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INTHE UNITED STATESDISTRICT COURT
FOR THE EASTERN DISTRICT OF VIRGINIA
Alexandria Division

KLUMBA.UA,LLC
Plaintiff,
V. Case No. 1:15-cv-760

KLUMBA.COM, ares
Defendant.

N N N N N N N NS

MEMORANDUM OPINION

At issueon cross motions for summary judgment this unusualAnti-cybersquatting
Consumer Protection Act (ACPA)case is whether plaintiff, a Ukrainian LLC, possesses
common law trademark rights in the mark “Klumba” in the United States. Plaintifesitat
the res in this case, the domain nankumba.com, infringes on plaintiffs common law
trademark rights anthusviolates the ACPA.Two of the four members of the plaintiff LLC
acting on behalf of thees, argue thabecauselaintiff has not used its mark in commerce in the
United States, plaintiff haso common law trademark rights in the United States, hamate
plaintiff cannot bring a claim under the ACPA.

The matter has been fully briefed and argued, and is now ripe for disposition.

l.

Of course, the entry of summary judgment is appropriate only where there geauine
disputes of material factSeeCelotex Corp. v. Catretd77 U.S. 317, 322 (1986). Andat is
precisely the situationpresented here.Pursuant to Local Rule 56(B) and the Rule 16(b)

Scheduling Order issued in this case, a motion for summary judgment must corpanaety

115 U.S.C. 81125(d) et seq.
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captionel section listing in numberegaaragraph form all material facts as to which the movant
contends no genuine dispute existSeeKlumba.UA, LLCv. Klumba.com No. 1:15cv-701
(E.D. Va. Sept. 20, 20)7(Order). Both partiescomplied with Local Rule 56(B) and the
Schedling Order andthe following list of undisputed material facts is basedtlon parties’
statemerd of undisputed material facts and their responses.

¢ Plaintiff, Klumba.ua, LLC isa Ukrainian company that operates a Ukrainian website for
the sale and exchange of children’s cliatihand goods Plaintiff has four members: (i)
Dmitry Dubyna, (ii) Natalia Zueva, (iii) Andrey Khorsev, and (iv) Alek$egnkin.

e Theresat issue in this case, klumba.com, is a U.S. registered domain name gurrentl
registered to Klumba.com, LTD

e In 2008, Dubyna anduevacreated a website using the name klumba.kiev.ua to serve as
a platform for pagnts to sell and exchange children’s clothangl goods for children.

e In June 2010, Zueva registered the trademark KLUKIBAthe Ukraine and registered
the domain name klumba.ua (the Ukraindemain namg, which was linked to the
trademark.

e In July 2010, Dubyna and Zueva began pla@dgertisements on the klumba.ua website
using Gootg’s AdSense Program. Google sentthe revenuegenerated from the
advertisements to a Ukrainian address via paper check.

e In September 2010, Zueva and Dubyna joined with Khorsev and Ivankin to create
Klumba.ua, LLC the plaintiff in this case As part of the new.LC venture, Zueva
transferred wnership of the Ukrainian domainame klumba.ua websiteand the
Klumba Mark inthe Ukraine tglaintiff. The four members of plainti§hared therofits
from thewebsite including the profits generated via Google AdSense.

e In November 2012, Dubyngurchased the domain name klumba.doom a third party
vendor for $2500.

e After purchasing thé&lumba.com domaimame Dubyna arrangetb have traffic to the
klumba.com domaimameredirected to th&lumba.ua website. Essentially, when users

2 |In English,the word Klumba' translates to “flowerbed.” The word “Klumba” is a transliteration of theahctu
trademark, which in Cyrillic appears KSIYMBA.

¥ When a company or individuasesGoogle AdSenseghe company or individuakceives a code whighmay add
to the company or individual'svebsite. Ths code imports advertisements from Google, and then, when a user
clicks on an advertisement, the companyndividualhosting the code receives a portion of the advertising revenue.
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typed klumba.com into a browser, they were sent to klumba.ua where they could view the
website’s children’slothing and goods.

In March 2013, Ivankin and Dubyna agreed to use a California corporation owned by
lvankin and Khorsev, 908, Inc., as a depository for predom the Google AdSense
Program.

Pursuant to the agreement between Ivankin and Dubyna, Google’'s AdSense checks wer
deposited to 908, Inc.’s U.S. bank account, and then 50% of the monthly proceeds were
to be paid to Dubyna in the Ukraine within five daf receipt.

