Litigation Actions

By Nathaniel Bruno

One of a plaintift’s first steps in deciding whether
and where to file a lawsuit 15 derermining
whether it can obtain personal jurisdiction over the
defendant. Likewise, defendants are quick to challenge
personal jurisdiction to preemptively derail a lawsuit
at the outset. Given the accelerating globalization of
the economy and the many ways modern businesses
interact, it is often difficult to determine whether a
company’s actions in a particular forum state are suf-
ficient to confer personal jurisdiction. This is espe-
cially true of patent litigation involving various levels
of development, manufacturing, marketing, or sale of
allegedly infringing products in the forum. Foreign
companies, while seeking the benefits of selling their
products in the United States, often go to great lengths
to structure their activities to avoid being sued in the
United States. It is therefore important to understand
the legal context in which decisions regarding personal
jurisdiction are made.

This article describes the basic legal framework used
to analyze personal jurisdiction in patent litigation
actions, with focus on particular factual scenarios that
are commonly encountered.!

The Federal Circuit’s Personal
Jurisdiction Paradigm

Personal jurisdiction involves whether a court has
the power and authority to bring certain persons (i.e.,
defendants) into its adjudicative process.2 At its core, the
question of personal jurisdiction is governed by the due
process clause of the US Constitution. Accordingly, the
basic jurisprudence of personal jurisdiction is founded
in decisions of the US Supreme Court. In patent cases,
the law of the Federal Circuit interprets and supple-
ments the Supreme Court jurisprudence on matters of
personal jurisdiction in the context of the factual situa-
tions associated with infringement actions.?

Federal Circuit law requires two basic inquiries when
determining whether personal jurisdiction exists. First, a
plaintiff must determine whether the defendant would
be amenable to service of process under the forum state’s
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long-arm jurisdictional statute (i.e, whether jurisdic-
tion could be exercised over the defendant pursuant
to the relevant state’s law).4 It is noteworthy that state
faw applies to personal jurisdiction 1n patent cases even
though the claim for relief is wholly based on federal law.
Second, Federal Circuit decisions reflect the basic legal
requirement that the assertion of jurisdiction must be
consistent with federal due process.’

In many instances, state long-arm statutes are writ~
ten to be co-extensive with federal constitutional due
process limits, such that the first and second inqui-
ries collapse into one. In other words, many states
(such as California,¢ Nevada,” Washington,? Nebraska,®
Minnesota, ! and Missouri!l) exercise long-arm juris-
diction to the extent it is permissible under the federal
Constitution. However, the long-arm statutes of certain
states (such as Ohio'? and New York!3) are narrower
than federal constitutional limits. Accordingly, a review
of a state’s jurisdictional law is crucial when analyzing
whether personal jurisdiction over an accused infringer
exists in the state.

Once the reach of state jurisdictional law is estab-
lished, the basic federal constitutional standards articu-
lated in International Shoe Co. v. Washington!4 and its
progeny determine whether the exercise of personal
jurisdiction comports with federal due process.!®
International Shoe and subsequent cases establish a
two-part test. First, the court looks to whether the
defendant has sufficient minimum contacts with the
forum state.!6 Second, the court looks to whether
other considerations suggest that the exercise of juris-
diction would violate traditional notions of “fair play
and substantial justice,” which is essentially an inquiry
into whether the exercise of jurisdiction would be
unreasonable.!”

General Jurisdiction

Personal jurisdiction over a defendant can be
either general or specific.!8 General jurisdiction is
jurisdiction over a defendant with respect to a legal
claim that is unrelated to the defendant’s particular
contacts with the state.l® Due process permits the
exercise of general jurisdiction when a defendant’s
contacts with the relevant forum state are continuous
and systematic.20 Usually, general jurisdiction requires
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the defendant to maintain some sort of office or
place of business in the forum state. The traditional
indicia of general jurisdiction are “a home base, an
agent for service of process, a local office, or the pur-
suance of a business from a tangible locale within the
state.”2! General jurisdiction also may be established
by substantial sales of products and broad distribution
networks within a state.22 For these reasons, general
jurisdiction appears to be disputed less frequently
than specific jurisdiction and 1s not at issue In many
Federal Circuit decisions.

