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I N THE UNI TED STATES DI STRI CT COURT
FOR THE NORTHERN DI STRI CT OF CALI FORNI A

GROUPE CANAL+ S A, CANAL+ No C 02-1178 VRW
TECHNOLOG ES, S A, CANAL
TECHNOLOG ES, | NC,

ORDER
Pl aintiffs,
Y,

ND% GROUP PLC, NDS AMERI CAS,
I NC,

Def endant s.

Def endants nove to dism ss or transfer for inproper

venue. Doc #42. Def endants al so npbve to dismss for failure to

state a claim pursuant to FRCP 12(b)(6). Doc #41.

|
Plaintiff Canal + Technol ogies (Canal +) is a French
corporation that produces “conditional access technol ogy on
cards that contain highly specialized m crochips with advanced
sof tware and encryption algorithms” to limt access to digital
pay tel evision progranms. Conpl (Doc #1) at § 7. These cards
are commonly referred to as “smart cards.” Canal + asserts that

it is the owner of a copyright of software code for certain of
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its smart cards, which it refers to as “Medi aGuard User ROM
software code.” 1d at | 44.

Plaintiff G oupe Canal+ is a French corporation that
produces pay television in Europe. 1d at 1 6. Plaintiff Canal +
USA is a California corporation, with its principal place of
busi ness in Cupertino, California, which markets Canal +' s
technology in the United States. |Id at Y 6-8.

Def endant NDS Group is a British conpany that, anpng
ot her things, also provides conditional access technol ogy for
digital programming. 1d at § 9. NDS Anericas, a Del aware
corporation based in Newport Beach, California, is NDS G oup’s
Ameri can subsidiary. Id at T 10.

In March 1999, Canal + learned that its smart card
sof tware code had been published on the website “DR7.com” See
idat § 3. After the publication of its smart card code, Canal +
al | eges that counterfeit Canal+ smart cards began to appear in
| arge nunbers on the market, causing harmto Canal+ and its
custoners. See id.

As a result of the proliferation of counterfeit cards,
Canal + began to attenpt to determ ne the person or persons
responsi ble for revealing its code. See id at 1 4. Canal +
contends that this investigation led to defendants NDS Group and
NDS Anericas (collectively, NDS), which are conpetitors of
Canal +. Canal + al |l eges that NDS obt ai ned Canal + smart cards and
sent themto a NDS | aboratory in Israel for analysis. See id at
1 23. At this facility, an NDS team of engineers allegedly

extracted the software stored on the smart cards and used this
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information to downl oad the User ROM software fromthe smart
card. See id. According to Canal+, the UserROMis the portion
of the menory of a smart card that is necessary to control
access to the digital stream See id. NDS then allegedly
created a file containing the User ROM portion of the smart card
and transported it to NDS Anericas in California, with
instructions that it be published on the internet. See id at
25. According to Canal +, NDS Anerica transmtted the code from
California to Al Menart, the operator of the DR7.com website,

based i n Canada, who published the code on his website.

As a result of these allegations, Canal+, inits
conpl aint, brings eight causes of action, including unfair
conpetition and copyright infringenent. Defendants nove to
dismss for failure to state a claim Doc #41. Defendants al so
nove to dism ss for inproper venue or, in the alternative, to
transfer venue to the Southern Division of the Central District
of California. Doc #42. The court will consider defendants’
venue notion first as the FRCP 12(b)(6) notion should be

consi dered by a court in which venue is proper.

I
A

Venue is based on the facts alleged in a well-pl eaded

conpl aint. See Hoover Group v Custom Metalcraft, 84 F3d 1408,

1410 (Fed Cir 1996). Plaintiffs have the burden of establishing
that venue is proper in the Northern District. See Piednont

Label Co v Sun Garden Packing Co, 598 F2d 491, 496 (9th Cir
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1979).
Venue nmust generally be established for each defendant agai nst

whi ch a cause of action is brought. See Hoover Group, 84 F3d at

1410. Moreover, the court nmust consider whether venue is proper

for each claimalleged in the conplaint. See Verbis v |owa Dept

of Human Serv, 18 F Supp 2d 770, 774 (MWD M ch 1998), citing

Sal poglou v _Schlonmpb Wdder, M D, 899 F Supp 835, 839 (D Mass

1995); Jarrett v State of North Carolina, 868 F Supp 155, 158 (D

SC 1994). See al so Sheppard v Jacksonville Marine Supply., lnc,

877 F Supp 260, 269 (D SC 1995).

Def endant s acknow edge that venue is appropriate in
this court for the clainms against NDS G oup. The Alien Venue
Act, 28 USC 8§ 1391(d), provides that “[a]n alien may be sued in
any district.” As NDS Group is indisputably a foreign
corporation, it may be sued in the Northern District; the
question remains, however, whether NDS Anericas is simlarly
subject to suit. Resolving this question will involve
consi dering the particular venue provisions applicable to
plaintiffs’ clainms, as each claimis brought against both
def endants.