In spring 2013, a dispute arose am@hagntiff's memberver ownershipn the Ukraine
of plaintiff's intellectual property

In September 2013, Ivankin and Khorsev changed the passwordstairatilf's email
and user accounts, and rediegttraffic from the klumba.ua domain to klubok.com,
website under their sole control.

Ivankin and Khorsev kept all revenue generated by the klubok.com website, and stopped
paying profits to Zueva and Dubyna in October 2613.

Plaintiff has no registered trademark rights related to the Klumba mark in the United
States.

Plaintiff never marketed, promoted, nor planned to expand use of the Klumba mark in the
United States. In 2012, Khorsev and Dubyna visited the United States to diaciisg st

a project similar to Klumba. The two met with some Americans and did some research to
find out whetherpeople knewor were familiar withthe word Klumba. That research
disclosedthat the markKlumba had no meaning to American consumers who were
interviewed.

The klumba.uawebsitehas no English language content. All information on the website
is in Russian or Ukrainian and goods and services advertised on the site are priced in the
Ukrainian currency- Hryvnia.

There are ndJ.S. customers registetan plaintiff's customer databases, and no goods
hosted on plaintiffklumba.uahave been sold to U.S. customers. There have been 1.5
million page views of the klumba.ua website in the United States, but there is no
evidencehat any of those page viewame from U.S. citizens.

Plaintiff's primary source of revenue was from Google’s AdSense progrssnording
to statistics from Google AdSengdaintiff received less than 1% of its revenue from

* The parties have engagedéntensivelitigation in the Ukraine over te ownership of the Klumba mark in the
Ukraineas well asa number of Klumbaelateddomainnames This dispute even reach#te Ukrainian Supreme

Court.

That conflict has since spillexver into the United States because of the existence okltiraba.can

domainname



advertisement generated from users accesksalgumba.uavebsitein the United States.

In 2013, this U.S. revenue amounted to $880, compared to $147,000 in revenue from
users accessing thdumba.uawebsitein Ukraine. Google Trends Reports shows that
almost 100% of searches for “klumba” originated in Ukraine.

.

The summary judgment standard is undisputed and toesetléd towarrant extended
discussion In essence,lsnmary judgment is appropriate where “the movant shows that there is
no genuine dispute as to any material fact and the movant is etdifiedigment as a matter of
law.” Rule 56, Fed.R.Civ.P.And it is settled that “the burden on the moving party may be
discharged by ‘showing~that is, pointing out to the district courthat there is an absence of
evidenceto support the nonmoving parsytase.CelotexCorp. 477 U.S. at 325. On the other
hand, a genuine factual dispute exists “if the evidence is such that a reagonabbuld return
a verdict for the nonmoving partyAnderson v. Liberty Lobby, Ina177 U.S. 242, 2481986).
Importantly, the party opposing summary judgment may not rest upon mere allegations and
denials, and must instead “set forth specific facts showing that there is a gesuaéor trial.”

Id. And “[tlhe mere existence of a scintilla of evidence uport of tle [nonmoving partys]
position will be insufficient; there must be evidence on which the jury couldnehly find for
the [non-moving party].ld. at 252.

1.

Plaintiff argues that neither Dubymar Zueva has standing to appear or file answer on
behalf of theresin this case because thes was registered to a company, Klumba.com, LTD,
not Dubyna or Zueva. Because this suit proceeded under the in rem provisions of thelBCPA,
U.S.C. 81125(d)R)(a), theres the klumba.com domainame is the nominal defendant in this
action. But the purpose of an in rem adjudication is to determine the interestsani persons

in thatres. Shaffer v. Heitner433 U.S. 186, 197, 207 (1977) (citations ted) (‘[T]he phrase



‘judicial jurisdiction over a thingis a customary elliptical way of referring to jurisdiction over
the interest of persons in a thihg.The claimants Zueva and Dubyna héaegentinuously taken
the steps required . . . in order to come forward and argue [an] ownership interestein’the
Saurikit,LLC v. cydia.comNo. 1:11cv-888 at *3 (E.D. Va. Apr. 17, 2012). Both have engaged
in the discovery process and settlement negotiations, and botra$semed an interest in the
klumba.com domain nantaroughout the litigation. Plaintif argument that Dubyna and Zueva
have no interest in thelumba.comdomain name is more appropriately addresse@merits
guestion rather than as an argument that they are not adequate ckaoh#mresklumba.com.

