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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISRICT OF MISSISSIPPI
ABERDEEN DIVISION

XPANSION HOLDINGS, LLC PLAINTIFF
V. CIVIL ACTION NO. 1:16CV125-SA-DAS
THE RETAIL COACH, LLC DEFENDANT

MEMORANDUM OPINION
This matter arises from infringement claimsder the Lanham Act. Plaintiff Xpansion
has filed a Motion to Dismiss for Lack of Persodafisdiction, or to Transf or, alternatively,
Stay [23]. Defendants respondedting the parallel case styledhe Retail Coach, LLC v.
Xpansion Holdings, LLC and r360, LL.Civil Action No. 1:16€V-00032-SA-DAS, wherein
Jurisdictional Discovery had oatad. Further, Defendant requedtconsolidation of the two
actions.
Facts and Procedural History
In the parallel case, Retail Coach allegest r360, LLC’s marks are infringing on their
own marks, and therefore filed a Complaint in @thern District of Mississippi. Initially, the
Complaint was filed against Retail360, LLC ar860, LLC. Retail Coach later realized that
Retail360, LLC was the mere preformation naiorer360, LLC. Thereforethey amended their
complaint to replace Retail360, LLC with Xpansion Holdings, the intended related entity. Retalil
Coach alleges that Xpansion Holdings is equedsponsible for the use of the infringing mark
because it is essentially the same entity as r360, or an alter ego.
However, before Retail Coach added Xpandmihe complaint, Xpansion brought this
suit against Retail Coach in the Northern District of Alabama for trademark infringement and
trademark cancellation, or, in the alternativeealaration of non-infringement. Upon motion by

Retail Coach, this suit was transferred to the INart District of Missssippi based on the “first
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filed rule.” Xpansion motioned to dismiss or transfer for lack of personal jurisdiction in both
cases, asserting that Mississippi lacks personal jurisdiction. Therefore, as it stands, there are two
parallel cases in the Northern District of M&sppi, with similar pending jurisdictional Motions.

The first one, originally filed in Mississippi, is styled @ke Retail Coach, LLC v. Xpansion
Holdings, LLC and r360, LLCCivil Action No. 1:16-CV-00032-SA-DAS. The second case,
transferred from Alabama is styled)@sansion Holdings, LLC v. The Retail Coa€hvil Action

No. 1:16-CV-00125-SA-DAS.

Xpansion Holdings, doing business as DerisData Resources, provides web-based
Geospatial Information Systems (“GIS”) seftre solutions to economic and workforce
development and chamber organizations. ufio Xpansion has no day to day operations, it
solicits customers by using mass emails tooarage participation irwebinars. Xpansion’s
CEO, Charles Branch, is the sole membemagar and owner of Xpansion. Branch, along with
Amanda Beshears and Branch’s son are thersetabers of r360. Unlike Xpansion, who merely
runs the website providing access to the software for both r360 and Xpansion customers, r360
uses one database within that softwaredto marketing analysis, consulting services, and
proactive retail recruitment for plik sector clients, who are pramily cities or municipalities.

The two entities share an office space &guipment, and Xpansion has given r360 a
substantial “loan” for which payments have nebeen made. The Retail Coach alleges that this
is not a loan, but rather a commingling fifnds. Additionally, Xpansion paid for and
administered all of r360’s start up proceselirincluding creating the name Retail360, LLC.
Xpansion has also provided an unwritten liceageeement to r360 to use the r360 mark, and
Xpansion does not charge for r360’s use of thexso#t or the mark. Finally, the two entities use

the same accountant, though they naimseparate Ioking accounts.



Xpansion alleges that even if there is persquiadiction over r360n Mississippi, as a
separate entity, Xpansion has no physicalgmes in Mississippi, maintains no office or bank
accounts in Mississippi, has nooperty located in Mississippand does not directly solicit
business in Mississippi. However, since 2003axgion has maintained a renewable contract
with the Mississippi Development Authority MDA”") wherein the MDA pays for access to
Xpansion’s web-based services. Nevertheless, Xpansionsingiat there is no personal
jurisdiction because the website is maintained@immingham Alabamaand it is situated on a
computer located in Andover, Massachusetts. Furtbee, Xpansion alleges that it has not used
the r360 mark to market or saili its services iMississippi or to MisEsippi residents.

