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UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

GREGORY GREENE and JOSEPH LACHKdividually )
and on behalf of all others similarly situated, )
) 14C1437
Plaintiffs, )
) Judge Feinerman
VS. )
)
MIZUHO BANK, LTD. and MARK KARPELES, )
)
Defendars. )

M EMORANDUM OPINION AND ORDER

This putativeclass actionbrought by lllinois resident Gregory Greene and California
resident Joseph Lack, seeks to hold Mizuho Bank, Ltd. and Mark Katiablesfor financial
losses arisinfrom the demise of the Mt. Gox Bitcoin exchange. Doc. 146. Plaintiffs bring only
state law claims, andibject matter jurisdiction lies under the Class Action Fairness Act, 28
U.S.C. § 1332(d). Mizuho has moved to dismiss under Federal Rule of Civil Procedure 12(b)(2)
for lack of personal jurisdiction. Doc. 148. The motion is denied, but the denial is conditioned
on putative class counseptacing Greene with a named plaintiff frdtinois whois a member
of the Deposit Subclassf(which more latér If a substitute namedaintiff is not named by
April 4, 2015, this suit will be transferredttee Central District o€alifornia where Lack
residesand as shown below, where Mizuho is subject to personal jatisd.

Background

On aRule 12(b)(2)motion, the relevant background includée complaint’s well
pleaded allegations arlde evidentiary materials submitted by both sidBlo party has
requested an evidentiary hearisgthe court must accept Plaintiffs’ factual averments and

resolve allgenuinefactual disputes in Plaintgf favor. SeeFelland v. Clifton 682 F.3d 665, 672
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(7th Cir. 2012) (“[W]here, as here, the issue [of personal jurisdiction] is raised otican o
dismiss, the plaintiff need only makeama facieshowingof jurisdictional facts. We therefore
accept as true all welleaded facts alleged in the complaint and resolve any factual disputes in
... in favor of the plaintiff.”)(citation omitted) Purdue Research Found. v. Sanofi-Synthelabo,
S.A, 338 F.3d 773, 782-83 (7th Cir. 2003). The counst alsaconsider “doaments attached to
the complaint, documesithat are critical to the complaiand referred to in it, and information
that is subject to proper judicial notice,” along with additidaets set forth in Plaintiffsbrief
opposing dismissal, so long as those facts “are consistent with the pleadthgdbgs v.
Prudential Ins. Co. of Am714 F.3d 1017, 1020 (7th Cir. 2013) (internal quotation marks
omitted);see also Defender Sec. Co. v. First Mercury Ins, 828 F.3d 327, 335 (7th Cir.
2015). Te facts are set forth as favorablyPiaintiffs as those materials allovGeeMeade v.
Moraine Valley Cmty. Coll.770 F.3d 680, 68¢7th Cir.2014). In so doing, the court does not
vouchfor the accuracy of those factSeelay E. Hayden Found. v. First Neighbor Bank,
N.A.,610 F.3d 382, 384 (7th Cir. 2010).

Bitcoin isa dgital payment systeprandbitcoins arethe system’sinit of account.See
Beyond Silk Road: Potential Risks, Threats and Promises of Virtual Currenciesnési8afiore
the S. Comm. on Homeland S&&overnmental Affas, 113th Cong. 3-4 (2013¥tatement of
Jennifer Shasky Calvernttps://perma.cc/2TF6BCQ (noting that the Treasury Department
classifies Bitcoin as a “decentralized virtual currencyBjtcoins can be bought and sold on
exchanges.

Prior to itscollapse and bankruptcy, Mt. Gox was a Bitcoin exchange based in Tokyo,
Japan. Doc. 14atq 11, 40.Karpeles was Mt. Gox’Bresident, CEO, and majority

shareholderld. at 11 6 17. To fund their activities on thexehangeMt. Gox users could either



(1) transfer bitcoins directly into thearcounts at Mt. Goor (2) wire fiat currency(government-
issued money, like dollars and eurtsMizuho Bank, which would depogitemoney into a
bank account it held on behalf of Mt. Gobd. at 1 14 23. Mizuho, which is headquartered in
Tokyo, earned servictees fromprocessinghose wire depositsld. at{{ 7, 16. To withdraw
fiat currency a Mt. Goxuserwould make a request through her account at Mt. Gox, which
would sendthe requestalong with he user'shanking details, to Mizuho, which in turn would
transfer the requesti amount to the user’s bankl. at § 24.

Greenean lllinois resident, opened a Mt. Gox account in 2012 and leggding and
selling bitcoins.Id. at{{ 4, 46.For over a year, Greene traded bitcauihout problem.Id. at
11 4749. In November 2013, Greene contacted Mt. Gox customer service after expgrienc
delays with his transactionsd. at § 49.