A defendant’s Internet presence in a state can be an
important factor n establishing general jurisdiction.
A substantial Internet presence (particularly including
high amounts of Internet-based commerce in a forum)
alone may suffice to subject a defendant to general juris-
diction in that forum when the volume, nature, scope,
and interactivity of the Internet-based contacts are such
that they amount to “substantial” or “continuous and
systematic” commercial activity in the forum.?

If general jurisdiction is established, the action may
proceed without any further inquiry into case-specific
contacts. '

Specific Jurisdiction

Absent general jurisdiction, specific jurisdiction may
exist with respect to claims arising from or related to a
defendant’s particular contacts with the state.2d For specific
jurisdiction, sufficient minimum contacts exist when
the plaintiff can show that the defendant “has purpose-
fully directed his activities at residents of the forum and
the hitigation results from alleged injuries that arise out
of or relate to those activities”?® Specific jurisdiction
may exist based on a single contact with the forum state
if the claim arises directly from the particular contact.
Typical examples are a tort committed within the forum
state or a contract with a substantial connection to the
forum state.?6 “Random,” “fortuitous,” or “attenuated”
contacts do not count in the minimum contacts analysis,
nor do contacts arising from the “unilateral activity” of
others.2” Petitioning the national government also does
not count as a contact for the personal jurisdiction anal-
ysis (known as the government contacts exception).2

The “reasonableness” criteria of “fair play and sub-
stantial justice” also must be satisfied, with the defendant
bearing the burden of demonstrating the unreasonable-
ness of the forum.?

Synthesizing the relevant law, the Federal Circuit
employs a three-factor test to determine whether
specific jurisdiction exists in patent cases:

1. Whether the defendant “purposefully directed” its
activities at residents of the forum;

2. Whether the claim ““arises out of or relates to” the
defendant’s activities in the forum; and

3. Whether the exercise of jurisdiction is “reasonable and
fair’30

The first two factors are essentially the minimum
contacts factors, and the third is the fair-play-and-
substantial-justice inquiry, which were birthed by
International Shoe The fulfillment or non-fulfillment
of these factors will always depend on the specific
context and facts of each case,

Purposeful Direction

For specific personal jurisdiction to attach, the
defendant’s actvities must have been purposefully
directed at the forum state. Examples of sufficient pur-
poseful direction abound in Federal Circuit precedent.

Licenses and Cease-and-Desist Letters

Purposeful direction is often found based on a
party’s negotiations and license agreements with par-
ties in the forum, or cease and desist letters to parties
within a forum state, or both. For example, in one case,
Breckenridge Pharmaceutical, Inc. v. Metabolite Laboratories,
Inc. 32 the Federal Circuit found jurisdiction over a
declaratory judgment defendant who had sent cease-
and-desist letters and entered into an exclusive license
with a company conducting business in the forum
state that included significant rights with respect to
the patent. In another case, Electronics For Imaging, Inc. v,
Coyle,33 the Federal Circuit found a declaratory judg-
ment defendant’s acts of hiring a California attorney
who contacted plaintiff at various times to report on
the status of a pending patent application, sending two
representatives to California to demonstrate the tech-
nology underlying what later became the patent-in-
suit, and telephoning plaintiff several times regarding
the subject matter of the patent-in-suit amounted to
purposeful direction at California. In Deprenyl Animal
Health, Inc. v. The U. of Toronto Innovations Foundation,3*
purposeful direction was found when a Canadian
declaratory judgment defendant company used letters
and phone calls to negotiate a licensing agreement
with a Kansas-based company, its President twice trav-
eled to Kansas to negotiate and amend the agreement,
and the Canadian company kept the Kansas company
apprised of correspondence regarding prosecution of
the patent and sent a letter regarding enforcement of
the license.

Purposeful direction was also found in Inamed Corp.
v. Kuzmak,3s where a New Jersey resident patentee (a
declaratory judgment defendant) negotiated four license
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agreements via telephone or mail with California resi-
dents, traveled to California once for a get-acquainted
session, and sent a cease-and-desist letter to the agent of
the California company. In HollyAnne Corp. v TFT) Inc. 3
the court confirmed that an agreement of the parties
that even a mere offer to donate allegedly infringing
devices to a school system and local cable television
station amounted to purposeful direction. The court in
Akro v. Luker? held that negotiating an exclusive patent
license agreement with Ohio residents and sending let-
ters to their agents constituted purposeful direction at
Ohio, even though the declaratory judgment defendant
had never physically been to Ohio.

