Key Tronic

10

11

12

13

14

15

16

17

18

18

20

H
N

Corporation v. Smart Technologies ULC et al

UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF WASHINGTON

KEY TRONIC CORPORATION, a

Washington corporation, No. 2:16CV-0028TOR
Plaintiff, ORDERGRANTING DEFENDANT
STEEL TECHNOLOGIESMOTION
V. TO DISMISS FOR LACK OF

PERSONAL JURISDICTION
SMART TECHNOLOGIES ULC, a
Canadian corporation; et al.,

Defendants.

Doc. 128

BEFORETHE COURT isDefendantSteelTechnologiesle Mexico, S.A.,
deC.V.'s Motion to Dismiss (ECF No. 90). This matter was submitted for
consideration without oral argument. The Court has reviewed the completed
briefing and record and files herein, and is fully informed.

BACKGROUND

Plaintiff Key Tronic Corporation (“Key Tronic”) filed the instant action on
February 1, 2016. ECF No. 1. Inits Third Amended Complaint (ECF No. 54) K
Tronic assertseveral causes of action against Defendant Steel Technologies d
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Mexico, S.A.deC.V. (“Steel Tech Mexic), arising out of a contractual dispute
related to the supply of components to be used in the manufaceleziwbnic
white boards. ECF No. 5 11 138185. Steel TecMexico now moves the
Court to dismiss the claims against it for lack of (1) personal jurisdiction and (2]
service. ECF No. 90. Key Troniequestshe Court deny the motion an the
alternative allow for jurisdictional discovetyECF NO. 105 at 29. For the reason
discussed below, the Co@RANTS Defendant Steel Tech MexicMotion to
Dismiss (ECF No. 90pr lack of personal jurisdictioandDENI ES Plaintiff's
request for jurisdictional discovery.
FACTS!

Steel TechMexico

Steel Tech Mexico is a steel processing company with its principal place
business in Juarez, Mexico. ECF No. 90 alde company was first formed and

incorporated in Mexico in 1987 and has continued to operate its steel processil

1 The facts are construed in a light most favorable to Plaiasffactual
disputes are settled in favor of Plaintiff amacontrovertedllegatians in the
complaintare taken as true; but bare allegations are not accepted as true wher:
pleading is contradicted by affidaviee Mavrix Photo, Inc. v. Brand

Technologies, In¢647 F.3d 1218, 1223 (9th Cir. 2011)
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wholly within the borders of Mexicold. Steel Tech Mexico is a Mexico
corporation based in Mexico with no offices or operations in the United States.
ECF No. 90 at 3. Steel Tech Mexico does not own any real property in
Washington or the United States, it does not emaitgyindividuals in Washington
or the United States, it does not pay Washington or United States income taxe
and it is not registered to do business in either Washington or any other state ii
United States. ECF No. 90 at 4.

Key Tronic— Steel TechMexico Initial Meeting

Key Tronic has operations in both the United States and Mexico. Its Mex

operations are managed by its subsidiary, Key Tronic Juakerd&C.V. (“Key

Tronic Mexico”)? ECF No. 90 at 5. The relationship between Key Tronic Mexi¢

and Steel Tech Mexico arose in 2013 after Key Tronic, the parent corporation,
purchased a manufacturing facility located in Juarez, Mexico from a company
called Sabre Manufacturing 8 RL. de CV. (“Sabre”). Steel Tech Mexico had

a priorbusinesgelationship with Sabre, and through this connection Steel Tech

2 Although Key Tronic, the parent corporation, is distinguished from Key
Tronic Mexico, the subsidiary, the order does not distinguish between the two
beyond thisub-section because the parties did not make the distinction atedr
in any eventthe disinction does not materially affect the remaining analysis.
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Mexico and Key Tronic Mexico entered into business relatioB&F No. 90 at 5.

Before entering into negotiations, both parties reatato a nordisclosure

agreemen(*NDA”) that included a Washington choice of law provision. ECF Np.