Unbeknownst to Greene, Mt. Gox had for several noh#denunder pressure on two
fronts. Firstexploiting security vulnerabilities that dated from as eag2011Karpeleswvas
stealing bitcoins belonging to Mt. Gox useld. at{ 1921. Second, and @hrticular
relevancenere Mizuho was attemptintgp end its relationship witht. Gox. Id. at126-27
(citing TakashiMochizuki et al., “Recording Shows Mizuho Pushed to End Dealings with Mt.
Gox,” Wall St. J, Mar. 5, 2014https://perma.cc/8YD»/95S). Concerned about a reported
U.S. investigation into money laundering on Mt. Gox and wary of potdegalliability or
reputatioral harm Mizuho pressg Karpeles to clasthe Mt. Gox bankccaint at Mizuho. Doc.
146 at  2728. When Karpeles refused, Mizuho unilaterally took several measures designed to
make the banking relationship untenable for Mt. Glak.at 128-29, 31 Those measures
includedlimiting the number and amount of Mt. Gox customer withdrawalgefugingto

process some wire transée Id. at{{ 2829, 31.



By mid-2013, Mizuho was no longer processing angrnationawire withdrawalsor
Mt. Gox, meaning that Mt. Gox users who had wired fiat currency to Mizuho for deposit in Mt.
Gox’s bank account could not withdraw their moné&y..at 1 29, 31. Mizuho’s qualms about
handling Mt. Gox’s busiessdid not extend, however, teceivingfiat currencyfrom Mt. Gox
userdor deposit into the Mt. Gox account. Even as it limited and then barred withdrawals,
Mizuho continued to accept deposits from Mt. Gox usasjing revenu&om the associated
service feesld. at 11 3132. Mizuho prohibited Mt. Gox from disclosing that the withdrawal
difficulties were attributable to Mizuho or that Mizuho wanted to terminate its resaijpmith
Mt. Gox. Id. at 11 36, 123, 125. Mizuho knew that if Mt. Gox’s members learned of its
prohibition on withdrawals of fiat currency from Mt. Gox’s Mizuho account, members would
stop making deposits and Mizuho would stop collecting the associateddeasy 122.

Lack a California resident]id not joinMt. Gox until Januarg?2, 2014, abowix months
afterMizuho hadbarred all withdrawals from itslt. Goxaccount Id. atf 56 He wired
$40,000in fiat currencyfrom his localWells Fargo brancto Mizuho on February 3, 2014, and
Mizuho accepted the transfdd. at{{ 57, 65. On the wire transfer instructions, Lack listed his
individual Mt. Gox account number, and whdizuho receivedhe wire, it was given Lack’s
address Id. at  57; Doc. 151 at 6, 8 & n.At the time, Mizuhdhad not publicly disclosetthat
it had halted all international wire transfexst ofits Mt. Gox account. Doc. 144 1 6364.

On February’, 2014, Karpeles halted all Mt. Gox users’ ability to withdbawoins
from the Mt. Gox Bitcoin exchangeld. at] 37 On February 24he Mt. Gox website became
inaccessible, and on February 28, Mt. Gox filed for bankruptcy protection in Japan{{ 39

40. Greene was unable to access approximately $25,000 in bitcoins from his Mt. Gox account.



Id. atf 54 Lackwas unable to recover his $40,080iat currencyfrom Mizuhqg andthat sum
was notreflected in higvit. Gox account.ld. at] 62, 65-66.

Greene filed this suit against various Mt. Gox entities and Karpeles, Doc. heand t
an amended complaint added Lack atampff and Mizuho (among others) as a defendBats.
37. The case was stayed for some time, DBBs129 and aftela settlement attempt failed,
Plaintiffs voluntarily dismissed all defendants other tharuho and Karpeles. Doc. 147.

The operativeomplainthas seven count£ounts {1l name only Karpeleand need not
be discussedDoc. 146 at §f 73-99. Count IV is brougkitGreene and Lack on behalf of the
entire putative class; it allegégat Mizuho, in limiting withdrawals from Mt. Gox’s bank
accounttortiously interfered with Plaintiffs’ agreements with Mt. Goxundermining Mt.

Gox’s ability to do busiess.|d. at1100-108. Counts V-VII are brought on behalf only of
Lack and the “Deposit Subclass,” defined as tlotses membarwhodepositediat currency

into their Mt. Gox accounts through Mizuho after Mizuho had stopped processing withdrawals.
Id. aty 67. The Deposit Subclass does not include those individuals, like Greene, whose Mt.
Gox assetsonsisted solely dbitcoins and who therefore did ndéposit fiat currency at

Mizuho. Ibid. Count V allegs that Mizuho unjustly enriched itself by accepting transaction
feesin connection with incominwire trarsfersfrom Deposit Subclass membafter ithad

halted Mt. Gox withdawalswithout disclosing that it had done sil. at1109-116. Count VI
alleges that Mizuhdraudulently concealed fromack and the Deposit Subclasst it hadhalted
such withdrawalsld. at 1 117128. Count VIl seeks an order “requiring Mizuho to provide a
full and complete accounting of all transactions or records relating to the tiéjaosifer, and

processing of” the Deposit Subclasassets.ld. at §§129-132.



