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Thi s di spute concerns the exercise of personal
jurisdiction over defendant Fivetech Technology Inc., a Taiwanese
corporation with its principal place of business in Taipei,
Taiwan. |In the underlying action, plaintiff Southco, Inc.,
asserts clains for patent and trademark infringenent against the
defendant. The plaintiff contends that the defendant sold
i nfringing panel fasteners (screws) in Pennsylvania and the
United States. The defendant noves to dismss for |ack of
personal jurisdiction, contending that it does not conduct
regul ar business with the United States and does not have
“m ni mum contacts” sufficient to warrant personal jurisdiction.
For the reasons that follow, the Court will deny the notion to

di sm ss.

Jurisdictional Facts

The plaintiff, Southco, Inc. (“Southco”), is a Delaware
corporation with its principal place of business in Pennsylvani a.

Def endant Fivetech Technol ogy, Inc. (“Fivetech”) is a Taiwanese



corporation with its principal place of business in Taipei,
Tai wan. Decl. of Jessie P. Wang (“J. Wang Decl.”) T 4, Ex. to
Def.” s Mot. to Dismss (“Def.’s Mdt.”). Both conpanies
manuf act ure nechani cal parts, including “panel fasteners,” which
are a type of screw Conpl. T 6; J. Wang. Decl. § 5. O
relevance to this action is the defendant’s 46 Series of panel
fasteners, which is the subject matter of the underlying
infringenment suit. Conpl. Y 8-10; Decl. of Helen H Wang (“H
Wang Decl.”) T 3, Ex. to Def.’s Mot.

The plaintiff is the assignee of three patents covering
the inventions used in its panel fasteners, and it has two
regi stered trademarks for the “Segnented G rcle” design that
appears on its netal goods.! Since 2007, the defendant has filed
two trademark applications and el even patent applications in the
United States Patent and Trademark O fice. Decl. of Antranig
Baroni an (“Baronian Decl.”) passim Ex. to Pl.”s Opp’'n. However,

the parties dispute the extent to which these applications rel ate

The plaintiff is the assignee of the follow ng patents:
U S. Patent Nos. 5,851, 095; 6,280,131; 6,468,012. Conpl. 11 12,
20, 28. The plaintiff has two registered trademarks for its
Segnented Circle design: Nos. 2,478,685; 3,678,153. Conmpl. 91
36, 41.



to the 46 Series screws at issue in the underlying suit.?

Notw thstanding its patent and trademark applications,
t he def endant neither conducts regul ar busi ness nor maintains any
of fices, enployees, or agents in the United States. J. Wang
Suppl. Decl. § 6. The defendant has never sold its products to
any person or conpany in the United States, except for one
transaction involving the sale of screws to a Pennsyl vani a- based
corporation in 2009, which is not a party to the present action.
Id.; G Wang Decl. 11 5-6

The defendant’s sale to a Pennsyl vani a- based cust oner
arose out of the defendant’s website. |In 2006, the defendant
| aunched an English website that is accessible world-w de. J.
Wang. Decl. § 11. The website does not permt users to purchase
products online or to engage in transactions, but it features a
“Contact Us” function by which users can submt a formrequesting
information. Decl. of Stephanie M Byerly (“Byerly Decl.”) 5,
Ex. to Def.’s Mot. On Novenber 13, 2009, Specialty Resources,
Inc. (“SRI”), a Pennsylvania corporation, enployed the “Contact

Us” feature to request a quote for 500 pieces of the defendant’s

The plaintiff refers to statements nmade in the defendant’s
trademar k applications, wherein the defendant represented that
its Series 46 screws had been sold in interstate conmmerce.
Baronian Decl. {7 8, 9, 11, 12, 37. However, the defendant
di sputes the accuracy of these representations and deni es that
its 46 Series screws were ever sold in interstate comerce.

Suppl enental Decl. of Jessie P. Wang (“J. WAng Suppl. Decl.”) 91
10-12, Ex. to Def.’s Reply; Decl. of Gary T. Wang (“G Wang
Decl.”) 1 20, Ex. to Pl.’s Suppl enental Br.
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46 Series screws. H Wang Decl. T 3. After several e-nai
exchanges between SRI and a representative of the defendant, SR
wired $384.50 to the defendant’s bank account |ocated in Taiwan.
Id. T 10. The defendant subsequently shipped 500 46 Series
screws to SRI, using SRI's international shipping account. 1d.
11. The defendant did not enter into a warranty or ongoi ng
purchase agreenment with SRI, and did not respond to numerous
future requests for information and quotes by SRI. [d. T 12-17.
Apart fromthe one sale to SRI, the majority of the
defendant’s custoners are in Taiwan and China. J. Wang. Decl. 1
5. One such custoner is Inventec, an original design
manuf acturer (“ODM )2 for notebooks. G Wang Decl. T 13.
| nvent ec manufactures and sells conputer servers to its
custoners, including Hew ett-Packard (“HP"). Inventec
i ncorporates the defendant’s 46 Series screws into sone of its
conputer servers, and purchases the screws either directly from
the defendant’s catal og or provides the defendant with
specifications based on custoner requests. [d. 1Y 14-15. For
i nstance, |Inventec has requested that the defendant provide

