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Defendant Satyam Computer Services Limited (“Satyam”) submits this memorandum in 

support of its motion, made pursuant to Federal Rules of Civil Procedure 12(b)(1) and 12(b)(6), 

to dismiss the following claims for lack of subject matter jurisdiction and for failure to state a 

claim upon which relief may be granted:  

A.  The claims of the sub-class of investors who are resident in the United States and 

who purchased Satyam’s ordinary equity shares on the Indian stock exchanges (the 

“MPERS Sub-Class”) and  

B.  The claims of the sub-class of Satyam’s employees who received, and exercised, 

options to purchase Satyam’s ordinary shares under Satyam’s employee stock option 

plans (the “Indian Ordinary Shares Sub-Class” or “IOS Sub-Class”).   

SUMMARY OF ARGUMENT 

1.  The Court lacks subject matter jurisdiction over these claims.  Satyam is an Indian 

company.  Both the MPERS and the IOS sub-classes acquired Satyam’s ordinary Indian shares 

and not its American Depository Shares (“ADSs”); moreover, they did so either on Indian stock 

exchanges or by directly purchasing the shares from Satyam in India.  United States courts do 

not have subject matter jurisdiction over securities fraud claims in such circumstances unless 

either the “conduct test” or the “effects test” is satisfied.  But neither test is met here.   

A.  Plaintiffs have not met the conduct test because the fraudulent conduct alleged 

in their Complaint occurred in India, not in the United States.  The Complaint alleges that 

Satyam’s financial irregularities occurred entirely in India, as did the steps taken by the 

defendants to profit from them, conceal them and, ultimately, disclose them.  Similarly, 

Satyam’s misleading corporate disclosures and financial statements were made or 

prepared in India.  The alleged recklessness or fraudulent complicity of Satyam’s auditors 
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also occurred in India, as did any failure of oversight by Satyam’s Board and Audit 

Committee.  See pp. 15-18, infra.   

 B.  The effects test is not met because the effects of the fraud were felt principally 

in India.  As the Second Circuit held in Schoenbaum v. Firstbrook, 405 F.2d 200, 206 (2d 

Cir. 1968), modified en banc on other grounds, 405 F.2d 215 (2d Cir. 1968), the effects 

test was developed to protect domestic investors who purchase foreign securities on 

American exchanges.  The test is not intended to globalize the American securities laws, 

much less to confer subject matter jurisdiction on purchasers such as the MPERS and IOS 

sub-classes who purchased Satyam’s ordinary Indian shares in India.  The fact that 

Satyam also issued ADSs or filed certain reports with the United States Securities and 

Exchange Commission does not change this result.  See pp. 18-22, infra.  

 2.  The claims of the IOS Sub-Class fail for yet another reason.  The members of this sub-

class are overwhelmingly not residents of the United States; the stock options they received were 

options to purchase Satyam’s ordinary Indian shares, and not its American ADSs; and, under the 

terms of the relevant stock options plans, the sub-class members purchased their shares directly 

from Satyam.  It is well settled that the Securities Exchange Act does not extend to such foreign 

transactions by foreign plaintiffs.  See pp. 23-24, infra.   

3.  Exercising subject matter jurisdiction over the MPERS Sub-Class would be 

inequitable because MPERS intentionally sought to avoid American stock exchanges and United 

States securities regulation when it purchased its Satyam stock.  For reasons peculiar to India’s 

regulatory regime and securities-markets, Satyam stock traded on the Indian exchanges at a 

substantial discount to the price the same stock commanded in the form of ADSs on the New 

York Stock Exchange.  To take advantage of this difference, MPERS undertook the laborious 
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process of applying with the Securities Exchange Board of India to qualify as a Foreign 

Institutional Investor and, thus, reap the additional profits of purchasing stock in India.  Having 

gone to lengths to benefit from the absence of United States securities regulation, MPERS cannot 

now invoke the subject matter jurisdiction of American courts to enforce its rights under the 

United States securities laws.  See pp. 22-23, infra.  

4.  Plaintiffs have failed to state a claim upon which relief may be granted.  There is no 

private right of action under section 10(b) of the Exchange Act unless there is a direct causal link 

between a plaintiff’s injury and the component of the alleged fraudulent scheme that occurred in 

the United States.  Here, the MPERS and IOS sub-classes made their purchases of Satyam shares 

in India, those shares were Satyam’s ordinary Indian shares and, according to the Complaint,  the 

defendants perpetrated the fraud entirely within India.  See p. 24, infra. 

 5.  Satyam joins co-defendants’ motion to dismiss the Complaint on the grounds of forum 

non conveniens.  See p. 25, infra.   
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BACKGROUND 

Satyam Computer Services Limited 

Satyam is a leading information technology provider incorporated and headquartered in  

India.1  Satyam was founded in 1987 by Byrraju Ramalinga Raju (“Raju”), who remained 

Satyam’s Chairman until January of this year.  (Compl. ¶¶ 1, 22.)  Although Satyam has offices 

and customers in a number of countries around the world, the company’s operations and 

management are centralized at its corporate offices in Hyderabad, India.  (Iyappa Decl. ¶ 3.)   

Satyam has one class of stock, that is, its ordinary Indian equity shares.2  These shares 

trade on the Bombay Stock Exchange (“BSE”) and the National Stock Exchange of India 

(“NSE”).  In May 2001, Satyam made its first offering of ADSs on the New York Stock 

Exchange.3  Each ADS consists of two shares of Satyam’s ordinary shares.  Despite this ADS 

                                                 
1  The facts underpinning this motion chiefly are drawn from the allegations of, and documents referenced 

in, the Consolidated Class Action Complaint (“Complaint”) and from Satyam’s public filings and the declarations 
submitted in support of this motion.  While the allegations of the Complaint are presumed true for purposes of this 
motion, that presumption does not extend to “legal conclusions, deductions or opinions couched as factual 
allegations.”  In re NYSE Specialists Sec. Litig., 503 F.3d 89, 95 (2d Cir. 2007) (quotations and alteration in original 
omitted).  In considering the instant motion, the Court may consider documents relied on or quoted in the Complaint, 
see Chambers v. Time Warner, Inc., 282 F.3d 147, 153 (2d Cir. 2002); Salinger v. Projectavision, Inc., 972 F. Supp. 
222, 226 (S.D.N.Y. 1997), and securities filing and other published documents.  See Staehr v. Hartford Fin. Servs. 
Group, Inc., 547 F.3d 406, 426 (2d Cir 2008) (news articles); Rothman v. Gergor, 220 F.3d 81, 88 (2d Cir. 2000) 
(SEC filings).  Moreover, the Court may consider additional evidentiary materials submitted by defendants.  See, 
e.g., Zappia Middle E. Constr. Co. v. Emirate of Abu Dhabi, 215 F.3d 247, 253 (2d Cir. 2000) (Rule 12(b)(1)); 
Alcoa Steamship Co., Inc. v. M/V Nordic Regent, 654 F.2d 147, 149 (2d Cir. 1978) (en banc) (forum non 
conveniens).  Finally, because Satyam is challenging subject matter jurisdiction under Rule 12(b)(1), the Court may 
refer to evidence outside the pleadings.  See Arar v. Ashcroft, 532 F.3d 157, 168 (2d. Cir. 2008); Tabor v. Bodisen 
Biotech, Inc., 581 F. Supp. 2d 552, 557 (S.D.N.Y. 2008).   

