107 F.2d at 1272.

Plaintiff next contends that the act of publishing statements on a website about a
competitor suffices to exercise jurisdiction over a nonresident defendant. Plaintiff is

mistaken. Like the defendant in Bailey v. Turbine Design, Inc., Defendant here did not

make statements about Plaintiff as an Illinois businessman or company. Bailey v. Turbine

Design, Inc., 86 F. Supp. 2d 790, 796-797 (W.D. Tenn. 2000). Like Bailey, the alleged
defamatory comments had nothing to do with the Plaintiff’s state of residence. See 1d.
Consequently, the alleged statements do not constitute actions “expressly aimed” at Illinois.

As the court explained in Barrett v. Catacombs Press:

It is certainly foreseeable that some of the harm would be felt in [the forum
state] because Plaintiff lives and works there, but such foreseeability is not
sufficient for an assertion of jurisdiction. While we agree that [forum]
residents are among the recipients or viewers of such defamatory statements,
they are but a fraction of other worldwide Internet users who have received
or viewed such statements. The mere allegations that the Plaintiff feels the
effect of the Defendant's tortious conduct in the forum because the Plaintiff is

located there is insufficient to satisfy the effects test of Calder v. Jones, 465

U.S. 783, 104 S. Ct. 1482 (1984). Unless [the forum state] is deliberately or
knowingly targeted by the tortfeasor, the fact that harm is felt in [the forum

state] from conduct occurring outside [it] is never sufficient to satisfy due
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process.
44 F. Supp. 2d 717, 731 (E.D. Pa. 1999). Other courts have reached consistent results.

Reynolds v. International Amateur Ath. Fed’n, 23 F.3d 1110, 1120 (6th Cir. 1994) (“the fact

that the defendant could foresee that the statements would be circulated and have an effect

in [the forum state] is not, in itself, enough to create personal jurisdiction.”); see also

Neogen Corp. v. VICAM, No. 5:96-CV-138, 1997 U.S. Dist. LEXIS 3331, at *5-7 (W.D.

Mich. Feb. 20, 1997). Thus, jurisdiction over the Defendant should not be exercised merely
based on the fact that some of the harm caused by the alleged tortious conduct occurred in
Tlinois. See Barrett, 44 F. Supp. 2d at 731. Therefore, the statements alone do not give rise
to specific personal jurisdiction. See id.
Websites Revisited

Finally, the Defendant’s website does not warrant exercising specific personal
jurisdiction over the Defendant. Although Plaintiff arguably asserts specific jurisdiction as
to Defendant’s website, the Defendant’s website was not specifically targeted toward
Illinois or Illinois residents. Moreover, the Defendant’s website is wholly passive to the
portions of the website at issue in this litigation. Specifically, the statements about Plaintiff
constitute purely passive information on the website. As such, the passive nature of this
content cannot give rise to specific personal jurisdiction over the Defendant. See
LaRochelle, 361 I11. App. 3d at 225, 836 N.E.2d at 186; Bombliss, 355 Ill. App. 3d at 1114,

824 N.E.2d at 1175; Zippo Mfg. Co., 952 F. Supp. at 1123-24. This Court cannot consider

portions of the Defendant’s website unrelated to the Plaintiff’s claims in a specific

jurisdiction analysis. See Haemoscope Corporation v. Pentapharm AG, et al, No. 02 C

4261, 2002 U.S. Dist. LEXIS 23387, at *22 (N.D. Illinois December 6, 2002) (citing RAR,
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Inc., 107 F.3d at 1277 (“in minimum contacts analysis for specific jurisdiction, court may
consider only defendant's contacts that relate to the suit; it may not aggregate all of
defendant's contacts with a forum”)). Therefore, with respect to the Defendant’s statements
Plaintiff finds troubling, Defendant’s website is “a passive website which cannot satisfy the
minimum contacts requirement.” Id.

3. Illinois Due Process Precludes Personal Jurisdiction.

Although Illinois due process requirements theoretically could diverge at some point
from federal due process requirements, federal courts have held that “because Ilinois courts
have not elucidated any ‘operative difference between the limits imposed by the Illinois
Constitution and the federal limitations on personal jurisdiction,” the two constitutional

analyses collapse into one.” Allied Van Lines, Inc. v. Gulf Shores Moving & Storage, Inc.,

No. 04-C-6900, 2005 U.S. Dist. LEXIS 6244, slip op. at 5 (N.D. Illinois February 23, 2005)

(quoting Hyatt Int’] Corp. v. Coco, 302 F.3d 707, 715 (7th Cir. 2002)). That being said,

“[d]ue process under the Illinois Constitution requires that it be “fair, just, and reasonable to
require a nonresident defendant to defend an action in Illinois, considering the quality and
nature of the defendant's acts which occur in Illinois or which affect interests located in

Ilinois.”” Keller, 359 1. App. 3d at 619, 834 N.E.2d at 942 (quoting Rollins v. Ellwood,

141 111.2d 244, 275, 565 N.E.2d 1302 (I1I. 1990)); RAR, Inc., 107 F.3d at 1276. As

demonstrated above, the subjection of the nonresident Defendant to jurisdiction in Illinois to
defend this case would not be “fair, just and reasonable.” See id. Consequently, the Illinois

due process requirements cannot tolerate exercising personal jurisdiction against Defendant.

See id.
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4. Defendant Is Not Subject to Jurisdiction in Illinois.

For the foregoing reasons, the Plaintiff has failed to make a prima facie case
sufficient to warrant the exercise of personal jurisdiction over Defendant. Even if the
Plaintiff did establish a prima facie case, the Defendant has demonstrated that exercising
personal jurisdiction over him would not comport with the due process requirements under
the federal and Illinois constitutions. Because neither general nor specific jurisdiction is
applicable, the trial court correctly ruled that it did not have personal jurisdiction over
Defendant. Therefore, this Court should affirm the trial court’s ruling and dismiss
Plaintiff’s claims for lack of jurisdiction.

II. PLAINTIFF FAILS TO STATE CLAIMS UPON WHICH RELIEF CAN BE
GRANTED.

Although the trial court dismissed Plaintiff’s First Amended Complaint on personal
jurisdictional grounds only, Plaintiff has also introduced arguments in his Appellate brief on
the underlying claims of his First Amended Complaint.* See Appellant’s Brief p. 30.
Plaintiff both raises a procedural issue and argues that he has sufficiently stated claims upon
which relief can be granted. Consequently, on the possibility that this Court may consider
Plaintiff’s arguments with respect to his claims, Defendant now responds to them. For the
reasons below, Plaintiff has failed to state claims for Tortious Interference, Defamation, and

Unfair Competition.

* Although the record does not contain any ruling by the trial court on the underlying claims in Plaintiff’s
First Amended Complaint or any substantial discussion of same at the hearing on Defendant’s Motion to
Dismiss, the Plaintiff views the presence of arguments related thereto as providing a possible additional basis
upon which this Court might affirm the trial court’s order dismissing the First Amended Complaint.
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A. Plaintiff Was Not Prejudiced by Defendant’s Affirmative Defenses and
Introduction of Evidentiary Material.

Plaintiff contends that affirmative defenses and evidentiary material cannot be
introduced in a § 2-615 motion. See Appellant’s Brief p 34. Specifically, Plaintiff asserts
that Defendant submitted evidentiary material to support his arguments seeking dismissal of
Plaintiff’s Tortious Interference with Prospective Economic Advantage and Defamation

claims. This is proper and permissible under a section 2-619 motion. Barrett v. Fonorow,

343 1I1. App. 3d 1184, 1189, 799 N.E.2d 916, 920 (2nd Dist. 2003) (A motion to dismiss
made under § 2-619 admits the legal sufficiency of a plaintiff's complaint but raises defects,
defenses, or other affirmative matters that appear on the face of the complaint or that are
established by external submissions acting to defeat the allegations of the complaint.”). As
to these claims, Defendant’s arguments perhaps should have been more appropriately
labeled as arising under § 2-619 rather than § 2-615. However, this does not provide
Plaintiff with a basis for reversal.

As the First District has held, the mislabeling of motion as arising under § 2-615
rather than § 2-619 does not require a reversal where there is no indication of prejudice

arising therefrom. Advocate Health & Hospitals Corp. v. Bank One, N.A., 348 Ill. App. 3d

755, 758, 810 N.E.2d 500, 504 (1st Dist. 2004). Here, like in Advocate Health, Plaintiff has

not shown any portion of the record that exhibits such prejudice. In fact, there has been no
prejudice to Plaintiff. For one, the trial court did not even rule upon the Defendant’s
arguments with respect to tortious interference and defamation. R. C386-87 (Amended

Order). Additionally, like in Advocate Health, the Plaintiff recognized and argued this issue

in the trial court. Advocate Health, 348 Ill. App. 3d at 758, 810 N.E.2d at 504.

Consequently, the Plaintiff has not been prejudiced by Defendant’s use of affirmative
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defenses or evidentiary evidence. See id. Thus, this Court should not decline to address the
arguments related to Plaintiff’s underlying claims on this basis alone. See id. Likewise,
should this Court exercise its discretion to consider and rule upon the underlying claims, the
Defendant contends this Court should consider his arguments as to Plaintiff’s claims for
tortious interference with prospective economic advantage and defamation as brought
pursuant to § 2-619.°

B. Plaintiff’s Defamation Claims Have No Merit.

Plaintiff fails to state claims for defamation per se in Counts Two and Ten and
defamation per quod in Counts Four and Five.® These claims should be dismissed based on
the affirmative defenses of substantial truth and opinion.

1. The Illlinois Defamation Standard.

To state a defamation claim, a plaintiff must allege facts tending to demonstrate that
the defendant made a false statement of fact about the plaintiff, that there was an
unprivileged publication of the false statement to a third party by the defendant, and that the

publication damaged the plaintiff. Popko v. Continental Casualty Co., 355 Ill. App. 3d 257,

261, 823 N.E.2d 184, 188 (1st Dist. 2005). In Illinois, a “statement is defamatory if it
impeaches a person’s reputation and thereby lowers that person in the estimation of the

community or deters third parties from associating with that person.” Schivarelli v. CBS,

Inc., et al., 333 Ill. App. 3d 755, 759, 776 N.E.2d 693, 696 (1st Dist. 2002). Defamatory

3 If this Court reverses on jurisdictional grounds, Defendant requests leave to replead these arguments as
arising under section 2-619.

6 Plaintiff titles Counts Two, Four, Five and Ten “Libel Per Se”, “Libel Per Quod”, “Libel Per Quod II”, and
“Libel Per Se II”, respectively. See R. C35, 37, 38, 44 (1st Am. Compl.) Plaintiff alleges “Libel Per Se” in
Count Two relative to the first and fifth disparagements; “Libel Per Quod” in Count Four relative to the
second disparagement; “Libel Per Quod II” in Count Five relative to the third disparagement; and “Libel Per
Se II” in Count Ten relative to the sixth disparagement. See generally R. C27-46 (1st Am. Compl.) To defray
confusion, Defendant will address all four Counts (II, IV, V and X) collectively as Plaintiff's “Libel Claims”.
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statements may be classified as either defamatory per se or defamatory per quod. 1d. To
constitute a statement that is defamatory per se, a statement must fit into one of five
categories that Illinois recognizes as being “so obviously and naturally harmful to the person
to whom it refers that injury to his reputation may be presumed.” Id. These five categories
include those statements (1) imputing the commission of a criminal offense; (2) imputing
infection with a loathsome communicable disease; (3) imputing an inability to perform or
want of integrity in the discharge of duties of office or employment; (4) imputing a lack of
ability or prejudicing a party in one’s trade, profession, or business; and (5) imputing
adultery or fornication. Id. In such cases, a plaintiff need not allege or prove special

damages. Van Home v. Muller, 185 I11.2d 299, 307, 705 N.E.2d 898, 903 (Tl1. 1998).

Should statements not fall into one of the per se categories, the statements could still
be defamatory per quod. To succeed on a defamation per quod claim, a plaintiff must
demonstrate that a defendant “made a false statement concerning [the] plaintiff, that there
was an unprivileged publication of the defamatory statement to a third party by [the]

defendant, and that [the] plaintiff was damaged” from the publication. Cianci v. Pettibone

Corp., 298 I1l. App. 3d 419, 424, 698 N.E.2d 674, 678 (1st Dist. 1998). Extrinsic facts must

be alleged showing the defamatory nature of the language. Anderson v. Vanden Dorpel,

172 111.2d 399, 406, 416-417, 667 N.E.2d 1296, 1303-04 (I1l. 1996). Moreover, one must
allege specific special damages. Indeed, failure to plead specific damages is a fatal
deficiency to any defamation per quod claim. Schivarelli, 333 Ill. App. 3d at 759, 776
N.E.2d at 696. General allegations that the alleged defamatory statements caused a plaintiff
emotional distress, embarrassment or economic loss are insufficient. Anderson, 172 111.2d at

416-417, 667 N.E.2d at 1303-04. Finally, Plaintiff must allege with specificity the

3



statements it claims were defamatory. Lykowski v. Bergman, 299 Ill. App. 3d 157, 163,

700 N.E.2d 1064, 1069 (1st Dist. 1998) (holding that a plaintiff must set forth the words
alleged to be defamatory “clearly and with particularity”” and that it is not enough for the
plaintiff to merely state that a defendant generally accused the plaintiff of committing
improper or unethical conduct).
2. The “Substantial Truth” Defense Is Alive, Well, and Applicable.
The Plaintiff’s claims for defamation fail because the Defendant made truthful
statements. Truth is a defense to a defamation action that may be raised by a motion to

dismiss. Emery v. Kimball Hill, Inc., 112 1. App. 3d 109, 112, 445 N.E.2d 59, 61 (2nd

Dist. 1983); American Int’] Hosp. v. Chicago Tribune Co., 136 I1l. App. 3d 1019, 1022-23,

483 N.E.2d 965, 968 (1st Dist. 1985). While ordinarily the determination of whether
substantial truth exists remains a question for a jury to decide, the question becomes one of
law where no reasonable jury could find that substantial truth had not been established.

Parker v. House O'Lite Corp., 324 Il1. App. 3d 1014, 1026, 756 N.E.2d 286, 296 (1st Dist.

2001). In raising truth as a defense, a defendant need only demonstrate the "substantial

truth” of the allegedly defamatory material. Lemons v. Chronicle Publishing Co., 253 Il1.

App. 3d 888, 890, 625 N.E.2d 789, 791 (4th Dist. 1993); Farnsworth v. Tribune Co., 43

111.2d 286, 293-94, 253 N.E.2d 408, 412 (Ill. 1969). “Substantial truth” requires only that a
defendant demonstrate the truth of the “gist” or “sting” of the defamatory material. Kilbane
v. Sabonjian, 38 Ill. App. 3d 172, 175, 347 N.E.2d 757, 761 (2nd Dist. 1976); American
Int’] Hosp., 136 I1l. App. 3d at 1022, 483 N.E.2d at 968. Further, allegedly defamatory

statements need not be technically accurate in every detail to avoid being actionable. See
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Parker, 324 I11. App. 3d at 1026, 756 N.E.2d at 296.” Here, Defendant posted truthful
information on his website about Plaintiff. See R. C157-58 (Andrews’ Affidavit).

a. Count Two and the “First Disparagement”.

Plaintiff first complains of the “First Disparagement” by Defendant in Count Two.
Although the Plaintiff fails to incorporate any prior allegations into his Count Two, the First
Disparagement reads:

Please use caution when purchasing any unreleased software products. John

Tamburo, d/b/a Mans Best Friend Software, has declared bankruptcy.

Although it is actively being marketed on the web sire [sic], in one of his

court documents Mr. Tamburo stated that ‘I lack the funds required to

complete the programs [ CompuPed millennium] [sic]. For a pdf copy of the

court document please see: http://www.k9ped.com/mbfsbankruptcy.pdf [sic].

R. C28 (1st Am. Compl. § 10). This statement contains no defamatory material. Plaintiff
does not dispute he was in bankruptcy. Id. Moreover, the Plaintiff does not dispute making
the statement that he lacked funds to complete his software programs. Rather, Plaintiff
claims his statement made to the United States Bankruptcy Court has been “misinterpreted.”
See R. C269 (P1.’s Opp. Memo. p. 14). Plaintiff admits that he made this statement “in an
effort to cause the court to grant [Plaintiff's] pending motion to convert [sic] from Chapter 7
to Chapter 13.” Id. Here, in a different venue and for a different purpose, Plaintiff attempts
to qualify the statement by suggesting that he did not entirely mean what he said. Indeed, he
now contends that he then meant only that “if the conversion were not granted, [Plaintiff]

would not be able to afford to complete [the program].” See R. C269 (P1.’s Opp. Memo. p.

7 Plaintiff also contends Defendant imputed that Plaintiff violated specific criminal statutes. See Appellant’s
Brief p. 35. Plaintiff has chosen to construe his conduct as criminal. Defendant did not impute such
violations. Consequently, Defendant clearly should not be liable for Plaintiff’s construction.
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14). In any case, nothing in the “first disparagement” is untrue. Consequently, the first
disparagement cannot give rise to a claim for defamation based on its substantial truth.

Emery, 112 Ill. App. 3d at 112, 445 N.E.2d at 61; American Int’l Hosp., 136 IIl. App. 3d at

1022-23, 483 N.E.2d at 968.

Additionally, the statement warning readers of purchasing unreleased software
products constitutes an opinion. In Illinois, a “statement of fact is not shielded from an
action for defamation by being prefaced with the words ‘in my opinion’, but if it is plain that
the speaker is expressing a subjective view, an interpretation, a theory, conjecture, or
surmise, rather than claiming to be in possession of objectively verifiable facts, the

statement is not actionable.” Haynes v. Alfred A. Knopf, Inc., 8 F.3d 1222, 1227 (7th Cir.

1993); see also Sullivan v. Conway, 157 F.3d 1092, 1097 (7th Cir. 1998) (Illinois law);

Bryson v. News America Publications, 174 Il1. 2d 77, 100, 672 N.E.2d 1207, 1220 (I1.

1996). Indeed, “[w]hen a statement in the form of an opinion discloses the defamatory facts
(or refers to facts in the public record), it is not actionable apart from those facts.” Stevens

v. Tillman, 855 F.2d 394, 400 (7th Cir. 1988) (citing Horowitz v. Baker, 168 Ill. App. 3d

603, 608, 523 N.E.2d 179, 182 (3d Dist. 1988); Stewart v. Chicago Title Insurance Co., 151

I1l. App. 3d 888, 892, 503 N.E.2d 580, 582 (4th Dist. 1987)). In other words, an opinion
cannot provide a basis for liability by itself where an individual discloses the truthful facts
upon which the opinion is based. Id. Here, the Defendant’s warning constituted an opinion
supported by factual and truthful statements to which the Plaintiff admits. Moreover, it
constitutes an opinion as to future events that cannot be actionable as “a prediction as to

future events can neither be true nor false.” Uline, Inc. v. JIT Packaging, Inc., 437 F. Supp.

2d 793, 803 (N.D. I11. 2006). Consequently, the warning or opinion cannot give rise by
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itself to liability for defamation. Id.; Haynes, 8 F.3d at 1227; see also Sullivan, 157 F.3d at
1092; Bryson, 174 111 2d at 100, 672 N.E.2d at 1220; Stevens, 855 F.2d at 400; Horowitz,
168 Iil. App. 3d at 608, 523 N.E.2d at 182; Stewart, 151 Tll. App. 3d at 892, 503 N.E.2d at
582.

Finally, even if the statement is not a protectable opinion, the statement is subject to
an innocent construction. Under Illinois law, a statement is not defamatory if it is

“reasonably capable of an innocent construction.” Republic Tobacco Co. v. N. Atl. Trading

Co., 381 F.3d 717, 726 (7th Cir. 2004) (citing Kolegas v. Heftel Broad. Corp., 154 I1. 2d 1,

8, 607 N.E.2d 201, 206 (1lL. 1992). Whether a statement is subject to an innocent
construction is for a court to decide. Kolegas, 154 111.2d at 8, 607 N.E.2d at 207. Arguably,
the statement inferred that Plaintiff may have difficulty completing its software product. See
R. C28 (1st Am. Compl. § 10). However, this statement occurred in the context of
documents filed with the United States Bankruptcy Court and statements made by Plaintiff
in such documents. Id. Consequently, the statement of which Plaintiff complains is subject
to an innocent construction that a party in bankruptcy that states it does not have funds to
complete a software product may not be able to complete the software product in the future.

Consequently, it cannot give rise to liability. See Uline, Inc., 437 F. Supp. 2d at 803.

b. Count Four and the “Second Disparagement”.

Plaintiff next complains of the “Second Disparagement” in Count Four. Although
the Plaintiff fails to incorporate any prior allegations into his Count Four, the Second
Disparagement reads

K9-Ped is pedigree research software. It is intended for personal use. It does

not contain the features required for the management of a breeding kennel. If
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you are a commercial breeding kennel and looking for software to manage

your kennel please purchase software designed for this purpose. Caution,

when purchasing any ‘commercial use only’ software, like all of the products

from Man’s Best Friend Software™, you may forfeit all your consumer

protection rights.
See R. C29 (1st Am. Compl. § 17). This statement contains no defamatory material. K9-
Ped is Defendant’s product. Id. at § 17. Consequently, the claims as to it cannot be
considered defamatory of Plaintiff. As to the reference to Plaintiff’s software as
“commercial use only,” Plaintiff does not deny this characterization. See R. C37 (1st Am.
Compl. § 70). In fact, he explicitly states that “[t]here is no ‘personal use’ for animal
pedigree research software.” 1d. And, “neither K9-Ped nor any of John’s products have any
valid personal use — they are business software products.” See R. C37 (1st Am. Compl. §
71). Despite Plaintiff’s interpretation to the contrary, the statement does not state that
Plaintiff’s products would be compatible with a commercial breeding kennel. Rather, it
states that Plaintiff’s products are for commercial use only — a fact Plaintiff admits. See R.
C29, 37, 38 (1st Am. Compl. 9 17, 71. 73). Finally, as to “consumer protection rights,”
Plaintiff does not contend Defendant falsely represents that one will lose such rights when
purchasing Plaintiff’s products. Rather, he disagrees with Defendant that anyone has
consumer protection rights to begin with. See R. C38 (1st Am. Compl. § 72) (Defendant
“lies in the second disparagement by stating that purchasers of John’s software have
‘consumer rights’ to forfeit.”). If anything, this merely represents a disagreement among lay
individuals on legal issues. Again, there exists nothing on the face of the “Second

Disparagement” that is untruthful. Consequently, the “Second Disparagement” cannot give
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rise to a claim for defamation. Emery v. Kimball Hill, Inc., 112 IlI. App. 3d 109, 112, 445

N.E.2d 59, 61 (2nd Dist. 1983); American Int’l Hosp., 136 Ill. App. 3d at 1022-23, 483

N.E.2d at 968.

C. Count Five and the “Third Disparagement”.

Plaintiff next complains of the Fifth Disparagement in Count Five. Although the
Plaintiff fails to incorporate any prior allegations into his Count Five, the Third
Disparagement reads:

Don’t get tricked by sale prices and specials. Don’t lock yourself into a

lifetime of high priced upgrades. Many other programs charge outrageous

amounts to upgrade to new versions. Changing to K9-Ped now rather than

upgrading other programs most likely will be cheaper in the long run. For

example, three upgrades of The Breeder’s Standard™ costs [sic] more than

the program. Even with the $15.00 discount for orders received before the

first Windows version of CompuPed™ is released, all of the CompuPed™

DOS to Windows version upgrades are over $50.00 and some are over

$99.00.

See R. C29 (1st Am. Compl. § 18). This statement contains no defamatory material.
Nowhere in the First Amended Complaint does Plaintiff dispute that (a) “three upgrades of
The Breeder’s Standard™ costs more than the program” and (b) “all of the CompuPed™
DOS to Windows version upgrades are over $50.00 and some are over $99.00 even with the
$15.00 discount for orders received before the first Windows version of CompuPed™ is
released.” See generally R. C27-46 (1st Am. Compl.) Rather, Plaintiff complains of the

Defendant’s characterization of “outrageous amounts to upgrade to new versions” and the
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warning to avoid being “tricked by sale prices and specials.” See R. C38-39 (1st Am.
Compl. 99 77-79).

The statements of which Plaintiff complains do not themselves refer to the Plaintiff.
See R. C29 (1st Am. Compl. § 18). Assuming, arguendo, the statements can be construed
as referring to Plaintiff, they still remain unactionable as protectable opinion. In [llinois, a
“statement of fact is not shielded from an action for defamation by being prefaced with the
words ‘in my opinion’, but if it is plain that the speaker is expressing a subjective view, an
interpretation, a theory, conjecture, or surmise, rather than claiming to be in possession of

objectively verifiable facts, the statement is not actionable.” Haynes v. Alfred A. Knopf,

Inc., 8 F.3d 1222, 1227 (7th Cir. 1993); see also Sullivan, 157 F.3d at 1097 (Illinois law);
Bryson, 174 Ill. 2d at 100, 672 N.E.2d at 1220. Indeed, “[w]hen a statement in the form of
an opinion discloses the defamatory facts (or refers to facts in the public record), it is not

actionable apart from those facts.” Stevens, 855 F.2d at 400 (citing Horowitz v. Baker, 168

I1l. App. 3d 603, 608, 523 N.E.2d 179, 182 (3d Dist. 1988); Stewart v. Chicago Title

Insurance Co., 151 Ill. App. 3d 888, 892, 503 N.E.2d 580, 582 (4th Dist. 1987)). In other
words, an opinion cannot provide a basis for liability by itself where an individual discloses
the truthful facts upon which the opinion is based. Id.

Here, Defendant explained the basis for his opinions as to “outrageous amounts” and
being “tricked by sales prices and specials” using the Plaintiff as an example with specific
dollar amounts. See R. C29 (1st Am. Compl.  18). Plaintiff does not dispute the facts, but
rather disagrees with the opinions of Defendant arising therefrom. This cannot give rise to
any liability. Stevens, 855 F.2d at 400; Horowitz, 168 I1l. App. 3d at 608, 523 N.E.2d at

182; Stewart, 151 1. App. 3d at 892, 503 N.E.2d at 582. Indeed, “[a]lthough a reader might
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arch an eyebrow at [Plaintiff’s outrageous prices], an allegation of greed is not defamatory;
sedulous pursuit of self-interest is the engine that propels a market economy.” Wilkow v.
Forbes, Inc., 231 F.3d 552, 557 (7th Cir. 2001). Consequently, the “Third Disparagement”
cannot give rise to a claim for defamation. Id.; Stevens, 855 F.2d at 400; Horowitz, 168 Iil.
App. 3d at 608, 523 N.E.2d at 182; Stewart, 151 IlL. App. 3d at 892, 503 N.E.2d at 582.

d. Count Ten and the ““Sixth Disparagement”.

Plaintiff next complains of the Sixth Disparagement in Count Ten. Although the
Plaintiff fails to incorporate any prior allegations into his Count Ten, the Sixth
Disparagement reads:

Previously I have warned potential purchasers to use caution when

purchasing any unreleased software products. This remains good advice.

John Tamburo, d/b/a Man’s Best Friend Software (MBFS), has informed me

that the long awaited CompuPed Millennium™ has recently been released. 1

was also informed that MBEFS is no longer in bankruptcy. The trustee’s final

report and account indicates that the bankruptcy was in fact dismissed,

without confirmation and a 180 day ban on refiling, on 8/22/2005 after 15

months without any payment to creditors. http://k9ped.com/mbfsfinal.pdf.

K9-Ped is pedigree research software. It is intended for personal or ‘hobby’
use. It does not contain the features required for the business of managing a
kennel or the business of breeding animals. If you need these features and do
not mind purchasing business only software that specifically excludes your
use of any consumer protection laws you may want to consider CompuPed™

or The Breeder’s Standard™.,
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See R. C.32 (1st Am. Compl. § 30). Plaintiff limits his objection to the statement that his
bankruptcy had been dismissed after 15 months without any payment to creditors.® See R.
C44 (1st Am. Compl. § 120). In his First Amended Sworn Complaint, he characterizes that
statement as the “creditor libel” and states that the “creditor libel” is false. See R. C44 (1st
Am. Compl. §121). In doing so, the Plaintiff seeks to hide behind “absolute truth.”
However, as stated above, a defendant need only demonstrate the "substantial truth” or
“gist” or “sting” of the allegedly defamatory material to raise truth as a defense. Lemons,
253 IlI. App. 3d at 890, 625 N.E.2d at 791; Farnsworth, 43 I11.2d at 293-94, 253 N.E.2d at

412. Kilbane, 38 Ill. App. 3d at 175, 347 N.E.2d at 761; American Int’l Hosp.,136 Ill. App.

3d at 1022, 483 N.E.2d at 968.

In his affidavit, Defendant has stated that he verified with the bankruptcy court
through the trustee’s final report that the Plaintiff had not made a payment to his creditors
for 15 months. See R. C157-58 (Andrews’ Affidavit 4 20). In the First Amended Sworn
Complaint, the Plaintiff includes reference in the Sixth Disparagement to the Defendant’s
website from which one can still access the trustee’s final report that demonstrates the
substantial truth to Defendant’s statement (in essence, from a list of all known creditors over
the course of ten pages, the absence of any payments to anyone but the Office of the US
Trustee, the Plaintiff’s attorney, the Trustee, and the refund to Plaintiff). Consequently, this

statement cannot under any circumstance give rise to liability for defamation because the

¥ Although the Plaintiff limits his objection to a single statement in the Sixth Disparagement for purposes of
Count Ten, he later references the Sixth Disparagement generally in other Counts (e.g. Count Eleven). The
Sixth Disparagement contains no false statements. As to the first paragraph, Defendant merely updates the
website with accurate information obtained from the Plaintiff and the trustee’s report filed in Plaintiff’s most
recent bankruptcy proceeding. As to the second paragraph, the statements characterize the Defendant’s own
software as being appropriate for “hobby” or “personal” use; recommend Plaintiff’s software for business use
(a characterization of which Plaintiff admits); and, articulate Defendant’s opinion as to the absence of
consumer protection laws for business software (a characterization of which Plaintiff admits). Each of these
has been previously addressed. See supra, ILB.2.b.
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statement is substantially true, if not absolutely true. See Lemons, 253 Ill. App. 3d at 890,
625 N.E.2d at 791; Farnsworth, 43 111.2d at 293-94, 253 N.E.2d at 412. Kilbane, 38 Ill.

App. 3d at 175, 347 N.E.2d at 761; American Int’l Hosp., 136 Ill. App. 3d at 1022, 483

N.E.2d at 968.
3. Conclusion as to Defamation
For the foregoing reasons, the Plaintiff’s claims for defamation in Counts Two, Four,
Five, and Ten fail to state a claim.

C. Plaintiff Fails To State a Claim for Tortious Interference with
Prospective Economic Advantage.

Plaintiff fails to state a claim for tortious interference with prospective economic
advantage in Counts One, Eight, and Eleven.’

1. Plaintiff Fails to Properly Allege the Elements.

In Counts One, Eight, and Eleven, the Plaintiff fails to properly allege the elements
necessary to successfully plead a claim for tortious interference with prospective economic
advantage. To sufficiently allege such a claim, a plaintiff must allege: (a) a reasonable
expectancy of entering into a valid business relationship; (b) the defendant's knowledge of
such expectancy; (c) an intentional and unjustifiable interference by defendant with the
third-party that induced or caused a breach or termination of the expectancy; and, (d)
damage to the plaintiff resulting from defendant's alleged interference. Anderson, 172 I11.2d

at 416-417, 667 N.E.2d at 1303. Further, a Plaintiff must allege that the defendant engaged

in a specific action against the party with whom the plaintiff expected to do business.

9 Plaintiff titles Counts One, Eight, and Eleven “Tortious Interference with Prospective Economic Advantage,”
“Tortious Interference with Prospective Economic Advantage I1,” and “Tortious Interference with Prospective
Economic Advantage I11,” respectively. See R. C34, 42, 44 (1* Am. Compl.). For each of the first, fourth and
sixth “disparagements” in his First Amended Complaint, he creates separate counts. See generally R. C27-46
(1st Am. Compl.) This being the only difference and because the same deficiency applies to all three counts,
the Defendant will address these counts collectively.
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Schuler v. Abbott Laboratories, 265 Ill. App. 3d 991, 994, 639 N.E.2d 144, 147 (1st Dist.

1993). Moreover, the plaintiff must allege a business expectancy with a specific third party
and not merely allege a general expectation of future business. Id. Finally, the plaintiff
must plead, and eventually prove, purposeful interference that connotes impropriety. Dowd

& Dowd, Ltd. v. Gleason, 181 11.2d 460, 485, 693 N.E.2d 358, 371 (I1l. 1998). Indeed,

there will be no liability for interference with a prospective contractual relation where the

defendant merely conveys truthful information. Cromeens, Holloman, Sibert, Inc. v. AB

Volvo, 349 F.3d 376, 399 (7th Cir. 2003) (citing Soderland Bros. v. Carrier Corp. 278 1ll.

App. 3d 606, 620, 663 N.E.2d 1, 28 (1st Dist. 1995)); see also Kempner Mobile Elecs., Inc.

v. Southwestern Bell Mobile Sys., 428 F.3d 706, 716 (7th Cir. 2005).

Here, Plaintiff has failed to allege any specific third parties with whom he expected
to enter a valid business relationship. See generally R. C27-46 (1st Am. Compl.). Rather,
the Plaintiff merely states that Plaintiff “has a reasonable expectancy to do business with
dog, cat and horse breeders, and the exhibitors thereof.” R. C34 (1st Am. Compl. § 41).
This is clearly insufficient. See Schuler, 265 T1l. App. 3d at 994, 639 N.E.2d at 147,
Anderson, 172 I11.2d at 407-408; 667 N.E.2d at 1303. To save his claim, Plaintiff, in a

cursory fashion, cites to O’Brien v. State Street Bank & Trust for the proposition that a

plaintiff properly alleges an expectancy if “a class of identifiable third persons, past and

future customers, has been alleged.” O’Brien v. State Street Bank & Trust, 82 I1l. App. 3d

83, 85,401 N.E.2d 1356, 1358 (4th Dist. 1980). Plaintiff’s reliance on O'Brien is
misguided. O’Brien involved an identifiable class of third parties arising from the plaintiff’s
existing business relationships that included “contracts, accounts and obligations” among

his customers and suppliers that he could specifically identify for purposes of constituting
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prospective business relations. Id. (emphasis added). Consequently, O’Brien does not
support Plaintiff’s reliance on an ambiguous, general expectation of future business. Id.
With O’Brien having been clarified, Plaintiff has not and cannot cite to any Illinois authority
holding that ambiguous allegations of general, hopeful expectations of future business
suffice for this claim. See generally R. C27-46 (1st Am. Compl.). In fact, Plaintiff never
demonstrates that “a class of identifiable third persons has been alleged.” See id. Thus,
Plaintiff fails to plead an identifiable class of third parties. See O’Brien, 82 Ill. App. 3d at
85, 401 N.E.2d at 1358.

Having determined that the Plaintiff has failed to allege any third parties or
identifiable class of third persons with whom he had a reasonable expectancy of entering
into a valid business relationship, Plaintiff also necessarily fails to allege Defendant’s
knowledge of any such expectancies. See generally R. C27-46 (1st Am. Compl.).
Moreover, because Defendant could not and did not know of any such expectancies,
Plaintiff has failed to sufficiently allege that Defendant intentionally interfered with any
such business expectancy. Id.; see also R. C.157-58 (Andrews’ Affidavit). Finally, Plaintiff
cannot sufficiently allege damages with respect to third persons, business expectancies, and
intentional interference that simply have not been alleged and did not exist. O’Brien, 82 Ill.
App. 3d at 85, 401 N.E.2d at 1358; Anderson, 172 I11.2d at 406-407, 667 N.E.2d at 1303;
Schuler, 265 Ill. App. 3d at 994, 639 N.E.2d at 147.

2. Defendant Conveyed Truthful Information.

Even if Plaintiff has identified third parties or an identifiable class of third persons,

the Plaintiff has failed to allege any impropriety giving rise to a claim for tortious

interference with business expectancy. Merely conveying truthful information does not give
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rise to liability for interference with a prospective contractual relation. Cromeens

Holloman, Sibert, Inc., 349 F.3d at 399; see also Kempner Mobile Elecs., Inc., 428 F.3d at

716.

a. Count One and the First and Fifth Disparagements.

Plaintiff complains of the First and Fifth Disparagement in Count One. Although the
Plaintiff fails to incorporate any prior allegations into his Count One, the Plaintiff contends
that the First and Fifth Disparagements constituted tortious interference with prospective
economic advantage. See R. C34-35 (1st. Am. Compl. 99 41-54).

As discussed supra, the First Disparagement contains truthful statements to which
the Plaintiff admits. See supra I1.B.2.a. As such, the First Disparagement does not give rise
to liability for tortious interference with prospective economic advantage. Id.; see

Cromeens, Holloman, Sibert, Inc., 349 F.3d at 399; Kempner Mobile Elecs., Inc., 428 F.3d

at 716. As to the Fifth Disparagement, it reads:
According to recent bankruptcy documents filed by Mr. Tamburo he doesn’t
pay his taxes nor is he able to finish the CompuPed Millennium product.
His court documents show he owes the IRS over $160,000.00 and his sworn
statemts [sic] include “The Millennium edition of CompuPed is almost done,
but I lack the funds to pay to complete the programs.’
The shocker is he is still pre-selling CompuPed Millennium licenses over five
months after telling the court he will not be able to complete the program.
Remember, he is the one who has “All sales are final” to make sure his
customers don’t cheat him.

R. C31 (1st Am. Compl. § 28). Plaintiff does not dispute the truth of these statements.
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Rather, Plaintiff argues that the statements upon which Andrews relied to make the Fifth
Disparagement were “months old.” See R. C31 (1st Am. Compl. § 29). Because the
statements in the Fifth Disparagement represent truthful statements, the Fifth Disparagement
does not give rise to liability for tortious interference with prospective economic advantage.

See Cromeens, Holloman, Sibert, Inc., 349 F.3d at 399; Kempner Mobile Elecs., Inc., 428

F.3d at 716. Therefore, Count One must be dismissed.

b. Count Eight and the Fourth Disparagement.

Plaintiff next complains of the Fourth Disparagement in Count Eight. Although the
Plaintiff fails to incorporate any prior allegations into his Count Eight, Plaintiff contends
that through the Fourth Disparagement Defendant personally told numerous people “that
John was to be imminently liquidated, and product support for John’s software would be
discontinued or extremely difficult to obtain.” R. C30-31 (1st Am. Compl. § 26). In the
context of Plaintiff’s bankruptcy proceedings, this statement again is subject to innocent

construction. See Uline, Inc., 437 F. Supp. 2d at 803. Consequently, the Fourth

Disparagement is not actionable. See Kolegas, 180 I11.2d at 313, 607 N.E.2d at 207.
Therefore, Count Eight must be dismissed.

c. Count Eleven and the Sixth Disparagement.