screws with knobs that are colored “HP Blue,” for use in servers

3According to the defendant, ODMs design their own equi prent
and then sell the equi pnent to name-brand conpanies. G Wang.
Decl. ¥ 13. In contrast, the plaintiff contends that |arge
conpani es, such as Hewl ett-Packard, cooperate in the design and
manuf acture of any ODM product, and never purchase products
desi gned exclusively by an OOM Decl. of Loic Cloarec (“C oarec
Decl.”) 1 11, Ex. to Pl.’s Reply to Def.’s Suppl enental Br.
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sold to HP. 1d. 1Y 14-15, 18. One such server incorporating the
defendant’s 46 Series screws is the HP M350 (&6 server, a sanple
of which the plaintiff purchased in the United States. Decl. of
Alex R Sluzas (“Sluzas Decl.”) § 17, Ex. to Pl.’s Opp’ ' n; see
also J. Wang Suppl. Decl. § 14.

Beyond these uncontroverted facts, the parties dispute
the extent of the defendant’s involvenent in the arrangenents
bet ween I nventec and HP. The defendant nmaintains via
declarations that HP is not its custonmer, and that the defendant
has no involvenent in the sales or distribution arrangenents
between I nventec and HP. G Wang. Decl. T 16. The defendant
further contends that it has no control over the distribution of
its screws once they are sold to Inventec, and has no know edge
wWth respect to where the screws will end up. 1d. Y 17-18.

In contrast, the plaintiff contends by way of
declarations that HP is, in fact, the defendant’s “custoner,”
even if the defendant has no formal contract with HP. Decl. of
Loic Coarec (“Cloarec Decl.”) 1 8, Ex. to Pl.’s Reply to Def.’s
Suppl enmental Br. Specifically, the defendant participates in the
construction of the HP server by providing screws that cannot be
used in any other product in view of their distinctive “HP Bl ue”
color. Therefore, the defendant has a “business rel ationship”
with HP. 1d. Mreover, the plaintiff contends that because HP

is Inventec’s only custonmer for the aforenentioned server, and



the defendant is Inventec’s only supplier of screws for said
server, then all of the HP M350 & servers sold in the United
States contain the defendant’s screws. 1d. Y 12. Finally, the
plaintiff points out that thirty-seven percent of HP's quarterly
revenue in 2010 was attributable to sales in the United States,
and therefore the defendant nust be aware that its products wll
end up in the United States. 1d. 11 15-16; see also “HP B FY10
Ear ni ngs Announcenent,” Ex. G to C oarec Decl

The plaintiff filed a conplaint on March 10, 2010,
al l eging patent and trademark infringenent based on the
defendant’s sales of the 46 Series screws. The plaintiff clains
that the 46 Series screws enbody the inventions covered by the
plaintiff's patents. In addition, the plaintiff argues that the
def endant enploys a mark simlar to the plaintiff’'s “Segnented
Circle” design, which is a registered trademark. The defendant
nmoved to dism ss the conplaint for |ack of personal jurisdiction.
The Court held oral argunment on Septenber 9, 2010, and invited
suppl emental briefing on the jurisdictional inquiry, with
particular regard to the defendant’s relationship with Inventec
and HP. For the reasons that follow, the Court wll deny the

nmotion to disnm ss.

1. Lack of Personal Jurisdiction

The defendant has noved to dism ss the conplaint for



| ack of personal jurisdiction, pursuant to Federal Rule of G vil
Procedure 12(b)(2). The defendant submtted declarations to
establish that it does not conduct business or have assets,

of fices, or enployees in the United States. It further argues
that the jurisdictional contacts on which the plaintiff relies

are insufficiently substantial to establish jurisdiction.?

A. St andard of Revi ew

Questions of personal jurisdiction in patent actions
are governed by Federal G rcuit law, rather than the |l aw of the

regional circuit in which this Court sits. Synthes (U S . A) v.

G M dos Reis Jr. Ind. Com de Equip. Medico, 563 F.3d 1285, 1292

(Fed. Cir. 2009). Wwen a court nust decide a notion to dismss
for lack of personal jurisdiction on the basis of affidavits and
witten materials alone, in the absence of an evidentiary
hearing, a plaintiff need only nake a prima facie show ng that a

defendant is subject to personal jurisdiction. Elecs. for

|maging, Inc. v. Coyle, 340 F.3d 1344, 1349 (Fed. Cr. 2003). 1In

deciding the notion, the Court nmust “accept the uncontroverted
allegations in the plaintiff’s conplaint as true and resol ve any
factual conflicts in the affidavits in the plaintiff’s favor.”

Id.