Sales

Purposeful direction also may be based on a party’s
sale of products or other commercial activities within a
forum state. In Genetic Implant Sys. v. Core-Vent Corp.,38
jurisdiction was established when the declaratory judg-
ment defendant had an exclusive distribution agree-
ment with 2 company that conducted business and sold
allegedly infringing products in the forum state and had
previously done business and made sales in the state
itself.3 The US Supreme Court in McGee v. Intl. Life Ins.
Co.4 decided that even a single contact with a forum
state, such as issuing an insurance policy to a forum
state resident, may suffice for personal jurisdiction if
it is substantially related to the plaintiff’s claim. In fact,
jurisdiction may depend on whether the defendant has
a pattern and practice of placing infringing products
into the stream of comumerce through an established
distribution channel with full awareness that substan-
tial quantities of the products are being shipped into
the forum state. Plaintiffs have successfully established
jurisdiction in states where a significant quantity of the
products has been shipped. For example, in Beverly Hills
Fan Co. v. Royal Sovereign Corp.,#! the Federal Circuit
found jurisdiction under the stream-of-commerce the-
ory when the defendants shipped the allegedly infring-
ing products into the forum state through an established
distribution channel. In Viam Corp. v. Iowa Export-Import
Trading Co.,# jurisdiction was found under the stream-
of-commerce theory when a foreign defendant estab-
lished a regular distribution channel through which
it purposely directed its products through a stateside
intermediary. Substantial sales in a state supports a claim
that an infringer is purposefully availing itself of the
benefits of that market and laws and should be required
to answer for its infringement in that forum.®

Internet-Based Commerce
Comrmerce in a forum state accomplished through
the Internet also may be sufficient to establish personal

jurisdiction. As in the general jurisdiction context,
contacts arising from Internet-based activities and
commerce must be considered in connection with the
specific jurisdiction inquiry. Merely operating a pas-
sive (i.e., information-only) Web site appears not to
be enough, by itself, to support personal jurisdiction.#
However, if there is “something more,” such as directly
targeting the relevant forum, specific jurisdiction may
be found.# Moreover, Internet-based contacts appear
more likely to confer personal jurisdiction the more
interactive they are on a sliding scale that categorizes
Web sites as passive, interactive, or facilitating actual
commercial transactions, that is, the more indicative the
Web sites are of purposeful direction. 46

Unless the defendant can affirmatively rebut the
plaintiff s jurisdiction-related allegations (in the context
of a2 motion to dismiss), the allegations will be viewed
in the light most favorable to plaintff. 47 Plainoffs must
plead carefully, and defendants must attack directly.

Arising Out of or Relating To

The arising-out-of-or-relating-to prong of the
specific personal jurisdiction analysis is interpreted
disjunctively and with flexibility and latitude.#® Again,
Federal Circuit decisions provide many examples
of claims that arise out of or relate to a defendant’
forum-related contacts.

Patent-Related Activities

Activities by a party in a forum state related to
the relevant patent(s) will generally suffice to satisfy
the relatedness prong. For example, in Electronics for
Imaging,% the declaratory judgment claim of pat-
ent invalidity was related to communications and
a visit to the forum state concerning the technol-
ogy underlying the patent-in-suit. In Deprenyl,50 a
declaratory judgment suit for non-applicability of
patent license and invalidity of patent was directly
related to defendant’s contacts in negotiating the pat-
ent license agreement. The court in Inameds! found
that a declaratory judgment action claiming non-
infringement and patent misuse arose from or related
to contacts in negotiating license agreements regard-
ing the patents-in-suit and sending a cease-and-desist
infringement letter. In Akro,52 a declaratory judgment
claim of invalidity and unenforceability of a patent
was related to the defendant’s contact of granting an
exclusive license on that patent to plaintiff’s competi-
tor in the forum state.5* However, personal jurisdic-
tion was rejected in Pennington Seed, Inc. v. Prod. Exch.
No. 29954 because the complaint lacked sufficient
allegations of minimum contacts, including on the
arising-out-of-or-relating-to prong. In HollyAnne
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Corp.,55 the court found that a mere offer to donate
is not an offer to sell and cannot give rise to a cause
of action.