Discussion

“District courts exercising diversity jurisdiction apply the persomasgiction rules of
the state in which they are located?hilos Techs., Inc. v. Philos & D, In@02 F.3d 905, 912
(7th Cir. 2015)see alsipp v. Ski Enter. Corp. of Wis., In@.83 F.3d 695, 697 (7th Cir. 2015).
The lllinois longarm statutallows for the exercise dfurisdiction to the limit set by the Due
Process Clauseof the Constitution.” Noboa v. Barcelo Corporacion Empresarial,,$A2 F.3d
571, 572 (7th Cir. 2016%eealso 735 ILCS 5/2-209(c{*A court may... exercise jurisdiction on
any other basis now or hereaffgrmitted by the lllinois Constition and the Constitution of the
United State$); Advanced Tactical Ordnance Sys., LLC v. Real Action Paintbal),16¢.F.3d
796, 800 (7th Cir. 2014) (“[T]o determine whether the district court had personal jurisdiction
over[the defendantjve ask ‘wlether the exercise of jurisdiction comports with the limits
imposed by federal due process(guotingWalden v. Fiore134 S. Ct. 1115, 1121 (2014)).
“The plaintiff bears the burden of establishing personal jurisdi¢tidalvanced Tactical751
F.3d at 799. Where, as here, the dist court rules on a defendant’s motion to dismiss based on
the submissionf written materials without holding an evidentiary hearing, the plaimédéd
only make out @rima faciecase of personal jurisdictionN. Grain Mktg., LLC v. Greving743
F.3d 487, 491 (7th Cir. 2014internal quotation marks and citation omitted).

“Under the Fourteenth Amendment’s Due Process Clause, a court may exegos@lper
jurisdiction over an oubf-state defendant when that defantlhas ‘minimum contacts with the
[forum state] such that the maintenance of the suit does not offend traditional notiainplafyf
and substantial justicé. Philos, 802 F.3d at 912-13 (quotingt’l Shoe Co. v. WashingtpB826
U.S. 310, 316 (1945)plteration in original) (internal quotation marks omittetijhe

defendant’s conduct and connection with the forum state must be substantial enough to make i



reasonable for the defesak to anticipate that he could be haled into court thEines
purpcsefulavailment requiremergnsures that a defendanimenability tgurisdiction is not
based on ‘random, fortuitous, attenuatecontacts,but on contacts that demonstrate a real
relationship with the state with respect to the transaction at’isblegthern Grain 743 F.3d at
492-93 (quotindBurger King Corp. v. Rudzeed 471 U.S. 462, 475 (1985)internal quotation
marks omitted).“While there are two branches of personal jurisdiction theagneral and
specific,” Philos, 802 F.3d at 91Rlainiffs invoke only specific jurisdiction. Doc. 151 at 6 n.1.
“For a court to exercise specific jurisdiction, the lawsuit must ‘result[] friveged
injuries that arise out of or relation to’ the defendant’s contacts with the foflamlos 802
F.3d at 913 (quotingurger King 471 U.S. at 477Z-3) (alteration in original) (internal quotation
marks omitted) “Only intentional contacts by the defendant with the forum jurisdiction can
support specific jurisdiction.’Nobog 812 F.3d at 57%ee alsdNalden 134 S. Ct. at 1123 (“A
forum State’s exercise of jurisdiction over an intentional tortfeasor must bd basntentional
conduct by the defendant that creates the necessary contacts with the fd?aing) 802 F.3d
at 913(“It is the defendant—not thplaintiff or third parties-that must create the contacts in the
forum state, and those contacts must be ‘with the forum State itself, not ... wdthgesdso
reside there.”) (quotingValden 134 S. Ct. at 1122):The relevant contacts are those that
certer on the relations among the defendant, the forum, and the litigaf\lvanced Tactical
751 F.3d at 801 (quotingeeton v. Hustler Mag., Inc465 U.S. 770, 775 (1984)).THe mere
fact that [the defendast conduct affected plaintiffs with connections to the forum State does
not suffice to authorize jurisdiction. Furthermore, the relation between the defandahe
forum mustarise out of contacts that tdefendanhimselfcreates with the forum.1bid.

