IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

SPECI ALTY RI NG PRODUCTS, INC. : CVIL ACTI ON
V. :

VHF, I NC. AND :

WEST COAST- ACCUDYNE, | NC. : NO. 01-2683

VEMORANDUM

Padova, J. Novemnber , 2001

Plaintiff, a manufacturer of specialty rings for
aircraft, has brought this action against IMHF, Inc. (“MHF’) and
West Coast - Accudyne (“WCA”) for breach of contract and breach of
the inplied warranties of nerchantability and fitness for a
particul ar purpose, arising out of its purchase of a radial ring
roll er designed by MHF and manufactured by WCA. Before the Court
is Defendants’ Motion to Dism ss pursuant to Federal Rule of Gvil
Procedure 12(b)(2) for |ack of personal jurisdiction. For the
reasons which follow, the Mdtion is denied.
| . BACKGROUND

The Conplaint alleges the follow ng facts. Specialty
Ri ng Products, Inc. (“Specialty Ring”), a Pennsyl vani a corporati on,
ordered engi neering plans for an automated ring roller fromMVHF, a
California corporation with its principal place of business in
California, on July 10, 1998. On January 19, 1999, MHF presented
Specialty Ring with a proposal for the manufacturing of the ring
roll er based upon the plans it had previously provided to Specialty

Ri ng. Bet ween January 19, 1999 and March 24, 1999, MHF advi sed



Specialty Ring that WA, a California corporation with its
princi pal place of business in California, would manufacture the
ring roller based on MHF' s design. On March 24, 1999, Specialty
Ring i ssued a purchase order for the purchase of the ring roller
accepting VHF s January 19, 1999 proposal, for delivery within nine
nmont hs. On May 10, 2000, Speciality Ring was infornmed that the
ring roller was conpleted and ready for testing. Specialty Ring
sent three enployees to WCA's California facility to inspect the
ring roller which could not properly forge rings. After
unsuccessfully trying to fix the ring roller, WCA cl ai ned that the
problemwas with the test site and suggested that the ring roller
be shipped to Specialty Rng's facility in Bucks County,
Pennsyl vania. Specialty Ring received the ring roller on Septenber
6, 2000. It still did not work properly. WCA sent enployees to
Specialty Ring’s Bucks County facility torepair theringroller in
Cct ober 2000, Decenber 2000, January 2001 and March 2001 w t hout
success.
1. LEGAL STANDARD

Pursuant to Federal Rule of Cvil Procedure 4(e), a
federal court may exerci se personal jurisdiction over a nonresident
of the state in which the court sits to the extent authorized by

the law of that state. Pennzoil Prods. Co. v. Colelli & Assocs.

149 F. 3d 197, 200 (3d Cir. 1998) (citation omtted); Fed. R Civ.

P. 4(e). Pennsylvania’ s long arm statute authorizes exercise of



jurisdiction over a nonresident person “to the fullest extent
al | oned under the Constitution of the United States.” 42 Pa. Cons.

Stat. Ann. 8 5322(b) (West Supp. 2000); Pennzoil, 149 F.3d at 200.

In evaluating whether an exercise of personal jurisdiction is
constitutional, a court first determ nes whether the defendant’s
contacts with the forum state are sufficient to support genera

personal jurisdiction. Pennzoil, 149 F.3d at 200. Cener al

jurisdiction exists where a nonresident’s contacts with the forum
are “continuous and substantial,” and permts the court to exercise
jurisdiction “regardl ess of whether the subject nmatter of the cause
of action has any connection to the forum” |d.

In the absence of general jurisdiction, a court |ooks to
whet her the requirenents of specific personal jurisdictionare net.
Specific jurisdiction exists where the plaintiff’s claim “is
related to or arises out of the defendant’s contacts wth the
forum” |d. at 201 (citations omtted). The analysis of specific
jurisdiction involves two inquiries, the first mandatory and the
second discretionary: (1) whether the defendant had m ninmum
contacts with the forum such that it would have “reasonably

anticipate[d] being haled into court there,” id. (quoting Wrld-

W de Vol kswagen Corp. v. Wodson, 444 U.S. 286, 297 (1980)); and

(2) whether “the assertion of personal jurisdiction would conport
with ‘fair play and substantial justice.’”” 1d. (citations omtted).