“As wi |l be discussed below, the Court will analyze the
defendant’s contacts with the United States as a whole in
conducting the personal jurisdiction analysis.
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B. Anal ysi s

Federal Rule of G vil Procedure 4 is the starting point
for any personal jurisdiction analysis in federal court.
Synt hes, 563 F.3d at 1293. Under Rule 4(k)(1)(A), service of
process establishes personal jurisdiction over a defendant “who
is subject to the jurisdiction of a court of general jurisdiction
in the state where the district court is located.” Fed. R Gv.
P. 4(k)(1)(A). In conducting the personal jurisdiction inquiry
under Rule 4(k)(1), a federal court analyzes the |ong-armstatute
and governing principles of the forumstate to determ ne whet her

jurisdiction has been established. 1d.; see also Touchcom |Inc.

v. Bereskin & Parr, 574 F.3d 1403, 1410 (Fed. G r. 2009). This

general ly enconpasses two steps. The court nust first determ ne
whet her the forumstate’'s | ong-arm statute authorizes personal
jurisdiction. The court nust then determ ne whether the exercise
of personal jurisdiction conports with constitutional due
process. Touchcom 574 F.3d at 1411.

In contrast, Rule 4(k)(2) applies when a defendant is
not subject to jurisdiction in any state’s courts of general
jurisdiction. Rule 4(k)(2) permts a federal court to exercise
personal jurisdiction over a defendant who has been served with
process if three requirenments are net: “(1) the plaintiff’s claim
ari ses under federal law, (2) the defendant is not subject to

jurisdiction in any state’s courts of general jurisdiction, and



(3) the exercise of jurisdiction conports with due process.”
Synt hes, 563 F.3d at 1293-94. Rule 4(k)(2) was designed to cl ose
a | oophol e whereby a defendant who was a non-resident of the
United States could escape jurisdiction by virtue of the fact
that it had insufficient contacts wwth any single state, even
t hough it had sufficient contacts with the United States as a
whole. See Fed. R Cv. P. 4(k)(2) advisory commttee notes to
1993 anendnent; Synthes, 563 F.3d at 1295-96. Rule 4(k)(2),
therefore, serves as a federal |ong-armstatute, and ensures that
“federal clains will have a U S. forumif sufficient national
contacts exist.” Touchcom 574 F.3d at 1414 (citing Synthes, 563
F.3d at 1295). When Rule 4(k)(2) applies, a court exam nes a
defendant’s contacts with the United States as a whole. Synthes,
563 F.3d at 1296.

The Court will apply Rule 4(k)(2) to the present
i nquiry, because both parties contend, and the Court agrees, that
Rul e 4(k)(2) should govern the analysis. Def.’s Supplenental Br.
at 1; Pl.’s Opp’'n at 1. First, it is undisputed that the
plaintiff’s claimarises under federal law. Wth respect to the
second requirenent, the Federal G rcuit has interpreted Rule
4(k)(2) as placing a burden on the defendant, who can “avoid the
application of the rule only when it designates a suitable forum
in which the plaintiff could have brought suit.” Touchcom 574

F.3d at 1415. In other words, the defendant nust name one state



in which it is subject to jurisdiction in order to avoid Rule
4(k)(2). 1d. In this case, the defendant contends that it is
not subject to jurisdiction in any state court of general
jurisdiction. Having failed to designate an alternative state
forumin which the plaintiff could have brought suit, the Court
concl udes that the second requirenent of Rule 4(k)(2) is

satisfied. See Touchcom 574 F.3d at 1415.

Therefore, the only question before the Court is with
respect to the third requirenment of Rule 4(k)(2) - whether the
exercise of jurisdiction conports with constitutional due
process. In order to be subject to personal jurisdiction, due
process requires that a defendant have certain “m ni mrum contacts”
with the forum*®“such that the maintenance of the suit does not
offend traditional notions of fair play and substantial justice.”

Synt hes, 563 F.3d at 1296 (quoting Int’|l Shoe Co. v. Washi ngton,

326 U.S. 310, 316 (1945)). This requirenent ensures that a non-
resident has fair warning that a particular activity my subject

it tolitigation wwthin the forum Beverly Hlls Fan Co. V.

Royal Sovereign Corp., 21 F.3d 1558, 1565 (Fed. Cir. 1994).

A defendant’s contacts with the forumcan provide a
court with general jurisdiction or specific jurisdiction.
Synthes, 563 F.3d at 1297. Ceneral jurisdiction requires that a
def endant have “continuous and systematic” contacts with the

forum “Continuous and systematic” contacts confer jurisdiction

10



even when the cause of action has no relationship with those

contacts. 1d. at 1297 (citing Helicopteros Nacional es de

Colonbia, S.A. v. Hall, 466 U. S. 408, 416 (1984)). In contrast,

where the defendant has engaged in nore limted forumrel ated
activities and the plaintiff’s cause of action arises from or
relates to those contacts, the defendant may be subject to

specific jurisdiction. See Synthes, 563 F.3d at 1297.

The plaintiff does not contend that this Court has
general jurisdiction over the defendant, but rather argues that
the Court may exercise specific jurisdiction over the defendant.
Therefore, the Court will Iimt its inquiry to specific
jurisdiction using the United States as a whole as the forumfor
exam ning the defendant’s contacts.