(quotingWalden 134 S. Ct. at 1122, 112@hternalquotation marks and citations omitted,



alteration in original).In other words, “the plaintiff cannot be the only link between the
defendant and the forumlJd. at802 (nternal quotation marks omittggsee also Nobqga812
F.3d at 572. Consistent with these principles, “[s]pecific personal jurisdiction ispaiape
where (1) the defendant has purposefully directed his activities at the fatenoispurposefully
availed himself of the privilege of conducting business in that state, and (2gtiesdanjury
arises out of the defendant’s forualated activities.”"Northern Grain 743 F.3d at 492.

Under these precedentdizuho would be subject to personal jurisdiction in California,
where Lack reside Like the lllinois longam statute, “California’s longrm statutellows the
exercise of personal jurisdiction to the full extent permissible under the onStitdtion.”

Picot v. Weston780 F.3d 1206, 1211 (9th Cir. 2015) (citidgimler AG v. Baumari34 S. Ct.
746, 753 (2014), and Cal. Civ. Proc. Code § 410.D@fining theallegedsuit+elated conduct
hereis straightforward. As noted, Lack wired $40,000 in fiat currency directly figrtocal

Wells Fargo brancim Californiato Mt. Gox’s account at Mizuho; in so doirlgack listed his
individual Mt. Gox account number on the wire transfer instructions, which allowed Miauho t
see that theleposit belonged to him, and when Mizuho received the wire, igivas Lack’s
California address. Doc. 146 at § 57; Doc. 151 at 6, 8 & n.6 (citing 31 C.F.R. § 103.33(g)(1),
recodified at31 C.F.R. § 1010.410(f)(1), for the proposition that “banking regulations required
customer addresses to be included on all international wire transgss Jaft v. Agric. Bank of
China Ltd, __ F. Supp. 3d __, 2016 WL 80209, at *8 (S.D.N.Y. Jan. 6, 2016) (describing the
regulation) 1 John K. Villa,Banking Crimes: Fraud, Money Laundering and Embezzlement

§ 6:21 & n.22(2015) (“[A] bank initiating a wire transfer in the amount of $3,000 or marst
keep a record of the name and address of the person requesting the transfer, theadatargnd

of the transfer, any payment instrucigoit receives, the beneficiary’s bank, and certdher



information about the beneficiary that it receives with the payment ofidex bank must include
most of this information on the transmittal ordeffootnotes omitted).Mizuho accepted the

wire transfeffrom Lackfor deposit into Mt. Gox’s Mizuho account and earaeskrvice feas a
result Doc. 146at|{ 16, 57, 110At the same time, Mizuhpurposefully did not disclose—
neither to the public at largeor directly to Lack—thatby then it hadhalted withdrawals from its
Mt. Gox account.ld. at§{ 28, 31-32, 34-36, 6321-125. Lack alleges lausibly that Mizuho’s
intentional failure to disclose that it had stopped providing cash wire withdranwvedeseto Mt.

Gox lulled Lack into a false sense of security, inducing him to deposit fundglin€ox’s

account at Mizuhold. at164, 126. Mizuho did this, Lack claims, to earn deposit service fees,
therely committingfraud and unjust enrichmenid. at 131-32, 112, 122-123, 125.

Although the evidence may prove inaccurate some or all of #ilegedfacts, and while
the allegedacts, assuming their truth, may not add up to an actionabl®taittiffs have made
aprima faciecase for personal jurisdiction in Californi&eePhilos, 802 F.3d at 912 (“[T]he
party asserting personal jurisdiction need only make punza faciecase.”) (internal quotation
marks omitted) Felland v. Cliftonsuprg a case on which Mizuho substantially relies, Doc. 149
at 11 Doc. 155 at 14-15llustrates the pointThe plaintiff, an individual named Felland,
entered into a contract to purchase a new condominium unit in Mexico from Cliftonizanar
resident.Felland 682F.3d at 669. After making the first installment payment, Felland
expressd concern about the financing and timeliness of the condominium project, and Clifton
sent several communications to Felland in Wisconsin assunmgftthe project’s health;
relying on those assurances, Felland made additional paynileiats.Clifton’s assurances were

false, Felland sued him in Wisconsin for intentional misrepresentation argsrescand the



district court dismissed the suit for lack of personal jurisdictidnat 669-70. The Seventh
Circuit reversed, explaining:
Felland’s complaint alleges that Cliftoa’repeated communications to his
Wisconsin home were part of a deliberate attempt to lull him into a false sense
of security and to induce him to make the installment paymé&nitsle these
communications might not be dirgctelevant to a simple breadaf-contract
claim, they are critical to Fellansl’claim of intentional misrepresentation.
Clifton was aware that Felland lived in Wisconsin, directed multiple
communications to him there, and knew that the harm would be felt in
Wisconsin. These allegations are sufficient to establish the minimum contacts

necessary to satisfy the dpeocess requirements for jurisdiction over Clifton
in Wisconsin.