105 at 56 (the NDA was to be “construed and interpreted in accordance with th
laws of the State of Washington without regard to its choice of laas.Fyl
Purchase OrderdJnderlying the Dispute
In the fall of 2013, Key Tronic sent an email to Steel Tech Mésiotfice
in Mexico requesting a quote for a new project involving electronic whiteboards
for one of Key Tronits customergthe “SMART Project). ECF No. 90 at 5.
Steel Tech Mexico responded and transmitted a quote via email back to Key
Tronic. Id. Key Tronic issued its first purchase order to Steel Tech Mexico for {
SMART project on December 18, 2013. ECB.N1-3 at 2. In February of 24,

Key Tronic submitted additional purchase orders to Steel Tech Mexico via em3

3 The parties dispute whether Steel Tech Mexico or Key Tronic initially
pursued the relationship, but this is irrelevant as both partiesthgresationship
first arose asa result ofSteel Teb Mexicds prior relationship with Sabre
combined with Key Tronis acquisition of the Sabreanufacturing plant in
Mexico. SeeECF Na. 105 at 5; 118 at 4. As such, this is not a contact with

Washington, regardless of who reached out first.
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which Steel Tech Mexico accepted and began performing in MekCé. No. 90
at 6. From February 2014 until the time Steel Tech Mexico and Key Tronic pat
ways in the middle of 2015, Steel Tech Mexico continued to process the steel
needed for the SMART Project exclusively in Mexidd.

Between July 25, 2013 and July 21, 2015 Key Tronic and Steel Tech issL
at least one hundred and twelve (112) purchase orders, repeligdl and sent
from Key Troni¢s Spokane Valley, Washington offices to representativ8teel
TechMexico's Juarez facilities. ECF No. 105 at 6. Steel Tech would accept ar
confirm receipt of each purchase order by sending an email back to Spokane
Valley, Washington. ECF No. 105 at 6teel Tech would then send invoices to
the specified address in Washioigt ECF No. 105 at 7The purchase orders
included an indemnification provision whereby Steel Tech Mexico was required
indemnifythe Buyer, who was listed as “Barbara S. KowalsBee, e.gEECF No.
91-3. The purchase ordelesignated thahe prodict was to be shipped to
“Keytronic Juarez S.A. DE CV” in Juarez, MexicBee, e.gid.; ECF No. 90 at 6.
Steel Tech Mexico made all such deliveries to this facility in Mexico, and never
sent any steel to Key Tronic in Washington. ECF 90 at 6.

Communkcation betweerKey Tronic and Steel Tech Mexico

Throughout the duration of the SMART Project, Steel Tech Mexico and K

Tronic met in Juarez, Mexico at Steel Tech Me)sdacility for no less than forty

ORDER GRANTING DEFENDANT STEEL TECHNOLOGIES3IOTION TO
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meeting, where the parties discussed various aspects of the SMART Pidject.
at 7. During this time, Key Tronic and Steel Tech executed over 100 contracts
of which were drafted and prepared in Washington State and accepted by retu

communication to Wasihgton State) requiring Steel Tech to provide the steel fol

Key Tronics manufacture of interactive whiteboard products. ECF No. 105 at 2.

In furtherance of these contracts, Steel Temttover 5@ communicationso Key
Tronic in Washington Stateboth from its corporate headquarters located in
Louisville, Kentucky and its manufacturing facilities in Juareexido. ECF No.
105 at 8.

Performance

According to Steel TegliSteel Tech Mexico negotiated its agreement with
Key Tronic in Mexico, performed under its agreement in Mexico, and delivered
goods to a Mexico facility owned by Key TrorficECF No. 90 at 3ECF No. 108
at 28 (Key Tronic purchase order showing “Ship To” address is “Keytronic Juat
S.A. DE CV). Key Tronic does not dispute thitaim, see generalfeCF No.
105,and the purchase orders support the assertion that Steel Tech Mexico
produced and delivered the products entirely in Mexico to a facility in Mexico
SeeECF No. 108 at 28However, according to Key Tronithe “supply
relationship [between Key Tronic and Steel Tech Mexico] was solalyaged

by—and all of Steel Teck’correspondence was directed#¢ey Tronic’s
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corporate offices in Spokane Valley, WashingtoBCF No. 105 at 6.
Unfortunately, issues arose with the fiasid subsequent purchase orders regardit
the quality of the products being deliveradich is the subject matter of the
present suit.SeeECF No. 105 at 8.

