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beneral Capacitor Co. Ltd et al Doc.

UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA

ENERTRODE, INC. Case NdL6-cv-02458HSG
Plaintiff,
ORDER DENYING MOTION TO
V. DISMISS FOR LACK OF
JURISDICTION AND MOTION TO
GENERAL CAPACITOR CO. LTD, et al. TRANSFER CASE
Defendans. Re: Dkt. No. 10

Pending before the Court(%) amotion to dismiss the complaifar lack of personal
jurisdiction brought by Defendan@eneral Capacitor, LLC (“GC LLGQ and Jianping Zheng; and
(2) a motion tdransfer the case to tiNorthern District of Floridainder 28 U.S.C. § 1404(a)
brought by Defendants GC LLZheng, General Capacitor International, Inc. (fgGnd
General Capacitor Co. Limited (“GCL{kollectively, “Defendants”) For the reasons articulated

below, the motions are DENIED.

l. INTRODUCTION

A. Procedural Background

Plaintiff Enertode, Inc. filed this actioagainst Defendanta Alameda Superior Court on

March 25, 2016. Dkt. No. 1-1 (“Compl.”Plaintiff brings four claims for relief1) breach of

contract, (2) inducing breach of contract, (3) misappropriatidrade secrets, and (4) declaratory

relief. 1d. Defendants removed the action to this Court on May 5, 2016. Dkt. No. 1.

Also on May 5, 2016, Defendants filadseparate action against Linda Zhong, Plaintiff’s
president, in the Northern District of Florida. Dkt. No. 23. In the Florida Action, Dafea
asset claims for (i) breach of contract, (ii) breach of fiduciary duty, (iiijitars interference, and
(iv) computer fraud and abuse under 18. U.S.C. § 1030 and trademark misappropFiagion.

Florida Action has been stayed pending the outcome of the current motions. Dkt. No. 23.
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B. Factual Background

For the purposef deciding the pending motions, the Court accepts the following as trug:

Plaintiff is in the business of “designing, developing, and creating electimdesiltiple
applications.” Compl. 1 10. In May 201Rlaintiff, GCL, and GCEkntered into a license
agreement under whidPlaintiff licensed cearin technology to GCL and GClI, including an
Electrode Manufacture Line (the “License Agreementd) § 12. Zhong, theRlaintiff's CTO,
signed the agreement &taintiff's behalfin California Dkt. No. 11(*Zheng Decl.”) 18; Dkt.

No. 15-1 (“Zhong Decl.” 1 3)The License Agreement made clear that the licensed technolog)
belonged to Plaintiff and that all inventions or discoveries related to the licenbedltayalso
would belong to Plaintiff. Compl. § 13.

On January 7, 201Zhengextended an offer to Zhong to become @heef Executive
Officer of GClandthe Chief Technology Officesf GCLLC. Zheng Declf 9; Compl.  15.
Zhongaccepted Zheng'’s offer, signitgth annitial employment contract and a supplemental
agreementn California Zhong Decl. § 5; Compl. 1 15. Zhong's supplemental employment
contract acknowledged that any technology developed by Plaintiff or Zhong belorf@jeshtiff.
Compl. T 15.

While working for GCI and GC LLC, Zhong traveled back and forth between Flandia a
California, spending about 47% percent of her time in Florida, and 53% of her timeforrtaali
Zhong Decl. § 6. During that time, Zhong developed a new lithium film electrodghdeswwn
as the Lithium Electrode Inventiond. I 7; Compl. § 16. In August 2015, Zhong filed a
provisional patent application reflecting the Lithium Electrode Invention with thieet) States
Patent and Trademark Office. ComplL® Zheng demanded a copy of the provisional patent
application, and Zhong provided a copy of the provisional applicatibeftendantainder the
confidentiality provision of the License Agreemeid. SubsequentlyDefendantdiled a patent
application reflecting the Lithium Electrode Invention by copying Plaintiffts/isional patent
application and demanded that Zhong assign the technology to GCIdL{Y17-18.