2  See Satyam Form 20-F for year ended March 31, 2008 (“Satyam 20-F”), at 3, Exhibit 3 to the 
accompanying Declaration of Geoffrey S. Stewart (“Stewart Decl.”).  This motion also relies upon the 
accompanying Declarations of K. B. Iyappa, General Counsel of Satyam (“Iyappa Decl.”) and Arvind P. Datar 
(“Datar Decl.”).   

3  Satyam made an additional ADS offering on the NYSE in May 2005 and then, in January 2008, Satyam 
ADSs were also listed on Euronext in Amsterdam.  (Satyam 20-F at 66.)  In May 2009, Satyam ADSs were removed 
from the Euronext.  (Stewart Decl. Ex. 9, Satyam 6-K, dated Apr. 21, 2009.) 
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offering, the overwhelming majority of Satyam shares (over 80%) traded on the Indian 

exchanges during the putative Class Period.4  (See Compl. ¶ 24.) 

As an Indian company, Satyam’s disclosures to investors are governed by the laws of 

India and, in particular, the Indian Companies Act, 1956 (“ICA-1956”) (relevant provisions of 

which are attached as Datar Decl. Ex. 2) and the rules and regulations made by Securities 

Exchange Board of India (“SEBI”).  These disclosure requirements are outlined in Satyam’s 

listing agreements with the BSE and the NSE.  (Iyappa Decl. Exs. 1 & 2.)5  At all relevant times, 

Satyam’s annual registration documents and financial statements were prepared in accordance 

with, among other rules and regulations, the accounting standards specified by the Institute of 

Chartered Accountants of India.  (Iyappa Decl. ¶ 8.)  Pursuant to ICA-1956, Satyam’s financial 

statements were filed with the regional Registrar of Companies in India, as well as the BSE and 

NSE.  (Id.) 

Satyam also was subject to United States disclosure requirements with respect to its 

ADSs, but the SEC’s reporting requirements for foreign companies are less stringent than those 

for American corporations.6  In particular, overseas companies need not make quarterly filings 

and are exempted from certain other disclosure requirements.  See 17 C.F.R. § 240.3a12-3 

                                                 
4  As of March 31, 2008, Satyam had 670,479,293 equity shares issued and outstanding, which included 

130,505,900 equity shares underlying 65,252,950 ADSs.  (Compl. ¶ 24.) 
5  Since the copies of the original executed BSE and NSE Listing Agreements are difficult to read in certain 

parts, we have attached as exhibits 1 and 2 to the Iyappa Declaration, and exhibits 3 and 4 to the Datar Declaration, 
the current standard forms of listing agreements used by the BSE and the NSE together with true and correct copies 
of the Listing Agreements executed by Satyam.  We shall submit better copies of the executed Listing Agreements 
to the Court as soon as possible. 

6  Foreign private issuers may register under Sections 12(b) or (g) of the Exchange Act by filing a Form  
20-F pursuant to Section 12 of the Exchange Act.  Form 20-F also serves as an annual report form for foreign issuers 
in lieu of the Form 10-K.  Furthermore, a foreign issuer does not need to report material events on Form 8-K but 
rather must only report home country filings on Form 6-K.  See 17 C.F.R. §§ 249.220f, 249.306 (2008).  In the case 
of both the Form 20-F and Form 6-K, the requirements for disclosure are relaxed from domestic standards, comport 
with the general needs of non-domestic issuers, and permit a measure of parity with disclosure required in the 
foreign issuer’s home country.  Steven M. Davidoff, Regulating Listings In A Global Market, 86 N.C. L. Rev. 89, 
130-31 (2007). 
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(2007); 17 C.F.R. § 240.13a-13 (2007).  The purpose of the SEC’s two-tier approach is to permit 

foreign issuers to have United States reporting requirements similar to those of their home 

countries.  See Davidoff, supra note 5, at 130-31. 

A.  The Alleged Financial Fraud In India 
 
On January 7, 2009, Satyam Founder and Chairman Ramalinga Raju publicly disclosed 

that he and others at Satyam’s Indian headquarters had engaged in financial irregularities that 

resulted in the overstatement of Satyam’s assets by about $1 billion.  (Compl. ¶¶ 2, 9.)  The 

Complaint alleges that Raju’s scheme involved: (1) creation of false revenue  (id. ¶¶ 2, 3, 65, 68, 

81, 87, 172); (2) concealment of that revenue through falsification of accounting, banking and 

other records (id. ¶¶ 2, 4, 65, 68, 81-86, 90-93, 95); (3) insider trading by Raju and members of 

his family (id. ¶¶ 67, 110-113); (4) pocketing the salaries of hundreds, if not thousands, of ghost 

employees (id. ¶¶ 7, 67, 69, 110, 114, 115, 173, 174); (5) concealing the proceeds of the scheme 

by channeling the wrongfully-earned cash into investments anonymously held by the Raju family 

(id. ¶¶ 5, 32, 97-106, 112, 113, 174); (6) when the scheme threatened to unravel, making massive 

off-book personal loans to Satyam (id. ¶¶ 6, 56, 70, 86, 107, 108, 193-196); and (7) further 

concealing the scheme with false public disclosures and filings.  (Id. ¶¶ 3, 24, 66, 68, 70, 121, 

122, 171-222.)  After Raju’s disclosure of the fraud, the price of Satyam stock plunged on the 

Indian stock exchanges.  (Id. ¶ 10.)  Since it is the ordinary Indian shares that underlie Satyam’s 

ADSs, the price of the ADSs fell as well.  (Id.)   

1.  Creation of False Revenue.  The Complaint alleges that the basis of the fraud was the 

overstatement of revenue by the creation of false customer invoices.  This involved several 

Satyam officers and employees, all of whom worked in India.  First, Satyam’s Assistant Manager 

of Finance, Srisailam Chetkuru, created false invoices.  (Compl. ¶¶ 3, 81-83, 85.)  Next, 

Satyam’s Chief Financial Officer, defendant Vadlamani Srinivas, booked false revenues 
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corresponding to the false invoices.  (Id. ¶ 87.)  Relying on these inflated revenue numbers, 

Satyam’s financial staff then prepared financial statements that overstated Satyam’s financial 

results.  (Id. ¶¶ 3, 66, 68, 70, 172, 182-196.) 

2.  Concealment and Falsification of Records.  The Complaint details the efforts that 

were undertaken in India to conceal the fraud.  These included the forging of deposit receipts, 

bank statements, confirmation letters and fund transfer documentation.  (Compl. ¶¶ 4, 91-92.)  In 

particular, the Complaint alleges that the Officer Defendants7 directed Satyam’s Vice President 

of Finance, G. Ramakrishna, to prepare false bank documents to conceal the alleged fraud.  (Id. 

