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ABSTRACT

In declaratory judgment actions brought by aleged infringers against
rights holders, such as actions for declaration of invalidity or non-infringement
of intellectual property rights, courts in the U.S. have long maintained that the
sending of a cease-and-desist letter alone, absent other acts in an aleged in-
fringer’s forum, is not a sufficient basis for personal jurisdiction over the rights
holder who mailed them to the alleged infringer’s forum. Notwithstanding the
similarities between cease-and-desist letters and notifications under the Digital
Millennium Copyright Act, the Tenth Circuit Court of Appeals recently decided
that the sending of a notification alone, as opposed to a letter, does establish a
basis for persona jurisdiction over the rights holder. This article suggests, con-
trary to the decision of the Tenth Circuit, that letters and notifications should be
treated similarly. First, as a matter of doctrine, the two instruments are smilar
enough to warrant application of the same rule; if a letter does not support the
exercise of persona jurisdiction in declaratory judgment actions against the
rights holder, neither should a notification. Second, there is a common policy
reason for maintaining the same approach to the two instruments—the strong
policy favoring settlements that courts have consistently promoted. The Tenth
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Circuit’s approach defeats the policy because it discourages rights holders from
using notifications to achieve a speedy removal of allegedly infringing material
from the Internet. To avoid personal jurisdiction in the infringer’s forum, rights
holders must refrain from using a natification and are thereby deprived of the
option to stop further infringements immediately; without such an option they
are lesslikely to seek settlement before filing alawsuit. It isimportant to clarify
whether naotifications will be abasis of personal jurisdiction over arights holder
because the result will determine how practicable the use of natifications will be
for rights holders and therefore how effective the notification system will be.

TABLE OF CONTENTS

l. INTRODUCTION ...eiiiiitteeieiitreeeeitreeessasseeessssssesessssesessssssessasssesesassesens 779
1. CEASE-AND-DESIST LETTERS ...ccctiii ettt ettt svee e s 784
1. CEASE-AND-DESIST LETTERSIN THE PERSONAL

JURISDICTION INQUIRY ..euvviiiiiiiiieeiitieeeessteeeesesreeessssseesssnsssesssennsneas 790
V. THE DM CA NOTIFICATION FRAMEWORK .....cvvveiiiiveeeeciireeeeeenneeeans 800
V. PERSONAL JURISDICTION BASED ON A DM CA

NOTIFICATION IN THE DUDNIKOV CASE .....ooiieiieie et 809
VI. DMCA NOTIFICATIONSAND THE DUE PROCESS ANALYSIS........... 817
VII. A DMCA NOTIFICATION AS “A CEASE-AND-DESIST LETTER PLUS

AN ADDITIONAL ACT 1 ettt st s e st s s e e s sabe s s 824
VI, CONCLUSIONS. ..ottt cctteee ettt e s ebae e e s sbre e e s eabe e e s esnbee e s e sabeeesennnees 828

50 IDEA 777 (2010)



Setting Foot on Enemy Ground 779

l. INTRODUCTION

It matters a great deal to defendants where they are sued. If private in-
dividuas with limited resources—as opposed to large corporations with see-
mingly unlimited resources—are sued in a distant forum, they can find them-
selves unable to litigate there and thereby lose the chance to protect their rights.
Normally, defendants do not expect to face this situation because they plan their
actions to avoid exposing themselves to persona jurisdiction in inconvenient
fora. For instance, people understand that their negligent driving of a car in a
foreign country can lead to alawsuit against them in that foreign country. When
inventors obtain a patent in a foreign country, they anticipate that one day they
may need to enforce that patent through litigation in the foreign country and
perhaps even to defend the validity of the patent in a court there. But copyright
owners do not expect to wake up one day to find out that they have been sued in
a court in aforeign forum when they neither committed any acts in that forum,
nor did anything to directly affect anyone in that forum. Yet this is precisely
what they will encounter when their copyright isinfringed online, and they use a
notification under the Digital Millennium Copyright Act (the “DMCA”)* to stop
the infringement.

When their rights are infringed in a foreign forum, rights holders typi-
cally get a chance to “set foot on enemy ground” without being attacked there.
Without subjecting themselves to personal jurisdiction in the infringer’s forum,
rights holders can send cease-and-desist letters and inform the infringer of the
right holders’ rights, identity, and intentions to enforce the rights. Rights hold-
ers are protected from personal jurisdiction in the infringer’'s forum because
courts, recognizing the importance of the letters in the policing of rights by
rights holders and the seeking of settlements of disputes, do not consider such
letters to be sufficient bases for persona jurisdiction over rights holders.?
Therefore, if the aleged infringer files a declaratory judgment suit as a counte-

117 U.S.C. §512(c)(3) (2008).
2 Yahoo! Inc. v. La Ligue Contre Le Racisme Et L’ Antisemitisme, 433 F.3d 1199, 1208 (Sth
Cir. 2006) (en banc).
If the price of sending a cease and desist |etter is that the sender thereby sub-
jectsitself to jurisdiction in the forum of the aleged rights infringer, the rights
holder will be strongly encouraged to file suit in its home forum without at-
tempting first to resolve the dispute informally by means of a letter.
Id.; see also, eg., Nova Biomedical Corp. v. Moller, 629 F.2d 190, 196-97 (1st Cir. 1980);
Conwed Corp. v. Nortene, SA., 404 F. Supp. 497, 506 (D. Minn. 1975).
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rattack to the letters, courts in the alleged infringer’s forum will not extend per-
sonal jurisdiction over a non-resident rights holder® based only on the fact that
the rights holder sent a letter to the alleged infringer; the sending of aletter by
itself will not be a sufficient basis for personal jurisdiction.* Promoting the use
of letters in this manner is believed to advance judicial economy,® and although
this approach to cease-and-desist letters is not without its critics® case law is
well settled on the point.

One would assume that DMCA notifications would be treated in the
same manner in the context of personal jurisdiction because they are smilar in
function to cease-and-desist letters. Like letters, they inform the aleged in-

The Federal Circuit used the term “non-consenting out-of-state defendant,” which is certainly
more precise in this context than “non-resident rights holder.” Breckenridge Pharm., Inc. v.
Metabolite Labs., Inc., 444 F.3d 1356, 1361 (Fed. Cir. 2006). However, this article uses the
latter term for simplification and readability. It is important to emphasize that this article
concerns the problem of personal jurisdiction and discusses subject matter jurisdiction only
briefly.

However, if the letter is accompanied by other acts committed by the rights holder in the
forum jurisdiction, or if the rights holder engages in regular activities there, specific or gen-
eral jurisdiction may be extended over the non-resident rights holder based on such acts—
either alone or in combination with the letter—or activities. For a discussion of the addition-
al acts or activities see, for instance, Breckenridge, 444 F.3d at 1363-67. Additionally, bad
faith assertions of rights through a letter may subject the rights holder, or the person that
claims to be a rights holder, to persond jurisdiction in the aleged infringer’s forum as ex-
plained infra note 69.

On settlements and “the interstate judicia system’s interest in obtaining the most efficient
resolution of controversies’ see, for example, Red Wing Shoe Co. v. Hockerson-Hal berstadt,
Inc., 148 F.3d 1355, 1361 (Fed. Cir. 1998) (quoting World-Wide Volkswagen Corp. v.
Woodson, 444 U.S. 286, 292 (1980)).

For example, in the context of “non-practicing entities,” also in some instances referred to as
“patent trolls,” see Overstock.com, Inc. v. Furnace Brook, L.L.C., 420 F. Supp. 2d 1217,
1218 (D. Utah 2005) (“The question . . . arises as to whether patent trolls should be subject to
more general jurisdiction, perhaps as a way of deterring coercive baseless litigation.”). The
court further stated:

Patent trolls can more easily thrive in the environment that the Federal Cir-
cuit’s precedent has created, for they can threaten litigation against a potential
infringer in aforeign forum without fear of being subject to suit themselvesin
that forum. Thisisan unintentional ‘benefit’ that might make it reasonable to
hold that patent trolls are subject to personal jurisdiction in a foreign forum
suit based solely on cease-and-desist |etters.

Id. at 1222. But see PDK Labs, Inc. v. Friedlander, 103 F.3d 1105, 1109 (2d Cir. 1997),
where the rights holder “describe[d] his ‘business’ as seeking investments in the development
of his. .. product and negotiating royalty agreements with alleged violators of his patents.”
There, the court decided that when rights holder sent cease-and-desist letters, he actualy
“conducted business’ in the forum. Id. at 1109.
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fringer, athough indirectly through a service provider, of the existence of the
rights and the potential of enforcement action.” It is true that notifications, as
opposed to letters, also include an important component of extrgjudicia en-
forcement—the immediate takedown of the infringing material®—but it isimpor-
tant to note that this component is mandated by the statute. The rights holder
cannot avoid this component and use only the portion of the notification that is
equivalent to letters without triggering the extrgjudicial enforcement. Addition-
aly, notifications, like letters, facilitate settlement not only because they provide
alleged infringers with necessary information about the existence of the rights,
but also because they are an incentive to rights holders to settle a dispute with-
out filing a lawsuit; rights holders can avoid bearing the costs associated with
further display of the infringing material while attempting to settle the dispute.
Every unauthorized display of copyrighted materias trandates into
damages to the rights holder, and the longer the materia is accessible to the
public, the higher the damages will likely become. For instance, in the physica
world, adisplay, such as at a swap meet, is not only a simple act of infringement
in which visitors view the display; but additionaly, visitors may take photo-
graphs or make drawings of the material and replicate the material and dissemi-
nate it further. The longer the display continues, the more these additiona in-
fringements are facilitated. The rights holder incurs costs related to the exten-
sion of the display, such as the opportunity cost, e.g., lost revenues, and the
costs of investigating subsequent infringements; however, he has an opportunity
to avoid, or at a minimum mitigate, the costs by shifting them to the meet opera-
tor. Once the meet operator becomes aware of the allegations of infringement,
either through a cease-and-desist letter from the rights holder or otherwise, he
must decide, assuming he has the power to terminate the display, whether or not
he will do so. If he does not and the material is held to be infringing, he may be
held secondarily liable, and the rights holder may recover from him the costs, or
at least some of the costs, of the extended display.® Therefore, it is not to the
rights holder’s detriment to seek settlement before filing a lawsuit; even if the
infringement is not stopped immediately, he can shift to the meet operator the
costs of the extension of the display for the period in which he attempts to settle.
On the Internet, it is even more important than in the physical world that
the rights holder prevent a continuing display or avoid the costs of such a dis-
play. In cyberspace, every minute adds to the tremendous damages associated

7 Seeinfra Section IV (describing the function of the DM CA notification system).

8 17 U.S.C. 88 512(c)(1)(C), (d)(3) (2006). Other differences between notifications and letters
are analyzed infrain Section IV.

®  Fonovisa, Inc. v. Cherry Auction, 76 F.3d 259, 260-61 (Sth Cir. 1996).
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with the speedy and geographically unlimited spread of the material.*® Y et there
might be no infringer from whom the rights holder can recover the costs of the
extended cyberspace display because the liability of the “meet operator,” the
service provider, is limited by the DMCA.* Since the DMCA prevents the
rights holder from recovering damages from the service provider, it isimportant
that the rights holder be able to prevent further display himself; in cyberspace,
sending a notification is the only tool, short of filing a lawsuit, that permits him
to avoid the costs of the extended display. Therefore, if courts wish to promote
settlements in cases involving notifications to the same degree that they have
done in cases involving letters, they should permit rights holders to avoid the
costs of extended display while attempting to settle and allow them to send noti-
fications without being concerned that this act aone will expose them to per-
sonal jurisdiction in the alleged infringer’s forum.*

Notwithstanding the arguments for equa treatment for letters and noti-
fications, from the single circuit court decision that exists on point so far, it ap-
pears that DMCA notifications are not going to enjoy the same status that case
law has attached to cease-and-desist letters. The recent decision by the Tenth
Circuit in Dudnikov v. Chalk & Vermilion Fine Arts, Inc.* does not treat DMCA
notifications the same as cease-and-desist |etters in the context of personal juris-

10 As recently phrased by counsel for the U.S., “when an online media distribution system is

used . . . the number of subsequent acts of infringement by computer users who download il-
legal copies of the [work] from the origina infringer is simply unknowable.” United States
of America’ s Memorandum in Response to Defendant’s Motion to Dismiss and in Defense of
the Constitutiondity of the Statutory Damages Provision of the Copyright Act, 17 U.S.C.
§ 504(c) at 27, Capitol Records, Inc. v. Alaujan, 626 F. Supp. 2d 152 (D. Mass. 2009) (Nos.
03-cv-11661-NG, 07-cv-11446-NG).

The safe harbor provisions of the DMCA “protect qualifying service providers from liability
for all monetary relief for direct, vicarious and contributory infringement.” S. Rep. No. 105-
190, at 20 (1998). The provisions “leav[€] copyright owners with limited injunctive relief.”
lo Group, Inc. v. Veoh Networks, Inc., 586 F. Supp. 2d 1132, 1142 (N.D. Cal. 2008). On the
guestion whether the DMCA indeed provides a safe harbor to service providers who would
be held vicarioudly liable see Jane C. Ginsburg, Separating the Sony Sheep from the Grokster
Goats: Reckoning the Future Business Plans of Copyright-Dependent Technology Entrepre-
neurs, 50 Ariz. L. Rev. 577, 600-02 (2008).

In a “physical world” example, the rights holder’'s options are either 1) send a letter and
attempt to settle, or 2) filealawsuit. In either case, the rights holder will not bear the costs of
extended display because either 1) the costs will be shifted to the meet operator, or 2) the in-
fringement will be stopped by the court. The rights holder wins either way and can freely
choose. In cyberspace, option 1) does not exist, and the rights holder’ s choices are limited to
either 1) file a DMCA natification and stop the infringement immediately, or 2) file a law-
suit.

18 514 F.3d 1063 (10th Cir. 2008).

11

12
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diction.** The decision concerned a case in which the plaintiff, the alleged in-
fringer, filed an action for declaration of non-infringement of defendant’s copy-
right; the plaintiff claimed that the court had specific jurisdiction over the de-
fendants, a copyright holder and its agent, based on their use of eBay’'s “Veri-
fied Rights Owner” program (the “VeRO program”),”* a program established
under the DMCA safe harbor provisions,* through which they filed a notifica-
tion and effectuated a removal of an auction of the allegedly infringing product.
The defendants argued inter alia that the notification under the VeRO program
was comparable to a cease-and-desist letter and thus should not have subjected
them to personal jurisdiction absent other activity in the forum; however, the
Tenth Circuit” disagreed and concluded that the notification presented a suffi-
cient basis for personal jurisdiction under the constitutional due process analy-
sis.®®* According to the court, the notification was an act purposefully directed at
residents of the forum, plaintiff’s injuries arose out of this act, and there was
nothing to suggest that extending jurisdiction over the non-resident defendants
in this case would be inconsistent with traditional notions of fair play and sub-
stantia justice.”®

This article analyzes the doctrinal and policy reasons for which DMCA
notifications should be treated like cease-and-desist letters in the personal juris-
diction inquiry. First, the article considers the role of cease-and-desist lettersin

14 1d. at 1082.
15 1d. at 1069.

® How eBay Protects Intellectual Property (VeRO), http://pages.ebay.com/hel p/tp/programs-
vero-ov.html (last visited on Mar. 28, 2010).

The Tenth Circuit was deciding an appeal from the U.S. District Court for the District of
Colorado, where the plaintiffs filed the suit. They claimed that persona jurisdiction over the
rights holders arose in the District of Colorado because the rights holders knew of plaintiffs
location in Colorado and therefore the effect of the DMCA notification was purposefully di-
rected at Colorado. Dudnikov, 514 F.3d at 1076-77. For a detailed analysis of the case see
infra Section V.

The same due process analysis applies under the Fifth and the Fourteenth Amendments. See
Stomp v. NeatO, L.L.C., 61 F. Supp. 2d 1074, 1077 n.3 (C.D. Cal. 1999).

The Supreme Court’s opinion in Pennoyer [v. Neff, 95 U.S. 714 (1877)] ap-
plied the due process clause of the Fourteenth Amendment to the exercise of
personal jurisdiction by the courts of the severa states, and therefore to feder-
al courts sitting in diversity. But the same due process analysis applies to fed-
eral courts in federal question cases, such as this, under the Fifth Amend-
ment's due process clause.

17

18

Id.

% Dudnikov v. Chak & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1079-80, 1082 (20th Cir.
2008).
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intellectua property disputes; it discusses the reasons why rights holders use
them and the effects they have on alleged infringers. Second, the article outlines
the rationale used by courts when they consider letters as a possible basis for
personal jurisdiction over anon-resident rights holder. Third, the article turnsto
DMCA notifications, and while focusing on the issues of personal jurisdiction,
reviews the content of the respective provisions of the DMCA and the relevant
legidlative history; it explains the instrument of notifications and identifies and
analyzes differences between notifications and letters that have been reflected in
the discussions of personal jurisdiction based on natifications. Fourth, the ar-
ticle reviews the Dudnikov case; it outlines arguments raised by the parties in
the case and highlights specific points in both the district and circuit court deci-
sions relevant to the present discussion. Finadly, this article confronts the argu-
ments set forth by the Tenth Circuit in Dudnikov with the rationale used in cases
concerning cease-and-desist |etters; based on this analysis, this article concludes
that notifications should be treated in the same manner as letters when condi-
tions of persona jurisdiction are being evaluated. If cease-and-desist letters
alone do not warrant personal jurisdiction in a declaratory judgment action, then
neither should DM CA notifications.