Defendants also used Plaintiff’'s confidential technology in direct competitbrPlaintiff and

disclosed said information to third partidd. 35. Plaintiff has experienced economic damage
2
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as aresul Id. 1 36.
Il. DISCUSSION

OnMay 12, 2016GC LLC and Zheng moved to dismiss this action for lack of personal
jurisdiction and Defendants moved to transfer the case to the Northern District of Floktda. D
No. 10.

A. Rule 12(b)(2) Legal Standard

“Federal carrts ordinarily follow state law in determining the bounds of their jurisdiction
over persons.’Daimler AG v. Baumari34 S. Ct. 746, 753 (2014). Where “there ispplicable
federal statute governing personal jurisdiction, the law of the state ih thieiclistrict court sits
applies.” Harris Rutsky & Co. Ins. Servs. v. Bell & Clements 13288 F.3d 1122, 1129 (9th Cir.
2003).

Where a state, like California, “authorize[s] its courts to exercise jutizaliover persons
on any basis not inconsistent with . . . the Constitution of the United Stete%yalden v. Fiore
134 S. Ct. 1115, 1121 (2014), federal courts ask whether the exercise of jurisdiction over a
defendant “comports with the limits imposed by federal due prodeasyiler, 134 S. Ct. at 753;
Inamed Corp. v. Kuzmak49 F.3d 1356, 1360 (Fed. Cir. 20QIB]ecause Californias longarm
statute is coextensive with the limits of due process, the two inquiries collapsesingtea
inquiry: whether jurisdiction comports with due procgssee alscCal. Civ. P. Code § 410.10
(California’s longarm statute is cextensive with the federal due process clause). Specifically
“[a] court may exercise personal jurisdiction over a defendant consistérduwa process only if
he or she has ‘c&in minimum contacts’ with the relevant forum ‘such thatrtfaentenance of
the suit does not offend ‘traditional notions of fair play and substantial justi®keitken v. Emm
503 F.3d 1050, 1056 (9th Cir. 2007) (quotingl Shoe Co. v. Washingto826 U.S. 310, 316
(1945)).

There are two categories of personal jurisdiction a plaintiff can invg&eeral and
specific. Ranza v. Nike, Inc793 F.3d 1059, 1068 (9th Cir. 2018@rt. denied136 S. Ct. 915
(2016). “If the defendant’s activities in the forum are substantial, continuous aachayist

general jurisdiction is available; in other words, the foreign defendant iscstbjsuit even on
3
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matters unrelated to his or her contacts to the forudmé v. Unocal Corp.248 F.3d 915, 923
(9th Cir.2001) (per curiam)This is in contrast to “[s]pecific or cagieked jurisdiction [which]
depends on an affiliation between the forum and the underlying controversgn activity or an
occurrence that takes place in the forum State and is thesedgject to the State’s regulation).”
Walden 134 S. Ct. at 1121 n.6 (internal quotation marks and brackets omitted).

“When a defendant moves to dismiss for lack of personal jurisdiction, the plaintif bear
the burden of demonstrating that the court has jurisdiction over the deferiRigisttlé Beach Co.
v. Caddy 453 F.3d 1151, 1154 (9th Cir. 2006). Although the Court “may not assume the truth
allegations in a pleading which are contradicted by affida@ib/legeSource, Inc. v.
AcademyOne, Inc653 F.3d 1066, 1073 (9th Cir. 2011) (internal quotation marks omitted), the
Court must resolve conflicts between the facts contained in the partidavé#f in plaintiff's
favor,Unocal Corp, 248 F.3d at 92%ee also Schwarzenegger v. Fred Martin Motor, B34
F.3d 797, 800 (9th Cir. 2004). “[I]n the absence of an evidentiary hearing, the plaintiff need o
make a prima facie showing of jurisdictional facts to withstand the motion to dismiss.
Washington Shoe Co. v. A-Z Sporting Goods f®4 F.3d 668, 671-72 (9th Cir. 2012) (internal
guotation marks omitted).

B. Rule 12()(3) Legal Standard

28 U.S.C. § 1404(a) provides: “For the convenience of the parties and witnesses, in th
interest of justice, a district court may transfer any civil action tooémgr district or division
where it might have been brought.” The purpose of this statute is “to prevent taeoiasie,
energy and money and to protect litigants, witnesses and the public against unpecessa
inconvenience and expensé/an Dusen v. &track, 376 U.S. 612, 616 (1964).