The Federal Circuit has outlined a three-factor test
for determ ning whether a defendant is subject to specific
jurisdiction. This Court nust consider whether (1) the defendant
purposefully directed its activities at residents of the forum
(2) the claimarises out of or relates to the defendant’s
activities with the forum and (3) assertion of personal

jurisdiction is reasonable and fair. Elecs. for Inmaging, Inc. V.

Coyle, 340 F.3d 1344, 1350 (Fed. Cr. 2003). The plaintiff bears
the burden with respect to the first two prongs, which correspond
to the requirement that a defendant nust have “m ni mrum contacts”

with the forum |If the plaintiff establishes “m nimumcontacts,”

11



t he def endant bears the burden of show ng that the exercise of

jurisdiction is unreasonabl e under the third prong. 1d.

1. Pur posefully Directed Activities

Whet her the defendant has purposefully established
“mni mumcontacts” in the forumstate is the “constitutional

touchstone” of the Court’s inquiry. Burger King Corp. v.

Rudzew cz, 471 U. S. 462, 474 (1985) (citations omtted). The
plaintiff nmust accordingly denonstrate that the defendant
“purposefully directed” its activities towards the forum or

ot herwi se “purposefully avail[ed] itself of the privilege of
conducting activities within the forum State, thus invoking the

benefits and protections of its laws.” Avocent Huntsville Corp.

v. Aten International Co., 552 F.3d 1324, 1329 (Fed. C r. 2008)

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

requi rement of purposeful avail nent ensures that a defendant
“Wll not be haled into a jurisdiction solely as a result of
random fortuitous, or attenuated contacts, or of the unilateral
activity of another party or a third person.” [d. (quoting

Burger King Corp., 471 U. S. at 475).

The purposeful availnment prong is at the heart of the
present dispute, in which the parties primarily focus on two
jurisdictional contacts: the defendant’s sale of screws to

| nventec for use in the HP ML350 G5 server, and its one-tine sale

12



of screws to SRl in Pennsylvania.®> The defendant naintains that
this action nust be di sm ssed because these two contacts do not
constitute purposeful availnment of the forum Wth respect to
the sale of screws to Inventec, the defendant contends that it
has no control over the distribution of the servers in which the
screws are incorporated. |t does not know where the servers wll
be sold, or have any interest in the arrangenents between

| nventec and HP. Instead, the defendant has only a general

awar eness that sonme of the servers incorporating its screws may
be sold in the United States. The defendant contends that nere
foreseeability, w thout nore, cannot constitute purposeful
avai |l ment of the forumunder the case law. Moreover, with
respect to the one-tine sale of screws to SRI, the defendant
contends that an isolated sale for $384.50 is insufficiently
substantial to support jurisdiction, and should not enter into

t he anal ysi s.

In contrast, the plaintiff argues that the defendant
has purposefully availed itself of the United States by placing
its screws into the streamof comerce. |t argues that the
defendant sells its screws to Inventec with the expectation that

they will be incorporated into servers and sold in the United

°I'n addition to these two contacts, the parties dispute the
significance of other mnor jurisdictional contacts, such as the
defendant’s website and its patent and trademark applications
filed in the United States.

13



States, in view of HP”s |large market share in the United States.®
The plaintiff argues that not only does the defendant expect its
screws to end up in the forum but it has taken active steps to
avail itself of the forum such as directly selling its 46 Series
screws to SRI. According to the plaintiff, this Court has
jurisdiction based on the “stream of commerce” theory.

The Supreme Court first addressed the question of
whet her the placenent of goods into the “stream of commrerce” can

constitute purposeful availnment in Wrld-Wde Vol kswagen Corp. V.

Wodson, 444 U. S. 286 (1980). In Wodson, the Suprenme Court
found personal jurisdiction to be | acking where the defendant
seller’s products were transported into the forum state through
the unilateral actions of a third party, who had no pre-existing
relationship with the defendant.’ Wodson, 444 U.S. at 298.
However, the Court noted that where the sale of a product is not

sinply an isolated occurrence, but arises fromthe defendant’s

8ln addition, the plaintiff contends that the defendant is
t he exclusive supplier of screws to Inventec for the HP server.
However, the defendant disputes this fact and contends that
| nventec has other suppliers. Conpare Cloarec Decl. T 12 wth G
Wang Decl. § 14. The Court will address this dispute nore fully
bel ow.

‘Specifically, a retail car dealer and | ocal distributor
that served New York, New Jersey, and Connecticut were not
subject to jurisdiction in Cklahoma because a single car sold by
the dealer to a New York resident happened to suffer an acci dent
while driving through Ckl ahoma. W thout evidence that the
defendants tried to serve the Ckl ahoma market, this isolated
incident did not constitute purposeful availnent of the forum
Whodson, 444 U.S. at 568.
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efforts “to serve, directly or indirectly, the market for its
product in other States,” it would not be unreasonable to
conclude that a seller has purposefully availed itself of the
forum |d. at 297. Thus, personal jurisdiction may |lie over a
seller “that delivers its products into the stream of conmerce
wWth the expectation that they will be purchased by consuners in
the forum State.” [|d. at 297-98.