Eventsafter Dispute

After issues between Key Tronic and Steel Tech Mexico arose, the partig
agreed to meet to discussme of thessues. ECF No. 90 at ©n two occasions
Steel Tech Mexico sent representatives to Spokane Washington to meet with k
Tronic representatives. ECF No. 105 at 16. Importantly, according to Key ,Tro

Steel Tech Mxicos“breachesf purchase ordemnecessitated [thaeeting] in

Washington to resolve supply issues.” ECF No. 105 at 8 (capitalization altered).

DISCUSSION
A. Personal Jurisdiction
Personajurisdictionis the power of the Court over the pers&E.C. v.
Ross 504 F.3d 1130, 1138 (9th Cir. 2007(‘bersonanjurisdiction, simply
stated, is the power of a court to enter judgment against a persénén
opposing a motion to dismiss for lack of personal jurisdiction under Federal Ru
of Civil Procedure 12(b)(2),the plaintiff bears the burden of establishing that

jurisdiction is propet. Mavrix, 647 F.3d at 122&itation omitted).
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Determination of jurisdiction is reviewete novo Harris Rutsky & Co. Ins. Servs.
v. Bell & Clements Ltd328F.3d 1122, 1128 (9th Cir. 2003).

Where“the defendant’s motion is based on written materials rather than g
evidentiary hearing, the plaintiff need only make a prima facie showing of
jurisdictional facts to withstand the motion to dismissavrix, 647 E3d at 1223

(citation omitted).Under this standard, plaintiff “materials [must] demonstrate

facts which support a finding of jurisdiction in order to avoid a motion to dismiss.

Data Disc, Inc. v. Systems Technology Assesjdnc, 557 F.2d 1280, 1285 (9th
Cir. 1977) (citingU. S Ry. Equip. Co. v. Port Huron & Detroit RR.Co., 495 F.2d
1127, 1128 (7th Cir. 1974); a@ Hare Int| Bank v. Hamptomd37 F.2d 1173,
1176 (7th Cir. 1971))The plaintiff cannot “simply rest on the leaallegations of
its complaint,” but uncontroverted allegations in the complaint must be taken aj
true. Mavrix, 647 F.3d at 122&itation omitted).The courts “may not assume the
truth of allegations in a pleading whiare contradicted by affidavit[,Pata Disg
557 F.2dat 1284 but factual disputes are resolved in the plaistifivor,Pebble
Beach Cov. Caddy453 F.3d1151, 11549th Cir. 2006).Mavrix, 647 F.3d at
1223.

Personal jurisdiction in federal courts is determined by the law of the Sta
in which it sits. Ranza v. Nike, Inc793 F.3d 1059, 1068 (9th Cir. 2015).

Washington state law permits personal jurisdiction over defendants to the full

ORDER GRANTING DEFENDANT STEEL TECHNOLOGIES3IOTION TO
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extent permitted by the Due Process Clause of the United Satssitution.
Shutev. Carnival Cruise Linesl13 Wasd 763, 7667 (1989). Under the Due
Process Clause, a court may exercise personal jurisdiction over a defendant o
where“the defendanthas]certain minimum contacts with the forum state such
that the maintenance tife suit does not offend traditional notions of fair play ang

substantial justicé. Picot v. Weston/80 F.3d 1206, 1211 (9th Cir. 2015) (quoting

Int'l Shoe Cov. Washington326 U.S. 310, 316 (1945)) (internal quotation marks

and brackets omitted).

There are two types @lersonajurisdictiornt general and specificGeneral
jurisdiction requires connections with the fortiso continuous and systematic as
to render the foreign corporation essentially at home in the fState[]” Ranza,
793 F.3d at 169.% Specific jurisdiction, in contrast, will litvhen a case arises
out of or relates to the defendantontacts with the forum.Id. at 1068(internal
guotation marks and brackets omittégiotingHelicopteros Nacionales de
Colombia,S.A. v. Hall466 U.S. 408, 414 n.8 (1984)).