In Count Eleven, the Plaintiff complains that the “Sixth Disparagement” gives rise to
a claim for tortious interference with prospective economic advantage, despite failing to
incorporate any prior allegations. See R. C44-45 (1st Am. Compl. 1 126-135). As
discussed supra, the Sixth Disparagement contains statements that, if not entirely true,
clearly represent the substantial truth. See supra 11.B.2.d. As such, the Sixth

Disparagement does not give rise to liability for tortious interference with prospective
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economic advantage. Id.; Cromeens, Holloman, Sibert, Inc., 349 F.3d at 399; see also

Kempner Mobile Elecs., Inc., 428 F.3d at 716. Consequently, Count Eleven must be

dismissed.

For the foregoing reasons, Plaintiff has failed to state a claim for Tortious
Interference with Prospective Economic Advantage. Therefore, Counts One, Eight, and
Eleven must be dismissed.

D. Plaintiff’s Claims Against Defendant for Unfair Competition are
Erroneous and Misguided.

Plaintiff fails to state claims in Counts Three, Six, Seven and Nine in which he
alleges unfair competition.'® Common law unfair competition has been codified as the
Illinois Uniform Deceptive Trade Practices Act (“UDTPA”), 815 ILCS § 510/1, et seq. MJ

& Partners Restaurant Ltd. Pshp. v. Zadikoff, 10 F. Supp.2d 922, 929 (N.D. I11. 1998). As

the Custom Business Systems Court explained:

|
|
|
|
3. Conclusion as to Tortious Interference.
|
\

The plaintiff's brief suggests in its form a distinction between the common
law tort of unfair competition and a course of action based on the Uniform
Deceptive Trade Practices Act, and we are not inclined to dispute that there
may be a cause of action under certain aspects of the common law which are
not covered by the Uniform Deceptive Trade Practices Act. However, the
plaintiff does not set out in its brief a distinct theory under the common law
which would entitle it to judgment separate and apart from issues cognizable

under the Uniform Deceptive Trade Practices Act, and as the plaintiff admits

10 Plaintiff titles Counts Three, Six, Seven, and Nine “Unfair Competition”, “Unfair Competition 11", “Unfair
Competition III”, and “Unfair Competition IV”. See R. C36, 39, 41, 43 (1" Am. Compl.). Defendant will
address all four counts (II1, V1, VII and IX) collectively as Plaintiff's claim for “Unfair Competition.”
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in its brief, while over the years 'the courts of Illinois and other states have
consistently expanded and developed the scope of this tort * * * the case law
which has come out of this development has not spelled out in well defined
terms the elements necessary to state a cause of action for unfair competition.
It was no doubt for this reason that the legislature enacted the Uniform
Deceptive Trade Practices Act which, as the plaintiff acknowledges in its
brief, “was quickly recognized by the courts of Illinois as being a codification
of the common law tort of unfair competition.” Since the plaintiff's brief
does not point out any aspect of this case which constitutes a separate
common law tort, in addition to the allegations of violation of the
Uniform Deceptive Trade Practices Act, we are not inclined to search out
the ramifications of a common law action, which might establish grounds
for relief in addition to the elements of unfair competition recognized
under the Act. We are inclined, therefore, as did the trial court, to consider
the sufficiency of the complaint on the basis of the Uniform Deceptive Trade
Practices Act.

Custom Business Systems, Inc. v. Boise Cascade Corp., 68 Ill. App. 3d 50, 52-53,

385 N.E.2d 942, 944 (2nd Dist. 1979) (emphasis added). While a cause of action for
common law unfair competition may exist separate from the UDTPA, a plaintiff

alleging such a claim must demonstrate its distinctiveness fro m the provisions of the

UDTPA. Id. at 52-53.
Here, Plaintiff has failed to demonstrate how his common law claims for unfair

competition “constitute a separate common law tort” by providing remedies unavailable
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under the UDTPA. In his attempt to do so, Plaintiff invokes the Restatement (Third) of
Unfair Competition (“Restatement”). See Appellant’s Brief pp. 39-40. Yet, he cites no
Illinois authority adopting the Restatement. Id. In fact, a search for case law among Illinois
state court opinions that reference the Restatement in any context found only one case that
cited § 42 of the Restatement in the context of trade secrets. See Abel v. Fox, 274 Ill. App.
3d 811, 820, 654 N.E.2d 591, 597 (4th Dist. 1995). Given the clear codification of unfair
competition under the UDTPA and the absence of any authority adopting the Restatement to
supplement the UDTPA, the Restatement has not been adopted in Illinois in this context.
Assuming, arguendo, the Restatement has been adopted in Illinois, Plaintiff cites
sections that are inapplicable to the instant action. Specifically, the sections cited by the
Plaintiff relate to representations made by a defendant about the defendant’s own products
or services, not a plaintiff’s products or services. See Appellant’s Brief pp. 39-40. Here, the
alleged statements by Defendant of which Plaintiff complains were made about Plaintiff’s
products. Consequently, §§ 2 and 3 of the Restatement have no application to the
allegations in Plaintiff’s Amended Complaint.'’ See REST. (3*°) UNFAIR COMPETITION §§ 2-
3. Consequently, as Plaintiff has provided no authority even suggesting the Restatement
governs his purported common law claims and because Plaintiff rests his entire basis for
such claims on the Restatement, he has failed to articulate any grounds for relief that should
be recognized in addition to the UDTPA. Consequently, this Court should decline “to
search out the ramifications of a common law action, which might establish grounds for

relief in addition to the elements of unfair competition recognized under the” UDTPA. Id.

"' Although Plaintiff cites Abbott Laboratories v. Mead Johnson & Co., 971 F.2d 6 (7th Cir. 1992) and Vidal
Sassoon, Inc. v. Bristol-Myers Co., 661 F.2d 272 (2nd Cir. 1981), neither case is applicable to the case at bar.
Abbott Laboratories involved an appeal from the Southern District of Indiana relating to the denial of a
preliminary injunction motion and the Lanham Act. Vidal Sassoon, Inc. involved an appeal from the Southern
District of New York relating to the denial of a preliminary injunction motion and the Lanham Act.
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As Plaintiff’s claims for common law unfair competition need not be addressed
separately from those of the UDTPA, they most certainly should be dismissed. McGraw-

Edison Co. v. Walt Disney Productions, 787 F.2d 1163, 1173-74 (7th Cir. 1986). For,

Plaintiff has failed to sufficiently plead a cause of action under the UDTPA. Particularly, he
fails to allege or identify any specific provisions and/or language provided by the UDTPA
that Defendant purportedly violated. See R. C36-37, 39-41, 43-44 (1st Am. Compl.).
Indeed, Plaintiff plainly announces that he has not alleged the specific provision of the
UDPTA that Defendant is alleged to have violated. See Appellant’s Brief p. 39. “John
cannot locate any reported Illinois case where a complaint was dismissed for failing to
allege the specific provision of the UDTPA that the Defendant is alleged to have violated.”
Id. Thus, Plaintiff fails to sufficiently allege unfair competition under the UDTPA. See 815
ILCS § 510/1, et seq.; MJ & Partners, 10 F. Supp.2d at 929. As Plaintiff's claim fails under

the UDTPA, it must also fail as common law competition. See id.; Mars, Inc. v. Curtiss

Candy Co., 8 Ill. App. 3d 338, 344,290 N.E.2d 701, 704 (1st Dist. 1972).

Even assuming, arguendo, Plaintiff has pled viable common law claims for unfair
competition, the claims arise from the truthful statements made by Defendant on his
website. See supra R. C36-37, 39-41, 43-44 (1st Am. Compl.); see also generally R. C157-
58 (Andrews’ Affidavit). Consequently, there is no basis for Plaintiff's unfair competition
claims, and as such, Plaintiff’s claims must again fail.

For the foregoing reasons, Plaintiff has failed to state a cause of action for unfair
competition in Counts Three, Six, Seven, and Nine of his First Amended Complaint.
Therefore, the claims must be dismissed. See 815 ILCS § 510/1, et seq.; MJ & Partners, 10 F.

Supp.2d at 929; Custom Business Systems, Inc., 68 I1l. App. 3d at 52-53, 385 N.E.2d at 944.
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For the foregoing reasons, Defendant respectfully requests that this Court affirm the

CONCLUSION

trial court’s dismissal of the Plaintiff’s First Amended Complaint in its entirety.

Dated: Chicago, Illinois
September 20, 2006
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LEXSEE 2005 U.S. DIST. LEXIS 6244

ALLIED VAN LINES, INC., Plaintiff, vs. GULF SHORES MOVING & STORAGE,
INC., NADINE PFEIFFER, WARREN C. PFEIFFER, and REBECCA DAFFRON.
Defendants.

Case No. 04 C 6900

UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF
ILLINOIS, EASTERN DIVISION

2005 U.S. Dist. LEXIS 6244

February 23, 2005, Decided

SUBSEQUENT HISTORY: Motion granted by, Dis-
missed by Allied Van Lines v. Gulf Shores Moving &
Storage, Ine., 2005 US. Dist. LEXIS 20209 (M.D. Fla.,
May 2, 2005)

CASE SUMMARY:

PROCEDURAL POSTURE: Plaintiff van line alleged
that defendant, one of its agents, failed 1o pay monics
pursuant {o an agreement for the van line (o receive a
specified portion of the revenue generated from the
agent’s moving business. The van line further alleged that
the agent. two of the agent's officers, and the guarantor
ol the agent's contractual obligations converted funds
owed to the van tine. The agent moved to dismiss and, in
the alternative, for transfer.

OVERVIEW: The van linc was a large interstate mov-
ing company that conducted its business through a net-
work of independent trucking companies contracted as
agents. The minimum contacts in the forum state by the
agent's alleged commission of a tort--conversion--causcd
mjury to the van lines. Though Hlinois was the van line's
chosen forum, the material events took place in Florida,
Hinois lacked a significant relationship with the parties'
underlying dispute in the present case, because the mate-
rial events ook place in Florida., The agent provided
moving services from its sole place of business in Flor-
idie. The funds that the van line claimed that it was owed
and those that were allegedly converted were all gener-
ated by the agent's work providing moving services from
its Florida base of operations. It was true that any harm
to the van line took place in Hlinois. But the events that

gave rise to that alleged injury occurred in Florida. 1 was

overwhelmingly likely that evidence of the revenues
generated by the agent's activities was situated in IFlorida,
and that the testimony regarding what the agent did or

did not do would come largely from witnesses in tha
state.

OUTCOME: The court denied the agent's motion 10
dismiss for lack of personal jurisdiction. The court
granted the motion to transfer.

LexisNexis(R) Headnotes

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > General Overview

Civil Procedure > Pleading & Practice > Defenses,
Demurrers, & Objections > Motions ro Dismiss

[HNT] When a court considers a motion to dismiss for
lack of personal jurisdiction, the facts alleged by the
plaintiff in the complaint are taken as true unless they are
contradicted by affidavits submitted by the defendant. If
the parties submit conflicting affidavits. the contlicis are
resolved in the plaintifT's favor,

Civil Procedure > Jurisdiction > Diversity Jurisdiction
> General Overview

Civil Procedure > Jurisdiction > Personal Jurisdicrion
& In Rem dctions > In Personam Actions > General
Overview

[HN2] The plaintiff bears the burden of proving the exis-
tence of personal jurisdiction by a preponderance of the
evidence,

Civil Procedure > Jurisdiction > Jurisdictional Sources
> Statutory Sources

Civil Procedure > Jurisdiction > Personal Jurisdiceion
& In Rem Actions > Constiturional Limirs
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Civil Procedure > Jurisdiction > Personal Jurisdiction
& fin Rew Actions > In Personam Actions > General
Overview

HHNZ ] The Hlinois long-arm statute allows THinois courts
o assert personal jurisdiction to the maximum extent
permitted by the Hlinois and United States Constitutions.
735 1L Comp. Stat. 5/2-209(c). Because Illinois courts
have not clucidated any operative difference between the
limits imposed by the Illinois Constitution and the fed-
cral imitations on personal jurisdiction, the two constitu-
tional analyses collapse into one.

Civil Procedure > Jurisdiction > Jurisdictional Sources
> General Overview

Civil Procedure > Jurisdiction > Personal Jurisdiction
& [ Rem Actions > In Personam Actions > General
Overview

[LINA] Due process permits a court to exercise jurisdic-
ton when the defendant has had "minimum contacts"
with the forum state such that the defendant could rea-
sonably anticipate being haled into court there, and when
the maintenance of the suit does not offend traditional
notions of fair play and substantial justice.

Copyright Layw > Civil Infringement Actions > General
Overview

Torts > Business Torts > Commercial Interference >
Prospective Advantage > General QOverview

Torts = Procedure > Commencement & Prosecution >
General Overview

[HINS] A tort takes place at the site where injury occurs.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& fin Rem Actions > In Personam Actions > Minimum
Contacts

[IIN6] Where defendants have purposefully established
minimum contacts with the forum state, the court must
determine whether exercising establishing personal juris-
diction over them would violate "traditional notions of
lair play and substantial justice." This requires analysis
ol the burden on the defendant, the interest of the forum
state in adjudicating the dispute, and the plaintiff’s inter-
st in obtaining convenient and effective relief,

Civil Procedure > Venue > Federal Venue Transfers >
Convenience Transfers

Civil Procedure > Venue > Federal Venue Transfers >
lmproper Venue Transfers

{HINT] Under 28 U.S.C.S. § 1404(a), a court may trans-
ferasuit for the convenience of parties and wimesses, in
the interest of justice o any other district or division

where it might have been brought: 28 U.S.C.S.0 3
1406(a) similarly permits transfer "in the interest ol jus-
tice." The same considerations govern transfer under
these parallel provisions.

Civil Procedure > Venue > Federal Venue Transfers >
General Qverview

[MN8] To prevail, a party secking transfer must establish
that the transferee forum is clearly more convenient. Fac-
tors affecting convenience include the plaintilf’s choice
of forum, the situs of the material cvents. the relative
case ol access to sources ol prool, the convenience of the
partics and the convenience of wilnesses.

Civil Procedure > Venue > Federal Venue Transfers >
General Overview

Civil Procedure > Federal & State Interrelationships >
Choice of Law > Significant Relationships

[HN9] Though a plaintiff's choice ol forum is ordinarilyv
granted deference. there are situations where it is not
granted great weight, such as when the forum lacks sig-
nilicant relationship with the underlying dispute.

COUNSEL: [*1] For Allied Van Lines. Inc.. a Dela-
ware Corporation, Plaintifl: Dennis E. French. Jonathan
Patrick Stringer, Raymond G. Garza. Dombroll & Gil-
more, Chicago, [L.

For Gulf Shore Moving & Storage. Inc.. Nadine Pteifter.,
Warren C Pfeiffer, Rebeeea P Daffron. Detendants: Joel
H. Steiner, Paul Anthony Gajewski. Axelrod. Goodiman.
Steiner & Bazelon, Chicago, 1L..

JUDGES: MATTHEW F, KENNELLY. District Judge.
OPINION BY: MATTHEW F. KENNELLY

OPINION:
MEMORANDUM OPINION AND ORDER

MATTHEW F. KENNELLY, District Judge:

Plaintifl” Allied Van Lines, Inc. is a large interstate
moving company that conducts its business through a
network of independent trucking companics contracied
as agents. Allied alleges that one of its agents. defendant
Gulf’ Shores Moving & Storage. Inc.. of fatling (o pay $
134.237.50 pursuant (o their agreement for Allicd to re-
ceive a specified portion of the revenue generated from
Gulf Shores' moving business. Allied further alleges that
Gulf Shores, two Gulfl Shores officers. and the guarantor
of Gull Shores' contractual obligations have converted
funds owed to Alfied. Defendants have moved (o digmiss
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for lack of personal jurisdiction, lack ol venue, and fail-
ure 1o state a claim. [#2] In the alternative, they have
asked that the case be transferred to the Middle District
of Florida, where all the defendants reside and do busi-
NCSS.

For the reasons stated below, the Court denies the
motion to dismiss for lack of personal jurisdiction but
orants the request Lo transler venue.

Facts

[1IN1] When a court considers a motion to dismiss
for luck of personal jurisdiction, the facts alleged by the
plaintiT in the complaint are taken as truc unless they arc
contradicted by alfidavits submitted by the defendant.
Savior v. Dvaiewski, 836 I7.2d 341, 342 (7th Cir. 1988).
I the partics submit conflicting affidavits, the conflicts
are resolved in the plaintifl's favor. Turnock v. Cope, 816
{720 332333 ¢71h Cir. 1987).

According to the complaint, Allied is incorporated in
Delaware with its principal place ol business in West-
mont, IHinois. Gulf Shores is incorporated in Florida
with its principal place of business in Fort Myers, Flor-
ida. Defendants Warren Pleiffer and Rebecca Daffron,
who are officers and part owners of Gull Shores, arc
residents of Florida. Defendant Nadine Pleiffer, who
cuaranticd Gulf Shores' obligations, is also a Florida [*3]

resident.

Allied and Gulf Shores signed two agency agree-
ments that did not substantially differ, Under both con-

tracts. Gull Shores promised to pay Allied a portion of

the revenue generated by its moving business. In return,
Gulf Shores obtained the right to use Allied's name and
trademarks. Allied also agreed to perform "certain home
office functions” for Gulf Shores' benefit. According (o
the contract, these included, among other tasks, billing
clicnts and agents, insuring against lost and damaged
items. and national advertising, Cmpl., Ex. 1, 2002 Con-
tract § 1.1997 Contract § 1.

Altied alleges that Gull Shores failed to pay around
5 134,000 that it was allegedly obligated (o pay under the
contracl. It alleges that the failure to pay constituted a
breach ol the contract. Allied also alleges that under the
contract. Allied had an unconditional right to immediate
payment of its share of the revenues generated by cach
shipment made by Gull Shores, and that Gull Shores, by
aceepting payment in cash and other means, and by se-
creting its collections, converted some $ 10,000 in funds
that allegedly belonged to Allied. Allied also contends
that the individual defendants are individually [*4] i
able for the conversion, though the complaint does not
deseribe their alleged involvement. Allied has also sued
Nadine Pleilfer on her guaranty of Gulf Shores' contrac-
il obligations. Finally, Allicd alleges that Gulf Shores

improperly (erminated the contract unilaterally. contrary
{o certain contractual requirements, and it asserts thal
Gulf Shores should be required o pay Allied 1ts lost
profits [or the post-termination period.

In support of their motion to dismiss. the defendants
assert, and Allied does not deny, that the defendants do
not transact any business, own any real estate. or have a
registered agent in Illinois. In addition, none of the indi-
vidual defendants has traveled to Illinois at any time
relevant to this lawsuit. Allied points out. however. that
the parties arranged for the contract and guaranty 1o be
served i [linois, set up payment of the contract in [h-
nois, and agreed in the contract that [linois law would
govern their disputes.

Discussion

A. Personal Jurisdiction

[FN2] As the plamtiff. Allied bears the burden of
proving the existence of personal jurisdiction by a pre-
ponderance of the evidence. See RAR, Ine. v, Turner Dic-
sel, Led., 107 [7.3d 1272, 1276 (7th Cir. 1997). [*5] Twr-
nock v. Cope, 816 I.2d 332, 333 (7th Cir. 1987). Be-
cause this is a diversity suit, jurisdiction is only proper in
the Northern District of IHlinois if an llinois court would
have jurisdiction. See, e.g., Michael J. Neuman & Asso-
ciates, Lid. v. Florabelle Flowers, Ine., 15 F.3d 721 724
(7th Cir. 1994).

[IIN3] The 1llinois long-arm statute allows Ilinois
courts to assert personal jurisdiction to the maximum
extent permitled by the Hlinois and United States Consti-
tutions, 735 ILCS 5/2-209(c). Becausce 1linois couris
have not elucidated any "operative difference between
the limits imposed by the linois Constitution and the
[ederal limitations on personal jurisdiction.” the two con-
stitutional analyses collapse into onc. Hyvairr nt't Corp. v
Coco, 302 F.3d 707, 715 (7th Cir. 2002).

[FIN4] Duc process permits a court to exercise juris-
diction when the defendant has had "minimum contacis™
with the forum state such that the delendant could rea-
sonably anticipate being haled into court there. and when
the maintenance of the suit does not "olfend waditional
notions of fair play and substantial justice." RAR, /07
F.3d at 1277, [*6)  Int'l Shoe Co. v. Washingron, 326
US. 310,316, 90 L. Ed. 93, 66 S. Cr. 1354 (1943). To
establish the propricty of jurisdiction over Gulf” Shores.
Allied must point to some act or transaction by which
Gulf Shores created a connection with Hlinois. such that
it purposcfully availed itself of the privilege of conduct-
ing activitics in this state. Burger King Corp. v. Rud=c-
wicz, 471 U.S. 462, 475, 85 L. Ed. 2d 328 105 S (.
2174 (1983).
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Gull Shore's contacts with llinois are similar to the
tvpes ol contacts with the forum that the Supreme Court
found suflicient to establish personal jurisdiction in Bur-
cor King. In Burger King, the plaintiff, which was based
in Florida. filed suit in that state against of onc of its
Michigan franchisces. The Supreme Court found that
jurisdiction over the franchisec in Florida was proper
even though the defendant had never set foot in that
state. The Court found that personal jurisdiction in Flor-
ida was supported by the fact that the parties' dispute
arose {rom a contract that had a substantial connection
with Florida; the defendant had negotiated with a Florida
corporation to enter into a long-term relationship that
provided the defendant with significant benelits from
affiliation [#7} with the Florida entity; the contract con-
templated an extended relationship involving continuing
and awide-ranging contacts with the Florida entity, in-
cluding the making of payments to the plaintifT's Florida
headquarters and ongoing monitoring by and communi-
caton with the plaintiff's Florida office; and the parties
had agreed that Florida law would govern their disputes.
Id ar479-82.

Similar facts are at play here. First, Gul!” Shores en-
tered an agency agreement with Allied, an [llinois corpo-
ration. that contemplated a long-lasting relationship. and
that lasted at Icast five years. Second, as in Burger King,
Gulf Shores benefitted from its affiliation with Allied, as
Howas permitted (o use Allied's trademarks, and Allied

agreed o conduct national advertising for the benefit of

all its agents. Third, similar to the defendant in Burger
Ning, Gulf Shores agreed to pay a portion of its revenucs
o Adlied in 1llinois, and Allied agreed in return to pro-
vide operational support from its 1linois ofTices. Fourth,
the partics agreed that IHinois law would govern their
disputes. See Cmpl, Ix. 1, 2002 Contract § 3.18.

I sum. Gull Shores formed an "interdependent [*8]
relationship," see Burger King, 471 U.S. ar 482, with an
Hlinois entity. This, along with the agreement that 11li-
nois law would govern the parties' disputes, "reinforced
[Gull” Shores'] deliberate affiliation with the forum State
and the reasonable foresecability of possible litigation
there.™ d. See ulso, c.g., Continental Bank, N.A. v.
Fveren, 964 [72d 701, 703 (7th Cir. 1992) (loan and
guarantee contract that were substantially connected with
Hhinois, was to be repaid in Illinois, and under which
Hhnois law governed supported jurisdiction over out-of-
stale contracling parties).

The individual defendants  established  minimum
contacts m linois by allegedly commitling a tort -- con-
version -- that caused injury here. [HINS) A tort takes
place at the site where injury oceurs. See Janmark ne. v,
Reidv, 132 F.3d 1200 ¢7th Cir 1997). n Junmark, an
Hinois maker of grocery carts accused a Calilornia com-
petiior of tortious interference  with prospective cco-

nomic advantage by making false claims of copyright
infringement. The California company sent threatening
letters to the IHlinois company's customers. leading a
New Jersey customer [*9] to cancel an order. The court
found that personal jurisdiction in Hlinois was properly
asserted over the California company because the cancel-
lation of the order completed a tort that caused an injury
in Hlinois. /d. at 1202, Similarly, here the individual de-
fendants allegedly converted funds for their own use that
were to be paid to Allied in [linois and thus mjured Al-
lied in Ulinois. I Allied's allegations regarding conver-
sion are true, the individual defendants foresaw and con-
templated that their acts would impact an Hlinois entitv.
Under Janmark, they established the requisite minimum
contacts in this state.

[HING] Becausc each of the defendants purposciuliv
cstablished minimum contacts with Ilinois. the Court
must determine whether exercising establishing personal
Jurisdiction over them would violate "traditional notions
of fair play and substantial justice." /nr'l Shoe. 326 (.5,
at 316, This requires analysis of the burden on the deten-
dant, the interest of Mlinois in adjudicating the dispute.
and Allied's inferest in obtaining convenient and eitec-
tive veliel fd. at 320, see also, World-Wide V'olkswagen
Corp. v. Woodson, 444 U.S. 286, 292, 62 L. Ed. 2d 490,
1008, Ct. 359 (1980). [*10]

Although it no doubt burdens a non-Illinois resident
to litigate in this staic, each of the defendants reasonably
could anticipate being sued in [llinois. See, g e
lease Aviation Investors 1 v. Vanguard Airlines. ine.,
262 1. Supp. 2d 898, 911 (N.D. Il 2003). Furthermore.
Ilinois has an interest in adjudicating the suil. because
Allied is an llinois company that claims to have suffored
an injury in this state. /d. Finally, Allied has a strong
interest in obtaining convenient and effective relief for
the loss of over $ 144,000 due 10 defendants' alleged
actions. For these reasons, the exercise ol jurisdiction in
this District does not violate traditional notions of fair
play and substantial justice.

B. Venue / Transfer

The parties dispute whether venue is proper hore.
but the Court need not resolve this question in order to
decide the defendants' motion to transfer the case (o the
Middle District of Florida. It is undisputed that venue
would be proper in that District. If venue is proper here,
28 U.S.Co & 1404¢a) permits transfer in an appropriate
case; il venue is improper here. 28 (4.5.C S 06y
[*11] permits transfer.

[HN7] Under § 7404(a), a court may transier a suit
"lor the convenience of parties and witnesses. in the in-
terest of justice . . . to any other district or division where
it might have been brought™: & /406¢a) suntlarlv permits
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rransier "in the interest of justice." The same considera-
tions govern transfer under these parallel provisions, see
Wild v. Subscription Plus, Inc., 292 #.3d 526, 530 (7th
Cir 2002).

[TINS] To prevail, the party sccking transfer must
establish "that the transferee forum is clearly more con-
venient.," Coffey v. Van Dorn Iron Works, 796 F.2d 217,
219220 (7 Cir. 1986). Factors affecting convenience
include the plaintiff's choice of forum, the situs of the

material events, the relative ease of access 1o sources of

prool, the convenience of the parties and the convenience
ol witnesses. See, e.g., Amoco Oil Co. v. Mobil Qil
Corp.. Q0 I Supp. 2d 958, 959 (N.D. [11. 2000).

Though Ilinois 1s Allied's chosen forum, the mate-
rial cvents took place in Florida, [IIN9] Though the
plainit{l’s choice of forum is ordinarily granted defer-
ence. there are situations where it is not granted great
weight. such as when the [*12] forum 'Tacks significant
relationship with the underlying dispute. See, ¢.g., D'An-
cona & Pflaum LLC v. M2 Software, Inc., 2001 U.S.
Dist. LEXIS 11375, No. 00 C 7150, 2001 WL 873021, *2
(ND g 2, 2001). linois lacks a significant rela-
tionship with the parties' underlying dispute in this case,

because the material events took place in Florida. Gull
Shores provides moving services from its sole place of

business in Florida. The funds that Allied claims it is
owed and those that were altlegedly converted were all
generated by Gulf Shores' work providing moving ser-
vices fromvits Florida base of operations. It is true that, as
noted carlier, any harm to Allicd ook place in [Hinois.
But the events that gave rise to that alleged injury oc-
curred in Florida.

The other factors in the transfer analysis weigh in
favor of transfer or are neutral. The issue of relative con-
venience is a wash. The partics have not specifically dis-
cussed what sources of proof may be needed at trial, Bul
itis overwhelmingly likely that evidence of (he revenues
generated by Gulf Shores' activitics is situated in Florida,

and that the testimony regarding what Gulf” Shores and
the individual defendants did or did not do [*13] will
come largely from witnesses in that state, where the rele-
vant activitics occurred.

Allied argues that the interests of justice will be
served by keeping the case in this District, where the
average time from the {filing ol"a complaint to its disposi-
tion is shorter than in the Middle District of Florida. But
this statistic is skewed by the significant percentage of
this District's cascs that consist of mortgage foreclosures.
which are heard in significant numbers in few other dis-
tricts, and nearly all of which resolve within 90 10 120
days of filing. The average time from filing 1o wial is a
much better gauge of the relative pace of cases in the two
districts. Cases move from filing to trial more quickly in
Middle District of Florida (20.2 months) than thev do in
the Northern District of Illinois (26 months). PL. Resp..
Ex. 4; Administrative Office of the U.S. Courts. Federal
Court Management  Statistics 2003: District Courts.
available at hitp:/iwww . uscourts.govicgl-
bin/cmsd2003.pl. In short, the interests of justice tavor
transfer.

Conclusion

For the reasons stated above, the Court denies the
defendants’ motion to dismiss for lack ol personal juris-
diction [docket [*14] # 3]. The Court grants delendants'
motion to transfer. The Clerk is directed 1o transmii the
records and files of this case to the Clerk ol the Middle
District of Florida, Fort Myers Division. Defendants'
motion to dismiss for lack of venue is denied as mool.
Defendants’ motion to dismiss for failure to state a claim
remains for decision by the transferee court.

MATTHEW F. KENNEDY

United States District Judge

Date: February 23, 2005
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OPINION:
MEMORANDUM AND ORDER

PlaintifTs Carl Birnberg and Jacob Moskovic brought
the instant diversity actions, on behalf of themselves and
a proposed class, for breach of fiduciary duty. breach of
contract, breach of implied covenant of good Taith and
fair dealing, violation of the Nlinois Consumer Fraud and
Deceptive Business Practices Act, intentional interference
with  contractual  relations,  fraud,  and negligent
misrepresentation against: (1) Milk Street Residential
Assoctales  Limited  Partnership  ("Milk  Street™). o
Massachusetts limited partnership: (2) Lend Lease Real
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Estate Investments, Inc. ("Lend Lease™), a Delaware
corporation; (3) Boston Financial Technology Group, Inc.
C'BFTGE), a Massachusells  corporation;  (4)  Lake
Michigan  Associates LLC ("Lake  Michigan™), a
Delaware limited liability company: (5) LMA GP LLC
("LMAT), a Delaware limited  lability company, (6)
Clark Enterprises. bnc. ("Clark Enterprises”), a Maryland
corporation; (7) Clark Onterie, LLC ("Clark Onleric”), a
Maryland corporation; (8) Boston Financial {#3] Group,
Limited Partnership ("BFGLP"), a Massachusctts limited
partnership: and 9y Boston  Financial - Group, Inc.
("BEGI™), a Massachusells corporation.

The instant matter comes before the Court on
Defendants BFGE, BIFTGI, Clark Enterprises, and Clark
Onterie’s Maotions o Dismiss Under Rule 12(b)(2) FFor
Lack of Jurisdiction [30-1 and 9-1] and lend lLease,
BIFTGIL BIFGL BFGLP, Lake Michigan, LMA, Clark
Enterprises, and Clark Onteric's Motions (0 Dismiss
Under Rule 12(b)(6) For Failure to State a Claim |37-1,
20-1,9-1, and 7-1}. nl

nl Milk Street has not {iled or joined
in any of the motions to dismiss.

IFar the reasons that Tolfow, the Rule 12(b)(2) motion
s GRANTED as to BIFTGH and DENIED with regard (o
BEGL Clark Enterprises, and Clark Onterie, while the
Rufe 12(h)(6) motion is GRANTED in part and DENIED
in part.

BACKGROUND n2

n2 The facts in the Background
section are  taken  [rom  Plaintifls'
Complaints.

4

This matter stems from a partnership dispute arising
out ol the Franklin Building  Associates  Limited
Partnership ("the Franklin Partnership®). PlaintilTs, two of
the himited partners, who reside in linois and Minnesota,
hrought this action against the gencral partners and
several companies allegedly alfiliated with the eencral
])EII'IHCI'&

The Franklin Partnership was formed by BEFTGI in
1984 1o own units in Onterie Associates, an Ulinois

limited partnership, which was created 10 own and
operate the Onteric Center, a 60 story residential and
commercial building in Chicago. Hlinois. Plaintiffs were
among 174 limited partners who bought an interest in the
Franklin  Partnership. Defendant Milk Street was the
general partner of the Franklin Partnership from 1984
until December ol 1999.

Unflortunately, the Onteric Center. and thus the
Franklin Partnership, was not a financial success, and as a
result, the Onterie Center defaulted on one ol its loans
and the limited partners did not receive any return on
their investments.

As a result of the poor financial condition of the
Onterie Center, Plaintifls allcge that Defendants created a
scheme to unlawlully enrich themselves at the expense
[#5} ol the limited partners. On February 23, 1999,
Delendants mailed the limited partners @ memorandum
outlining a plan to acquire the limited partners' interests
and substitwte LMA for Milk Street as the general
partner. Plaintiffs alleged that this memorandum was
“lalse and misleading” in that it (1) misrepresented
Onterie's value in order Lo induce the Limited Partners o
grant their consents; (2) failed to disclose pervasive
conflicts ol interest which were part o the buy-out
scheme: and (3) left oul pertinent and fundamental
information which Delendants were required 1o disclose.

As aresult of the February 23rd memorandum and
other actions by Defendants.  PlaintilTs allege  that
Delendants were able 1o purchase the limited partnery’
interests in the Franklin Partnership. Plaintiffs alicee that
Defendants breached their fiduciary duty 1o the imited
partners, breached the Franklin Partnership agreement.
breached the implied covenant of good faith and fair
dealing, violatled (he  Hiinois  Consumer Fraud  and
Deceptive Business Practices Act, intentionally interfered
with the Timited partners” contractual relations. defrauded
the limited  partners, and  made  several negligent
misrepresentations [*6) in offering o buy the limited
partners' interests.

Aller taking limited discovery on jurisdictional
issucs, Defendants moved to dismiss Tor lack of personal

Jurisdiction, pursuant to Rule 12(b)2), and for failure to

state a claim, under Rule 12(0)(6). The Court will discuss
cach of these motions in wrmn.

ANALYSIS
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I. Maotion to Dismiss for Lack of Personal Jurisdiction

fn ruling on a Rule 12(b}(2) motion o dismiss for
luck of personal jurisdiction, the court may consider
matters outside the pleadings, such as affidavits and other
materials submiticd hy the parties. O'Hare Int'l Bank v.
Hampton, 437 1°.2d 1173, 1176 (7th Cir. 1971). The
plaintifts bear the burden ol cstablishing  personal
jurisdiction by a preponderance of the evidence. Turnock
vo Cope, 816 F.2d 332, 333 (7th Cir. 1987). The court
must resolve any factual disputes in the plaintiffs' favor,
and accept the allegations in the plaintifs' complaints as
truc only to the extent that they are not contoverled by
other evidence in the record. Id. The court must also
aceept uncontested jurisdictional facts presented by the
defendanes as true. Connolly v, Sanuelson, 613 F. Supp.
09 1TTIN.D L 1985). |57}

A lederal court sitting in diversity has personal

jurisdiction over  nonresident  delendants only il

Jurisdiction would be proper in the stale in which the
federal court sits. Michael J. Newman & Assocs., Lid. v,
Florabelle: Flovwers, Inc., 15 1F.3d 721, 724 (7th Cir.
1994). The [Hinois long-urm statute contains a "catch-all”
provision that allows Ilnois courts 1o assert personal
Jurisdiction o the maximum extent permitied by the
Minois and United  States  Constilutions, 735 ILCS
S5/2-209(c). n3 Thus, jurisdiction is coextensive with
federul due process requirements. See  RAR, Ine. w.
Dwrner Diesel Lid., 107 F.3d 1272, 1276 (7th Cir, 1997).
Fherefore, 1o determine whether personal jurisdiction s
proper.the  court must  examine  whether  personal
jurisdiction comports with  llinois and  federal  duc
process guarantees. Id.

n3 The Hlinois long-arm statute also
gives lllinois  courts  jurisdiction  over
nonresident defendants "doing business”
in Hinois, if the claims arise Iron their
“transactions™ in Hlinois, il the defendants
committed a "tortious act™ within Hlinois.
or if they own real property in Hinois. 735
ILCS 572-209(a) & (b).

]8]
Unlortunately, Nlinois  courts  "have given little

guidance as 1o how state duc process protection differs
[rom federal protection in the context of personal

Jurisdiction.” Id. As a general rule, "urisdiction Junder

the Mlinois constitution] is to be asserted only when it is
[air, just, and reasonable . . . considering the quality and
nature ol the defendant’s acts which occur in llinois or
which alfeet interests located in Hlinois.™ 1d. (quoting
Rollins v. Elhvood, 141 [l 2d 244, 565 N.E2d 1302,
1316, 152 11l Dec. 384 (1. 1990)). Without specific
guidance from lilinois courts, federal courts sitting in
diversity in lllinois focus on federal duc process in
determining il Hlinois duc  process guarantees  are
satislicd. See Mors v, Williams, 791 F. Supp. 739, 742
(N.D. 11 1992). Consequently, absent a clear indication
that cexercise of jurisdiction here violates the Hiinois
Constitution, this Court will rely on its federal analysis of
Jurisdiction to determine il personal jurisdiction comporis

with Hlinois due process.

To assert personal jurisdiction consistent with federal
due process, the defendants must have: (A) “certain [#0]
minimum contacts with the forum state” such that (3) the
maintenance ol the suit does not offend "traditional
notions ol fair play and substantial justice." el Shoe Co.
v Washington, 326 U.S. 310, 316, 90 L. Fd. 9506 5. 1.
154 (1945).

The court’s assessment of minimum contacts depends
on whether "general” or “specilic” jurisdiction is at issue.
RAR, 107 F.3d ar 1277. Specific jurisdiction refers 1o
Jurisdiction over a defendant in a suit "arising out of or
related (o the defendant’s contacts with the forum.” 1d.
The court may exercise  specific jurisdiction over
defendants il they "purposclully established  minimum
contacts within the forum state” and those contacts "make
personal jurisdiction fair and  reasonable under the
circumstances.” Id. In examining a delendant's contucts
with a particular state, the cowrt must determine whether
the defendant “purposelully availed itself of (he privilege
ol conducting aclivitics” in the forum state <o thal it
“should reasonably anticipate being haled into count
there.” Id. In other words. the focus of the court's mquiry
must be on the "relationship among the defendant, the
forum, and the litigation. [#10] " Heritage House Resiy.,
tnc.ve Cont'l Funding Group, Inc., 906 1-.2d 276, 283
(7th Cir. 1990). The main factor in specific jurisdiction
analysis is foresceability -- was it reasonably forseeahle
to the defendant that its action could result in litigation in
the state in question. Burger King Corp. v. Rudzewic-.
471 U.S. 462, 472-74, 85 1. Ed. 2d 328, 103S. Cr. 2174
(1985). Contacts  that  arc “random.  fortuitous,  or
atenuated” are not sufficient 1o establish thal a staie's
exercise of personal jurisdiction over the defendant was
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foresceable.  Heritage  House, 906 F.2d  ar 283
Morcover, in examining the contacts in a specilic
jurisdiction analysis, the court cannot "simply aggregale
all of the defendant's contacts with the state —- no matter
how similar in terms of geography, time, or substance.”
RAR MO7 IFF.3d at 1277.