¶ 92.)  Similarly, Assistant Manager of Finance Chetkuru instructed technical experts to alter 

Satyam’s computer programs to conceal the false invoices from discovery.  (Id. ¶ 86.) 

3.  Insider Trading.  Plaintiffs allege that members of the Raju family profited from 

Satyam’s inflated price by timely selling their shareholdings.  (Compl. ¶¶ 5, 110-113.)  The 

Complaint avers that the Rajus concealed their trading by working through five front companies 

they created in India.  (Id. ¶ 112.)  Plaintiffs estimate that the two Raju brothers and an 

instrumentality they controlled made $68 million this way.  (Id.) 

4.  Paychecks to Ghost Employees.  As part of his scheme, Raju created thousands of 

ghost employees at Satyam.  (Compl. ¶¶ 7, 69, 115, 174.)  The Complaint alleges that Raju 

personally pocketed paychecks destined for some of these fictitious employees, making as much 

as $4 million per month.  (Id. ¶ 69.)  

5.  Concealment of Proceeds.  Plaintiffs claim that, in an attempt to launder the money 

they took from Satyam, the Rajus used a network of secret companies to acquire large tracts of 

land around Hyderabad.  (Compl. ¶¶ 97-106.)  This allegedly involved over three hundred front 
                                                 

7  The Officer Defendants include Satyam’s Chairman Byrraju Ramalinga Raju, his brother Satyam CEO 
Byrraju Rama Raju and Satyam CFO Vadlamani Srinivas.  (Compl. ¶¶ 25-29.)  All lived and worked in India, and 
are presently incarcerated there.  (Id. ¶¶ 10, 80.)  
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companies, professional advisors and members of the Raju family from farming villages in the 

area.  (Id. ¶¶ 100, 102, 104.)  

6.  Personal Loans to Satyam.  Raju’s misconduct drained Satyam of cash and, at times, 

Raju and members of his family made secret personal loans to keep Satyam afloat.  (Compl. 

¶¶ 6, 70, 86, 107.)  Plaintiffs say that the Rajus arranged over $300 million in such loans to 

Satyam through a series of “cover companies” they controlled in India.  (Id. ¶ 70.)  Later, the 

Rajus repaid themselves with cash from Satyam.  Satyam’s financial statements never disclosed 

these loans, but instead characterized them as monies received on previously recorded, fictitious 

sales.  (Id.)  Venkatapathy Raju, a senior manager in Satyam’s finance department, received 

these monies, deposited them, and ensured they were mischaracterized as sales.  (Id. ¶ 108.)  

7.  Failure of Oversight.  The Complaint alleges that members of Satyam’s Board of 

Directors and Audit Committee failed to perform their oversight responsibilities and permitted 

the fraud to occur.  (Compl. ¶¶ 65, 79, 166.)  To the extent there is any truth to this, the alleged 

lapses of oversight by the Audit Committee Defendants8 would have occurred in India, since that 

is where the accounting staff worked and the books and records were kept.  Because the alleged 

fraud transpired only in India, any failure to discover the fraud happened there, too. 

8.  Outside Auditors.  Plaintiffs name three entities whom they allege were involved with 

auditing Satyam, namely, PricewaterhouseCoopers Pvt. Ltd., Price Waterhouse and Lovelock & 

Lewes.  None of these entities is located in the United States.  (Id. ¶¶ 39, 116-117, 121.)  

Plaintiffs claim that Satyam engaged these Indian entities to perform its audits, that the audits 

took place in India, and that the audits were subject, in part, to Indian law and regulations.  (Id. 

¶¶ 38, 40; Iyappa Decl. ¶ 8.)  The Complaint alleges that these Indian entities knew that the 

                                                 
8  The Audit Committee Defendants are Mangalam Srinivasan, Krishna G. Palepu, M. Rammohan Rao, T.R. 

Prasad and V.S. Raju.  (Compl. ¶¶ 46-51.)   
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financial statements of Satyam were inaccurate because they had received contrary financial 

records, yet still certified Satyam’s statements.  (Compl. ¶¶ 40, 78, 116, 117, 124, 177.)  Once 

again, since those financial statements were generated, maintained and audited in India, any 

culpable conduct would have occurred in India. 

9.  False Disclosures and Filings.  To mask their conduct, the Rajus caused Satyam to 

make a series of misleading disclosures.  Many of these consisted of press releases issued in 

Hyderabad, where Satyam’s investor relations and financial communication functions were 

located, and of statements made in conference calls Raju hosted from India.  (Compl. ¶¶ 175, 

205, 207, 209, 211-213; Iyappa Decl. ¶ 4.)  In addition, Satyam’s financial staff in Hyderabad 

prepared financial statements that misstated the company’s financial performance and results and 

disseminated those financials to Satyam’s auditors.  (Id. ¶¶ 176-200.)  These Indian-prepared 

financial statements formed the basis of Satyam’s regulatory filings in India and the United 

States.  (Id. ¶¶ 176, 177, 198, 199, 201-203.) 9  Although Satyam made filings with the SEC, its 

financial disclosures consisted of financial information prepared in India.  See pp. 10-11, infra.   

10.  Disclosure of the Fraud.  With his scheme threatening to fall of its own weight, Raju 

publicly disclosed his fraud on January 7, 2009.  (Compl. ¶¶ 2, 9.)  On the Indian exchanges, the 

price of Satyam stock fell 87% from $3.67 on January 6, 2009 to $0.49 on January 9, 2009.  (Id. 

¶ 10.)  The ADSs fell by the same percentage, from $9.35 to $1.14 over those same days.  (Id.) 

11.  The Effect in India of the Fraud.  The effects of the fraud were felt overwhelmingly 

in India.  There was a great loss of wealth, since 80% of Satyam’s shares traded on the Indian 

stock exchanges.  (Compl. ¶¶ 10, 24.)  In addition, most of Satyam’s employees worked in India. 

                                                 
9  As a foreign issuer, Satyam did not have to file quarterly reports, but instead was required to file only an 

annual Form 20-F.  SEC Rule 15d-10(g)(1).   
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The Indian Government quickly intervened in Satyam.  Days after Raju’s resignation, the 

Company Law Board (“CLB”) suspended Satyam’s board of directors and replaced it with its 

own appointees.  (Stewart Decl. Exs. 4, 5 & 6, Satyam 6-Ks, dated Jan. 9, 2009, Jan. 13, 2009 & 

Jan. 16, 2009 respectively.)  Within weeks, the CLB and SEBI authorized the new Board to 

initiate a competitive bidding process to sell a controlling stake in Satyam to an outside buyer.  

(Stewart Decl. Ex. 7, Satyam 6-K, dated Feb. 19, 2009.)  The bidding process, overseen by a 

former Chief Justice of India, took two months.  Ultimately, the Board selected Tech Mahindra 

to become Satyam’s new controlling shareholder.10  (Stewart Decl. Ex. 8, Satyam 6-K, dated Apr. 