In counts three and four plaintiffs allege direct and
contributory copyright infringement, in violation of 17 USC §
101, et seq. These counts assert infringement of Canal +' s
copyright in its User ROM software code. Plaintiffs’ other
counts, for tortious interference, unfair conpetition and
conspiracy, are based on defendants’ alleged use of the pirated

code to “the detrinment of Canal + s business and its reputation

4
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anong custonmers and in the industry.” 1d at § 35. Count eight
all eges a violation of the Racketeering Influenced and Corrupt
Organi zations Act (RICO). Neither party addresses venue over
count seven, which alleges violation of the Digital MI I ennium
Copyright Act, 17 USC § 1201(a)(2).

Plaintiffs’ state |aw clainms are governed by the
general venue statute, 28 USC § 1391(b), which provides that
venue is only appropriate in:

(1) a judicial district where any defendant resides, if
all defendants reside in the same State, (2) a judicial
district in which a substantial part of the events or
onmi ssions giving rise to the clalmoccurred, or a
substantial part of property that is the subject of the
action is situated, or (3) a judicial district in which
any defendant may be found, if there is no district in
whi ch the action may ot herw se be brought.

Pursuant to 8 1391(c), a corporate defendant “resides”
in any district in which it is subject to personal jurisdiction
at the time the action is comenced.

In copyright infringenent actions, venue is governed by
28 USC § 1400(a), which provides:

Civil actions, suits, or proceedings arising under any
Act of Congress relating to copyrights or exclusive
rights in mask works or designs may be instituted in
the district in which the defendant or his agent

resi des or may be found.

Under this section, venue is proper in any judicial
district in which the defendant woul d be amenabl e to personal
jurisdiction, if the district were a separate state. Col unbia

Pictures TV v Krypton Broadcasting, 106 F3d 284 (9th Cir 1997),

rev’'d on other grounds in Feltner v Colunbia Pictures

Tel evision, Inc, 523 US 340 (1998). The anal ysis whet her venue
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I's appropriate under the federal copyright statute is,
therefore, the sanme as that performed under the general venue
statute, pursuant to § 1391(c).

RI CO contains its own venue provision, 18 USC §
1965(a), which provides that an action may be brought in a
district in which the defendant “resides, is found, has an
agent, or transacts affairs.” RICO s venue provision, however,
i's not exclusive, but supplenents the general venue provision.

See Delta Educ, Inc v Langlois, 719 F Supp 42, 49 (D NH 1989).

Not wi t hst andi ng t hese different venue provisions, the
parties correctly agree that venue is appropriate for each claim
only if defendants would be anenable to personal jurisdiction in
the Northern District, for that claim if the Northern District
were a separate state. See, e g, Pl Opp Br at 4.

Plaintiffs do not dispute defendants’ argunment that NDS
Americas is not subject to general jurisdiction in the Northern
District. Idat 6 n5. This inplicit concession appears to be
appropriate. NDS Anericas is headquartered in Newport Beach,
California. Lynskey Decl (Doc #44) at Y 4. NDS Anerica does
not have an office in the Northern District, nor any enpl oyees,
of ficers or directors who work in the Northern District. 1|d at
T 5. NDS Anericas owns no real property in the Northern
District and, of its five United States clients, none is based
in the Northern District. |Id at 5, 7.

Plaintiffs contend, however, that specific jurisdiction
over NDS Anericas exists in the Northern District for each claim

inits conplaint. The Ninth Circuit enploys
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a three part test for analyzing whether the exercise of
specific jurisdiction satisfies the requirenments of due
process:
(1) the defendant nust purposefully avail hinself of
the privilege of conducting activities in the forum
}hereby I nvoki ng the benefits and protections of its
aws;
(2) the claimnust arise out of or result fromthe
def endant’s forumrelated activities; and
(3) the exercise of jurisdiction nust be reasonabl e.

Col unbia Pictures, 106 F3d at 289, citing Sher v Johnson, 911
F2d 1357, 1361 (9th Cir 1990). See also Data Disc, Inc v
Systens Technol ogy Assoc, Inc, 557 F2d 1280, 1287 (9th Cr
1977) .