In contrast  to specilic  jurisdiction,  general
Jurisdiction is applicable when the Tawsuil neither arose
nor was related 1o the defendant's contacts with forum
state. 1d. Such jurisdiction is permitted only where the
defendant has "continuous  and  systematic  general
business contacts” with the state. [*11] 1d. The general

Jurisdiction standard is “a fairly high standard requiring a

<

T

great amount ol contacts.” Jamik, fnc. v. Davs I of

Mownt Lawrel, 74 1 Supp. 2d 818, 822 (N.D. 11l. 1999).
Factors courls examine in determining whether general
Jurisdiction exist include: (1) whether and to what extent
the defendant conducts business in the forum state; (2)
whether the defendant maintaing an office or employees
within the forum state; (3) whether the defendant sends
agents into the forum state 1o conduct business: (4)
whether the defendant advertises or solicits business in
the forum state; and (5) whether the defendant has
designated an agent for service ol process in the forum
state. See Helicopreros Nacionales de Colombia, S.A. v.
Hall, 466 U8, 408, 416, 80O L. Ed. 2d 404, 104 S. CI.
1868 (1984).

I the court finds that it has cither specific or gencral
Jurisdiction,  the  court must  still ensure  that  the
maintenance of the suit does not offend "traditional
notions ol Tair play and substantial justice.” 'l Shoe
Co., 326 U.S. ar 116, Under this determination, the court
cxamines: (1) the interest of the state in providing a
Torum [#*12] 10 the plaintiff; (2) the interest of the state in
reguluting the activity involved: (3) the burden of defense
in the torum on the defendant: (4) the relative burden of
prosecution elsewhere on the plaintilf; (5) the extent (o
which the claim is related 10 the defendant’s local
activities: and (6) the avoidance of a multiplicity of suits
on confhicting adjudications. See Asali Metal Indy. Co.
voSuper. Croof Cal., 480 U.S. 102, 115, 94 L. Ed. 2d 92,
107 5. Cr 1026 (1987): Burger King, 471 U.S. at 472-73,
476-77. Because no one factor is dispositive, this Court
must batance wll ol the Tactors. Erromarker Designs, Ine.
v Crate & Burrel Lid., 96 F. Supp. 2d 824, 840 (N.D. 111,
2000). However, the most important factors o consider
are the interests of the forum and the relative convenience
of the defendant in litigating in that forum. Koliler Co. 1.

It
&

Kohler int'l, Lid., 196 F. Supp. 2d 690, 700 (N.D. [il.
2002). It is well-settled, however, that a party that has
directed its activities at the forum state bears the burden
of presenting o "compelling case” that these other
considerations make jurisdiction in the forum [#13]
unrcasonable. Birger King, 471 U.S. a1 477,

Here, BETGI, BFGI, Clark Enterprises. and Clark
Onterie contend that Plaintilts "cannot demonstrate that
personal Jurisdiction is satisfied under cither the general
jurisdiction or specific jurisdiction standard.” The Court
will thus examine whether it has jurisdiction over cach ol
these Defendants.

A. Boston Financial Technology Group, Inc.

BITGI has presented cvidence showing that on
March 31, 1986. it changed its name to BFGI and ceased
to exist as a business enlity. See Gladstone Decl. ar 2
(Def. BFGI's Mot. to Dismiss, Ex. Ax Articles of
Amendment (Id., Ex. B) (certificate  stating  name
change). Because PlaintifTs have not contested  this
assertion, the Courl accepts this fact as true for the
purposes of this motion. Connolly, 613 F. Supp. ar 111,
Therefore, because the relevant time period regarding the
dispute over the Franklin Partnership siems from January
I, 1997 to Dccember 21, 2001, see Birnbery v Ailk
Street, 2002 U.S. Dist. LEXIS 9321, 2002 WL 1162848, ai
#6 (N.D. 1l May 24, 2002), this Court finds that BFTGI
did not have minimum contacts with Hlinois during the
relevant time period, [#14] and therelore. the Court
GRANTS BFTGI's Motion o Dismiss Under Rule
F2(h)(2) for Lack of Jurisdiction.

B. Boston Financial Group, Inc.

PlaintifTs contend that a number off mailtings by BFG]
to the limited partners, many of whom lived in llinois.
are sufficient contacts 10 enable this Courl 1o assert
Jurisdiction over BFGIL. Belore discussing these mailings.
however, the Court will examine whether documents
mailed 10 residents of  inois satisly  the  minimum
contacts requirciment.

Generally,  mail  from  a foreign  defendant 10
individuals within the forum state is insullicicnt by itselt’
to provide a basis for the exercise or personal jurisdiction.
Greenberg v, Miami Children's Hosp. Researeli Insi.,
Ine., 208 I Supp. 2 918, 926 (N.D. il 2002). Where.
however, the communication constitutes a "tortious act,”
s sufficient (o establish minimum  contacts, Sce



dage 5

2003 U.S. Dist. LEXIS 806, #14

Hervitaee House Restaurants, Inc. v, Continental Funding
Group, Inc., 906 F.2d 276, 282 (7th Cir. 1990). The
Hlinois long-arm statute provides in relevant part that:

Any person, whether or not a citizen or
resident of this State, who in person or
through an agent does any ol the ucts
[#15]  hercinalter cnumecrated, thereby
submits such person . . . Lo the jurisdiction
of the courts of this Stale as to any cause
of action arising from the doing of any
such acts: (2) The commission ol a
tortious act within this State.

733 ILCS 372-209a)2). Under section 2-209(a)(2), "a
single tortious act occurring in Hinois will cestablish
jurisdiction in Hinois, even though the delendant has no
other contact in Ilinois and has never been to Hinois.”
Mergenthaler Linotvpe Co. v, Leonard Storch Enter. Inc.,
6O L App. 3d 789, 383 N.E2d 1379, 1384, 23 1. Dec.
IS2 L App. Cro 1978). Courts have broadly construed
the term "tortious act” to include acts beyond those which
“ereate common law liability” to include "any act thal
constitutes a breach of duty Lo another imposed by law.”
Viasak v Rapid Collection Sys., Inc., 962 F. Supp. 1096,
FIOOAN.D. L 1997). See also Ohio-Sealy Matiress Mfg.
Co. v Kaplan, 429 F. Supp. 139, 140 (N.D. 1ll. 1977)
("the word "tortious’ . . . is not restricted o the technical
detinition of a tort, but also includes any acl committed
within the state which involves a breach of duty Lo [#10]
another and makes the actor liable for damages™).

Applying the above principles, courts have held that
mailings by non-resident delendants which constitute a
tortand are sent 1o Hlinois residents and alfeet interests in
Hhinois are sufficient o conler jurisdiction over the
non-resident defendant under section 2-209. Sce Cross v.
Simons, 729 I'. Supp. 588, 392 (N.D. 1. 1989); McClub
Serve, Ines v Stovall, 714 10 Supp. 370, 373 (N.D. 1.
1989). In McClub, 714 F. Supp. ar 371, in a diversily
action against a Texas defendant for breach of contract,
fraud, and fraudulent inducement, the defendants moved
to dismiss for lack of personal jurisdiction based on the
grounds that its only contact with Hllinois was a few
telephone calls and mailings o the plaintiff, an Blinois
resident. Applying [linois law, the court held that "the
mailing of ... messages into Hlinois that constitutes part
ol the tortious conduct, coupled with an intent to affect

[Hinois interests, satisfics the requirements of [section
2-209¢a)(2)]." Id. Denying the motion, the court founc
that the plaintiflT met requirements ol section 2-209(a)(2;
by alleging [*17] that the tortious conduct consisted of
mailing the fraudulent statements into Hlinois, which
were intended o and did result in cconomic injury i

0
[linois residents. 1d.

With these factors in mind, the Court now examines
the mailings which Plaintiffs contend establish personal
Jurisdiction in Hlinois under seetion 2-209. On February
23, 1999, the limited partners received a memorandum in
the mail ("the February Memaorandum™) which proposcd
a buy-out of the Franklin Partnership wherehy LMA
would replace Milk Street as the Franklin Partnership's
general partner, acquire the limited partners' interests, and
ultimately acquire the Onteric Center. The memorandum
sought the Timited partners' written consent for the
proposed acquisition, Enclosed with the memorandum
were @ consent, proxy, special power of attorney. i
certificate of non-foreign status, and a release for LMA
and Milk Street (which would be signed only if the above
transactions were completed).

The TFebruary Memorandum listed BFGL as an
attorney for the Franklin Partnership and inciuded
power ol attorney which stated that the signee

irrevocubly constitutes and appoints cach
of the Attorneys, in cach case with [#18]
full power ol substitution, the true and
lawlul atlorney-in-fact of the Principal, in
his: name, place. and sicad, 10 make,
execule,  consent o, oswear o,
acknowledge, publish, record and file: All
such instruments as the Auorneys or any
ol them may deem necessary or desirable
Lo carry oul the provisions of the sate. as
discussed in the  Memorandum. — in
accordance with s terms.

[n support of its contention that BFGI was one of the
entitics - which  mailed the  February  Memorandum,
Plaintiffs point to the Cooperation Agreement of May 23,
1999, which was signed by Milk Street, BFGIL BFTGI,
and LMA. (Pls." Mem. in Opp'n, Ex. F.) The Cooperation
Agreement stales that "BFGI, as successor to [BIFTGIY.
has certain rights pursuant to the Second Amended and
Restated  Agreement  and  Certificate of - Limited
Partnership of Onterie." Paragraph live states that;
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BIFGI hereby represents that it sent the
[Tebruary] Memorandum to all Investor
Limited Partners in Franklin of record as
of the dates of the three documents
constituting the [February] Memorandum
and  reccived  the  document  entitled
Consent, Power of Attorney and Proxy
from Investor Limited Partners in Franklin
holding  more  than = sixty-cight  |#19]
percent ol the Investor Limited Partner
interests in Franklin,

sased on this document, it would appear that BFGI sent
out the allegedly deceptive and  [raudulent February
Memorandum and  that it received  the  documents
enclosed therein from the limited partners. nd

nd Additionally, PlaintilTs cite 10 a
number ol other correspondences which
were sent (o the limited partners which
purport to be updates on the purposed
purchasc ol the limited partners' intcrests
in the Franklin Partnership, (Sce Pls'
Mcm. in Opp'n, Exs. C, D, £ and F.) Each
of these correspondences state that they
are [rom "Boston Financial.”

To rebut the contention that BFGl mailed the
February Memorandum o the limited partners, BFGI
relies on the deposition testimony of Michael Gladstone,
former vice-president of BFGI and a limited partner of
BFGLP. (See Dels' Reply, Ex. D) According  to
Gladstone, by 1992, BFGI "pretty much ceased to operate
as an operating company™ because "virtually” all of its
assets. rights, and responsibilities [#20] were translerred
to BIGLP for ax purposes. (Id. at 15, 20-21.) Alter
1992, BIFGLP "became our operating entity” and BFGI's
primary purpose was o serve as general partner of a
couple of real estate limited partnerships.” (Id. at 16-17.)
Because BFGE "was not all operating enlity at the time,”
Gladstone testified that it was not involved in the buy-out
ol the limited partners in 1998, (Id. at 57.) Gladstone
stated that the reference o BEGI in the Coopceration
Agreement was "careless on our part in preparing the
document . ... When this document was being drafied,
we were probably not all that focused on what entity was
referred to in Paragraph 5. We were merely trying to

make the representation that the investor memos had been
sent to all limited partners, and we were not {focused on
the abbreviation BFGL" (Id. at 88.) Gladstone [urther
asserted that the relerence to "Boston Financial” in the
various other correspondences mailed 1o the Limited
Partners actually referred to BFGLP not BFGIL (Id. at 60.
63, 65.) Conscquently, relying on Gladstone’s deposition
testimony, BFGI contends that "though this Court may
have jurisdiction over [BFGLP} due process simply [#21]
docs not permil jurisdiction over [BFGI|."

Despite Mr. Gladstone's testimony, this Court finds
that whether BFGI sent the February Memorandum is a
factual dispute  which (his Courl must resolve in
Plaintilfs' tavor. Turnock, 8§16 F.2d ar 333, This {inding
is supported not only by the plain language of the
February Memorandum and the Cooperation Agreement.
but by the fact that Mr. Gladstone signed the Cooperation
Agreement on behalt of BFGI. Mr. Gladstone testified
that BFGI "pretty much” ceased 1o operate after 1992, 1f,
however, BEGIL was not an operating entity after 1992,
then it is unclear why Mr. Gladstone would have signed
the Cooperation Agreement on its behall on May 25,
1999, Therefore, for purposes of  determining only
whether this Court cun assert jurisdiction over BFGI
this time, this Court finds that the February Memorandum
was mailed by BFGI.

Lven though PlaintifTs have established that BEGI
mailed the February Memorandum to Hlinois. to establish
Jurisdiction under seetion 2-209¢a)(2), PlaintifT must stifl
show that the mailing of the February Memorandum
constituted a tort which was intended to and did cause
injury to an Hlinois resident. Plaintifis [#22 allege thal
Defendants devised a plan 1o (raudulenty buy-out the
limited partners. As part of this plan, BFGI allegedly sent
the  February Memorandum  which was “false  and
misleading” in that it: (1) "misrepresented Onterie's value
in order to induce the Limited Parmners to grant their
consents™ (2) failed o disclose "pervasive condlicts of
interest” which were part of the buy-out scheme: and (3)
left out pertinent and fundamental information which
Defendants were required o disclose. As a result of the
misrepresentations  in the  February  Memorandum,
PlaintifT alicge that Defendants improperly acyuired the
limited partners’ interests “for far less than their e
value" and caused the fimited partners (o unnecessarily
incur "huge tax liabilitics."

Consequently, for the purposes of this motion. the
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Court finds that the Complaint sulTiciently alleges that
the February Memorandum was mailed as o Ulinois
residents, constituted a "tortious act,” and caused injuries
o Hlinois residents. The Court thus holds that it has
jurisdiction over BFGlunder 735 ILCS 5/2-209(a)(2).

Although this Court has jurisdiction over BFGI
under the Hinois long-arm statute, federal duc process
also requires [#231 that the excrcise of  personal
jurisdiction over a nonresident defendant be recasonable.
Int'l Shoe, 326 U.S. ar 316. Winois has a strong interest in
adjudicating injuries  that  occur within its  borders.
Coolsavings.com. Inc. v, [Q.Commerce Corp., 53 F.
Supp. 2d 1000, 1005 (N.D. 1. 1999). This intcrest is
especially strong in cases involving torts within [linois’
barders. M/AH Group v Macsoft, Inc., 1987 U.S. Dist.
LEXNIS 1821, No. 86 C 8163, /1987 WL 7823, at *3 (N.D.
I March 9. 1987) (states have a special interest in
exercising jurisdiction over those who commit Lorts
within its jurisdiction). An individual injured in IHinois
need not go 1o another state to seek redress from persons
whao, though remaining in that other state, knowingly

committed a tort causing an injury in [Hinois. Sec Calder

voJones, 465 ULS. 783, 790, 79 L. Iad. 2d 804, 104 S. Ct.
14821 1954).

Morcover, it would not be unduly burdensome for
BEGTw litigate in Minois. Euromarker Desiens, ne. v.
Crate & Barrel, Lid., 96 1. Supp. 2d 824, 840 (N.D. 1.
2000)tunless the inconvenience of having to litigate in

the Torum is so greal as to deprive the defendant [#24) of

due process. it will not overcome clear justifications for
the  exercise o jurisdiction).
Muassachuselts, where BFGL s incorporated and has its

Traveling  rom

principal place of business, to Hllinois is not oppressive.
See ido (modern advances  in transportation  and
communication make it more reasonable to litigate in a
lorcign forum). Therclore, this Court holds that it would
not be unrcasonable 1o exereise personal jurisdiction over
BIGIL

Accordingly, because BIFGI has minimum contacts
with Hllinois and it is not unrcasonable (o exercise
jurisdiction over it this Court holds that it has personal

Jurisdiction over BFGI.

C. Clark Enterprises and Clark Onteric

Plaintiff's also contend that the lollowing conlacts
cible this Court to assert specific jurisdiction over Clark
Faterprises and Clark Onterie: (1) travel (o linois by

their representatives; and (2) ownership of the Onteric
Center. n3 The Court will discuss cach of these contacts

n wrn.

n5 PlaintifTs also contend that this
Court has general jurisdiction over Clark
Enterprises and Clark Onterie. Because
this Court [linds that it has specific
Jurisdiction, it will not discuss the general
jJurisdiction contention.

1. Travel to Illinois

To cstablish  specific jurisdiction based on  the
defendant's travel (o the Torum state, the travel must have
been significantly related to the dispute at issue. Scee Wi,
Llec. Mfg. Coov. Peanant Prods., Inc., 619 1F.2d 676, 678
(7th Cir. 1980) (holding that two trips to [Hinois which
"were significant in the formation of the contract and [the
defendant’s] cfforts Lo have it satisfactorily performed”
were sulficient contacts to create specific jurisdiction).
See also RAR, 107 F.3d ar 1278 (“unless their contacts
are continuous and systematic enough 1o rise o the fevel
of general jurisdiction, individuals and corporations musi
bc able to conduct interstate business confident that
transactions in one context will not come back o haunt
them unexpectedly in another™); LaSalle Nar'l Bunk .
Vitro, Sociedad Anonima, 85 F. Supp. 2d 857, 861 (N.D.
1112000} ("the claims in the complaint must relate o, or
arise out o, the contacts with the forum™).

Here. Plaintiffs assert that representatives of Clark
Enterprises traveled o Hlinois several times within the
past few years. These trips include: (a) a trip [#20] hy
Lawrenee Nussdorf 1o meel with potential attorneys tor
litigation involving Chandra JTha, one of the general
partners in Onterie Associates: (h) a trip by Nussdort and
A Clark (o view the Onterie project and meet with the
building engineer and Jha: (¢) a trip by Nussdorf 10 meet
with Northwestern Memorial Hospital in connection with
its lease at the Onteric Cenier; (d) a trip by Rebeceea
Owen o meet with three Chicago-based lTaw firms 1o
interview legal counsel for the Jha litigation: and (¢) a
trip by Robert Flanagan 0 meet with individuals
imvolved in business matters with an alTiliate of Clark
Enterprises.

Plaintiffs, however, have failed 1o explain how Clark
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Enterprises’ contacts regarding the Jha litigation are
related o the instant litigation. Similarly, PlaintilTs have
not showed how Mr. Flanagan's mecting with Clark
Enterprises” affiliate for "business matlers™ was connected
with the instant suil. PlaintifTs have also failed to show
that the trips that Clark Enterprise executives ook 1o
Chicago regarding the Onteric Center are related to this
litigation -- c.g., the misrepresentations made 1o the
Iimited partners and the purchase ol the limited partners'
interests [#27) in the Franklin Partnership. The fact that
Clark  Enterprise  exceutives  took  trips o Chicago
regarding the general business of the Onteric Center is
not sutficient minimum contact for this Court 1o asscrt
specitic jurisdiction over Clark Enterprises.

Plaintiffs also contend that representatives of Clark
Onterie’s manager, Clark Realty Capital, L.L.C. ("Clark
Realty”), traveled to Chicago regarding Clark Onterie's
investment in Lake Michigan. This contention is bascd on
Clark Onteric’s responses Lo interrogatories. In response
to this admission, Margery Silberstein, assistant general
counscel of Clark Enterprises and  Defendants’ Rule
30ch)y6) deponent on jurisdictional issucs, testified that
Clark Onterie’s response to this interrogatory was "not
100%. accurate” because Clark Really took these trips on
behall” of Lake Michigan not Clark Onteric. This
statement, however, was contradicted by other estimony
given by Ms. Silberstein. For example, she testified that
one of Clark Realty's managers traveled o Chicago in
connection with the Onterie Center to sign the closing
statement on behall” of Clark Onterie. Additionally,
several other managers o Clark Realty  traveled to
Chicago Tor which [#28] Clark Onterie was billed for the
travel. Consequently,  because  there is  conflicting
evidence on this point, this Court must resolve any
factual disputes in the plaintiffs” favor.  Twmock, 816
F.2d ar 333, Therefore, Tor jurisdictional purposes, this
Court will assume that these trips were made on behalf of
Clark Onterie. n6

n6 As cxplained below, the Count
finds that the actions of Clark Realty can
be atributed  to Clark  Onteric  for
jurisdictional purposcs

2. Ownership of the Onterie Center

Plaintiffs  further contend  that this Court  hag
Hrsdiction because Clark Enterprises and Clark Onterie

own real property in Hlinois (the Onteric Center).
Plaintifls are correct that they can establish jurisdiction
by showing that Clark Enterprises and Clark Onteric own
real estate in Jlinois. Sec 735 ILCS 5/2-209(a)( 3) ("any
person, whether or not a citizen or resident of this Stale,
who in person or through an agent does any of the acts
cnumerated, thereby submits such person . . . to the
jurisdiction [#29} of the courts ol this State as o any
cause ol action arising from the doing ol any ol such acts:
... (3) The ownership, usc, or posscssion of any real
cstate situated in this State™).

There is, however, a problem with this contention.
As Defendants correetly point out, Clark Enterprises and
Clark Onteric do not dircetly own real estate in Hlinois.
Instcad, they own the Onterie Center indirectly through
their ownership in alfiliated companies.

Generally,  jurisdiction  over  a  subsidiary s
insufficient o confer jurisdiction over a nonresident
pavent.  LaSalle Nat'l Bank, 85 . Supp. 2d «r 864.
However,  "if the  parent  sulliciendy  controls  the
subsidiary, then cowrts will impute the acis of the
subsidiary to the parent.” Id. The general rule assumes
that there  will be some conuol in o nornul
parent-subsidiary relationship. Id. 1llinois courts have
recognized two methods for establishing jurisdiction over
a lorcign corporation based on the activities of s
subsidiary. Gruca v. Alpha Therapentic Corp., 19 [,
Supp. 2d 862, 866 (N.D. I 1998). Under the first
method, the plaintiff must provide evidence that justifies
piercing the corporate [#30] veil of the parent company.,
Id. Under the second method, the plaintiff mast show that
the parent substantially controls the activities of a
subsidiary doing business in [Hinois. Id.

Under Hlinois law, a corporation’s veil may he
picreed i there is: (1) such unity of inmerest and
ownership that the  separale  personalities  of  the
corporation and the subsidiary would no longer exist: and
(2) adherence o the fiction of separale COrporite
existence would sanction a fraud or promote injustice. 1d.
To determine if there is a sulTicient "unity of interest and
ownership” between (wo corporations, linois courts look
to Tour factors: (1) the Tailure o maintain adequate
corporate - records o (o comply  with - corporate
formalities; (2) the commingling of funds or assels: (3)
undercapitalization; and (4) onc corporation trcating the
assets of another as its own, Id.

Under the second approach, which is  "more
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flexible.,” the court must determine "whether the parent
has substantially controlled the subsidiary.” LaSalle Nat'l
Bank, S5 F. Supp. 2d at 864-65. Precisely how much
control the parent must have is "hard 1o state with
precision,” in part because there will [#31] always "be
some  controlin the  normal  parent/subsidiary
relationship.” d. See aslo Gruca, 19 F. Supp. 2d ar 868
(Uit s an cconomic fact ol life that subsidiaries arc
subject to the overalt direction of the parent, with a unity
ol interest and common objective").

The court in Gruca identificd several Tactors (o
consider in determining if o parent is so closely linked to
its subsidiary that jurisdiction over the subsidiary creates
Jurisdiction over the parent: (1) whether the parent
arranges linancing for and  capitalization  of  the
subsidiarys (2) whether separate books, tax returns, and
linancial stalements are kept; (3) whether officers or
directors are the same; (4) whether the parent holds its
subsidiary out as an agent: (5) the method of payment
madce o the parent by the subsidiary; (6) and how much

control is cxerted by the parent over the daily affairs of

s subsidiary. Gruca, 19 F. Supp. 2d ar 867.

Here, after examining the deposition testimony of

M. Silberstein, Defendants’ responses to interrogatorics,
and the organizational/ownership charl of the Onterie
Center, 1P, this Court makes the following findings of
fact Tor the purposes [#32] of the instant motion (o
dismiss for fack of personal jurisdiction.

Dissecting the corporate structure of the entities and
mdivduals who actually own the Onteric Center is no
casy task. Although Clark Enterprises indircctly owns the
Onterie Center, its ownership interest is four tiers away
from the Onterie Center. Clark Enterprises owns a 35%
mterest in Clark LMA, LLC, who in wm owns a 75%
interest in LMA, LLC, who in wrn has a 100% interest in
LMAGP, LLC, who in i is a 98.5% owner of Onterie
Center, LP. which actually owns the Onleric Center.
Likewise, Clark Onteric owns an interest in the Onteric
Center through its ownership interest in LMA, LLC.

Simply looking at the wed of ownership, however,
daes not tell the whole story. A close examination of the
corporate - structure of the  Clark  entitics -~ Clark
Enterprises, Clark LMA, and Clark Onlteric - reveals that
they are joined al the hip. Many ol Clark Enterprises’
dircctors and officers are also managers of Clark Realty,
which manages Clark Onteric, the LMA entities, and
Clark LMA. The operating agreement of cach ol these

enlitics specilically state that they cannot take any action
on their own, only through Clark Realty,  [#33]
Morcover, the same exceutives and directors of Clark
Enterprises, who also manage Clark Realty, also own
interests in Clark Onteric and Clark LMA. In facl.
overall, including the interests ol its cxecutives and
dircctors in Clark LMA, Clark Enterprises has over a
60% interest in Clark LMA.

Based on this incestuous corporale structure. it is nog
surprising that Ms. Silberstien testificd that Clark LMA,
the LMA entities, and Clark Onteric "exist solely for the
purposc ol owning an interest in the Onteric Center.” and
that they do not have any employees. directors, or
officers. (Silberstien Dep. at 49.)

In response, Clark Enterprises and Clark Onterie
contend that Plaintiffs have not proffered any evidence
relating to many of the lactors discussed above such as
whether Clark LMA, LLC and the LMA entitics keep
their own books, tax returns and linancial statements. The
reason for this tack of evidence, however, is due o Ms.
Silberstien's lack of knowledge on these issues. M.
Silberstien was designated by Clark Enterprises as its
Rule 30(h)(6) deponent for a deposition on jurisdictional
discovery, and therefore, she shoutd have had knowledge
of these issucs. Smithkline Beecham Corp. . Aporey
Corp., 2000 U.S. Dist. LEXIS 667, 2000 WL 116082,
#8-9 (N.D. 11 Jan. 24, 2000) [*34] . At her depuosition,
however, Ms. Siiberstien lacked knowledge 1o answer
guestions on these issues. Therefore, this Court finds that
these issues are questions ol Tact, which for the pUrposes
ol this motion are to he decided in Plaintills' favor. See
Fed. R. Civ. Pro. 37(b)(2)(A).

Therelore, based on this evidence, this Court finds
that Clark LMA, LLC and the LMA entities were simply
shells created so that Clark Enterprises and Clark Onterie
would have an ownership interest in the Onterie Center,
which is located in Hlinois.

This decision is supported by the holding in
Weslevan Pension Fund, Ine. v. First Albuny Corp., 964
I Supp. 1255 (S.D. Ind. 1997), which is factually similar
(o the present case. The plaintif! in Wesleyan, a pension
fund, brought an action for fraud 1o recover losses it
sulfered after investing in several real estaie lfimited
partnerships with the non-resident defendants, Ll
1257. The defendants, who consisted of three individuals.,
nine closely  held  corporations, and  three  Hmited
partnerships, brought a motion to dismiss for lack of
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personal jurisdiction pursuant to Rule 12(b)(2). [#35] 1d.

In denying the Rule 12(b)(2) motion, the courl
rejected the defendants' contention that the plaintifl must
demonstrate that cach defendant had minimum contacts
with the Torum. fd. ar 1261 Instead, the court held that,
for purposes of determining jurisdiction, it would treat
the defendants as a “single entity.” Id. The court noted
that the presumption that a subsidiary is independent
from its parent may be overcome by cvidence that "the
parent has greater control over the subsidiary, than
normally  associated  with  common  ownership  and
dircctorship or where the subsidiary is merely an cmpty
shell” Jdar 1262, Sce also APS Sports Collectibles, Inc.
v Sports Time, Inc., 299 F.3d 624, 631 (7th Cir, 2002)
(applying Hinois law, the court held that a plaintiff may
picrce  the  corporate  veil by "showing  that  one
corporation is really a dummy or sham for another™);
YKK UISA, Inc. v Baron, 976 F. Supp. 743, 747 (N.D 1.
1997) (plaintilf may picree the corporate veil by "by
alleging that the corporation was a mere shell utilized by
the individual defendant for his own personal benefit™).

Applying the above principles, [*36] the court in
Wesleyan held that "it would be entirely reasonable to
attribute any contacts of the cight subsidiary corporations
tuthe [parent] . . . on the grounds cither that [the parent]
exerted greater than normal control over its subsidiarics,
or that the subsidiarics acted as agents, or that (he
subsidiaries were merely empty shells.” 964 F. Supp. at
1261, The court based this decision on the fact that the
parent and the subsidiaries had the same principal place
ol business and phone number and shared the same
executives, directors, and sharcholders. 1d.

Accordingly, this Court finds that Clark Enterprises
and Clark Onterie, through their ownership interest in the
shell companies have an ownership interest in real
property focated in Hlinois, and therefore, this Court has

Jurisdiction over Clark Enterprises and Clark Onterie

under 735 ILCS 5/2-209a)(3). Additionally, as explained
in more detail above, this Court holds that it would not he
unreasonable Lo exercise personal jurisdiction over Clark
Lnterprises and Clark Onterie.

In sum. this Court DENIES the Motion to Dismiss
Under Rule 12(h)2) For Lack of Personal Jurisdiction as
1o BEGIL Clark Enterprises 1%37] and Clark Onteric and
GRANTS the motion with respect 1o BIFTGI.

11 Notion to Dismiss for Failure to State a Claim

In addition to the 12(b)(2) motion, Defendants have
moved Lo dismiss, pursuant to Rule 12(b)(6). for failure
Lo state a claim. n7

n7 Lend  Lease, BFTGIL. BFGL
BFGLP, Lake Michigan, Clark
Enterprises, and  Clark  Onteric have
moved to dismiss all claims, while LMA
has only moved to dismiss Counts 11 1V,
V, and VI.

In ruling on a motion to dismiss pursuant o Rule
12(b)(0), the court must assume the truth of all facts
alleged in the pleadings, construing allegations liberally
and viewing them in the light most favorable o the
non-moving party. Sce, c.g., McMath v, City of Gary,
976 F.2d 1026, 1031 (7th Cir. 1992); Gillman .
Burlingron N. R.R. Co., 878 F.2d 1020, 1022 (7th Cir.
1989). Dismissal is properly granted only il it is clear that
no sct of facts which the plaintiff could prove consistent
with the pleadings would entitle the plaintiff 10 retiet,
19381 Conlev v, Gibson, 355 U.S. 41, 45-46. 2 L. Ed. 2
80, 78 8. Ci. 99 (1957); Kunik v. Racine County, Wis.,
946 7.2d 1574, 1579 (7ih Cir. 1991) (citing Hishon v.
King & Spalding, 467 U.S. 69, 73, 81 L. [d. 2d 59, 104 §.
C1. 2229 (1984)).

The court will aceept all well-pled factual allegations
in the complaint as true. Miree v. DeKalb County, 433
U.S. 25,27 .2, 53 L. Ed. 2d 557, 97 S. C1. 2490 (1977).
In addition, the court will construe the complaint liberally
and will view the allegations in the light most favorable
t the non-moving party. Craigs, Ine. v. General Electric
Cupital Corp., 12 F.3d 686, 688 (7th Cir. 1993).
However, the court is neither bound by the plaintiit’s
legal characterization ol the facts, nor required to tgnore
facts sct Torth in the complaint that undermine the
plaintiffs claims. Scotr v. O'Grady, 975 F.2d 366, 368
(7th Cir. 1992).

Before discussing the merits of Defendams' Rule
12(b)(6) motion, however, this Court must lirst determine
which state's substantive law applics 1o Plaintiffs' claims.
Federal courts sitting in diversity jurisdiction apply the
choice-of-law [#39] rules of the state in which the courl
sits. Midwest Grain Prods. of ., Inc. v, Productization,
Inc., 228 [7.3d 784, 787 (7t Cir, 2000). n8 Accordingly,
this Courl will apply llinois choice-ol-law  rules (o
determine which state's law applies to the claims at issuc.



2003 U.S. Dist. LEXIS 806, *39

nS PlaintilTs unfortunately overlooked
this basic principle in their choice of law
argument. The cases they cited in their
bricf apply the choice-of-law rules of
Massachusetls, McAdams v. Mass. Mut.
Life fns. Co., 2002 U.S. Dist. LEXIS 9944,
2002 WL J067449 (D. Mass. May 15,
2002)., and  California,  Nibeel v,
McDonald's Corp., 1998 U.S. Dist. LEXIS
13425, 1998 WL 547286 (N.D. [ll. Aug.
1998)  (the  cowt applied  California
choice-of-law rules because the case was

transfterred from California).

Conscquently, the cases cited by plaintiff

arc inapposilte.

The partics here agree that the law ol Massachusctts
applies to PlaintilTs" breach of contract claim (Count [11)
because  the  Franklin Partnership  Agreement  (“"the
Agrecment”) contains a choice-of-law provision [¥40]
which stales that: "this Agreement shall be construed and
enforced in o accordance  with the Taw ol the Suate
[Massachusetts]." The litigants, however, disagree on
how bhroadly or narrowly this Court should apply the
Agreement's choice-ol-taw provision. Plaintifls contend
that the provision applies to all of their claims, while

Delendants assert that it only applies to the breach of

contract claim. Applying Hlinois choice-ol-law rules, this
Court finds that the answer lies hetween both parties’
positions.

Indetermining  the  breadth  of a contractual
choice-of-law provision under Hlinois law, courts apply a
two part analysis. Medline Indus. Inc. v. Maersk Med.
Lid 2002 U.S. Dist. LIEXIS 22244, 230 I, Supp. 2d 857,
2002 Wi 31557181, at #3-4 (N.D. 1. Nov. 14, 2002):
Precision Screen Mach. Ine. v, Elexon, Inc., 1996 U.S.
Dist. LEXIS 12487, 1996 WL, 495564, #2-3 (N.D. I
Aug. 28, 1996).

First, the court should examine the language of the
contract’s choice-of-law clause to determine if the partics
“intended {it) to govern all claims  between  them.”
Medline Indus. Ine., 230 F. Supp. 2d 857, 2002 U.S. Dist.
LENIS 22244, 2002 WL 31557181, ar #3-4. In making
this determination, it must be clear that the partics
intended Lo {#41] apply the choice-ol-law provision "o
atl dispuies refated” to the contract. Union Qil Co. of Ca.
vodol Brown E&C, 1994 U.S. Dist. LEXIS 13930, 1994

Wi, 5357108, al *=3 (N.D. 1L Sept. 30, 1994). Sce also
Kuehn v. Children's Hosp. of Los Angeles, 119 F.3d
1296, 1302 (7th Cir. 1997)(a contractual choice-of-faw
provision "will not be construed to govern tort as well as
contract disputes unless it is clear that is what the parties
intended"™), In Union Oil Co., 1994 U.S. Dist. LEXIS
13930, 1994 WL 53108, at #1, 3, the court held that
choice-of-taw provision, which stated that "this contract
shall  be  construed, interpreted,  and  cnforced  in
accordance with the law and jurisprudence of the State off
California,” did not demonstrate that the partics cicarly
intended 1o apply California faw to claims not related o
the contract. Similarly, in Precision Sereen Mach. Iic.,
1996 U.S. Dist. LEXIS 12487, 1996 WL 495564, #2-3, the
court held that a choice-of-law provision, which stated
that the contract "shall be governed and construed in
accordance with, the internal laws of the State o New
Jersey,” did not indicate a clear intent to apply New
Jersey law to all dispultces.

Here, the choice-ol-law provision states [#42] thal
“this Agreement shall be construed and enforced in
accordance with the law of the State [Massachusclis].”
Based on this fanguage. the Court finds that the partics
did not clearly intend the Agreement's choice-ol-law
provision (o broadly apply to all disputes arising out of
the Agreement.

The partics' intent, however, is nol determinative.
“Tort claims that are dependent upon the contract are
subject  to [the] contract's  choice-of-law  clausel. ]|
regardless of the breadth of the clause.” Mediine Indus.
Ine., 230 F. Supp. 2d 857, 2002 U.S. Dist. LEXIS 22244,
2002 WL 31557181, at 3. Sec also Precision Screen
Mach. Inc, 1996 U.S. Dist. LEXIS 12487, 1996 WL
495564, %2-3 (noting that under Hinais law, courts have
applicd  contractual - choice-ol-law  provisions 10 tor
claims, where that tort "was dependent on the contract™.
In determining whether a tort claim is dependent upon the
contract, courts examine whether: (1) "the [claim] alleges
& wrong bascd upon interpretation and construction of the
contract," Medline Indus. Inc., 230 F. Supp. 2d 8§57, 2002
U.S. Dist. LIEXIS 22244, 2002 WL 31557181, a #3: (2)
the “tort claims Jare] closely relaed o the partics’
contractual relationship,” Mivano Mach. USA, inc. v,
Zonar, 1994 U.S. Dist. LEXIS 6772, 1994 WL 233649 i
F2NLDL L May 23, 1994y %437 and (3 the tort claim
“could exist without” the contractual agreement which
containg the choice-of-law provision, Precision Screen
Mach. Inc, 1996 U.S. Dist. LEXIS 12487, 1996 W[
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4Y3364, #2-3,

Afler examining cach ol PlaintifTs' claims, this Court
finds that the claims for breach of fiduciary duty, breach
of good faith and lair dealing, and intentional interference
with  contractual  relations  arc dependent  on the
Agreement. The breach of fiduciary duty claim (Count
alleges that based on the Agreement, Defendants, as
general partners, owed Plaintiffs, as limited partners, a
l:iducizlry duty ol trust, loyalty, duc care, candor, and
ldelity. (See Compl. at PP 13-16.) Likewisc, the claim
for breach of good faith and fair dealing (Count 1V)
alleges that this duty originates from the Agreement. (Sce
id. at P9t Thus, without the existence of the
Agreement, Defendants would not have owed PlaintifTs a
liduciary duty or a duty ol good faith and fair dealing,
and thus, these claims could not have existed without the
contract and are based upon and closely related to the

contract.