Branch, the CEO of both companies, has seags emails soliciting business on behalf of
r360. The emails contain a cop¥/the allegedly infringing r36go embedded in the signature
line of the email, as well agpansion’s logo. Aftersending these emails, Branch was able to
develop a relationship between6Band Blackwater Resources onder to explore providing
consulting services for the building of a shoppicenter in Clinton, Misissippi. In further
communications with Blackwater Resources, r360, via Branch, used Xpansion’s logo in their
signature, as well as their awHowever, Branch alleges the&860 and Xpansh are entirely
separate entities. He argues that he aeting on behalf of r360 only, and not Xpansion.

In response to the pleadings regarding khation to Dismiss, Retail Coach filed a
Motion for Jurisdictional Discovery in the Missigpi action, which was granted by the Court.
Retail Coach also requested consolidation of the two cases.

Standard
“The party who seeks to invoke the jurisdicti of the federal court bears the burden of

establishing the district court’s jurisdiction over the nonresidedtJ. Investments, Inc. v.



Metzeler Motorcycle Tire Agent Gregg, IN@54 F.2d 542, 545-46 (5th Cir. 1985). “The
plaintiff need not, however, establish juiittbn by a preponderance of the evidencgriema
facie showing suffices.Luv N’ Care, Ltd. v. Insta—Mix, Inc438 F.3d 465, 469 (5th Cir. 2006)
(quoting Wyatt v. Kaplan 686 F.2d 276, 280 (5th Cir. 1982)). When determining whether a
prima faciecase for jurisdiction exists, “[tlhe districburt is not obligated to consult only the
assertions in the plaintiff's complaint . . . [r]athdre district court mayansider the contents of
the record at the time of the motion . . Pdz v. Brush Engineered Materials, 445 F.3d 809,
812 (5th Cir. 2006). In thisegard, all “uncontroverted alleians in the plaintiff's complaint
must be taken as true, and conflicts between the facts contained in the parties’ affidavits must be
resolved in the plaintiff's favor.Gatte v. Dohm574 F. App’x 327, 330 (5tl&ir. 2014) (quoting
D.J. Investmenis/54 F.2d at 546).
Analysis

“Absent a controlling federal alute regarding service of qumess, [the district court
must] first determine whether the long arm watof the forum state permits exercise of
jurisdiction. [The district court] then deterreis] whether such exesd comports with due
process."Ham v. La Cienega Music Gal F.3d 413, 415 (5th Cir. 1993) (citing- R. Civ. P.
4(e); Aviles v. Kunkle 978 F.2d 201 (5th Cir. 1992)). The Lanham Act does not authorize
nationwide service of procesSee, e.g., Frosty Bites, Inc. v. Dippin’ Dots, Jn2002 WL
1359704, at *2 n. 4 (N.D. Tex. June 20, 2002) (Kaplan, J.).

“A federal court, even in a federal question case, can use a state long-arm statute only to
reach those parties whom a courttué state could also reach under Blirstein v. State Bar of
Cal, 693 F.2d 511, 514 (5th Cir. 1982). The Misgipsilong-arm statutallows a court to

exercise personal jurisdiction over an out ofestd¢fendant who: (1) makes a contract with a



resident of this state to be pamihed in whole or in part by anyyain this state; (2) commits a
tort in whole or in parin this state against a resident or remmient of this state; or (3) does any
business or performs any charactemofk or service in this state. b6 CODE ANN. § 13-3-57
(2000).
Mississippi’'s Long Arm Statute

In the Mississippi actioh, Retail Coach asserted that Mississippi’s long-arm statute
reaches Xpansion via the second and third prongs, generally regarded as the tort prong and the
“doing business prong.” “As it standsw, the long-arm statute, by fain terms, applies to any
person or corporation performingny character of workin this state.”ITL Int’l, Inc. v.
ConstenlaS.A, 669 F.3d 493, 498 (5th Cir. 2012) (quotkastate of Jones v. Phillip892 So.2d
1131, 1139 (Miss. 2008) (emphasis added). Thatdsoape encompasses Xpansion’s activities
here. Furthermore, the Missigpi Supreme Court has explath¢hat a nonresident may be
“doing business” in Mississippi if “he did Waus acts here for the purpose of realizing a
pecuniary benefit or othergse accomplishing an objectVcDaniel v. Rittey 556 So. 2d 303,
309 (Miss. 1989) (citing Restatement (SecondiCohflict of Laws 8§ 35, Comment a (1971)).
Retail Coach has alleged that Xpam placed the infringing logos on the emails in an effort to
increase knowledge about r36@srvices, which would allow Xmsion to realize a pecuniary
benefit—interest in its related company. Retail€lo also alleges that r360 used its mark for
purposes of soliciting business on behalf Xgdansion from Clinton, Mississippi, targeting

Blackwater Resources to provide colting services for a shopping center.