The court first notes that plaintiffs do not allege
that their copyright infringement clains “arise under” any
activities by which NDS Americas has purposefully availed itself
of the privilege of conducting activities in the Northern
District. Rather, plaintiffs only address defendants’ venue
contentions concerning plaintiffs’ state | aw and RI CO cl ai ns.
Nor does it appear that plaintiffs could make a showi ng that NDS
Anmericas is anenable to venue in the Northern District for
plaintiffs’ copyright infringenment clains. Defendants are
correct that plaintiffs do “not identify a single act rel evant
to the copyright clainms that allegedly occurred in the Northern
District.” Def Rep Br (Doc #64) at 5. In fact, the only
plaintiff which is a donestic entity, Canal+ USA, is not even
all eged to be an owner of the allegedly infringed copyright.

Venue is, therefore, not appropriate in this district
for plaintiffs’ copyright infringenment clains agai nst NDS
Americas. The court notes that plaintiffs have not argued that
the court should apply a theory of “pendant venue” to these

clainms. In any event, the court is not inclined to apply this
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theory. The theory of “pendant venue” has “received limted
application and acceptance.” Goggi Corp v Qutboard Marine Corp,
422 F Supp 361, 366 (SD NY 1976). When applied, it is generally

only applied to reach conmon | aw cl ai ns pendant to federal
clainms. See id. Quite the opposite would be required here.
Congress has provided a specific venue statute for copyright
infringement actions. When the requirenents of that statute are
not satisfied, this court is not inclined to entertain a
copyright infringenent claim based solely on venue over rel ated

state law clains. See Hoffacker v Bi ke House, 540 F Supp 148,

150 (ND Cal 1981)(“a court may not entertain a patent claimwhen
the specific requirenents of the patent venue statute are not
sati sfied notw thstanding proper venue over other related clains
for relief.”).

Venue does appear to be appropriate, however, for
plaintiffs’ remaining clainm against NDS Americas. Despite
def endants paucity of direct contacts with the forum state,
plaintiffs contend that NDS Anericas has purposefully avail ed
itself of the privilege of conducting activities in this
district in two ways. First, plaintiffs contend that twelve
conpani es identified by NDS Anericas as worl dw de busi ness
partners are headquartered in the Northern District. See Pl Opp
Br at 8. The court notes that it is unlikely that the existence
of a partnership with conpanies in the Northern District,
wi t hout nore, is sufficient to establish venue in the Northern

District. See Nissan Motor Co v Nissan Conputer Corp, 89 F Supp

2d 1154, 1159 (CD Cal 2000). The court need not decide this
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I ssue, however, as plaintiffs have not alleged a nexus between
t hese partnerships and plaintiffs’ clainms against NDS Americas.
Plaintiffs, in other words, have not shown that their clains
ari se under these partnership activities.

Second, plaintiffs contend that the ol der purposeful
avai l ment test, which required some show ng of activities within
the forum has been supplenented by a “newer ‘effects’ test.”

Pl Opp Br at 9, citing Bancroft & Masters, Inc v Augusta Nat']l,
nc, 223 F3d 1082, 1087 (9th Cir 2000); Ziegler v Indian River

County, 64 F3d 470, 474 (9th Cir 1995); Haisten v Grass Valley

Medi cal Rei mbursenment Fund, Ltd, 784 F2d 1392, 1397 (9th Cir
1986) .

Plaintiffs are correct that, under the Suprene Court’s

decision in Calder v Jones, 465 US 783 (1984), “a foreign act

that is both ained at and has effect in the forumstate
satisfies the purposeful availnment prong of the specific

jurisdiction analysis.” Bancroft & Masters, 223 F3d at 1087.

Since Calder, courts “have struggl ed sonewhat with Calder’s
I nport, recognizing that the case cannot stand for the broad

proposition that a foreign act with forseeable effects in the

forum state always gives rise to specific jurisdiction.” |Id.
In Bancroft & Masters, the Ninth Circuit determined that in
order to establish venue there must be “sonething nore” than

nerely forseeable effects in the forum Specifically the court
hel d that the purposeful availnment requirenent is satisfied
“when the defendant is alleged to have engaged in w ongf ul

conduct targeted at a plaintiff whomthe defendant knows to be a
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resident of the forumstate.” 1d. Plaintiffs’ conplaint does
al l ege, in fact, that NDS Anericas purposefully engaged in
conduct targeted at Canal + USA, which has its principal place of
busi ness in the Northern District. See, e g, Conpl (Doc #1) at
19 29-30, 35.