It is clear from these cases that lack of actual sales
or direct infringement in a forum is not generally
fatal to personal jurisdiction. Under the Federal
Circuit’s flexible standard, activities involving the dis-
play or promotion of infringing products to potential
purchasers or end users could be enough to show the
infringement relates to the defendant’s activities in
the forum.% Nevertheless, the appropriate allegations
must be pleaded.”

Physical Service in Forum

A somewhat specialized general rule allows a court
to exercise jurisdiction over a defendant properly served
with process in the forum state while the defendant
happens to be physically present in the state, even if
the defendant has no other forum state contacts. In
Burnham v. Superior Court,® the Supreme Court unani-
mously upheld the constitutionality of jurisdiction
based on service of process on a nonresident temporar-
ily present in the state.® The defendant, 2 New Jersey
resident present in California on business and to visit
his children, was served with a summons in a divorce
action seeking child support.®¢ Four justices stated that
the physical presence of an individual within the state
{regardless of minimum contacts) is a constitutionally
sufficient basis for general jurisdiction.®! Four justices
concurred only in the result, expressing the view that
the minimum contacts and reasonableness analysis must
still be applied when a transient nonresident is served
with process in a forum state.62 One justice concurred
in the result but did not join either rationale, viewing
both as unnecessarily broad.s?

Burnham did not conclusively resolve the issue of
whether service of process in a state is enough by
itself to always confer personal jurisdiction. Moreover,
Burnham dealt with service on a natural person, and
there is case law holding that the same rule should
not apply to corporations. For example, in Siemer v
Learjet Acquisition Corp.,$* no general jurisdiction was
found based on service of a corporation’s registered
agent in a forum state. In United States v. Nippon Paper
Industries Co., Ltd.,$3 the court held that “[M]ere service
of process on an agent or officer of an alien corpora-
tion within the United States does not without more
establish the jurisdiction of a federal court over an alien
corporation.”

Other courts have held that service on a corporate
managing agent present in the forum state should
suffice to confer personal jurisdiction, particularly
when there are more contacts than simply a random

forum presence unrelated to the lawsuit. The court
in Northern Light Tech., Inc. v. Northern Light Clubt®
found that service of a foreign corporation’s officer
was sufficient to confer jurisdiction over the corpora-
tion when the officer was in the forum to attend a
related court proceeding. In Oyuela v. Seacor,57 which
held that service over a Bshaman company’s corporate
officer in Louisiana was sufficient to confer jurisdic-
ion, especially because he lived and worked in the
forum, the court stated that “Burnham’s reassertion of
the general validity of transient jurisdiction provides
no indication that it should apply only to natural
persons.”

The Federal Circuit does not appear to have
addressed the issue of whether service over a cor-
poration’s agent while present in the forum state is
adequate to confer jurisdiction, and overall the case
law on the issue Is quite sparse and conflicting. In
any event, in order to confer jurisdiction pursuant to
transient jurisdiction, the service must of course be
effective according to appropriate laws and rules.68 If it
is, personal service on a defendant present in a forum
may at least be another ground plaintiffs can point to
when attempting to establish jurisdiction in patent
litigation actions.

Reasonableness

Once sufficient minimum contacts have been shown,
it becomes the defendant’s burden of proof to defeat
specific personal jurisdiction by presenting a “compel-
ling case that that the presence of some other con-
siderations would render jurisdiction unreasonable’’s?
When sufficient minimum contacts exist, a finding of
unreasonableness is “‘rare.”” The Federal Circuit assesses
the five factors originally set forth in Burger King when
making the reasonableness determination:

1. The burden on the defendant;

2. The interests of the forum state in adjudicating the
dispute;

3. The plaintiff’s interest in obtaining convenient and
effective relief;

4. The interstate judicial system’s interest in obtaining
the most efficient resolution of controversies; and

5. The shared interest of the several states in furthering
fundamental substantive social policies.”!

In one case involving a Japanese defendant, the
US Supreme Court held personal jurisdiction to be
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unreasonable in California.’2 The Asahi decision was
based on the following facts:

« The only claim was an indemnification cross-
complaint by a Taiwanese corporation against the
Japanese defendant, making the interests of Cali-
fornia in deciding a dispute between two foreign
corporations slight.

e The transaction on which the indemnification claim
was based took place in Tarwan.