After Wodson, courts split over the precise

requi renents of the stream of comerce theory. |In Asahi Metal

| ndus. Co., Ltd. v. Super. &. of Cal., 480 U S. 102 (1987), the

Suprenme Court revisited the contours of this theory. The
guestion was whether a foreign defendant’s nere awareness t hat

t he conponents it manufactured would reach the forum state was
sufficient for a finding of mninmmcontacts. Asahi, 480 U S. at
105. The defendant, a Japanese tire val ve manufacturer, sold

val ve assenblies to a Tai wanese conpany, which in turn

i ncorporated the valves into finished tires and sold them
wor |l dwi de, including to a purchaser in California who was injured
as a result of a defect. Asahi, 480 U S. at 105-06. In

anal yzi ng whet her the Japanese manufacturer could be subject to
personal jurisdiction in California, the Supreme Court presented
two different tests for purposeful availnment through the stream
of comerce. However, neither test garnered a majority of votes,

with Justices O Connor and Brennan each witing for pluralities

15



of four. Under Justice O Connor’s test, the placenent of a
product into the stream of commerce, w thout nore, does not
denonstrate that a defendant “purposefully directed” its
activities toward the forum |[d. at 112. Even if a defendant is
aware that its product may end up in the forumstate, the
pl acenent of a product into the stream of commerce nust be
acconpani ed by additional conduct, such as
desi gning the product for the market in the forum
State, advertising in the forum State,
establishing channels for providing regular advice
to custoners in the forum State, or marketing the

product through a distributor who has agreed to
serve as the sales agent in the forum State.

Under Justice Brennan's test, a show ng of “additional
conduct” is unnecessary. Although his approach maintains the
requi renent that the defendant avail itself of the forum state,
Justice Brennan noted that “[a]s long as a participant in this
process is aware that the final product is being marketed in the
forum State, the possibility of a lawsuit there cannot cone as a
surprise.” |d. at 117.

In view of the conflicting approaches set forth in

Asahi, the Federal Circuit has not adopted a position with

respect to whether the placenent of a product into the stream of
commer ce coupled with mere awareness of its potential destination
is sufficient, or whether additional conduct is required. See,

e.qg., Avocent Huntsville Corp. v. Aten International Co., 552

16



F.3d 1324, 1332 (Fed. Cir. 2008) (citations omtted) (noting that
Federal Circuit has not resolved the split in authority reflected
in Asahi). 1In cases where the Federal Circuit has asserted
personal jurisdiction based on the stream of comrerce theory, the
def endants’ contacts have been sufficient to satisfy the nore
stringent test articulated by Justice O Connor.

A principal Federal GCrcuit case finding jurisdiction

based on the stream of commerce theory is Beverly Hills Fan Co.

v. Royal Sovereign Corp., 21 F.3d 1558 (Fed. Cr. 1994). | ndeed,

the plaintiff relies primarily on Beverly HIls in support of its

argunment. In Beverly Hlls, the question was whet her a China-

based ceiling fan manufacturer and its New Jersey based
di stributor could be subject to jurisdictionin Virginiain a
patent infringenment action. The China-based manufacturer had no
assets or enployees in Virginia, nor had it directly shipped the
infringing fans into the forum |d. at 1560. However, the
manuf acturer sold the fans to its distributor, who in turn
shi pped the fans to Virginia for sale in retail outlets. [d. at
1560, 1563-64. At least fifty-two of the manufacturer’s fans
were present at retail locations in Virginia, and they bore the
distributor’s warranty. |d. at 1564.

Based on these facts, the Federal G rcuit concl uded
that both tests set forth in Asahi were satisfied. The Court

noted that the presence of fifty-two fans in Virginia, coupled

17



with the distributor’s warranty, reflected “ongoi ng
relationships” with the forum Based on these ongoi ng

rel ati onships, the Court presuned that the defendants had
intentionally established a “distribution channel” by which the

goods would arrive in the forum Beverly Hills, 21 F.3d at 1564.

In other words, the presence of the fans in Virginia was not an
i sol ated occurrence, but arose fromthe defendants’ intentional
efforts to send goods into the forum |d. at 1566. Concl uding
that it could assert jurisdiction over the defendants, the Court
reasoned that the defendants “placed the accused fan in the
stream of commerce, they knew the |ikely destination of the
products, and their conduct and connections with the forumstate
were such that they shoul d reasonably have antici pated being
brought into court there.” |[d. at 1566.