Plaintiffs nust also show that its clains arise out of
NDS Anericas’ forumrelated activities. In the Ninth Crcuit,
courts “neasure this requirenent in ternms of ‘but for’

causation.” Bancroft & Masters, 223 F3d at 1088, citing Ziegler

v_Indian River County, 64 F3d 470, 474 (9th Cir 1995). This

test is clearly satisfied with respect to plaintiffs’ state |aw
and RICO clains. But for defendants’ (alleged) actions in

hi ghlighting the piracy of plaintiffs’ technol ogy, defendants’
state law and RI CO cl ai nrs woul d not have arisen.

Finally, for the purposes of the final prong of the
specific jurisdiction test, defendants do not contest that the
exercise of jurisdiction over NDS Anericas would be reasonabl e.
Plaintiffs, therefore, have made a prim facie show ng that
venue in the Northern District is appropriate over defendants
for plaintiffs’ state |law and RI CO cl ai ns.

In addition to arguing that venue is inproper in the

Northern District, defendants argue that venue is inconvenient

in this district and should be transferred pursuant to 28 USC 8§
1404(a). In considering whether a case should be transferred in
the interests of justice, courts generally consider the

follow ng factors: (1) the plaintiff’'s choice of forum (2)

conveni ence of the parties; (3) convenience of the w tnesses;

10
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(4) ease of access to the evidence; (5) famliarity of each
forumwith the applicable law, (6) feasibility of consolidation
of other clainms; (7) local interest in the dispute; and (8)
relative court congestion and time of trial in each forum

Wlliams v Bowran, 157 F Supp 2d 1103, 1106 (ND Cal 2001).

Wei ghi ng these factors, the court finds that this
matter should not be transferred pursuant to 8 1404(a). A
nmovant must denonstrate significant hardship to justify a
transfer of venue, not nmere inconvenience. See, e g, Mracle v

N Y P Holdings, Inc, 87 F Supp 2d 1060, 1073 (D Haw 2000). Both

districts are equally convenient for the foreign parties. The
mere fact that sone evidence and some wi tnesses are found in the
Central District does not present the degree of inconvenience
favoring a change of venue. Moreover, plaintiffs’ choice of

forumis deserving of deference.

B

Plaintiffs request that the court file their opposition
to the venue notion and certain exhibits to the declaration of
Stewart Ri chardson under seal, pursuant to Civ LR 79-5. The
| odged exhi bits are docunents classified as confidential by
def endants. Accordingly, for good cause shown, the clerk is
directed to file Exh #2 to plaintiffs’ m scell aneous
adm ni strative request under seal. Plaintiffs’ opposition
brief, however, nerely references these exhibits. There is not
good cause, therefore, for keeping this entire docunent fromthe

public record. Plaintiffs are directed to re-file a copy of

11
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their opposition brief with the references to the confidentia
exhi bits redacted. Upon the filing of this redacted docunent,
the | odged opposition brief shall be filed under seal.
/1
/1
/1

11

In sum NDS Anmericas is not anmenable to venue in this
forumfor plaintiffs’ copyright infringenment claims.
Accordingly, this court does not have venue over plaintiffs’
conplaint, as presently pled, and this action nust either be
di sm ssed or transferred to any district or division in which it
coul d have been brought. 28 USC § 1406(a).

The choi ce between these options should rest with
plaintiffs, for the court cannot substitute its judgnent of the
val ue of plaintiffs’ copyright infringement clains against NDS
Anmericas for plaintiffs’ own judgnment. Accordingly, the court
determ nes that plaintiffs’ conplaint shall be DI SM SSED w t hout
prejudice. Plaintiffs may either file an amended conplaint in

this district, dism ssing NDS Anericas fromits copyri ght

infringement clains, or re-file this action in a district that
has venue over all clains and all defendants. |If plaintiffs
choose the former option, defendants may re-notice their FRCP

12(b)(6) nmotion and the court will either set a hearing date on
that notion or decide it on the papers. For now, defendants’
notion to dismss for failure to state a claim (Doc #41) is

TERM NATED. Def endants’ motion to

12
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di sm ss for inproper venue (Doc #42)

conplaint is DI SM SSED w t hout

IT 1S SO ORDERED

i s GRANTED. Plaintiffs’

prej udi ce.

13

VAUGHN R WALKER
United States District
Judge