1. CEASE-AND-DESIST LETTERS

Although not exclusive to the area of intellectual property, cease-and-
desist letters are frequently utilized in disputes concerning intellectual property
and represent an important feature of the intellectual property law landscape.
Letters may have a number of effects: they may be instrumental in commencing
settlement negotiations or serve as an impetus for licensing discussions; in pa
tent cases they may trigger the filing of reexamination requests or declaratory
judgment actions and assist in eliminating “bad” patents from some of the over-
patented fields of technology. Letters may also mobilize their addresseesto take
steps in preparation for a potential lawsuit and initiate development of alterna
tive brands, products, and design-around technol ogies.

The important informational value and status of letters as potentia in-
itiators of settlements have led to their special treatment in the personal jurisdic-
tion inquiry: courts have repeatedly confirmed that a cease-and-desist |etter by
itself, absent other acts in the forum, will not present a sufficient basis for the
exercise of persona jurisdiction over a non-resident rights holder in a declarato-
ry judgment action® Or, stated differently, when the aleged infringer files a

2 See eg., Red Wing Shoe Co. v. Hockerson-Halberstadt, Inc., 148 F.3d 1355, 1361 (Fed. Cir.
1998) (“[C]ease-and-desist |etters alone do not suffice to justify personal jurisdiction.”); Ge-
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declaratory judgment suit, he cannot rely solely on the cease-and-desist letter to
establish personal jurisdiction over the rights holder; something else, in addition
to the letter, must exist—some other act or activity by the rights holder in the
forum of the alleged infringer that, combined with a letter, will allow the court
to extend its jurisdiction over the non-resident rights holder.

The result of the persona jurisdiction inquiry does not depend on any
particular language used in cease-and-desist letters. This flexibility is different
from the approach in the subject matter jurisdiction inquiry, which, at least until
recently through the application of the “reasonable apprehension of suit” test,
mandated the content that such letters had to avoid in order not to create a basis
for subject matter jurisdiction over the rights holder.? Therefore, certainly until
Medimmune, Inc. v. Genentech, Inc.,? the careful phrasing of letters could avoid
subject matter jurisdiction in the alleged infringer’s forum.?* Since the test for
personal jurisdiction has been much more flexible about the particular language
used in the letters, the definition of cease-and-desist letters—also known as in-
fringement letters or demand letters—for purposes of the present discussion
includes notice letters that are skillfully crafted to avoid subject matter jurisdic-

netic Implant Sys., Inc. v. Core-Vent Corp., 123 F.3d 1455, 1458 (Fed. Cir. 1997)
(“[S]ending infringement letters, without more activity in a forum state, is not sufficient to
satisfy the requirements of due process.”); see also David Levine, Practice Commentary—
The Potentially Perilous Cease and Desist Letter, NYSBA ENT., ARTS & SPORTS L. J,
Fall/Winter 2005, Vol. 16, No. 3, at 16, 16-17. Compare certain district court decisions in
which personal jurisdiction was extended based on cease-and-desist letters. E.g., Wise v.
Lindamood, 89 F. Supp. 2d 1187, 1192 (D. Colo. 1999); Bounty-Full Entm’t, Inc. v. Forever
Blue Entm’t Group, Inc., 923 F. Supp. 950, 956 (S.D. Tex. 1996); Dolco Packaging Corp. v.
Creative Indus,, Inc., No. 86-3078-WMB, 1986 WL 84366, at *2 (C.D. Cal. 1986).

Genetic Implant, 123 F.3d at 1458 (“Other activities are required in order for a patentee to be
subject to personal jurisdiction in the forum.”). On the various additional acts, see infra Sec-
tion V1.

2 Michael Weinstein, The Fate of the Federal Circuit's “ Reasonable Apprehension” Standard
in Patent Suits for Declaratory Judgment Following Medimmune, Inc. v. Genentech, Inc.,
127 S.Ct. 764 (2007), 76 U. CIN. L. Rev. 681, 704 (2008).

3 549 U.S. 118 (2007).

2|t has been suggested that following Medimmune, the specific wording of cease-and-desist
letters should become less important even for purposes of subject matter jurisdiction. See
Weinstein, supra note 22, at 704 (2008) (“Now that the Medlmmune decision has removed
those artificial barriers [of the ‘reasonable apprehension of suit’ test], it will be more difficult
to avoid invoking declaratory judgment jurisdiction because courts will ook beyond practi-
tioners' words and will consider the meaning behind the words.”). On the relevance of the
contents of letters in the subject matter jurisdiction inquiry in declaratory judgment cases
prior to Medlmmune, seeid. at 689, 703. For the situation post Medlmmune see an overview
of cases in Hewlett-Packard Co. v. Acceleron L.L.C., 601 F. Supp. 2d 581, 587-88 (D. Del.
2009).

21
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tion, and generally any communications from rights holders to alleged infringers
in which the holders inform the alleged infringers of the existence of the rights
and the fact that the holders claim such rights. The communications may aso
point to potential aleged infringements and implicitly indicate or explicitly de-
mand that the infringer cease the allegedly infringing activity and desist from it
in the future® In the context of persond jurisdiction, courts have found no rea-
son to treat communications differently because they contained an offer of a
license,® a demand of a settlement,?” or an explicit threat of alawsuit.?
Although cease-and-desist letters are often used as sincere attempts to
achieve settlements, it would certainly be naive to view them only as such.
While some rights holders may indeed have such peaceful solutions in mind,
others send the letters merely in preparation for lawsuits, since substantive and
procedural laws incentivize rights holders to inform aleged infringers of in-
fringements in advance of filing suit.* For instance, a patent holder will want to
make potentia infringers aware of the infringement so that the infringer may
thereafter be found to have infringed willfully, giving the rights holder the pos-
sibility of obtaining treble damages and attorneys fees if he is eventually suc-
cessful with his claims; aso, if they are sent to a contributory infringer, letters
can supply the foundation necessary to impute intent for afinding of contributo-
ry infringement.®* Similarly, the Copyright Act provides for enhanced statutory
damages in cases of willful infringement,® and punitive damages may be

3 See, for example, the court’s comments on letters that contained an “implication of infringe-

ment” in Breckenridge Pharmaceutical, Inc. v. Metabaolite Laboratories, Inc., 444 F.3d 1356,
1367 n.8 (Fed. Cir. 2006).

% Hildebrand v. Steck Mfg. Co., 279 F.3d 1351, 1353 (Fed. Cir. 2002); Red Wing Shoe Co. v.
Hockerson-Halberstadt, Inc., 148 F.3d 1355, 1361 (Fed. Cir. 1998) (“Treating such hybrid
cease-and-desist letters differently would also be contrary to fair play and substantial justice
by providing disincentives for the initiation of settlement negotiations.”). But see PDK Labs,
Inc. v. Friedlander, 103 F.3d 1105 (2d Cir. 1997), for a case in which communications with
the alleged infringer were found to have a character more of a solicitation of business than of
acease-and-desist letter. 1d. at 1109.

27 Integrity Mgmt. of Florida, L.L.C. v. Dental WebSmith, Inc., No. 4:08CV 3079, 2008 WL
4372878, at *5 (D. Neb. Sept. 19, 2008).

% Hildebrand, 279 F.3d at 1353. But the fact that the rights holder did not specify the forum of
the alleged infringer as the forum of the threatened lawsuit did play arole in the Second Cir-
cuit’s decision that the letter did not represent a “purposeful availment” of that forum. Bea
con Enters,, Inc. v. Menzies, 715 F.2d 757, 766 (2d Cir. 1983); seeinfra Part I11.

®  seeinfra notes 30-34.

% See eg., Ocean Innovations, Inc. v. Archer, 483 F. Supp. 2d 570, 583 (N.D. Ohio 2007);
Pickholtz v. Rainbow Techs., Inc., 260 F. Supp. 2d 980, 988 (N.D. Cal. 2003).

8L 17 U.S.C. §504(c)(2) (2006).
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awarded for willful common law copyright infringements.** Although letters are
not indispensable for establishing willful or contributory infringement, they are
helpful if no other proof is available® On the procedura side, letters can be
instrumental in the preservation of evidence; if phrased sufficiently, letters may,
under appropriate circumstances, trigger an obligation for the alleged infringer
to preserve data for the impending lawsuit.®*

While letters have the advantages for rights holders and disadvantages
for potential infringers just mentioned, they also carry other substantial negative
effects for their addressees; in some industries, entities deemed to be infringing
may be targeted by hundreds of such letters every month. Intel, for example,
receives about 100 to 150 assertions per month by persons claiming to hold pa-
tents that Intel allegedly infringes, and it costs Intel three to five million dollars
ayear to dea with the assertions.® This amount is not spent simply on statio-
nery and stamps to answer the assertions; rather, it is expended in a series of
actions resulting from the strategy that Intel or any other alleged infringer em-
ploys in defending against cease-and-desist letters. Every alleged infringer must
evaluate claims raised in letters, decide whether the letters should be answered
and in what manner, decide whether or not to obtain an attorney’s opinion letter,
prepare for a lawsuit, and perhaps initiate a search for aternatives and the de-
velopment of design-around technologies. Whether the letters and claims there-

%2 Although such instances are rare, they exist. See, eg., Bridgeport Music, Inc. v. Justin

Combs Publ’g, 507 F.3d 470, 475 (6th Cir. 2007). One of the copyrights at issue was a
common law copyright to a sound recording released in 1972; consequently, compensatory
and punitive damages were awarded. |d. at 476-77.

3 Janel Russdl Designs, Inc. v. Mendelson & Assocs,, Inc., 114 F. Supp. 2d 856, 862 n.2 (D.
Minn. 2000) (noting that the fact that the plaintiff sent a cease-and-desist letter “bolsters
plaintiff’s allegations of intentional infringement”). In atrademark context see, for example,
Dakota Indus., Inc. v. Dakota Sportswear, Inc., 946 F.2d 1384, 1391 (8th Cir. 1991).

3 CacheLaPoudre Feeds, L.L.C. v. Land O’ Lakes, Inc., 244 F.R.D. 614, 623 (D. Coalo. 2007).

[A] demand letter alone may be sufficient to trigger an obligation to preserve
evidence and support a subsequent motion for spoliation sanctions. . . .

... [A] party’s duty to preserve evidence in advance of litigation must be
predicated on something more than an equivocal statement of discontent, par-
ticularly when that discontent does not crystalize [sic] into litigation for nearly
two years.

Id. But cf. HON. WiLLIAM W ScHWARZER, HON. A. WALLACE TASHIMA, JAMES M.
WAGSTAFFE, PrAcCTICE GuiDE: FEDERAL CiviL ProcebpurRe BEFORE TRIAL Ch.
11(N(C)(1)(a)(2) (National ed. 2009) (“It is not clear whether a demand letter (or a cease-
and-desist letter), by itself, is enough to trigger the duty to preserve.”).

%5 Bruce Sewell, General Counsdl, Intel, Remarks at the Conference: The Federa Circuit Visits
the Valley (Nov. 5, 2008) (notes on file with author).
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in are substantiated or not, their effects are very costly for addressees; further
damage may be caused by an interruption in sales if the alleged infringer de-
cides to take such a measure as a precaution.

The effects of cease-and-desist letters easily explain why their addres-
sees are eager to clarify the situation, “clear the air of infringement charges,”*
and sometimes opt to preempt an impending infringement suit by filing first for
adeclaratory judgment that will relieve them of liability.* However, in addition
to being guided by a desire to arrive at a quick and definite resolution to clarify
their position with respect to the rights holders and protect their business and
reputation, the alleged infringers may also wish to file first to secure the forum
of their choice. They are likely to file in a forum where it might be advanta-
geous to them, which will very likely, although not necessarily aways, be the
forum of their residence,® and thus preempt any suit filed in a forum that would
be unfavorable to their cause.® $till, their choice will be limited by the availa-
bility of persona jurisdiction over the rights holders. Courts will not find per-
sonal jurisdiction in a forum in which the rights holders' activity was limited to
addressing cease-and-desist | etters to the forum; the aleged infringers must find
other fora in which personal jurisdiction over the rights holders can be estab-
lished.*

% Red Wing Shoe Co. v. Hockerson-Halberstadt, Inc., 148 F.3d 1355, 1360 (Fed. Cir. 1998).

87 Kimberly A. Moore, Forum Shopping in Patent Cases: Does Geographic Choice Affect
Innovation?, 79 N.C. L. Rev. 889, 920 (2001) (“There is a perception that the infringer will
achieve an advantage by filing a declaratory judgment action against the patentee, rather than
waiting for the patentee to file an infringement suit.”).

% The Ninth Circuit viewed the issue unequivocally in Roth v. Garcia Marquez, 942 F.2d 617,
624 (9th Cir. 1991) (“[N]o doctorate in astrophysics is required to deduce that trying a case
where one livesis amost always a plaintiff’s preference.”).

Moore, supra note 37, at 920 (“In cases in which the defendant was able to choose the forum
(as with declaratory judgment actions) rather than the patent holder (asin infringement suits),
there was a significant difference in outcome: the defendant is much more likely to win when
it selects the forum.”).

An important problem here is the question of personal jurisdiction over a non-U.S. patent
holder with no presence in the U.S., which was raised in Avocent Huntsville Corp. v. Aten In-
ternational Co., 552 F.3d 1324 (Fed. Cir. 2008), cert. denied, 129 S. Ct. 2796 (2009), and
again most recently in Autogenomics, Inc. v. Oxford Gene Techology Ltd., 566 F.3d 1012
(Fed. Cir. 2009). In both decisions, the court’s mgjority stated that if no other fora with gen-
eral or specific jurisdiction over the foreign patentee exist, the U.S. District Court for the Dis-
trict of Columbia aways has jurisdiction over the foreign patentee under 35 U.S.C. § 293.
Avocent, 552 F.3d at 1339; Autogenomics, 566 F.3d at 1021. Section 293 says that “[t]he
court shall have the same jurisdiction to take any action respecting the patent or rights the-
reunder that it would have if the patentee were personaly within the jurisdiction of the
court.” 35 U.S.C. §293 (2006). On the discussion of the scope of section 293, specifically

39

40
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Cease-and-desist |etters alone, absent additional acts committed in the
forum, are very unlikely to establish general jurisdiction, which requires * conti-
nuous and systematic” contacts with the forum,* and, as explained below, courts
have found letters to be insufficient grounds for specific jurisdiction as well.*
There are actualy very few casesin which courts have fully outlined their ratio-
nale for this conclusion; their analyses often leave letters aside, briefly noting
that letters by themselves are simply not enough, and concentrate on other con-
tacts that rights holders have with the forum that are sufficient per se for finding
personal jurisdiction.® The next section uses the sometimes fragmentary dis-
cussions in court decisions to reconstruct the analysis of letters as a potential
basis of persona jurisdiction; it follows the structure of the test for personal
jurisdiction over a non-resident defendant.

whether declaratory judgment suits are covered by the provision, see, for example, National
Patent Development Corp. v. T.J. Smith & Nephew Ltd., 877 F.2d 1003, 1006-07 (D.C. Cir.
1989) (reviewing three previous decisions; none of them concerned claims of patent non-
infringement, invalidity or unenforceability, but al indicated that declaratory judgments
would be covered by §293). Similarly, the issue was aso discussed in Purdue Research
Foundation v. Sancfi-Synthelabo, SA., 332 F. Supp. 2d 63, 67-68 (D.D.C. 2004) (reviewing
the five cases reported up to that time). In Jeckson Electric Co. v. GPE International Ltd.,
No. 1:03-cv-01317-RCL (D.D.C. Sept. 12, 2005), the court found jurisdiction over a non-
resident defendant under section 293 in the case involving claims for patent invalidity, unen-
forceability, and non-infringement and tortious interference with business relations. 1d.
Eventually, the case was dismissed with prejudice. 1d.

4l Helicopteros Nacionales de Colombia, S.A. v. Hall, 466 U.S. 408, 416, 421 (1984).

42 Compare this to certain district court cases finding jurisdiction based on cease-and-desist
letters. See Wise v. Lindamood, 89 F. Supp. 2d 1187, 1192 (D. Colo. 1999); Bounty-Full
Entm’t, Inc. v. Forever Blue Entm’t Group, Inc., 923 F. Supp. 950, 956 (S.D. Tex. 1996);
Dolco Packaging Corp. v. Creative Indus., Inc., No. 86-3078-WMB, 1986 WL 84366, at *2
(C.D. Cdl. 1986). Compare also PDK Labs, Inc. v. Friedlander, 103 F.3d 1105 (2d Cir.
1997), where the communications with the aleged infringer were considered more as solici-
tations of business than cease-and-desist letters. Id. at 1109. On the difficulty of distinguish-
ing the specific and genera jurisdictions in some factual scenarios see Linda Sandstrom Si-
mard, Meeting Expectations: Two Profiles for Specific Jurisdiction, 38 IND. L. Rev. 343
(2005).

As noted by Judge Newman in her dissent in Avocent Huntsville Corp. v. Aten International
Co., “[a]ll considerations must be weighed, not in isolation, but together, in deciding whether
the forum can, and should, entertain the suit.” 552 F.3d 1324, 1344 (Fed. Cir. 2008) (New-
man, J., dissenting), cert. denied, 2009 U.S. LEXIS 4479, No. 08-1258 (S. Ct. June 15,
2009).