13, 2009.) 

The Indian criminal authorities also acted quickly.  Within days of Raju’s announcement, 

the Indian authorities took Raju and several other defendants into custody.  (See Compl. ¶ 10; 

Stewart Decl. Ex. 5, Satyam 6-K, dated Jan. 13, 2009.)  In late January, they arrested two 

individuals who allegedly had worked on the Satyam audit.  (Compl. ¶¶ 62, 64.)  On April 7, 

2009, India’s Central Bureau of Investigation filed charges against nine people for criminal 

breach of trust, cheating, forgery, falsifying records, and criminal conspiracy.  (Id. ¶¶ 25-26, 28, 

62, 64).  These individuals remain in Indian prison.  (Id. ¶ 64.) 

B.  Events in the United States 

The Complaint does not allege that any acts in the furtherance of the fraud occurred in the 

United States.  Although Satyam made periodic SEC filings on Forms 20-F and 6-K, Satyam’s 

United States disclosures were based upon the financial reports Satyam’s management generated 

in India.  Satyam’s last Form 20-F, for example, presented Satyam’s financial statements, which 

were generated in Hyderabad (pp. 3-4, 43-56), contained fifteen pages of generalized risk factors 

                                                 
10  As of the date of this motion, Tech Mahindra owns 42% of Satyam.  (Stewart Decl. Ex. 10, Satyam 6-K, 

dated July 10, 2009.)   
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about Satyam’s business (pp. 4-19), included dozens of pages about the company’s operations 

(pp. 20-39), discussed related-party transactions (pp. 65-66) and dealt with matters not at issue in 

this litigation.  (Stewart Decl. Ex. 3.)  All of these matters, of course, derived from the India-

based accounting decisions and India-based financial and business documents.  Tellingly, the 

Complaint’s principal averments address only this India-based conduct.   

 C.  This Litigation, the MPERS Sub-Class and the IOS Sub-Class  

The first securities class action complaint was filed against Satyam on January 8, 2009.  

A dozen other class actions were brought in the following weeks.  These cases were consolidated 

into the instant action on April 28, 2009.  On May 12, 2009, the Court appointed the Global 

Institutional Investors Group as lead plaintiff.  The Global Institutional Investors Group, in turn,  

is comprised of MPERS, the Mineworkers Pension Fund, SKAGEN A/S and Sampension KP 

Livsforsikring A/S.11   

On July 17, 2009, Plaintiffs filed the present Complaint on behalf of persons who 

purchased Satyam securities between January 6, 2004 and January 6, 2009 and who were 

damaged by the conduct alleged in the Complaint.  (Compl. ¶ 1.)  Within this class, there are 

three sub-classes.  The first, represented by SKAGEN, Sampension and Mineworkers is 

comprised of investors who purchased Satyam ADSs on the NYSE.  (Id. ¶¶ 18-20.)  The second, 

represented by MPERS, consists of those persons who were “purchasers or acquirers of Satyam 

ordinary shares traded on Indian exchanges who are residents of the United States.”  (Id. ¶ 254.)  

Finally, there is a sub-class of Satyam employees, represented by “Additional Named Plaintiff” 

Brian Adams, who received grants of stock options under any of Satyam’s five employee stock 

                                                 
11  Except for MPERS, all of the Lead Plaintiffs are foreign entities.  Mineworkers and Sampension are 

pension funds located in United Kingdom and Denmark, respectively (Compl. ¶¶ 18, 20), and SKAGEN is a mutual 
fund manager based in Norway.  (Id. ¶ 19.)   
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option plans and who exercised those options to purchase either Satyam ordinary shares or 

Satyam ADSs.  (Id. ¶¶ 21, 248-253.)  This motion is directed at these last two sub-classes. 

1.  The MPERS Sub-Class.  Unlike SKAGEN, Sampension and Mineworkers, MPERS 

purchased Satyam stock directly on Indian exchanges, despite the fact that it could easily have 

acquired ADSs on the NYSE.  This was a carefully considered and involved process since, as a 

general matter, a foreign institutional investor (“FII”) like MPERS cannot purchase stock 

directly on an Indian stock exchange.  Instead, Indian law requires investors like MPERS to file 

for and obtain certification from SEBI for approval to purchase Indian securities.  (Datar Decl. 

¶¶ 19-22 and Ex. 8, SEBI (Foreign Institutional Investors) Regulations (1995) §§ 3, 12, hereafter 

“FII Regulations”.)  The  registration process is rigorous and can take up to six months.  (Id. ¶ 21 

and Ex. 8, FII Regulations §§ 6-7.)  Moreover, even after SEBI certifies an FII to make a 

purchase of domestic Indian securities, the FII is limited in the number of shares it can acquire.  

(Id. ¶ 22 and Ex. 8, FII Regulations §§ 15(5), 16(1).)  In addition, the FII must appoint a 

“domestic custodian” to monitor the FII’s investments in India, report to SEBI daily on the FII’s 

transactions, preserve the FII’s records, and furnish information to SEBI.  (Id. ¶ 22 and Ex. 8, FII 

Regulations § 16.)  Finally, the FII is required to appoint an Indian bank to open Rupee-

denominated accounts and is required to  register the securities it purchased, maintain detailed 

books and records, and appoint a compliance officer to monitor the FII’s adherence to the law.  

(Id. Ex 8, FII Regulations §§ 3, 6, 7, 12, 15(5), 16, 19(A).)  Public records in India show that 

MPERS completed all of these steps in order to buy Satyam’s ordinary Indian shares in India.  

(Stewart Decl. ¶ 2 and Ex. 1.)  
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This difference in approach between the United States and India is significant.  India has 

a different, and in some ways less rigorous, structure of securities regulation and disclosure 

compared to the United States.  Satyam disclosed this in its 2008 Form 20-F:   

There is a difference between the level of regulation and 
monitoring of the Indian securities markets and the activities of 
investors, brokers and other participants and that of markets in the 
United States and other developed economies. . . . There may, 
however, be less publicly available information about Indian 
companies than is regularly made available by public companies in 
developed economies. . . . Historically our ADSs have traded on 
the NYSE at a substantial premium to the trading prices of our 
underlying equity shares on the Indian Stock Exchanges.  We 
believe that this price premium has resulted from the relatively 
small portion of our market capitalization represented by ADSs, 
restrictions imposed by Indian law on the conversion of equity 
shares into ADSs, and an apparent preference for some investors to 
trade U.S. dollar-denominated securities. 

 
(Satyam 20-F at 17-18.)  MPERS took advantage of this difference between Satyam’s stock price 

in India and the price of its ADSs in the United States.  Over the Class Period, Satyam’s ADSs 

on the NYSE consistently traded at a material premium (about 20%) to the price of its ordinary 

Indian shares.  (Stewart Decl. ¶ 4 and Ex. 2.)  Obviously, MPERS acquired Satyam ordinary 

Indian shares – instead of Satyam’s ADSs – to profit from the benefits of the Indian market.   