Similarly, — Plaintiffs’  claim  for  intentional
interference with contractual relations [#44] (Count V)
alleges that the Agreement is a valid and enforceable
contract and that Defendants' actions interlered  with
Plaintiffs’ legal rights under the Agreement. Therclore,
the Court finds that this claim likewise could not have
existed without the Agreement and is based upon and
closely related (o the Agreement.

In contrast to these counts, the Count finds that
Plaintiffs” claim under the Minois Consumer Fraud Act
(Count 11). for negligent misrepresentation (Count VII),
and - Tor {raud (Count V1) are independent of the
Agreement, and - therefore,  not - governed by the
Agreement’s choice-of-law provision. All three of these
claims are premised, not upon the Agreement, but on
alleged misstatements and omissions which Defendants
made to Plaintifts in the Fehruary 23 Memorandum and
in the course ol the buy-oul of the limited partners'
mierests in the Franklin Partnership, Thus, these claims,
while related 1o the Agreement, are not based upon the
imterpretation of the Agreement and could exist without
the Agreement. See Chicago Printing Co., v. Heidelberg
USA Ine, 2000 US. Dist, LEXIS 15331, 2001 WL
FI34862, %3 (N.D. 1. Sepl. 25, 2001) (holding that a
contractual choice-ol-law provision did not [545] apply
o claim for neghigent misrepresentation because (e
chaim was separate from the contracty; Mellon Bank, N.A.
v Mieling 1995 U.S. Dist, LEXIS 681, 1995 Wi, 230492,
al 7 N.DO UL Jan, 10, 1995) (holding that a claim for

negligent misrepresentation "arose independently from
the contract™).

Accordingly, this Court will apply Massachusetis's
law, per the Agreement's choice-ol-law provision, 1o
Counts 1, 1V, and V. As for Counts 11, VI. and VL. this
Court must apply [linois choice of law rules in
determining which jurisdiction’s substantive law applics
to these counts. Sce Medline Indus. Ine., 230 F. Supp. 2d
857, 2002 U.S. Dist. LEXIS 22244, 2002 WL 31557181
at #4 (holding that courts should follow the state's
choicc-ol-law rules where the contractual choice-of-law
provision does not apply).

In determining which substantive Taw 1o apply o tort
claims, [linois law requires courts 1o use the "most
significant relationship test.” td. Under this test. courts
examine four Factors: (1) the place of injury: (2) the place
ol the tortious conduct; (3) the domicile of the partics:
and (4) the place where the relationship between the
partics is centered. Id. Generally, the “place of injury”
controls unless another [#46] state has 4 more significant
interest. Id.

Applying these Tactors to the present case. this Counl
finds that 1inois has the most significam relationship o
Counts I, VI, and VH. The place of injury is where
PlaintifTs live -- Ilinois and Minnesota, As explained
above, the relationship of the parties is centered around
the Onteric Center which is focated in Hlinois. Likewisc,
the alleged tortious  conduct took  place in Hiinois.
Conscquently, this Court finds that llinois low LOVCTS
Counts II, VI, and V1.

In sum, this Court will apply Massachusetis's faw 1o
Counts L, 1L 1V, and V and Hlinois law 10 Counts . VI,
and V1L The Court will now discuss cach of these claims
in turn.

AL Breach of Fiductary Duty (Count 1)

Defendants contend that except for the two veneril
partners -- Milk Street and LMA == Plaintifls have Tailed
to state a claim for breach of fiduciary duty because the
other Defendants, who were not general partners, did not
owe PlaintifTs a fiduciary duty. In response. Plaintiffs
argue that the non-gencral partner Defendants owed them
a fiduciary duty because they owned and/or controlied the
general partners and assisted in and prolitcd rom the
[*47] general partners alleged wrong doing.
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Under Massachusetls law, a gencral partner owes the
Himited partners a “liduciary duty of the ‘utmost good
fuith and loyalty”™ and must consider the limited partners’
“welfare and refrain from acting for purcly private gain.”
Wertski v. Bedford, 926 F.2d 11, 13-14 (1st Cir. 1991)
tquoting  Cardullo v. Landau, 329 Mass. 5, 105 N.E2d
S-3 (Mass. 1952)).

While Massachusetts has not addressed the issue,
several other states have held that limited partners may
bring a breach of fiduciary claim against the parents and
affiliates of the genceral partner where the limited partners
allege that the parents and affiliates controlled the affairs
of the general partner and caused or participated in the
breach of the fiduciary duty. See Wallace v. Wood, 752
A2 T175, 1181-82(Del. Ch. 1999); Chase Pran, LLC v.
Aeta Life Ins. Co., 1999 Conn. Super. LEXIS 917, 1999
WL 229274, at #6-7 (Conn. Super. Ct. Mar. 19, 1999).

Here, after examining the Complaints, this Courl
finds  that Plaintiffs  have  sufliciently alleged  that
Detendants controlled the general partners (Milk Street
and LMA) and participated in or caused the alleged [#48]
wronglul conduct. For example, Plaintiffs allege that “the
general and Jimited partners o Milk Street were all
cmpioyees and owners of Boston Financial” (Compl. at P
233 and that the Boston Financial entities (BFTGI, BIFGI,
and BFGLP) controtled the Franklin Partnership. (Id. at P
6.y PlaintifTs also allege that through its control of Milk
Street. the Boston Financial entities participated in the
scheme to improperly get the limited partners to sell their
interests in the Franklin Partnership. (Sce id. at PP 37-49,
45-51, and 66-72.) Plaintilfs further allege that Lend
L.ease owns and controls the Boston Financial cntitics,
and that through its control ol the Boston Financial
entities, Lend Lease controlled Milk Street. (Id. P 6.)
Consequently, this Court linds that Plaintilfs  have
sufficiently alleged that BFTGL, BIFGI, BFGLP, and
Lend Lease controlled Milk Street and participated in or
caused the alleged wronglul conduct.

Likewise, Plaintiffs allege that the other general
partner of the Franklin Partnership -- LMA -- is a "wholly
"ol Lake Michigan and that Clark
Onteric (a "wholly  owned  subsidiary  of  Clark
Enterprises™) is the majority owner of Lake Michigan.
[740] (id. PP 9-12.) While PlaintifTs do not specifically
allege that Lake Michigan, Clark Onterie, and Clark
Linterprises caused or participated in the alicged wrongiul
conduct. PlaintilTs allege that all Defendants "aided,

owned subsidiary’

abelted, [or] assisted” the general partners in breaching
their fiduciary dutics. Conscquently, construing  the
complaint liberally and viewing the allegations in the
light most lavorable to Plaintiffs. Craigs, Inc., 12 F.3d al
688, this Court [inds that Plaintiffs have sufficienty
alleged that Lake Michigan, Clark Onterie, and Clark
Enterpriscs controlled LMA and participated in or caused
the alleged wrongful conduct.

Accordingly, the Court DENIES the motion 1o
dismiss as to Count 1.

B. Hlinois Consumer Fraud Act (Count D

Delendants contend that Plaintiffs lack standing 10
bring a claim under the Iinois Consumer Fraud And
Deceptive Business Practices Act ("ITCFA™) because they
lail Lo allege that: (1) they were "consumers™ under the
ICFA: and (2) the transaction al issuc implicated
consumer protection concerns.

The ICFA defines "consumer™ as "anv person who
purchases or contracts for the purchase of merchandise
not for resale in the [#50] ordinary course of his trade or
business but for his use or that o & member ol his
houschold." 875 [LCS § 5053/1(e). "Merchandise” is
defined o include "any objects, wares.  goods,
commoditics, intangibles, real cstate . . . or services.”
815 1LCS § 50571(h). Nlinois courts "liberally construe”
the ICFA and "give a broad definition o consumer.”
Randazzo v. Harris Bank Palatine, 104 F. Supp. 2d 949,
954 (N.D. Il 2000). Scc also  Bell Enmer. Venture
Santunna Nawral Gas Corp., 2001 U.S. Dist. LEXIS
23684, 2001 WL 1609417, ap #4 (N.D. [ll. Dee. 12, 2001)
("the ICFA broadly defines a consumer™),

Although no Hlinois court appears to have addressed
whether the purchasers of an interest in a limited
partnership, whose only asset is real property. are
consumers  within the ICFA. courts have held that
purchasers ol real estale, sec Randels v. Best Real Estate,
Ine. 243 1 App. 3d 801, 612 N.E.2d 984, 184 1. Dec.,
108 (111 App. Cr. 1993), sceuritics, Wislow v. Wong, 713
o Supp. 1103, 1107 (N.D. 1. 1989), and franchise
licenses, Bixby's Food Sys., Ine. v. McKay, 985 . Supp.
802, SO7 (N.D. [11. 1997), are "consumers" within {#51]
the scope of the ICFA.

In Bixhy's Food Sys., nc., 985 F. Supp. ar S07.
franchisee brought an ICFA claim against its franchisor.
The defendant moved to dismiss on the grounds that the
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plaintift did nat have standing because the franchisce was
not a “consumer” under the ICFA. Id. Denying this
motion, the court held that Hlinois courts have "broadly
defined” merchandise and that franchise rights could

conslitute "intangibles™ under a broad construction ol

merchandise. Id.

Here, Plaintiffs purchased an interest in the Franklin
Partnership, whose sole asset was the Onteric Cenler.
Thus, Plaintiffs' purchase is akin to the purchasc of both
seeurities and real estate (such as a Real Eslate
Investment ‘Trust). Given the broad construction ol the
ICFAL. this Court finds that Plaintiffs have alleged
sulficient Facts al this time to Tall within the ICFA's broad
definition ol consumer.

Defendants' second contention -- that the transaction
at issue does not implicate consumer protection concerns
-- is likewisc unpersuasive. When the plaintiff itself is a
consumer, the plaintilt does not need 1o show that the
transacton implicales consumer protection concerns; this
[#52} Factor only comes into play when the purchaser is
a business. Sce fndustrial Specialty Chems. v. Cumimins
Engine Co., 902 . Supp. 805, 812 (N.D. Ill. 1995);
Reshal Assoc,, Ine. v, Long Grove Trading Co., 754 F.
Supp. 1226, 1237 (N.D. 1. 1990). A plaintiff/consumer
may bring a claim under the 1CFA bascd upon a single,
isolated injury, and [] need not [allege] wide-spread
cifect on consumers generally.” fndues. Specialty Chem.,
e, 902 F. Supp. at 812, Here, Plaintilfs have alleged
injury both ta themselves and to the numerous other
limited pariners.

Accordingly, this Court linds that Plaintiffs have
standing 1o bring an ICFA claim, and the Courl therelore
DENIES the motion to dismiss as 1o Count 11,

C. Breach of Contract (Count I11)

Defendants have also moved (o dismiss the breach of
contract claim, as o all of the Defendants who were not
general partners, on the grounds that only the general
partners -- - Milk  Street  and LMA -~ were
partics/signatorics Lo the Franklin Partnership Agreement.
Defendants are correct in noting that it is well settled
black Tetter law that only partics to a contract are bound
by that [#33] contract. 178 CSJ Contracts § 630 (2002);
{nore Tri-Star Tech, Co., Ine., 260 B.R. 319, 327 (Bankr.
1. Maxs, 20017 ).

I an attempt o get around this rule, PlaintilTs

contend that -- as they did in their breach of fiduciary
argument -- the non-general partner Delendants are hable
lor breach of contract bhecause they owned and/or
controlled the general partners and  assisted in and
profited [rom the general partners' breach ol contract.
PlaintifTs, however, have failed (o cite, and this Court has
not found, any law which supports this unigque argiment.
Onc of the cases discussed abave, Walluce, 752 A.2d
1175 at 1181-82, which held that affiliates and parents
could be diable for breach of fiduciary  duty  tor
controlling and causing the wrongful conduct of the
general partner, also held that the parents and atliliales
were not liable for breach of contract for a contract 1o
which they were not parties - only the sighatorv/eencral
partner was liable for the breach. fd. ar 1180,

Accordingly, this Court GRANTS the motion 1o
dismiss - Count I as to the non-general  partner
Delendants -- Lend Lease, BFTGI, BFGL, BFGLP. Luke
Michigan, Clark [*54] Enterprisces, and Clark Onterie.

D. Breach of Good Faith and Fair Dealing (Count
V)

Defendants contend  that - Count 1V should b
dismissed  because  Hlinois  does  nol recognize  an
independent claim for breach of good faith and fair
dealing. As discussed above, however, Massachuselis’
law applics (o this claim, and Massachusells  docs
recognize an independent claim for breach of the
covenant of good faith and fair dealing which is implicd
i every contract. Anthony's Pier Four, Ine. v. HBC
Assoc., 411 Mass. 451, 583 N.E.2d 806, 820 (Muass.
1991). Under this theory, "neither party shall do anything
that will have the effect of destroying or injuring the
rights of the other parly o receive the fruits of the
contract.” Id. To state a claim for breach of good faith
and Tair dealing, the plaintiff must allege that: (1) a
contract existed between the parties; and  (2) (he
defendant acted in bad faith, causing the plamtif o be
deprived of a benefit promised under the contract,” Id.

Here, it is undisputed that a contract (the Franklin
Partnership Agreement)y existed hetween  the venerad
partners (Milk Street and LMA) and the Plaintiffs, who
were two ol the limited [#55} partners. As discussed
above, however, Plainti(Ts have not alleged that a contract
existed between them and  the non-general  partner
Defendants. PlaintilTs also allege that Defendants "have
acted to deprive the Limited Partners of the fruits of the
Partnership Agreement.” (Compl. at P 90.) Consequently,
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this Court finds that Plaintiffs have properly stated a
claim for breach of good faith and lair dealing against the
wenceral partners -- Milk Street and LMA - but nol
against the vemaining  Defendants. The Court thus
DENIES the motion to dismiss Count 1V as (o LMA bul
GRANTS the motion as to Lend Lease, BFTGE, BFGI,
BFGLP, Lake Michigan, Clark Enterpriscs, and Clark
Onterie.

1. Intentional Interference with Contractual

Relations (Count V)

Defendants contend that Plaintiffs have failed (o0
sulficiently allege a claim for intentional interference
with contractual relations. To state a claim lor intentional

interference with contractual relations under

Massachuseus law, a plaintif! must allege that: "(1) {the
plainiff] had a contract with a third party, (2) the
defendant knowingly induced the third party to break the
contract, and (3} the plainfi was harmed by the
defendant's [#56] actions.” United Truck Leasing Corp.
v Geltman, 406 Mass. 811, 551 N.E2d 20, 2] (Mass.
1990). 19 Additionally, the plaintiff must allege that
“what the defendant intentionally did was wrongful or
improper in its means or ends.” 1d.

n9 Delendants cite only o Hlinois law
on intentional interference with
contractual relations, which is essentially
identical 1o Massachuselts  law.  Sce
Strosherg v. Brauvin Realty Servs., 295 111
App. 3d 17, 691 N.IE2d 834, 845, 229 111,
Dec. 361 (I App. Cr. 1998).

Here, Delendants contend that PlaintilTs have failed
to allege that any Defendant used any improper means to
induce a third party to breach a contract or that any
Defendant was aware ol a contract. As explained above,
however, Plaintiffs have alleged that Lend Lease, BFTGI,
BEGL BFGLP, Lake Michigan, Clark Enterprises, and
Clurk Onteric controlled the general partners of the
Franklin: Partnership and participated in or caused the
alleged wrongful conduct. Likewise, in paragraphs [#57)
90-98 of the Complaint, Plaintiffs allege that: (1) there
was a valid contract between Plaintiffs and a third party
tthe IFranklin Partnership Agreement between the limited
partners and  the  general  partners); (2)  Defendants
“improperty and intentionally” interfered  with these
contractual relations which caused the general partners to
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breach the Agreement with the limited partners: and (3)
as a result of this interference, Plaintifls tand the other
limited partners) incurred damages.

Conscquently, this Court finds that Plaintiffs have
sufficiently alleged a claim for intentional interference
with contractual relations, and thus, the motion (o dismiss
is DENIED as to Count V.

F. Fraud (Count Vi)

Defendants have also moved to dismiss Counts V1
(fraud claim) and [T (ICFA claim) on the grounds that
these claims fail to specifically plead fraud as required by
Federal Rule of Civil Procedure 9(h).

Rule  9(b) provides that  "the  circumstances
constituting fraud . . . shall be stated with particularity.”
nl0 Fed. R Civ. P 9(b), Circumstances constituting
fraud "include the identity of the person who made the
misrepresentation, the time. place, and content of the
misrepresentation, [#58] and the method by which the
misrepresentation was communicated o the plaintiff.”
General Elec. Capital v, Lease Resolution, 128 F.3d
1074, 1078 (7th Cir.1997). In other words, Rule 9¢h)
requires a plaintifT to plead "the who, what. when. where
and how" of the fraud. DiLeo v. Ernst & Young, 90]
F.2d 624, 627 (7th Cir.1990). The purpose underlying
Rule 9(b)'s particularity requirement is to: (1) proteet the
defendant's reputation; (2} minimize “strike suits and
lishing expeditions”; and (3) provide notice of the claim.
Vicom, Inc. v. Harbridge Merchant Services, ine., 20
F.3d 771, 777 (7th Cir.1994). However, although a
plaintift must plead the circumstances of the alleged
fraud with particularity, "malice, intent, knowledge. and
other condition of mind of a person may be averred
generally.” Fed. R. Civ. P. 9(b).

010 Claims under the ICFA must also
comply with Rule 9(by's requirements. Sce
Swift v. First USA Bank, 1999 118, Dist.
LEXIS 8208, 1999 WL 905449, w1 #3
(N.D. lIl. 1999).

159

Here, a carelul review of the Complaint reveals tha
Plaintiffs have adequatcly pled facts setting fonth “the
identity of the person who made the misrepresentation.
the time, place, and content of the misrepresentation, and
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the method by which the misrepresenlation  was
communicated o the plaintifl.” General Elec. Capital,
128 F.3d ar 1078. For example, as discussed above, the
Fehruary Memorandum was mailed to Plaintiffs cither
direclly by Defendants or indircetly by Defendants
through affiliated companics on February 23, 1999. The
February  Mcmorandum  proposed  a buy-oul ol the
Franklin Partnership whereby LMA would replace Milk
Street as the Franklin Partnership's  gencral  partner,
acquire the limited partners' interests, and ultimately
acquire the Onteric Center. Plaintiffs allege that the
Februwry Memorandum was "false and misleading” in
that itz (1) misrepresented Onleric’s value in order to
induce the Limited Partners to grant their consents; (2)
failed 1o disclose pervasive conflicts of interest which
were part of the buy-out scheme; and (3) left out pertinent
and  [undamental information which Delendants were
required to disclose. The details of cach of these [*60]
misrepresentations are fully alleged in the Complaint, so
as to comply with Rule 9(b)'s particularity requircment.
As aoresult of the misrepresentations in the Febroary
Memorandum,  PlaintilTs  allege  that the  Defendants
improperly acquired the imited partners interests "for far
less than their true value™ and caused the limited partners
o unnecessarily incur "huge tax liabilitics.”

Accordingly. this Court finds that Plaintiffs have
alfcged suflicient facts to meet Rule 9(b)'s particularity
requirement, and thus, the motion to dismiss Count VI is
DENIED.

G. Negligent Misrepresentation (Count VII)

Lastly, Defendants contend that PlaintifTs have lailed
toadequately  plead  a claim for  negligent
misrepresentation under Hlinois law. To state a claim for
negligent misrepresentation, the plaintilt must allege that
the defendant: "(1) made a negligent misrepresentation of
material Tact; (2) is in the business ol providing
investment information;  and  (3)  made  the
misrepresentation while guiding [the plaintiff] in [its]
business  relations  with  third  parties.”  Leuwnon v
Christoph, 1997 U.S. Dist. LEXIS 1231, 1997 WL 57150,
at #26 (NLDL L Feh. 7, 1997). The "pivotal[]" inquiry in
determining 1#61}  whether the defendant is "in the
business  of  supplying  investment  information,” s
whether the defendant is “in the business of supplying
information  for the guidance of other[s] in their
transactions.” Canel v. Lincoln Nar'l Bank. 1998 U.S.
Dist. LEEXLIS 12519, 1998 WL 1760544, at %9 (N.D. 1l

Aug. 0, 1998).

Courts applying the above clements have held that
"the tort ol negligent misrepresentation is a narrow one.”
Lennon, 1997 U.S. Dist. LEXIS 1231, 1997 WL 57150, at
#26. For example, in Canel, 1998 U.S. Dist. LEXIS
12519, 1998 WL, 1760544, at *9, in recommending that
the district court grant summary judgment as to a claim
for negligent misrepresentation, the magistrate  judge
found hat the plaintiff failed to show that the defendant
was in "the business of supplying information” because
the defendant only supplicd information to the plantifl
for "a specific isolated transaction.” Id. Similarty. in
Lennon, 1997 U.S. Dist. LEXIS 1231, 1997 WL 57150, al
#26, in granting summary judgment for a claim ol
negligent  misrepresentation, the court held that the
plaintiff” did not demonstrate that the defendant was “in
the business ol supplying information” because  the
defendant provided the investment information for the
purpose [¥62] ol guiding the plaintiffs in making their
own investment decisions, not for the plaintfts to use "in
their business relations with third partics.” as required by
Minois law.

Here, alter carcfully reviewing the Complaint. this
Court [inds that Plaintilfs bave failed 10 allege that
Dclendants are in the business ol providing investment
information.  Plaintifls allege  that  Delendants only
provided investment information  for this  specific
transaction o guide Plaintiffs in making their own
investment  decisions, not for use in their business
relations with third partics. Consequently, this Court
linds that Plaintiffs have failed (o sufficienty plead a
claim for negligent misrepresentation, and therefore,
GRANTS the motion to dismiss as 1o Count VII.

In Sum, the Defendants' Rule 12(h)(6) motions are
GRANTED as 1o Counts [ and IV with respect 1o Lend
Lease, BFTGL, BEGI, BFGLP, Lake Michigan. Clark
Enterpriscs, and Clark Onteric and Count VI with
respect Lo all moving Defendants, while the motion is
DENIED as to Counts [, 11, V, and VI with respect to all
Defendants and Count 1V with respect to LMA,

With respeet to the counts  which have heen
dismissed, the Court grants Plaintiffs [#63] leave to file
an amended complaint within 21 days consisient with
their Rule T obligations.

CONCLUSION



Page 17

2003 U.S. Dist. LEXIS 806, #03

For the reasons discussed above, this Court:

. DENIES the Motion Lo Dismiss Under
Rule 12(b)2) For lack ol Personal
Jurisdiction [37-1, 306-1, and 9-1] as 1o
BFGI, Clar Enterprises and Clark Onterie
and GRANTS the motion with respect to
BEFTGI: and

CGRANTS the Motion to Dismiss Under

Rule 12(h)(6) For Failure to State a Claim
[37-1, 36-1, 9-1. 7-1] as to Counts [T and
IV with respect to Lend Lease, BFTGH,
BFGI, BFGLP, Lake Michigan, Clark
Enterprises, and Clark Onteric and Count

Vi with respect to all moving Delendants,
and DENIES the motion as to Counts 1. 11
V, and VI with respeet to all Defendants
and Count 1V with respect to LMA.

Itis so ordered.
ENTER:
BLANCHE M. MANNING

U.S. DISTRICT COURT JUDGE

DATE: 1/17/03
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LEXSEE 2002 U.S. DIST. LEXIS 23387

HAEMOSCOPE CORPORATION, Plaintift, v. PENTAPHARM AG, et al., Defen-
dants.

Case No. 02 C 42061

UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF
ILLINOIS, EASTERN DIVISION

2002 U.S. Dist. LEXIS 23387

December 6, 2002, Decided

DISPOSITION: [*1] Defendant's motions to dismiss
eranted in part and denied in part.

CASE SUMMARY:

PROCEDURAL POSTURE: Plaintilf manufacturer
sued defendants, alTiliated foreign corporations, one of
which was a seller of diagnostic machines and the other
ol which was a developer of pharmaceutical and cosmet-
ics ingredients. The manuflacturer alleged that defendants
infringed and diluted plaintifl's trademark which plaintiff
uscd in connection with its blood coagulation testing
machines. Defendants moved to dismiss the action for
lack of personal jurisdiction.

OVERVIEW: The manulacturer contended that per-
sonal jurisdiction over the seller was proper since the
seller maintained an Internet website in the United States
and shipped a machine to a United States customer. The
manufacturer also asseried that the developer similarly
maintained a website, marketed its products, and owned
multiple trademarks in the United States. The court held
that it lacked personal jurisdiction over the seller but it
was unable to determine whether the developer's contacts
were sulficiently exiensive to permit personal jurisdic-
ton. The seller's passive website in the United Stales,
which did little more than make information available,
did not establish general jurisdiction over the seller, and
spectfic jurisdiction was precluded since the seller was
not amenable to service of process by federal statute or
by application of the state long arm statute. Further, the
developer's contacts with the United States were insulfi-
ciently related to the action to support specific jurisdic-
tion. but further information concerning the developer's
contact was required (o determine whether general juris-
diction existed or whether the developer was amenable to

service of proceess.

OUTCOME: Defendants' motion to dismiss for lack of
personal jurisdiction was granted in part with regard o
the seller, and the court deferred ruling with regard to the
developer.

LexisNexis(R) Headnotes

Trademark Law > Federal Unfair Competition Law >
Lanham Act > General Overview

[MN1] There is nothing in the text of /3 US.CS ©
105 1(e) itself or in the legislative history which suggests
that "proceedings alfecting the mark” are limited to pro-
ceedings before the Patent and Trademark Oftice.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > General Overview

Civil Procedure > Pleading & Practice > Defenses,
Demurrers, & Objections > Motions to Dismiss

[HN2] To survive a motion to dismiss under Fed. R. Civ,
P. 12(b)(2), a plaintiff bears the burden of providing suf-
ficient evidence to establish a prima facie case of per-
sonal jurisdiction.

Civil Procedure > Pleading & Pracrice > Defenses,
Demurrers, & Objections > Motions to Dismiss

[AN3] In ruling on a Fed. R. Civ. P, 12(b)(2) motion. a
court must accept as true the jurisdictional allegations in
the complaint, unless defendants submit contravening
affidavits. Any conflicts among the parties’ affidavits
must be resolved in favor of the plaintiff. However. the
court will take as true all facts in the defendant's affida-
vits that are unrefuted by the plaintift.
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Civil Procedure > Jurisdiction > Personal Jurisdiction
& I Rem Actions > In Personam Actions > General
Overview

Civil Procedure > Jurisdiction > Subject Matter Juris-
diction > General Qverview

[1N4] In a federal question case, personal jurisdiction
may be exercised as long as haling the defendant into the
court is consistent with Fifth Amendment due process
principles and the defendant is amenable (o process from
the court.

Civil Procedure > Jurisdiction > Jurisdictional Sources
> General Overview

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > Constitutional Limits

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > In Personam Actions > Minimum
Contacts

[HINS] To sausly constitutionat due process require-
ments. a delendant must have “certain minimum con-
tacts” with the forum in question so that a court's exer-
cise ol personal jurisdiction over a defendant does not
olfend traditional notions of fair play and substantial
Justice. The meaning of that standard in a given case
depends on which type of personal jurisdiction the court
is asked to exercise: specific or general jurisdiction. A
court has general jurisdiction only if the defendant is
domiciled in the forum or has continuous and systemaltic
general business contacts with the forum. I the court
cannot exercise general jurisdiction, it will be able to
exercise specilic jurisdiction provided that the defendant
has sufficient minimum contacts with the forum and the
litigation is related to or arises oul of these specific
minimum contacts,

Civil Procedure > Jurisdiction > Personal Jurisdiction
& it Rew Actions > Counstitutional Limits

Civil Procedure > Jurisdiction > Subject Matter Juris-
diction > General Overview

[HING] Ina federal question case, the forum in question is
the United States: if the defendant has suflicient contacts
with the United States as a whole rather than any particu-
lar state or other geographic area, the due process re-
quireiments of the Fifth Amendment for exercising per-
sonal jurisdiction are satisfied.

Civil Procedure > Jurisdiction > Subject Matter Juris-
diction > Jurisdiction Over Actions > General Qverview
[HN7] Jurisdiction ordinarily depends on the facts as
they exist when the complaini is filed.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > In Personam Actions > General
Overview

[HN8] Placement of a product into the stream of com-
meree, without more, is not an act ol a defendant pur-
poselully directed toward the forum state.

Computer & Internet Law > Trademark Protection >
Civil Infringement Actions > Determinations

Computer & Internet Law > Trademark Protecrion >
Civil Infringement Actions > Jurisdiction & Venne
Trademark Law > Infringement Actions > Jurisdiction
> Personal Jurisdiction

[HN9] Whether a website provides proper grounds for
exercising personal jurisdiction depends on the nature
and quality of commercial activity that an entity con-
ducts over the Internet. A three part sliding scale analysis
has emerged for determining what level of website inter-
action subjects a defendant to personal jurisdiction in a
cyberspace trademark infringement case. At one end of
the continuuny are active websites, where the defendant
directly sells its products through the website. Passive
websites, which do little more than make information
available to those who are interested, fall at the other end
of the continuum. Passive websites do not provide a ba-
sis for the exercise of personal jurisdiction. but active
websites do. The third category. sometimes called a hy-
brid website, falls between the two ends of the contin-
uum: it does not allow a user to purchase delendant's
products through the website directly, but does allow a
user (o exchange information with the defendant. A hy-
brid website can provide a basis for exercising personal
jurisdiction over defendants who maintain such sites. but
only alter linding the level of interactivity and the com-
mercial nature of the interaction to be high.

Civil Procedure > Pleading & Practice > Service of
Process > General Overview

[HNI0] Fed. R. Civ. P. 4 gaverns whether a detendant is
amenable to service of process in a federal action.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > In Personam Actions > General
Overview

Civil Procedure > Pleading & Practice > Service of
Process > General Overview A

[HNH] Fed. R. Civ. P. 4(k)(1) provides that service is
cllective to establish personal jurisdiction over a defon-
dant when cither a federal statute authorizes service or
the defendant could be subjected to the jurisdiction ol a
court in the forum state under the state’s long armi statute.
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Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > General Overview

Civil Procedure > Pleading & Practice > Service of

Process > Methods > Foreign Service

[[IN12] Fed. R. Civ. P. 4(k)(2) provides for scrvice of
process upon a foreign defendant only il (1) the plain-
(11s claim arises under federal taw, (2) the defendant is
not subject to jurisdiction in any state court of gencral
jm'is‘didiUﬂ. and (3) the exercise of personal jurisdiction
does not violate the United States Constitution or any
other federal law.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > In Personam Actions > General
Overview

Healthcare Law > Actions Against Healthicare Workers
> General Overview

[HIN13] An Illinois courl does nol acquire jurisdiction
under the "last act” doctrine simply because an economic
loss is feltin Hlinois when all the conduct contributing to
the injury occurred outside [linois,

Civil Procedure > Jurisdiction > Personal Jurisdiction
& fn Rem Actions > In Personam Actions > General
Overview

THNT4] An injury (o an interest located in a particular
state. without additional contacts with that state, is an
insuflicient basis for personal jurisdiction.

Civil Procedure > Pleading & Practice > Service of

Process > General Overview
[HN13] Fed. R. Civ. P.4(k)(2) applies only if a defen-
cdant is not subject to jurisdiction in another state.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& Lu Rem Actions > General Qverview

Civil. Procedure > Pleading & Practice > Defenses,
Demurrers, & Objections > Fuailures to State Claims
Civil Procedure > Dismissals > Involuntary Dismissals
> Iailures to State Claims

[HNT6] Without jurisdiction the court cannot proceed at
all in any cause.

COUNSEL: For Hacmoscorpe Corporation,
PLAINTIFF: John R Crossan, Chapman & Cutler, Chi-
cago. [ USA.

FFor Haemoscorpe Corporation, PLAINTIFF: Richard
Martin Labarge, Marshall, Gerstein & Borun, Chicago,
. USAL

For  Pentapharm  AG, Pentapharm  GMBH.
DEFENDANTS: Christopher James Murdoch. Martin G
Durkin, Holland & Knight LLC, Chicago. IL USA.

JUDGES: JOAN B. GOTTSCHALL. United States Dis-
trict Judge.

OPINION BY: JOAN B. GOTTSCHALL

OPINION:
MEMORANDUM OPINION AND ORDER

PlaintilT Hacmoscope Carporation ("Hacmoscope")
has brought a five-count complaint against defendants
Pentapharm AG and Pentapharm Gmbl alleging federal
claims of trademark infringement and trademark dilution
under the Lanham Act, /5 U.S.C. & 7/25(a) and (¢). in
addition to several related state law claims. The Penta-
pharm defendants have moved to dismiss the case under
Fed. R Civ. P 12(h)(2) [*2] for lack of personal juris-
diction and under Fed. R. Civ. P. [2(hb)(6) for failure 1o
state a claim. Defendant Pentapharm AG also moved 10
dismiss under Fed. R. Civ. P. 12¢h)(3) lor improper scr-
vice. nl For the reasons that follow. Pentapharm AG's
12(b)(5) motion to dismiss is denied. the Pentapharm
defendants' 12(b)(2) motion to dismiss is granted with
respect to Pentapharm GmblH, and the ruling on the
12(b)(2) motion with respect (o Pentapharm AG is de-
ferred, subject to a status hearing and possibly further
briefing. Given the lack of personal jurisdiction over
Pentapharm GmbH, (hat defendant's motion to dismiss
for failure o state a claim is denied as moot. Finally. the
court cannot rule on Pentapharm AG's motion to dismiss
for failure to state a claim unless and until it determines
that Pentapharm AG is subject to personal jurisdiction in
this court.

nl In their original motion 1o dismiss. both
Pentapharm defendants moved to dismiss due to
improper service, but alter Hacmoscope served
Pentapharm GmbH in compliance with the Hague
Convention, Pentapharm GmbH sought permis-
sion to withdraw its 12(b)}(5) motion. (Sve gener-
ally Defs. Mot. Am. Mot, Dismiss.) Defendants'
motion to amend their previously filed motion 10
dismiss is granted. Accordingly. the court will
address the 12(b)(5) motion only as it relates to
Pentapharm AG.

I. BACKGROUND
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Plaintifl” Haemoscope is an Illinois carporation in
the business of importing, and now making, specialized
blood coagulation testing machines which it uses for
conducting laboratory tests and also sells to others. The
development of Haemoscope's blood coagulation testing
machines was based on the work of Dr. Hartert of Ger-
many. According to Haemoscope, it has been the only
United States importer and reseller of the Hartert ma-
chines.  which  are  sold under the trademark
THROMBELASTOGRAPH(R), and is now designing,
manufacturing and sclling machines under that trade-
mark (and its shortened form, TEG(R)) worldwide after
acquiring rights to the mark from the German owners.
Hacmoscope alleges that, through Pentapharm GmblH's
product known as ROTEG and statements on the Penta-
pharm defendants’ websites relating to that product, the
Pentapharm defendants are infringing upon and diluting
Facemoscope's THROMBELASTOGRAPH and TEG
trademarks. Specifically, Haemoscope alleges that the
Pentapharm defendants' websites  feature  descriptive,
misdescriptive and generic misuses of THaemoscope's
registered trademarks,

Both Pentapharm defendants are foreign cntities:
Pemapharm AG is a [*4] Swiss corporation and its sister
corporation Pentapharm Gmbl 1s a German corporation.
The Pentapharm defendants are two of nine independent
companies owned by Pentapharm Holdings, Ltd., which
is located in Switzerland. The focus of Pentapharm
GmbH's business is in vitro diagnostics. One of its prin-
cipal products is the ROTEG whole blood haemostatis
analyzer, which is currently sold in Europe. Pentapharm
GmbH conducts no business in Hlinois or anywhere else
in the United States, does not market, promote, adverlise,
olfer or sell any products in the United States (with a
limited exception, as explained below), and has no rela-
tionships with any distributors in this country. Further,
Pentapharm GmblH has not yet applied for FDA approval
of the ROTEG device.

However, Pentapharm GmbH has filed an applica-
tion (through its sister corporation Pentapharm AG) to
register the ROTEG trademark in the United States.
Also. although the ROTEG device is not currently sold
or marketed in this country for in vitro diagnostic pur-
poses. Pentapharm GmblH did ship one device to a Mas-
suchusetts pharmaceutical company in February 2002 for
rescarch usce only. n2 Pentapharm GmbH subsequently
sold three ROTEG devices, [*5] for rescarch use only,
to a Danish company. In August 2002, at the purchaser's
request. Pentapharm GmblH shipped two of those devices
direcdy to the Danish purchaser's sites in Texas and Vir-
ginia,

n2 It is unclear whether the Massachuseus
pharmaceutical company paid for the ROTEG
device it received.

Pentapharm AG, Pentapharm Gmbll's sister corpo-
ration, is in the business of researching. developing and
manufacturing active ingredicnts used in the diagnostic.
pharmaccutical and cosmetics industries. Like Penta-
pharm Gmbl, Pentapharm AG conducts no business in
[llinois, and does not offer, promote, advertise or sell any
of its products here. Pentapharm AG does sell its phar-
maccutical and diagnostics ingredients directly to a few
United States purchasers, but nonce are in Hlinois. Fur-
ther, those purchasers do not resell the pharmaceutical or
diagnostics ingredients; instead, they incorporate them
into their own products. Pentapharm AG also sclls 1is
cosmelics ingredients to its United States distributor.
Centerchem, [*6] Inc., located in Connecticut.

Pentapharm AG and Pentapharm GmbH mamiain
their own websites at "pentapharm.com” and "penta-
pharm.de,” respectively. n3 Each website oflers general
information about the company, its products and‘or scr-
vices. Further, each website allows users to request addi-
tional information about the company by submitting an
on-line form. Neither website contains pricing informa-
tion or allows for the direct purchase of the company's
products. Morcover, neither website olfers users direct
interaction with a customer service representative. Pen-
tapharm GmbH's website does not offer downloadable
catalogs, nor does it provide any addresses or telephone
numbers for contacts in the United States. Pentapharm
AG's websile does offer contact information lor its
American distributor, Centerchem. Inc.. regarding its
cosmetics and diagnostic products. Pemapharm AG's
websile also offers a downloadable catalog, but that cata-
log docs nol provide any information regarding the
ROTEG device (nor doces it provide pricing information).
Rather, it directs readers interested in obtaining informa-
tion about ROTEG to contact its sister company. Penta-
pharm Gmbl. Pentapharm AG's website contains [#7] a
link to the "pentapharm.de” website. and features a pro-
file of Pentapharm Gmbl1 in the description of the Pen-
tapharm companies.

A

n3 “De" is the top-level German domain
name, In addition to the "pentapharm.de” web-
site, Pentapharm GmbH maintains an identical
website al "roteg.com.” Because those sites are
identical, the court limits its discussion 10 "penta-
pharm.de."