The plaintiff argues that Beverly Hills should govern

thi s case. Li ke the manufacturer in Beverly HIls, the defendant

sold its screws through internediaries, Inventec and HP. In view
of HP"s large market share in the United States, the defendant
was aware that the forumwas a likely destination for its screws.
In addition, the plaintiff contends that the defendant’s
arrangement with the internediaries was at | east as exclusive as

the manufacturer’s distribution agreenent in Beverly Hlls,

because the defendant is the exclusive supplier of screws to

I nventec for the HP ML350 &5 server. Taken together, the

18



plaintiff argues that these facts establish an intentional
conduit into the forumand an ongoing relationship therewth.
The plaintiff additionally argues that the defendant has
undert aken addi ti onal conduct to serve the forum including the
sale of 46 Series screws to SR

The defendant argues that the Court should distinguish

Beverly Hlls and instead rely on Davlyn Mg Co. v. H&M Auto

Parts, Inc., 414 F. Supp. 2d 523 (E.D. Pa. 2005).% |In Davlyn,

the Court declined to exercise personal jurisdiction based on the
stream of commerce theory. The defendant manufactured oven
gaskets and clips, which it sold to a nati onwi de oven
distributor. The distributor in turn sold ovens incorporating
the allegedly infringing gaskets in Pennsylvania. Davlyn, 414 F.
Supp. 2d at 528-29. The Court adopted Justice O Connor’s test
from Asahi and declined to assert jurisdiction over the

manuf acturer, reasoning that the plaintiff had denonstrated no
nore than a “general awareness” that the defendant’s goods m ght
be incorporated in products that end up in Pennsylvania. [d. at
530. The Court found no evidence of additional conduct by the
def endant, such as warranties, marketing of the products in the

forum or identifying the products as originating fromthe

8The def endant acknow edges that Davlyn is not binding on
this Court, which nust follow Federal Crcuit precedent.
Nonet hel ess, the defendant argues that the facts in Davlyn are
parallel to this case and shoul d gui de the outcone.
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defendant. 1d. at 530-31. In addition, the defendant did not
enj oy an exclusive distribution arrangenent, as it was just one
of several conpanies that provided gaskets for the distributor’s
ovens. |d.

The defendant relies on the following parallels to
Davlyn. The defendant contends that it has only a general
awareness that its products nay end up in the United States. The
def endant does not have an excl usive channel for distribution
into the forum because it is one of several conpanies that
provi des screws for use in Inventec’'s servers. NMoreover, the
def endant has not engaged in any additional conduct to serve the
forum Specifically, the defendant has not entered into any
warranties, it has not marketed its products in the forum and it
has not directly shipped its products into the forum other than
the single sale of 46 Series screws to SRI. According to the
def endant, an exercise of jurisdiction would be based on nere
foreseeability.

The Court concludes that the plaintiff has nmade a prinma

faci e showi ng of purposeful avail ment based on Beverly Hlls and
Asahi. As an initial matter, the plaintiff has presented
evidence to establish that the defendant is at | east aware that
its products are likely to end up in the United States. Based on
the defendant’s own adm ssions, it has provided 46 Series screws

to Inventec with knobs designed to match the “HP Bl ue”
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specification. G Wang Decl. { 15; see also Ex. Cto C oarec
Decl. (defendant’s manufacturing drawing for screws sold to
| nventec with “HP Blue” specification). Therefore, the defendant
knows that its screws will be used in HP products. [In addition,
t he def endant acknow edged that “[i]t seens obvious that sone HP
servers will end up in the United States.” 1d. Y 18. This
awareness is further reinforced by the fact that HP has a | arge
mar ket share in the United States. C oarec Decl. 1Y 15-16; see
also “HP B FY10 Earni ngs Announcenent”, Ex. Gto Cl oarec Decl.
The plaintiff has al so presented evidence that

establishes nore than nere awareness on the part of the
defendant. As noted above, the plaintiff relies in part on
di sputed facts to make this showng. The plaintiff has submtted
decl arations contending that the defendant is the exclusive
supplier of screws for the HP server, providing:

| nventec has only one supplier of slate-blue captive

screws for the HP M.350 G6 server and that supplier is

Fivetech. Therefore, all HP M.350 & servers sold by

HP in the United States will contain Fivetech captive

SCrews.
Cloarec Decl. T 12. Al though the defendant has submtted
declarations to dispute this fact, its declarations are broad and
fail to address or negate the plaintiff’s contentions with

particularity. The defendant relies on the declaration of

Fivetech President Gary Wang, which provides:
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Al t hough I nventec buys captive screws from Fi vetech, |

understand that Inventec al so buys captive screws from

Sout hco and PEM I nventec may al so buy form[sic]

ot her local Taiwan and Chi nese manufacturers. |

understand that Inventec has a nunber of server

custoners including HP
G Wang Decl. ¥ 14. The defendant’s decl aration does not provide
specifics or even nention the HP M350 G6 server. Wile Inventec
may i ndeed have other suppliers of screws for its servers, the
decl aration does not address whether |Inventec has other suppliers
of screws for the HP ML350 G5 server in question. Therefore, the
decl aration does not directly rebut the plaintiff’s clains.

Because these facts are in dispute, the Court should

arguably resolve the dispute in favor of the plaintiff. Elecs.

for Imaging, Inc. v. Coyle, 340 F.3d 1344, 1349 (Fed. Cr. 2003).