2.  The “Adams Class” and the IOS Sub-Class.  The IOS Sub-Class is a sub-set of a 

broader class represented by “Additional Named Plaintiff” Brian Adams.  The Complaint alleges 

that Adams is a former Satyam employee who received and exercised Satyam employee stock 

options.  (Compl. ¶ 21.)  The Complaint does not specify Adams’ nationality or residence, nor 

disclose whether Adams exercised options to purchase Satyam’s ordinary shares or its ADSs.  

The Complaint does not allege the number or residency of the members of the Adams class.  

However, during the Class Period, the overwhelming majority of Satyam’s employees lived and 

worked in India.  (See Iyappa Decl. ¶¶ 3, 7, 8.)   
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During the Class Period, Satyam had no fewer than five employee stock option plans.  

(Compl. ¶ 250; see also Satyam 20-F at 61-63.)  Three of those plans (Associate Stock Option 

Plan, Associate Stock Option Plan B and Associate Stock Option Plan – RSUs) awarded options 

to acquire Satyam’s ordinary Indian shares  (Iyappa Decl. ¶ 14(a)-(c).)  The other two plans 

awarded options to purchase Satyam’s ADSs.12  Regardless of the plan, options were exercised 

by giving notice to the plan administrators and then purchasing shares directly from Satyam.  (Id.)   

Thus, those Satyam employees who had options to purchase Satyam’s ordinary Indian 

shares have virtually no nexus to the United States.  Nevertheless, Adams purports to represent 

all Satyam employees who received and exercised stock options, regardless of their place of 

residence and, more fundamentally, regardless of which Satyam stock option plan they 

participated in.  Because this class is self-evidently overbroad, we believe it should be divided 

into at least two sub-classes.  One, the “IOS Sub-Class” should consist of those Satyam 

employees who received options to purchase Satyam’s ordinary Indian shares.  The other would 

consist of those Satyam employees who received options to purchase Satyam ADSs.  At this 

point, we are moving to dismiss only the claims of the IOS Sub-Class.  

ARGUMENT 

I. THE COURT LACKS SUBJECT MATTER JURISDICTION OVER THE 
CLAIMS OF THE MPERS SUB-CLASS AND THE IOS SUB-CLASS   

A putative class action may be dismissed at the pleading stage under Rule 12(b)(1) if the 

court lacks subject matter jurisdiction over the claims of the lead plaintiff.  Morrison v. Nat’l 

Australia Bank Ltd., 547 F.3d 167, 170 (2d Cir. 2008), petition for cert. filed, 2009 WL 770682 

(U.S. Mar. 23, 2009) (No. 08-1191).  To avoid dismissal, a plaintiff bears the burden of proving 

by a preponderance of the evidence that subject matter jurisdiction exists.  Id.  In contrast to a 
                                                 

12 They were Associate Stock Option Plan (ADS) and Associate Stock Option Plan – RSUs (ADS).  Iyappa 
Decl.  (Id. ¶ 14(d)-(e).) 
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motion to dismiss a complaint for failure to state a claim, in resolving “a factual challenge to 

subject matter jurisdiction under Rule 12(b)(1), a district court may refer to evidence outside the 

pleadings.”  Arar, 532 F.3d at 168; see also Tabor, 581 F. Supp. 2d at 557.   

Although the Exchange Act is silent as to its extraterritorial reach, federal subject matter 

jurisdiction is nonetheless limited and does not extend to purchases such as those made by the 

MPERS and IOS sub-classes.  See Morrison, 547 F.3d at 170.  To justify an extraterritorial 

extension of section 10(b), a plaintiff must satisfy either of two tests:  (1) the “conduct test,” that 

is, whether the wrongful conduct occurred in the United States or (2) the “effects test,” that is, 

whether the wrongful conduct had a “substantial effect” in the United States.  Id. at 171 (citing 

SEC v. Berger, 322 F.3d 187, 192-93 (2d Cir. 2003) and Psimenos v. E.F. Hutton & Co., 722 

F.2d 1041, 1045 (2d Cir. 1983)).  These two tests determine “whether there is sufficient U.S. 

involvement to justify the exercise of jurisdiction by an American court.”  Id. (citing Itoba Ltd. v. 

LEP Group PLC, 54 F.3d 118, 122 (2d Cir. 1995)).  The fundamental question is “whether 

Congress would have wished the precious resources of the United States courts and law 

enforcement agencies to be devoted to such [foreign] transactions.”  Id. at 170 (citing Europe & 

Overseas Commodity Traders, S.A. v. Banque Paribas London, 147 F.3d 118, 125 (2d Cir. 

1998); Bersch v. Drexel Firestone, Inc., 519 F.2d 974, 985 (2d Cir. 1975)).   

A. The MPERS And The IOS Sub-Classes Cannot Satisfy The Conduct Test 
Since All Events Relating To The Alleged Fraud Occurred In India  

There is no subject matter jurisdiction under the conduct test.  Subject matter jurisdiction 

exists under the conduct test “if the activities in this country were more than merely preparatory 

to a fraud and if the culpable acts or omissions occurring here directly caused losses to investors 

abroad.”  Morrison, 547 F.3d at 171.  This “depends on what and how much was done in the 
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United States and on what and how much was done abroad.”  Id.  In essence, a court must 

resolve “what conduct comprises the heart of the alleged fraud.”  Id.   

Here, there can be no doubt that the heart of the alleged fraud was in India.  The 

Complaint admits that Raju and others orchestrated their scheme from their offices in India.  See 

pp. 6-10, supra.  It was in India that Raju and others fabricated customer invoices to falsely boost 

Satyam’s revenue (Compl. ¶¶ 81-90); forged receipts of deposits and numerous other bank 

documents to conceal the false revenues (id. ¶¶ 91-92); diverted funds to themselves through 

insider trading and paying salaries to “ghost employees” (id. ¶¶ 97-106, 110-112); acquired land 

for the Raju family with the proceeds of the fraud (id. ¶¶ 97-106); prepared the financial 

statements that misrepresented Satyam’s financial condition (id. ¶ 66); and confessed the fraud 

(id. ¶¶ 72-73).  Similarly, it was in India where Satyam’s allegedly misrepresented financial 

statements were audited and where the defendants other than Satyam are alleged to have acted in 

furtherance of the fraud.  (Id. ¶¶ 116-149, 166-170, 217-222, 331, 334, 346, 354.)  Moreover, 

since Satyam is headquartered in India, the former Satyam executives alleged to have been 

involved in the fraud are located in India and the alleged misstatements that form the basis of the 

Complaint emanated from India.   