Pentapharm AG is also the fiduciary holder ol all
trademarks for the Pentapharm companies. Accordinglv,
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Pentapharm AG  filed the application to register the
ROTEG trademark in the United States on behalf of Pen-
tapharm Gmbl. When it filed the trademark application,
Pentapharm AG designated the Washington D.C. law
firm ol FFinnegan, Henderson, Farabow, Garrett & Dun-
ner L.LP. ("Finnegan, Henderson") as its domestic rep-
resentative for that application,

1. DISCUSSION
AL Service of Pracess Upon Pentapharm AG

Pentapharm AG has filed a motion to dismiss pursu-
ant to Rule 12(b)(3), asscrting that service upon Finne-
van. Henderson was improper. [*8] Pentapharm AG
admits that in its application to register the ROTEG
trademark. it designated Finnegan, Henderson as its
"domestic representative to receive service in connection
with proceedings affecting the mark,” as required by
Scection 1051(¢) of the Lanham Act. Relying upon Sus-
shine Distribution, tne. v. The Sports Authority Michi-
gan, Ine, 157 FCSupp. 2d 779, 787 (E.D. Mich. 2001),
Pentapharm AG argues that "the domestic representative
provision of the Lanham Act does not relate o service
lor civil actions or the jurisdiction of the federal courts.”
{Defs.” Mem. Supp. Mot. Dismiss at 4.) Conversely, rely-
ing on, F&S Vin & Sprit Aktieholag v. Cracovia Brands,
fue., 21210 Supp. 2d 852, 853-36 (N.D. 1l 2002),
tacmoscope argues that the agency of a party's desig-
nated domestic representative is not limited to proceed-
ings before the Patent and Trademark Office ("PTO"),
but rather extends to other civil aclions relating (o the
mark the party secks to register. The court finds V&S
more dircctly on point and more persuasive than Sun-
shine Distribution. In Sunshine Distribution, the courl
addressed whether § 1051(c) authorized nationwide [*9]
service ol process, whereas in V&S, the issue belore the
court was the precise issue presented here: whether it is
proper o serve a foreign defendant in a civil action
through its domestic representative designated under §
VO5He). Sunshine Distrib., 157 F. Supp.2d at 787; V&S,
2028 Supp. 2d at 834, Morcover, the V&S court's
analysis, which included an examination of the legisla-
tve history of § 1051 as well as the language of the stat-
tute. was more comprehensive. Accordingly, this court
follows the holding in F&S that [HN1] "there is nothing
m the text of § 1051(e) itself or in the legislative history
which suggests that 'proceedings affecting the mark' arc
limited to proceedings before the PTO." V&S, 212 F
Supp. 2d ar 8§35, The court therefore finds that Hacmo-
scope properly served Pentapharm AG's domestic repre-
sentative designated under §  1051(c), and denies Penta-
pharm AG's motion to dismiss under 12(b)(5).

3. Personal Jurisdiction Over Both Pentapharm De-
fendams

[HN2] To survive a motion to dismiss under Fod. R.
Civ. P. 12¢(h)(2), the plaintilf bears the "burden of pro-
viding sufficient evidence to establish a prima fucic
[¥10] case of personal jurisdiction.” Turnock v. Cope,
816 F.2d 332, 333 (7th Cir. 1987). [HN3] In ruling on a
12(b)(2) motion, the court must accept as true the juris-
dictional allegations in the complaint, unless defendanis
submit contravening affidavits. /d. Any conflicts among
the parties’ affidavits must be resolved in favor of the
plaintiff. /¢ "However, the court will take as true all
facts in the defendant's affidavits that are unrefuted by
the plaintiff." Haggerty Enters., Inc. v. Lipan Indus. Co..
Led., 2001 U.S. Dist. LEXTS 13012, No. 00 C 760. 2001
WL 968592, at *2 (N.D. IlIl. Aug. 23, 2001). [HN4] In a
federal question case, personal jurisdiction may be exer-
cised as long as haling the defendant into the court is
consistent with Fifth Amendment due process principles
and the defendant is amenable to process {rom the court.
Lifeway Foods, Inc. v. Fresh Made, Ine.. 940 F. Supp.
1316, 1318 (N.D. L 1996) (citing United States v, Mar-
tinez De Ortiz, 910 F.2d 376, 381-82 (7th Cir. 1990)).

1. Due Process

[HMN5] To satisfy constitutional duc process re-
quirements, a defendant must have "certain minimum
contacts” with the forum in question so that a court's
[*11] exercise of personal jurisdiction over a defendant
"does not offend traditional notions of fair play and sub-
stantial justice." /nt'l Shoe Co. v. Washingion, 326 U.S.
310, 316, 90 L. Ed. 95, 66 S. Ct. 154 (1943) (internal
quotation marks omitted). The meaning of thai standard
in a given case depends on which type of personal juris-
diction the court is asked to exercise: specific or general
Jurisdiction. RAR, Inc. v. Turner Diesel, Lid., 107 F.3d
1272, 1277 (7th Cir. 1997). A court has general jurisdic-
tion only if the defendant is domiciled in the forum or
"has continuous and systematic general business contacts
with the forum." /d. (internal quotation marks omitted),
If' the court cannot exercise general jurisdiction, it will be
able to exercise specific jurisdiction provided that the
defendant has sufficient minimum contacts with the fo-
rum and the litigation "is related to or ‘arises out of™
those specific minimum contacts. Helicopteros Nacion-
ales de Colombia, S. A. v. Hall, 466 U.S. 408, 414. 80 L.
Ed. 2d 404, 104 S. C1. 1868 (1984).

[HNG] In a federal question case like the case at bar.
the forum in question is the United States: if [*12] the
defendant has "sulficient contacts with the United States
as a whole rather than any particular state or other geo-
graphic arca,” the due process requirements of the Fifih
Amendment are satistied. nd Martines de Oriiz, 910 F.24
at 382, The court therefore must examine each defen-
dant's contacts with the United States,
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nd From the bricfs, it appears that none of

the partics appreciated the significance of the dis-
linction between a federal question case and a di-
versity case. Although the parties do address the
Pentapharm defendants' contacts with the United
States, they do so only as those contacls relate to
amenability to service of process under Fed. R.
Civ. P 4(k)(2).

a. Pentaplarm Gmbll

Pentapharm GmbH's contacts with the United States
are extremely minimal: it maintains a website that is ac-
cessible in this country and, although the ROTEG device
is not currently sold or marketed in the United States {or
in vitro diagnostic purposes, Pentapharm GmbH shipped
one device to a Massachusetts [*13]  pharmaceutical
company in February 2002 for research use. n5

n5 In August 2002, Pentapharm GmbH
shipped two other ROTEG devices to the United
Stales at the request of the Danish company who
purchased them. The court does not consider
those  shipments  because  they occurred  two
months after Haemoscope filed its complaint and
[MN7] "jurisdiction ordinarily depends on the
facts as they exist when the complaint is [iled."
Newman-Green, e, v. Alfonzo-Larrain, 490 U.S.
826, 830, 104 L. Ed. 2d 893, 109 S. Cr. 2218
(1989). Haemoscope has not offered any basis lor
the court to depart from that rufe. In fact, Haemo-
scope appears to rely on just the shipment to
Massachusetts. (Pls." Supp. Materials Mot. Dis-
miss) ("Pentapharm GmbH has indeed trans-
ported at least one [ROTEG] product into the
United States for rescarch use only.") More im-
portantly, Haemoscope offers no evidence that
when Pentapharm GmbH sold the ROTEG de-
vices Lo the Danish purchaser, Pentapharn1 Gmbl
intended for those devices to end up in the United
States. See  HMaggerty Lnters., 20001 U.S. Dist.
LEXIS 13012, 2001 WL 968592, at *4. The pur-
chaser did not ask Pentapharm GmbH to ship the
ROTEG devices o the States until several
months after the purchasc. [HN8] "Placement of a
product into the stream ol commerce, without
more, is not an act of the defendant purposefully
dirccted toward the forum state." Asahi Metal In-
dus. Co., Lid. v. Superior Court, 480 U.S. 102,
112,94 L. Ed 2d 92, 107 8. Ct. 1026 (1987).

{14]

As an initial matter, the fact that Pentapharm GmbH
mamtams a website that is accessible in the United States

doces not constitute sufficient activity for this court exer-
cise either general or specific personal jurisdiction.
[HN9] Whether a website provides proper grounds for
exercising personal jurisdiction depends on "the nature
and quality of commercial activity that an entity con-
ducts over the Internet.” Zippo Mfg. Co. v. Zippo Dot
Com, Inc., 952 F. Supp. 1119, 1124 (E.D. Pa. 1997). A
three part sliding scale analysis has emerged lor deter-
mining "what level ol website interaction subjects a de-
fendant to personal jurisdiction in a cyberspace rade-
mark infringement case." Ewromarker Designs. e, v,
Crate & Barrel, Lid., 96 F. Supp. 2d 8§24, 837 (N.D. 1l
2000). At one end of the continuum are active websites.
where the defendant directly sells its products through
the website. Haggeriy Enters., 2000 U.S. Dist. LEXIS
13012, 2001 WL 968392, at *5. Passive websites. which
do "little more than make information available to those
who are interested,” lall at the other end of the contin-
uum. Zippo, 952 F. Supp. at 1124, Passive websites do
not provide [*15] a basis for the excrcise of personal
jurisdiction, but active websites do. Haggernv Eniers.,
2001 U.S. Dist. LEXIS 13012, 2001 WL 968592, ar *5,
The third category, sometimes called a hybrid website.
falls between the two ends of the continuum--it does not
allow a user to purchase defendant’s products through the
website directly, but does allow a user to exchange in-
formation with the defendant. /. A hybrid website can
provide a basis for exercising personal jurisdiction over
defendants who maintain such sites. "but only after find-
ing the level of interactivity and the commercial nature
of the interaction to be high." /d.

The court agrees with Pentapharm GmbH that its
website is passive, The website offers general informa-
tion about the company, its products, and/or services.
The website does not allow users to purchase defendanis’
products through the website--it does not even contain
pricing information or allow users to download a catalog.
FFurther, the court finds that although the website allows
users to request additional formation about the com-
pany by submitting an on-line form, the site does "little
more than make information available to those who are
interested . . . ." Zippo, 952 F. Supp. ar 1124, [¥16] 1In
factually analogous cases, courts have found such web-
sites 1o be passive. LaSalle Nat'l Bank v. Vitro, Sociedad
Anonima de Capiral Variable, 85 F. Supp. 2d 837, 862
(N.D. L 20000 Haggerty Enters.. 2000 U.S. Dist.
LEXIS 13012, 2001 WL 968592, at *5. The website m
issue In LaSalle Nutional Bank did not allow for direct
sales, but did ofter users access (o on-line catalogs and
gave them the ability o interact dircetly with defendant's
customer service representatives. LaSalle Nar'l Bunk. 83
£ Supp. 2d at 862, Similarly, in Haggernv Enterprises.
the website listed no prices and did not ofter direct sales.
but did allow the user to contact the defendant through
its website (o obtain further information, Haggern: £i-
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ters. 2001 U.S. Dist. LEXIS 13012, 2001 WL 968592, at
6. Although the websites at issue in those cases allowed
"o minimal level of interactivity," the courts still found
them 1o be passive rather than hybrid. LaSualle Nat'l
Bank. 85 17 Supp. 2d ar 862 (internal quotation marks
omitted). And those passive websites were at least as
interactive as, il not more interactive than, Pentapharm
Gimblt's website,

Relying on Publications hernational,  Ltd. v
Burke/Triolo, Inc., 121 F. Supp. 2d 1178 (N.D. 11l 2000),
(*17]  Haemoscope argucs that Pentapharm Gmbl's
website is a highly commercially interactive, hybrid
website, But even assuming that Pentapharm GmblT's
website is a hybrid, it is not highly commercially interac-
tive, at least with respect to users in the Uniled States. In
Publications  International, the court found a hybrid
website to be highly commercially interactive because,
alter requesting a catalog through the website, users re-
ceived defendant’s catalog and could place orders, 127 F.
Supp. 2d ar 1183, In contrast, Pentapharm Gmbl's web-
site is not used to generate sales in the United Stales: il a
user in this country requests additional product informa-
tion from Pentapharm GmbH through its website, the
user is informed that the ROTEG device is not yet avail-
able here.

Pentapharm GmblH is not subject to general jurisdic-
tion: a passive website and the shipment of one ROTEG
device are not pervasive or extensive enough contacts to
constitute "continuous and systematic general business
contacts with the forum." RAR, fuc., 107 F.3d at 1277
(internal quotation marks omitted); see afso  LaSalle
Nat'l Bank, 85 I. Supp. 2d at 861 {passive website insuf-
ficient [*18] to meet rigorous standard for general juris-
diction). Nor is Pentapharm GmbH subject lo specific
jurisdiction based on its passive website: even though
this suit directly relates to that website, a passive website
is insuflicient to satisfy the minimum contacts require-
ment. See Haggerty Laters., 2000 U.S. Dist. LEXIS
13012, 2001 WL 968592, at *3, 6-7 (passive website did
not satisfy minimum contacts required for exercising
specific jurisdiction).

The only remaining issue is whether Pentapharm
Gmbll is subject to specific jurisdiction based on ils
shipment of one ROTEG device (o a rescarch institution
in Massachusetts in February 2002. To make that deter-
mination. the court normally would assess whether this
suit "directly arisefs] out of [that] specific contact[] be-
tween the defendant and the forum," RAR, Inc., 107 F.3d
at 1278 (emphasis in original), and whether, through that
shipment. Pentapharm GmbH purposefully established
sufficient minimum contacts such that the exercise of
personal jurisdiction would be fair and reasonable, id. ot
1277

In this particular casc, however, the court need not
answer either of those questions. Even assuming that this
[*19] suit directly arises out of the Massachusels ship-
ment, n6 and that a single shipment to this country con-
stitutes sufficient minimum contacts, Pentapharm GmbH
is not amenable to service of process from this court (as
explained in Section 11.B.2, infia), so it would be imper-
missible to exercise specific jurisdiction,

nG The partics did not briefl this issuc. Ac-
cording to the complaint. Haemoscope's trade-
mark infringement and trademark dilution claims
directly arise oul of purported descriptive. misde-
scriptive and generic misuses ol [Haemoscope's
registered trademarks on Pentapharm Gmbll's
website. But recading the complaint broadly and
considering the liberal notice pleading standards
applicable to this case, it is not unrcasonable to
conclude that this suit is also directly related to
the Massachusetts shipment. Moreover. Haemo-
scope evidently learned about the Massachuseuts
shipment through discovery in this casc.

b, Pentapharm AG

Pentapharm AG's contacts with the United States. on
the other hand, arc more [*20] extensive than those of
its sister company. In addition to maintaining a websie
at "pentapharm.com,” Pentapharm AG sells its pharma-
ceutical and diagnostics ingredients directly to a few
American purchasers, sells its cosmetics ingredients to
its American distributor in Connecticut. owns multiple
trademarks in this country, and has filed an application
{on behalf of Pentapharm GmbH) to register the ROTEG
trademark in the United States.

Pentapharm AG is not subject to specific jurisdic-
tion. This suit does not arise out of Pentapharm AG's
sales of diagnostics or cosmetic ingredients in the States.
its relationship with a distributorship, or its ownership of
trademarks in the United States--none of those contacts
have anything to do with the ROTEG device (its sister
company's product), and thus are unrclated to this suit.
Further, the pending suit does not directly arise out of
Pentapharm AG's application to register the ROTEG
trademark in the United States. Rather, as noted above. it
arises out of purported misuses of Hacmoscope's regis-
tered marks on the Pentapharm defendants' websites.

The "pentapharnicom” website presents a more
complicated issue. Because "pentapharm.com” includes
[*21] some limited information relating to the ROTEG
device, n7 this suit "arises out of" those ROTEG-related
references on the website. Thus, the question is whether
the website constitutes the minimum contacts necessary
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to satisfy due process requirements. The website is ar-
vuably a hybrid, and if a hybrid website is highly com-
mercially interactive, a court may exercise specific juris-
diction. Haggerwe Enters., 2001 U.S. Dist. LEXIS 13012,
2001 WL 968592, at *5. Unlike Pentapharm GmbH's
website,  visitors o "pentapharm.com” arc able to
download a catalog, and the site offers contact informa-
tion that includes a contact in Connecticut. While the
LaSalle Nat'l Bank court held that a website that offered
access 1o a catalog and contact information was passive,
851 Supp. 2d ar 862, in Publications huernational, the
court found an arguably similar website to be a highly
commercially interactive, hybrid website because, afier
requesting a catalog through the website, users received
defendant's catalog and could place orders, 127 F. Supp.
2 ar 1183

17 The downloadable catalog directs readers
interested in obtaining information about ROTEG
to contact its sister company, Pentapharm Gmbl,
but does nol provide any information regarding
the product. Additionally, Pentapharm AG's web-
site has a link to the "pentapharm.de” website,
and features a prolile of Pentapharm Gmbll in
the description of the Pentapharm companics.

[%22]

This court, however, need not reconcile those cases
o rule on specific  jurisdiction. Even if “penta-
pharm.com” generally were a highly commercially inter-
active. hybrid website, it is passive with respeet to the
ROTEG device. The interactive features of Pentapharm
AG's website--/ e, the downloadable catalog and contact
mformation--relate solely to Pentapharm AG's products
and services. This case does not directly arise out of the
mteractive website features, which are unrelated to the
ROTEG device, so this court does not consider them in
determining whether it may exercise specific jurisdiction.
See RAR, Ine., 107 F.3d ar 1277 (in minimum contacts
analysis for specific jurisdiction, court may consider only
defendant's contacts that relate (o the suit: jt may not
aggregate all of defendant's contacts with a forum). The
few ROTEG-related references on the website are purcly
informational. This court therefore finds that with respect
to the ROTEG device, "pentapharm.com” is a passive
website which cannot satisfy the minimum contacts re-
quirement. Sce Haggeriv Enters., 2001 (1.8, Dist. LEXIS
130722000 WI 968592, at *6-7

While the court lacks specific jurisdiction, it may
23] turn ouwt that Pentapharm AG's contacts constitute
“continuous and systematic peneral business contacts
with the forum" and provide a basis for the excreise of
weneral jurisdiction. n8 RAR, hic., 107 I7.3d at 1277 (in-

ternal quotation marks omitted). Duce to the partics' mis-
understanding regarding the standard that applies 1o {ed-
eral question cases, however, the parties did not address
this issue adequately in their briefs. Without further in-
formation regarding the extent of Pentapharm AG's con-
tacts with the United States, the court cannot determine
whether such contacts warrant the exercise of general
jurisdiction. The parties therefore are ordered to submit
bricfs addressing whether Pentapharm AG is subject to
general jurisdiction.

n8 The "pentapharm.com" website. standing
alone, would not warrant exercising general ju-
risdiction, however, because it does not permit di-
rect sales through the website. See  LaSalle Nar'l
Bank, 85 F. Supp. 2d at §62.

2. Amenabhility 10 Service

[ANT0] [#24] Rulc 4 of the Federal Rules of Civil
Procedure governs whether a defendant is amenable 10
service of process in a federal action. Omni Cupital Int'l,
Ltd. v. Rudolf Wolff' & Co., Lid., 484 U.S. 97, 104, 98 L.
Ld 2d 415, 108 8. Cr. 404 (1987). In the case at bar. the
provisions of Rule 4(k)(1) and (2) are relevant. [[IN] 1]
Rule 4(k)(1) provides that scrvice is effective to establish
personal jurisdiction over a defendant when ecither a fed-
eral statute authorizes service or the defendant could be
subjected to the jurisdiction of a court in the forum state
under the state's long arm statute. Fed. R. Civ. P. 4tk)(1).
[HNI2] Rule 4(k)(2). on the other hand. provides for
service of process upon a foreign defendant only if (1)
the plaintiff's claim arises under federal law. (2) the de-
fendant is not subject to jurisdiction in any state court of
general jurisdiction, and (3) the exercise of personal Ju-
risdiction does not violate the Constitution or any other
federal law. United States v. Swiss Am. Bank, Lid.. 191
F.3d 30,38 (1st Cir. 1999).

a. Rule 4(k)(1)

Neither defendant is amenable to service of process
under Rule 4(k)(1). This is not a case in which a federal
statute [*25] authorizes scrvice of process--the Lanham
Act does not provide for nationwide scrvice of Process.
LEG, LLC v. Zapata Corp., 78 F. Supp. 2d 731, 733
(N.D. I, 1999). Likewise, neither Pentapharm AG nor
Pentapharm GmbH are within the reach of the Hlinois
long arm statute, 735 /LCS 3/2-209. Even though the
llinois long arm statute allows courts (o exercise per-
sonal jurisdiction to the full limits of the United Staies
Constitution, RAR, Inc., 107 F.3d ar 1276, neither defen-
dant has the necessary minimum contacts with Hlinois to
be subject to jurisdiction: defendants have no oflices in
[linois and do not offer, advertise. promote or scll anv



Page v

2002 U.S. Dist. LEXIS 23387, *

products here. Further, as discussed above, Hacmoscope
cannot establish sufficient minimum contacts solely
through the Pentapharm defendants’ respective websites.

Jlacmoscope, however, argues that this court has
specitic jurisdiction for two reasons: because all harm
and injury caused by defendants' tortious conduct is felt
by plaintiff in Iilinois, and because doctors in Illinois
helped defendants with testing and promotion of the
ROTEG device. Both of these arguments fail. Regarding
Hacmoscope's first point,  [*26] [HN13] "an lllinois
court does not acquire jurisdiction under the 'last act’
doctrine simply because an cconomic loss is [elt in Ili-
nois when all the conduct contributing to the injury oc-
curred outside Hlinois." Twrnock, 816 FF.2d at 333, Thus,
[HNT4} an injury to an interest located in a particular
state. without additional contacts with that state, is an
insulficient basis for personal jurisdiction. See, ¢.g.
Indianapolis Colts, Inc. v. Metro. Baltimore Football
Club 1P, 34 F.3d 410, 412 (7th Cir. 1994); Lifeway
Foods, luc., 940 F. Supp. at 1319. And as already noted,
the Pentapharm defendants have no other contacts with
[Hinais.

[Hacmoscope's argument that linois doctors helped
the Pentapharm defendants test the ROTEG device, and
did so by using a ROTEG device in Hlinois, also fails as
a matter of fact. n9 The Pentapharm defendants submit-
ted sworn affidavits attesting that the rescarch conducted
by the Hlinois doctors was done in Germany, not in {lli-
nois. that no ROTEG device has ever been in [llinois,
and further, that the Pentapharm defendants were not
mvolved in the research. When a court evaluates whether
1o exercise personal jurisdiction, [*¥27] if there are facts

in affidavits submitted by defendants that the plaintiff

does not refute, the court accepts those facts as truc.
Haggeryy Enters., 2000 U.S. Dist. LEXTS 13012, 2001
Wi 968592, at *2. Although Haemoscope submitted an
affidavit addressing the research issue, the relevant
statements in that affidavit were not based on the per-
sonal knowledge of the affiant. n10 Because there is no
competent evidence to refute the Pentapharm defendants'
atfidavits. the court accepts the facts set forth in those
alfidavits regarding the research conducted by Illinois
doctors. Accordingly, the court concludes that neither
Pentapharm AG nor Pentapharm Gmbl is amenable (o
service of process under the IHinois long-arm statute.

n9 This argument also scems impermissibly
to attribute o Pentpharm AG contacts that, had
they occurred, likely were contacts between Pen-
tapharm - GmbH and  linois; given that the
ROTEG device is Pentapharm GmblH's product,
that defendant presumably would have conducted
ROTEG-related rescarch.

n10 Haemoscope submitted the affidavit ot
its President, Dr. Eli Cohen, who stated in rele-
vant part that: (1) two doctors alfiliated with
Loyola University of Chicago Medical Center in
Maywood, I participated in research and pub-
lished an article relating to the ROTEG device:
and (2) "It would have been irresponsible of the
Loyola doctors not to have had use of a [ROTLEG]
device at their laboratories for conducting or at
least checking on the work done and repored in
their article. That device would have been present
in this District, independently of whether there
was IF'DA approval for sale of such device.” (PL's
Opp. Mot. Dismiss, Ex. L, P 3.)

#28]
b. Rule 4(k)(2)

The crux of Haemoscope's argument is that the Pen-
tapharm defendants are amenable to service of process
under Rule 4(k)(2). This could be a strong argument with
respect to Pentapharm AG had Haemoscope not over-
looked one critical aspect of Rule 4(k)(2): [HN15} Rule
4(k)2) applies only if Pentapharm AG is not subject 10

jurisdiction in another state. Haemoscope did not brief

that issue at all. The Pentapharm defendants argued that
Pentapharm AG has stronger contacts with other states.
and thus may be subject to jurisdiction in those states.
Pentapharm AG wants to avoid the reach of Rule 4(k)(2).
it must identify another jurisdiction where it would be
amenable to suit; if it does so, it will be effectively con-
senting fo jurisdiction in that forum. IS/ /nr'l, Inc. v
Borden Ladner Gervais LLP, 236 F.3d 348, 5332 (7ih Cir.
2001); Swiss Am. Bank, Lid., 191 FF.3d ar 47, In that
case, Hacmoscope will have three options: (1) move to
transfer this action to a district court in the state identi-
ficd; (2) discontinue this action (perhaps to proceed in
another court); or (3) dispute whether Pentapharm AG is
subject to personal jurisdiction in the [*29] idemified
state. Swiss Am. Bank, Lid., 191 7.3d ar 42. On the other
hand, if Pentapharm AG does not identily another state.
the court must determine whether Pentapharm AG iy
amenable to process under Rule 4(k)(2). /S, 256 FF.3d w
352, At the status hearing scheduled in the accompany-
ing minute order, the parties should be prepared 1o ad-
dress how they wish to proceed.

With respect to Pentapharm Gmibtl, Rule 4(k)(2) is
irrelevant. As discussed earlier. the only contact between
Pentapharm GmblH and the United States that is relevant
to the minimum contacts analysis is the shipment of the
ROTEG device to Massachusetts. If that single contact is
sufficient to satisfy the minimum contacts requircnient.
then Pentapharm GmbH will be subject to personal juris-
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diction in another state (Massachusetts), nil and Rule
4(k)(2) would not assist Hacmoscope. If that single con-
tact does not satisfy the minimum contacts requirement,
then it would violate the Fifth Amendment to subject
Pentapharm GmbH to personal jurisdiction.

nll Assuming the single shipment satisfics
constitutional due process requirements, then a
federal court in Massachuselts may exercise spe-
cific jurisdiction as long as the defendant falls
within the recach of the Massachusetts long-arm
statute. See  Am. Home Assurance Co. v. Sport
Maska, Inc., 808 F. Supp. 67. 71-72 (D. Mass.
/992). The Massachusetts long-arm statute per-
mits the cxercise of personal jurisdiction over
anyone "transacting business,” "contracting (o
supply services or things,” and "causing tortious
injury™ in that state. See Mass. Gen. L. ¢l 2234,
& 3(u)-(c). Haemoscope's claims sound in tort;
additionally, the shipment likely constitutes both
a business transaction and a contract to supply
things. Thus, onc or more of those provisions
should apply to make Pentapharm Gmbl amena-
ble to service in Massachusetts.

|30
C. Failure to State a Claim

Given the lack of personal jurisdiction over Penta-
pharm Gmbl, that defendant's motion to dismiss for
failure to state a claim is denied as moot. Additionally,
the court cannot rule on Pentapharm AG's motion (0
dismiss for failurc to stale a claim unless and until it de-
termines that Pentapharm AG is subject to personal ju-
risdiction in this court. See Steel Co. v. Citizens for Bet-
ter Environ., 523 1.8 83, 94, 140 L. Ed. 2d 210, 118 S.
Cr. 1003 (1998) [HN16] ("Without jurisdiction the court
cannot proceed at all in any cause.").

1. CONCLUSION

As explained above: (1) Pentapharm AG's motion to
dismiss for improper service is denied: (2) Pentapharm
GmbH's motion to dismiss for lack of personal jurisdic-
tion is granted; and (3) regarding the Pentapharm defen-
dants' motion to dismiss for failure to state a claim. the
court denies the motion with respect to Pentapharm
GmbH as moot and does not reach the motion as it re-
lates to Pentapharm AG.

Regarding Pentapharm AG's motion to disimiss for
lack of general jurisdiction, n12 there are three possible
outcomes: (a) Pentapharm AG's contacts with the United
States are insufficient to meel constitwional [#31]
minimum contacts requirements, and thus the defendan
is not subject to general jurisdiction in this country: (b)
Pentapharm AG's contacts with the United States sausfy
minimum contacts requirements. and those contacts aie
sufficiently concentrated i a particular state (other than
llhinois) that Pentapharm AG is amenable to service of
process in that state under Rule d(k)(1). or (¢) Pena-
pharm AG's contacts with the United States sausty
minimum contacts requirements. but those contacts are
too diffuse for Pentapharm AG to be amenable 1o service
of process in any particular state, making Pentapharm
AG amenable to service of process [rom this court under
Rule 4(k)(2). The court's ruling on that 12(b)(2) motion
is deferred, subject to a status hearing and possibly fur-
ther briefing.

nl2 As discussed carlier, Pentapharm AG is
not subject to specific jurisdiction,
ENTER:
JOAN 3. GOTTSCHALL

United States District Judge

DATED: December 6, 2002
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INFOSYS INC., an Illinois corporation, Plaintiff, v. BILLINGNETWORK.COM.
INC., a Florida corporation, Defendant.

No. 03 C 3947

UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF
ILLINOIS, EASTERN DIVISION

2003 U.S. Dist. LEXIS 14808

August 26, 2003, Decided

DISPOSITION: [*]] Defendant's Motion 1o Dismiss
and Plaintiff's Motion for Leave to File a Sur-Reply
eranted.

CASE SUMMARY:

PROCEDURAL POSTURE: Plaintiff brought suit for
a declaratory judgment regarding defendant's patent for
an Internet medical billing system. Defendant moved to
dismiss the suit for lack of subject matter jurisdiction,
lack of personal jurisdiction, and improper venue under

Fed  RoCive P 1200)1), 12(h)(2), and 12(h)(3). Plaintiff

filed a motion for leave Lo file a sur-reply.

OVERVIEW: Defendant obtained a patent for its Inter-

net billing system. Defendant became aware that plaintiff

was selling its own Internet based billing system. Defen-
dant initiated letters and phone calls in an attempl to en-
terinto a license agreement for its patent. Plaintiff sought
a declaratory judgment, and defendant moved to dismiss.
The court granted the dismissal, finding that it lacked
both general and specific jurisdiction over the suit. De-
fendant was a non-resident, and even if plaintifl” could
huve established the minimal level of interactivity of the
defendant’s website that was sufficient to establish that
the website was a hybrid website, general jurisdiction did
noi exist because of the absence of any non-websitc ac-
tvities by defendant. Plaintiff failed to cstablish that
defendant purposefully directed its website toward (he
forum state. Defendant's website promoted national ad-
vertising, which was insulficient (o establish eeneral

o

turisdiction in the forum state. Finally, subject matter
Junisdiction was also lacking because defendant's letiers

and phone calls regarding a potential licensing agreement
did not create a reasonable apprehension of an infringe-
ment suit.,

OUTCOME: Delendant's motion (o dismiss  was
granted. Plaintiff's motion for leave (o file a sur-reply
was granted,

LexisNexis(R) Headnotes

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > Counstitutional Limits

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > In Personam Actions > Minimum
Contacts

Patent Law > Remedies > Declaratory Relief

[HUNT] In order to defeat a motion to dismiss for lack of
personal jurisdiction, a plaintiff” nced only establish a
prima facie case of personal jurisdiction over defendant.
In patent infringement cases, Federal Circuit law con-
trols, even in determining the question of whether 1o ex-
ercise personal jurisdiction over out-of-state defendants.
The court also applies Federal Circuit law in personal
Jurisdiction inquirics over out-of-state patentees in de-
claratory judgment actions. The analysis for determining
whether personal jurisdiction exists is a (wo-step quiry,
First, the defendant must be amenable 10 service of proc-
ess under the appropriate state long-arm statute. Second.
the court must determine that the defendant’s activities
within the Torum state satisty the minimum contacts re-
quirement of the due process clause,

Civil Procedure > Jurisdiction > Personal Jurisdicrion
& In Rem Actions > In Personam Actions > Minimum
Contacts

[FIN2] For an exercise of personal jurisdiction to satisty
due process, a defendant must have minimum contacts
with the forum such that maintenance of the suit does not
offend traditional notions of fair playv and subsianiial

Justice. This determination depends on whether the plain-
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i1 asserts general or specific jurisdiction against the
defendant. General jurisdiction is [or suits neither arising
out of nor related 1o the defendant's contacts, and 1t is
permitted only where the defendant has continuous and
svstematic general business contact with the forum. Spe-
c'iﬁc jurisdiction, on the other hand, refers to jurisdiction
over a defendant in a suit arising out of or related (o the
defendant's contacts with the forum.

Civil Procedure > Jurisdiction > General Overview
Computer & Internet Law > Civil Actions > Jurisdic-
tion > Coastitutional Requirements

Computer & fnternet Law > Internet Business > Gen-
eral Qverview

JIIN3] A website can be a purposclul contact with the
forum state tor purposes ol general jurisdiction. An exer-
cise of personal jurisdiction is proper where a defendant
clearly does business with residents of the forum state
over the Internet.

Computer & Internet Law > Civil Actions > Jurisdic-
tion > Constitutional Requirements

Computer & [futernet Law > Copyright Protection >
Civil Infringement Actions > Defenses > General Over-
piey

Computer & Internet Law > Tnternet Business > Gen-
eral Overview

[HIN4] In weighing the issue of personal jurisdiction in
the contest of the Internet, courts typically usc a sliding
scale analysis to ascertain what level of Internet interac-
ton subjects a delendant to personal jurisdiction. The
analysis consists of three levels: (1) where the defendant
conducts business over the Internet through its active
website: (2) where the defendant maintains an interactive
websiter and (3) where the defendant maintains a passive
website. Level one consists of situations where a defen-
dunt clearly does business over the Internet. II the defen-
dant enters into contracts with residents of a foreign ju-
risdiction over the Internet, personal jurisdiction is
proper. Here, websites are interactive and allow for a
transaction between the user and the website owner.
Level two is occupied by interactive websites where a
user can exchange information with the host computer.
In these cases, the exercise of jurisdiction is determined
by examining the level of interactivity and commereial
nature of the exchange of information that occurs on the
website. Level three consists of situations where a defen-
dant has simply posted information on an Internet web-
site. which is accessible to users in foreign jurisdictions.
A passive website that does Title more than make infor-
mation available to those who are interested in it is not
grounds for the exercise of personal jurisdiction.

Civil Procedure > Jurisdiction > General Overview
Computer & Internet Law > Civil Actions > Jurisdic-
tion > Constitutional Requirements

Computer & Internet Law > Copyright Protection >
Civil Infringement Actions > Defenses > General Over-
view

[FINS} Cases conferring jurisdiction pardy on the basis
of Internet activity reflect that personal jurisdiction is
typically determined based not only on the detendant's
Internet activitics, but also on its non-Internet activines.

Compurer & Inrernet Law > Civil Actions > Jurisdic-
tionn > Constitutional Requirements

Computer & Iuternet Law > Copyright Prorecrion >
Civil Infringement Actions > Defenses > General Over-
view

Computer & Internet Law > Online Advertising > Gen-
eral Overview

[HNG6] Generally, national advertisements (including
those on the Internet) are insuflicient to subject a defen-
dant to jurisdiction in Illinois. There must be cvidence
that the defendant intended its advertisements to reach o
particular state.

Civil Procedure > Jurisdiction > Subject Mauer Juris-
diction > Jurisdiction Over Actions > General Overview
Computer & Internet Law > Copyright Protecrion >
Civil Infringement Actions > Defenses > General Over-
view

Computer & Internet Law > Internet Business > Gen-
eral Overview

[HN7] The placement of a product into the stream of
commerce, without more, is not an act of the detendant
purposcfully dirccted toward the forum state.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > In Personain Actions > Mininmum
Contacts

Computer & Internet Law > Copyricht Protection >
Civil Infringement Actions > Defenses > General Over-
view

[HNS8] For specific jurisdiction. the Federal Circuit has
established a three-prong test that must be satistied: (1)
whether the defendant purposclully directed iis activities
at the residents of the forum; (2) whether the claim arises
out ol or is related to those activities: and (3) whether
assertion of personal jurisdiction is reasonable and {air.

Patent Law > Inequitable Conduct > General Overview
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Patenr Law > Jurisdiction & Review > General Over-
view

Patent Law > Remedies > Declaratory Relief

[HN9} To establish an "actual controversy” in a patent
mvalidity declaratory action, (1) there must be an explicit
threat or action by the patentee, which creates a reason-
able apprchension on the part of the declaratory judg-
ment plaintiff that it will face an infringement suit, and
(2} plaindfl must actually have cither produced the de-
vice or have prepared to produce the device, The test for
whether a defendant's conduct creates a reasonable ap-
prehension is a "totality of the circumstances” test.

Civil Procedure > Justiciability > Case or Controversy
Requirements > Actual Disputes

Patent Law > Jurisdiction & Review > Subject Matter
Jurisdiction > General Overview

[FINTO] In determining the presence of an "actual con-
troversy” in a patent infringement suit, the test for rea-
sonable apprehension is an objective test. The test there-
fore requires more than the nervous state of mind of a
possible infringer; it requires that the objective circum-
stances support such an apprehension. A purely subjec-
tive apprehension is insufTicient to satisly the actual con-
rroversy requirement.

Patent Law > Jurisdiction & Review > Subject Matter
Jurisdiction > General Qverview

Parent Law > Ownership > Conveypances > Licenses
[HINTT] A patent holder's mere offer of a licensing
agreement o a patent infringer does not create a rcason-
able apprehension of a patent infringement lawsuit.
Threats of litigation within the context of license nego-
tiations also do not create a reasonable apprehension,

COUNSEL: For INFOSYS, INC., plaintiff: Todd Shel-
don Parkhurst, Charles Lincoln Philbrick, Holland &
Knight LLC, Chicago. 1L,

For BILLINGNETWORK.COM, INC., defendant: Jef-
frey A Schulman, Wolin and Rosen, Chicago, 1L

FFor BILLINGNETWORK.COM, INC.. defendant: John

Mo Adams, Thomas Michael Joseph, ,Pricc & Adams,
Pittsburgh, PA.

JUDGIES: Jumes B. Zagel, United States District Judge.
OPINION BY: James I3, Zagel

OPINION:

MEMORANDUM OPINION AND ORDER

Defendant Billingnetwork.com, Inc. ("BNC") is a
Florida-based company that offers an Internet-based bill-
ing system to doctors, medical practices. hospitals. and
other companies that provide medical billing scrvices.
On October 20, 1999, BNC [iled a patent application in
the name of lwo BNC employees for its Internct-based
medical billing system known as "DirectAccess.” On
April 16, 2002, U.S. Patent No. 6,374,229 ("the 220
patent") was issued on this application. While this appli-
cation was pencding, many Internet-based medical billing
systems were developed by other companies. including
plaintiff InfoSys, Inc.