The moving party first must show that the transferee forum is “one in which the acti
might have been broughtHoffman v. Blaski363 U.S. 335, 344 (1960). Subsequently, the
moving party mustdemonstrate that a traesfof venue would promote the convenience of
parties and witnesses and the interests of justikarinar v. Alticor, Inc.No. C-08-5505 MMC,
2009 WL 975426, at *1 (N.D. Cal. Apr. 9, 2009). At the second stepdfstrict court has

discretion to adjdicate motions for transfer accordirggan individualized, casey-case
4
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consideratin of convenience and fairnesslones v. GNC Franchising, In@11 F.3d 495, 498

(9th Cir. 2000) (internal quotations omitted). The Court may consider:

(1) the locationvhere the relevant agreements were negotiated and
executed, (2) the state that is most familiar with theegiing law,

(3) the plaintiffs choice of foum, (4) the respective parties’
contacts with the forum, (5) the dawnts relating to the plaintiff’
cause of action in the chosen forum, (6) the differences in the costs
of litigation in the two forums, (7) the availability of compulsory
process to compel attendance of unwilling 1pamty witnesses, and

(8) the ease of access to sources of proof.

Id. at 498-99.

C. Analysis

The Court begins its analysis wiBC LLC's and Zheng’s motion to dismiss, then
addresses Defendants’ motion to transteeel eroy v. Great W. United Corp443 U.S. 173, 180
(1979) (“The question of personal jurisdiction, which goakéocourt’'s power to exercise control
over the parties, is typically decided in advance of venue, which is primarilter miachoosing
a convenient forum.”).

1. Motion to Dismiss

Plaintiff asserts that this Court has specific jurisdiction @emg and GC LC in this

action. SeeDkt. No. 15at 7-12.

The Ninth Circuit analyzes specific jurisdiction under a thpemg test:

(1) The norresident defendant must purposefully direct his
activities or consummate some transaction with the forum or
residentthereof; or perform some act by which he purposefully
avails himself of the privilege of conducting activities in the forum,
thereby invoking the benefits and protections of its laws; (2) the
claim must be one which arises out of or relates to the defemdan
forum-related activities; and (3) the exercise of jurisdiction must
comport with fair play and substantial justice, i.e. it must be
reasonable.

Washington Sho&04 F.3d at 672. The plaintiff bears the burden of satisfying the first two
specific jurigliction prongs.Sher v. Johnsqr911 F.2d 1357, 1361 (9th Cir. 19900 the plaintiff
does so, the burden then shifts to the defendant to set faxttimgoélling casethat the exercise of
jurisdiction would not be reasonablBurger King Corp. v. Rudzvicz 471 U.S. 462, 476-78
(1985).
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In analyzing whether specific jurisdiction exists héine,Court focugs on Plaintiff's claim
for misappropriation of trade secrets, which most readily supph@tsxercise of specific
jurisdiction. The Court concludéehat it may exercise specific jurisdiction oéreng and GC
LLC with respect to the misappropriation claitdnder the doctrine of pendent personal
jurisdiction, the Court may also exercise jurisdiction over the balandeiatiff's claims, which
“arise[] out of a common nucleus of operatiacts” with the misappropriatiaf trade secrets
claim. See Action Embroidery Corp. v. Atl. Embroidery, 1868 F.3d 1174, 1180 (9th Cir.
2004).

a. Purposeful Direction

Plaintiff must first establish that Zhengda@CLLC purposefully directed their conduct at
this forum under théeffects test” fromCalder v. JonesA65 U.S. 783 (1994 The effects test
“imposes three requirementthe defendant allegedly [must] have ¢bmmitted an intentional
act, (2) expressly aimed attlfiorum state, (3) causing hathat thedefendant knows is likely to
be suffered in the forum stateYahoo! Inc. v. La Ligue Contre Le Racisme Et L’Antisemitisme
433 F.3d 1199, 1206 (9th Cir. 200@n banc) (per curiam).