If this dispute were to be resolved in favor of the plaintiff,
the Court finds that this case woul d be governed by Beverly
Hlls. The evidence of an exclusive arrangenent to supply screws
suggests an ongoi ng rel ati onshi p between the defendant and the
forum Therefore, this case would be distinguishable from

Davl yn, where the defendant was one of several suppliers of
gaskets to the oven distributor. Instead, the ongoing
relationship in this case would permt the Court to draw a
presunption that the defendant has sent its goods into the forum
via an established channel, simlar to the facts in Beverly

Hlls. And, under Beverly Hills, such a relationship with the
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forumwoul d provide the defendant with “fair warning” that it
could be subject to suit. 1d. at 1565.

However, even apart fromthe dispute over whether the
def endant has an exclusive relationship with Inventec, the Court
concludes that the plaintiff has established sufficient
addi ti onal conduct by the defendant to satisfy Justice O Connor’s
test in Asahi. Specifically, the defendant directly shipped its
46 Series screws into the forumwhen it sold 500 screws to SRl in
Pennsyl vania. The transaction with SRI did not occur as a result
of the unilateral action of a third party; instead, the defendant
directly transacted with SRI in the forum The Court finds this
to be additional, purposeful conduct on the part of the
def endant, such that the Court’s exercise of jurisdiction does
not rest on foreseeability al one.

The Court does not find persuasive the defendant’s
argunment that the sale to SRI was too insignificant to count as
addi tional conduct in the stream of commerce anal ysis. The
def endant argues that the sale to SRI was “random fortuitous, or
attenuated” in view of its |ow nonetary val ue — $384.50, or
approxi mately 0.01% of the defendant’s annual revenue - and
t herefore was not purposeful conduct. The Court does not find
the value of the transaction to be dispositive. |In Synthes

(US.A) v. GM dos Reis Jr. Ind. Com de Egquip. Mdico, 563

F.3d 1285 (Fed. G r. 2009), the Federal G rcuit found that the
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def endant purposefully availed itself of the forum by
transporting infringing goods to a trade show, notw thstandi ng
the fact that they were worth only $105 in total. 1d. at 1300.
Simlarly, this Court concludes that the defendant had “fair
warni ng” that its transaction with SRI could subject it to suit
in the forum notwthstanding its | ow nonetary value. Therefore,
the transaction constituted additional, purposeful conduct under
Justice O Connor’s test.

Mor eover, case | aw suggests that the sale to SRl al one
could be a sufficient basis for personal jurisdiction, even
absent facts supporting a stream of comrerce analysis. Courts
have concluded that a single sale into a forumby a non-resident
defendant is sufficient to establish personal jurisdiction. In

Precined S.A. v. Othogenesis, Inc., 2004 U S. Dist. LEXIS 23357

(E.D. Pa. Nov. 17, 2004), the Court concluded that a California
corporation purposefully availed itself of Pennsylvania by

shi pping a product into the forum The Court asserted personal
jurisdiction notw thstanding the defendant’s |ack of other
contacts with the forum and despite the fact that the plaintiff
had “reached out” to the defendant to consummate the sale. |d.
at *5. The Court found the fact that the defendant had shi pped

an allegedly infringing product to Pennsyl vania one tine was
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sufficient to constitute purposeful availnent. 1d. at *7-8.°

In contrast, the present case involves nore than a one-
time transaction into the forum |Instead, the one-tine
transacti on was coupled with the defendant’ s placenent of goods
into the stream of commerce with know edge that the goods woul d
be sold in the United States. Because the defendant was both
aware that its goods would be sold in the forum and took
additional steps to serve the forum the Court finds that either

test set forth in Asahi is satisfied.?

2. Arises Qut O or Relates To

As noted above, specific jurisdiction requires not only
that the defendant purposefully direct its activities at a forum
but also that the plaintiff’s claim®arises out of or relates to”

the defendant’s contacts with the forum El ecs. for | naging,

Inc. v. Coyle, 340 F.3d 1344, 1350 (Fed. Cr. 2003). There is no

di spute that this requirenent is satisfied. The Series 46 screws

that were both incorporated into the HP servers and sold directly

°See al so Osteotech, Inc. v. Gensci Regeneration Sciences,
Inc., 6 F. Supp. 2d 349, 354 (D.N. J. 1998) (concluding that non-
resident corporation’s direct sale of product into forum state
was sufficient for personal jurisdiction, notw thstanding fact
that sale was a one-tinme transaction that represented 0.05% of
defendant’s total sales).

°Because the Court concludes the plaintiff has nmade a prinmm
facie showing of jurisdiction, it need not consider the other
m nor jurisdictional contacts in dispute, such as the defendant’s
website and its patent and trademark applications.
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to SRI are precisely the products that give rise to the present
action. The plaintiff clains that the 46 Series screws infringe
on its patents and trademarks. Therefore, the plaintiff’s claim
“arises out of or relates to” the defendant’s contacts with the

f orum

3. Reasonabl e and Fair

Because the Court has concluded that the plaintiff has
established a prima facie showi ng of m ni num contacts, the burden
now shifts to the defendant to prove that the exercise of

jurisdiction is constitutionally unreasonable. Elecs. for

| magi ng, 340 F.3d at 1350. To determ ne whet her exercising
personal jurisdiction would conport with “fair play and
substantial justice,” the Court considers five factors: (1) the
burden on the defendant, (2) the forum s interest in adjudicating
the dispute, (3) the plaintiff’s interest in obtaining convenient
and effective relief, (4) the interstate judicial systenis
interest in obtaining the nost efficient resolution of
controversies, and (5) the shared interest of the states in
furthering fundamental substantive social policies. Synthes, 563

F.3d at 1299 (citing Burger King Corp. v. Rudzew cz, 471 U. S.