The Ninth Circuit uses the following thrpart test when determining if
specific personal jurisdiction exists:

(1) The norresident defendant must . . . perform some act by which he

purposefully avails himsetff the privilege of conducting activities in the
forum, thereby invoking the benefits and protections of its laws;

4 Generajurisdiction is not at issueSeeECF No. 105 at 13
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(2) the claim must be one which arises out of or relates to the defendant

forum-related activities; and

(3) the exercise of jurisdictiamust comport with fair play and substantial

justice, i.e. it must be reasonable.
Mavrix, 647 F.3d at 122-28 (emphasis in original) The plaintiff has the burden
of proving the first two prongsCollegeSource, Inc. v. AcademyOne, 1663
F.3d 10661076 (9th Cir2011). Once established, the burden shifts to the
defendant to “set forth a ‘compelling casigat the exercise of jurisdiction would
not be reasonable.ld. (quotingBurger King Corp. v. Rudzewicf/1 U.S. 462,
477 (1985))Picot, 780 F.3cat 121112 As discussed below, Key Tronic has not
met its burden in establishing the first prong: purposeful availment.

Purposeful Availment

As the Supreme Court emphasizedHanson v. Denckldijt is essential in
each case that there be samseby which the defendaptirposefully avails itself
of the privilege of conducting activities within the forum State, thus invoking thg
benefits and protections of its law 357 U.S. 235, 2581958)(emphasis added)
The rationale is that a party who “purposely avails itself of the privilege of
conducting activities within the forum state” must disabmit to the burdens of
litigation in that forumas well” Hanson 357 U.S. at 253Burger King,471 U.S.

at 476 Where “the defendamteliberatelyhas engaged in significant activities

within a State . . . or has created continuing obligations between himself and

ORDER GRANTING DEFENDANT STEEL TECHNOLOGIES3IOTION TO
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residents of the forum . . . he manifestly has availed himself of the privilege of
conducting businessehe.” Burger King 471 U.S. at 47¢emphasis added).

The jurisdictional “inquiry is limited to examining contacts that proximatel
result from actions by the defend&minself! Burger King 471 U.S. at 4756
(emphasis original)This is because:

Purposeful availment analysis examines whether the defeadamtacts

with the forum are attributable to his own actions or are solely the actions

the plaintiff. In order to have purposefully availed oneself of conducting

activities in the forum, thdefendant must have performed some type of
affirmative conduct which allows or promotes the transaction of business
within the forum state.
Roth v. Garcia Marque®42 F.2d 617, 621 (9th Cir. 199t)tation omitted) In
other words, the defendastdationship with the state must be analyzed with
regard to the defendasteliberate, purposeful, adfirmative contacts with the
forum itself, not with persons residing theialden v. Fiore134 S.Ct. 1115,
1118 (2014) (citingnt’l Shoe 326 U.Sat319. Stated plainly, “[t]he plaintiff
cannot be the only link between the defendant and the forldn.This limit on
the Courts jurisdiction “ensures that a defendant will not be haled into a
jurisdiction solely as a result of random, fortuitousatbenuated contacts . . . or of

the unilateral activity of another party or a third persdBurger King 471 U.S. at

475 (internal citations and quotation marks omittéeixot, 780 F.3d at 1212

ORDER GRANTING DEFENDANT STEEL TECHNOLOGIES3IOTION TO
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(contacts that are merely “random, fortuitous, or attenuated” are not sufficient f
establishing jurisdiction).

The inquiry is further limited to examiningpntacs thatoccurredprior to
the event causing the litigatioisteel v. United State813 F.2d 1545, 1549 (9th
Cir. 1987);Farmers Ins. Exchange Rortage La Prairie Mut. Ins. Cp907 F.2d
911, 913 (9th Cir. 1990). This is because the Due Process Clause “réuptires
individuals havdair warning that a particular activity may subject them to the
jurisdiction of a foreign sovereighand this “far warning” must arise “when the
events that gave rise to the suit occurreStée] 813 F.2cat 1549(internal
guotation marks and brackets omitted) (quoBugger King,471 U.Sat 472
(quotingShaffer v. Heitne433 U.S. 186, 2181977) (Stevens, Xpncurring)).