Al though the latter standard is discretionary, the Third G rcuit



Court of Appeals has “generally chosen to engage in this second
tier of analysis in determning questions of per sonal
jurisdiction.” |d.

“Afinding of mninmmcontacts demands the denonstrati on
of ‘sone act by which the defendant purposely avail[ed] itself of
the privilege of conducting business within the forum State, thus
i nvoking the protection and benefits of its laws.’” [d. at 203
(citations omtted). The court also takes into account “the
relati onship anong the forum the defendant and the litigation.”

Mel |l on Bank (East) PSES, Nat'l Ass’n v. Farino, 960 F.2d 1217, 1221

(3d Gr. 1992) (quoting Shaffer v. Heitner, 433 U S. 186, 204

(1977)). The Suprene Court has provided guidance in analyzing

m ni mrum contacts in a contract natter

[With respect to interstate contractua
obl i gati ons, we have enphasi zed that parties
who ‘reach out beyond one state and create
continuing relationships and obligations with
citizens of another state’ are subject to
regul ation and sanctions in the other State
for the consequences of their activities . . .

[Where the defendant ‘deliberately’” has
engaged in significant activity wthin a
State, or has created ‘continuing obligations’
bet ween hinself and residents of the forum he
mani festly has availed hinself of the
privilege of conducting business there, and
because his activities are shielded by ‘the
benefits and protections’ of the forumis |aw
it is presunptively not wunreasonable to
require him to submt to the burdens of
l[itigation in that forumas well.

Id. at 1222 (quoting Burger King Corp. v. Rudzewi cz, 471 U S. 462,

475-76 (1985) (citations omtted). The plaintiff bears the burden
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of comng forward with facts sufficient to establish the existence
of m nimum contacts. Id. at 1223.

To evaluate the “fair play and substantial justice” prong
of the standard for specific personal jurisdiction, acourt applies
the followng “fairness factors”: “the burden on the defendant,
the forum State’'s interest in adjudicating the dispute, the
plaintiff’s interest in obtaining convenient and effective relief,
the interstate judicial systenis interest in obtaining the nost
efficient resolution of controversies, and the shared interest of
the several States in furthering fundanmental substantive socia

policies.” Pennzoil, 149 F.3d at 205-206 (citations omtted). At
this point in the analysis, the defendant carries the burden. See
Farina, 960 F.2d at 1226 (“[Once the plaintiff has nade a prinma
facie case for jurisdiction based upon m ni numcontacts, the burden

falls upon the defendant to showthat the assertion of jurisdiction

is unconstitutional. This burden is nmet when the defendant

denonstrates to the court that factors are present that nmake the
exercise of jurisdiction unreasonable.”) (enphasis in original).
111. DI SCUSSI ON

Def endants nove to dismss on the basis that they are
California corporations which do not regularly do business in
Pennsyl vani a and do not have sufficient contacts with Pennsyl vani a
to be haled into court here. Although Plaintiff has the burden of

making a prina facie case that personal jurisdiction over both



Def endants is appropriate in Pennsylvania, Plaintiff has not
submtted its own affidavits in support of jurisdiction and relies
on the affidavits submtted by the Presidents of both Defendants.

Melvin H  Francey, President of M, stated in his
affidavit that, at Plaintiff’s request, WMHF submtted a prelimnary
design for the ring roller to Plaintiff in Pennsylvania by phone
and fax and in personto Plaintiff’s representative who traveled to
California. (Francey Aff. 9§ 4.) Plaintiff then submtted a
purchase order to MHF for the prelimnary engineering for the ring
roller. (Francey Aff. 9 5.) Francey visited Plaintiff’s
Pennsyl vania facility at Plaintiff’'s request prior to Plaintiff
ordering the ring roller. (Francey Aff. at § 7.) Francey also
traveled to Plaintiff’'s Pennsylvania Facility wth George
Schof hauser and Bruce Rei chenfel d of West Coast Accudyne to conduct
a design review neeting. (Francey Aff.f 8.) MHF has never owned,
used or possessed real property in Pennsylvania and has had only
sporadi ¢ business contacts wth Pennsylvania over the |[ast
seventeen years. (Francey Aff. § 11-13.)