43
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[Il.  CEASE-AND-DESIST LETTERSIN THE PERSONAL JURISDICTION
INQUIRY

Although cease-and-desist letters are not exclusive to patent matters,
and disputes over personal jurisdiction based on such letters are not limited to
patent litigation, most of the recent court decisions concerning the issue arise in
patent declaratory judgment actions. This explains the prevalence of citationsto
decisions in patent cases, and therefore mostly to decisions by the Federal Cir-
cuit Court of Appeals, not only in court opinions in patent cases but also in cas-
es outside the patent law field. Similarly, this section also relies heavily on ana-
lyses provided by the Federal Circuit in decisions concerning patent matters. It
is debatable whether the conclusions reached on the issue were in any way
shaped by the fact that the relevant case law originated in this particular area at a
time when its application was perceived by some commentators as favoring
rights holders.* In any event, courts ruled in favor of rights holders and that is
where the law now stands: If the rights holder’s contacts with the forum are
limited to addressing cease-and-desist |etters to the forum, no personal jurisdic-
tion over the rights holder will be found in the forum in a declaratory judgment
action filed against him.*

This section summarizes courts analyses of the issue based on the indi-
vidual steps of the personal jurisdiction inquiry as outlined by International
Shoe Co. v. Washington.” In order for personal jurisdiction over a non-resident
defendant to be established, the defendant must have some “minimum contacts”
with the forum such that “the maintenance of the suit does not offend * tradition-
a notions of fair play and substantial justice.’”* The “minimum contacts’ step
of the test is satisfied if the defendant purposefully avails himself of the forum
or “‘purposefully directed’ his activities at residents of the forum” and the litiga-
tion arises out of or is related to those activities.® However, before this due

4 It has been repeatedly contested whether the Federal Circuit had asserted a pro-patentee
position on a number of issues. For commentary on the debate see, for example, John M.
Golden, The Supreme Court as “ Prime Percolator” : A Prescription for Appellate Review of
Questionsin Patent Law, 56 UCLA L. Rev. 657, 678-79 (2009).

% E.g., Red Wing Shoe Co. v. Hockerson-Hal berstadt, Inc., 148 F.3d 1355, 136061 (Fed. Cir.
1998).

4% 326 U.S. 310 (1945).

4 1d. at 316.

4 Burger King Corp. v. Rudzewicz, 471 U.S. 462, 472—73 (1985). The Federal Circuit applies
its own test to all cases in which “the personal jurisdictional inquiry is ‘intimately involved
with the substance of the patent laws,”” including declaratory judgment actions involving pa-
tents. Elecs. for Imaging, Inc. v. Coyle, 340 F.3d 1344, 1348 (Fed. Cir. 2003) (quoting Akro
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process inquiry is conducted,” it must be established that personal jurisdiction is
authorized by a state long-arm statute, which may be narrower in scope than the
due process framework and therefore render any further inquiry unnecessary.®
In some states the provisions of long-arm statutes have been found to be co-
extensive with the limits of due process,> which has been interpreted as result-
ing in the entire personal jurisdiction inquiry collapsing into a single determina
tion of whether extending personal jurisdiction over the defendant comports
with the due process requirement.>

49

50

51

52

Corp. v. Luker, 45 F.3d 1541, 1543 (Fed. Cir. 1995)); Silent Drive, Inc. v. Strong Indus.,
Inc., 326 F.3d 1194, 1201 (Fed. Cir. 2003). The test follows the due process anaysis; it re-
quires that courts examine whether 1) the defendant purposefully directed its activities at res-
idents of the forum, 2) the claim arises out of or relates to the defendant’s activities with the
forum, and 3) the assertion of persona jurisdiction is reasonable and fair. Red Wing Shoe
Co. v. Hockerson-Halberstadt, Inc., 148 F.3d 1355, 135960 (Fed. Cir. 1998).

See Stomp v. NeatO, L.L.C., 61 F. Supp. 2d 1074, 1077 n.3 (C.D. Cal. 1999).

The Supreme Court’s opinion in Pennoyer [v. Neff, 95 U.S. 714 (1877)], ap-
plied the due process clause of the Fourteenth Amendment to the exercise of
personal jurisdiction by the courts of the several states, and therefore to feder-
al courts sitting in diversity. But the same due process analysis applies to fed-
eral courts in federal question cases, such as this, under the Fifth Amend-
ment’ s due process clause.

Id.

Jeffrey A. Van Detta & Shiv K. Kapoor, Extraterritorial Personal Jurisdiction for the Twen-
ty-First Century: A Case Sudy Reconceptualizing the Typical Long-Arm Satute to Codify
and Refine International Shoe After its First Sixty Years, 3 SEToN HALL CIR. Rev. 339, 346
(2007) (“[S]tate legislatures enacted [long-arm statutes] with the belief that they were allow-
ing for the exercise of personal jurisdiction to the limits of due process. However, the sta-
tutes actually did not do so.”). On “possible ‘gaps between the extent of jurisdiction a-
lowed by the New York [long-arm] statute and that permitted by [D]ue [P]rocess’ see, for
example, Best Van Lines, Inc. v. Walker, 490 F.3d 239, 245 n.8 (2d Cir. 2007).

For example, Alabama, California, Illinois, Texas, Utah, Washington have, but New Y ork
has not. Douglas McFarland, Dictum Run Wild: How Long-Arm Statutes Extended to the
Limits of Due Process, 84 B.U. L. Rev. 491, 496, 527, 530-31 (2004).

As of 2004:

[o]f the thirty states that have limited, enumerated-acts long-arm statutes, the
courts of only eighteen of those states interpret their statutes; the courts of the
other twelve states assert that their enumerated-acts statutes reach the limits of
due process. Of the twenty states that have statutes that expressly reach the
limits of due process, six states have comprehensive no-limits statutes, and the
other fourteen have enumerated-acts statutes with added catch-all no-limits
clauses.

Id. at 540.
For historical development of this approach and its criticism see McFarland, supra note 51.
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Long-arm statutes typically contain three provisions that may be consi-
dered in cases involving cease-and-desist letters; stated in a smplified manner,
personal jurisdiction may be permitted over the defendant in actions arising out
of defendant’s conduct of “transacting business,”* “committing a tortious act,”>
or “causing injury”* in the forum.*® Some courts have found cease-and-desist
letters to constitute the “transacting of business’ in the forum of the aleged in-
fringer; their reasoning often points to a 1980 decision by the First Circuit in
Nova Biomedical Corp. v. Moller,> where the court opined that sending letters
“can, in certain circumstances, constitute the transaction of business within the

% Eg.,N.Y.CP.L.R. §302(a)(1) (Consol. 2009).

Asto acause of action arising from any of the acts enumerated in this section,
acourt may exercise personal jurisdiction over any non-domiciliary, or his ex-
ecutor or administrator, who in person or through an agent . . . transacts any
business within the state or contracts anywhere to supply goods or servicesin
the state.

ld.
% E.g.,N.Y.CP.L.R. §302(a)(2) (Consol. 2009).

Asto acause of action arising from any of the acts enumerated in this section,
acourt may exercise personal jurisdiction over any non-domiciliary, or his ex-
ecutor or administrator, who in person or through an agent . . . commits a tor-
tious act within the state, except as to a cause of action for defamation of cha-
racter arising from the act.

ld.
® E.g.,N.Y.CP.L.R. §302(a)(3) (Consol. 2009).

Asto acause of action arising from any of the acts enumerated in this section,
acourt may exercise persona jurisdiction over any non-domiciliary, or his ex-
ecutor or administrator, who in person or through an agent . . . commits a tor-
tious act without the state causing injury to person or property within the state,
except as to a cause of action for defamation of character arising from the act,
if he (i) regularly does or solicits business, or engages in any other persistent
course of conduct, or derives substantial revenue from goods used or con-
sumed or services rendered, in the state, or (ii) expects or should reasonably
expect the act to have consequences in the state and derives substantial reve-
nue from interstate or international commerce.

Id.

A case from the 1970s exists in which assertion of patent rights through an infringement
letter was found to constitute use of personal property warranting jurisdiction under the long-
arm statute of Minnesota. Imperial Prods., Inc. v. Zuro, 176 U.SP.Q. (BNA) 172, 175 (D.
Minn. 1971). But see Conwed Corp. v. Nortene, SA., 404 F. Supp. 497, 505 (D. Minn.
1975), where the court called the notion that “ patents are ‘situated in” Minnesota’ a“dubious
proposition.”

57 629 F.2d 190 (1st Cir. 1980).

56
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meaning of the Massachusetts long-arm statute.”® However, most decisions
since Nova Biomedical have not considered letters to constitute the transacting
of business; for instance, in Hildebrand v. Seck Manufacturing Co.,* the Feder-
a Circuit viewed a cease-and-desist letter as a “mere solicitation of business by
a foreign person [that] does not congtitute transacting business’ in the forum,®
and as long as the letter represents only “a cursory attempt at soliciting busi-
ness’® and does not create any “binding obligation” in the forum,* it does not
survive the subsegquent due process analysis. Similarly, the Second Circuit has
not found cease-and-desist letters to be the kind of acts that could be deemed
transactions of business.®®

An allegation of an injury caused by cease-and-desist letters was suffi-
cient for the court in Breckenridge Pharmaceuticals, Inc. v. Metabolite Labora-
tories, Inc.% to conclude that the Florida long-arm statute “causing injury” pro-
vision was satisfied;* however, in the same case the court decided that the send-
ing of cease-and-desist letters is unlikely to congtitute the “committing of ator-
tious act” under the Floridalong-arm statute because the “letters . . . may qualify
as protected communications under federal patent law and thus may not be tor-
tious.”® Yet the “tortious nature” of the letters might be irrelevant in this con-
text; asthe Ninth Circuit noted in Yahoo! Inc. v. La Ligue Contre Le Racisme Et
L’ Antisemitisme,®” requiring that the act be wrongful would produce absurd con-
sequences because “if [only] an alegedly wrongful act were the basis for juris-
diction, a holding on the merits that the act was not wrongful would deprive the
court of jurisdiction.”®

% 1d. a197.

% 279 F.3d 1351 (Fed. Cir. 2002).

% |d. at 1354-55. Naturally, additional contacts with the forum might warrant application of
the “transacting business’ provision; however, letters by themsel ves will not suffice. See al-
so Graphic Controls Corp. v. Utah Med. Prods., Inc., 149 F.3d 1382, 1387 (Fed. Cir. 1998)
(stating that the particular letters at issue were “ of insufficient quality and degree to be consi-
dered the ‘transaction of business’ under New Y ork law”).

51 Breckenridge Pharm., Inc. v. Metabolite Labs., Inc., 444 F.3d 1356, 1363 (Fed. Cir. 2006).

% Hildebrand , 279 F.3d at 1356.

% Beacon Enters,, Inc. v. Menzies, 715 F.2d 757, 766 (2d Cir. 1983).

5 444 F.3d 1356 (Fed. Cir. 20086).

% |d. at 1361.

% d.

57 433 F.3d 1199 (9th Cir. 2006) (en banc).
% |d. at 1208.
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Good faith assertions of patent rights do not give rise to tort liability,*®
and there is also a strong presumption that assertions of rights by a patent holder
are in good faith;” however, this does not warrant an a priori exclusion of
cease-and-desist letters from potentialy tortious acts that may be bases for per-
sonal jurisdiction. In any event, regardless of the result of this particular in-
quiry, letters are likely to fail once the nexus between the act and the declaratory
judgment claims are assessed, as explained below.

In addition to comporting with one of the provisions of a state long-arm
statute, the act by the defendant must also pass the due process analysis, which
is premised on the proposition that when defendants act, they can predict wheth-
er and where their acts may expose them to jurisdiction, and based on this pre-
dictability they may “structure their primary conduct with some minimum as-
surance as to where that conduct will and will not render them liable to suit.”™*
Some initiative is thus expected on the part of the defendant; defendant’s acts
must be voluntary, not that of someone else,” and defendant’s conduct that is
only anecessary reaction to plaintiff’s actions will not suffice.”® Whether the act
is described as a “ purposeful availment”” or a “purposeful direction,”” it must
be an act initiated by the defendant that leads to the exercise of personal juris-
diction in the forum. Additionally, the act must represent either “significant
activities’ or create “continuing obligations” in the forum.” Here the obvious
problem is that cease-and-desist letters cannot be viewed as acts undertaken
voluntarily by the rights holder; they are in fact instigated by the alleged in-
fringer’s activity in the forum. Although the Federal Circuit has found that by

5 Globetrotter Software, Inc. v. Elan Computer Group, Inc., 362 F.3d 1367, 1377 (Fed. Cir.
2004) (“The federal patent laws preempt state laws that impose tort liability for a patenthold-
er's [sic] good faith conduct in communications asserting infringement of its patent and
warning about potential litigation.”).

™ C.R. Bard, Inc. v. M3 Sys,, Inc., 157 F.3d 1340, 1369 (Fed. Cir. 1998) (“The law recognizes
a presumption that the assertion of a duly granted patent is made in good faith, . . . this pre-
sumption is overcome only by affirmative evidence of bad faith.”); see also Golan v. Pingel
Enter., 310 F.3d 1360, 1370-71 (Fed. Cir. 2002).

™ World-Wide Volkswagen Corp. v. Woodson, 444 U.S. 286, 297 (1980).

2 See, eg., Burger King Corp. v. Rudzewicz, 471 U.S. 462, 476 n.17 (1985).

™ Nowak v. Tak How Invs,, Ltd., 94 F.3d 708, 716 (1st Cir. 1996) (“[The] two focal points are
voluntariness and foreseeability.”).

™ Hanson v. Denckla, 357 U.S. 235, 253 (1958).

™ Keeton v. Hustler Magazine, Inc., 465 U.S. 770, 774 (1984). Some courts interpret Interna-
tional Shoe and its progeny as requiring defendant’ s “purposeful availment” of the forum for
contract claims, and “purposeful direction” of defendant’s activities at the forum for tort
claims. Schwarzenegger v. Fred Martin Motor Co., 374 F.3d 797, 802 (9th Cir. 2004).

8 Burger King Corp. v. Rudzewicz, 471 U.S. 462, 475-76 (1985).
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sending cease-and-desist letters rights holders purposefully directed their activi-
ties at residents of the forum,” it is questionable whether the court’s analysis
took into account the voluntariness aspect of the due process requirement or
merely sought compliance with the literal meaning of the first factor of the test,
which would not appear to fully embody the aspect of voluntariness required
under the due process analysis.

While the Federal Circuit views cease-and-desist letters as voluntary
actsdirected at an alleged infringer’s forum because that is the destination of the
letters, the Second Circuit actually has promoted a compelling argument that has
led it to a contrary conclusion. In Beacon Enterprises, Inc. v. Menzies,” the
court found the fact that the letter was sent to the forum not to be dispositive but
instead focused on the content of the letter and pointed out that it did not specify
the forum of the threatened litigation—in fact, in this particular case, it did not
even specify the location of the alleged infringement.” The court reasoned that
by not threatening a lawsuit in the aleged infringer’s forum, the rights holder
did not invoke “the benefits and protections’ of the forum and therefore did not
purposefully avail himself of the forum.2 Application of this reasoning would
solve the personal jurisdiction dispute in most if not all cases involving cease-
and-desist letters because it is likely that the rights holder would not mention the
alleged infringer’ sforum in aletter if he wished to avoid litigation there.

The second factor of the due process test, the nexus between defen-
dant’s acts and declaratory judgment claims, is also problematic; long-arm sta-
tutes and the due process analysis both require that the claims arise out of or
relate to the acts® Unfortunately, as the Federal Circuit noted in Akro Corp. v.
Luker 2 the United States Supreme Court “has avoided general pronouncements
on the nexus,”® and many decisions concerning cease-and-desist letters do not

" Silent Drive, Inc. v. Strong Indus., Inc., 326 F.3d 1194, 1202 (Fed. Cir. 2003); Inamed Corp.
v. Kuzmak, 249 F.3d 1356, 1362 (Fed. Cir. 2001) (“There can be no dispute that the in-
fringement |etter satisfies this factor in the Akro test.”).

8 715 F.2d 757 (2d Cir. 1983).
" d. at 766.
8.

8 Red Wing Shoe Co. v. Hockerson-Halberstadt, Inc., 148 F.3d 1355, 1360 (Fed. Cir. 1998).
The first two factors of the test correspond to the “minimal contacts’ step of the International
Shoe two-step test; the third factor of the Federa Circuit’s test addresses the due process re-
guirement as does the second step of the International Shoe test. Inamed Corp., 249 F.3d at
1360.

8 45F.3d 1541 (Fed. Cir. 1995).

8 |d. at 1547. Courts have taken various approaches to analyzing the nexus. See Dudnikov v.
Chak & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1078 (10th Cir. 2008); Avocent Hunts-
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discuss the issue simply because courts are able to decline jurisdiction based on
other factors. In Red Wing Shoe Co. v. Hockerson-Halberstadt, Inc.,* Slent
Drive, Inc. v. Srong Indus., Inc.® and Avocent Huntsville Corp. v. Aten Interna-
tional Co.,® for instance, the Federal Circuit Court relied on the “fair play and
substantia justice” factor to reject the argument that personal jurisdiction could
be based solely on letters. However, in Red Wing Shoe the court did observe
that the alleged infringer’s argument that the declaratory judgment claims arose
out of the cease-and-desist letter had “at |east some merit” because the letter as a
“threat of an infringement suit” caused “a wrongful restraint on the free exploi-
tation of non-infringing goods” from which the alleged infringer could free itself
only through a declaratory judgment suit.¥ The court further conceded that
cease-and-desist letters may “at least partially give rise to the plaintiff’s action”
when they “entangle. .. some non-infringing products.”® Subsequently, and
perhaps surprisingly given the careful language of Red Wing Shoe, in Slent
Drive the Federal Circuit interpreted its own reasoning in Red Wing Shoe as
confirming that declaratory judgment actions arise out of cease-and-desist let-
ters.®

Even when cease-and-desist letters were held to satisfy the “minimum
contacts’ of the International Shoe test, they still were not found to overcome
the hurdle of fairness and reasonableness.® This prong of the test shifts the bur-

ville Corp. v. Aten Int’l Co., 552 F.3d 1324, 1336-37 (Fed. Cir. 2008), cert. denied, 129 S.
Ct. 2796 (June 15, 2009); Nowak v. Tak How Invs., Ltd., 94 F.3d 708, 714-15 (1st Cir.
1996).