» The defendant’s products were shipped from Japan to
Taiwan, and never directly into the United States.

¢ The plaintiff was not a California resident.

« Foreign relations considerations counseled using care
in asserting jurisdiction sent greater interests by the
plaintff and California.”

Asahi can potentially be distinguished on its particu-
lar facts in many instances. If a suit involves a plaintiff
based in the United States, seeking redress under US
law for products promoted in and which end up being
sold in the United States, those facts would tend to
distinguish Asahi and suggest the reasonableness of
jurisdiction. Moreover, in the nearly 20 years since
Asahi was decided, the level of global commerce and
communication has expanded dramatically. What was
considered unreasonable by the Supreme Court in
1987 might not seem unreasonable today.

Perhaps most importantly, Federal Circuit decisions
often refuse to find that personal jurisdiction is unrea-
sonable once minimum contacts are demonstrated,
applying the five reasonableness factors individually or
in total.” Then again, a line of Federal Circuit decisions
exists holding against the exercise of personal jurisdic-
tion based on an apparent concern for overall due pro-
cess and reasonableness, particularly in the declaratory
judgment context. In Silent Drive, Inc. v. Strong Indus.,
Inc.,” no jurisdiction was found over a declaratory
judgment defendant that sent cease-and-desist letters
into a forum state that primarily involved a legal dispute
unrelated to the relevant patent. Similarly, in Hildebrand
v. Steck Mfg.,” jurisdiction was not permitted over a
declaratory judgment defendant that sent cease-and-
desist letters into a forum state and had unsuccessfully
attempted to negotiate license agreements there. The
Federal Circuit, in Red Wing Shoe Co. v Kockerson-
Halberstadt, Inc.,77 found no jurisdiction over a declara-
tory judgment defendant that sent cease-and-desist
letters into a forum state and had successfully licensed

the relevant patent to 34 non-exclusive licensees there,
but did not exercise control over the licensees’ activities
and had no dealings with them beyond the receipt of
royalties.

Considering the five reasonableness factors and the
many Federal Circuit decisions applying them, plaintiffs
have ample arguments that jurisdiction would not be
unreasonable. Of course, defendants may still find it
useful to rely on Asahi and others of its progeny cases
when grappling over whether the exercise of jurisdic-
tion would be so unreasonable as to offend traditional
notions of fair play and substantial justice.

Conclusion

Personal jurisdiction in patent infringement cases is
necessarily a fact-specific inquiry, but the legal elements
that must be fulfilled are well-established. By analyzing
and applying the legal factors and interpreting case law,
patent infringement plaintiffs and defendants can obtain
a better grasp of the arguments they must make to sup-
port or defeat jurisdiction in their particular lawsuits.
Which highlights an important truth about patent law
in general: Knowing how to enforce a patent is just as
important as knowing how to obtain one.

Notes

1. In recent years it has been largely unnecessary to assess the
issue of venue separately from personal jurisdiction. Under
current law, venue in a patent infringement action is proper
in any district where personal jurisdiction would hold. See
28 US.C. § 1391 (b-c); VE Holding Corp. v. Johnson Gas
Appliance Co., 917 F2d 1574, 1580 (Fed. Cir. 1990). The
currently pending 2007 Patent Reform Act would signifi-
cantly change venue requirements in patent cases to address
a perceived problem with forum shopping. Specifically, the
law would be amended to specify that venue in a patent
infringement action (other than a declaratory judgment ac-
tion or an action seeking review of a decision by the Board
of Patent Appeals and Interferences) lies only in a district
where either party resides or where the defendant has com-
mitted acts of infringement and has a regular place of busi-
ness. A corporation would “reside” only where its principal
place of business is located or where it is incorporated. The
purpose of this proposal is to sharply reduce the number
of places venue will lie. It appears, however, the rule that
foreign companies are deemed to reside in any district will
not be changed, and so the amendment would not affect the
choice of venue when the defendant is a foreign company.
In such cases, the issue of personal jurisdiction will continue
to be controlling as to the situs of suit. It will be important
to chart the progress of the 2007 Patent Reform Act so that
litigants in future patent infringement actions can conduct an
appropriate assessment of venue, which may need to be
distinct from the personal jurisdiction analysis.
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