In Morrison, the Second Circuit refused to find jurisdiction under the conduct test on less 

extreme facts.  547 F.3d at 177.  Morrison involved a Rule 10b-5 claim against a foreign 

defendant, National Australia Bank (“NAB”), whose shares traded on Australian exchanges and 

also on the NYSE.  Id. at 168.  The litigation arose because a United States-based mortgage 

servicer, which was owned by NAB, used inaccurate valuation models that caused NAB to 

overstate its profits.  Id. at 169.  Despite the American servicer’s key role in these misstatements, 

the Second Circuit found that: 
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[t]he actions taken and the actions not taken by NAB in Australia 
were, in our view, significantly more central to the fraud and more 
directly responsible for the harm to investors than the manipulation 
of the numbers in [the United States] . . . [it was] the 
responsibilit[y] of NAB’s Australian corporate headquarters [to] 
report[] to shareholders and the financial community. 

 
Id. at 176.  Here, of course, Raju and other Satyam officers took no acts in the United States in 

furtherance of their scheme.13  See pp. 6-11, supra.   

Nor can plaintiffs satisfy the conduct test simply by pointing to Satyam’s NYSE listing 

and its SEC filings.  (See Compl. ¶ 20.)  The Second Circuit in Morrison did not find such filings 

sufficient, even when added to the other United States-centered facts of that case that are absent 

here.  See 546 F.3d at 176.  As the court explained in Nathan Gordon Trust v. Northgate 

Exploration, Ltd., 148 F.R.D. 105 (S.D.N.Y. 1993), such activity in the United States is merely 

“incidental to the authorship, preparation and dissemination of the allegedly false information.”  

Id. at 108; see also In re Vivendi Universal, S.A. Sec. Litig., No. 02 Civ. 5571, 2004 WL 

2375830, at *3 (S.D.N.Y. Oct. 22, 2004) (“a court may not exercise subject matter jurisdiction if 

the conduct occurring in the United States was secondary to the alleged securities fraud”) (citing 

Europe & Overseas, 147 F.3d at 128-29).   

Plaintiffs allege that in deciding to buy Satyam’s stock, the MPERS Sub-Class relied on 

the efficiency of the Indian markets.  (Compl. ¶¶ 239, 241.)  But this fraud-on-the-market theory 

cannot, as a matter of law, satisfy the causal prong of the conduct test.  In In re Astrazeneca Sec. 

Litig., 559 F. Supp. 2d 453, 466 (S.D.N.Y. 2008),the plaintiffs purchased the defendant 

                                                 
13  In re Vivendi Universal, S.A. Sec. Litig., 381 F. Supp. 2d 158 (S.D.N.Y. 2003), can be readily 

distinguished.  In Vivendi, the Court exercised subject matter jurisdiction over the plaintiffs’ claims because the 
defendant “undertook a scheme to acquire numerous well-known U.S. entertainment and publishing companies,” 
and because officers of the defendant relocated to the United States for half of the class period “to better direct 
corporate operations and more effectively promote misleading perceptions on Wall Street.”  Id. at 169-70.  Again, 
the Complaint does not allege that Satyam engaged in any such US-based conduct here.  
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pharmaceutical company’s shares on a foreign exchange.  The plaintiffs argued that there was 

subject matter jurisdiction over their 10(b) claims because: 

numerous misleading press releases were produced at [defendant] 
AstraZeneca’s headquarters in Delaware; the Annual Business 
Review, at which several alleged misrepresentations occurred, took 
place in Delaware; results of [drug] trials were announced at 
medical conferences in the United States; a misleading Annual 
Report was filed with the SEC; and several meetings with analysts 
and investors were conducted in the United States throughout the 
class period. 
 

Id. at 465.  The Court rejected the plaintiffs’ argument, holding that “in order to demonstrate that 

the fraud ‘directly caused’ plaintiffs’ losses, plaintiffs must have sufficiently alleged that the 

foreign purchasers relied on the United States-based conduct.”  Id. at 466.  The Court also held 

that the plaintiffs could not satisfy this causal prong by arguing for a “global fraud-on-the-

market” presumption because allowing the plaintiffs “to plead reliance in this manner would 

extend the jurisdictional reach of the United States securities laws too far.”  See also id. (“In the 

absence of clear authority in favor of a global fraud-on-the-market theory, this Court declines to 

adopt such a theory”).   

B. The MPERS Sub-Class Cannot Rely On The Effects Test Because It Purchased 
Satyam Shares Exclusively On Indian Exchanges 

1. The Effects Test Does Not Apply To Foreign Transactions 
Such As This One 

The MPERS Sub-Class is on no firmer ground with the effects test, since the MPERS 

Sub-Class purchased an Indian company’s shares on Indian exchanges on an unsolicited basis. 

The effects test was developed “in order to protect domestic investors who purchase 

foreign securities on American exchanges and to protect the domestic securities market from the 

effects of improper foreign transactions in American securities.”  In re Alstom S.A. Sec. Litig., 

406 F. Supp. 2d 346, 368 (S.D.N.Y. 2005) (citing Schoenbaum, 405 F.2d at 206) (emphasis 
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added); accord, e.g., N. S. Fin. Corp. v. Al-Turki, 100 F.3d 1046, 1051 (2d Cir. 1996).  The 

effects test must be applied cautiously since “‘the language of §10(b) . . . is much too 

inconclusive to lead us to believe that Congress meant to impose rules governing conduct 

throughout the world in every instance that an American bought or sold a security.’”  Fidenas 

AG v. Compagnie Internationale Pour L’Informatique CII Honeywell Bull S.A., 606 F.2d 5, 9 (2d 

Cir. 1979) (quoting Leasco Data Processing Equip. Corp. v. Maxwell, 468 F.2d 1326, 1334 (2d 

Cir. 1972)). 

The effects test does not, then, apply to investors who purchase shares in foreign 

companies on foreign exchanges.  Instead, such investors can claim protection of United States 

laws only by satisfying the conduct test.  For example, in Leasco, the Second Circuit expressed 

“serious doubt” whether jurisdiction would ever exist under the effects test over claims arising 

from the purchase of foreign securities abroad.  468 F.2d at 1334.  The plaintiff there was an 

American who sought damages under Section 10(b) arising from its purchase of shares in a 

British corporation on the London Stock Exchange.  The Second Circuit refused to find 

jurisdiction under the effects test, stating that “[w]hen no fraud has been practiced in this country 

and the purchase or sale has not been made here, we would be hard pressed to find justification 

for going beyond [the effects test of] Schoenbaum.”  Id.  Instead, the Court found subject matter 

jurisdiction only under the conduct test because the defendants in Leasco had personally met 

with the plaintiff in the United States and made “abundant” and “substantial” misrepresentations, 

which fraudulently induced the plaintiff into purchasing the foreign securities at issue.  Id. at 

1335, 1337.  This is a logical result, since United States courts cannot export United States 
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securities regulation to purely foreign transactions, but are justified in asserting jurisdiction over 

fraudulent acts that occur within the United States.14  

The Second Circuit later confirmed the “serious doubt” it had expressed in Leasco in 

Bersch v. Drexel Firestone, Inc., 519 F.2d 974, 985 (1975).  While Bersch is often cited for its 

application of the conduct test, the court of appeals also addressed, under the effects test, the 

claims of American investors who purchased foreign securities.  Bersch, 519 F.2d at 991.  The 

court in Bersch held that jurisdiction did not exist under the effects test over the claims of 