V.

The centraland ultimately @positive questionin this case is whether plaintiff can
demonstrate that it hammmon law trademark rightn use of the Klumba mark the United
States’ If plaintiff cannot do so, plaintiff'slaim fails asthe Fourth Circuit has held that “[a]
prerequisite for bringing a claim under the ACPA is establishing the existénaevalid
trademark and ownership of that marlRetail Servs. v. Freebies Puhl'g64 F.3d 535, 549 (4th
Cir. 2004). Because the Klumba mark is unregisterpiintiff cannot satisfy this ACPA
requirement unless plaintiff can establish that plaintiff has common law tradeigisikin the
Klumba mark in the United States.

Importantly, unregistered or common law marks are entitled to protection under the
ACPA. Lamparello v. Falwell420 F.3d 309, 311 (4th Cir. 2005) (quotiRBTA v. Doughney

263 F.3d 359, 367 (4th Cir. 2001)). But equally importantly, common law trademark rights are

® Defendant argues that the lack of common law trademark rights in thed 8tiges also deprives plaintiff of
standing. Because this argument is the same as defendant’'s argumentnwaritheboth are addressédra.
Defendant also argues that plaintiff lacks the authority to bring #sept case because a majority of the members
did not approve of the lawsuit, but defendant cites no provision of Ukrainiarelguiring majority approval for
plaintiff to bring a claim. In any eventjt is unnecessary to reach or decide the question whether plaintiff has the
authority to bring this caseebause plaintiff cannot establish common law trademark rights in thed Biates.
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acquiredonly throughactual use ofthe mark in a given market the United Statesld.; see also
United Drug Co. v. Theodore Rectanus ,C&48 U.S. 90, 9B8 (1918). To establish the
existence of a&common law trademark right, a pamyust show that the mark is (i) used in
commerce, andii) is distinctive among United States consumelrst’| Bancorp v. Societe des
Bains de Mer329 F.3d 359, 363 (4th Cir. 2003). Plaintiff has not made that showing.

Plaintiff does not sell goods; instead it provides a service, namely the hosting of
advetisements for children’s clothing and goods. Therefore, plaintiff's marksisnacemark
under the Lanham Act. Section 1127 of the Lanham Act provides a specifitioefofi“use in
commerce” as it relates to servicemarks:

The term“use in commercemeans the bona fide use of a mark in the ordinary

course of trade, and not made merely to reserve a right in a mark. For purposes of
this chaptera mark shall be deemed to be used in commerce —

(2) on services when it is used or displayed in the sale or advertising of
services and the services are rendered in commerce, or the services are
rendered in more than one State or in the United States and a foreign country and
the person rendering the services is engaged in commerce in connectiorewith th
savices.

15 U.S.C. § 1127 (emphasis added).
The Fourth Circuithas interpreted this definition tequire a party to show that i) fienders a
service in commerce, and (ii) that a mark for the service so rendered is usedayedigp the
sale or advertising of that servicent’l Bancorp, 329 F.3d at 372For a service to be rendered
in commerce the service must either be peréatnm the United States or the service must
involve “transactions between United States citizens and the subject of & foation.” Id. at
365. The Fourth Circuit has emphasized thatmere provision of a service to a U.S. citizen is
insufficient toestablish rights in an unregistered service mark; the mark itself must be used or
displayed in the sale or advertising of the service to the U.S. citilgin(noting that mere
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advertising or renting space in the United States, disconnected from usergica mark, was
insufficient to establish common law trademark rights).

These principles, applied here, point persuasively to the conclusion that plaintiff has
failed to establish the existenceasfycommon law trademark rights the Klumba markn the
United States. To begin with, plaintiff provides a service to users of plainsfiklumba.ua
website; it allows users to access a platform for the salexchange of children’s clothiraand
goods, similar to eBay or Craigslisihe record makes cleghat plaintiff did not providehis
servicein the United States or to United States citizens abasaéquired bynt’l Bancorp. 329
F.3d at 365. Although plaintiff has presented evidence that persons in the United Sesssdacc
the Klumba websitemere access to the webpage is insufficient to establishpthattiff
provided any service to individuadscessing the website in the Unitadtes or to establish that
the Klumba mark was used in connection with any kind of business aatititg US. Seed. at
365 (plaintiff must show “transactions between United States citizens asubjgct[s] of a
foreign nation.”)°

In sum, paintiff has noidentified a single U.S. citizen

(i) who purchased anythingsing the plaintiff’'s websit&klumba.ua,

(i) who posted an advertisement for the sale or exchange of children’s clothes or
goods on the website, or

(i) who otherwise used plaintiff's services.