! There are two parallel cases in thetNern District of Mississippi with similar pending jurisdictional MotioSge
The Retail Coach, LLC v. Xpansion Holdings, LLC and r360,,LC®il Action No. 1:16-CV-00032-SA-DAS;
Xpansion Holdings, LLC v. The Retail Coa@ivil Action No. 1:16-CV-00125-SA-DAS. Pursuant to this Order,
the cases will henceforth be consolidated.



Additionally, “under the tortprong of the Mississippiong-arm statute, personal
jurisdiction is proper if any element of the tddr any part of any ement) takes place in
Mississippi.” Allred v. Moore & Petersgnll17 F.3d 278, 282 (5th Cir. 199¢Ert. denied522
U.S. 1048, 118 S. Ct. 691, 139 L. Ed. 2d 637 (1998 Mississippi Supme Court has stated
that “[t]he tort is not complete until the injury oesuand if the injury occurs in this State, then,
under the . . . statute, the tort is committed,least in part, in this State, and personam
jurisdiction of the nonresidertortfeasor is conferredipon the Mississippi court.Smith v.
Temc 252 So.2d 212, 216 (Miss. 1971). AccordinglytddeCoach argues th#tere is personal
jurisdiction under the tort prong of the long-armatgte as the injuries allegedly suffered by
Retail Coach occurred in Mississippi.

Under the facts of the caseib judice,Xpansion transmitted e-mails to a recipient or
recipients in Mississippi, MDA employees. Embedide the emails were allegedly infringing
graphics and signatures. Such signatures were allegedly placed there by Xpansion in order to
increase awareness for products distributedtbyCEQO’s other company, r360. Furthermore,
Xpansion placed the logo on its website, which was used by customers within Mississippi. The
test for infringement is “whether there ispaobability that the average person will be so
confused by the use of the device complainedsofo believe that the products offered by the
infringer were produced by the trademark owmedhat there is likelihood that prospective
purchasers will be misled to appellant's dam&g®guirrel Brand Co. v. Barnard Nut Ga224
F.2d 840, 844 (5th Cir. 1955) (citations omitte@ven if Xpansion did not consummate
continuous transactions in Missgsi on behalf of 360, its repeatedse of an infringing logo

while doing business in Mississippn behalf of itself may be imiolation of the Lanham Act,



and therefore tortious. The Coustsatisfied that the “doingusiness prong” and the tort prong
of the long arm statute reach Xg&n under the prima facie standard.
Due Process

The Due Process Clause of the Fourteenth Amendment permits the exercise of personal
jurisdiction over a nonrédent defendant when (1) that defendant has purposefully availed
himself of the benefits and gtections of the forum state lgstablishing “minimum contacts”
with the forum state; and (2) the exercisejwisdiction over that defendant does not offend
“traditional notions of fair @y and substantial justicel’atshaw v. Johnstori67 F.3d 208, 211
(5th Cir. 1999) (footnotes omitted) (citiMyorld—Wide Volkswagen Corp. v. Woodsé4 U.S.

286, 297, 100 S. Ct. 559, 62 [Ed. 2d 490 (1980)jnternational Shoe Co. v. State of
Washington 326 U.S. 310, 316, 66 S. Ct. 154, 90 L. Ed. 95 (1945)). To comport with due
process, the defendant’s conductonnection with the forum stateust be such that he ‘should
reasonably anticipate being haletbicourt’ in the forum stateld.?