8 148 F.3d 1355, 1360-61 (Fed. Cir. 1998).

% 326 F.3d 1194 (Fed. Cir. 2003).

8 552 F.3d 1324, 1333 (Fed. Cir. 2008).

8 Red Wing Shoe Co., 148 F.3d at 1360.

8 d.

8 dlent Drive, 326 F.3d at 1202. Earlier, in Inamed the court first found personal jurisdiction
for the claims of patent misuse and breach of contract and then concluded that “[t]he remain-
ing causes of action seeking declaratory judgment of patent non[-]infringement sufficiently
[arose] out of the same set of operative facts to vest the district court with pendent persona
jurisdiction over those causes of action.” Inamed Corp. v. Kuzmak, 249 F.3d 1356, 1362
(Fed. Cir. 2001). Thusit appearsthat in Inamed the court was reluctant to find that the decla-
ratory judgment claim arose out of the cease-and-desist letter. But see Ham v. La Cienega
Music Co., 4 F.3d 413 (5th Cir. 1993), where the court decided that a demand letter, “al-
though it form[ed] the basis for [plaintiff’s] allegations about the existence of a live contro-
versy, in no way relate[d] to the merits of the copyright question and thus [did] not support
personal jurisdiction” in the forum. 1d. at 416.

% glent Drive, 326 F.3d at 1202; Red Wing Shoe Co., 148 F.3d at 1360; see also Nova Bio-
medical Corp. v. Moller, 629 F.2d 190, 197 (1st Cir. 1980).
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den to the defendant to show that there are considerations for which the exercise
of jurisdiction over him would be unreasonable.® In evaluating reasonableness,
courts will examine a number of factors, the Supreme Court in World-Wide
Volkswagen Corp. v. Woodson,* based on its prior decisions, summarized some
of the factors that may be involved in the analysis. “the burden on the defen-
dant,” “the forum State's interest in adjudicating the dispute,” “the plaintiff's
interest in obtaining convenient and effective relief,” “the interstate judicia sys-
tem’s interest in obtaining the most efficient resolution of controversies,” and
“the shared interest of the several States in furthering fundamental substantive
social policies.”® Courts may consider additional factors; for instance, the
Ninth Circuit scrutinizes also “the extent of the defendants’ purposeful interjec-
tion into the forum state’'s affairs,”* “the extent of conflict with the sovereignty
of the defendants’ state,” and “the existence of an alternative forum.”*

Courts have found that all reasonableness factors weigh in favor of the
aleged infringer except for one factor that tilts the entire analysisin favor of the
rights holder. Some analyses of the various factors considered to support juris-
diction over the rights holder produce clearer results than others; for instance, an
aleged infringer's interest in obtaining convenient and effective relief seems
undeniable, and of course his forum state has a great interest in adjudicating the
dispute because it wishes to relieve him of the threat of a possible infringement
suit and enable him to continue his business operations without damaging inter-
ference by the rights holder. It is most efficient to resolve the controversy
where the evidence and witnesses are located,*® which in a non-infringement

% Burger King Corp. v. Rudzewicz, 471 U.S. 462, 477 (1985).
92 444 U.S. 286 (1980).
% |d. at 292.
% Core-Vent Corp. v. Nobel Indus. AB, 11 F.3d 1482, 1487 (9th Cir. 1993).
% |d. at 1487-88. The Eighth Circuit uses:
a five-factor test in analyzing the constitutional requirements needed for per-
sona jurisdiction: (1) the nature and quality of defendant’s contacts with the
forum state; (2) quantity of contacts; (3) source and connection of the cause of
action with those contacts; and to a lesser degree; (4) the interest of the forum
state; and (5) the convenience of the parties.
Wessels, Arnold & Henderson v. Nat'| Med. Waste, Inc., 65 F.3d 1427, 1432 (8th Cir. 1995).
The Second Circuit has applied the five factors as outlined in World-Wide Volkswagen. See
Kernan v. Kurz-Hastings, Inc., 175 F.3d 236, 244 (2d Cir. 1999) (quoting Metropolitan Life
Ins. Co. v. Robertson-Ceco Corp., 84 F.3d 560, 568 (2d Cir. 1996)).

% Panavision Int'l., L.P. v. Toeppen, 141 F.3d 1316, 1323 (9th Cir. 1998) (internal citation
omitted) (“This factor focuses on the location of the evidence and witnesses. It is no longer
weighed heavily given the modern advances in communication and transportation.”).
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action will be the forum of the alleged infringer, and this factor easily outweighs
the availability of an aternative forum.

The conflict with the sovereignty of the rights holder’s state does not
arisein intellectua property declaratory judgment cases; the issue is completely
independent from whether the claims involve rights based on U.S. law or for-
eign law. The analysis is somewhat more complicated when a foreign intellec-
tual property right is at issue; although courts have been skeptical about extend-
ing their jurisdiction to cases involving foreign registered rights,®” courts may be
willing to adjudicate foreign non-registered rights. For instance, such could
have been the situation in Dudnikov if the U.K. rights holder had accused the
aleged U.S. infringers of infringing a U.K. copyright, and if the alleged infring-
ers had brought a declaratory judgment action in the U.S. based on U.K. law. If
the court had decided to ascertain declaratory judgment claims based on U.K.
law, that is, if it treated the claims as transitory causes of action,® it might have
still found it reasonable to adjudicate the case in the U.S., particularly if the a-
leged infringer was a U.S. entity or a foreign entity with a presence in the U.S.
However, as opposed to a case involving a registered right, in the case of an
unregistered right, such as copyright, no conflict with the sovereignty of the
rights holder is to be expected because any decision in the case—whether afind-
ing of non-infringement or infringement—need not be recognized and enforced
in aforeign jurisdiction because the alleged infringer resides in the forum of the
court that is going to issue the decision.

Surprisingly, courts do not attach a great weight to the burden on the de-
fendant—a non-resident rights holder. Although courts recognize that this fac-
tor tends to weigh strongly in favor of the rights holder,”® they emphasize that it
cannot be dispositive of the analysis. Only if the burden on the defendant
reaches the level of due process deprivation would it outweigh the other fac-
tors,’® and courts suggest that the current means of communication and trans-

9 See, eg., Eric Chan, Asserting Foreign Patent Claims in U.S. Federal Courts; What's Left
After Vodav. Cordis?, 18 ALB. L.J. ScI. & TECH. 1, 4546 (2008); Marketa Trimble, Cross-
Border Injunctions in U.S. Patent Cases and Their Enforcement Abroad, 13 MARQ. INTELL.
Pror. L. Rev. 331, 332 n.3, 357-58 (2009).

% Asdid, for instance, the U.S. District Court for the Southern District of New York in London
Film Productions Ltd. v. Intercontinental Communications, Inc., 580 F. Supp. 47, 48-49
(S.D.N.Y. 1984). But cf. Lucasfilm v. Andrew Ainsworth, [2009] EWCA Civ 1328, { 174
(U.K)). On judticiability of foreign copyright claims in general see, for instance, Sam
RICKETSON & JANE C. GINSBURG, INTERNATIONAL COPYRIGHT AND NEIGHBOURING RIGHTS:
THE BERNE CONVENTION AND BEYOND 1296-97 (2006).

9 Panavision Int'l, L.P. v. Toeppen, 141 F.3d 1316, 1323 (9th Cir. 1998); Caruth v. Int'| Psy-
choanalytical Ass'n, 59 F.3d 126, 128 (Sth Cir. 1995).

10 panavision Int'l, 141 F.3d at 1323; Caruth, 59 F.3d at 128-29.
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portation, such as “fax machines and discount air travel,”*°* mitigate any signifi-
cant burden on the defendant.’®> Although it is unlikely that fax machines and
discount plane tickets indeed make a defendant’s position significantly easier,
particularly when that defendant is an individual and is haled into a foreign fo-
rum, courts do not see distance as a significant obstacle for personal jurisdiction.

Of the factors that courts weigh to assess the “fairness and reasonable-
ness’'® of a suit, two remain: “the extent of the defendants’ purposeful interjec-
tion into the forum state’s affairs’*™ and the “shared interest of the severa
States in furthering fundamental substantive social policies.”** Depending on
the facts of the case, the purposeful interjection factor may weigh in either way;
a finding of sufficient minimum contacts with the forum in the first part of the
due process analysis does not exclude the possibility that a court would reject
the notion that such contacts are sufficient to satisfy the requirements of reason-
ableness.'®

Importantly, however, there remains the policy factor, which courts
have considered as dispositive of the entire persona jurisdiction inquiry.*” This
factor, along with the strong policy favoring settlements, turns the entire inquiry
in favor of the rights holder. In Red Wing Shoe the Federal Circuit Court ex-
plained that

[p]rinciples of fair play and substantial justice afford a patentee sufficient lati-
tude to inform others of its patent rights without subjecting itself to jurisdic-
tionin aforeign forum. A patentee should not subject itself to personal juris-
diction in aforum solely by informing a party who happens to be located there
of suspected infringement. %8

Similarly, if substantive law encourages rights holders to inform poten-
tial infringers of possible infringement, the rights holders who act on such en-
couragement and utilize cease-and-desist |etters should not be disadvantaged for

101 panavision Int’l, 141 F.3d at 1323 (pointing to prior decisions).
102
Id.

103 gee supra notes 90 and 91 and accompanying text.

104 Core-Vent Corp. v. Nobel Indus. AB, 11 F.3d 1482, 1487 (9th Cir. 1993).

15 world-Wide Volkswagen Corp. v. Woodson, 444 U.S. 286, 292 (1980).

1% Core-Vent, 11 F.3d at 1488. (“Even if there is sufficient ‘interjection’ into the state to satisfy

the [purposeful availment prong], the degree of interjection is a factor to be weighed in as-

sessing the overall reasonableness of jurisdiction under the [reasonableness prong].”).

Seeinfra note 110 and accompanying text.

1% Red Wing Shoe Co. v. Hockerson-Halberstadt, Inc., 148 F.3d 1355, 1360-61 (Fed. Cir.
1998).

107
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such behavior by being exposed to the jurisdiction of the court in the forum to
which they sent the letters.®

The policy factor’s prominence in the personal jurisdiction inquiry was
reiterated by the Federa Circuit in Slent Drive where the court stated that
cease-and-desist |etters “would satisfy the minimum contacts requirement of due
process except for policy considerations unique to the patent context.”*® Al-
though this statement may have been generated by a simplified reading of the
court’ s previous observations, and doubts may exist as to whether |etters indeed
fulfill al the other requirements for sufficient minimum contacts with the fo-
rum, it exemplifies the emphasis that courts put on the policy argument. Even
so, this argument is apparently not persuasive enough to save a rights holder
from personal jurisdiction in the alleged infringer’s forum if the rights holder,
instead of sending aletter, files, out of either choice or necessity, aDMCA noti-
fication. The Tenth Circuit concluded that, a a minimum, where a rights holder
in fact has an option to use either, a notification will serve as a sufficient basis
for asserting persona jurisdiction over the rights holder.** Before discussing
the approach that the Tenth Circuit adopted towards a DMCA notification in the
persona jurisdiction inquiry, the following section explains the origins and
workings of the notifications, reviews the effects that the notifications have on
alleged infringers and compares those effects to the impact of cease-and-desist
letters.

V. THE DM CA NOTIFICATION FRAMEWORK
The historical background, functioning, and effects of the DMCA noti-

fication system have been presented in various detail and from different pers-
pectives by a number of authors. > However, none of the existing descriptions

19 NovaBiomedical Corp. v. Moller, 629 F.2d 190, 196 (1st Cir. 1980).

10 gjlent Drive, Inc. v. Strong Indus., Inc., 326 F.3d 1194, 1206 (Fed. Cir. 2003).

1 pudnikov v. Chalk & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1082 (10th Cir. 2008).

12 Mark A. Lemley, Rationalizing Internet Safe Harbors, 6 J. TELECOMM. & HIGH TECH. L.
101, 113-115 (2007); Hannibal Travis, Opting Out of the Internet in the United States and
the European Union: Copyright, Safe Harbors, and International Law, 84 NOTRE DAME L.
REev. 331, 347-50 (2008); Jennifer M. Urban & Laura Quilter, Efficient Process or “ Chilling
Effects’ ? Takedown Notices Under Section 512 of the Digital Millennium Copyright Act, 22
SANTA CLARA COMPUTER & HiGH TECH. L.J. 621, 631-36 (2006); Jeffrey Cobia, Note, The
Digital Millennium Copyright Act Takedown Notice Procedure: Misuses, Abuses, and Short-
comings of the Process, 10 MINN. J. L. Sci. & TEcH. 387, 387-94 (2009); Debra Weinstein,
Note and Recent Development, Defining Expeditious: Uncharted Territory of the DMCA
Safe Harbor Provision—A Survey of What We Know and Do Not Know About the Expedi-
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and analyses have viewed the DMCA from the perspective of personal jurisdic-
tion issues. For the purposes of this article, therefore, it is helpful to briefly
review the legidative history and content of the relevant provisions of the
DMCA™ and focus on the aspects that are important for the discussion of per-
sonal jurisdiction in a potential subsequent declaratory judgment suit brought by
an alleged infringer against a rights holder who had sent a DM CA notification.

DMCA natifications were introduced by the 1998 Digital Millennium
Copyright Act,** which was designed primarily to implement the WIPO treaties
on copyright as well as on performances and phonograms.*** The Act also add-
ed section 512 to the Copyright Act to deal with liability limitations for Internet
service providers for copyright infringement that results from postings of in-
fringing material on the Internet.*® It was not the first piece of legislation to
address the limitation of civil liability of entities that provided Internet services:
the Communications Decency Act of 1996 also included provisions limiting
the liability of service providers—the so-called “*good samaritan’ blocking and
screening of offensive material” provisions®*—but matters of intellectua prop-
erty were left out.”® The DMCA thus filled a part of the gap left by the Tele-
communications Act by regulating the issue with regard to liability for copyright
infringement.*?

Both Acts were passed in reaction to the realities of the rapidly growing
Internet and to the needs of those who facilitated its functioning, such as Inter-
net service providers. Asthe Internet exploded in the 1990s it became clear that
entities providing various Internet services, such as storage providers or search

tiousness of Service Provider Responses to Takedown Notifications, 26 CARDOzZO ARTS &
ENT. L.J. 589, 596-609 (2008).

1317 U.S.C. § 512 (2006).

114 Digital Millennium Copyright Act, Pub. L. No. 105-304, 112 Stat. 2860 (1998).

15 1d. at 2861.

1 |d. at 2877-86.

17 Telecommunications Act of 1996, Pub. L. No. 104-104, sec. 502, § 223, 110 Stat. 56 (1996)
(codified as amended at 47 U.S.C. § 223 (2006)); see also Reno v. Am. Civil Liberties Un-
ion, 521 U.S. 844, 858-59 (1997). Paul D. Driscoll, Legal Issues in Online Journalism, in
ONLINE NEWS AND THE PuBLic 81, 108 (Michea B. Salwen et a. eds., 2005) (“The Com-
munications Decency Act collapsed under First Amendment review, but the protection
against liability from third-party content remained in effect.”).

18 47 U.S.C. § 230(c) (2006).

19 §230(e)(2).

120 | emley, supra note 112, at 101 (“In the last 12 years, both Congress and the courts have
concluded that Internet intermediaries should not be liable for damages for a wide range of
content posted or sent through their systems by another.”); seeid. at 101 n.2 (listing exam-
ples of additional provisions and court decisions that shape the matter).

Volume 50—Number 4



802 IDEA—The Intellectual Property Law Review

engine operators, could not effectively police the content that others posted or
that was merely made visible on the Internet through their services. Service
providers therefore pushed for limitations on their liability for content posted by
others and sought to be viewed solely as transmitters of content and not as parti-
cipators in any infringement possibly committed by users of their services.*
Their position was reflected by Senator John Ashcroft in the Senate floor debate
over the Bill: “[T]he notion that service providers should not bear the responsi-
bility for copyright infringements when they are providing a means of commu-
nication is a key notion for the future growth and development of digital com-
muni cations and most importantly the Internet.”*#

Naturally, pulling on the other end of the rope were copyright holders.
They were concerned about the magnitude of the infringement made possible by
the Internet, due to the overwhelming volume of infringing material and speed
with which it could be disseminated. In exchange for relieving service provid-
ers from liability, copyright holders demanded cooperation from service provid-
ers in stopping infringement on the Internet with requisite effectiveness and
speed.123

The origina compromise reached between service providers and copy-
right holders did not include a system of notifications of alleged infringe-
ments.”** The limitation of liability for service providers was made contingent,
inter alia, upon an absence of “actual knowledge that the materia [was] infring-
ing” or alack of awareness “of facts or circumstances from which infringing
activity [was] apparent.”** Consequently, to avoid liability, providers were re-
quired to take down the material if they possessed such actua knowledge or
were aware of such facts or circumstances.”® This solution was criticized and
eventually judged inadequate by some members of the Senate Judiciary Com-

121 As Senator Ashcroft stated:

[1]f someone illegally transmits material on the Internet, the Internet compa
nies that provide the opportunity for people to transmit the material shouldn’t
be held responsible any more than the phone company should be held respon-
sibleif you were to say something illegal over the phone, or that Xerox should
be held responsible if you violate a copyright by illegally copying material on
the Xerox machine.
144 CoNG. REc. S4888 (daily ed. May 14, 1998) (statement of Sen. Ashcroft).
122 1d. at 4889 (statement of Sen. Ashcroft).
128 1d. at S4889 (statement of Sen. Ashcroft); Id. at S4892 (statement of Sen. Boxer); Id. at
S4894 (statement of Sen. Biden).
124 1d. at 4889 (statement of Sen. Ashcroft).