For claims sounding in contract, the “purposeful availment” analysis asks
whether a defendant has “purposefully availed himself of the privilege of
conducting activities within the forum State, thus invoking the benefits and
protections ofts laws.” Picat, 780 F.3d at 121@nternal citations and brackets
omitted);Hanson 357 U.S.at 253 see, e.g., WorldVide Volkswagen Corp. v.
Woodson444 U.S. 286, 2961980) (finding no personal jurisdiction in Oklahoma
where defendants “avail[etjemselves of none of the privileges and benefits of
Oklahoma law”). “When a [business from one state] seeks out purchasers in o

states . . . and deals with them by-ofistate agents or by interstate mail and

ORDER GRANTING DEFENDANT STEEL TECHNOLOGIES3IOTION TO
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telephone, [that business] is not eetitko force the customer to come to [its home

state] to defend an action on the contra&dth 942 F.2dat 62122 (original
brackets omitted) (quotinghos. P. Gonzalez Corp. v. Consejo Nacional de
Produccion de Costa Ricg14 F.2d 1247, 1252 (9th Cir980) (quotingnterdyne
Co. v. SYS Computer Corfl Cal.App.3d 508, 510, 107 Cal.Rptr. 499 (1973))).
A mere contractual relationshigith an outof-state partyalone[cannot]
automatically establish sufficient minimum contacts in the other’gangne
forum[.]” Burger King 471 U.Sat 478(emphasis in originglPicot, 780 F.3d at
1212 Moreover, “the fact that a contract envisions one party discharging his
obligations in the forum state cannot, standing alone, justify the exercise of
jurisdictionover another party to the contracPicot, 780 F.3cat1212-13.
Rather, the defendant must have “performed some type of affirmative conduct
which allows or promotes the transaction of business within the forum sg&tter”
v. Johnson911 F.2d 1357, & (9th Cir. 1990)uotingSinatra v. Nat
Enquirer, Inc.,854 F.2d 1191, 1195 (9th Cik988)). “A showing that a defendant
purposefully availed himself of the privilege of doing business in a forum state
typically consists of evidence of the defendamictions in the forum, such as
executing or performing a contract ther&thwarzenegger v. Fred Martin Motor

Co,, 374 F.3d 797, 802 (9th Cir. 2004) (citiHgnson 357 U.S. at 253)

ORDER GRANTING DEFENDANT STEEL TECHNOLOGIES3IOTION TO
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Importantly, personal jurisdiction does not turn on “mechanical tests” or @
“‘conceptualistic . . . theories of the place of contracting or of performance.”
Burger King 471 U.S. at 47dciting Int'l| Shoe326 U.S.at 319; andHoopeston
Canning Co. v. Culler818 U.S. 313, 316 (1948) Rather, the court must follow a
“highly realistic” approach that recognizes that a “contract” is “ordinarily but an
intermediate step serving to tie up prior business negotiations with future
consequences which themselves are the real object of tinessigansaction.1d.
at 479(citation omitted).As a consequencerior negotiations and contemplated
future consequences, along with the terms of the contract and the’ zentiied
course of dealing . . . must be evaluated in determining whethdetbndant
purposefully established minimum contacts within the foruid.”

Moreover “a defendaris transitory presence will support jurisdiction only i
it was meaningful enough tareate a substantial connection with the forum
State” Picot, 780F.3d at 1213 (quotinBurger King,471 U.S. at 476
However, for jurisdiction to attach, Defendants need not halngsicallyenter[ed]
the forum state.”Burger King,471 U.S. at 47Gemphasis original). It is enough if
the nonresident defendant intemially transacted business in the forum state for
court to find sufficient minimum contacts to subject it to personal jurisdiction.

LoganProductions, Inc. v. Optibase, In@03 F.3d49, 53(7th Cir. 1996) see

Burger King,471 U.S. at 476l modern commercial life, “it is an inescapable fag

ORDER GRANTING DEFENDANT STEEL TECHNOLOGIES3IOTION TO
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. .. that a substantial amount of commercial business is transacted solely by m
and wire communications across state lines, thus obviating the need for physig
presencg]”). Which party initiated contact is not determinative of personal
jurisdiction, but determining who “started it” is just “one helpful factor in the
jurisdictional equation.” Logan,103 F.3d at 53 (citation omitted)

Here, there is nothirgor at the most very little-to suggesbteel Tech
Mexico availed itself of therotectionsand benefits of the laws of Washingtas
there appears to be no deliberate conduct on the part of Steel Tech Mexico to
associate itself with Washingtoin opposing Steel Tech Mexi®Motion to
Dismiss (ECF No. 90), Key Tronic points to severabntacts to establish
purposeful availmentSeeECF No. 105 at 148.

