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I. Constitutional Restrictions on Service
a. Mennonite Board of Missions v. Adams (U.S. 1983)

i. The immediate action was a quiet title action by the purchaser of a house from the county. Issue was whether mortgage company still had a security interest in the house.

1. Note: Quiet title actions are usually universally binding. In such cases, they require extensive notice. 
ii. The Indiana state courts held that the mortgage company lost its interest in the home due to a tax judgment against the homeowner.  Notice was given to the homeowner by registered mail. Notice to the mortgage company was by publication and by posting in the courthouse.
iii. This case is an example of a collateral attack.  During the quiet title proceedings, the mortgage company collaterally attacked a previous judgment due to inadequate notice.

iv. US SCt held that notice first action was constitutionally insufficient under 14th Amendment.

1. remember: it is not necessary that one had actual notice to be bound by a judgment. The test is Mullane: “An elementary and fundamental requirement of due process in any proceeding which is to be accorded finality is notice reasonably calculated, under all the circumstances, to apprise interested parties of the pendency of the action and afford them an opportunity to present their objections.”
2. if Mullane is satisfied, you can be bound even if you did not actually find out about the proceedings

v. Determining whether Mullane is satisfied requires weighing:

1. the cost of a better form of notification (in this case direct notice to mortgage company)

2. the value of the interest at stake (in this case a property interest in a home)

3. the sophistication of the party (mortgage company was sophisticated, but this was not thought dispositive)

4. in some cases (e.g. class actions) whether the party’s interests are being represented by those who did get actual notice

vi. The Court found that the cost of direct service to the mortgage company was small compared to its stake in the case. The mortgage company’s address was available in the title records.
II. Federal Subject Matter Jurisdiction

a. Federal Question (or “Arising Under” Jurisdiction)

i. U.S. Const. Article III. Section 2 limits federal judicial power to certain types of cases and controversies. One type is “all Cases, in Law and Equity, arising under this Constitution, the Laws of the United States, and Treaties made, or which shall be made, under their Authority . . . ”
ii. Congress has taken advantage of this power in 28 U.S.C. § 1331, but this statute has been interpreted to allow federal courts to entertain only those cases that satisfy the well-pleaded complaint rule.  The well-pleaded complaint rule asks us to consider what law a complaint would invoke if it said the minimum necessary to justify the relief requested. If no federal law is mentioned in such a complaint, there is no federal question SMJ under 1331.
iii. Louisville & Nashville RR Co. v. Mottley (U.S. 1908)

1. Plaintiffs sought a specific performance from the L&N RR Co. requiring the RR to honor its promise of free passes (promised in an earlier settlement).

2. RR refused to renew passes based on a federal law that does not allow provision of such passes.

3. The case involved several federal issues, including 5th Amendment issues and the validity and scope of the federal statute.
4. Notwithstanding the federal issues, the complaint did not “arise under” these issues.  In a well-pleaded complaint, the case only arose under state law (breach of contract).

5. Because the case arose under state law, the federal court had no subject matter jurisdiction.

6. Restrictions of subject matter jurisdiction make it harder for parties to “forum shop” and take cases to the federal court system by adding federal issues to a complaint that arises under state law.

iv. Case remanded to federal trial court with instructions to dismiss on SMJ grounds. Case was then brought in Ky state court system and ultimately the US SCt took it on appeal

1. Congress had allowed the USSCt to take appeals from state courts concerning federal issues

2. Why did Congress have this power? How is it compatible with the limitations on the judicial power of the United States?

a. Because “arising under” in Article III of the Constitution is interpreted broadly to include any federal issue.

v. Question: Why would parties want to forum shop?  
1. Answer: Some parties think that federal courts are more pro-defendant and that state courts are more sympathetic to plaintiffs. This is particularly true concerning class-actions.  In addition, procedural differences between state and federal courts may appear beneficial to one party.  Also, perceptions of jury pool composition affect desired venue (state court in the Bronx may have a pro-plaintiff jury while federal court draws from a broader pool that may be more pro-defendant).  Finally, ability of state courts to interpret and make state laws (whereas federal courts cannot make state law) makes state court more appealing in a case that seeks to change state law.
b. Declaratory Judgment Actions – 
i. How can you tell whether they have SMJ under 1331? After all, the plaintiff asks for no relief at all – merely asks that the court decide a question of law concerning some facts