1% HR.Rer. No. 105-551, pt. 1, at 8 (1998).
126
Id.
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mittee, who expressed concerns that alleged infringers would have no sufficient
“procedural protections to ensure that material is not disabled without proper
justification.”*#

The legidators sought a mechanism that would “balance the need for
rapid response to potential infringement with the end-users [sic] [the alleged
infringers] legitimate interests in not having material removed without re-
course.”*®  Such a mechanism was devised in an Ashcroft-Leahy-Hatch
amendment to the Bill, which created a system of natifications “to ensure that
computer users [were] given reasonable notice when their Web sites [were] the
subject of infringement complaints.”** In addition to notifications, the system
also included counter notifications with the power to initiate a “put back proce-
dure”’ designed to give sufficient protection to the alleged infringers whose ma-
terial had been taken down pursuant to notifications* Therefore, the introduc-
tion of the DMCA natification system did not as much evidence a compromise
reached between service providers and copyright holders as it epitomized the
concerns of Internet users and some legislators that users would suffer unjusti-
fied takedowns and disablements of access to materia that they had posted on
the Internet.

The introduction of a mechanism to deal with notifications under the
DMCA was made one of the conditions that service providers would have to
fulfill to enjoy the limited liability offered by the Act.®* These conditions vary
according to the nature of services provided; the DMCA distinguishes among
providers providing (a) transitory digital network communications, that is,
transmitting, routing, or providing connections—including intermediate or tran-
sient storage, (b) system caching or intermediate or transient storage, (c) storage

127 5 Rep. No. 105-190, at 21 (1998); 144 CoNG. Rec. S4889 (daily ed. May 14, 1998) (state-
ment of Sen. Ashcroft) (the agreement that the OSPs entered into would have protected the
interests of the copyright owners, but it provided little or no protection for an Internet user
who was wrongfully accused of violating copyright laws). OSP stands for “online service
provider.” Urban & Quilter, supra note 112, at 621.

%8 S Rep. No. 105-190, at 21.

129 144 CoNne. REC. $4886 (daily ed. May 14, 1998) (statement of Sen. Leahy).

130 s Rep. No. 105-190 dtates:

The put back procedures were added as an amendment to this title in order to
address the concerns of several members of the Committee that other provi-
sions of this title established strong incentives for service providers to take
down material, but insufficient protections for third parties whose material
would be taken down.

Id. at 50.

181 144 CoNne. REC. $4889 (daily ed. May 14, 1998) (statement of Sen. Ashcroft).
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at the direction of a user, and (d) information location tools.*** Limitation of
liability for providers of services under (b), (c)—such as eBay or YouTube—
and (d)—such as Google—is contingent inter alia upon introduction of the noti-
fication system.’*

The operation of the system may be briefly described as follows: Once a
copyright holder has a good faith belief*** that either a system caching provider
under (b), a storage provider under (c), or areferral and linking provider under
(d) is storing or linking to material that infringes the rights holder’s copyright,
the holder may file a DMCA notification with an agent designated by the ser-
vice provider.**® The notification must contain the elements listed in section
512(c)(3)—section 512(b)(2)(E) for providers under (b)—including the identifi-
cation of the copyrighted work and the infringing material. Upon receiving the
notification, providers must remove the allegedly infringing materia or disable
access to it.™ Additionally, providers under (c) must notify the subscriber, the
alleged infringer, of the removal.*®” If and when the subscriber responds to the
alegations in the notification by a counter notification, the provider must pro-
vide a copy of the counter notification to the rights holder and inform the rights
holder “that it will replace the removed material or cease disabling access to it
in 10 business days.”**® The provider is supposed to post the material back on-
line between the tenth and fourteenth business day following receipt of the

13217 U.S.C. 88512(a), (b), ().

133 See 17 U.S.C. 88 512(b)(2)(E), (6)(1)(C), (©)(2), (©)(3), (d)(3), (F)~(g) (2006).

1% Rossi v. Motion Picture Ass'n, 391 F.3d 1000, 1007 (9th Cir. 2004) (“[T]he ‘good faith
belief’ requirement . .. encompasses a subjective, rather than objective, standard of con-
duct.”).

1% 17 U.S.C. §512(c)(2) (2006). Copyright holders do not have to utilize the notification sys-
tem; service providers are obligated to take down material if they possess “actua knowledge
that the material or an activity using the material on the system or network is infringing,” or
if they are “aware of facts or circumstances from which infringing activity is apparent.”
88 512(c)(1)(A), (d)(1)(A). Therefore, other forms of notification to the service providers
may suffice for the material to be taken down.

However, neither actual knowledge nor awareness of a ‘red flag' may be im-
puted to a service provider based on information from a copyright owner or its
agent that does not comply with the notification provisions of . . . subsection
(©)(3), in which case the limitation on liability set forth in ... subsection (c)

may still apply.
H.R. Rep. No. 105-551, pt. 2, at 54 (1998).
1% see § 512(b)(2)(E) (providing an additional condition for service providers).
BT §512(g)(2)(A).
13 §512(g)(2)(B).
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counter notification unless the provider is notified that the rights holder has filed
an action with a court for arestraining order.**

For purposes of the present discussion, it is important to note that only
one provision of section 512 concerns the issue of jurisdiction;** section 512,
among other things, provides that the alleged infringer must include in the coun-
ter notification the " subscriber’s name, address, and telephone number, and a
statement that the subscriber consents to the jurisdiction of [the] Federa District
Court for the judicia district in which the address [of the subscriber] is lo-
cated.”* The Act thus gives the copyright holder the advantage of having iden-
tified at minimum one forum in the U.S. where the alleged infringer can be sued
for copyright infringement—at least that seems to be the reason why the consent
tojurisdiction isinjected into the DMCA. The copyright holder learns about the
forum selected by the alleged infringer once the holder receives a copy of the
counter notification with the information about the forum.**

However, no mirror-image of such advantage is offered to the alleged
infringer,* who is |eft to search for a possible forum by himself if he wishes to
file adeclaratory judgment action against the copyright holder. In fact, although
the aleged infringer must be notified of the removal or disablement of accessto
the materia that he has posted,™* in no place does the Act require that the ser-
vice provider reveal the identity or address of the copyright holder to the aleged
infringer. There must be “[i]nformation reasonably sufficient to permit the ser-
vice provider to contact the complaining party” in the notification;** but no-
where is it stated that such information must be transmitted to the aleged in-
fringer. Although the practical significance of this omission may be negligible

1% §512(g)(2)(C). However, service providers include provisions in their terns of service that

limit their liability for not putting the material back online. See Urban & Quilter, supra note
112, at 629.

14017 U.S.C. § 512(g)(3)(D) (2006).

11 §512(g)(3)(D) (emphasis added).

12 §512(g)(2)(B).

143 This asymmetry in the DMCA was pointed out by the District Court for the Northern District
of Cadliforniain Doev. Geller, 533 F. Supp. 2d 996, 1011 (N.D. Cal. 2008) (noting that “[i]f
that result seems asymmetrical and unfair, then the problem should be resolved by Congress,
not this court™).

144 §512(g)(2)(A). To avoid liability, the service provider must, inter alia, “take[] reasonable
steps promptly to notify the subscriber that it has removed or disabled access to the materia.”
Id.

14517 U.S.C. §512(c)(3)(A)(iv) (2008).
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because the alleged infringer, in most cases, is likely to know or be able to de-
termine the identity of the copyright holder, thiswill not aways be the case.**

The fact that DMCA notifications enable an alleged infringer to be in-
formed of the aleged infringement without being provided information about
the copyright holder’ s identity and location is only one of the features that make
notifications different from cease-and-desist letters. Even absent this difference,
there is no question that notifications and letters are different. The following
features distinguish them in three important respects.

First, while letters are addressed directly to the alleged infringer, notifi-
cations are filed with a third party—a service provider.* The primary reasons
for this difference are that the DMCA provisions: a) were drafted to deal with a
service provider’s contributory liability rather than the liability of other alleged
infringers, Internet users, and b) reflected the expectation that often the true
identity of the aleged infringer would be concealed and therefore the copyright
holder would not be able to contact the alleged infringer directly.**® However, a
lack of knowledge of the infringer’ s identity is not a condition for using a notifi-
cation; even when the copyright holder knows who the alleged infringer is the
holder may till file a notification with the service provider.*

Second, both letters and notifications tend to have negative effects on
alleged infringers, who may suspend their sales, begin to evaluate the claim, and
prepare for a possible lawsuit.*® However, in the case of letters, alleged infring-
ers maintain some discretion; for instance, they may decide not to reduce or
suspend their sales. Notifications leave the infringers no possibility at all to in-
fluence the removal or disablement of access by the third party service provider,
at least for the initial period until they file a counter notification and the ten
business days for the rights holder’ s action expire.

Third, to countervail the speedy measures of removal or disablement of
access to allegedly infringing material, the system of DMCA natifications offers

146 See eg., Complaint at 5, Kopp v. Vivendi Universal Games, Inc., 2006 WL 1232482 (C.D.
Cal. Mar. 23, 2006) (No. 06-01767) (“In its notification to plaintiff, eBay identified the intel-
lectual property rights owner . . . as the ESA and provided [an] email address. . . as contact
information. However, the ESA was actually working in combination with and with the au-
thorization of the other defendants. . . .”). If an aleged infringer receives only a name of an
individual copyright holder, such as of an otherwise unknown lay photographer, and an email
address it might be difficult to determine where the holder resides.

1717 U.S.C. §512(0)(3)(A).

148 H.R.Repr. No. 105-551, pt. 2, at 60 (1998).

149 However, the fact that the rights holder knew the alleged infringer’s identity may have an
important impact on assessment of personal jurisdiction as explained later.

%0 see discussion supra Section 1.
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a speedy relief from these measures. While a rights holder may threaten an a-
leged infringer with a cease-and-desist letter forever, and thus effectively force
the alleged infringer to file a declaratory judgment suit if the aleged infringer
wishes to clarify the situation, the DMCA natification system provides the a-
leged infringer with certainty. The aleged infringer’s reaction to a notification
with a counter notification will force the copyright holder to act within the given
time frame or the material will be returned online, at least in theory. The prob-
lem is that the DMCA does not prevent rights holders from attacking the same
infringing material with repeated natifications. Since service providers cannot
ignore repeated notifications, they must continue to remove the material from
the Internet upon each notification. Additionally, repeated notifications may
result in the aleged infringers being labeled as repeat infringers and eventually
excluded from services of the providers, who must implement policies that in-
clude suspension of services to those who are deemed to be repeat offenders.™
The limitation of liability of service providers on the Internet was with-
out doubt “critica for the future development of the Internet.”*> However, not-
withstanding efforts to take into account the interests of Internet users who
might be unjustifiably accused of copyright infringement, the Act does not seem

18117 U.S.C. §512(i)(1)(A) (2006). The problem of possible suspension due to repeated notifi-
cations is feared by plaintiffs initiating actions. See Dudnikov v. Chalk & Vermilion Fine
Arts, Inc., 514 F.3d 1063, 1069 (10th Cir. 2008); Complaint at 5-6, Kopp v. Vivendi Univer-
sal Games, Inc., 2006 WL 1232482 (C.D. Cd. Mar. 23, 2006) (No. 06-01767). Kopp v. Vi-
vendi Universal Games, Inc. settled as a result of these concerns. See Notice of Dismissal
Pursuant to Rule 41(a)(1), Kopp v. Vivendi Universal Games, Inc., 2006 WL 1232482 (C.D.
Cal. June 8, 2006) (No. 06-01767). As Urban and Quilter have stated:

Notice in a § 512(a) context cannot result in “takedown,” but it can result in a
record of alleged infringers about whom multiple complaints are made. . . .
Anecdotal evidence of correspondence from OSPs to their users in our date-
base shows that some OSPs treat § 512(a) noticesin thisway.

Urban & Quilter, supra note 112, at 676. The authors “use the term ‘OSP’ to reflect any
online service provider covered by 8§ 512, modifying it with the appropriate section. This
helps to avoid confusion with the term ‘ISP* which is often, but not aways, used more nar-
rowly to describe § 512(a) (Internet access) providers.” Id. at 621 n.2. As the discussion at
the Sixth Annual Stanford E-Commerce Best Practices Conference at Stanford Law School
in 2009 revealed, there are a number of problems with implementing the policies presented,
for instance, by “phantom users,” who do not provide true data about themselves and thus
can maintain access indefinitely by using different identities. Notes by author from Sixth
Annua Stanford E-Commerce Best Practices Conference, Stanford Law School (2009) (on
file with author); see also Perfect 10, Inc. v. CCBill L.L.C., 488 F.3d 1102, 1109 (9th Cir.
2007) (discussing the “reasonableness’” and “implementation” of the policy regarding repeat
infringers).
182 144 Cone. Rec. $4889 (daily ed. May 14, 1998) (statement of Sen. Ashcroft).
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to fully serve their interests.™ Apparently the DMCA did not envisage that an
alleged infringer would wish to file a declaratory judgment action to defend
against copyright infringement allegations contained in a DMCA natification.
Conseguently, the DMCA is not concerned with providing information to the
aleged infringer that would help him when filing the action; the reason might be
that, somewhat ironicaly, the entire system has actually been designed to help
aleged infringers avoid filing declaratory judgment suits. Picturing a prototypi-
cal aleged infringer as a little girl drawing a duck resembling Disney’s Donald
Duck, Senator Ashcroft emphasized that the DMCA provides aleged infringers
with “aright to initiate a process that allows them to put their material back on
line, without the need to hire alawyer and go to court.”***

In fact, it seems that the solution embedded in the DMCA was con-
structed on two premises: 1) alleged infringers want to avoid litigation, and 2)
they are under no time pressure to have their materia reposted on the Internet.
Legidators inserted a provision concerning liability for misrepresentations in
notifications™ but certainly made no effort to facilitate the filing of declaratory
judgment suits against copyright holders by alleged infringers. Y et declaratory
judgment actions are filed by aleged infringers, whether they be political activ-
ists*® or PowerSellers on eBay.” These are the kinds of Internet users for
whom ten days off the Internet trandates into significant losses, without even
mentioning any additional damages that can be caused by being expelled from
an Internet service once being labeled as arepeat infringer. These Internet users
are not likely to hesitate to embark on litigation to clarify their rights, and prac-
tice has shown that aleged infringers do turn to litigation because the DMCA
notification system is not immune from abuse by rights holders, or at a mini-
mum not free from allegations of abuse.™ The Internet is replete with reports of

158 Urban & Quilter, supra note 112, at 692—93 (suggesting changes to the DMCA that would
lead to “re-balancing” the DMCA).

1% 144 Cone. REC. $4888 (daily ed. May 14, 1998) (statement of Sen. Ashcroft).

1% 17 U.S.C. §512(f)(1) (2006).

1% See eg., Rebecca Tushnet, Power Without Responsibility: Intermediaries and the First
Amendment, 76 GEo. WASH. L. Rev. 986, 1002-05 (2008) (discussing the danger of abusing
the DMCA notification system to suppress free speech).

17 Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1067 (10th Cir. 2008) (not-

ing the plaintiffs held the status of PowerSellers); see eBay PowerSeller & Top-rated Seller

Portal, http://pages.ebay.com/services/buyandsell/welcome.html (last visited on Mar. 29,

2010) (defining a PowerSeller).

See, e.g., Cobia, supra note 112 (discussing various abuses of the DMCA notification sys-

tem); cf. Urban & Quilter, supra note 112, at 681 (finding through empirical research “an un-

fortunately high incidence of questionable uses of the [DMCA] process,” but admitting that

such uses might often be unintended); Notes by author from Sixth Annua Stanford E-

158
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DMCA misuse by rights holders,™ and the Electronic Frontier Foundation and
Public Citizen have been active in representing or supporting some of the al-
leged infringers.*®

Naturaly, not all actions brought by alleged infringers are limited to
declaratory judgment claims or involve allegations of bad faith by rights holders
in assertion of rights, and personal jurisdiction is not always contested. So far
there has been only one such case where the issue of personal jurisdiction ad-
vanced to the circuit level. This caseis reviewed in detail in the following sec-
tion.

V. PERSONAL JURISDICTION BASED ON A DM CA NOTIFICATION IN THE
DUDNIKoOV CASE

Dudnikov is unigue among the existing cases dealing with DM CA noti-
fications because it raised the question of whether a court in the forum of the
aleged infringer’s residence may exercise personal jurisdiction over a copyright
holder based on a DMCA notification that the copyright holder filed against the
alleged infringer.** Importantly, both the district court and the circuit court
addressed the issue of whether DMCA notifications should be treated in the
same manner as cease-and-desist | etters when they are considered as the exclu-
sive basis of personal jurisdiction over the rights holder.’®® This section reviews

Commerce Best Practices Conference, Stanford Law School (2009) (on file with author)
(calling it a “gigantic problem on the abuse side” when “time-sensitive and newsworthy”
content is attacked).