Notably, some of the “contacts” on which Key Tronic relies are not
appropriate for this analysis, or at the most do little to establish sufficient conta
between Steel Tech Mexico and Washington. Filtpagh the parties entered
into a NDA governed by Washington law, this “contactiitd germané¢o any
dispute at issue, and is thus not relevant for purposes of specific personal
jurisdiction. Ranza,793 F.3d at 1068ase mustarise out of or relate to”
contacts) Even if relevant, this “contact” with Washington is minimal and merel
incidental to the overall goal of the parties in establishing a supply relationship,

Moreover, thgourchase orders did not designate Washington law as the choice

ORDER GRANTING DEFENDANT STEEL TECHNOLOGIES3IOTION TO
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law, and that is the crux of the dispute, not the NDA. As such, this is distinct fre

Burger King where the contract underlying the suit contained the relevant choi¢

of law provision required a twentyear term relationshigndalsoprovided “that
the franchise relationship is established in [Florida].” 471 U.S. ab86%econd,
Steel Tech Mexic® two visits to Washingterthe onlyphysical presence in
Washingtoralleged—occurredafter the disputat hand aros@.e. breach of
contract and warrantyand isthusnot a contact for purposes of personal
jurisdiction Steel,813 F.2d at 1549; ECF No. 105 at 8 (Key Tronic conceding th
Steel Tech Mexic® “breaches of purchase order necessitated a meeting in
Washington to resolve supply issues.”) (capitalization altered).

Beside these, Key Tronic allegé@e more than (1) nail communication
between Steel Tech Mexico and Key Tronic employees in Washir(@bon,
purchase orders lvgy drafted in Washington and sent to Mexico, and (3) Steel

Tech Mexicds sending invoices to WashingtdorHowever, hese secalled

° Steel Tech Mexico also has a website displaying its capabilities in produgi

steel products, but Key Tronic does po¢senthis as a contact to beonsidered
for personal jurisdictionSeeECF No. 105 at 1-48; www.steeltechnologies.com.
While the existence of a website can be a relevant contact for purposes of
jurisdiction, because the website at issue is merely passive and informatsnal

ORDER GRANTING DEFENDANT STEEL TECHNOLOGIES3IOTION TO
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“contacts” with Washington resulted from Key Trasichoices and conduet
namely,administering the sales and billing of Key Tronic Mexito
Washingtor—rather than a deliberate choice on the part of Steel Tech Mexico.
Burger King 471 U.S. at 47%defendant must “deliberately” engage in conjluct
As a result, any contacts between Steel Tech Mexico and the state of Washing
were merelyrandom, fortuitous, [and] attenuated” and arose only because of K|
Tronic' s “unilateral activity” in choosing to administer the billing and sales from

Washington, rathehan Mexico, where the product is deliverd&lrger King 471

U.S. at475(internal citations and quotation marks omitted). Moreover, ordinarily

“use of the mails, telephone, or other international communications simply do 1

compared to interactivethis potential “contacttarries little, if any, weight, as
the website is not “aimed” at WashingtadBee Pebble Beach53 F.3d at 1156.
After all, the website does not directly sell any products, although potential
customers can submit a request for a quote for prodlectdMoreover, there is no
allegation that the dispute has anything to do with the website, so this is not
relevant for purposes of specific personal jurisdictiBlanza,793 F.3d at 1068
(the case musarise[] out of or relate[] to the defendamtontactsvith the

forum.”).
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qualify as purposeful activity invoking the benefits and protection of the forum
state.” Roth 942 F.2d at 622 (brackets and citation omitted).

Finally, Key Tronic points to the terms of the purchase ordspecifically
the requirement that Steel Tech Mexico must indemnify the “buyer.” ECF No. ]
at 17. Although Key Tronic takes the next step and claims Steel Tech Mexico
“agreed to indemnify 8Vashington corporation,” this is not necessarily the case.
The “buyer” on the purchase order is listed as “Barbara S. Kowalski.”
Presumably, Ms. Kowalski is acting in her representative capacity for Key Tron
but it is unclear whether she is acting@half of the parent or subsidiary
company. Either way, this supposed “contact” is not a result of any intended a
on Steel Tech Mexics part, and this contact with Washington is merely incident

to the overall relationship, at best. After all, the initial interest between thespart

revolved around the purchase of a manufacturing plant in Mexico, and only late

did Key Tronic send a purchase order in which it chose who to designate as th
buyer.
These “contacts” are similar to thatRicotto the exentboth“grew