To avoid this conclusion, plaintiff presents evidence of an alleged plan to expdmed to t
U.S. markd. This argument fails becasagpansion plans, without actual use in commerce, are

insufficient to establish common law trademark righ8See, e.g.United Am. Indus., Inc. v.

® See also Maruti.com v. Maruti Udyog Ltd47 F. Supp. 2d94, 89 (D. Md. 2006) (holding that the Maruti mark
had not been used in commerce because “Maruti’'s mark applies to its cars, wlgobds” and “Maruti'sars are
not sold or transported in the commerce of the United States, not evereiga tmmmerce of the United States.”).
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Cumberland Packing Corp2007 WL 38279, at *3 (D. Ariz. Jan. 5, 2007) (“[C]ourts have
required more than an intent or threat to infringe in order to demonstrate ‘ecsenmerce’
under the Lanham Act.... Without more, these expressions of intention [by defendant] are
insufficient to constitute ‘use in commerce’ as requirechigylianham Act.”y

Because plaintiff has presented no evidence that U.S. citizdres, ie the United States
or abroad accessed thidlumba.ua website for the purpose of using Klumba’s clothing sale and
exchangeservices, there is no evidence that Klurhlaa used its mark in commerce as required
to establish common law trademark rightSee Int’l Bancorp329 F.3d at 365.Accordingly,
without evidence that plaintiff used the Klumba mark in United States commerce, plaintif
cannot establish that ias ay common law tradeark rights in theKlumba mark in théJnited
States, or that thdumba.com domain violates those rights.

Plaintiff next argueghat its business relationship with Google via Google’s AdSense
program qualifies asse of the mark irommerce and that plaintiff uses its Klumba mark in
connection wittplaintiff's business with GoogleGoogle’s AdSense “is an advertising program;
Google pays participating merchants to host tpeidy ads on their websitesPerfect 10, Inc.

v. Visa Intern. Serv. Ass'd94 F.3d 788, 820 (9th Cir. 2007). Plaintiff's business in this respect
is “the cyberspace analogue of renting out space on your land for a hifllb@mause plaintiff
sold advertisement space plaintiff’'s websiteto Google. Id.

It is of course undisputed that plaintiff sold space to Google, but that alone is iestiffici

to establish that plaintiff used the Klumba mark in United Sted@smercefor as the Fourth

Circuit has made clear, the fact that plaintiff provided a servieelds. citizen is not enough to

" See alsdMlacia v. Microsoft Corp.152 F. Supp. 2d 535, 539 (D. Vt. 2001) (finding intent to use application was
not sufficientto satisfy use in commerce requireme@ygnitest Corp v. Riverside Pub. C4&995 WL 382984, at

*2 (N.D. lll. June 22, 1995) (finding the complaint failed to allegee“irscommerce” where the complaint alleged
only that defendant planned to present@pct at a meeting in the United States)
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establsh common law trademark righits the United Statesnstead,plaintiff must also show
that the “mark for that service [was] being used or displayed in the sale otisidgeof that
service.” Int'l Bancorp, 329 F.3d at 372. For example,Int’| Bancorp, it was undisputed that
plaintiff maintained an office in the U.S., advertised in the U.S., and hosted a iomanhot
website for its services that could be accessed in the ld.Sat 364. Still, the Fourth Cirdu
held that these activities in the United Statesre insufficient to establish common law
trademarkrights because “[tlhe Lanham Act and the Supreme Courhake clear that a mark’s
protection may not be based on ‘mere advertisintyl."at 365.

Just as inint’l Bancorp thereis no evidence in threcord showing that the Klumba mark
was used in connection with the saleewen theadvertising ofplaintiff's “service” to Google.
On this record, there is no evidence that Google knew of the Klumba mark, or that theamark w
associated with the advertising space service Klumba provided. In fact, giv€&otgle has a
number of advertising partners whose websites vary widely in content there éasanm rto
believe that plaintiff's Klumba mark is any wayassociated with the advertising space service
provided to Google. The Klumba mark is not used to market plaintiff's services to ¢oogle
rather, plaintiff solicited Google fahe codenecessaryo host Google’s advertisements on its
website as a means for plaintiéf monetize its user base. The Klumba mark is not used to brand
plaintiff's advertising space services to Google because the mark is mbbusksplayed to
Googlein plaintiff's efforts to sell advertising space. Thersimply no evidence in this record
that the Klumba mark has any meaning for Google or that the Klumba mark was aseea@ss
of attracting Google to purchase advertising space. And evenefitreze,a single transaction
with a single U.S. company is not the kind of “deliberate and continuous” use of a mark