E.g., Unsafe Harbors: Abusive DMCA Subpoenas and Takedown Demands, ELECTRONIC
FRONTIER FOUNDATION, Sept. 2003, http://www.eff.org/files/20030926_unsafe_harbors.pdf.

160 E.g., Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1066 (10th Cir. 2008);
Vernor v. Autodesk, Inc., 555 F. Supp. 2d 1164, 1164 (W.D. Wash. 2008); Doe v. Géller,
533 F. Supp. 2d 996 (N.D. Cal. 2007); Machulis v. Silver, 3:07-cv-01235-JSW (N.D. Cal.
Mar. 1, 2007); Kopp v. Vivendi Universal Games, Inc., 2006 WL 1232482 (C.D. Cal. Mar.
23, 2006) (No. 06-01767).

81 Dudnikov, 514 F.3d at 1063, 1082; see also Doe v. Geller, 533 F. Supp. 2d 996, 1010 (N.D.
Cal. 2008) (rejecting the proposition that persona jurisdiction over the rights holder in the
case could be established in the forum of the service provider’s seat); Novotny v. Chapman,
No. 05-72158, 2005 WL 1981344, at *1 (E.D. Mich. 2005) (rejecting the argument that the
court had personal jurisdiction over the defendant based on the fact that the rights holder
filed DMCA counter notifications, which, according to the plaintiff, “offer[ed] evidence of
[p]laintiffs’ consent to proceed in Michigan™).

82 Dudnikov, 514 F.3d at 1068, 1082; Order on Recommendation of Magistrate Judge at 4-5,
Dudnikov v. Chalk & Vermilion Fine Arts, Inc., No. 05-CV-02505-WDM-OES (D. Colo.
Sept. 14, 2006).
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the facts of the case, the arguments raised by the parties, and the relevant points
in the district and circuit court decisions.

The plaintiffs, two Colorado residents, sold goods through online auc-
tions on eBay, a California-based Internet service.® The pages on which they
auctioned their goods mentioned the name under which they traded, and listed
the “Item Location” as Colorado.”® The defendants included a British corpora-
tion, holder of the copyright at issue, and its agent, a Delaware corporation with
aprincipal place of business in Connecticut.'® Having learned that the plaintiffs
initiated auctions for fabric with an image that defendants claimed infringed its
copyright, the rights holder’s agent filed a notification with eBay on December
2, 2005.*° Based on the natification, eBay took down the auctions and sent a
notice to the plaintiffs.*®” An exchange between the plaintiffs and the defendants
followed, and the plaintiffs offered to cease offering the fabric if the defendants
would request that eBay remove the “black marks’ that were attached to plain-
tiffs' business on eBay because of the defendants' notification.’® Additionally,
on December 5, 2005, the plaintiffs followed up with a VeRO counter notifica-
tion,*® and on December 12, 2005, they filed a complaint in the U.S. Didtrict
Court for the District of Colorado for declaratory judgment of copyright non-

163 Dudnikov, 514 F.3d at 1068.
184 |1d. eBay encourages its users, athough arguably for different reasons, to post the item's
location:

By entering the ZIP Code where the item is located, you receive extra visibili-
ty at no additional cost. Your item is shown in buyers search results when
they sort or filter by location. Your item appears in the global and local mar-
ketplaces at the same time.

By specifying where your item is located you can:

. Attract buyers from your local area.

. Inform buyersin your local area and nearby states that the item
may, in some cases, be less expensive to ship.

. More easily sell large, heavy, or fragile items. eBay buyers
have expressed interest in purchasing these types of items local-
ly.

eBay.com, Specifying Your Item’s Location, http://pages.ebay.com/help/sell/loca.html (last
visited Mar. 29, 2010).

1% Dudnikov, 514 F.3d at 1068.

166 1d. at 1067.

167 |d

188 1d. at 1068 (discussing plaintiff’ s attempt to avoid being labeled a repeat offender).

180 Complaint at 6, Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 2008 WL 821900 (D. Colo.
Dec. 12, 2005) (No. 05-CV-02505-RPM-OES).
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infringement and injunctive relief.’® They claimed that the takedown not only
caused them a loss of revenue but also exposed them to potential further harm
since “another takedown could result in the loss of the entire eBay auction busi-
ness.”** |f eBay considered them to be “repeat offenders’ at some point in the
future, with these black marks against them, eBay could suspend their business
altogether.'”

The defendants responded to the complaint with a motion to dismiss for
lack of personal jurisdiction and improper venue.*”® Specifically, they denied
that either general or specific jurisdiction could be extended over them in Colo-
rado, emphasizing that they “lack[ed] any meaningful contact with Colorado.”*™
They pointed out that they “have never resided, owned property, or maintained
any meaningful business presence in Colorado.”*” Asfor the eBay notification,
they suggested that it should not be considered as purposefully directed at Colo-
rado because it was transmitted not to plaintiffsin Colorado but to eBay in Cali-
fornia, and that the claims presented by the plaintiffs did not arise out of the
notification.*

The plaintiffs viewed the situation differently; in their opinion, the noti-
fication was in fact an intentional act purposefully directed at the Colorado fo-
rum and the defendants were fully aware that the effects were likely to occur in
the forum.*” The plaintiffs pointed out that the defendants must have been
aware of their location in Colorado, since it was indicated on the auction pag-
es® Therefore, when filing the notification with eBay the defendants must

0 )d.at 1.

o )d. a5,

172 Response to Defendants’ Motion to Dismiss Complaint for Lack of Personal Jurisdiction and
Improper Venue at 4, Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 2006 WL 822779 (D.
Colo. Feb. 24, 2006) (No. 05-CV-02505-RPM-OES).

Defendants' Motion to Dismiss Complaint for Lack of Personal Jurisdiction and Improper
Venue at 1, Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 2006 WL 822778 (D. Colo. Feb.
9, 2006) (No. 05-CV-02505-RPM-OES). Since the jurisdiction of the District Court covers
the entire state of Colorado, the question of venue depends on the result of the personal juris-
diction inquiry.

7 od. et 2.

175 Id.

76 1d. at 6.

17 Response to Defendants’ Motion to Dismiss Complaint for Lack of Personal Jurisdiction and
Improper Venue at 7, Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 2006 WL 822779 (D.
Colo. Feb. 24, 2006) (No. 05-CV-02505-RPM-OES).

178 Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1076 (10th Cir. 2008).

173
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have known that it would cause effects in Colorado.*” In their analysis, the
plaintiffs relied on Calder v. Jones,® a case concerning a libelous article that
was written and edited by Florida residents about a California resident.”® The
Supreme Court in Calder held that a California court could extend personal ju-
risdiction over the Florida residents because they had known that their acts
would cause injury in Caifornia® Similarly, the plaintiffsin Dudnikov argued
that the defendants should be subject to personal jurisdiction in Colorado be-
cause their acts were directed to have effects there.*®®

In response to the motion to dismiss, the plaintiffs also compared notifi-
cations and cease-and-desist letters.’® They contrasted the effects of the notifi-
cation used in Dudnikov with cease-and-desist |etters involved in the declaratory
judgment case Wise v. Lindamood.”®* In Wise, which was decided by the U.S.
District Court for the Digtrict of Colorado in 1999, the court rejected personal
jurisdiction based on letters sent by a copyright and trademark holder to an al-
leged infringer.’®*® The Dudnikov plaintiffs emphasized that while in Wise “the
defendant took NO direct action againgt the plaintiff,” in Dudnikov “the Defen-
dants took aggressive and direct actions to terminate the auctions,” whereby
“the conduct of the Defendants precipitated the injury and the complaint.”**
The plaintiffs further suggested that extending jurisdiction based on DMCA
notifications was necessary to prevent non-resident copyright holders from pos-
sessing the unlimited “ power to shut down auctions, websites, and a wide range
of other Internet-based content under the DMCA™ resulting in “already wide-
spread abuse of the DMCA system [going] unchecked.”*® Additionaly, it

1 The rights holders denied that they had knowledge of the location of the sellers in Colorado.
Id.

180 465 U.S. 783, 785 (1984).
181

Id.
182 |d. at 791.

18 Response to Defendants’ Motion to Dismiss Complaint for Lack of Personal Jurisdiction and
Improper Venue at 7, Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 2006 WL 822779 (D.
Colo. Feb. 24, 2006) (No. 05-CV-02505-RPM-OES).

8.
18 89 F. Supp. 2d 1187, 1188 (D. Colo. 1999).
18 1d. at 1191.

187 Response to Defendants’ Motion to Dismiss Complaint for Lack of Personal Jurisdiction and
Improper Venue at 5, Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 2006 WL 822779 (D.
Colo. Feb. 24, 2006) (No. 05-CV-02505-RPM-OES).

18 Appellants Reply Brief at 3, Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 2007 WL
984024 (10th Cir. Feb. 26, 2007) (No. 06-1458). On the abuses, or the alleged abuses, of the
DMCA system, see supra notes 156 and 158.
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would prevent aleged infringers from being forced “to bring actions contesting
frivolous DMCA notices in foreign jurisdictions around the country and the
world.”*#

At the district court level the defendants prevailed over the plaintiffs
and the court dismissed the case for lack of personal jurisdiction.** Although
the magistrate judge appointed in the case recommended that persona jurisdic-
tion be found, Judge Miller sustained defendants’ objectionsin his order of Sep-
tember 14, 2006."" He disagreed with the plaintiffs contention that eBay noti-
fications and cease-and-desist letters should be treated differently and stated that
“the reasoning of Red Wing Shoe Co. and Wise should be applied to deny the
existence of specific jurisdiction.”** In his briefly outlined anaysis, he empha-
sized that a “wrongful act” is needed to support specific jurisdiction under
Calder, arequirement that he found supported by the language in the Ninth Cir-
cuit Court decision in Bancroft & Masters, Inc. v. Augusta National Inc**® In
Judge Miller’ s view, Calder’s effects argument could not be applied because the
notification in Dudnikov did not represent a “wrongful act”; instead, he por-
trayed the notification as an “innocent or lawful activity” that had no direct im-
pact in Colorado™* and expressed the view that DM CA notifications are “ closely
akin” to cease-and-desist |etters.’*

The Tenth Circuit disagreed with Judge Miller and reversed the order.'*
The court found that the defendants’ intentional act of filing the VeRO notifica-
tion was purposefully directed at Colorado; that the declaratory judgment action
arose out of the act; and that extending jurisdiction over the defendants was fair
and reasonable.” The court also categorically rejected the proposition that noti-
fications could be viewed as akin to cease-and-desist letters.*® The following
paragraphs review the details of the court’ s due process analysisin the case.

18 Appellants Reply Brief at 3, Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 2007 WL
984024 (10th Cir. Feb. 26, 2007) (No. 06-1458).

1% pudnikov v. Chalk & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1068 (D. Colo. 2008).

1 Order on Recommendation of Magistrate Judge at 1, Dudnikov v. Chalk & Vermilion Fine
Arts, Inc., No. 05-CV-02505-WDM-OES (D. Colo. Sept. 14, 2006).

92 1d. at 3.
198 223 F.3d 1082, 1087 (9th Cir. 2000).

1% Order on Recommendation of Magistrate Judge at 4, Dudnikov v. Chalk & Vermilion Fine

Arts, Inc., No. 05-CV-02505-WDM-OES (D. Colo. Sept. 14, 2006).
195 Id.

1% Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1082 (10th Cir. 2008).
197 Id.

198 Id
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In the first step of the due process analysis, the court rejected the propo-
sition that the act would have to be “wrongful” in order to establish personal
jurisdiction;** it pointed out that the reading of Bancroft, upon which Judge
Miller relied, was “effectively overruled” by the Ninth Circuit in Yahoo Inc.,
which noted that the requirement of the “wrongfulness’ of the act “would im-
properly conflate the jurisdictional analysis with the merits.”?® Although there-
by relieved of the need to discuss the question of wrongfulness of the notifica-
tion, the Tenth Circuit still entertained the issue and suggested that even if
wrongfulness were required, plaintiffs allegations in Dudnikov would have
sufficed for the notification to be considered a “wrongful act” for the purposes
of a personal jurisdiction inquiry because “the facts [as] described . .. [wereg]
sufficient to permit an inference that defendants tortiously interfered with plain-
tiffs’ business.”?*

The court was not persuaded by the defendants’ proclamations that they
had no knowledge of plaintiffs residence when they filed the VeRO notifica
tion;*? the court seemed to have no doubt that they in fact knew and had di-
rected the notification at Colorado. The court stated that the notification “can be
fairly characterized as an intended means to the further intended end of cancel-
ling plaintiffs’ auction in Colorado.”*® The court explained that “[i]n this way,
it is something like a bank shot in basketball. A player who shoots the ball off
of the backboard intends to hit the backboard, but he does so in the service of
his further intention of putting the ball into the basket.”** The court did not
volunteer its opinion about what the result might be if the defendants had not
known where the plaintiffs resided; rather, relying on plausible allegations by
the plaintiffs, it limited its analysis to the scenario in which defendants knew
which forum was invol ved.

%9 1d. at 1072-73.
20 1d. at 1072 (citing Yahoo! Inc. v. La Ligue Contre Le Racisme Et L’ Antisemitisme, 433 F.3d
1199, 1208 (9th Cir. 2006) (en banc)). The Ninth Circuit Court stated:

[W]e do not read Calder necessarily to require in purposeful direction cases
that al (or even any) jurisdictionally relevant effects have been caused by
wrongful acts. We do not see how we could do so, for if an allegedly wrong-
ful act were the basis for jurisdiction, a holding on the merits that the act was
not wrongful would deprive the court of jurisdiction.
Yahoo! Inc., 433 F.3d at 1208.
21 pudnikov v. Chalk & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1073 (10th Cir. 2008).
22 1d. at 1076.

28 19, at 1075.
204 4,
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In the second step of the due process analysis, the court considered
whether the Dudnikov action arose out of the notification.?® First, following a
discussion of the existing approaches to this step, the court concluded that any
of the tests used by courts—the but-for, proximate causation, or the proximate
cause test—" support[ed] a determination that plaintiffs' cause of action [arose]
from the defendants contact with Colorado.” ¢ Second, the court opined that
notifications, as opposed to letters, are used not only to threaten litigation, but
aso to “affirmatively interfere” with an aleged infringer’s business, and a dec-
laratory judgment suit against a rights holder clearly “arises directly from [such]
interference.” %"

In the third step of the due process analysis, the court examined whether
the suit would “offend ‘traditional notions of fair play and substantia justice’”
and, after reviewing the five relevant factors outlined by the Supreme Court,?®
concluded that “[n]one of these factors, separately or in combination, seem[ed]
to weigh definitively in favor of defendants.”® The court found no particular
burden that the litigation could pose for the defendants, given the fact that their
“threat to litigate in federa court indicates a willingness to litigate in some fed-
era court in the United States.” #° Since U.S. law was to be applied in the case,
and other possible fora—California, Connecticut or Delaware—had no stronger
connection to the case than Colorado, the court leaned towards Colorado as hav-
ing a greater interest in resolving the dispute than any fora in the U.K. or the
other possible forain the U.S.2*

Finally, addressing the “strong federa policy” of promoting settlements
through the special treatment of cease-and-desist letters in the personal jurisdic-
tion inquiry, the court rejected the notion that VeRO notifications should be
promoted in the same manner.?? |t emphasized the immediate effects of notifi-
cations, which make them go “well beyond providing notice,”#? and anal ogized
the notification in Dudnikov to the letter sent by the defendant in Bancroft,*
which triggered the domain name registrar’'s dispute resolution mechanism.

25 |d. at 1078.

26 1d. at 1079.

27 pudnikov v. Chalk & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1080 (10th Cir. 2008).
28 gee World-Wide Volkswagen Corp. v. Woodson, 444 U.S. 286, 292 (1980).

29 pudnikov, 514 F.3d at 1080.

210 |d.

21 |d. at 1080-81.

22 |d. at 1082.

23 pudnikov v. Chalk & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1082 (10th Cir. 2008).
214 Bancroft & Masters, Inc. v. AugustaNat'| Inc., 223 F.3d 1082, 1085 (Sth Cir. 2000).
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Both the letter in that case and the notification in Dudnikov were more than just
athreat of litigation, and therefore in Dudnikov, as in Bancroft, extending per-
sonal jurisdiction over the defendants could not be deemed unfair.?® Based on
the due process analysis, the Tenth Circuit decided that the district court had
personal jurisdiction over the defendants based on their filing of the notifica
tion.

Currently, at least in the Tenth Circuit, a DMCA natification by itself,
without an additional act by the rights holder in the forum of the alleged infring-
er, is sufficient to subject the rights holder to jurisdiction in that forum. The
court indicated that since the defendants knew where the plaintiffs were located,
they could have used a cease and desist |etter, instead of a naotification, if they
wished to avoid personal jurisdiction in Colorado.?” However, once the notifi-
cation was filed, and taking into account all the effects that the plaintiffs had to
fend off, “ plaintiffs’ only recourse, other than capitulation, was litigation.”#®

In its decision the court identified and relied heavily on one significant
difference between notifications and cease-and-desist letters—the effects of a
DMCA natification, which extend beyond providing notice,”® and result in an
“affirmative interference” with the alleged infringer’'s business®® The court
used this characteristic of notifications to overcome the two steps that other
courts had struggled with in assessing whether cease-and-desist letters could
present a sufficient basis for personal jurisdiction—the relatedness aspect of the
“minimum contacts,” and the fairness and reasonableness factor.?* Citing the
effects of the notification, the court brushed off any doubts as to whether the
action “arose out of” the notification and rejected policy arguments promoting
notifications as tools to initiate settlements.®?* The following section contrasts
the court’s reasoning in Dudnikov with the rationale used by courts in cases
concerning cease-and-desist letters; and questions whether the effects of DMCA

25 Dudnikov, 514 F.3d at 1082.
216 |d.
27 Dudnikov, 514 F.3d at 1082.

218 1d. Asfor the resolution of the Dudnikov case, the Tenth Circuit reversed the District Court’s
order and remanded in January 2008. No writ of certiorari was filed in the case, which con-
tinued before Judge Miller until the parties settled. See information on plaintiffs’ website at
Tabberone's Hal of Shame—Sevenarts Ltd and Chalk & Vermilion Fine Arts,
http://tabberone.com/Trademarks/Hall Of Shame/SevenArtsL td/SevenArtsLtd.shtml  (last vi-
sited Mar. 29, 2010).