American investors who purchased foreign securities abroad relying on the fraudulent 

information that they had been provided there by the issuer.  Id. at 992.  The court of appeals 

reasoned that Congress did not intend the securities laws to protect investors, American or not, 

who entered into foreign transactions in foreign securities relying on fraudulent information 

provided to them in foreign countries.  Id.  Since Bersch, courts in this Circuit have uniformly 

followed its approach.  See In re Yukos Oil Co. Sec. Litig., No. 04 Civ. 5243, 2006 WL 3026024, 

at *11 (S.D.N.Y. Oct. 25, 2006) (refusing to find jurisdiction over the claims of American 

resident who purchased securities abroad because “[plaintiff’s] residence in this country was . . . 

unforeseeable to Defendants”); Euro Trade & Forfaiting, Inc. v. Vowell, No. 00 Civ. 8431, 2002 

WL 500672, at *10 (S.D.N.Y. Mar. 29, 2002) (“[T]here is no suggestion that the intended and/or 

actual victims of the defendants’ alleged fraudulent scheme are American investors”); Interbrew 

S.A. v. Edperbrascan Corp., 23 F. Supp. 2d 425, 430 (S.D.N.Y. 1998) (finding the effects test 

                                                 
14  It appears, in fact, that the conduct test was first espoused in Leasco precisely because the effects test 

does not apply to purchases of securities abroad.  See Morrison, 547 F.3d at 171, n. 5 (“We first applied . . . the 
conduct test in Leasco”); see also Butte Mining PLC v. Smith, 876 F. Supp. 1153, 1163 (D. Mont. 1995), aff’d, 76 
F.3d 287 (9th Cir. 1996) (holding that investors who purchase shares on foreign exchanges may claim protection of 
the United States securities laws “only if the defendants engaged in significant conduct in the United States that 
directly caused the injuries of which the [plaintiffs] complained (i.e. upon a showing of ‘conduct-based’ 
jurisdiction)”) (citing Bersch v. Drexel Firestone, 519 F.2d 974, 992-93 (2d Cir. 1975)). 
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not met because “[United States] investors were neither the intended nor the actual ‘victims’ of 

[the defendant’s] purported scheme to defraud”).15   

The result in Bersch is made even clearer by the Second Circuit’s treatment of another 

group of American plaintiffs, namely, a group of investors who had been solicited in the United 

States to invest abroad.  As to them, the Court of Appeals did indeed find effects-based 

jurisdiction, but only because it also found that plaintiffs had been affirmatively solicited by the 

defendant via “mailing of prospectuses into the United States” and that there was “some 

reliance” on the prospectus in the United States by those American investors.  Bersch, 519 F.2d 

at 991; cf. Consolidated Gold Fields PLC v. Minorco, S.A., 871 F.2d 252, 262 (2d Cir. 1989) 

(effect in the United States “was clearly a direct and foreseeable result of the conduct outside the 

territory of the United States” because American plaintiffs specifically received tender offer 

materials transmitted into the United States by defendants).  Here, of course, MPERS does not 

allege that it purchased shares through a United States solicitation or in reliance upon any 

statements made to them in the United States.  In fact, the Complaint alleges just the opposite: 

that the members of the MPERS Sub-Class purchased their shares in India upon reliance on the 

                                                 
15  Nonetheless, dicta in two decisions suggests that subject matter jurisdiction may exist over the 10(b) 

claims of Americans, no matter where they purchase their shares.  See In re China Life Sec. Litig., No. 04 Civ. 2112, 
2008 WL 4066919, at *9 (S.D.N.Y. Sept. 3, 2008); In re Rhodia S.A. Sec. Litig., 531 F. Supp. 2d 527, 537 & n.5 
(S.D.N.Y. 2007) (accepting the defendants’ concession of jurisdiction over claims of Americans who purchased 
shares abroad).  However, neither decision changes the result here. 

China Life did not involve the question of a United States resident purchasing shares abroad.  In fact, the 
plaintiffs there never made that allegation, so there was no dispute about subject matter jurisdiction over the claims 
of Americans.  See, e.g., Defendants’ Reply Memorandum of Law in Further Support of Defendants’ Motion To 
Dismiss Amended Complaint 18, In re China Life Sec. Litig., No. 04 Civ. 2112 (S.D.N.Y. filed Jan. 27, 2006) 
(docket entry no. 124) (Stewart Decl. Ex. 11) (“the Complaint does not allege that any US citizen or resident . . . 
actually purchased H shares [on the HKSE],” because “although lead plaintiffs . . . purchased H shares, the 
Complaint does not allege them to be U.S. citizens or residents”).   

In Rhodia, the defendants did not contest subject matter jurisdiction over the claims of Americans who 
purchased abroad.  Indeed, none of the named plaintiffs who purchased shares on foreign exchanges were alleged to 
have been United States residents in the first place. 
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“integrity of the market price of Satyam common shares” that traded on the Indian stock 

exchanges.  (Compl. ¶ 242.)16 

Subject matter jurisdiction under the Exchange Act requires much more American 

involvement than is found here.  It makes no difference that Satyam had ADSs listed on an 

American exchange, since the mere fact that securities may trade in the United States is 

insufficient to establish subject matter jurisdiction.  See Morrison, 547 F.3d at 168; Euro Trade 

& Forfaiting, 2002 WL 500672, at *10 (“I am not persuaded, however, that trading on a U.S. 

securities market automatically confers subject matter jurisdiction, particularly in the absence of 

any other U.S. connections”); see also Cornwell v. Credit Suisse Group, No. 08 Civ. 3758, 2009 

WL 3241404, at *13 (S.D.N.Y. Oct. 5, 2009) (holding that jurisdiction did not exist under the 

effects test even over the claims of investors who purchased ADSs on a United States exchange). 

2. The MPERS Sub-Class Affirmatively Chose To Engage In A 
Transaction With No United States Connection 

There is no injustice in denying subject matter jurisdiction to the MPERS Sub-Class’s 

claims because these investors took the extraordinary step of affirmatively avoiding the United 

States securities markets.  MPERS could readily have invested in Satyam by buying its ADSs on 

the New York Stock Exchange; instead, it undertook the cumbersome process of registering as 

an FII in India in order to avail itself of the economic advantage of discounted prices on the 

Indian exchanges.  See pp. 12-13, supra.  That discount was substantial – about 20%.  Id.  