On or about October 29, 2002, BNC lcarned that
InfoSys [*2] was sclling its own Internet-based medical
billing system. On March 16, 2003, BNC sent InfoSvs an
offer to enter into a license agreement under the 229
patent, Alier receiving a telephone message from an
InfoSys employee, BNC instructed its attorneys to send
InfoSys a follow-up letter on April 28. 2003. FFurther
correspondence between the parties then ensued {ol-
lowed by InfoSys filing a Complaint for a declaratory
Judgment of the '229 patent against BNC on June 10.
2003. BNC now moves (o dismiss this action for lack ot
subject matter jurisdiction, lack of personal jurisdiction.
and improper venue under Federal Rules of Civil Proce-
dure 12(0)(1), 12¢0)(2), and 12(h)(3). nl

nl InfoSys's Motion for Leave o File a4 Sur-
Reply is granted, but the Sur-Reply does not at-
fect my decision regarding personal and subject
matter jurisdiction,

Personal Jurisdiction

[LINT] In order to defeat BNC's motion (o dismiss
for lack of personal jurisdiction, InfoSys need only estab-
lish a prima facic case of personal jurisdiction over [#3]
BNC. Euromarket Designs, Inc. v. Crare & Barrel Lud.,
96 I Supp.2d 824, 8§33 (N.D. [ll. 2000). In patent in-
[ringement cases, Federal Circuit law controls. even in
determining the question of whether o exercise personal
Jurisdiction over out-of-state defendants. Hildehrand v
Steck Mfg. Co., 279 FF.3d 1351, 1354 (Fed. Cir. 2002).
The Court also applics Federal Circuit law in personal
Jurisdiction inquiries over out-of-state patentees in de-
claratory judgment actions. /.

The analysis for determining whether personal Juris-
diction exists is a two-step inquiry. /d. First. the defon-
dant must be amenable 1o service of process under the
appropriate state long-arm statute./d/. Sccond. | must de-
termine that the defendant's activities within the forum
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state satisfy the minimum contacts requirement of the
due process clause. Hildebrand, 279 I*.3d at 1354. 1n this
case. the Illinois Jong-arm statute authorizes the cxercise
of personal jurisdiction (o the fullest extent authorized
under the United States Constitution and the llinois
Constitution. Facilitec Corp. v. Grease Stopper, Inc.,
2002 .S, Dist. LEXIS 2178, No. 01 C 2971, 2002 WL
226758, [*4] at *2 n. 1 (N.D. 1L Feb. 13, 2002). Be-
cause of this, "the statulory analysis collapses into a due
process inquiry, and [I] need not consider whether de-
fendants engaged in any of the acts enumerated in the
long-arm statute.” LFG, LLC v. Zapata Corp., 78 F.
Supp.2d 731, 735 (N.D. 111.1999).

[FIN2] For an exercise of personal jurisdiction to sat-
15y due process. the defendant must have minimum con-
tacts with the forum such that maintenance of the suit
docs not offend "traditional notions of fair play and sub-
stantial justice.” Tnternational Shoe Co. v. Washington,
3260050310, 316, 90 L. d. 95, 66.S. Ct. 154 (1945).
This determination depends on whether the plaintiff as-
serts general or specific jurisdiction against the defen-
dant. "General jurisdiction ... is for suits neither arising
out ol nor related 1o the defendant's contacts, and it is
permitted only where the defendant has 'continuous and
systematic general business' contact with the forum."
RAR, Ine. v Twrner Diesel, Lid., 107 F.3d 1272, 1277
(7th Cir. 1997). Specilic jurisdiction, on the other hand,
refers to jurisdiction over a defendant in a suit "arising
out ol or related to [*5] the defendant’s contacts with the
lorum." Helicopteros Nacionales de Colombia, S.A. v.
Hall. 466 .S A08 414 0.8, 8O L. Ed. 2d 404, 104 S. (1.
1808 (1984).

In the instant case, the Complaint contains no direct
allegation that the Court may exercise personal jurisdic-
tion, either general or specilic, over BNC as a non-
resident defendant. Plaintiff merely refers o venue, stat-
ing that "venue is proper in this District pursuant to 28
LS.Co8 1391¢h)(2)." BNC maintains that this Court has
neither general nor specific jurisdiction over it. In re-
sponse, InfoSys argues that BNC has subjected itself to
personal jurisdiction of this Court - cither general or spe-
cilic - by virtue of its purposcful and continuous sales
clforts in [llinois through its interactive website and na-
tional marketing campaigns directed at the healthcare
mdustry.

General Jurisdiction

[HN3} A website can be a purposeful contact with
the forum state for purposes of general jurisdiction. Eu-
romarket Designs, Inc., 96 I, Supp.2d ar 837. An exer-
cise of personal jurisdiction is proper where a defendant
clearly does business with residents of the forum state
over [70] the Internet, 7.e, the website is "interactive."

Zippo Mfg. Co. v. Zippo Dot Com, Inc.. 932 F. Supp.
1119, 1124 (W.D. Pa. 1997).

[FIN4] In weighing the issue of personal
jurisdiction in the context of the Internet.
courts typically use a sliding scale analy-
sis to ascertain what level of Internet in-
teraction subjects a defendant 1o personal
jurisdiction ... The analysis consists of
three levels: (1) where the delendant con-
ducts business over the Internet through
its active website: (2) where the defendant
maintains an interactive website: and (3)
where the defendant maintaing a passive
website,

The first category [level 1] consists of
situations where a defendant clearly does
business over the Internet. H the defen-
dant enters into contracts with residents of
a foreign jurisdiction ... over the Internet.
personal jurisdiction is proper ... Websites
in this category are interactive and allow
for [a] transaction between the user and
the website owner.

The second category [level 2] is occupied
by interactive websites where a user can
exchange information with the host com-
puter. In these cases, the exercise of juris-
diction is determined [*7] by cxamining
the level of interactivity and commercial
nature of the exchange of information that
occurs on the website.

The final category [level 3} consists of
situations where a defendant has simply
posted mformation on an Internet website
which is accessible to users in forcign ju-
risdictions. A passive website that does
little more than make information avail-
able (o those who arc interested in it is not
grounds for the exercise of personal juris-
diction,

This Courl has addressed this issue in Adero Producis
el tnes v hiex Corp., 2002 ULS. Dist, LENIS 17944,
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No. 02 C 23590, 2002 WI. 31109386, at *5 (N.D. 1L
Sept. 20. 2002) (internal quotation marks and citations
omitted).

Here., InfoSys argues that BNC's website is suffi-
ciently interactive 1o confer either general or specific
jurisdiction. Although the website is clearly not a level
website because it does not include an arca where poten-
tinl customers can enter into a contract with BNC over
the Internet, it does have a high "level of interactivity”
that is of a high "commercial nature." Aero Prods. Int'l,
fnc.. 2002 U.S. Dist, LEXIS 17948, 2002 WL 31109380,
at #3. First, the company's name of "Billingnetwork.com,
Inc." indicates [*8] that the website plays an integral
role in the business and thus has a highly commercial
nature. In addition, the website states that personal in-
formation from potential clients for BNC's Internet bill-
mg system known as "DirectAccess” can be collected
from "registration forms, product order information, and
other web forms." Furthermore, although "DirectAccess”
clients cannot enter into a contract exclusively through
the website, the websile does profess that one can be-
come a client online and that "all enrollment and (raining
can be accomplished online.” Even if this is not the case,
however, the process for becoming a "DircctAccess”

client can at least be initiated through an exchange of

information via the website, and, once under contract,
clients may use the website as the primary means for
implementing the product and training new users.

In addition to marketing "DirectAccess” for pur-
chase online and initiating client relationships, the web-
site solicits non-customers to become "partners” with
BNC. The website describes these partnerships as "stra-
wegic refationships with other billing centers and compa-
nics who operate in the healtheare industry,” and the in-
tent for forming them [*9] is "to create new opportuni-
ties and new customers for BillingNetwork and our part-
ners.” Accordingly, these partnerships have a strong
commercial nature. Anyonc interested in becoming a
BNC "partner” may cnroll with BNC directly from the
Partners page of the website, and thus there is intercon-
nectivity of a commercial nature.

The website also solicits software resellers, medical
sales representatives, and practice management consult-
ants 1o jom 1ts "network of qualified Value Added Resel-
fers (VARS)." Anyone interested in doing so is invited to
fill out an ontine form (o join. Therefore, we have more
interconnectivity of a commercial nature. Finally, there
are other mnterconnectivity features but of a lesser com-
mwercial nature: the website offers an opportunity to sub-
seribe o its periodic newsletter, and, on a separate page
for investors, the website invites polential investors to {ill
out & form for more information "about investment op-
portunities” in the company,

In the end, whether the BNC website is sutficienty
interactive to confer gencral jurisdiction by itsell is. 10
say the least, a close call. On the one hand is u line of
cases in which courts found that comparable sites [*10]
did not confer jurisdiction. n2 On the other hand is an
equally strong line of cases in which courts found that
comparable sites did confer jurisdiction. n3 In the final
analysis, BNC makes the determinative point when it
cites o Warchworks, Inc. v. Total Time, [ne., 2002 ULS.
Dist. LEXIS 4491, No. 01 C 3711, 2002 WL 424031, at
*6 (N.D. Il Mar. 19, 2002) for the observation that
[FIN3] cases conferring jurisdiction partly on the basis of
Internet activity "reflect that personal jurisdiction is typi-
cally determined based not only on the defendant’s Inter-
net activities but also on its non-Internet activities.” nd In
contrast to these situations, the Harelnvorks Court found
no jurisdiction because the plaintift” provided evidence
only of an cmployee and its investigator accessing the
website and no evidence of other HHlinois residents ac-
cessing the website or requesting that it be placed on
defendant's mailing list. 2002 U.S. Dist. LENIS 491,
2002 WL 4240631, at *6 note 8. [n sum. there is no case
where general jurisdiction was conferred on the basis of
an interactive website in the absence of non-website fac-
tors cvidencing intent for a defendant's product or web-
site (o reach a particular state.

n2 See Haemoscope Corp. v, Pentupharm
AG 2002 ULS. Dist. LEXIS 23387, No. 02 ¢
4201, 2002 WL 31749195 (N.D. HL Deec. 9.
2002) (finding no jurisdiction on the basis of a
website that allowed users to request additional
product information from the site. bt then in-
formed the user that the allegedly infringing de-
vice was not yet available in Ulinois): Haggern:
Enters., Inc. v. Lipan Indus. Co., Lid.. 2001 U.S.
Dist. LEXIS 13012, No. 00 C 7006. 2001 W],
968592, at *6 (N.D. Hl. Aug. 23. 2001 (finding
no jurisdiction on the basis of a website that listed
no prices and did not offer direct sales. but did al-
low the user to contact the defendant through its
websile o obtain further information): LaSalle
Nat'l Bank v. Vitro, Sociedad Anoninia de Capiral
Variable, 85 . Supp.2d 837, 862 (N.[>. 11l 20100,
(finding no jurisdiction on the basis ot a website
that did not allow [or direct sales. but did offer
uscrs access o on-line catalogs and gave them
the ability to interact directly with defendant's
cuslomer service representatives).

[#11]

n3  See  Publications  Int’l Lud v
Burke/Triolo, Ine., 120 F. Supp.2d 1178, 1183



Page 6

2003 U.S. Dist. LEXIS 14808, *

(N.D. 1 2000) (finding jurisdiction on the basis
of a hybrid website which it found to be highly
commercially interactive because, after request-
ing a catalog through the website, users received
(lc]'cn(lunl's; catalog and could place orders); LFFG,
LLC v. Zupata Corp., 78 17 Supp.2d 731 (N.D.
1 1999) (finding jurisdiction on the basis of an
Internet website portal, directing uscrs to other
websites through interactive dialogue and through
which Illinois users were invited to place them-
selves on defendant's mailing list); Maritz, Inc. v.
Cvhergold, luc., 947 F. Supp. 1328 (E.D.
Mo 1996) (finding jurisdiction on the basis of a
website providing mformation about a forthcom-
ing electronic mailing list service that would for-
ward (0 users advertisements that matched their
selected interests).

nd  See  Publications Int'l, Lud., 121 F.
Supp.2d at 1182-83 (linding that the defendant
had extensively distributed the allegedly infring-
ing materials in Ilinots); LIFG, LLC, 78 F.
Supp.2d at 736-37 (not only emphasizing that the
deflendant's website was actually an Internet por-
tal but also that 25 Hlinois residents requested to
be placed on the defendant's mailing list); Marizz,
fne., 947 I Supp. 1328 (finding the defendant's
website had been accessed at least 311 times in
Missouri, the state in which personal jurisdiction
was at issue).

#12]

Here. assuming arguendo that InfoSys can cstablish
the minimal level of interactivity ol the BNC website
that is sufficient to establish that the website is a hybrid
(level 2) website, general jurisdiction does not exist be-
cause ol the absence of any non-website activitics by
BNC. InfoSys claims that BNC marketed its website in
Hlnois and nationwide tiough its advertisements and
listings on several Internet directories that position the
website as a source for medical billing solutions, but
these Internet advertisements and accompanying Inter-
net-based publicity are insufficient in connection with
the hybrid website 1o establish personal jurisdiction.
[IING] Generally, national advertisements  (including
those on the Internet) are insufficient to subject a defen-
dant w jurisdiction in Nlinois. dero Products Int'l, Inc.,
2002 LIS, Dist. LEXIS 17948, 2002 WL 31109386, at
“7. There must be evidence that the delendant intended
its advertisements to reach a particular state. /d. Here,
InfoSys has cited no evidence indicating that BNC has
specifically directed its Internet based advertisements
into Hinois or targeted its website at Tlinois residents,

Just as there was no such evidence in dero [*¥13] Prod-

uets [nt'l, Inc. In addition. InfoSys has not offered evi-
dence that BNC had Hlinois clients. potential [linois
clients such as in LFFG, LLC, or cven any [Hinois visitors
to the website as in Maririz. All InfoSys has is BNC's
alleged national advertising. but [HN7] "the placement of
a product into the strcam of commerce, without more. is
not an act ol the delendant purposctully directed toward
the forum State." /d. 2002 U.S. Dist. LEXIS 17948,
[WL] at *6 (quoting dsahi-Metal Indus. Co. v. Superior
Court, 480 U.S. 102, 112, 94 L. Ed. 2d 92, 107 5. (.
1026 (1987)). Accordingly, because ol the absence of
any non-website factors in conjunction with the arguably
hybrid website, general jurisdiction is not appropriate in
this case.

Specific Jurisdiction

As mentioned above, specific jurisdiction is appro-
priate when the plaintiff's claim is related 1o or arises owt
of defendant's contacts within the state. Helicopieros
Nacionales de Colombia, S.A., 466 U.S. ar 414 n. 8.
[HINS8] For specific jurisdiction, the Federal Circuit has
established a three-prong test that must be satisfied: (1)
whether the defendant purposelully directed its activities
at the residents of the forum: [#*14] (2) whether the
claim ariscs out of or is related to those activities: and (3)
whether assertion of personal jurisdiction is reasonable
and fair. HollyAnne Corp. . TFT, Ine.. 199 F.3d 1304,
1307 (Fed. Cir. 1999). InfoSys asserts specific jurisdic-
tion based on the website, but, once again. there are no
allegations, as Acro Prods. fnt'l, Inc., that BNC's website
was specilically targeted at Hlinois residents or that [1li-
nois residents had initiated any actual or potential busi-
ness relationships with BNC due o visiting the websiie.
2002 U.S. Dist. LEXIS 17948, 2002 WI. 21109386. at
#6-7. Accordingly, InfoSys cannot satisfy the first prong
of the HollvAnne test and therefore specific jurisdiction
is also not appropriate in this case.

Subject Matler Jurisdiction

Along with the lack of personal jurisdiction. BNC
argues that this Court cannot exercise subject matter ju-
risdiction over this dispute because there is no “"actual
controversy"” as required under the Declaratory Judgment
Acl, 28 US.Co§ 2201 See Specironics Corp. v, H.B.
Fuller Co., 940 IF.2d 631, 634 (Fed. Cir. 1991). [HINO}
To establish an "actual controversy” in a patent invalidity
[¥15] dectaratory action, (1) there must be an explict
threat or action by the patentee, which creates a reason-
able apprehension on the part of the declaratory Judg-
ment plaintiff that it will face an infringement suit. and
(2) plaintiff must actually have either produced the de-
vice or have prepared to produce the device. Arrowhead
Inchus. Water, Ine. v, Ecolochem, 846 .24 737, 736
(Fed. Ciro 1988); see also, Specironics Corp., 9400 [ 2d
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ar 632, The test for whether a delendant's conduct creates
a reasonable apprehension is a “totality of the circum-
stances” test. Shell Oil Co. v. Amoco Corp., 970 F.2d
8§83, 888 (Fed. Cir. 1992),

Here, the totality of the circumstances does not indi-
cate that BNC's actions constituted a threat of litigation
which created a recasonable apprehension of an infringe-
ment suit. At the onsel, [HN10] the test for rcasonable
apprchension is an objective test. ndium Corp. of Amer-
ica v Semi-Alloys, Inc., 781 F.2d 879, 883 (Fed. Cir.
1983, The test therefore requires more than the nervous
state of mind of a possible infringer: it requires that the
objective circumstances support such an apprehension.
Phillips Plastics Corp. v. Kato Hatsujou Kabushiki Kai-
sha, 37 F.3d 1051, 1053-54 (Fed. Cir. 1995). [*16] A
purely subjective apprehension is insufficient to satisfy

the actual controversy requirement. /udium  Corp. of

America, 781 F.2d ar 883, Therefore, the subjective be-
licls ol InfoSys employees and clients as to whether liti-
cation would be initiated - and cven to what extent they
believed this - is entirely irrelevant.

Regarding BNC's objective conduct, it is black letter
law that [HN11] merely offering a license doces not create
& rcasonable apprehension. Phillips Plastics Corp. v,
KNaio Haisujou Kabushiki Kaisha, 57 F.3d 1051, 1053
(Fed. Cir. 1995). Threats of litigation within the context
of license negotiations also do not create a reasonable
apprehension. Shell, 970 F.2d ar §87. In Shell, the fol-
lowing circumstances occurred:;

before the meeting ended, offers were
again made and rejected. Shell indicated
that the parties were at an impasse and
that litigation appeared likely. Oliver
questioned whether Shell could file a de-
claratory judgment action since Shell was
not manufacturing its catalyst. Vance re-
sponded that Shell was manufacturing the
catalyst and asked, "I assume you will en-
force your patent?” A representative of
Amoco [#17]  replied, "Yes," and the
meceting ended.

fel Shell held that the patentee's statements that the al-
leged infringer's activities "lall within." are "covered by,"

and arc "operations under" the patent did not create a
recasonable apprehension. /d. at §89.

Here, InfoSys's main support [or -the purported
threats of litigation are a couple of letters and some {ol-
low-up phone calls. However, the letters include no ex-
phicit or implicit threat of litigation and clearly state that
there are merely offers to take a license. For example. the
March 16, 2003 letter also includes the following lan-
guage:

We are not charging you with infringe-
ment of the patent, but are bringing the
patent to your atlention so that you mav
consider licensing the patent to avoid a
potential conflict with the patent. We are
offering to license the patent on a non-
cxclusive basis for a modest royalty.

In addition, the follow-up phone calls in reference o the
letters do not create a reasonable apprehension because
they were made within the context of license negotia-
tions. Shell, 970 F.2d ar 887. Accordingly. InfoSys's
assertion that BNC has made threats against [#18] it is
without support in fact or law. BNC has not engaged in
any cxtraordinary or threatening conduct by merely send-
ing letters and/or making telephone calls to InfoSvs or s
customers in which it used language that was cither iden-
tical or very similar to the language used in Shell. There-
fore, subject matter jurisdiction does not exist, n3

n3 Having found that there is no basis for ei-
ther personal jurisdiction or subject matter juris-
diction, it is unnecessary to consider whether
venue is proper.

For the reasons above, BNC's Motion 10 Dismiss
and InfoSys's Motion for Leave to File o Sur-Reply are
GRANTED.

ENTER:
James 3. Zagel

United States District Judee

DATE: August 26, 2003
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NEOGEN CORPORATION, Plaintiff, -vs- VICAM and JACK L. RADLO, jointly
and severally, Defendants.

Case No. 5:96-CV-138

UNITED STATES DISTRICT COURT FOR THE WESTERN DISTRICT OF
MICHIGAN, SOUTHERN DIVISION

1997 U.S. Dist. LEXIS 3331

February 20, 1997, Decided
February 20, 1997, FILED

DISPOSITION: [*1] Defendants' motion to quash scr-
vice of process and to dismiss action for want of personal

jurisdiction GRANTED. Defendants’ motion to change

venue DENIED as mool.

CASE SUMMARY:

PROCEDURAL POSTURE: Defendants, a partnership
and a partner, filed a motion to quash service of process
and to dismiss action for want of personal jurisdiction in
platif!” corporation's libel action. The partmership had
sent a Jetter 1o its customers stating that the corporation's
new product infringed on its patents.

OVERVIEW: The court granted the motion. The part-
nership was a Delaware limited partnership with olfices
in Massachusetts. The partnership and the partner were
not residents of Michigan. The partnership did not solicit
business there and was not registered there, The partner
had never been in Michigan. The fact that the partnership
sold its product to (wo Michigan customers for $ 7,500
did not constitute general jurisdiction. The court rejected
the corporation's assertion of specific jurisdiction based
on the partnership's having written two letters to the cor-
poration in which it notified the corporation that it would
file w dawsuit i the corporation infringed on its patent.
Such minimal contacts did not support a [inding of pur-
poscelul availment. Libel cases did not require a ditferent
and Tower standard 1o support personal jurisdiction. The
corporation did not claim that the allegedly defamatory
statements were circulated in Michigan. No market (or
the partnership's product existed in Michigan; thus, the
only harm experienced there was indirect: reduced prof-
its i the state. Further, the allegedly libelous letters re-

ported no Michigan information other than the name of

the corporation.

OUTCOME: The court granted the motion of the part-
nership and the partner to quash service and dismiss the
action for lack of personal jurisdiction. The court dis-
missed the corporation's libel action.

LexisNexis(R) Headnotes

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > General Overview

Civil Procedure > Jurisdiction > Subject Marier Juris-
diction > Jurisdiction Over Actions > General Overview
Civil. Procedure > Pleading & Practice > Defenses.,
Demurrers, & Objections > Motions to Dismiss

[HNT1] On a motion to dismiss {or lack of personal juris-
diction, plaintiff bears the burden of establishing tha

Jurisdiction exists. Plaintiff may not relv on general alle-

gations, but must set forth specific facts illustrating the
court's jurisdiction over the defendant by allidavit or
otherwise,

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > In Personam -Actions > General
Overview

[HIN2] Where the court proceeds without an evidentiary
hearing, plaintiff is required to make only a prima facie
showing of jurisdictional facts. Where the court decides
the issue solely on the basis of written materials. plaimitt
is required only to demonstrate facts that support a [ind-
ing of jurisdiction in arder to avoid a motion 1o dismiss.
In determining whether plaintiff has made such a show-
ing, the district court must consider the pleadings and
affidavits in the light most favorable to the plaintft,
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Civil Procedure > Jurisdiction > Diversity Jurisdiction
> General Overview

Civil Procedure > Jurisdiction > Personal Jurisdiction
& I Rem Actions > In Personam Actions > Minimum
Conracts

Civil Procedure > Federal & State Interrelationships >
Irie Doctrine

[FIN3] In a diversity action, personal jurisdiction is de-
ermined by applying the law of the state in which the
court sits. Michigan has long-arm statutes governing
both general and specific personal jurisdiction over cor-
porations. Aich. Comp. L. ¢ § 600.711 and 600.715.
Similarly, Michigan has parallel long-arm statutes gov-
crning general and specific jurisdiction over individuals.
Mich. Comp. L. § § 600.701 and 600.705.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > Constitutional Limits

[HN4] Constitutional notions of due process limit the
reach of state fong-arm statutes. Michigan's long-arm
statutes extend personal jurisdiction to the limits of con-
stitutional due process. As a consequence, the court's
review of personal jurisdiction is narrowed to the single
mquiry whether the exercise of jurisdiction mecets the
requirements of due process.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > Constitutional Limits

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > In Personam Actions > Mininum
Contacts

Civil Procedure > Appeals > Appellate Jurisdiction >
State Court Review

[HNST In order to constitutionally subject a defendant to
the personal jurisdiction of a court, the defendant must
have certain minimum contacts with the forum such that
the maintenance of the suit docs not offend traditional
notions of fair play and substantial justice. A fundamen-
tal test in personal jurisdiction is whether the defendant's
conduct and connection with the forum state are such
that he should reasonably anticipate being haled into
court in the forum state. In analyzing personal jurisdic-
tion. courts distinguish between general jurisdiction and
specilic jurisdiction. Where a defendant is not found in
the forum. in order to cstablish general jurisdiction, a
court must find that a delendant's contacts with the forum
state are of such a "continuous and systematic” nature
that the state may exercise personal jurisdiction over the
defendant even il the action is unrelated to the defen-
dant’s contacts with the state.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > Constitutional Limits

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > In Personam Actions > Mininn
Contacts

[HNG] There is a three-part test to determine whether the
exercise ol specific jurisdiction comports with due proc-
ess: First, the defendant must purposetully avail himsell
of the privilege of acting in the forum state or causing a
conscquence in the forum state. Second. the cause of
action must arise [rom the defendant's activities there,
Finally, the acts of the defendant or consequences caused
by the defendant must have a substantial enough connec-
tion with the forum state to make the exercise ol jurisdic-
tion over the defendant reasonable. In order to support
jurisdiction, defendants' contacts must meet all three
prongs.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > Constitutional Limits

Civil Procedure > Jurisdiction > Personal Jurisdicrion
& In Rem Actions > I Personam Actions > General
Overview

[HN7] The "purposelul availment” requirement. is de-
signed to insure that random. fortuitous. or attenuated
contacts do not causc the defendant to be haled into a
Jurisdiction. The requircment is satisfied when the de-
fendant's contacts with the forum state proximately result
from actions by the defendant himself that create a "sub-
stantial connection" with the forum state.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& I Rem Actions > General Overview

Civil Procedure > Jurisdiction > Subject Matter Juris-
diction > Jurisdiction Over Actions > General Overview
Torts > Intentional Torts > Defamation > Elemenrs >
Libel

[HNS&] The tort of libel is generally held to occur wher-
ever the offending material is circulated.

COUNSEIL: For NEOGEN CORPORATION. a Michi-
gan corporation, plaintiff: Mark R. Fox. Frascer. Trebil-
cock, Davis & Foster, PC, Lansing, M1,

For VICAM, a Massachuselts corporation. jointly and
severally, JACK L. RADLO, joinlly and severally aka
Jason L. Radlo, defendants: Patrick I, Geary. Smith.
Haughey, Rice & Rocgge, PC. Grand Rapids. MI.

<

JUDGES: Douglas W. Hillman, Senior District Judge

OPINION BY: Douglas W. Hillman
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OPINION:
OPINION

Plaintiff’ Neogen Corporation ("Neogen"), a Michi-
van corporation, has brought suit against VICAM, L.P.
"WVICAM"), a Massachusclts limited partnership, and
Jack L. Radlo, a Massachusetts resident, alleging that
detendants libeled plaintiff corporation and interfered in
its business and contractual relationships. Defendants
have filed 2 motion to quash service of process and to
dismiss for lack of personal jurisdiction. Alternatively,
defendants argue that venue is inappropriate in this dis-
irict and have moved to transfer venue. The court need
not address the venue question because the facts, taken in
the [#2] light most favorable to the plaintilT] fail 1o es-
ablish the existence of personal jurisdiction over defen-
dants. Accordingly, the court GRANTS defendants' mo-
tion to quash service and to dismiss the complaint.

I

Neogen is a Michigan corporation that recently de-
veloped and began marketing a test kit to determine the
presence of aflatoxin in peanuts. Defendant VICAM is a
Massachusetts company that presently holds two patents
for testing equipment to measure the presence of afla-
toxin in peanuls.

According to the allegations of the complaint, Nco-
cen had been developing and testing an aflatoxin detec-
tor for some time. On February 22, 1995, defendant
Radlo nl, on behall of VICAM, sent a letier to Neogen
stating that VICAM had beconie aware that Neogen was
developing a test similar to VICAM's AflaTest TM, and
threatened legal action il the Neogen fest infringed on
VICAM's patents. On February 28, 1995, Neogen re-
sponded, advising delendants that Neogen's test was dis-
tinet from VICAM's patented testing process and that
Neogen would not infringe on any VICAM patent,

nl Jack L. Radlo is president of VICAM
Management Company ("VMC"), the sole gen-
cral partner of defendant VICAM.

3|

On July 18, 19906, Neogen again wrote to defendants
to advise VICAM that it had begun field testing a diag-
nostic kit that used a column format and assuring VI-
CAM that patent counsel had reviewed the test and found
that it did not infringe on the VICAM patents. On July
30,1996, VICAM requested additional information on
the product and advised Neogen that VICAM belicved
that its patents provided broad protection for any com-
mercially viable aflatoxin test kit that "utilizes an anti-
body affinity columm with a fluorescence detection step,"

Necogen responded by a letter dated August 9, 1996
that it would provide an actual sample of the test kit
when it was available for commercial sales. On August
12, 1996, belore receiving a sample test kit. VICAN sent
a letter to its customers stating that the Neogen test kits
were considered by VICAM to infringe upon VICAM's
patents, that VICAM would take the necessary legal
steps o protect its patents, and that use of the producis as
advertised would infringe VICAM's patents. It is undis-
puted that none of the recipients of the letter resided in
Michigan.

On August 16, 1996, Neogen forwarded a sample
diagnostic kit to VICAM, expressing its beliel that [#4]
VICAM would {ind no patent infringement. That same
date, Neogen's attorneys wrote to VICAM advising that
Neogen considered VICAM's August 12 letter to its cus-
tomers (o constitute trade libel, product disparagement
and tortious interference with Neogen's contractual and
advantageous business expectancies. The letter de-
manded VICAM's unequivocal retraction of its state-
ments. Neogen also [iled the instant lawsuit on August
14, 1996. Thereafter, Neogen filed an amended com-
plaint on August 26, 1996, before VICAM had filed its
first responsive pleading.

VICAM subsequently filed the present motion o
quash service of process and dismiss the complaint as its
first responsive pleading.  Alternatively.  defendants
moved for transfer of venue,

Defendants principally contend that this court has no
personal jurisdiction over either defendant, VICAM is a
Delaware limited partnership with business olfices in
Watertown, Massachusetts. VICAM's general pariner.
VMC, is a Massachuselts corporation with its principal
place of business in Massachusetts.

In support of their motion. defendants submiited the
affidavit ol defendant Radlo. Radlo auests that he resides
in Lexington, Massachusetts and has no [*3]  connec-
tions with Michigan. VICAM contends that it does not
sell, manufacture or distribute its aflatoxin detection
products in Michigan. In addition, defendants have no
resident agent in Michigan and are not qualified 10 con-
duct business in the state.

IL

[IINT] On a motion to dismiss for lack of personal

Jurisdiction, plaintiff bears the burden of establishing that
Jurisdiction exists.  Thewnissen v, Matthews, 9335 1. 2d

1454, 1438 (6th Cir. 1991). PlainifT mayv not rely on
general allegations, but must set forth specific facts illus-
trating the court's jurisdiction over the defendant by afti-
davit or otherwige. Id.

However, [HN2] where the court proceeds without
an cevidentiary hearing, plaintifl is required to make only
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a prima facic showing of jurisdictional facts. Compu-
serve, Ine. v, Patrerson, 89 [F.3d 1257, 1262 (Gth Cir.
1996y, Welsh v. Gibbs, 631 F.2d 436, 438 (6th Cir.
1980y, cert. denied, 450 UL.S. 981, 67 L. Ed. 2d 816, 10]
S Cr 1517 (1987). Where the court decides the issue
solely on the basis of written materials, plaintifT is re-
quired only to "demonstrate facts which support a find-
ing of jurisdiction in order to avoid a motion to dismiss."
Id. (quoting [*6]  Data Dise, Inc. v. Systems Tech.
Assoc., Ine., 357 17.2d 1280, 1285 n.l (9th Cir. 1977)).
See also American Greetings Corp. v. Cohn, 839 IF.2d
164 1168-69 (6th Cir. 1988). In determining whether
plaintfT has made such a showing, the district court must
consider the pleadings and affidavits in the light most
favorable (o the plaintiff. American Greetings, 839 F.2d
ar 1169,

[FINZ] In a diversity action, personal jurisdiction is
determined by applying the law of the state in which the
court sits. Lrie R v, Tompkins, 304 U.S. 64, 82 L. Fd.
118838 8. Cr. 817 (1938). Michigan has long-arm stat-
utes governing both genceral and specific personal juris-
diction over corporations. Sce Mich. Comp. L. § §
600.711 (general jurisdiction), 600.715 (limited jurisdic-
tion). Similarly, Michigan has parallel fong-arm statutes
governing general and spectfic jurisdiction over indi-
viduals, See Mich. Comp. L. ¢ §  600.701 (general),
0600.705 (limited).

[HN4} The reach of state long-arm statutes, how-
ever, is limited by constitutional notions of due process.
Sce fternational Shoe Co. v, Washington, 326 U.S. 310,
S0, 90 Lo Ed 95, 668, Cr. 154 (1945). 1t is well cstab-
lished that Michigan's [*7]  long-arm statutes extend
personal jurisdiction to the limits of constitutional duc
process. See, e.., Michigan Coalition of Radioactive
Muarerial Users, Inc. v. Griepentrog, 954 F.2d 1174 (6th
Cir 1992) (ciing Chandler v. Barclays Bank PLC, 8§98
F2d 1148, H50-51 (Gith Cir 1990)). As a consequence,
the court’s review of personal jurisdiction is narrowed to
the single inquiry whether the excrcise of jurisdiction
mects the requirements ol due process. 1d.

[HIN5] In order to constitutionally subject a defen-
dant to the personal jurisdiction of a court, the defendant
must "have certain minimum contacts with [the forum]
such that the maintenance of the suit does not offend
‘raditional notions of fair play and substantial justice.™
Imernational Shoe Co. v, Washington, 326 1.5, 310,
S0.90 L Ed 95,668, Cr 154 (1945) (quoting Milliken
voMever, 311 US 457,463, 85 L. Ed. 278, 61 S, C1. 339
(1941)). The Supreme Court has stated that a fundamen-
tal test in personal jurisdiction is whether "the defen-
dant's conduct and connection with the forum state are
such that he should reasonably anticipate being haled
mto court [in the forum state]." World-Wide Volkswagen
Corpe [*8) W Woodson, 444 (1.5, 286, 297, 62 L. Ed. 3d

490, 100 S. Cr. 559 (1980). In analyzing personal juris-
diction, courts distinguish between "general” jurisdiction
and "specific" jurisdiction. Sece Burger King Corp. v
Rudzewicz, 471 U.S. 462, 472, 83 L. £d. 2d 528, 103 S.
Ct. 2174 (1985); Third Nat'l Bank in Nas/inville v
WEDGE Group, inc., 882 F.2d 1087, 1089 (Gl Cir.
1989). Where a delendant is not found in the forum. in
order 1o establish general jurisdiction, a court must lind
that a "defendant's contacts with the forum state are of
such a 'continuous and systematic' nature that the state
may exercise personal jurisdiction over the defendant
even if the action is unrelated to the defendant’s contacts
with the state." WEDGE Group, 8§82 F.2d 1087

In the instant case, no serious argument can be ad-
vanced that plaintifT alleged facts constiuting a prima
facic case of general jurisdiction. Sec Nutivmwvide Mu.
Ins. Co.v. Tryg Int'l Ins. Co., Lt 91 FF.3d 790, 793 (61l
Cir. 1996). While plaintiff has alleged that defendants’
business in Michigan was "continuous and systematic.”
plaintifl” has brought forward few specific facts in sup-
port of that allegation. Defendants atiest [¥9] and plain-
tiff does not contest that VICAM and Radlo are not resi-
dents ol Michigan, own no property in Michigan. and
have no agent in Michigan. Defendant VICAM further
attests that it has not solicited business in Michigan and
is not registered in Michigan. Radlo also avers that he
never has been physically present in Michigan,

The only facts plaintiff offers to support general ju-
risdiction over defendants are found in Exhibit L 1o
plaintilT's brief. Exhibit L purports to be a list that plain-
UIT obtained from VICAM during discovery that recites
all transactions with customers in Michigan during 1993-
96. That list involves (wo customers and a total of $
7,518.00 of sales.

Such limited activity falls considerably below the
standard of "continuous and systematic" so as 1o conler
general jurisdiction over VICAM. Sce Conri v Pucu-
matic Products Corp., 977 F.2d 978, 981 (6ith Cir. 1992)
($900,000 of sales insufficient to support gencral juris-
diction). Sce also Natiomwide, 91 F.3d ar 793-94 (limited
or sporadic contacts insufficient to support general juris-
diction). Morcover, cevidence of VICAM's sales provides
absolutely no basis for a finding ol personal jurisdiction
over Radlo [*10] individually.

With respect to specilic jurisdiction. the Sixth Cir-
cuit has used [HNG6| a three-part test to determine
whether the exercise of specific jurisdiction comports
with due process:

First, the defendant must purposefully
avail himself of the privilege of acting in
the forum sfate or causing a consequence
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in the forum state. Second, the cause of
action must arise from the defendant’s ac-
{ivitics there. Finally, the acts of the de-
fendant or consequences caused by the
defendant must have a substantial enough
connection with the forum state to make
the cxercise of jurisdiction over the de-
fendant reasonable.

Conti, 977 F.2d at 981 (quoting Southern Machine Co.
v, Mohasco Indus., Ine., 401 F.2d 374, 381 (6th Cir.
1968)). In order to support jurisdiction, defendants' con-
tacts must meet all three prongs of the test set forth in
Southern Machine. See Conti, 977 IF.2d at 983 ("Each
[Southern Machine] criterion represents an independent
requirement, and failure to meet any onc of the three
means that personal jurisdiction may not be invoked.")
(internal quotations omitted).

In support ol specific jurisdiction, plaintiff offers
two diserete facts, First, plaintiff {*11] contends that
defendant wrote two letters to plaintiff’ regarding Neo-
een's aflatoxin test. Sccond, plaintiff contends that to

establish personal jurisdiction in a libel case, a plaintiff

need do no more than show that the defendant was aware

at the time it commitied the alleged libel that plaintiff
was a Michigan corporation with its principal place of

business in Michigan,

With respect to plaintif’s {irst asserted basis for ju-
risdiction, the letters plaintiff relies upon cannot support
Jurisdiction because they fail the first prong of the South-
ern Machine test. As previously stated, under the first
prong, a defendant "
the privilege of acting in the forum state or causing a
consequence in the forum state.” Southern Machine, 401
17.2d ar 381, As the Sixth Circuit has recognized, [HN7]
the "purposeful availment” requirement, is designed to
insure that "'random,' 'fortuitous,’ or 'attenuated' contacts”
do not cause the defendant to be haled into a jurisdiction.
Natiomvide, 91 FF.3d at 795, The requirement is satisfied
when the defendant's contacts with the forum state
“proximately result from actions by the defendant him-
self thal create a 'substantial [#12] connection’ with the
forum state. Compuserve, 89 I°.3d at 1263.