Ceorge F. Schof hauser, President of WA, stated in his
affidavit that WCA manufactured the ring roller for Plaintiff in
its facility in California. (Schof hauser Aff. at 9§ 8.) WCA
subnmitted a proposal to Plaintiff based upon the designs drafted by
WVHF. (Schof hauser Aff. at § 5.) Plaintiff then issued a purchase

order to WCA to nmanufacture the ring roller in California in



accordance wwth MHF' s design. (Schofhauser Aff. at 1 6.) After
the purchase order was issued, Schofhauser, Bruce Reichenfeld,
Engi neeri ng Manager of WCA, and Francey, traveled to Plaintiff’s
Bucks County facility for a design review neeting where they
di scussed the location of the ring roller, the location of its
control panel, and the foundation of Plaintiff’'s facility, and
revi ewed t he desi gn of the machi ne. (Schofhauser Aff. § 7.) After
the ring roller was manufactured, representatives of Plaintiff
traveled to WCA's California facility to inspect it. (Schofhauser
Aif. 1 9.) The ring roller was then disassenbled for shipnment to
Pennsyl vani a; Plaintiff was responsi bl e for shipnment and reassenbly
at the instruction of WCA (Schof hauser Aff. ¢ 10-11.) After
Plaintiff reassenbled the ring roller, Bruce Reichenfeld travel ed
to Pennsylvania to check the reassenbly and provide training.
(Schof hauser Aff. ¢ 11.) WCA subsequently had mail and tel ephone
contacts with Plaintiff concerning problens with the operation of
thering roller. (Schofhauser Aff. § 12.) Arepresentative of WCA
then made three separate tripsto Plaintiff’s Pennsylvania facility
to make alterations to the ring roller. (Schofhauser Aff. § 12.)
WCA has never owned, used or possessed real property in
Pennsyl vania and has had only sporadic commercial contacts with
Pennsyl vania in the past. (Schofhauser Aff.  14-17.)

A General Jurisdiction




Def endants argue that their overall contacts wth
Pennsyl vania are neither continuous nor systematic and do not
subject them to general jurisdiction in this Comonwealth.
Plaintiff does not argue that this Court has general personal
jurisdiction over either Defendant. The Court finds that
Def endants’ contacts with this Comonwealth are not sufficiently
conti nuous or systematic to subject themto general jurisdiction
her e.

B. Speci fic Jurisdiction

The Third Crcuit Court of Appeals recently di scussed the
relevant inquiry to be made with regard to personal jurisdictionin

a contract case in General Elec. Co. v. Deutz AG No. 00-2387, 2001

WL 1338312, at *2 (3d Gr. Cct. 31, 2001)(citations omtted):

In contract cases, courts should inquire
whet her the defendant’s contacts wth the
forum were instrunental in either t he
formation of the contract or its breach.
Parties who reach out beyond [their] state and
create conti nui ng rel ati onships and
obligations wwth citizens of another state are
subject to the regulations of their activity
in that undertaking. Courts are not reluctant
to find personal jurisdiction in such
i nst ances. [Modern transportation and
conmuni cations have nmade it much | ess
burdensone for a party sued to defend hinself
in a State where he engages in economc
activity.

Def endant s argue that they are not subject to specific jurisdiction
because Plaintiff initiated the contracts with both Defendants.