Having willingly gone beyond the reach of United States regulations, MPERS cannot now 

                                                 
16  Similarly, in Burke v. China Aviation Oil (Singapore) Corp. Ltd., 421 F. Supp. 2d 649 (S.D.N.Y. 2005), 

the Court refused to find jurisdiction under the effects test even though an American plaintiff purchased shares in a 
foreign corporation on a United States securities market.  Id. at 653.  In Burke, the defendant China Aviation listed 
its shares on the Singapore and Shanghai exchanges but, without the company’s endorsement, its shares also traded 
in the United States on the Over-the-Counter Bulletin Board (“OTCBB”) and the Pink Sheets.  The plaintiff 
purchased her shares in China Aviation on the OTCBB and relying on this United States purchase, asserted that the 
Court had subject matter jurisdiction over her claims.  However, the Court refused to find subject matter jurisdiction 
because China Aviation had not taken any steps to cause its stocks to be marketed in the United States.  Id. at 652.    
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credibly claim that it is entitled to have its lawsuit adjudicated under the laws meant to protect 

the domestic market it assiduously sought to avoid in the first place.  As sophisticated 

transnational investors, MPERS may and should seek  relief in an Indian court.17  See, e.g., 

DiRienzo v. Philip Servs. Corp., 294 F.3d 21, 33 (2d Cir. 2002) (“[F]ederal securities laws are 

not meant to protect those who purchased their securities abroad”) (internal citations omitted); 

see Carey v. Bayerische Hypo-Und Vereinsbank AG, 370 F.3d 234, 238 (2d Cir. 2004) 

(affirming dismissal of complaint brought by individual plaintiff far less sophisticated than 

MPERS because she had “voluntarily entered into a contract” in a foreign country and it was 

reasonable to expect that related litigation would be conducted there); see also Cortec Corp. v. 

Erste Bank Ber Oesterreichischen Sparkassen AG, 535 F. Supp. 2d 403, 408 (S.D.N.Y. 2008) 

(dismissing individual American plaintiff’s complaint under the analogous context of forum non 

conveniens where “business tort [arose] out of voluntary [foreign] contractual relations”).  Given 

the essential Indian nature of this dispute and the MPERS Sub-Class’ choice and effort to acquire 

shares in India, the Court should not exercise subject matter jurisdiction over the claims of the 

MPERS Sub-Class.  As the Court stated in an analogous context: 

there is little sense to allowing a U.S. citizen to haul a group of 
foreign defendants into a U.S. court on transactions having little or 
nothing to do with this country where there is an available foreign 
forum significantly better suited to handling the litigation in a 
prompt, efficient and effective manner. 

First Union Nat’l Bank v. Paribas, 135 F. Supp. 2d 443, 448 (S.D.N.Y. 2001), aff’d mem. sub 

nom., First Union Nat’l Bank v. Arab African Int’l Bank, 48 F. App’x 801 (2d Cir. 2002).   

 

                                                 
17  Defendant Satyam has stipulated that it would submit to the jurisdiction of Indian courts should these 

claims for relief be brought there instead of the United States.  (Iyappa Decl. ¶ 20.)  Furthermore, plaintiffs are 
entitled to bring claims against Satyam and the other defendants in an Indian court.  (Datar Decl. ¶¶ 23, 30.)  
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C. There Is No Subject Matter Jurisdiction Over The Claims Of The IOS Sub-
Class 

The claims of the IOS Sub-Class stand on even weaker ground.  The IOS Sub-Class 

consists of persons – almost all of whom were Indian residents – who received and exercised 

options to purchase Satyam’s ordinary Indian equity shares.  It is well settled that the Exchange 

Act does not extend to foreign transactions by foreign plaintiffs, unless there has been a showing 

of significant fraudulent conduct in the United States.  Alstom, 406 F. Supp. 2d at 369 (the 

effects test “has no bearing in an action involving the claims of foreign purchasers of a foreign 

company’s securities on foreign exchanges”); Cornwell, 2009 WL 3241404, at *13 (denying 

jurisdiction over claims by foreign residents who purchase securities abroad without a showing 

of significant fraudulent conduct in the United States).  The Complaint alleges no such conduct.   

II. SECTION 10(B) OF THE EXCHANGE ACT DOES NOT CREATE A PRIVATE 
RIGHT OF ACTION FOR ALLEGED LOSSES ARISING FROM THE 
TRANSACTIONS OF THE MPERS AND IOS SUB-CLASSES 

The  Court also should dismiss the claims of the MPERS and the IOS Sub-Classes under 

Rule 12(b)(6) for failure to state a claim upon which relief may be granted.  In cases involving 

transnational fraud, a private plaintiff must demonstrate a direct causal link between his injury 

and the component of the scheme, if any, that occurred in the United States.  This issue of loss 

causation is not a matter of subject matter jurisdiction, but is instead an “essential ingredient[] of 

a federal claim for relief” under section 10(b) of the Exchange Act.  Arbaugh v. Y&H Corp., 546 

U.S. 500, 516, 503 (2006) (“when Congress does not rank a statutory limitation on coverage as 

jurisdictional, courts should treat the restriction as nonjurisdictional in character”).  This is 

consistent with the requirement that a plaintiff must establish a direct causal link between the 

defendant’s violation and injury to himself.  See, e.g., Basic Inc. v. Levinson, 485 U.S. 224, 243 
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(1988) (“reliance is an element of a Rule 10b-5 cause of action” because it “provides the 

requisite causal connection between a defendant’s misrepresentation and a plaintiff’s injury”). 

Here, the Rajus’ alleged fraud was perpetrated entirely within India.  Any loss suffered 

by the MPERS and IOS sub-classes arose out of their transactions in India in Satyam’s ordinary 

Indian shares.  The Complaint does not identify any fraudulent conduct in the United States, 

much less any causal link between any conduct by defendants in the United States and the 

alleged injury.  Because the implied private right of action under Section 10(b) of the Exchange 

Act does not apply to the alleged losses suffered by the MPERS and IOS sub-classes, the Court 

should dismiss the Complaint as to the MPERS and IOS sub-classes for failure to state a claim.   

III. THE COURT SHOULD DISMISS THIS ACTION UNDER THE DOCTRINE OF 
FORUM NON CONVENIENS   

In addition to dismissing the claims of the MPERS Sub-Class and the IOS Sub-Class for 

lack of subject matter jurisdiction and for failure to state a claim, the Court should dismiss the 

Complaint pursuant to the doctrine of forum non conveniens.  Satyam joins the motion to dismiss 

the Complaint on forum non conveniens grounds filed by PricewaterhouseCoopers Pvt. Ltd., 

Price Waterhouse and Lovelock & Lewes.  

CONCLUSION 

For the foregoing reasons, defendant Satyam Computer Services Limited respectfully 

submits that the Court should dismiss the claims of the MPERS and IOS sub-classes for lack of 

subject matter jurisdiction and for failure to state a claim.  Satyam also respectfully submits that 

the Court should dismiss the Complaint in its entirety under the doctrine of forum non 

conveniens.   
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Dated:  New York, New York 
November 9, 2009 

By: /s/ Laura W Sawyer 
Geoffrey S. Stewart 
David L. Carden 
Jayant W. Tambe 
Laura W. Sawyer 
JONES DAY 
222 E. 41st Street 
New York, NY 10017 
(212) 326-3939 
 
Attorneys for Defendant Satyam 
Computer Services Ltd. 
 

 