First, there must be an intentional act, which in this context is defineskésrial
manifestation of the act@'will and does not include any of its results, even the most direct,
immediate, and intendé€d.Schwarzenegger v. Fred Martin Motor C874 F.3d 797, 806 (9th
Cir. 2004). According to Plaintiff, Defendants, includiigeng and GC LLCmisappropriated
Plaintiff's trade secrets by “downloading and/or copying said infoonatiithout permission and
in contravention of Defendants’ contractual and legal obligations” and “disclosing said
information to third parties.” Compl.3b. Further, Plaintiff alleges thtteir misappropriation
was “willful and malicious.”Id. §138-39. As such, th€ourt finds this element satisfied.

Next, Defendantsntentional acts must have been “expressly aimed” at Califoraee
Yahoo! Inc, 433 F.3d at 1206Plaintiff alleges thaDefendant&xpressly aimed their conduct at
California because Defendamtssappropriate®®laintiff's trade secrets, specifically the Litinn
Electrode Inventionhy downloading and copying Plaintiff's trade secrets, using Plaintititte

secrets in direct competition with Plaintiff, and disclosing Plaintiff's trade tsetréhird parties.
6
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Compl. § 35. FurtheRlaintiff alleges thatvhile Defendantgook the above actions, Zheng was
aware that Plaintiffvas a California corporation with its principal place of business in Californi
Zhong Declf 13, 5. The Court findthat Plaintiff'sallegationsand evidencelausiblyestablish
thatZheng and GC LC expressly aimed their trade searesappropriation at CaliforniaSee
Panavision Int’'l, L.P. v. Toeppet4l F.3d 1316, 1321-22 (9th Cir. 1998))Jding modified by
Yahoo! Inc. v. La Ligue Contre Le Racisme Ertisemitisme433 F.3d 1199 (9th Cir. 2006)
(finding defendant’s actions to intentionally infringkintiff's trademark in an attempt to extort
money constituted express aiming at state of plaintiff’'s principal place wfds9s

Finally, Zheng and GQ_LC must have allegedly known that the harm caused would likg
be suffered in CaliforniaSeeYahoo! Inc, 433 F.3d at 1206As esthlished above, Plaintiff
submits evidencthat Zheng knew that Plaintiff was a California corporation with its principal
place of business i@alifornia Zhong Decl. 1 3, 5. Additionalli?Jaintiff alleges thait
suffered economic damags a result of Defendantsillful misappropriation. Compl. § 36.he
Ninth Circuit has “epeatedly held that a corporation incurs economic losgjriedictional
purposes, in the forum of its principal place of busirie€ollegeSource, Inc653 F.3d at 1079.
As such Plaintiff has sufficiently estaldhedthatZzheng and GC LC knew that the harm caused
by their trade secret misappropriation likely would be felt in California.

The Court holds that all three elements of@a¢dereffects test have been satisfied, and
Zheng and GC LC thus purposefully directed their conduct at California.

b. Forum-Related Contact

Next, Plaintiff must show that this lawsuaitises out of or relates #heng’s and GC
LLC’s alleged trade secratisappropriation. The Ninth Circuit relies on “a ‘but for’ test to
determine whether a particular claim arises out of ferelated activities and thereby satisfies thg
second regirement for specific jurisdictionBallard v. Savage65 F.3d 1495, 1500 (9th Cir.
1995);see also Harris Rutsk®$28 F.3d at 1131n re W. States Wholesale Nat. Gas Antitrust
Litig., 715 F.3d 716, 742 (9th Cir. 2018Jf'd sub nom. Oneok, Inc.hearjet, Inc, 135 S. Ct.
1591 (2015)“Under the ‘but for’ test, ‘a lawsuit arises out of a defendant’s contacts hvéth t

forum state if a direct nexus exists between those contacts and the cause gfaction
7
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Here, Plaintiff’'ssuit arises directly frordefendants’ allegedownloading and copying of
Plaintiff's trade secrets related to the “Lithium Electrode Invention,’ofigdaintiff's trade secrets
in direct competition with Plaintiff, and discla® ofPlaintiff's trade secrets to third parties.
Compl. § 35.“But for” Defendants’actions to misappropriate Plaintiff's trade secrets, Plaintiff
would not have suffered economic damage. Accordirigipugh its misappropriation claim,
Plaintiff has satisfied the second prong of specific jurisdictito&Zheng and GCLC.