Herve. the two letters were insubstantial. See Rey-
nolds v ntern. Amatewr Athletic Federation, 23 . 3d
LHIO. 116 (6uhe Cire 1994) (isolated letlers insubstan-
taly: Conti, 977 F.2d ar 983 (multiple telephone contacts
msulficient).  Neither initiated any relationship nor
formed the basis for later tortious conduct. Both letters
were addressed o registering defendants' concern that
plaintilf” nor infringe VICAM's patents. In fact, onc

amounted (o little more than an acknowledgment of

plaintiff’s preceding letter. The quality of such minimal

must purposclully avail himself of

contacts canuol support a finding of purposciful avail-
ment. See Compuserve, 89 F.3d «r 1263 (focusing on the
quality of the contacts, not the number or status. in de-
termining purposelul availment). See also Wisconsin
Elec. Mfg. Co. v. Pennant Prods. Inc, 619 .2d 676, 678-
79 .10 (7th Cir. 1980) (noting that courts have retused
to find that personal jurisdiction exists where the defen-
dant's contact with the forum was limited to an attempt to
resolve the parties dispute), cited in Nariomvide, 91 F 3d
at 796.

With respect to plaintift's second asserted basis for
jurisdiction, [*13] plaintiff’ contends that because de-
fendants were aware at the time of their alleged defama-
tion of the forum in which plaintfT resided. they were
aware that the effects of their defamation would be ex-
perienced in Michigan. As a result. plaintift” contends
that defendants’ knowledge amounts to "purposctully
availing" themsclves of a "privilege” in Michigan. I dis-
agree. If a defendant may be brought within the jurisdic-
tion of the court simply by knowledge of where plaintitt
resides at the time a tortious act is committed, there can
be little remaining meaning to the requirement of pur-
poscful conduct or of "substantial connection” o the
forum.

Plaintift implies, however, that libel cases require a
different and lower standard to support personal jurisdic-
tion, In support of its claim, plaintifT principally relies
upon a factually similar casc originating in this diswrict.
Moellers North America, Ine. v. MSK Covertech, e,
870 F. Supp. 187 (W.D. Mich. 1994). In Moelters. defen-
dant was alleged to have sent a libelous letier to a paten-
tial customer of both companies stating that the Moellers
system infringed on the patent of MSK. The district court
concluded that because defendant [¥14]  knew plaintitf
was incorporated in and had its principal place of busi-
ness in Michigan, it knew that its intentional acts could
be considered aimed at Michigan, where it was aware
that the effects of its letter would be felt.

['am not persuaded that the Mocllers decision cor-
rectly applied existing law on personal jurisdiction. First.
as [ noted previously, the conclusion does not accord
with the threc-part analysis set forth in this circuit for
special jurisdiction. In fact, the district court did not spe-
cifically analyze the facts under the Southern Machine
test.

In addition, the Moellers court centrally relied upon
its analysis of the Supreme Court's decision in Calder v.
Jones, 465 U.S. 783, 788-89, 79 L. Ed. 2d 804, 104 S. (1.
1482 (1984). The court concluded that Calder stood for
the proposition that, “in a libel action, the forum in which
the allegedly libeled person resides has personal jurisdic-
tion over those accused of libel on the basis of the 'cf-
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fects' of their out-ol=state conduct in the forum state.”
Maocllers, 870 I Supp. at 191.

I disagree with this summary of the Calder decision.
Calder involved a suit by performer Shirley Jones against
I#15] the National Inquirer, together with the author and
cditor of an article in which she was defamed. The Cal-
der Court held that the author and editor both were sub-
Jeet to personal jurisdiction in California, despite their
lack of comtacts outside the writing and editing of the
article in question. The Court noted that the authors in-
tended to and did circulate the magazine in California, In
fact. the magazine's largest circulation was in California.
The Court summarized the other factors involving Cali-
fornia as follows:

The allegedly libelous story con-
cerned the California activitics of a Cali-
fornia resident. It impugned the profes-
sionalism of an entertainer whose tclevi-
sion career was centered in California.
The article was drawn from California
sources and the brunt of the harm, in
terms of both respondent's cmotional dis-
tress and the injury to her professional
reputation, was suffered in California. In
sum, California is the focal point both of
the story and of the harm suffered. Juris-
diction over petitioners is thercfore proper
in California based on the “effects" of
their Florida conduct in California.

ld. at 789.

Here. the links o Michigan arc much more [*16]
hmited. Unlike in Calder, plaintiff does not claim that the
aflegedly  defamatory  statements  were circulated in
Michigan. In addition, plaintiff does not contest defen-
dants” sworn statements that no market for plaintiff's
product exists in Michigan because il is not a peanut-
producing state. Thus, the harm is not alleged to be di-
rectly experienced in Michigan by loss of sales within
the staie. [nstead, the only harm experienced in Michigan
is indirect: a reduction in total profits declared within the
state. Further, the allegedly libelous letters report no in-
formation relating to Michigan or drawn from Michigan
other than plaintiff's name. The only conncction with
Michigan that plaintiff has shown is its own residence.

The Calder decision simply did not address the facts
of this case. Calder does not support the exercise of ju-
risdiction based on such an attenuated connection to the
furunt as plaintiff claims.

Morcover, on the same date it decided Calder. the
supreme Court decided Keeton v, Hustler Maguazine,
fne 63 ULS 770,79 L. Ed. 2d 790, 104 S. Cr. 1473

(1984). In Keeton, the Court addressed the issuc ol per-
sonal jurisdiction in a defamation action involving [#17]
a nonresident plaintiff. The Court observed that [IINS]
“the tort of tibel is generally held to occur wherever the
offending material is circulated. /d. ar 777 (citing Re-
statement (Second) of Torts § 377:1, Comment a (1977).
Thus, while Keeton suggests that mere circulation of a
libelous statement within a state will be sufticient io sup-
porl jurisdiction, it simultancously suggests that such
circulation, at a minimum, is necessary.

Further, I observe that the Mocllers court did not
discuss a controlling Sixth Circuit case involving per-
sonal jurisdiction in the context of a defamation action.
In Reynolds v. [nternational Amareur Athiciic Federa-
tion, 23 F.3d 1110 (6th Cir.). cert. denied 573 (7.5, 962,
130 L. Ed. 2d 338, 115 8. Cr. 423 (1994), a case decided
shortly belore the Mocllers decision, the court rejected
the notion that a defendant comes within the personal

Jurisdiction of the court solely by making delamatory

remarks about a resident plaintiff. The Reynolds court
distinguished Calder, holding that the Calder facts estab-
lished a much more signilicant connection with the state
than the mere fact that the cffects of the defamation
would be experienced in the forum [*18] because the
plaintil{ resided there. The court specifically noted five
distinet facts in Reynolds that distinguished Calder: (1)
that the allegedly defamatory statement involved activi-
ties outside the forum; (2) that the source of the report
was oulside the forum; (3) that the individual. while o
resident of the state, had a reputation that was not cen-
tered in the state; (4) that the defendant did not publish or
circulate the report in the state; and (3) that the forum
state was not the "focal point" of the defamatory state-
ment. All but the first of these distinguishing features
applics cqually (o the instant case,

Moreover, | conclude that the Reynolds court ex-
pressly has rejected plaintifT's proposed analvsis of per-
sonal jurisdiction:

The fact that the [defendant] could foresce
that the report would be circulated and
have an effect in Ohio is not. in itself.
enough to create personal jurisdiction. . . .

[Plaintift] argues, however. that his
claims arose out of the [defendant’s| con-
nection with Ohio because the [defendant]
intentionally defamed him and interfered
with his Ohio business relationships. Un-
der this theory, the [defendant] knew that
the [*19] worldwide media would carry
the report and that the brunt of the injury
would occur in Ohio.
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Even accepting that the {defendant]
could foresee that its report would be dis-
seminated in Qhio, however, the [defen-
dant] would not be subject to personal ju-
risdiction in Ohio. Madara v. Hall, 916
F2d 1510, 1319 (1h Cir. 1990) (defen-
dant's knowledge that independent pub-
lisher might publish defamatory state-
ments in California does not creale per-
sonal jurisdiction).

Revaolds, 23 1-.3d at 1120. Where, as here, the only
comection with the forum state is defendants’ knowledge
of plaintiff's residence, Reynolds bars a finding of per-
sonal jurisdiction. Sce also Far West Cupital. Inc. v.
Tovwne, 46 I2.3d 1071, 1079 (10dth Cir. 1995) {mere alle-
gation that defendant interfered with contractual rights or
committed other business torts against resident of forum
docs not eslablish mintmum contacts); Southmark Corp.
v Life Investors, Inc., 831 F.2d 763, 772-73 (5th Cir.
1988) (no personal jurisdiction solely based on allegation
that plaitiff suffered injuries in the forum); Wallace v.
Hervon, 778 F.2d 391. 394-95 (7th Cir. 1985) (mere al-
legation of intentional tort {*20] does not create jurisdic-
tion in plaintifl’s home forum under Calder), cert. denied,
475 U5 1122, 90 Lo Ed. 2d 187, 106 S. Cr. 1642 (1986).

In sum, because the only substantial connection to
the state that has been alleged by plaintiff is that defen-

dant knowingly defamed a resident of the state, 1 con-
clude that plaintiff has failed to set forth prima lacic evi-
dence of personal jurisdiction. I conclude that holding
defendants hable to suit in Michigan does not comport
with "traditional notions of fair play and substantial jus-
tice." International Shoe, 326 U.S. ar 316.

HI.

For the foregoing reasons, delendants' motion 1o
quash scrvice of process and to dismiss the action {or
want of personal jurisdiction is GRANTED. In light of
the court's decision on the jurisdictional issue. defen-
dants’ motion to change venue is DENIED as moot.

Douglas W. Hillman

Senior District Judge

Dated: FEB 20 1997.
ORDER
In accordance with the opinion filed this date.

I'T IS ORDERED that defendants’ motion o quash
service and o dismiss is GRANTED, and delendants’
molion to change venue is DENIED as moot.

Douglas W. Hillman

Senior District [#21] Judge

Dated: FEB 20 1997.
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EXPEDIENT LT. SOLUTIONS LTD.. Defendants.

Case Number: 99 C 5532

UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF
ILLINOIS, EASTERN DIVISION
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DISPOSITION: [*1] Ty Inc's action for trademark
miringement, unfair competition, trademark dilution,
consumer fraud, and deceptive business and trade prac-
tices dismissed without prejudice.

CASE SUMMARY:

PROCEDURAL POSTURE: Plamtff brought action
against defendants for trademark infringement, unfair
competition, trademark dilution, common law trademark
infringement, consumer {raud, and deceptive business
and trade practices.

OVERVIEW: Plaintifl} a stulfed toy manufacturer, filed
suit against defendants, a merchant and its manager, who
sold plaintifl's toys via a web site. Plainuff alleged
rademark infringement, unfair competition, trademark
difution, common law trademark infringement, consumer
iraud. and deceptive business and trade practices, and
asserted venue over the defendants, pursuant to 28
(USO80 1391(b). However, sua sponte, the court dis-

missed without prejudice, plaintiff's action, for lack of

personal jurisdiction. Under the Zippo “sliding scale,”
personal jurisdiction was lacking over defendants be-
cause defendants’ web site was an interactive site which
allowed consumers to exchange information with defen-
dants. but which did not clearly do business over their
web site. Delendants did not allow consumers to order or
purchase products on-line, and did not enter into con-
tracts over the web site. Consequently, plaintiff could not
establish defendants conducted business over the Internet
with forum residents,

OUTCOMI: The court lacked personal jurisdiction
over defendants because their web site only exchanged
informational e-mails with consumers. The web site did
nol allow consumers to order or purchase products on-

line. Consequently, plaintiff’ could not cstablish defen-
dants conducted business over the Internet with forum
residents, so action was dismissed without prejudice.

LexisNexis(R) Headnotes

Civil Procedure > Venne > Multiparty Litigation
[HN1] See 28 US.C.S. § 1391(b).

Civil Procedure > Jurisdiction > Jurisdictional Sources
> Statutory Sources

Civil Procedure > Jurisdiction > Personal Jurisdicrion
& In Rem Actions > In Personam Actions > General
Overview

[HN2] Where there is no federal statute governing per-
sonal jurisdiction, a court has authority 1o exercise per-
sonal jurisdiction as conferred by state law. Foed. R Civ.,
P.d(e). The extent to which the court may excrcise that
authority 1s governed by the Duc Process Clause of the
U.S. Const. amend. XTIV,

Civil Procedure > Jurisdiction > Personal Jurisdiciion
& I Rem Actions > In Personam Actions > General
Overview

[HN3] T'he State of llinois' long-arm jurisdiction statute
is codified under 735 /Il Comp. Star. 5/2-209. I particu-
lar. the statute covers individuals or corporations who
transact any business within linois. commit a tortious
act within Hlinois, or do business within [Hinois. 733 /1.
Comp. Stat. 5/2-209(a)( 1), (a)(2). (b)(4).

Civil Procedure > Jurisdiction > Jurisdictional Sources
> General Overview
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Civil Procedure > Jurisdiction > Personal Jurisdiction
& Ju Rem Actions > In Personam Actions > Mininum
Contuctys

[1IN4] There arc conslitutional limitations on the exer-
cise of personal jurisdiction, depending upon whether
ceneral or specific jurisdiction over a non-resident de-
fendamt is sought. General jurisdiction allows a court to
exercise personal jurisdiction over a non-resident defen-
dant for non-forum related activities when the defendant
has engaged in "systematic and continuous" activitics in
the forum state. Specific jurisdiction allows a court (o
exercise personal jurisdiction over a non-resident defen-
dant for forum-related activities where the relationship
between the defendant and the forum falls within the
"minimum contacts” framework.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& Jn Rem Actions > General Overview

Computer & (nternet Law > Civil Actions > Jurisdic-
tion = Constitutional Requirements

Computer & Internet Law > Copyright Protection >
Civil Infringement Actions > Defenses > General Over-
riew

[HNS] The likelihood that personal jurisdiclion can be
constitutionally exercised is directly proportionate to the
nature and quality of commercial activity that an entity
conducts over the Internet.

Computer & Internet Law > Civil Actions > Jurisdic-
tion > Counstitutional Requirements

Computer & Internet Law > Copyright Protection >
Civil Infringement Actions > Defenses > General Over-
e

Computer & Internet Law > Internet Business > Gen-
eral Overview

[THNG] The "sliding scale” provides that at one end ol the
spectrum are situations where a defendant clearly does
business aver the Internet. I defendant enters into con-
tracts with residents of a foreign jurisdiction that in-
volves the knowing and repeated transmission of com-
puter [iles over the Internet, personal jurisdiction is
proper. Al the opposile end are situations where a defen-
dant has simply posted information on a web site which
1s accessible o users in foreign jurisdictions. A passive
web site that does little more than make information
available 1o those who are interested in it is nol grounds
for the exercise of personal jurisdiction. The middle
eround is occupied by interactive web sites where a user
can exchange information with the host computer. In
these cases, exercise of jurisdiction is determined by
examining the level of interactivity and commercial na-
ture of the exchange of information that occurs on the
weh site.

COUNSEL: For TY INC. plaintff: Terry Michael
Hackett, Antonio DeBlasio. Michael Anthony Nicolas.
Gardner, Carton & Douglas. Chicago. L.

JUDGES: David H. Coar. United States District Judge.
OPINION BY: David 1. Coar

OPINION:
MEMORANDUM OPINION AND ORDER

For the following reasons, plaintift’ Ty Inc.s action
for trademark infringement, unfair competition. trade-
mark dilution, common law trademark infringement.
consumer [raud and deceptive business and trade prac-
tices. against defendants Max Clark and Expedient LT,
Solutions Ltd., is dismissed without prejudice because of
lack of personal jurisdiction.

Background

The plaintiff, Ty Inc. ("plamtfi™ or "Ty") is a Dela-
warce corporation with its principal place of business in
Westmont, Hlinois. {(Complaint P 1), Ty is the creator of
the waorld famous plush stulfed toys named "Beanie Ba-
bies." Ty markets thesc Beanie Babies throughout the
world and sells them through authorized dealers. (Com-
plaint P 6). Since their introduction in 1994, Beanic Ba-
bies have become extremely [*2]  popular. with sales
over one billion dollars. (Complaint PI* 6. 9). Tv has
obtained a federal registration from the United States
Patent and Trademark Office for the marks "Tyv" (Reg.
Nos. 1,722,141 and 2,118,114) and "Beanic Babies”
(Reg. No. 1.049,196). (Complaint P 7).

Onc aspect of Ty's marketing strategy for Beanie
Babies and related products is Ty's web site on the Inter-
net, which contains the domain names.
"www.beanicbabies.com” and  "www.iy.com." (Com-
plaint P §8).

One of the defendants, Expedient LT, Solutions Lid.
("EIS") is a private English corporation with its principal
place of business in Cheshire, England. (Complaint P 2).
Max Clark ("Clark"), an individual who also resides in
Cheshire, England, has the primary responsibility for the
control, management, operation and maintenance of the
affairs of EIS (jointly veferred 1o us “defendams™),
(Complaint P 3). EIS and Clark acquired a registration
for the Internet domain name “beanicbabicsuk.com”
through Network Solutions, Inc. ("NSI"). nl (Complaint
P11). Through this domain name, the defendants cstab-
lished an  Internet  web  site with  the  URL
"http://www . beaniebabiesuk.com." This Internet web site
is accessible to Internct [#*3]  users in llinois and
throughout the world, (Complaint P 12),
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nl Network Solutions, Inc. has contracted
with the National Science Foundation to provide
registration  services for all Internet domain
names. Once a domain name is registered to one
user, it may not be used by another.

The defendants’ Internet web site "beaniebabie-
suk.com” is hosted by the Internet service provider, Sim-
ple Network Communications, Inc. ("SimpleNet"), a
California corporation located in San Dicgo. Internet
users seeking access o the "beaniebabiesuk.com” web
site have been directed o two domain name servers op-
crated by SimpleNet in San Dicgo, California. (Com-
plaint P 14). Therefore, onc could argue, the "beanicba-
bics.com™ web site is located in the State of California.
(1d.).

On the "beanicbabicsuk.com" web site, the defen-

danis offer for sale, among other things, the majority of

Ty's Beanic Babies toy products. (Complaint P 5). The
defendants display images of Ty's Beanie Babies toys on
the web site. (Complaint P 16). The defendants [*4] also

market and offer for sale on the web site a variety of

BBritsh products, such as British candies, British baskets
filled with teas and crackers, British foods and prescrves,
and chine tea cups and tea pots. (Complaint P 15).

Ty aleges that the defendants have solicited orders
for 3eanie Babics toy products and have represented that
they accept United States currency for payment. (Com-
plaint P 17). On the web site, the defendants provide a
price list of all the Beanie Babic models they offer. (PI.
Iox. 13). Anicon on the web site also allows consumers (o
click on an jcon to send c-mail messages (o the defen-
dants to obtain specific information about any product on
the web site. (PL. Ex. 13). However, a closer examination
of the web site reveals that the defendants do not take
orders over the web site itself, Instead, consumers must
print out a order form on the web site and then cither fax,
telephone, or send their order to ESI. (Pl's Ex. B).

Ty brings a six-count complaint against the defen-
danis. alleging trademark infringement, unfair competi-
tion, wademark dilution, common law trademark in-
fringement. Hlinois consumer fraud and deceptive busi-
ness practices, and Ilinois uniform [*5] deceptive trade
practices. (Complaint PP 19 - 45). The court requested
that the plaintifT brief the court on the issues regarding
venue.

Analysis

The plaintiff begins its argument by citing the Fed-
cral Venue Statute, [UNT] 28 U.S.C ¢ 1391{b), which

provides:

A civil action wherein jurisdiction is not
founded solely on diversity of citizenship
may, except as otherwise provided by
law, be brought only in (1) a judicial dis-
trict where any defendant resides. it all
defendants reside in the same State: (2) a
judicial district in which a substantial part
of the events or omissions giving rise (o
the claim occurred, or a substantial part of
property that is the subject of the action is
situated, or (3) a judicial district in which
any defendant may be found. il there is no
district in which the action may otherwise
be brought.

The plaintiff argues that venuce in the Northern Dis-
trict of Hlinois is appropriate for this action. pursuant o
28 US.Co§ 1391(b)(2), because a substantial part of the
events or omissions giving rise o the plaintifl's claims
occurred in this District and a substantial part ol property
that is the subject [*6] of this action--Ty's rademarks--is
sitvated in this District. (Pl's Mem.. p. 3). However, in
the plaintiff's argument for venue. the plaintifi assumes
that this court has personal jurisdiction over the deten-
dants. (PI's Mcm., p. 3). As a review of the case law will
show, this is not an assumption the plaintiff can make.

[HN2] As there is no federal statute governing per-
sonal jurisdiction in this case, this court has authority o
exercise personal jurisdiction as conferred by state law.
Fed R.Civ.P. 4(e). The extent to which the court may
exercise that authority is governed by the Due Process
Clause of the Fourteenth Amendment of the United
States Constitution.  Kulko v. Superior Court of Califor-
nia, 436 U.S. 84, 91, 98 8. Cr. 1690), 1696, 56 L. . 2
132(1978).

[HN3] The State of Ilinois’ long-arm jurisdiction
statute is codified under 735 /Il Comp. Star. 5.2-209. 1n
particular, the statute covers individuals or corporations
who transact any business within Hlinois. commit a tor-
tious act within Ilinois, or do business within [linois.
735 1l Comp. Stat. 5/2-209(a)(1). (a)(2), (b)}(4). It seems
that the plaintiff is arguing that the defendants. through
the use of the web [*7] site "www.beanicbabicsuk.con.”
transact business within Ilinois and have commited a
lortious act.

However, [HN4] there are constitutional Himitations
on the exercise of personal jurisdiction, depending upon
whether general or specific jurisdiction over a non-
resident delendant is sought.  Mink v, A4 Develop-
ment LLC, 190 F.3d 333, 335-36 (5th Cir. 1999 Pana-
ision International, L.P. v. Toeppen, 141 FF.3d 137106,
1319 (9th Ciro 1998): Cvbersell, ne. v. Cvbersell, ine.
130 F.3d 414, 416 (9th Cir. 1997). General jurisdicion
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allows o courl to exercise personal jurisdiction over a
non-resident defendant for non-forum related activities
when the defendant has engaged in "systematic and con-
tinuous" activities in the forum state. Helicopteros Na-
cionales de Colombia, S.A. v. Hall, 466 U.S. 408, 414-
16, 104 S Ct 1868, 1872-73, 80 L. Ed. 2d 404 (1984).
Specific jurisdiction allows a court to exercise personal

jurisdiction over a non-resident defendant for forum-

related activities where the relationship between the de-
fendant and the forum falls within the "minimum con-
wets” framework of International Shoe Co. v. Washing-
ton, 326 1050 310, 66.S. Cr. 154, 90 L. Ed. 95 (1945).
[#8] Mink, 190 1°.3d at 3306.

A significant number of Circuit who have addressed
the issue of personal jurisdiction and Internet sites have
relicd on the three-category "sliding scale" model devel-

oped by the District Court in the Western District of

Pennsylvanta in Zippo Manufacturing Co. v. Zippo Dot
Com, Ine., 952 F Supp. 1119 (W.D.Penn,, 1997). See,
Soma  Medical  International v, Standard  Chartered
Bank, 196 [F.3d 1292 (10th Cir. 1999),; Mink, 190 FF 3d at
336 (50 Cir. 1999); Cybersell, 130 F.3d at 418-419 (9th
Cir. 1997); Molnlyeke Health Care AB v, Dumex Medi-
cal Surgical Products Lid., 64 F. Supp. 2d 448, 451
(LD Penn. 1999). In Zippo, the court found that "the
[HNST dikelihood that personal jurisdiction can be consti-
ttionally exercised is directly proportionate to the nature
and quality of commercial activity that an entity con-
ducts over the Internet." Zippo, 952 F. Supp. 1119 at
1124 The court presented [HNG] the "sliding scale” as
follows:

At one end of the spectrum are situations
where a delendant clearly docs business
over the Internet. I the defendant enters
e [*9]  contracts with residents of a
foreign jurisdiction that involve the know-
ing and repeated transmission of computer
files over the Internet, personal jurisdic-
ton is proper. Al the opposite end are
situations where a defendant has simply
posted information on an Internet Web
site which is accessible to users in forcign
Jurisdictions. A passive Web sile that does
lithe more than make information avail-
able to those who are interested in it is not
grounds for the exercise of personal juris-
diction. The middle ground is occupied by
interactive Web sites where a user can ex-
change information with the host com-
puter. In these cases, the exercise ol juris-
diction is determined by examining the
level of interactivity and commercial na-
wre of the exchange ol information that

occurs on the Web site. Zippo, 932 I
Supp. at 1124 (citations omitted).

The present case falls in the "middle ground” of the
sliding scale model of Zippo. The detendants in the pre-
sent case do not run a completely passive web sie. for it
is possible for consumers to c-mail the defendants ques-
tions about products and to receive information about
placing orders, ctc. However, at the same tme. the de-
fendants [*10] do not clearly do business over their web
site, for they do not 1ake orders nor enter into contracts
over the web site. In fact, the defendants make it ex-
tremely clear on their web site that they do not conduct
on-line transactions. {Sce Pl Ex. B, "Scction 3: Payment
Arrangements”). Instead, the defendants have consumers
print out an order form and cither fax, telephone. or send
their orders through traditional mail to the defendants’
offices in Great Britain. (See Pl. Ex. Be. "Section |: How
to Order,"” "Beanie Baby Airmail Form").

The Fifth Circuit, in an extremely similar case.
found that personal jurisdiction could not be exercised
over the defendant through its web site. In Mink .
AAAA Development, a copyright infringement case. the
plaintiff, an individual in Texas, argued for personal ju-
risdiction over the defendant, a Vermont corporation.
based upon the defendant's web site. The Fifth Cireuit
using the Zippo sliding scale analysis. found that per-
sonal jurisdiction could not be exercised over the Ver-
mont corporation for two reasons. First. the only ex-
change of information over the web site was informa-
tional e-mails between consumers and the company.
Sccond, the web [*117] site did not allow consumers 1o
order or purchase products or services on-line. In iact.
consumers were instructed by the web site 1o complete
an order form and submit it by cither fax or traditonal
mail.  Mink, 190 F.3d ar 337 The Fifth Circuir found
these activitics were not cnough to exercise personal
Jurisdiction, lor there was no evidence that the defendant
conducted business over the Internet by engaging in
business transactions with forum residents or by cniering
mnto contracts over the Internct. Id. The present case is
the exact same situation. n2

n2 While Mink was a copyright infringement
case and the present case is o trademark case.
courts have found that simply registering some-
one else’s trademark as a domain name and post-
ing a web site is not sufficicnt 1o subject a party
to jurisdiction in another state. Instead. there must
be "something more” o demonstrate that the de-
fendants direeted their activity 1oward the forum
state.  Panavision, 141 F.3d ar 1322 (9ih Cir.
1998); Cyvbersell, 130 F.3d ar 418 9l Cir
1997). As the above discussion demonsirates. the
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defendants in the present situation have not done
“something more" to direct their activity toward
Ihinois.

12]

This court finds that personal jurisdiction over the
defendants based upon the presence of their web site is
not appropriate. Therefore, this case is dismissed without
prejudice, n3

n3 In CompuScrve, Inc. v. Patterson, the
Sixth Circuit held that a Texas resident who had
advertised his product through a computer infor-
mation service located in Ohio was subject to
personal jurisdiction in Ohio because the defen-
dant had taken direct action to create that com-
mercial connection with Ohio. 89 F.3d 1257,
1264 (6th Cir. 1996). Therelore, one could argue
in the present case that personal jurisdiction could
be exercised over defendants in the Southern Dis-
trict of California, for the defendants contracted
with SimpleNet, based in San Diego, California,
to host their Internet web site. Thus, the defen-
dants' web site is located in San Diego, Califor-
nia. (Complaint P 14),

Conclusion

For the foregoing rcasons, plaintiff’ Ty Inc.'s action
for trademark inlringement, unfair competition. trade-
mark dilution, [*13] common law wrademark infringe-
ment, consumer fraud and deceptive business and trade
practices, against defendants Max Clark and Expedient
LT. Solutions Ltd., is dismissed without prejudice be-
causc of lack of personal jurisdiction.

Enter:

David H. Coar

Uniled States District Judge

Dated: JAN 13 2000
JUDGMENT IN A CIVIL CASE
Decision by Courl. This action came to trial or hearing

before the Court. The issues have been tried or heard and
a decision has been rendered.

IT IS HEREBY ORDERED AND ADJUDGED that this
action is dismissed without prejudice for lack of personal

Jjurisdiction. This case is closed.

Date: 1/13/2000
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WATCHWORKS, INC., Plaintiff, v. TOTAL TIME, INC., Defendant,

Case Number: 01 C 5711

UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF
ILLINOIS, EASTERN DIVISION

2002 U.S. Dist. LEXIS 4491

March 18, 2002, Decided
March 19, 2002, Docketed

DISPOSITION: [*1] Defendant's motion to dismiss
for lack of personal jurisdiction granted. Defendant's
motion Lo dismiss for improper venue and its alternative
motion to transfer venue denied as moot. Case dismissed
without prejudice.

CASE SUMMARY:
PROCEDURAL POSTURE: Defendant

moved to dismiss the complaint of plaintift watch com-
pany under Fed. R Cive P 12¢b)(2) for lack of personal

jurisdiction, and under Fed. R. Civ. P, 12¢(b)(3) for im-

proper venue. In the alternative, defendant moved under
28 U.S5.CS0 8 1404 to transfer venue. The complaint
atleged that defendant was liable for trademark infringe-
ment. false designation of origin, as well as various other
causes of action,

OVERVIEW: According to the infringer, it did not and
had never owned, operated, or had any affiliation or con-
nection with any stores or businesses anywhere in the
forum slate. In response, the watch company pointed 1o
the infringer's catalog distribution and its website as the
means by which the infringer established contacts within
the forum state. The court held that as the infringer was
not domiciled in the forum state and as there was no evi-
dence from which a (air inference could be drawn that
the infringer had continuous and systematic general
business contacts within the forum state, the infringer
was not subject to general jurisdiction. The court further
held that the infringer was not subject to specific juris-
diction. Despite the infringer's manager's representations
that she sold and shipped to the forum state and the in-
fringer’s representations on its website that its corporate
specialists worked with clients throughout the United
States. there simply was no hard evidence that the in-
friger had done business in the forum state. As it wag
not clear that the wateh company wished to pursuc litiga-

inlringer

tion i the transferee forum, the court did not consider
the venue issuc.

OUTCOME: Inflringer's motion to dismiss {or lack ol
personal jurisdiction was granted, but its motion to dis-
miss for improper venue and its alternative motion to
transfer venue was denied as moot. The case was dis-
missed without prejudice to filing in an appropriate dis-
trict.

LexisNexis(R) Headnotes

Civil Procedure > Jurisdiction > Personal Jurisdicrion
& It Rem Actions > General Overview

Civil Procedure > Pleading & Pracrice > Defenses,
Demurrers, & Objections > Motions to Dismiss

[IINT] In deciding a motion to dismiss for lack of per-
sonal jurisdiction, the court must take as true any juris-
dictional allegations asserted by the plaintiff in the com-
plaint; the defendant, however, may controvert these
allegations with affidavits. The court must resolve any
conflicts of fact in favor of the plaintifT.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > Counstitutional Limits

Civil Procedure > Jurisdiction > Personal Jurisdicrion
& In Rem Actions > In Personam Actions > General
Overview

Civil Procedure > Jurisdiction > Subject Mater Juris-
diction > Federal Questions > Substantial Questions
[HN2] The plaintift bears the burden of demonstrating
personal jurisdiction. In order to meet this burden. the
plaintiff must provide sufficient evidence to establish a
prima facic case of personal jurisdiction. In a tederal
question case, the court's assertion of personal jurisdic-
tion must satisfy the due process requirements familiarly
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characterized as traditional notions ol fair play and sub-
stantial justice, and the defendant must be amenable to
service of process.

Civil Procedure > Pleading & Practice > Service of

Process > General Overview

[FIN3] Amenability to service derives from Fed. R. Civ,
P dtk)(1), which provides that service is cffective to
establish jurisdiction over the person of a defendant who
could be subjected to the jurisdiction of a court of gen-
eral jurisdiction in the state in which the district court is
located, or when authorized by a statute of the United
States.

Civil Procedure > Pleading & Practice > Service of

Process > General Overview

Trademark Law > Infringement Actions > Jurisdiction
> General Overview

[FINd} The Lanham Act, which governs a trademark
dispute, does not provide for nationwide service of proc-
ess. /S US.CSS 1121

Civil Procedure > Jurisdiction > Personal Jurisdiction
& Lie Rem Actions > In Personam Actions > Long-Arm
Jurisdiction

Torts > Procedure > Commencement & Prosecution >
Personal Jurisdiction

[TEINS] Hlmois' long arm statute provides lor jurisdiction
over a defendant who performs enumerated acts in con-
nection with tort or contract, and further allows the exer-
cise of personal jurisdiction on any basis now or hereaf-
ter permitted by the [llinois Constitution and the Consti-
tution of the United States. 735 11l. Comp. Stat. 5/2-
290(c). Because the statute allows the exercise of per-
sonal jurisdiction to the constitutional limits, the statu-
tory analysis collapses into a due process inquiry, and the
courts need not consider whether the defendant engaged
i any of the acts enumerated under the long-arm statute,

Civil Procedure > Jurisdiction > Personal Jurisdiction
& I Rem Actions > Constitutional Limits

Civil Procedure > Jurisdiction > Personal Jurisdiction
& Tn Rem Actions > In Personam Actions > Minintum
Contuacts

Constitutional Law > Bill of Rights > Fundamental
Rights > Procedural Due Process > General Qverview
[HNO] Under the due process clause of the Fourteenth
Amendment. the defendant is subject to personal juris-
diction when it has certain minimum contacts with the
state such that the maintenance of the suit does not of-
fend traditional notions of fair play and substantial jus-

tice. Defendant may be subject to personal jurisdiction
either by way of general or specific jurisdiction.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > Constitutional Limirs

Civil Procedure > Jurisdiction > Subject Matter Juris-
diction > General Overview

Constitutional Law > Bill of Rights > Fundamental
Rights > Procedural Due Process > General Overview
[HN7] The Fifth Amendment due process test has no
applicability (o a case testing personal jurisdiction over a
domestic entity or individual in a federal question case
where Congress has not provided a statutory basis for
nationwide service of process. The Fourteenth. not Fifth,
Amendment must be applied in such circumstances.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& It Rem Actions > In Personam Actions > General
Overview

[HN8] The defendant is subject to general jurisdiction
when it is cither domiciled in the forum state. or where
the defendant has continuous and systematic general
business contacts with the forum.

Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > In Personam Actions > Mininim
Contacts

[HN9] In order to meet the specific jurisdiction require-
ments, the court applics the test articulated in Reimer
Express World Corp., to (1) identify the contacts the
defendant has with the forum; (2) analyze whether these
contacts meet constitutional minimums: (3) whether ex-
creising jurisdiction on the basis of these minimum con-
tacts sufficiently comports with fairness and justice: and
(4) determine whether the sufficient minimum contacts.
il any, arise out of or are related to the causes ol action
involved in the suil.

Civil Procedure > Jurisdiction > Personal Jurvisdiction
& I Rem Actions > In Personam Actions > Purposcful
Availment

[HNT0] In considering whether defendant's alleged con-
tacts meet the constitutional minimum for purposes of
personal jurisdiction, the court will consider whether
defendant has done some act or consummated some
transaction with the forum state, or performed some act
by which he purposefully avails himself of the privilege
ol conducting activities in the forum, thereby invoking
the benefits and protection of its laws.
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Civil Procedure > Jurisdiction > Personal Jurisdiction
& In Rem Actions > General Overview

Computer & Internet Law > Trademark Protection >
Civil [nfringement Actions > General Overview
Trademark Law > Infringement Actions > General
Overview

[HNT1] In trademark infringement cases where part of

the alleged wrongful conduct involves Internel activitics,
courts consider both the traditional cffects analysis, as
well as the more recently articulated sliding scale analy-
sis 1o determine whether personal jurisdiction should be

exercised,

Civil Procedure > Jurisdiction > Personal Jurisdiction
& Lin Rem Actions > T Personam Actions > Minimuim
Contucts

Computer & Internet Law > Copyright Profection >
Civil Tnfringement Actions > Defenses > General Over-
view

Compurer & Internet Law > Internet Business > Gen-
eral Overview

[HN12} Under the sliding scale test to determine per-
sonal jurisdiction, the court weighs the nature and quan-

tity of the Internet activitics in evaluating cvidence of

minimum contacts. Three categorics of Internet activity
have been described: whether the defendant conducts
business over the Internet through its active websile,
whether the defendant maintains an interactive website,
or whether the defendant maintains a passive website
without any inleractive element. Courts generally exer-
cise jurisdiction where an active site exists and do not
exercise jurisdiction for passive sites. With respect to
interactive sites, the middle category, the cxercise of
Jjurisdiction is determined by examining the level of in-
teractivity and comumercial nature of the exchange of
mformation that occurs on the website between the user
and the host computer,

Civil Procedure > Jurisdiction > General Overview
Computer & Internet Law > Civil Actions > Jurisdic-
tion > Constitutional Requirements

Computer & Internet Law > Copyright Protection >
Civil Infringement Actions > Defenses > General Over-
view

[HN13] Personal jurisdiction is typically determined
hased not only on a defendant’s Internet activitics but
also on its non-Internet activities.

Civil Procedure > Jurisdiction > General Overview
Torts = Procedure > Commencement & Prosecution >
Personal Jurisdiction

Trademark Law > Dufringement Actions > Jurisdiction
> Personal Jurisdiction

[HN14] Under the traditional effects doctrine test tor
determining personal jurisdiction in trademark infringe-
ment cases, which sound in tort, the court considers
whether (1) the defendant’s intentional tortious actions.
(2) expressly aimed at the forum state, and (3) causes
harm (o the plaintiff in the forum state. of which the de-
fendant knows is likely to be suffered.

Computer & Internet Law > Copyright Protection >
Civil Infringement Actions > Defenses > Geuneral Over-
view

Computer & Internet Law > Trademark Protecrion >
Protection of Rights > [nternet Domain Names
Trademark Law > Subject Matter > Names > [nrerncer
Domains

[HN15] Simply registering someone clse's trademark as a
domain name and posting a web site on the Internet is
not sufficient to subject a party domiciled in one state to
jurisdiction in another. There must be something more 10
demonstrate that the defendant dirccted his activity to-
ward the forum state.