29 pudnikov v. Chalk & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1082 (10th Cir. 2008).
20 |d, at 1080.

2l |d. at 1079-80.

22 |d, at 1082.

50 IDEA 777 (2010)



Setting Foot on Enemy Ground 817

notifications indeed differ from the effects of cease-and-desist letters to such a
degree asto warrant a different result in the personal jurisdiction inquiry.

VI. DM CA NOTIFICATIONSAND THE DUE PROCESSANALYSIS

Should cease-and-desist letters and DMCA notifications be treated dif-
ferently by courts when they decide whether letters and notifications present a
sufficient basis for personal jurisdiction in declaratory judgment actions against
rights holders? This section answers the question by contrasting the reasoning
adopted by the Tenth Circuit in Dudnikov with the rationale that courts utilize
when they conclude that cease-and-desist |etters do not present a sufficient basis
for personal jurisdiction over rights holders. The anaysisfollows the individual
steps of the personal jurisdiction test to reach the conclusion that athough dif-
ferences between letters and notifications exist, these differences should not
warrant opposite resultsin the personal jurisdiction inquiry.

Dudnikov offered no indication as to how a DMCA natification might
fit into a provision of along-arm statute because the Colorado long-arm statute,
which applied in the case, was found to be co-extensive with the Due Process
Clause® The court did not assess the application of the Colorado statute and
proceeded directly with the congtitutional analysis.?* However, one may hypo-
thesize what the result of a long-arm statute inquiry might be: A notification,
like a cease-and-desist |etter, is unlikely to be found to be an act of “transacting
business’ in the forum, but might pass as an act “causing injury” there. If letters
have been considered to “cause injury” in the forum, notifications would clearly
qualify aswell. In fact, the Tenth Circuit considered the effects of notifications
to be even harsher than the effects of letters? Applying the “committing of a
tortious act” provision would be as problematic in cases of notifications as in
instances of letters because notifications, if filed in good faith, are also not tor-
tious.? Clearly the tortious nature of an act need not be readily apparent for the
act to satisfy the long-arm statute provision, but the tortious nature must still be
alleged by the plaintiff. If there was no bad faith in the rights holder’ s assertion
of rights, through a letter or notification, the provision on tortious acts should

23 pudnikov, 514 F.3d a 1070; Douglas D. McFarland, Dictum Run Wild: How Long-Arm
Satutes Extended to the Limits of Due Process, 84 B.U. L. Rev. 491, 527 (2004).

224 pudnikov, 514 F.3d at 1070.
25 Dudnikov, 514 F.3d at 1082.

26 See Rossi v. Motion Picture Ass'n, 391 F.3d 1000, 1007 (9th Cir. 2004) (discussing why
plaintiff’s tortious interference, defamation, and intentiona infliction of emotional distress
claims must fail).
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not apply. Similarly, even if notifications are considered “tortious acts’ for pur-
poses of the long-arm statute, declaratory judgment claims, as opposed to claims
for misrepresentation or tortious interference with business, should not be
viewed as arising out of the acts. Regardless of the result of the long-arm sta-
tute inquiry, it should be the same whether aletter or anotification is at issue.

Similarly, no different outcome should result when the voluntariness
factor is assessed under the due process test. Both the Federa Circuit in patent
cases and the Tenth Circuit in Dudnikov decided that letters and notifications
were sufficient acts by the rights holders to substantiate personal jurisdiction if
other parts of the due process test were satisfied. However, the act of sending
letters or filing notifications in good faith only partly expresses a choice made
by the rights holder because both letters and notifications are a rights holder’s
reaction to an alleged infringer’s conduct. Only if letters or notifications are
sent in bad faith can it be argued that there is anything voluntary about them.
Therefore, in the absence of bad faith by the rights holder, voluntariness cannot
be ascribed to the rights holder’s action, whether it involves the sending of a
letter or thefiling of a notification.

Scrutiny of the “direction at the forum” aspect of the due process analy-
sis may yield different results depending on whether the approach of the Second
Circuit or the Federal Circuit is adopted. The Second Circuit approach®’ is un-
likely to lead to varying outcomes; as long as letters and notifications do not
mention the forum of the alleged infringer as the forum where the rights holder
contemplates filing a lawsuit, no direction at the aleged infringer’s forum will
be found.?® However, different outcomes for letters and notifications may result
under the Federa Circuit approach. In contrast to the Second Circuit, the Fed-
era Circuit focuses not on the contemplated direction of the future rights hold-
er's actions with regards to enforcement of hisrights, that is, the potential place
of filing an infringement suit, but on the direction of the letter itself to the a-
leged infringer.?® Here, one of the differences between letters and notifications
clearly complicates the analysis. Notifications, as opposed to the letters, are
addressed to a service provider, not to an aleged infringer.*® The question,
therefore, is whether the notification is to be deemed directed at the alleged in-

27 see generally Beacon Enters,, Inc. v. Menzies, 715 F.2d 757, 763-64 (2nd Cir. 1983) (illu-
strating the Second Circuit's approach of the “direction at the forum” prong of the due
process analysis).

#2814, at 766.

29 Seesupranote 77.

2017 U.S.C. §512(c)(3)(A) (2006).
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fringer, particularly if the rights holder does not know the location of the alleged
infringer when he files the notification.

Dudnikov did not answer the question of whether an act on the Internet,
or the effects of a DMCA notification, will be deemed directed at a specific fo-
rum, and only a few other cases may be called to assist on thisissue. Although
a significant number of cases deal with persona jurisdiction on the Internet,
they mostly concern the issue of jurisdiction availment through a website®!
Fewer cases exist that deal with the issue of an actor directing his act on the
Internet at a specific and yet unknown forum.

It would be tempting to develop a theory that would enable courts to
presume that defendants direct their acts at a specific forum. After al, the de-
fendants know they will be targeting a particular person in some specific forum;
they just do not know which particular forum that might be. Indeed, the District
Court for the Eastern District of Michigan adopted an approach based on such a
theory in Dedvukaj v. Maloney,? a case involving a sale of paintings on eBay.”
The court viewed personal jurisdiction over a seller on eBay as a tradeoff—
personal jurisdiction in a beforehand unknown forum in exchange for the possi-
bility of availing oneself of the tremendous commercial potential of cyber-
space.”® The court concluded that when the defendant sold paintings in an on-
line auction to the plaintiff, the defendant availed itself of the plaintiff’s forum
even though when he acted, the defendant did not know which forum it was.>

1 see Zippo Mfg. Co. v. Zippo Dot Com, Inc., 952 F. Supp. 1119, 1125-26 (W.D. Pa. 1997);
see also Brayton Purcell L.L.P. v. Recordon & Recordon, 575 F.3d 981, 986-87 (9th Cir.
2009); Trintec Indus., Inc. v. Pedre Promationa Prods., Inc., 395 F.3d 1275, 1281 (Fed. Cir.
2005); Capitol Records, L.L.C. v. VideoEgg, Inc., 611 F. Supp. 2d 349, 358-59 (S.D.N.Y.
2009); Michael Geist, The Shift Toward “Targeting” for Internet Jurisdiction, in WHoO
RULES THE NET? INTERNET GOVERNANCE & JURISDICTION 91, 94-105 (Adam Thierer &
Clyde Wayne Crews, Jr. eds., 2003).

232 447 F. Supp. 2d 813 (E.D. Mich. 2006).

#d. at 816.

24 1d. at 820. The court stated:

It should, in the context of these commercia relationships, be no great sur-
prise to sellers—and certainly no unfair burden to them—if, when a commer-
cia transaction formed over and through the internet does not meet a buyer’s
expectations, they might be called upon to respond in a legal forum in the
buyer's home state. Sellers cannot expect to avail themselves of the benefits
of the internet-created world market that they purposefully exploit and profit
from without accepting the concomitant legal responsibilities that such an ex-
panded market may bring with it.
Id.
5. at 821.
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However, this approach was not followed by other courts in similar cases in-
volving the issue of personal jurisdiction over a seller on eBay.*

The problem of extending personal jurisdiction over defendants who di-
rect their acts at a forum hidden in cyberspace is that it denies the defendants
their constitutionally guaranteed ability to “structure their primary conduct with
some minimum assurance as to where that conduct will and will not render them
liable to suit.”*" Presumptively, defendants do not shape their conduct based
solely on the substantive law that might apply in a lawsuit. If they did so, it
could be argued that as long as the federal copyright statute governed the matter,
defendants would structure their conduct in the same manner no matter where
potential alleged infringers resided. In addition to substantive law, however,
defendants may base their conduct on other facets of the legal landscape that are
connected with a specific potential forum, for example, whether juries tend to be
known as pro-rights-holder oriented. Therefore it is erroneous to presume that
rights holders will make the same choices no matter where the alleged infringers
reside in the U.S. or consent to jurisdiction, even when the substantive law that
governsin al possible foraisafedera statute.

Furthermore, when structuring their conduct, rights holders must take
into account not only all U.S. jurisdictions, but also all jurisdictions worldwide.
This is largely because when filing a notification, the holder may “target” an
aleged infringer outside the U.S. Although the DMCA requires that alleged
infringers select a U.S. jurisdiction, the requirement applies only to those who
file a counter notification and have an address in the U.S.*® An alleged infring-
er who decides to file a declaratory judgment action without ever filing a coun-

2% see Boschetto v. Hansing, 539 F.3d 1011, 101718 (9th Cir. 2008) (discussing the issue of an
act purposefully directed at an unknown and yet eventually specific forum), cert. denied, 129
S. Ct. 1318 (2009). The question was raised whether a sale through an eBay auction could
make the seller subject to persona jurisdiction in the buyer’s forum when the seller did not
know (and for that matter, no one actually knew) the identity, and therefore, the forum of the
buyer when the auction was posted on eBay. However, the court did not even reach the
question of direction at the forum; instead, it rejected personal jurisdiction because it deemed
the sale, on which it was supposed to be based, to be “a one-time contract” that “created no
‘substantial connection’ or ongoing obligations’ in the forum. Id. at 1019. According to the
court, the use of eBay per se does not “fend[] off jurisdiction in all cases’; specificaly, regu-
lar business conducted on eBay may be taken into account in the personal jurisdiction in-
quiry. Id. Judge Rymer, in her concurring opinion, pointed out a number of state and federal
district court decisions that also decided against personal jurisdiction over the seller on eBay
in the forum of the buyer. 1d. at 1023 n.6; see also Robey v. Hinners, No. 2008-CA-000989-
MR, 2009 Ky. App. LEXIS 70, at *8-17 (Ky. Ct. App. May 29, 2009) (citing recent cases).

7 World-Wide Volkswagen Corp. v. Woodson, 444 U.S. 286, 297 (1980).
28 17 U.S.C. §512(g)(3)(D) (2006).
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ter notification, or who has no address in the U.S., need not consent to jurisdic-
tion in a U.S. forum. Consequently, when the rights holder files a notification
against an alleged infringer he may expose himself not only to an unidentified
U.S. jurisdiction, but also to a hon-U.S. jurisdiction if such a forum considers
the notification a sufficient basis for jurisdiction over the rights holder.> It
appears unreasonable to expect that rights holders will “structure their primary
conduct” based on an expectation that their acts might result in their being haled
to any forum in the world.

Naturally, the lack of personal jurisdiction over a defendant in the fo-
rum where the alleged infringer resides does not mean that the alleged infringer
is left without aremedy. The alleged infringer may still bring suit in any other
forum where jurisdiction over the rights holder may be established. At a mini-
mum, the forum of the rights holder’s residence should aways be an option.
Suppose, however, that: 1) the rights holder is a hon-U.S. entity with no U.S.
presence; and therefore 2) the only alternative forum is outside the U.S.; but 3)
the foreign courts in the alternative forum do not consider copyright claimsto be
transitory causes of action,® and therefore refuse to entertain declaratory judg-
ment actions of non-infringement of a foreign—in this case, U.S—copyright.
This foreign “aternative” forum suddenly does not offer an alternative for liti-
gation at al. The Digtrict Court for the Northern District of California proposed
asolution in Doe v. Geller,** where the alleged infringer brought claims against
the copyright holder for misrepresentation under section 512(f) and a declara-
tion of copyright non-infringement.??> The court suggested that if no jurisdiction
over a rights holder may be obtained in the alleged infringer’s forum or else-
where in the U.S,, the preference for a default forum in cases under section

29 gee Urban & Quilter, supra note 112, at 676 (stating “material . . . resid[ing] outside the
United States’” has been targeted by a “large number of notices”).

On the issue of copyright claims as transitory causes of action, see supra note 98 and accom-
panying text.
241 533 F. Supp. 2d 996 (N.D. Cal. 2008).

22 Having already been sued for copyright infringement by the rights holders in the Eastern
District of Pennsylvania, the rights holders’ residence forum, the alleged infringer filed a suit
in the Northern District of California and attempted to establish that the California court had
personal jurisdiction over the rights holders based on the fact that they had filed aDMCA no-
tification with the service provider YouTubein California. 1d. at 1001. The plaintiff claimed
that the two English rights holders knowingly misrepresented to Y ouTube that one of plain-
tiff’s postings infringed their copyright, a claim under section 271(f) of the DMCA, and
sought a declaration of non-infringement; whereas the rights holders claimed lack of subject
matter and personal jurisdiction. Id. at 1000.

240
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512(f) should be the forum of the service provider.**® This proposal seems quite
reasonable; although extending jurisdiction over the rights holder in the service
provider’s forum, in general, is likely to fail the test of reasonableness, it may
nevertheless be justified if no aternative forum is available. The question is
whether it is sound to expect a priori that no alternative forum exists outside the
U.S. Instead, the existence of aforeign alternative forum should be scrutinized
in each individual case. As for the declaratory judgment claim alone, the court
did not elaborate on whether the result of its analysis would have been different
for a non-infringement claim absent the claim for misrepresentation under sec-
tion 512(f).** It may be argued that declaratory judgment claims, if brought
alone, would not really “arise out of” notifications.

The relatedness of arights holder’s act to an alleged infringer’'sclamis
the subject of scrutiny in the next step of the due process anadysis. It appears
indisputable that claims such as those for misrepresentation, including misrepre-
sentation under section 512(f), or tortious interference with a business aleged to
be committed by sending a cease-and-desist letter, or filing a DMCA natifica
tion, arise directly out of the letter or the notification. However, with declarato-
ry judgment claims, the nexus is equivocal. It is difficult to suggest, for in-
stance, that a claim for non-infringement of a patent arises out of a cease-and-
desist letter. As is sometimes argued by rights holders and pointed out by
courts, the claim arises out of the alegedly infringing activities of the alleged
infringer and not out of the letters sent by the rights holder.* If a broader ap-

283 However, in this particular case, where the defendants resided in the Eastern District of
Pennsylvania, and therefore an aternative forum in the U.S. was available, the court held that
finding personal jurisdiction over the English defendants in California based on the DMCA
notification that they sent to a service provider located in California would be unreasona-
ble—after al, the court emphasized, “[s]uch broad jurisdiction, premised solely on the hap-
penstance that many internet companies that are not even parties to § 512(f) litigation have
offices in Silicon Valley, is unreasonable.” Geller, 533 F. Supp. 2d at 1009. The court fur-
ther emphasized:

If plaintiff’s theory of jurisdiction were upheld, then the Northern District of
California could assert jurisdiction over every single takedown notice ever
sent to YouTube or any other company in Silicon Valley. Citizens around the
world—from Indonesia to Italy, Suriname to Siberia—could al be haled into
court in the San Francisco Bay area, Cdifornia, USA, for sending off a fax
claiming that avideo clip isinfringing.

Id.

See generallyid.

5 See eg., Wisev. Lindamood, 89 F. Supp. 2d 1187, 1191 (D. Colo. 1999). But cf. Red Wing
Shoe Co. v. Hockerson-Halberstadt, Inc., 148 F.3d 1355, 1360 (Fed. Cir. 1998) (“[T]he mir-
ror-image analysis does not account for the legitimate use of a declaratory judgment action as
a disentanglement tool.”).