Id. at 670. The Seventh Circuit added that “[i]t is well established that Sultimg’
communications can be considered part of a larger scheme to defraud” and alsevVard tel
the evaluation of the defendant’s minimum contacts with the forum state for purposes of
establishing personal jurisdiction in a case alleging a fraled.at 675-76.

It is true that this sudiffers from Fellandin that Clifton directed communications to
Felland in Wisconsin, while Mizuho remained silent when knowiaglkepting Lack’sleposits
from California, but that distinction does not warrarttifferent result As Fellandmakes clear,
“the nature of the purposeful-direction/purposeful-availment inquiry depends in latge phae
type of claim at issue.ld. at 674. Lack’s claim is that Mizuho defrauded him not by making
false statements tum, but the oppositeby remaining silent and thereby concealing the truth
about Mizuho’s “you can deposit to your heart’s content, but we won't let you withdrawy poli
regarding its Mt. Gox bank account—and then by accepting his démaditeaping the
associated service feajth the knowledge of the deposiCalifornia origin and Lacls presence
in California. The specific jurisdiction analysis must account for the natuhe ¢bttsalleged,
unjust enrichment and fraudulent concealment, and the coneltgztlleged is sufficient to

establish that Mizuho purposefully directed its conduct to California, giverhéh&brts vere

10



completed only when Mizuho knowingly accepted a deposit from a California branch from
somebody it knew to be a California resident and placed that deposit into the fiegueialent
of a black hole.

The court has no doubt that Mizuho did oatethatLack resided inCaliforniaas
opposed to, say, Nebraska or North Carolina. That does not dhanfget that Mizuho created
the necessary relationship with California by accepting Ladgmsit, knowing that arrived
from a Californiabranch and California residentaind profiting from the associated feeeel.
Mclintyre Machinery, Ltd. Wicastrq 131 S. Ct. 2780, 2789 (2011) (plurality opinion) (“[I]t is
the defendant’s actions, not his expectations, that empower a State’s coulojet¢blsm to
judgment.”). In accepting the wire transfer and reaping the fee, Mizuho was not merely
“affect[ing] plaintiffs with connections to” Californiaddvanced Tactical751 F.3d at 801
(quotingWalden 134 S. Ct. at 1126). Instead, Mizuho’s contacts with California were
“intertwined with [its] transactions or interactions with” Ladialden 134 S. Ct. at 1123s
Mizuho “purposefully exploited the [California] market” by accepting depaosits the
attendant feewhile concealing its navithdrawal policy Advanced Tactical’51 F.3d at 802
(internal quotation marks omittedMizuho’s relationshipvith California isnot “entirely
fortuitous,” and it does not “depend[] wholly on activities out of [Mizuho’s] contidl,at 803
(citing World-Wide Volkswagen Corp. v. WoodsdA4 U.S. 286, 291-92 (1980)), as Mizuho
knew that it was accepting a depdeim a California anda California branch

Nor would exercising personal jurisdiction over Mizuho in California offend toarwditi
notions of fair play and substantial justice. “The following factors are relavamaking this
determination:theburden orthe defendant, the forum Stagehterest in adjudicating the

dispute, the plaintif§ interest in obtaining convenient and effective refled,interstate judicial

11



systems interest in obtaining the most efficient resolution of controversies, and thd share
interest of the several States in furthering fundamental substantive sdicialspb Felland

682 F.3d at 677 (quotingurger King 471 U.S. at 477). “[A]s is almost always the case,”
California “has a strong interest in providing a forum for its residents koredeess for torts
inflicted by outef-state actors and injuries suffered within the stalieid. Although Mizuho
would “face some burden in being forced to defend an action in” California rather gzam Ja
“out-of-state defedantsalwaysface such a burdeand there is no suggestion that [Mizuho’s]
hardship would be any greater than that routinely tolerated by courts agespscific
jurisdiction against nonresidentslbid. Finally, “[t]here is no compelling reasondssume”
either that a suit in California would not serve Lack’s interest in obtaining camteamd
effective relief othat itwould not be the most efficient way to resolve the mattad. More
broadly, ly entering into a depositary relationshipiwilt. Gox, Mizuhocertainlyhad every
expectation of accepting wire transfers frbth Gox users who wanted to fund their accounts
with fiat currency; indeediccepting those transfers and securing the resulting serviogdses
no doubt a motivation for Mizuho to enter the Mt. Gox relationship in the first place. Those
relationships in turn make it “such that [Mizuho] should reasonably anticipate Hedaajinto
court” in the Mt. Gox users’ home jurisdictionBhilos 803 F.3d at 913 (quotirgurger King
471 U.S. at 474-75) (internal quotation marks omitted).