462, 477 (1985)). The defendant nust present a “conpelling case
that the presence of sone other considerations woul d render

jurisdiction unreasonable.” Burger King Corp., 471 U S. at 477.
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The defendant is unable to establish a “conpelling
case” that jurisdiction is unreasonable. |nstead, application of
the five factors |eads the Court to conclude that an exercise of
personal jurisdiction would be both reasonable and fair. The
burden on the defendant is significant, insofar as the defendant
will have to travel from Taiwan and submt itself to the United

States’ legal system See Asahi Metal Indus. Co., Ltd. v. Super.

&. of Cal., 480 U. S. 102, 114 (1987). However, the Suprene
Court has noted that “progress in comunications and
transportati on has nade the defense of a suit in a foreign

tribunal | ess burdensone.” Wrld-Wde Vol kswagen Corp. V.

Wodson, 444 U. S. 286, 294 (1980) (quoting Hanson v. Denckla, 357

U S 235, 250-51 (1958)). Further, through its retention of
lawers and its filing of patent and trademark applications, the
def endant has availed itself of the United States’ |egal system

and thus cannot claimconplete ignorance thereof. See Beverly

Hlls, 21 F.3d at 1569 (noting that Chinese manufacturer who had
busi ness dealings with New Jersey-based distributor could not
prof ess ignorance of |egal system

Mor eover, the burden on the defendant is outwei ghed by
the remaining four factors. Wth respect to the second and third
factors, the Federal G rcuit has repeatedly enphasi zed the United
States’ “substantial interest” in enforcing federal patent |aws

and “discouraging injuries that occur within its boundari es,
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including injuries resulting from patent infringenent.” Synthes,
563 F.3d 1299 (citations omtted). Simlarly, the plaintiff has
a clear interest in protecting itself from patent and trademark

infringement. See id.; see also Elecs. for Imaging, 340 F.3d at

1352 (“[Plaintiff] also has an undi sputed interest in protecting
itself frompatent infringenent.”).

Finally, the Court finds that the fourth and fifth
factors favor jurisdiction. “Both factors are concerned with the
potential clash of substantive social policies between conpeting
fora and the efficiency of a resolution to the controversy.”

Synt hes, 563 F.3d at 1300 (quoting Burger King Corp., 471 U S. at

477). Viewing the United States as the forum the Court finds no
reason to believe that the “procedural and substantive interests
of other nations” will be underm ned by the exercise of personal
jurisdiction in this action. See Asahi, 480 U. S. at 115.
Moreover, the United States has an inportant interest in
protecting its intellectual property regine.

Finally, Federal Circuit precedent is in accord with

the Court’s concl usi on. In both Synthes and Beverly Hlls, the

Federal circuit found the burden on non-resident defendants
(Brazilian and Chi nese corporations, respectively), to be
out wei ghed by the interests of both the forumstates and the

plaintiffs in enforcing the federal patent |laws. See Synthes,

563 F.3d at 1299-1300; Beverly Hills, 21 F.3d at 1569.
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In conclusion, the Court does not find this to be one
of the “rare cases” where the plaintiff’s and the foruns
interests are outwei ghed by the burden on the defendant, such
that an exercise of jurisdiction would be constitutionally

unr easonabl e. Beverly Hlls, 21 F.3d at 1568.

[11. Concl usion

For the foregoing reasons, the Court concludes that the
plaintiff has nmade a prima facie show ng of personal
jurisdiction, the exercise of which conports with due process
requi renments. Accordingly, the Court will deny the notion to
dism ss for |ack of personal jurisdiction.

An appropriate order shall issue separately.
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IN THE UNI TED STATES DI STRI CT COURT

FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

SQUTHCO, | NC. : ClVIL ACTI ON
V.
FI VETECH TECHNOLOGY | NC. : NO. 10-1060
ORDER

AND NOW 10th day of January, 2011, upon consideration
of the defendant’s Motion to Dism ss for Lack of Personal
Jurisdiction (Docket No. 23), the opposition, reply, and
suppl enental briefing thereto, and after oral argunent held on
Septenber 9, 2010, IT IS HEREBY ORDERED, for the reasons stated
in a nmenorandum of | aw bearing today's date, that the notion is
DENIED. |IT IS FURTHER ORDERED THAT:

1. The plaintiff’s Mdtion for D scovery (Docket No.

25) is DENIED AS MOOT.
2. On or before January 24, 2011, the parties shal

informthe Court by letter how they would like to
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proceed with respect to the plaintiff’s Mtion for

| ssuance of Letters Rogatory.

BY THE COURT:

/[s/ Mary A. MLaughlin

MARY A. McLAUGHLI N, J.
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