C. Reasonableness

BecausdPlaintiff has made out a prima facie case as to the first two prongs of specific
jurisdiction, “the burden thus shifts to [Zheng and Q] to show that the exercise of
jurisdiction would not be reasonableMenken 503 F.3d at 1060. Zheng and GOd.must
“present a compelling case that the presence of some other considerationsendend r
jurisdiction unreasonable.Ballard, 65 F.3d at 1500 (internal quotation marks omitted). Courtg

examineseven factors to determine reasonableness:

(1) the extent of the defendant’s purposeful availment; (2) the
burden on the defendant to litigate in the forum; (3) the extent of
conflict with the defendant’s sovereign state; (4) the forum’s interest
in hearing the dispute; (5) the most efficient resolution of the
controversy; (6) importance to the plaintiff for convenient forum and
effective relief; and (7) the existence of an alternative forum.

Menken 503 F.3d at 106Gee Burger King471 U.S. at 476.
I. Purposeful Interjection

“Even if there is sufficient ‘interjection’ into the state to satisfy the purpbsgailment
prong, the degree of interjection is a factor to be weighed in assessin@tak @asonableness
of jurisdiction under the reasonableness prorRRghavision Int’l, L.P, 141 F.3d at 1323.

As the Court found above, Plaintiff has sufficiently establishedahenhg and GC.LC
purpcsefully directed their trade secratsappropriation at California. According to Plaintiff,
Defendants downloaded and copied Plairgiffade secrets related to the Lithium Electrode
Invention,used Plaintiff's trade secrets in direct competition with Plaintiff, and disclosed
Plaintiff's trade secrets to third parties, while knowing that their misappropriation wkeld li

harm Plaintiff in California.SeeCompl.  35. Further, Zheng was “closely involvedtha
8
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negotiation of the License Agreement, which contains a California feabution clause. Zhong
Decl. 113; Compl., Ex. A. Accordingly, the Court finds that this factor weighs in favor of the

Court exercising jurisdiction.

ii. Burden on Defendants

Zheng and GC LLC argue that “[d]efending in California would require [Zheng and GC

LLC] to travel out-ofstate, an expensive and tkoensuming proposition.” Dkt. No. 10 at 11.
However, “with the advances in transportation and telecommunications and thsingrea
interstate practice of law, any burden is substantially less than irpdstys Menken 503 F.3d at
1060. Moreover, Zheng was intimately involved in negotiating the License Agntemtich
contains a California forurselection clauseZhong Decl. § 3; Compl., Ex. A. Thus this factor
weighs only slightly in favor oZheng ad GC LLC.

ii. Conflict with Defendants’ Sovereign State
Theparties agree that the third factor is neutral. Dkt. No. 10 at 11; Dkt. No. 15 at 11.

Iv. California’s Interest
Plaintiff is a California corporation, an€alifornia maintains a strong interest in
providing an effective means of redress for its residents tortiously injyrednbmercial
misappropriatiori. Sinatra v. Na"l Enquirer, In¢.854 F.2d 1191, 1200 (9th Cir. 1988¢e als
Burger King 471 U.S. at 473. Accordingly, this factor supports the reasonableness of the Co
jurisdiction.
V. The Most Efficient Resolution of the Controversy
This factor focuses on “where the witnesses and evidence are likely to be.focdedth
v. Int’l Psychoandytical Assh, 59 F.3d 126, 129 (9th Cir. 19980lding modified by Yahoo! Inc.
v.La Ligue Contre Le Racisme EtAritisemitisme433 F.3d 1199 (9th Cir. 2006). Howewér,
“is no longer weighed heavily given the modern advances in communication and trdimsporta
Panavision In’| 141 F.3d at 1323.
Zhengand GC LLCargue that the named parties and their employees are “mostlhikely
important witnesses,” and that Plaintif€entralwitness, Zhong, moved to Florida to work for