In anyevent, Mizuho has forfeited any argument based on notions of fair play and
substantial justicelts initial briefdoes not address fair play and substantial justice at all, Doc.
149, and its reply brief notes only that “[b]Jecause the plaintiffs have not elstabtisat Mizuho
Bank had sufficient suitelated contacts with Illinois to meet the standard articulat¥daiaen

or that their claims arose out of Mizuho Bank’s contracts with lllinois, ‘trathtiootions of fair

12



play and substantial justice’ do not provide an independent basis for conferringcquesibnal
jurisdiction over Mizuho.” Doc. 155 at 17. (The court does not fault Mizuho for not making a
fair play/substantial justice argument as to California, but indieeven make the argument as
to lllinois.) Thisresults in a forfeitureSee Batson v. Live Nation Entm’t, Int46 F.3d 827,
833 (7th Cir. 2014) (“[A]s the district court founithe musical diversity argument wisfeited
because it wagerfunctory andinderdeveloped.”Milligan v. Bd. of Trs. of S. lll. Uniy686
F.3d 378, 386 (7th Cir. 2012) T]he forfeiture doctrine applies not only &litigant's failure to
raise a generargument ... but also to a litigastfailure to advance a specific point in support
of a general argument.”jJudge v. Quinn612 F.3d 537, 557 (7th Cir. 2010WWe have made
clear in the past that it is not the olaliipn of this court to research and construct legal arguments
open to parties, especially when they are represented by counsel, and werhadeted
perfunctory and undeveloped arguments, and arguments that are unsupported by pertinent
authority, are waived.”) (internal quotation marks omitted)

Contrary to Mizuho’s submission, Doc. 188pjecting it to personal jurisdiction in
California is not inconsistent witNoboa v. Barcelo Corporacion Empresarialipra In that
case Noboa used the Orbitz website to book and pay for a stay at a hotel in Mexico owned by
Barceld,a Spanish company. 812 F.3d at 572. At the hotel, Noboa signed up for an ecotour
with a Mexican company called Rancho Carisuva; during the tour, Noboa’'s vehiclameertu
killing her, and her executors sued Rancho Carisuva and Banci#linois. Ibid. In holding
that neither defendant was subject to personal jurisdiction in lllinois, the Sevettift Ci
explained:

Only intentional contacts by the defendant with the forum jurisshiatan
support specific jurisdictionPlaintiffs’ complaint does not allege that Rancho

Carisuva, the supposedly culpapbaty, had any acciden¢lated contacts
with lllinois. Instead plaintiffs rely olNoboa’scontacts with lllinois, and

13



then with Orbitz, which had a contract with Barcel6 (or one of its subsidiaries
or licensees), which led her to a hotel lobby in Baja California, where she met
a representative of Rancho Carisuva, which provided defective equipment (or
deficient supervision) on a motorized to@uch contacts are even more
attenuated than those deemed insufficiem/alden,in which the Court held

that Nevada could not exercise jurisdiction over a claim by one of its citizens
that a resident of Georgia should have knowat his activity in Georgia

would injure the Nevadan.

Ibid. Here, by contrast, Mizuho is alleged to have hadr&dated contacts with California: it
knowingly accepted a deposit from a bank it knew to be in California and from somebody it
knew to be a @liforniaresident knowing that it would not allow that money to be withdrawn,
despite having concealed the no-withdrawal policy for the purpose of enticingeqpaditd.
These facts evidendke requisite contacts with California.

Equally incorrects Mizuho’s contention that the result reached here is inconsistent with
Advanced Tactical Ordnance Systems v. Real Action Paingballa In that case, Advanced
Tactical, an Indiandased manufacturer of nonletlraitant projectiles acquired trademarks and
other property in a foreclosure sale fr@®pperBall Technologies, a California compatd; at
798. Prior totheforeclosurePepperBalpurchased its projectile irritants from two different
companies: one a hatfvner of Advanced Tactical, atide other a Mexican company called
APON. Ibid. After the foreclosure sale, APON’s chief operating officer sold irritamjeptiles
to Real Action Paintball, a California comparig. at 799. Real Action then touted its
acquisition of the “machineryecipes, and materials once used by PepperBall Technologies,”
incorrectlyand illegallyimplying, in Advanced Tactica eyes that Real Action wasowthe
sole maker of PepperBall irritant projectildbid. After Real Action failed to respond
satisfactorily to a ceasand<desist letter, Advanced Tactical sued Real Actioiméhana. lbid.