necessary to establish common law trademark righassen 151 F.3d at 14@holding that sale



of 11,000 decorative CD holders in the \&qitStates bearing the plaintiff's mark was deliberate
and continuous use). Thus, the hosting of advertising space for Google on plaintiff's dskraini
web page does not provide a sufficient basis for concluding that plaintiff engagediberate

and continuous” use of the mark in the United States necessary to establish common law
trademark rights.Accordingly, plaintiff has failed to establish that it has used the Klumba mark

in its transactions with Google in such a way as to give rise to commorakewntark rights.

In sum, plaintiff does not use the Klumba marlJifs. commerce witm the meaning of
the Lanham Act. Therefore,plaintiff cannot establish common law trademark rights in the
United States.Although the Klumba mark is undoubtedly used in connection with plaintiff's
children’s clothing services, there is no record evidence showing that U.Sh<mitzkzed thee
clothing services. And although plaintiff has established that it has businesghi€xoagle, it
has not established that it uses the Klumba mark to brandviéstiathg space services or to
market to Google. Because plaintiff has failed to establish that it hag eommon law
trademark rigtg in the Klumba mark in the UnitedStates,plaintiff's ACPA claim fails and
summaryjudgment in favor of defendant must be granted.

V.

Defendant also argues that it should be awarded fees as the prevailing party. |
trademark infringement cases, courts may award reasonable adtdassyin exceptional cases.
15 U.S.C. 81117(a); se also PETA 263 F.3d at 370. Pursuant tolBl7(a), a case is
“exceptional where a party’s conduct was “malicious, fraudulent, willfuletiberate in nature.”
Scotch Whisky Ass’n v. Majestic Distilling Co., Ji858 F.2d 594, 599 (4th Cir. 1991). Whe
an alleged infringer is the prevailing party, it can qualify for award of reter fees upon a

showing of “something less than bad faith” by the plaintiff. at 599. According to the Fourth
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Circuit, “pertinent considerations for judging a plaifgif. .. conduct when the defendant
prevails include ‘economic coercion, groundless arguments, and failure tmwitelling law.”
Retail Servs., Inc. v. Freebies Publ'g864 F.3d 535, 550 (4th Cir. 2004) (quotiAe House
Mgmt., Inc. v. Raleigh Ale House, In205 F.3d 137, 144-45 (4th Cir.2000)).

This case does not warrant the award of attorneys’ fees. To begin with, given the
contested status of the Klumba mark in Ukraine, it was not frivolous for plaintifflievéat
may hold common law trad®ark rights in the United States. This is particularly so given the
open questions about the availability of common law trademark rights in the Urated Based
on Internet commerce. Very few cases address the dssukplaintiff did not demonstrated
faith or even “something less than bad faith” in bringing its lawsuit againstetheScotch
Whisky Ass’n958 F.2d at 599.Plaintiff cited controlling law, and appears to have made its
argument in good faith.The parties also engagad settlemeh negotiations, and there is no
indication that plaintiffs attempted to coerce a settlemeftcordingly, because plaintiff's
claims were not “so lacking in merit that the action a whole was ‘exceptioatibtheys’ fees
are not appropriate in this cadeetail Servs.364 F.3d at 551.

In sum, plaintiff cannot maintain an ACPA claim if it cannot establish common law
trademark rights in the mark “Klumba” in the United Statésamparellg 420 F.3d at 311.
Because this record establishes that plaiditf not use the Klumba mark in commerce within
the meaning of the Lanham Act, plaintiff cannot establish common law tradeiglaik in the
United States, and therefore plain8ffACPA claim fails, and summary judgment in favor of the

resmust be granted.

8 Seelnt’l Bancorp v. Societe des Bains de M&29 F.3d 359, 363 (4th Cir. 2008)aruti.com v. Maruti Udyog
Ltd., 447 F. Supp. 2d 494 (D. Md. 20086).
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An appropriate Order shall issue.

/

Alexandria, Virginia T. S. Ellis, III
June 8, 2018 United States Disfrict Judge
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