However, “it is not significant that one or the other party



initiated the relationship.” 1d. at *3. Defendants also stress
that they were not physically present in Pennsylvania during
contract negotiations and that they only made a few visits to
Pennsyl vania with respect to the ring roller. However, it is not
necessary that the contract be negotiated by persons who are
physically located in Pennsylvania for there to be specific
jurisdiction in this Commonweal th: “actual presence during pre-
contractual negotiations, performance, and resolution of post-
contract difficultiesis generally factored into the jurisdictional
determ nati on. In nodern commercial business arrangenents,
however, communication by electronic facilities, rather than
physi cal presence, is the rule. Where these types of long-term
rel ati onshi ps have been established, actual territorial presence
becones |l ess determnative.” 1d. (citations omtted).

Both MHF and WCA have had sufficient contacts wth
Pennsylvania with regard to the subject matter of the Conpl aint
that they should have “reasonably anticipate[d] being haled into

court” here. Wrld-Wde Vol kswagen Corp. v. Wodson, 444 U. S. 286,

297 (1980). Both Defendants entered into contracts with a
Pennsyl vania corporation which would ent ai | an ongoi ng
relationship. Cottman Transmi ssion Sys., Inc. V. Mller, No.CGv. A

00-cv-3283, 2000 W 1277928, at *4 (E.D. Pa. Sept. 7, 2000)
(“Al'though nmerely entering into a contract with a Pennsylvania

resident is generally an insufficient basis upon which to assert



personal jurisdiction, personal jurisdiction may be established
where the defendant deliberately engaged in a course of conduct
designed to cultivate an ongoing relationshipwth the plaintiff.”)
(citations omtted). WMHF negotiated its contract with Plaintiff
el ectronically through Pennsylvania and its President nmade two
trips here as part of its performance of its contractual
relationship wth Plaintiff. WCA also had electronic
communi cations with Plaintiff in Pennsylvania and its President
and Engi neering Manager visited Plaintiff’s Pennsylvania facility
as part of WCA's performance of its contractual relationship with
Plaintiff. Mreover, WCA's travels to Pennsylvania to repair the
ring roller may be considered in this analysis, even if those
visits were not contenplated when the parties entered into their

contract. Cottman Transm ssion, 2000 W. 1277928, at *3 (“Courts

may al so consider contacts that occur after the contract has been
executed and after a contractual dispute has arisen.”).

Once Plaintiff has established the requisite mninum
contacts between Defendants and the Conmmonweal t h, Defendants have
the burden to show that the assertion of personal jurisdiction
woul d not conport with the notions of “fair play and substanti al

justice.” Sundance Rehab. Corp. v. Senior Living Prop., LLC

No. Civ. A 00-5217, 2001 W. 683766, at *2 (E.D. Pa. June 14, 2001).
Def endants did not subnmt any evidence with their Mtion or

Menor andumof Lawthat the assertion of personal jurisdiction would
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be unreasonable.! Plaintiff certainly has an interest in obtaining
conveni ent and effective relief and Pennsyl vania has an interest in
providing redress for a contractual breach inflicted on its

citizen. Cottnman Transm ssion, 2000 W. 1277928 at * 5. Therefore,

the Court concludes that the fairness factors support the exercise
of personal jurisdiction in this case.

An appropriate Order follows.

'Def endants faxed to the Court a courtesy copy of a Mtion for
Leave to File a Reply Brief. The original of said Mdtion was never
filed wwth the Cerk and, therefore, Defendants’ proposed Reply
Brief, and its argunent that the assertion of personal jurisdiction
over Defendants would be unreasonable, cannot be considered in
connection with the Motion to Dism ss. However, even if the Court
coul d consider the material presented in Defendants’ Reply Brief,
the evidence does not denonstrate that Defendants would be
unusual | y burdened by having to litigate this matter here or that
the exercise of personal jurisdiction would otherwse be
unr easonabl e.
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IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

SPECI ALTY RI NG PRODUCTS, INC. : CVIL ACTI ON
V. :

VHF, I NC. AND :
WEST COAST- ACCUDYNE, | NC. : NO. 01-2683

ORDER
AND NOW this day of Novenber, 2001, in consideration
of Defendants’ Mdtion to Dismss (Docket No. 2) and Plaintiff’s
response thereto, IT IS HEREBY ORDERED that the Mtion to Dismss

i s DEN ED.

BY THE COURT:

John R Padova, J.