The Seventh Circuit, noting that the “mere fact that [defendant’s] condudteaffel@intiffs with

connections to the forum State does not suffice to authorize jurisdiatioaf’802 (quoting

14



Walden 134 S. Ct. at 1126) (alteration in original), held that Real Action was not subject to
personal jurisdiction in Indiana.

Unlike Real Action’s condudn Advanced TactidaMizuho’s litigationspecific conduct
here was directedt California. As noted, the alleged fraudulent concealment and unjust
enrichmentortswere completed only when Mizuho accepted a deposit from Lack, whom it
knew to be in California, from the California branch of his bamkis contrasts with Real
Action, whose only contact with Indiana was that a competitor alleging trakl@mrangement
happened to be based there, and whose alleged infringement did not rely on transactions
originating in Indiaa. Mizuho’s aleged fraudulent concealmdrgcame grounds for a legal
claimonly once Mizuhaeceived Lack’s depositom Californiaand wjustly enriched itself
from the deposit that its fraudulent concealment had induced Lack to send.

So Mizuho is sulgct to personal jurisdiction in Californiat least under Seventh Circuit
precedent This casehoweverwas filed in Illinois Thatis important, for Mizuho’s relationship
with Greene, and thusith llli nois, is considerably less involvéthn its relionship with Lack,
and thuswith California. Unlike Lack, Greengoesnot allegehat he sent any wire transfers to
Mizuho or that Mizuho received any transaction fieesy Greene.Greene conceddhis, but
retortsthat had he known that Mizuho had placed restrictions on Mt. Gox’s Mizuho account, he
would have withdrawn his bitcoins from Mt. Gox before its demise rendered them Bibleces
Doc. 146 at 1 55; Doc. 15 10. Greene’s sole claim against Mizuho istttiee bank tortiously
interfered with his consumer agreement with Mt. Gox with “policies designed to unddvih
Gox’s ability to do business.Id. at] 103. Yet Mizuho had no transactional contacts with
Greene of the type that it had with Lack; intfathad no transactional contacts with Great

all. The alleged harm to Greene is Mizuho’s only contact with Illjreoigl that harm is
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insufficient to establish personal jurisdiction, as “mere injury to a forum radglaot a
sufficient connection to the forumWalden 134 S. Ct. at 1125.

Plaintiffs contrary arguments fail to persuadgirst, Plaintiffs observe thatlizuho
operates a branch in lllinois. Doc. 146]&; Doc. 151 at 7But theydo not allegehat any of
Mizuho's suitrelated conduct occurred @t account ofhatbranch. he mere fact that Mizuho
operates a branch in lllinoikereforedoes not confer specific jurisdiction over Mizuh®ee
Advanced Tactical751 F.3d at 801 (“For a State to exercise jurisdiction consistent with due
process, the defendanssit+elatedconduct must create a substantial connection with the forum
State.”) (quotingValden 134 S. Ct. at 1121)nternal quotation marks omitted)

Second, Plaintiffebserve thatmanyabsent membeisf the DeposiSubclassre lllinois
residents. Doc. 151 at 12-16. One such individual, Anthony Mepters that havired money
to Mizuho intended for use on Mt. Gox atict Mizuho earned service fees from accepting the
deposit. Doc. 151-3However,“absent class members are not ‘parties’ before the court in the
sense of being able to direct the litigatiow/illiams v. Gen. Elec. Capital Auto Lease, Ji&9
F.3d 266, 269 (7th Cir. 1998)ee also Day v. Persels & Assocs., |.IZ€9 F.3d 1309, 1316
(11th Cir. 2013);Dewey v. Volkswagen Aktiengesellschédtl F.3d 170, 181 (3d Cir. 2012), and
when “a district court [does not have] jurisdiction over the claim of the classsepative ... it
[has] no jurisdiction over the class action either even itthiens of some of the members of the
class were within its jurisdiction.Denberg v. U.S. R.R. R&d.,, 696 F.2d 1193, 1197 (7th Cir.
1983). $Pecific personajurisdictioncan arise only from the claims of the named plaintiffs, not
those of absent classembers SeeSenne v. Kan. City Royals Baseball Cdrf)5 F. Supp. 3d
981, 1022 (N.D. Cal. 2015) (“In a purported class action, specific jurisdiction must be

demonstrated by the named plaintiffsSjnohui v. CEC Entm’t, Inc2015 WL 848199, at *2
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(C.D. Cal. Feb. 26, 20158M Trust v. UBS AG79 F. Supp. 3d 977, 986 (N.D. Cal. 2015)
(“[C]laims of unnamed class members are irrelevant to the question of spacsiiection.”);
Ambriz v. Coca Cola Cp2014 WL 296159, at *5-6 (N.D. Cal. Jan. 27, 20t4)7A Charles
Alan Wright et al. Federal Practice and Procedu&®1757 (3d ed. 1998) (“The general rule is
that only the residence of the named patrties is relevant for determining when verogeis’).
Accordingly, the contacts that Mizuho made with lIllinois through the absent mewittée
Deposit Subclass are not sufficient to establish personal jurisdiction over Mizllmois.