Regarding the first prong, ‘fnether the minimum contaci@re sufficient to justify
subjection of the non-resident to suit in tfeeum is determined not on a mechanical and
guantitative test, butather under the pactlar facts upon thquality and natureof the activity
with relation to the forum stateMississippi Interstate Expss Inc. v. Transpo, Ind681 F.2d
1003, 1006 (5th Cir. 1982) (emphasis addség alsd.J. Investments, Inc/54 F.2d at 547. “If

a nonresident corporate or individual defendant has ‘purposefully avaididof the privilege

2 For purposes of the due process inquiry, there are two types of jurisdiction: general and Sprecifian Realty,
Inc. v. Wercinski513 F.3d 476, 484 (5th Cir. 2008). Specificgdiction exists where the plaintiff's claim against
the non-resident defendant arises out of or relates tatamstithat the defendant purposefully directed at the forum
state.Burger King Corp. v. Rudzewic471 U.S. 462, 472, 105 S. Ct. 2174, 85 L. Ed. 2d 528 (1985). General
jurisdiction exists where the defendant has maintaineadtifomous and systematic” contacts with the forum state.
Helicopteros Nacionales de Colombia, S.A. v. H&#6 U.S. 408, 415-16, 104 S. Ct. 1868, 80 L. Ed. 2d 404
(1984). In the case at bar, Plaintiftims arise out of Defendant’s usfethe logo while conducting activities
within the state. Therefore,glCourt examines claims undée specific jurisdiction theory.



of conducting activities uhin the forum state,then it is consideredhot ‘unfair’ that the
nonresident’s important rights laeljudged in that forum.”"Hanson v. Denckla357 U.S. 235,
253, 78 S. Ct. 1228, 2 L. Ed. 2d 1283 (1958) (additional citations omitted)).

Here, there is clear evidence that MDA he®d the website repeatedly for the past
several years, and the website and its accompaeynail addresses have been used to facilitate
a renewing contract with Xpansion. Fumim®re, Xpansion’'s website was knowingly and
repeatedly used to transfer files to Mississippi resid&ds. Mink v. AAAA Dev. LL.C90 F.3d
333, 335 (5th Cir. 1999) (citingippo Manufacturing Co. v. Zippo Dot Com, In852 F. Supp.
1119, 1124 (W.D. Pa. 1997{finding that where a website facilitates contractual relationships
and the knowing and repeatéchnsmission of computer fdeover the Internet, personal
jurisdiction is proper). Not only did Xpansion m&im a contract with MDA for several years,
r360’s CEO sent emails and negotiated new ssiopportunities in Mississippi using both the
allegedly infringing logo and Xpansion’s logo @asneans to allow people to know that r360 had
substantial experience andganeral access to Xpansion software. Xpansion was aware that
Retail Coach was competing for the same contragiansion could have easily left their logo
off of the emails in order to avoid doing busieen Mississippi. Therefore, the Court finds that
the unilateral moves by Xpansiorgeeding its MDA contract, conibed with the marketing to
other Mississippi residents, agll as its intentional moves tompeting with Retail Coach are
sufficient to show purposeful aaient, even without determininghether Xpansion is the alter-

ego of r360.

% The Fifth Circuit adoptedippds sliding scale irMink. Mink, 190 F.3d at 336. AlthougHink was a general
jurisdiction casesee id.(“Because we conclude that Mink has not established any contacts directly related to the
cause of action required for specific jurisdiction, we torthe question of whether general jurisdiction has been
established.”), andippowas a specific jurisdiction cassee Zippo952 F. Supp. at 1127 (“the cause of action
arises out of [defendant’s] forum-related conduct in this case"Mithlepanel found “the reasoning dippo|[to be]
persuasive and adopt [ed] it in this Circuljink, 190 F.3d at 336. It therefore appears Matk’'s sliding scale

should be applied in the presepecific jurisdiction context.
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Turning to the second prong, traditional notiafdair play and suliantial justice, the
Court notes that Xpansion’s lalan, though not ideal, would not oufgfe this State’s interest in
administering federally mandated copyright lawsher Retail Coach’s interest in convenient and
effective relief. Finally, transfeng the suits back to Alabamaowld not satisfy the interests of
efficiency in this complicated matter, nor the stashared interest in furtherance of fundamental
social policies. Therefore Retail Coach has establish@urea faciecase for specific personal
jurisdiction as to its Lanham Act claims.

Conclusion

Plaintiff Xpansion’s Motion taDismiss, Transfer, or Stag DENIED. In addition, the
Court orders this case be consolidated witfihe Retail Coach, LLC v. Xpansion Holdings, LLC
and r360, LLC Civil Action No. 1:16-CV-00032-SA-DAS, pauant to Rule 42(a) of the Federal
Rules of Civil Procedure.

IT IS SO ORDERED, this 3rd day of March, 2017.

/s/ Sharion Aycock
UNITED STATESDISTRICT JUDGE