1. for example, the Mottleys might have asked for a declaratory judgment about whether the federal statute applied to their contract

2. test is that the court should determine what the complaint would have looked like if it had asked for relief and then apply the well pleaded complaint rule 
c. Hypothetical: What if the Mottleys had brought a declaratory judgment action to determine whether the federal statue overrode their contract.  Federal question?

i. Answer: No, while the issue at hand for the declaratory judgment is a federal issue, had they asked for relief, a well-pleaded complaint would not arise under federal law.

1. so the Mottleys could not have made an end run around the well pleaded complaint rule by bringing a declaratory judgment action
d. Hypothetical: P sues D for infringement of his patent.  Is this a federal question?

i. Answer: Yes, patent laws are federal laws and therefore the case arises under federal law.

e. Hypothetical: P sues D for breach of contract regarding use of P’s patent.  Is this a federal question?

i. Answer: No, the case is arising under breach of contract (state law).  Even if patent issues come up in a federal defense, the case still arose under state law and is not a federal question.

f. Hypothetical: I am a beneficiary of a trust and sue the trustee because he has invested in illegal securities in violation of the trust.  The securities are illegal, because they are in violation of federal law.  Is this a federal question?

i. Answer: Yes, both federal and state laws are involved in a well-pleaded complaint, meaning that this is both a federal and state question.  A federal court could hear the case but would have discretion. Federal courts tend to use a sliding scale based on how substantial the federal element is.
g. Supplemental Jurisdiction – roughly, state law claims can get into federal court with federal claims if they concern the same facts as those federal claims (will discuss in much greater detail later)

i. It doesn’t make sense to have parallel trials for the same “case and controversy.”
ii. state law claims can remain even if the federal claims are thrown out for failure to state a claim (but not if the foundational federal action is dismissed for lack of SMJ – for then there is no federal claim to which state claims are supplemental) 
h. Hypothetical: P sues D in federal court under federal Securities Exchange Act, claiming that a certain financial instrument is a “security.”  The federal court concludes that the instrument is not a “security” within the meaning of the Act.  It therefore dismisses the action.  Is this failure to state a claim or lack of SMJ?

i. Answer: This is failure to state a claim.  The court has power over the case and decides that the defendant’s claim does not add up to a violation of federal law.
ii. thus any state law actions with supplemental jurisdiction could remain in federal court

i. But doesn’t that mean it is easy to get state law actions into federal court? Hypothetical: You hit me in the face and I bring an action against you in federal court (using federal question jurisdiction as my source of subject matter jurisdiction) for a violation of federal securities laws.  I also add a state law battery action under supplemental jurisdiction. Failure to state a claim or failure of subject matter jurisdiction? If it is failure to state a claim, my state law battery action could remain in federal court.
i. Answer: Lack of subject matter jurisdiction. The plaintiff is just trying to get into federal court with what is essentially a state law action. Not easy to tell where to draw the line here however.
III. Diversity and Alienage Jurisdiction

a. U.S. Const Article III. Section 2. provides for federal subject matter jurisdiction in cases arising between citizens of different states or between citizens of a state and foreign nationals.

b. Hypothetical: P (NY) sues D1 (NY) and D2 (CA) under NY state law for damages in connection with a brawl in NY.  Could Congress create a statute allowing for federal jurisdiction for this action?

i. Answer: Yes, as long as there is minimal diversity (at least one party is a different citizenship than at least one member of the opposing party) Congress can constitutionally send this case to federal court.  Under current law (28 U.S.C. § 1332) this does not actually happen.
IV. Federal Court Jurisdiction and Venue Clarification Act of 2011 (To be continued September 17 . . . )