Civil Procedure > Jurisdiction > Personal Jurisdicrion
& Inn Rem Actions > General Overview

Civil Procedure > Venue > Federal Venue Transfers >
Improper Venue Transfers

[HN16] Even though defendant is not subject 10 personal
Jurisdiction and venue is improper, the courl may con-
sider whether the transfer of venue to another disirict is
in the interest of justice under 28 U.S.C.S. & 7406(a).

COUNSEL: For WATCHWORKS. INC.. plaintiff:
Orrin Sherwood Shilrin, Joni S. facohsen. Sarah liza-
beth Smith. Katten, Muchin & Zavis, Chicago. 1.

For TOTEL TIME INC., defendant: Wesley Outo Muel-
ler, Andrea Maria Augustine, Leydig. Voit & Maver.
Ltd., Chicago, IL.

JUDGES: JOAN HUMPHREY LEFKOW. United
States District Judge.

OPINION BY: JOAN HUMPHREY LEFKOW

OPINION:
MEMORANDUM OF OPINION AND ORDER
Defendant Total Time, Inc. ("Total Time") moves to
dismiss the complaint of plaintiff, Watchworks. Inc.
("Watchworks"). under Rule [12(h)(2) of the Federal
Rules of Civil Procedure Tor lack of personal jurisdiction.
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and under Rule 12(b)(3) for improper venue. in the alter-
native, defendant moves under 28 U.S.C. ¢ /404 to
wransfer venue to the Central District of California. The
complaint alleges that defendant is liable for trademark
infringement under §  32(1) of the Lanham Act, /5
(2.5.C8 1141(1), [#2] [alse designation of origin under
§ 43(a) of the Lanham Act, /5 U.S.C. & 1125(a), unfair
compelition under California and Ilinois common law,
and Deceptive ‘Trade Practices under 8/5 /LL. COMP.
STAT 310/1 ¢t seq. and 505/1 et seq. and the CAL. BUS.
& PROF. CODE N 17200, For the rcasons set forth be-
fow. the court grants defendant’'s motion to dismiss on
the basis that it lacks personal jurisdiction over Total
Time.

[HINT] In deciding a motion to dismiss for lack of
personal jurisdiction, the court must take as true any ju-
risdictional allegations asserted by the plaintiff in the
complaint; the defendant, however, may controvert these
allegations with affidavits.  Twrnock v. Cope, 816 F.2d
332,333 (7th Cir. 1987). The court must resolve any
conflicts of fact in favor of the plaintifl. John Walker &
Sons, Lud. v, DeMert & Doughtery, luc. et al., 821 F.2d
399402 (7th Cir. 1987), citing Deluxe lee Cream Co. v,
RCH Tool Corp., 726 .2d 1209, 1215 (7th Cir. 1984).

FACTS

Plaintifl is in the business of purchasing, repairing
and sclling fine watches. (Dcc. of [1. Terzian.) Since ils
formation [#3] as an IHinois corporation in 1978, plain-
Ul has had its principal place of business in the "world-
renowned" Water Tower Place shopping mall located on
Chicago's famous Magnilicent Mile. (/d.) Fach year,
approximately 20 million shoppers visit Water Tower
Place, and approximately 10 million of these shoppers
arc from outside Chicago. (/d.) Since its formation in
1978, plaintiff has used the mark "Watchworks" as a
trademark in connection with its watch business and,
throughout this time, plaintiff has continuously and ex-
tensively promoted the "Watchworks” mark in Hlinois
and Uroughout the United States. Plaintiff is also the
owner of a federal trademark registration for "Watch-
works” for usc with watches (Reg. No. 1,493,033). (PI.
Resp.oatp. 1))

Defendant has been in the watch business since 1988
and operates cleven retail stores in Southern California
with i1s sister corporation, Top Time, Inc. From 1988
through 1993, cach of defendant's stores was marketed
under the "Total Time" trademark. (P1. Resp. at p. 3.) Six
ol'its stores now operate under the name "Watch Works"
and five of them operate under the name "Total Time."
The stores sell watches, clocks, jewelry and other [*4]
gift iems, are located in various malls throughout south-
ern California, and offer on-site repair services for vari-
ous tvpes of watches and clocks,

Defendant states that it [irst became aware of plain-
tiff on or about Octaber 2000, when plainttf tiled a re-
quest for extension of time to opposc a trademark appli-
cation for the mark "Watch Works by Total Time." filed
by Total Time. Plaintiff, to the contrary. states that some-
time in 1993, one of the principals of defendant with the
last name Tatoulian came into the Watchworks store at
the Water Tower Place shopping mall. nl Tatouhan
spoke with Harout Terzian, the Manager of Watchworks.
Tatoulian advised Terzian that he had a similar store in
California under the name of "Total Timc" and he asked
to be shown around the Watchworks store. The next
year, in February 1994, defendant began opening stores
under the name "Watchworks." Since that time. Terzian
alleges that he has had several more conversations with
Tatoulian and other employecs of defendant regarding
the Watchworks store in Water Tower Place.

nl Defendant represents that the only cm-
ployees of defendant with the last name Tatoulian
arc Ishkhan Tatouhan, Ara Tatoulian. and John
Asbed Tatoulian. Each of these individuals attests
that he was not in Chicago in 1993 and was not
aware ol any walch stores in Illinois under the
name "Watchworks" until plaintiff filed an oppo-
sition to defendant's trademark application. (See
Def. Reply at p. 2.) Because the facts are in dis-
pute, the court must accept plaintiff's version as
true.

N

[*3]

According to defendant, it does not and has never
owned, operated, or had any affiliation or connection
with any stores or businesses anywhere in Hlinois. It is
not now nor has it ever been incorporated in Ilinois.
manufactured any product in !linois. had any business of
any kind in [{linois, had an agent on whom service could
be made in [llinois, solicited or advertised its products in
hnois, provided services of any kind in 1llinois. main-
tained an office in llinois, owned any real or personal
property in Illinois, employed any employees or agents
in llinois, been required to or paid any taxes in Illinois.
or performed any contracts or maintained any bank ac-
counts in [llinois. In response. plaintifl points to defen-
dant's catalog distribution and its website as the means
by which defendant has established contacts within -
nois.

A polential client may receive a catalog ot defen-
dant's products in onc of three ways: at one of defen-
dant's cleven stores, in GQ magazine's West Coast distri-
bution throughout southern California and southern Ne-
vada, and at defendant's "watchworksonline.com” and
"totaltimeonline,com” nternet website. which defendant
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owns and operates. As ol August 20, 2001, defendant
[#6] received 45 e-mail requests for a catalog and only
one was {rom an [linois addressee. n2 Delendant cannot
sell products or otherwise transact business via its Inter-
net website because it has sales agreements with many of
its watch and clock suppliers which specifically prohibit
it from doing so. Defendant advertises itself on its web-
site as "Southern California's Premier Watch Experts.”

n2 Defendant alleges that onc additional re-
quest, which was made on July 23, 2001, was not
fulfilled because it does not conduct business in
Hlinois. (Dec. of J.A. Tatoulian P §8.)

Defendant's website publishes telephone numbers,
including toll-free numbers, by which users can call de-
fendant and purchase watches over the phone and have
them shipped. Besides providing users with the opportu-
nity to jom its mailing list online or to become a "pre-
ferred customer,” defendant provides uscers with an c-
mail address inviting them to communicate with it re-
sarding sales, services, corporate gifts, or submit ques-
tions or comments. Furthermore, [*7] defendant states
on its website,

Watchworks corporate  gift  specialists
work with clients throughout the United
States. To learn morc about what a
Walchworks Corporate Account can offer
your company, please fill out the form be-
low or call toll-free (866) 20WATCH

During its thirteen years in business, defendant
shipped only two Swiss Army brand watches, cach val-
ued at S 130, to the same individual in linois, who de-
fendant later discovered was an investigalor commis-
sioned by plaintiff. The investigator was able to order
and receive two waltches as well as a catalog using de-
fendant's website and the toll-free number listed on the
site. Nevertheless, the manager of defendant's Brea Mall
store. which is named "Watchworks,” represented (o the
mvestigator that defendant could ship watches anywhere
i the United States and that she regularly sells and ships
watches to customers in Chicago and the midwestern
United States. Defendant, however, now has a policy
agamst shipping anything into or through Illinois and has
4 policy 1o continue to abstain from doing business of
any kind whatsoever with anyone or any company in
Hinois. (Dec. of 1. Tatoulian P 32.)

DISCUSSION [#8]

[HN2] "The plaindff bears the burden of demon-
strating personal jurisdiction." Central Stares, Southeust

and Southwest Areas Pension Fund v. Reiner Express
World Corp., 230 F.3d 934, 939 (7th Cir. 2000), ciiing
RAR, Inc. v. Turner Diesel, Lud., 107 F.3d 1272, 1276
(7th Cir. 1997). In order to meet this burden. the plaiut?
must provide sufficient evidence to establish a prima
facie case of personal jurisdiction. Michuel J. Newman &
Assoes., Lid. v, Florabelle Flowers, e, 15 F.3d 721,
724 (7th Cir. 1994). In a federal question case. the court's
assertion ol personal jurisdiction must satisly the due
process requircments familiarly characterized as "wadi-
tional notions of fair play and substantial justice.” fnrer-
national Shoe Co. v. Washington, 326 U.S. 310, 316, 90
L. Ed. 95 66 S. Ct. 154, quoting Milliken v. Mever, 371
U.S. 457, 463, 85 L. £d. 278, 61 S, Ci. 339 (1940). n3
and the delendant must be amenable to service of proc-
css. See Omuni Capital Int'l, Lid. v, Rudolf Wolii & Co.,
Ltd. 484 U1.S. 97, 104, 98 L. Ed. 2d 415, 108 S. Ci. 404
(1987) ("Belore a court [*9] may exercise personal ju-
risdiction over a defendant, there must be more than no-
tice to the defendant and a constitutionally sufficient
relationship between the defendant and the {orum. There
also must be a basis for the defendant's amenability 1o
service of summons.”).

n3 In International Shoe Co.. the court ap-
plied the duc process clause of the Fourteenth
Amendment to a question whether defendant, a
non-citizen of Washington, was within the per-
sonal jurisdiction of a Washington state court.

[FIN3] Amenability to service derives from Federal
Rule of Civil Procedure 4¢k)(1), which provides that ser-
vice is effective to establish jurisdiction over the person
of a defendant "(A) who could be subjected to the juris-
diction of a court of general jurisdiction in the state in
which the district court is located, or . . . (D) when au-
thorized by a statute of the United States." [FIN4] The
Lanham Act, which governs this trademark dispute. does
not provide for nationwide service ol process. sce /35
US.Coy 1121 [*10]  MeMaster-Carr Supply Co. .
Supply Depot, Inc., 1999 U.S. Dist. LENIS 9559, No. 98
C 1903, 1999 WL 4717352, at *2 (N.D. 1. June 16.
1999), so Total Time's amenability to service is governed
by the Illinois long arm statute, 735 /LL. COMP. STAT
5/2-209(a). See LEG, LLC v. Zapata Corp.. 78 % Supp.
2d 731, 735 (N.D. 111 1999,

[HNS5] IHinois' long arm statute provides for juris-
diction over a defendant who performs enumerated acts
in connection with tort or contract, and further allows the
exercise of personal jurisdiction on "any . . . basis now or
hereafter permitted by the Illinois Constitution and the
Constitution of the United States." 735 /LL. COMP.
STAT. 5/2-209¢¢), n4 Because the statute allows the cx-
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ercise of personal jurisdiction to the constitutional limi'ls,
"he statutory analysis collapses into a due process in-
quiry. and [the courts] need not consider whether {the
defendant] engaged in any of the acts enumerated under
the long-arm statute." E.g., LFG, LLC, 78 I Supp. 2d at
735, citing Dehmiow v. Austin Fireworks, 963 F.2d 941,
945 (7th Cir. 1992)); see RAR, Inc., 107 F.3d at 1276.

[#11]

nd In considering whether personal jurisdic-
tion comports not only with the federal Constitu-
tion but also the Illinois Constitution, defendant
sets oul that "the Illinois constitution also re-
quires the court to inquire whether it is 'fair, just,
and rcasonable to require a nonresident defendant
1o defend an action in Illinois, considering the
quality and nature of the defendant's acts which
occur in Illinois or which affect interests located
in linois." (See Mem. of Law in Support of Def.
Total Time Inc.'s Mot. to Dismiss or in the Alter-
native to Transfer Venuce at p. 6). This statement
is from the Hlinois Supreme Court's decision in
Rollins v. Elhvood, 141 1l 2d 244, 275, 563
NE2d 1302, 1316, 132 11l Dec. 384 (1990). In
cxamining that statement made in Rollins, how-
cver, the court in RAR, fuc., 107 F.3d at 1276,
determined that "we have scant case law with
which to work™ as to interpreting that statement.
[Like the court in RAR, Inc., this court will "move
on to address the federal constitutional issues di-
rectly." Id. at 1277, see Reimer Express World
Corp.. 230 F.3d at 940; but see Glass v. Kemper
Corp., 930 7. Supp. 332, 340-42 (N.D. 11l 1996)
{court considered due process principles under
the Hlinois Constitution prior (o the court's deci-
sion in RAR, tuc., 107 F.3d at 1276.).

[HNO] Under the due process clause of the Four-
weenth Amendment, nS the defendant is subject to per-
sonal jurisdiction when it has "certain minimum contacts
with the state such that the maintenance of the suit does
not offend traditional notions of fair play and substantial
justice.” RAR, Inc., 107 F.3d at 1277, quoting Interna-
tional Shoe Co., 326 U.S. at 316 (1940), (internal cila-
tions and quotations omitted). Defendant may be subject
to personal jurisdiction cither by way of general or spe-
cific jurisdiction. E.g., id.

n5 Some cases indicale that in a federal ques-
tion casc the Fifth Amendment duc process
clause applies and is satisfied if the delendant
passes a threshold of "minimum conlacts” with
the Uniled Stales, e.g., McMasrer-Carr Supply

Co., 1999 US. Dist. LENIS 9359, 1999 1L
417352, at *2, citing to United Staies v. de Oriz,
910 F.2d 376, 381 (7th Cir. 1990), and then pro-
ceed to analyze whether under the Hlineis long
arm statute, the "minimum contacts" test of /nrer-
national Shoe Co., a Fourteenth Amendment due
process standard, is met. The Fifth Amendment
language derives from cases involving personal
jurisdiction over foreign nationals or foreign cor-
porations, ¢.g., United Rope Disiribs. v. Scairi-
wmph Marine Corp., 930 F.2d 532, 335-36 (7th
Cir. 1991), and has also been used in instances
where Congress by statute has authorized na-
tionwide service of process.

The court in de Ortiz, for example. cites Li-
sak v. Mercantile Bancorp, Inc., 834 FF.2d 668,
671-72 (7th Cir. 1987), and Firzsimmons v. Bur-
ton, 589 7.2 330, 332-35 (7th Cir. 1979), tor the
proposition that in federal question cases "due
process requires only that each party have sufli-
cient contacts with the United States as a whole
rather than any particular statc or other geo-
graphic arca,” noting that Omni Capital Interna-
tional, Lid. v. Rudolf Wolff & Co.. Lud. 484 [V.S.
97, 102 n.5, 98 L. Ed. 2d 415, 108 S. Cr. 404
(1987), specifically did not decide that issue 1o
the contrary. The courts in  Lisak and
Fitzsimimons, however, relied on a statutory pro-
vision for nationwide service ol process in reach-
ing their decisions rather than a doctrine that
minimum contacts with the United States is all
that duc process requires in a lederal question
casc. As explained in Lisak, 834 F.2d ar 671,
"Service of process is how a court gets jurisdic-
tion over the person,” and the court rejected an
argument that a statute providing [or nationwide
scrvice of process would violate duc process if°
minimum contacts with the forum state were
lacking, De Ortiz also determined that there was
an implicit statutory basis for nationwide service
of pracess. 9/0 F.2d ar 382 (Tile 2/ (#S.C. ¢
833(/) "underscores the court's jurisdiction 10 en-
force a forfeiture regardless of the location of the
property and therefore, by implication. over per-
sons who possess the property but reside outside
the state or district in which the court is found.").

[MN7] The Fifth Amendment due process
test has no applicability to a case testing personal
Jurisdiction over a domestic entity or individual
ina federal question case where Congress has not
provided a statutory basis for nationwide service
of process. See  L.H. Carbide Corp. v. Piece
Maker Co., 852 F. Supp. 1425, 1431 (N.D. Ind.
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1994) (The Fourteenth, not Fifth, Amendment
must be applied in such circumstances.).

#12]

A. Whether defendant is subject to general jurisdic-
tion

[HINS] The defendant is subject to general jurisdic-
tion when it is either domiciled in the forum state, see
Furomarket Designs, Ine. v. Crate & Barrel Lid., 96 I,
Supp. 2d 824, 833 (N.D. 1Il. 2000), or "where the defen-
dant has continuous and systematic general business con-
wcts with the forum(,]” RAR, Inc., 107 F.3d a1 1277,
quoting Helicopteros Nacionales de Colombia, S.A. v.
Hall, 466 U.S. 408, 414 1.8, 80 L. Ed. 2d 404, 104 S. Ct.
1868 (1984) (internal quotations omitted). Plaintifl ar-
cues that defendant is subject to general jurisdiction
based on ils website, which states that it "work[s] with
clients throughout the United States" under the name
"Watchworks," and an admission by the manager ol de-
fendant's Brea Mall store that she regularly sells and
ships watches to customers in Chicago and the midwest-
ern United States. (PL's Opp'n to Mot. to Dismiss or in
the Alternative to Transfer Venue at p. 4.) In response,
defendant relies on the court's decision in Luromarket
Designs, Ine., 96 F. Supp. 2d ar 8§33, in which the court
held that it lacked [*13] general jurisdiction over the
defendant, stating, "The defendant's mere maintenance of
an Internet website is not sufficient activity to cxercise
eeneral jurisdiction over the defendant” cven though the
defendant made several sales through its website to Hli-
nois residents and it had contacts with IHinois suppliers.
(Sce Dell's Reply to PL's Opp'n to Dell's Mot. to Dismiss
or in the Alternative to Transfer Venue at p. 3.)

The court agrees with defendant that plaintifT has
fatled to cstablish that defendant is subject to gencral
Jurisdiction. It is undisputed that defendant's stores are
located in the southwest United States. Other than a mere
visit by a principal of defendant to plaintiff's store at Wa-
ter Tower Place, there is no indication that defendant has
ever owned, operated, or had any affiliation or connce-
tion with any stores or businesses anywhere in [Hinois. It
is not now nor has it ever been incorporated within Ili-
nois. manufactured any product in [llinois, had an agent
upon whom service could be made in Illinois, provided
services of any kind in Ilinois, maintained an office in
[imois. owned any real or personal property in Illinois,
cmployed any employces or agents [*14] in [linois,
been required to or paid any taxes in IHinois, or main-
tained any bank accounts in Hlinois. See  Millennium
Fuer. Ine. v Millennivim Musie, LP, 33 I, Su/)/). 2d 907,
910 (D, Or. 1999). There is no evidence from which a
fair inference can be drawn that Total Time has continu-

ous and systematic general business contacts within Ihi-
nois. See id.

B. Whether defendant is subject to specific jurisdic-
tion

[HNO9] In order to meet the specific jurisdiction re-
quirements, the court applies the test articulated in
Reimer Express World Corp., 230 F.3d ar 942-45. to

... (1) identify the contacts the defendam
has with the forum; (2) analyze whether
these contacts meet constitutional mini-
mums . . . [(3)] whether exercising juris-
diction on the basis of these minimum
contacts sufficiently comports with (air-
ness and justice; [and (4)] determine
whether the sufficient minimum contacts.
il any, arise out of or arc related to the
causes of action involved in the suit.

See, e.g.. Ewromarker Designs, Inc., Y6 F. Supp. 2d at
§34. n6

n6 Both parties rely on a different three step
test applied by several district courts and the
ninth circuit. This test provides that:

1) The defendant must have suffi-
cient minimum contacts with the
forum state, that is, he must do
some act or consummate some
transaction with the forum state. or
perform some act by which he
purposclully avails himself of the
privilege of conducting activities
in the forum, thereby invoking the
bencefits and protection of its faws:
2) The claim asserted must be one
which arises out of or results from
the defendant’s forum related ac-
tivities; and 3) the exercise of ju-
risdiction must be reasonable.

E.g. Euromarket Designs, lnc.. 96 17 Supp. 2d «i
834. That three step test may be incorporated un-
der the test of Reimer Express World Corp., 230
F.3d ar 942-43, as that court took into account the
samce standards.
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#15]
1. Whether defendant has contacts with the forum

Again. plaintifl points to Total Time's Intcrnet-
related activities via a website registered under the do-
main names "watchworksonlinc.com” and "totaltime-
online.com” in which an individual can obtain defen-
dant's toll-frec number and call defendant, order a cata-
log or one of its products and have it shipped to Hlinois.
Other alleged contacts include onc of defendant's em-
ployees visiting plaintiff's store in 1993, coincidentally
opening stores under the name Watchworks in 1994,
defendant being aware of plaintiff’s opposition to its ap-
plication for a registered trademark in 2000, and a sale
and shipment to plaintiff's investigator in Hlinolis.

> Whether these contacts meet constitutional mini-

THHINS

[HINT10] In considering whether defendant's alleged
contacts mecet the constitutional mimimum, the court will
consider whether defendant has done "some act or con-
summated some transaction with the forum state, or per-

formed some act by which he purposcfully avails himself

ol the privilege of conducting activities in the forum,
thereby invoking the benefits and protection of its
laws|. )" Euwromarket Designs, Inc., 96 F. Supp. 2d at
8340 [*16]  [HN1H1] In trademark infringement cases
where part of the alleged wronglul conduct involves
Internet activities, courts consider both the traditional
"effects” analysis, as well as the more recently articu-
lated "shiding scale" analysis. See id. ar 8335.

[HN12} Under the sliding scale test, the court
weighs the nature and quantity of the Internet activities
m cvaluating evidence of minimum contacts. £.¢. Zippo
Mfg. Co. v Zippo Dot Com, Inc., 952 F. Supp. 1119,
P24 (WD Pa. 1997) ("Our review of the available
cases and materials reveals that the likelihood that per-
sonal jurisdiction can be constitutionally exercised is
directly proportionate to the nature and quality of com-
mercial activity that an entity conducts over the Internet.
This sliding scale is consistent with well developed per-
sonal jurisdiction principles.”). Three categories of Inter-
nct activity have been deseribed: whether the defendant
conducts business over the Internet through its active
website, whether the defendant maintains an interactive
website. or whether the defendant maintains a passive
website without any interactive element. £.g. School
Steffo Ineo v Seho Sufl e, 2000 U.S. Dist. LEXIS
23382, No. 00 C 5593, 2001 WL 558050, a1 *3 (N.D. 111.
May 21.2000). [*17] Courts generally exercise juris-
diction where an active site exists and do nol exercise

Jurisdiction for passive sites. LFG, LLC, 78 I, Supp. 2d

al 736. With respect to interactive sites, the middle cate-
gory. "the exercise of jurisdiction is determined by cx-
amining the level of interactivity and commercial nature

of the exchange of information that occurs on the web-
site[,]" id.; Zippo Mfg. Co., 952 [ Supp. ar 1124, be-
tween the user and the host computer. School Suiff Ine.
2001 WL 3558050, at *3.

Despite defendant's initial assertion that its website
is passive, plaintiff demonstrates that defendant's website
is actually an interactive site by which users can send
information to defendant's host computer. See Mariiz,
Ine. v. Cvbergold, Inc., 947 . Supp. 1328, 1330 (E.D.
Mo. 1996). The website provides users with the opportu-
nity to join its mailing list or become a "preferred cus-
tomer," and invites users to communicate with delfendant
regarding its sales, corporate gifts, and to submit ques-
tions or comments. n7 Plaintiff argues that the coun
[*18] has personal jurisdiction over a delendant whose
websile, like Total Time's, features only contact pages by
which users could e-mail the defendant and join its mail-
ing list, citing lo several cases, principally LFG. LLC. 78
o Supp. 2d at 737, Publications International. Lid. v,
Burke/Triolo, Inc., 121 F. Supp. 2d 1178, 1182-83 (N.D.
HE2000). and Martiz, Inc., 947 I Supp. ai 1330,

n7 Plaintif!” further adds that defendant has
clients throughout the United States. which in-
cludes Illinois, but does not provide any cvidence
of a client excepl the purchases of two watches
by an investigator.

In respanse, defendant asserts that plaintift fails to
eslablish that it specifically targeted [Hlinois residents.
relying on Transcraft Corp. v. Doonan Trailer Corp.,
1997 U.S. Dist. LEXIS 18687, 45 U.S.P.Q.2D (BN
1097, 1100 (N.D. Il 1997) and Trost v. Bawer, 200]
U.S. Dist. LEXNIS 10311, No.0l C 2038. 200/ 1L
845477, at *3 (N.D. 11l July 24, 2001). In those [*19]
cascs, the courts found that the defendants were not sub-

Ject to personal jurisdiction even though their websites

were viewable and accessible in Hlinois, provided resi-
dents of Illinois with toll-frce numbers and addresses.
provided sales information for the defendants' products
and invited residents within Illinois to contact them via
telephone or email.

The cited cases reflect that [HN13] personal juris-
diction is typically determined based not onlv on a de-
fendant's Internet activities but also on its non-Iniernct
activities. See, e.g., Publications Int'l, Lid., 121 F Supp.
2d ar 1182-83. For cxample, in Publications erna-
tional, Ltd., the court held that the defendant was subject
to personal jurisdiction where, similarly to the sitation
in Martiz, Inc., it maintained a website in which linois
users who access the site could complete a form request
for a catalog and submit it directly to the defendant, As
defendant points out, however, the court in Publications
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International, Ltd. further found that the defendant ex-
tensively distributed the infringing materials in [llinois.
nS Thus, as the court did in MeMaster-Carr Supply Co.,
1999 1.8, Dist. LEXIS 9559, 1999 WL 417352, [*20] at
#3. this court will refer also to the "effects” analysis to
determine whether defendant's contacts meet constitu-
tional minimums.

n8 As noted earlicr, plaintiff also relies on
LEG, LLC, 78 F. Supp. 2d ar 737, and Martiz,
Ine.. 947 F. Supp. ar 1330, In LIFG, LLC, 78 F.

Supp. 2d at 736-37, the court weighed in favor of

exercising personal jurisdiction, not only empha-
sizing that defendant's website was actually an
Internet portal but also that 25 Illinois residents
requested to be placed on defendant's mailing list.
In Maritz, Inc., 947 F. Supp. at 1330, 1333, the
court had evidence that defendant was targeting
plaintiff and Missouri because defendant's web-
site had been accessed at least 311 times in Mis-
souri, 131 times presumably by regular Missouri
residents and 180 times by the plamtilf and its
cmployees. Here, plaintiff provides evidence only
of Terzian and 11s investigator accessing the web-
site and no evidence of other [linois residents ac-
cessing the website or requesting that it be placed
on defendant's mailing list. Furthermore, as set

forth in the text, the court examines the content of

defendant's website and determines that defen-
dant distinguishes itself as a Southern California
retailer on its website,

7211

[IHINT14] Under the traditional cffects doctrine test in
trademark infringement cases, which sound in tort, Bunn-
O-Matic Corp. v. Bunn Coffee Serv. Inc., 1998 U.S. Dist.
LEXNIS 7819, 46 US.P.Q.2D (BNA) 1375, 1377 (C.D. I,
1998). the court considers whether "1) the defendant's
intentional tortious actions 2) cxpressly aimed at the fo-
rum state 3) causes harm to the plaintiff in the forum
state. of which the defendant knows is likely to be suf-
fered.” Luromarker Designs, Inc., 96 F. Supp. 2d at 833,
citing Calder v. Jones, 465 U.S. 783, 79 L. Ed. 2d 804,
L0450 Cro 1482 (1984). In McMaster-Carr Supply Co.,
1999 118, Dist. LEXIS 9559, 1999 WL 417352, at *3, the
court ruled (in part) that even though defendant main-
tained only a passive website under the same domain
name as plaintiff's mark, the domain name and site in
combination infringed. The court distinguished 7ran-

seraft Corp.on the facts, stating that the defendant "has

not only just promoted the sale of an allegedly infringing
product on-line: the on-line activity itself is the alleged
infrimgement.” Further, the court found that any addi-
tional "entry” requirement could be based on the defen-

dant's [*22] intentional registration of the plaintift's
trademark, explaining,

Supply Depot intentionally regisiered
MCS's mark as its domain name, an act
that it knew would harm illinois-based
MCS in Ulinois, its principal place of
business. The targeting of MCS in lllinois
is the something more, the entrance into
the forum, the act beyond just cstablishing
the web site that makes it reasonable for
Supply Dcpot to anticipate being haled
into court in Illinois. Indeed. this fact
makes Cvbersell [v. Cvbersell, Inc., 130
[F3d 414,415 (9th Cir. 1997) distinguish-
able, and creates a strong resemblance be-
tween this case and Panavision [Interna-
tional, L.P. v. Toeppen, 141 .34 1316,
1322 (9th Cir. 1998). Just as in Panuavi-
sioi, here Defendant directed activity 10-
ward the forum state by its allegedly im-
proper use on the Internet of a mark regis-
tered to a business in that state, which ac-
tion harmed the business in the forum.

Similarly, in Panavision luternational. L.P. 141
I-.3d ar 1322, the court held that defendant could not be
subject to personal jurisdiction based only on defendant's
registering plaintif's wademark [*23] as a domain name
and posting a website but also based on his engaging in a
scheme to register the plaintiff's trademark for the pur-
posc ol extorting money [rom the plaintiff. The court
specifically stated,

We agree that [HN15] simply registering
someone else's trademark as a domain
name and posting a web site on the Inter-
net is not sufficient to subject a party
domiciled in one state to jurisdiction in
another. Cvbersell, 130 F.3d ar 418, As
we said in Cvbersell, there must be
"something more" (o demonstrate that the
defendant directed his activity toward the
forum state. /d. Here, that has been
shown. Toeppen engaged in a scheme o
register Panavision's (rademarks as his
domain names for the purposc of extort-
ing money from Panavision. Fis conduct.
as he knew it likely would, had the cilect
of injuring Panavision in California where
Panavision has its principal place of busi-
ness and where the movie and (elevision
industry is centered. Under the "ellects
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test," the purposeful availment require-
ment necessary for specific, personal ju-
risdiction is satisfied.

Poanavision Int'l, 141 F.3d 1316, 1322 (9th Cir. 1998).

With regard to Euromarket Designs, lnc., 96 F.
Supp. 2d a1 836, [*24] in which the court held that Ili-
nois had jurisdiction over a non-resident defendant
whose website allegedly infringed the mark of [llinois-
based retailer Crate & Barrel, the court also relied on the
fact thal defendant intentionally targeted the Illinois-
hased Crate & Barrel, where defendant was aware of the
company, its decision to register the retailer's trademark
as its domain name was aimed at the forum state, and the
defendant should have known that the retailer could be
imjured in [ilinois. n9 Furthermore, the court found that
"|defendant] pursued and established vendors and sup-
pliers in Nlinois, some of which are also [plaintiff's] sup-
pliers. and attended trade shows in 1llinois designed to
promote its business in [llinois and the United States,
potentially causing confusion between [plaintiff] and
[defendant] in the eyes of [Hlinois vendors suppliers, cus-
tomers and businesses in Hlinoeis." /d.

n9 In arguing that the injury caused by de-
fendant's infringement will be felt by plaintiff in
its principal place of business, plaintiff also relies
on Indianapolis Colts, Inc. v. Metropolitun Bal-
timore Football Club Ltd. Pship, 34 F.3d 410,
1 (7th Cir. 1994), in which the court found that
the defendant's broadcast of its football games in
Indiana resulted in an injury that would be felt
primarily in Indiana where the trademark owner's
principal place of business was located. In disput-
ing that the mmjury would not be felt in plaintiff's
principal place of business, defendant relies on
Transcraft Corp., 45 U.S.P.Q.2D (BNA) at 1100,
in which the court intimated that the court in /n-
dianapolis Colts, lnc. relied not only on the de-
fendant's cable broadcast but also considered "the
defendant’s additional entrance [into the state] in
the form of cable broadcasts.”

Defendant fails to acknowledge that it knew
about plaintiff’s trademark as carly as October
2000, when plaintiff filed a request for an exten-
sive of time to opposc a trademark application for
the mark "Watch Works by Total Time," filed by
defendant. Furthermore, as the court is (o credit
the declaration of Terzian over those of the Ta-

toulians, defendant may have known of plaintiff

as carly as 1993, Either way, defendant was well
aware that it may be infringing on plaintifl's mark

approximately cight months before plaintif!’ initi-
ated this present litigation. Based on the court’s
analysis under the sliding scale test, see Bunn-0-
Matic Corp., 46 U.S.P.Q.2D (BNA) ar 1377 ("de-
fendant's actions in setting up a website accessi-
ble to residents of plaintiff's home state would
certainly meet this very low ‘entry' threshold.").
defendant should have known that its injury
might be felt in Illinois, see Ewromarker Desigits.
Inc., 96 F. Supp. 2d ar 836. On the other hand.
plaintff does not acknowledge that. under £nro-
market Designs, Inc.. the court should engage ina
more lengthy analysis as set forth above.

[25]

PlaintifT's facts arc sparse in comparison (o the facts
considered by the courts in Euvromarker Designs, Inc.
McMaster-Carr Supply Co. and  Panavision  Interna-
tional, L.P. Unlike these courts, here the court cannot
infer from the evidence before it that defendant was in-
tentionally registering and targeting its website at [linois
or Watchworks based on the content of its website.
Rather, an individual who accesses the website would
learn that defendant directs its business at consunicrs
within its purported market area of southern California.

Morcover, plamtiff relies considerably on its inves-
tigator accessing defendant's website and, using toll-free
numbers to contact onc of defendant's stores in Califor-
nia, purchasing two watches, which were subsequently
shipped to the investigator in IHlinois. and defendant's
manager representing to the investigator that she regu-
larly sells and ships watches to cusiomers in 1Hinois.
These facts, however, suggest the dilemma of manufac-
tured jurisdiction addressed in Millennium Enterpriscs,
Inc., 33 F. Supp. 2d at 911 In Millennivm Enterprises,
Inc., the defendants operated a music store in South
Carolina and sold their [¥26] products through their re-
tail stores and Internet website. While defendants sold
[ifteen compact discs to nine separale customers in six
states and one forcign country, totaling § 223, they sold
only one of those compact discs to a customer in Oregon.
That customer was requested by an attorney associated
with the plaintiff to purchasc a compact disc from the
delendants. The court held that the defendants could not
have purposefully availed themselves of the protections
of Oregon "when it was an act of somconce associatcd
with plaintiff, rather than defendants' product into this
forum." n10 7d.

n10 The court further concluded that. as the
case was one ol trademark nfringement. the
plainti{f’ could "hardly arguc that such acton
‘caused a likelihood of confusion' regarding plain-
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Lift's and defendants' trade namcs; [the customer]
knew cxactly with whom she was dealing and
knew that defendants were not associated in any
way with plaintifft." Millennium Enter., Inc., 33
7 Supp. 2d at 911,

This [¥27] court agrees. Despite the manager's rep-
resentations that she sells and ships to [llinois and defen-
dant's representations on its websitc that its corporate
specialists work  with clients throughout the United
States. there simply is no hard evidence that in fact de-
fendant has done business in Illinois. Plaintifl’ has not
controverted defendant's representations that other than
its Internet website and its stores, its catalogs are avail-
able only in GQ Magazine's distribution for southern
California and southern Nevada and that throughout its
I 3-vear history, it has only shipped two watches to 1lli-
nois (to the investigator). Further, the manager attests
that the sale representative who originally answered the
imvesticator's phone call gave that call to the manager
because "it was the first time that we had ever received a
call from someone outside of California asking to pur-
chase something.” (Dec. of A. Gomez PP 5.) The evidence
hefore the court is persuasive that defendant is a corpora-
tion that owns and operates "brick & mortar” shops and
its website is designed to provide information to its cus-
tomers within 1ts hmited market arca. (Dec. of 1. Tatou-
lian P 29). Because plaintifT fails to [*28] meet its bur-
den that defendant's contacts meet the minimum contacts
neeessary lo guarantee duc process to delendant, the
cowrt {inds that it lacks jurisdiction over defendant. nl1

nll As a footnote on the last page of plain-
tiff's bricf, Watchworks asks should the court
conclude that it facks jurisdiction over the defen-
dant. that the court grant it lcave to take discov-
ery of facts relevant to jurisdiction. The court de-
nies this request as untimely. Although the court
will normally grant discovery of such matters, it
is not willing to spend the hours necessary to full
and fair consideration of the motion only to find a
buried request for discovery when it should have
been obvious to plaintiff that discovery might
have been needed in order to carry its burden of
prool.

C. Defendant's motion to dismiss for improper venue
and alternative motion to transfer venue

Defendant further moves this court to dismiss plain-
tiff's complaint based on improper venue under 28 U.5.C.
§ 1406(a), [*29] or, in the alternative, requests that
should the court decide that it has jurisdiction over it.
that the court transfer venue to the Central District of
California under the provisions of 28 (Z.5.C. ¢ 1404,
Although it is plain enough that a California court would
have jurisdiction over defendant, plaintift has not urged
the court to transfer venue should it not prevail on the
jurisdictional issue. See  Goldlawr, [nc. v. Heiman, 369
U.S. 463, 466-67, 8§ L. Ed. 2d 39, 82 8. Ci. 913 (1962)
[HN16] (Even though defendant is not subject o per-
sonal jurisdiction and venuc is improper. the court may
consider whether the transfer of venue to another district
is in the interest of justice under 28 U.S.C. & /406(a)).
Thus, it is not clear that plaintiff wishes to litigate in a
distant forum, or that California is the only possible fo-
rum for plaintilT to pursue the litigation. For these rea-
sons, the court will not consider whether venue is proper
or whether to transfer venue.

ORDER

Wherelore, and for the rcasons stated above. this
court grants defendant's motion to dismiss for lack of
personal jurisdiction [# 3-1]. The court [*30] denies
defendant's motion (o dismiss for improper venue and its
alternative motion (o transfer venue [# 5-2] as moot. This
case is dismissed without prejudice to filing in an appro-
priate district.

ENTER:

JOAN HUMPHREY LEFKOW

United States District Judge

Dated: March 18, 2002
JUDGMENT IN A CIVIL CASE

IT IS HEREBY ORDERED AND ADJUDGED that
defendant's motion to dismiss for lack of personal juris-
diction is granted. Defendant's motion to dismiss for im-
proper venue and its alternative motion to transier venue
is denied as moot. This case is dismissed without preju-
dice to filing in an appropriate district.

Date: 3/18/2002