244
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proach of relatedness is adopted, as has been the practice by the Federal Circuit,
then it suggests the conclusion that in addition to claims of misrepresentation or
tortious interference, declaratory judgment claims also arise out of letters and
notifications. ¢

Findly, in the last step of the due process analysis—the requirement
that maintaining the suit be reasonable and fair—the Dudnikov court focused on
the strong policy argument favoring pre-lawsuit settlements,?” which has been
cited as the basis for excluding cease-and-desist letters from the kinds of acts
that form the basis of personal jurisdiction.?® The court in Dudnikov reasoned
that DMCA natifications cannot be promoted in the same manner as letters be-
cause their effects differ significantly from those caused by letters®® The ef-
fects areindeed different, with the most important distinction being that a notifi-
cation leaves no discretion to the aleged infringer, who cannot decide whether
or not to take the risk of continuing to post the alegedly infringing material on
the Internet.®® Instead, the effects accrue immediately and the alleged infringer
cannot prevent them, at least in the initial period.® However, these immediate
harsh effects were designed to be countervailed by the put back procedure: If the
aleged infringer reacts with a counter notification and the rights holder does not
follow up with a court action within the prescribed period, the service provider
must put back online the alegedly infringing material .»? The fact that the put
back procedure does not work in practice as intended by the Act is troubling, but
is a problem that should be addressed through a reform of the notification sys-
tem®?* and not remedied through a particular approach to persona jurisdiction
based on notifications. Moreover, it seems impossible to compare the severity
of the effects that letters and notifications have on any particular entity; in fact,
courts have never scrutinized in detail what effects letters have on alleged in-
fringers nor derived their conclusions based on the degree of severity of such
effects. Undeniably, both instruments can result in very high costs for the a-
leged infringer, and it seems unwarranted to base the different outcome on a

24 gee Dudnikov v. Chalk & Vermilion Fine Arts, Inc., 514 F.3d 1063, 1078-79 (10th Cir.
2008) (discussing the various tests used by courts to assess rel atedness).

27 Dudnikov, 514 F.3d at 1081-82.
28 g,

249 |d.
20 see supra Section 1V,
251 |d.

%2 see supra note 138 and accompanying text.

23 geeUrban & Quilter, supra note 112, at 626-31.
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presumption that the effects of a notification must be harsher than the ones that
might have been theoretically caused by a letter.

VII. A DM CA NOTIFICATION AS* A CEASE-AND-DESIST LETTER PLUS
AN ADDITIONAL ACT”

There is another perspective from which the problem of personal juris-
diction based on DMCA notifications may be analyzed: Courts have found that
if cease-and-desist letters are combined with certain additional acts, personal
jurisdiction can be extended over rights holders based on the combination.®*
Some courts have cited Dudnikov as an example of the types of cases in which
the rights holder also committed other acts in addition to sending a letter; for
example, when a rights holder sends a letter and also files a notification, the
notification has been interpreted as the additional act that justifies the exercise
of personal jurisdiction.?® In fact, the mere filing of a notification may be inter-
preted as “letters plus an act,” on the theory that a notification comprises two
eements. 1) a “notice’ eement, the information transmitted to the alleged in-
fringer via the service provider, and 2) an “additional act,” the takedown man-
dated by the DMCA. Should a notification be considered an “additional act”
when its use is combined with the use of aletter? Should a notification be con-
sidered “letters plus an additional act” when a notification alone is used? Do
notifications play a role in incentivizing rights holders to attempt settlement to
such a degree and in such a similar manner to cease-and-desist |etters that they
deserve to be treated the same way?

From the various types of conduct found by courts to qualify as suffi-
cient “additiona acts’—the conclusion of exclusive license agreements,®® li-
cense agreements including obligations such as to enforce rights or inform po-
tential infringements of rights,®” systemic development of markets through vari-

%4 gGjlent Drive, Inc. v. Strong Indus., Inc., 326 F.3d 1194, 1202 (Fed. Cir. 2003); Genetic Im-
plant Sys., Inc. v. Core-Vent Corp., 123 F.3d 1455, 1458 (Fed. Cir. 1997).

25 Campbell Pet Co. v. Miae, 542 F.3d 879, 886-87 (Fed. Cir. 2008).

%6 gee Avocent Huntsville Corp. v. Aten Int'l Co., 552 F.3d 1324, 1335-36 (Fed. Cir. 2008),
cert. denied, 129 S. Ct. 2796 (2009); Breckenridge Pharm., Inc. v. Metabolite Labs., Inc., 444
F.3d 1356, 1366-67 (Fed. Cir. 2006); Silent Drive, Inc. v. Strong Indus., Inc., 326 F.3d 1194,
1202 (Fed. Cir. 2003); Inamed Corp. v. Kuzmak, 249 F.3d 1356, 1361 (Fed. Cir. 2001); Akro
Corp. v. Luker, 45 F.3d 1541, 154849 (Fed. Cir. 1995).

7 NovaBiomedical Corp. v. Moller, 629 F.2d 190, 191, 196-97 (1st Cir. 1980) (finding that no
due process concern existed because in addition to sending the letters, the patent holder
maintained a cross-licensing agreement with the Massachusetts corporation, which apart
from royalties aso included provisions on exchange of quarterly reports on worldwide sales,
inspections by the patent holder of the licensee’'s books, and obligations to inform of sus-
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ous activities®® or judicia or extrajudicia enforcement of the rights at is-
sue”—the “additional acts’ of extrgjudicial enforcement are particularly perti-
nent for the purposes of the present analysis. An instructive example of a case
involving such acts is Campbell Pet Co. v. Miale,® in which the Federal Circuit
found that the rights holder’ s conduct at a convention, which included confront-
ing employees of the aleged infringer and trying to have the convention manag-
er remove the alegedly infringing products, reached the level of the kind of
extrajudicia enforcement that in combination with a cease-and-desist letter war-
ranted personal jurisdiction over the rights holder.?*

Undeniably, every DMCA notification includes a component of extra-
judicial enforcement. A notification can be dissected into a “cease-and-desist
letter” portion, which corresponds to the informational character expected of a
cease-and-desist letter; and an “extrgudicia enforcement” portion, which leads
to the “quasi preliminary injunction”—the takedown of the allegedly infringing
material—that the service provider must perform upon receiving a notifica
tion.®? In that sense, the “extrgudicia enforcement” portion, embedded in a
notification, resembles the attempt by the rights holder in Campbell to have the

pected infringements). However, the Federal Circuit has found that a non-exclusive license
without right to inspect, obligation to enforce rights, etc., isinsufficient for personal jurisdic-
tion. See Breckenridge Pharm., Inc., 444 F.3d at 1367; Red Wing Shoe Co. v. Hockerson-
Halberstadt, 148 F.3d 1355, 136162 (Fed. Cir. 1998).

28 See Genetic Implant Sys, Inc. v. Core-Vent Corp., 123 F.3d 1455, 1458-59 (Fed. Cir. 1997);
Viam Corp. v. lowa Exp.-Imp. Trading Co., 84 F.3d 424, 428-29 (Fed. Cir. 1996). But cf.
Autogenomics, Inc. v. Oxford Gene Tech. Ltd., 566 F.3d 1012, 1020 (Fed. Cir. 2009)
(“[O]nly enforcement or defense efforts related to the patent rather than the patentee’s own
commercidlization efforts are to be considered for establishing specific persona jurisdiction
in a declaratory judgment action against the patentee.”); Avocent, 552 F.3d at 1338 (holding
that the sale of defendant’s goods in the forum without an exclusive distribution relationship
was not sufficient); Ham v. La Cienega Music Co., 4 F.3d 413, 416 (5th Cir. 1993) (finding
an insufficient basis for personal jurisdiction because no injury was alleged from the distribu-
tion).

29 See Campbell Pet Co. v. Miale, 542 F.3d 879, 886 (Fed. Cir. 2008) (discussing defendant’s
extra-judicial enforcement attempts as exceeding the bounds of simple infringement notifica-
tion); PDK Labs, Inc. v. Friedlander, 103 F.3d 1105, 1109 (2nd Cir. 1997) (concluding that
appellee’s attempts to enforce his patent rights in New York were sufficient to warrant ex-
tending personal jurisdiction to him). But cf. Nova Biomedical, 629 F.2d at 190 (holding that
personal jurisdiction did exist when the enforcement lawsuit was filed not against the plain-
tiff, a manufacturer, but against end users of the allegedly infringing product and in a differ-
ent forum).

20 542 F.3d 879 (Fed. Cir. 2008).
%L |d. at 886.
%217 U.S.C. §512(b)(2)(E), (c)(1)(C), (d)(1)(C)(3) (20086).
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convention manager remove the allegedly infringing product from adisplay. By
filing a notification, the copyright holder initiates an analogous process in which
a service provider must remove the alegedly infringing material from the web-
site.

However, one of the important distinctions between the situation in
Campbell and a case involving a DMCA natification is whether the act of
“extrgjudicial enforcement” can be separated from the notice of infringement.
In Campbell, the cease-and-desist letter and the demand for removal were se-
parable from one another,®® and the rights holder could have sent only a letter,
thereby shielding herself from personal jurisdiction. However, the two portions
of a natification are inseparable as both portions are operative once a notifica
tion isfiled, and the rights holder cannot bypass the second portion of the notifi-
cation.® In Campbell, the rights holder could have sent letters to the alleged
direct infringer and even to the convention organizer, thus avoiding subjecting
herself to jurisdiction in the alleged infringer’s forum. But in notification cases,
unless the rights holder knows the identity of the alleged infringer, he will not
be able to send a letter, and will have to use a notification, thereby setting in
motion the “extrgjudicial enforcement” and exposing himself to persona juris-
diction in the potentially undesirable forum.

The inseparability of the notice and the “extragjudicial enforcement” em-
bedded in a DMCA noatification suggests that rights holders should not be “pu-
nished” for using a notification when a cease-and-desist |etter is not available
and a notification is the only form of notice possible. Under such a scenario, if
the Tenth Circuit’s approach in Dudnikov is followed, two situations can be
envisioned: One in which personal jurisdiction will not be established based on
a notification, and another in which it will. The first situation involves arights
holder who knows neither the identity nor the location of the alleged infringer.
In this case, the notification will not be deemed to be directed at the particular
forum of the alleged infringer; will not surpass the “minimum contacts’ step of
the due process analysis; and cannot become a basis for persona jurisdiction
over therights holder. Consequently, the rights holder will retain the possibility
to inform the aleged infringer of the infringement without being exposed to
personal jurisdiction even if the alleged infringer hides in cyberspace.

The second situation results in a different outcome because the rights
holder does not know the identity of the alleged infringer, but is aware of his
location. In this case, the rights holder still cannot use a letter, but the notifica-
tion he files will be deemed to be directed at the forum of the alleged infringer,

23 Campbell, 542 F.3d at 881-83.
4 geesuprasection V.

50 IDEA 777 (2010)



Setting Foot on Enemy Ground 827

and because the direction requirement will thereby be satisfied, personal juris-
diction will be extended over the rights holder. Although this is perhaps not a
very common scenario at present, it seems to be the most advantageous scenario
from a potential infringer’s point of view because it is a simple way to lure the
rights holder into the potential infringer’s forum. But it is also an unjust out-
come for the rights holder when he has a notification as his only option to put
the alleged infringer on notice. As aresult, the rights holder is deprived of the
opportunity to “set foot on enemy ground” to attempt to reach a settlement
without being exposed to personal jurisdiction in the “enemy’s’ forum.

While the latter situation is clearly unjust to the rights holder, suppose
the rights holder knows not only the location but aso the true identity of the
alleged infringer and therefore can choose between a letter and a DMCA notifi-
cation. Apparently this was the case in Dudnikov, the outcome of which sug-
gests that a rights holder may act in one of three ways. He may 1) limit his ac-
tions to sending a cease-and-desist |etter to the alleged direct infringer and avoid
jurisdiction in the aleged infringer’s forum; 2) send a DMCA notification and
commit an act of “extrgjudicial enforcement” that will lead to exposure to per-
sonal jurisdiction in the aleged infringer’s forum; or 3) utilize both a letter and
a notification, with the same consequences as in 2). The latter two choices
create a problem for the rights holder that is connected with another important
distinction between Campbell and a case involving a DM CA natification, which
concerns the possibility of avoiding, or a a minimum, mitigating the cost of
extended access to the infringing material while the rights holder attempts to
Settle.

Once a rights holder discovers materia infringing his rights, whether
displayed on the Internet or in the physical world, it isimportant for him to halt
the infringement as soon as possible. In cases involving intermediaries who
might be held secondarily liable, such as the convention organizer in Campbell,
the rights holder can shift the cost of the extended access to the infringing ma-
terial by sending a cease-and-desist |etter to the intermediary. The cost at that
point—or even earlier if conditions of secondary liability were fulfilled before
the intermediary received the letter—Ilies with the intermediary, who must de-
cide whether or not to stop the display. If he does not and the material is later
found to be infringing, the rights holder can recover the cost of the extended
display from the intermediary. Thisis an important component of the incentive
to settle: If he will incur the cost of the extended display while waiting for the
alleged infringer’s reaction to the letter, the rights holder will not be as moti-
vated to settle. The legal framework is structured so that the rights holder does
not lose by sending a letter to the alleged direct infringer in a good faith attempt
at settlement. If settlement is not achieved, the rights holder is not subject to the
aleged direct infringer’s forum, assuming that the only contact with the forum
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was the letter; but he can still collect increased damages from the direct, and
after receiving the letter, if not earlier, willful, infringer, and he may also recov-
er the cost of extended access from the secondary infringer.

In cases where the intermediary is a service provider, with liability li-
mited by the DM CA, the problem, according to the approach adopted in Dudni-
kov, is that the rights holder cannot attempt to settle without either incurring the
cost of the extended display or exposing himself to the alleged infringer’s fo-
rum. The only way to avoid the cost is to file a notification, which leads to an
immediate takedown. However, because this action is deemed to include an act
of “extrgjudicial enforcement,” it establishes the basis for persona jurisdiction
in the alleged infringer’ sforum. To prevent being haled to that forum, the rights
holder must refrain from using the notification and bear the cost of an extended
display, which seems to be particularly damaging in cyberspace where costs can
grow exponentialy every second that the material is posted or linked to. Yet,
the rights holder has no secondary infringer from whom to recover the costs of
extended display because, under the DMCA, no monetary relief can be obtained
from the service provider.®® Therefore, arights holder’ s attempts to settle with-
out exposing himself to the alleged infringer’s forum will be extremely costly.
As such, he might decide to file a lawsuit first to secure the forum of his choice
rather than wait for the unknown result of the settlement efforts.

The opportunity to avoid the cost of extended display is an integra
component of the incentive to settle without suit, and absent this opportunity,
the incentive for a rights holder to attempt settlement is significantly dimi-
nished. If the policy of promoting settlements continues to be dispositive in the
personal jurisdiction inquiry when jurisdiction based on cease-and-desist |etters
is evaluated, it should also govern the consideration of jurisdiction over rights
holders in DMCA notification cases and lead to the same result: No personal
jurisdiction over arights holder based on a notification.

VIII. CONCLUSIONS

This paper presents the reasons for which a good faith DMCA notifica
tion, utilized either aone or in tandem with a cease-and-desist letter, should not
be considered a basis for extending persona jurisdiction over a non-resident
rights holder in an aleged infringer’s forum. First, the outcome of the applica-
tion of a long-arm statute and the due process personal jurisdiction anaysis
should not be different for letters and notifications because distinctions between
the two instruments are not of sufficient magnitude as to warrant different ap-

25 Digital Millennium Copyright Act, Pub. L. No. 105-304, § 512, 112 Stat. 2877 (1998).
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proaches to them. Second, notifications deserve to be treated in the same man-
ner as letters in the persona jurisdiction inquiry because they are equal relatives
in the incentive to settle; they both enable the rights holder to avoid the costs of
having the infringing material remain accessible—costs that are likely to be
higher in cyberspace than in the physical world. Although the court in Dudni-
kov concluded otherwise, the same treatment should be afforded to notifications
as long as the policy of promoting settlements prior to filing lawsuits remains
important enough to warrant the exclusion of cease-and-desist letters from the
possible bases of personal jurisdiction.

If the Dudnikov approach is adopted, it may lead to two significant and
undesirable consequences. Firgt, infringers will adjust their conduct to ensure
that they can lure any rights holder into their forum; they will list their location
on the Internet but not reveal their identity, ensuring that rights holders will not
be able to send cease-and-desist |etters but will be forced to utilize notifications.
Such notifications will then be deemed to be directed at the forum of the alleged
infringer and will expose rights holders to personal jurisdiction in that forum.
Second, presuming that infringers will shape their practices to their best advan-
tage, rights holders will be left with no instrument that will allow them to pro-
pose settlement without creating the potential danger of being haled to the in-
fringers forum, and they will no longer have an incentive to seek settlement
before filing alawsuit.

Naturally, characterizing these consequences as “undesirable” presumes
that two policies continue to control the analysis, namely the strong policy of
promoting settlements and the particular equilibrium of copyright protection and
Internet operation that underpins the DMCA. Perhaps repeated abuses of rights
by their holders that seem to have permeated the intellectual property landscape
in the last decade will change the emphasis that we wish to afford to the policy
of promoting settlements. Perhaps these negative experiences will weaken the
policy to the point that it will one day be outweighed by factors of fairness and
reasonableness in the due process analysis; and good reasons will be found to
extend personal jurisdiction over rights holders even in cases when a letter or
notification was sent in good faith. Similarly, if the particular balance of copy-
right protection and operation of the Internet that underpinned DMCA policy
when it was drafted proves to be outdated, it may lead to a future conclusion
that it isin fact fully justifiable for a rights holder to bear the burden of the cost
of extended access to infringing materia on the Internet. However, that conclu-
sionisnot justified at present.

The DMCA notification system has flaws and commentators generally
agree that it should be revised because the potential for abuse of the system is
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indeed intolerable. As various commentators have suggested,®® a substantial
revision of the system to fully account for the needs of Internet users—who are
also potential alleged infringers—and service providers is highly desirable. In
whatever form and to whatever extent the revision may take place, whether it
focuses on the DMCA in isolation or comprehensively as a reform unifying
various aspects of al systems of Internet safe harbors,®" it should also address
the issue of personal jurisdiction over rights holders who send notifications with
the good faith intention of settling disputes.

%6 See Lemley, supra note 112, at 119; Urban & Quilter, supra note 112, at 688-93.
%7 Lemley, supra note 112, 102.
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