Defendantgluring the relevant time period. Dkt. No. 10 at 12. Further, Zheng and GC LLC
9
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asserthat Defendantbave filed a separate lawsuit against @pa the Northern District of
Florida, and that all of the relevant evidence and some of the third party witneskested in
Florida. Id. On the other hand, Plaintiff is a California corporation, and it does not appear thg
Zhong is currently residing in Florida. Compl. fs&g als&Zhong Decl. { 1, 5-6, 11. The Court
finds that this factor weighs in favor 8heng and GA.LC, but only slightly.

Vi. Plaintiff's Interest in Convenient and Effective Relief

Courts in this circuit have cast doubt on the importari@plaintiff's convenience in
weighing the reasonableness of a forudeeDole Food Co. v. Watt803 F.3d 1104, 1116 (9th
Cir. 2002) Caruth, 59 F.3d at 129. Thus, this factor does not significantly influence the Court
analysis.

vii.  The Existence of an Alternative Forum

Plaintiff, GCL, and GChre all signatories to the License Agreemantl therefor¢hey
aresubject to the California forurselection clauseZhong Decl. I 3; Compl., Ex. A. Although
Florida may be a suitable alternative forum for Zheng and GC LLC bedaisare not parties to
the Licerse Agreement, the other partiesntractual obligation to litigate in this forum weighs in
favor of the rasonableness of the Court’s jurisdiction.

viii.  Balancing the Reasonableness Factors

In the Ninth Circuit, courts “emphasize the heavy burden on both domestic and foreig
defendants in proving a ‘compelling case’ of unreasonableness to defeattionstdiDole, 303
F.3d at 1117. Here, only two of the seven reasonableness factors weigh slightyng’s and
GC LLC’'sfavor. Consequently, the Court finds tEaeng and GC LLGave not carried their
“heavy burden” of proving the unreasonableness of the Cqurisliction.

* * *

In light of the above analysis, the Court finds that it may exercise gpeersonal
jurisdiction overZheng and GC LLQvith respect to Plaintiff's trade secmaisappropriation
claim, and thus the Court may exercise specific jucisoin as to the balance of Plaintiff's
complaint. SeeAction Embroidery Corp.368 F.3d at 1180. The Col@ENIESthe motion to

dismiss for lack of personal jurisdiction.
10
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2. Motion to Transfer

Additionally, Defendants request that the Court exercigerisdiction to transfer this
action to the Northern District of FloriddDkt. No. 10 at 13-15. Defendants vigorously assert th
this case should be transferred becdbt®ida is the only jurisdiction where personal jurisdictior
is held over all partis.” 1d. at 13; Dkt. No. 16 at 5.

However, the Court has found above that it has specific personal jurisdiction over all g
Defendants in this action. Further, even if Defendants could overcome the Supnet’® C
mandate that “a foruraelection clause bgiven controlling weight in albut the most exceptional
cases, Atl. Marine Const. Co. v. U.S. Dist. Court for W. Dist. of Teg84 S. Ct. 568, 579
(2013), the Court’s analysis of the fairness and convenience factors weigherinffdenying
Defendants’ motion to transfeGee Jonex211 F.3d at 498-99. Among other factors, the Court
finds the following persuasive: h€ License Agreement was negotiated and executed by Plaint
in California. Zhong Deck. §. At a minimum, the parties the License Agreement are subject
to California law pursuant to the foruselection clauseld.; Compl., Ex. A. Furthermore,

Plaintiff filed first in this forum, and as the Court found abalkof theDefendants have
purposefully drected at least thetrade secramnisappropriation at this forum.

Accordingly, the Court DENIES Defendants’ motion to transfer.

1. CONCLUSION

For the foregoing reasons, the Court DENIES the motion to dismiss and the motion to
transfer. The Court sets a case management conéei@anganuary 24, 2017, at 2:.00pm. The
parties shall file a joint case management conference by January 17, 2017.

IT IS SO ORDERED.

Dated: December 29, 2016

HAYWOOD S. GILLIAM, JR.
United States District Judge
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