Having concludedinder Seventh @uit precedenthat personal jurisdiction lies over
Mizuho in California but notllinois because Lack (a California resident) is a Deposit Subclass
member while Greene (an lllinois resident) is not, the court must decideond@text. The
appropriate course is toansfer this casender28 U.S.C 8§ 1631to the Central District of
California, where Laclappears toeside Doc. 17 at 3ghowing that Lack executdus affidavit
in Los Angeles)and where Mizuho is subject to personal jurisdiction. Section 1631 provides:

Whenever a civil action is filed in a court and that court fids that there is a
want of jurisdiction, the court shall, if it is in the interest of justice, transfer
such actioror appeato any other such court in which the actamappeal

could have been brought at the time it was filed or noticed, and the action
appeal shall proceed as if it had been filedrinoticed for the court to which

it is transferred on the date upon which it was actually filem imoticed for
the cout from which it is transferred.

28 U.S.C. § 1631. The statute has been helggtyaot only where subject matter jurisdiction
lies in the transferee court but not the transferor court, but also where, ahéelefendant is
subject to personal jurisdiction not in the transferor court but in the transferée $eehrader
v. Biddinger, 633 F.3d 1235, 1249 (10th Cir. 201D)Jamoos ex rel. Estate of Weingeroff v.
Pilatus Aircraft Ltd, 566 F.3d 94, 109-10 (3d Cir. 2009ghnson v. Woodcock44 F.3d 953,
954 n.2 (8th Cir. 2006 Roman v. Ashcrqf840 F.3d 314, 328 (6th Cir. 2003No citable

Seventh Circuit opinionesolves ether § 1631 applies where the court lacks personal
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jurisdiction over the defendan€Cf. Wade v. Farmers Ins. Grpl996 WL 508613at*2 (7th Cir.
Aug. 30, 1996) (“Moreover, the court erred in stgtihat§ 1631permitstransfersout of forums
of impropervenue. The court should have stated thattlamsferwas also authorized under

8 1631since it lackedersonaljurisdiction over Farmers).) The interests of justice would be
served by a transfer, as thavould be no point, other than unnecessarily creating pessibl
statute of limitations issue) dismissing the suit only to require Lackrefile it in California.
SeeGoldlawr, Inc.v. Heiman 369 U.S. 463, 466-67 (196Amity Rubberized Pen Co. v. Mkt.
Quest Grp. Ing.793 F.3d 991, 996 (9th Cir. 2015) (noting “thatmally transfer will be in the
interest of justice because normaligmissal of an action thabuld be brought elsewhere is
time-consuming and justicdefeating”) (internal quotation marks omittejpore v. City of
Kankakee2015 WL 2455116, at *3 (N.D. Ill. May 22, 201Ropberts & Schaefer Co. v. Clyde
Bergemann Delta Ducon, In2015 WL 1911108, at *7 (N.D. lll. Apr. 27, 2015)uster v. |2
Global Commc'n, Ing 2014 WL 4699675, at *3 (N.D. Ill. Sept. 19, 2014).

Before transferring the case to California, however, the gallirgive putative class
counsel three weeks to amend the complaiatithan Illinois member of the Deposit Subclass as
a named plaintiff. Counsel is being given this opportunity beatesgeventh Circuit hdsng
and repeatedly helthatif a named plaintiff falls short as a class repnéstive, counsel should
beallowed, if it can, to designate a new named plaintiff who fits the &l Phillips v. Asset
AcceptancelLC, 736 F.3d 1076, 1080-81 (7th Cir. 201Bgndall v. Rolls-Royce Cor®37
F.3d 818, 827 (7th Cir. 20L1hillips v. Ford Motor Co, 435 F.3d 785, 786 (7th Cir. 2006)
Parks v. Pavkovic753 F.2d 1397, 1404 (7th Cir. 1989)his casaliffers somewhatrom those

just cited—Greene’s problem isat, for example, that he isadequateinder Rule 23(a)(4r
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that his clains are mootinder Article Il but rather that hiparticular claim does not justify
exercising personal jurisdiction over Mizuho in Illinoigut the same general principle applies.
Conclusion
For the foregoing reasons, Mizuho’s motion to dismiss for want of persondigtias is
conditionally denied, with the condition being that putatlass counsdlle by April 4, 2016a
third amended complaint naming as a putative class representative aniéisident who is a

member othe Deposit Subclasdf counsel fails to do sahis case will be transferred to the

i

United States District Judge

Central District of California.

March 14 2016
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