incidentally out of broader efforts” to perform under the respective agreements

780 F.3d at 1213. However, the “contacts” alleged here do not even rise to the

level found inPicot, as Steel Tech Mexit®travel to Mexico is not a “contédo

be considered, in contrastRicot, and all performance was undertaken in Mexica

ORDER GRANTING DEFENDANT STEEL TECHNOLOGIES3IOTION TO
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Id.; see alsdMicGlinchy v. Shell Chem. C&45 F.2d 802, 816 (9th Cir. 1988)
(finding no purposeful availment, despite the contract being signed in the forun
state pecause (1) the contract was negotiated. the substance of the
relationship was formed-outside the forum state, (2Zhe contractmade no
reference to the forum state, (3) no agents of the defendant performed or exec
any portion of the contract ihé forum state, and (4) the defendants visit to the
forum state wasnly a result of plaintiffs invitation). On the other hand, the facts
presented are distinct froRothin that most of the performaneef not all—takes
place in Mexicaather than Washington. 942 F.2d at 62Bdfuture
consequencésf the contract heavily impacted the forum stakere*most of the
work . . . would have been performed.”

Importantly,Mexico was the gravitas okearly every aspect of Steel Tech
Mexico's involvement with Key Tronic. Steel Tech Mexico and Key Tronic first
became acquainted with each other as a result of Key Tronic purchasing a
manufacturing facility located in Mexico from a company whom Steel Tech
Mexico had previous business relatio®SCF No 105 at 5Before any purchase
orders were filled, Key Tronic inspected Steel Tech Mésitacility located in
Mexico. ECF No. 105 at 5. Further, numerous meetings between the compan
were held in Mexicd@over forty, although some are not relevant because they toq

place after the dispute argsand the only two visits to Washington by Steel Tech
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Mexico occurred after the present dispute arose, and is thus not appropriate fo
consideration.Steel813 F.2d at 154 CF Na. 90 at 7,105 at 8 Moreover, &
purchase orders were filled by Steel Tech Mexico delivering the product to Key
Tronic Mexicds facility in Juarez.See, e.gEECF No. 913. As such, at no point
did Steel Tech Mexico deliver any product to Key Tronic in WashingEDE No.

118 at 11.Finally, Steel Tech Mexics alleged breach occurred entirely in

Mexico, where it allegedly failed to produce the relevant products to Key Tsoni¢

standardsld. As aresult, the future consequenadgthe contract were entirely in
Mexico—i.e. the “real object” of the agreement was production and delivery of
products in Mexico Burger King 471U.S. at 478.Under these facts, the contract
does not have “aubstantialconnection with that State.fd. at 479 (emphasis
original) (citing Mcgee v. It Life Ins. Co, 355 U.S. 220, 223 (1957)).

The reality of the relationship shows Steel Tech Mexico wanted to contin
the business it had with Sabre before Key Tronic purchasehtire
manufacturindgacility. This facility was in Mexico Steel Tech Mexico did not
reach out to Key Tronic before it bought the Mexico facilBteel Tech Mexics
connectiosg to Washington are tenuoasbest, as alommunications to which
Key Tronic pointghatrelate to Washington were administrative ature, whereas
the initial interactioninspectionperformance, delivery, and alleged breach all

arose in Mexico.
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Key Tronics position would allow a company to delegate its administrativ

functions to a subsidiary or parent located state of it€hoiceand thereby
manufacture personal jurisdiction over its business pafiies is akin to creating
personal jurisdiction by looking to the Plaintgfactivities, and would mistakenly
allow the“plaintiff's contacts with the defendant and forumreelthe
jurisdictional analysis.”"Walden 134 S.Ctat1125;Picot, 780 F.3d at 1213This

is the exactoncernwarned ofin Roth

When a [business from one state] seeks out purchasers in other states .

deals with them by otaf-state agents day interstate mail and telephone,

[that business] is not entitled to force the customer to come to [its home

state] to déend an action on the contract.

Roth 942 F.2dat 62122 (citations and original brackets omitted).

In sum,Steel Tech Mexictnas not purposefully availed itself the laws
and protections of the State of Washingtas Steel Tech Mexit®conduct was
not directed toward Washingt@mdthe only contagwith Washington was a
result of Key Tronits choice to delegate the administratiwections to its office
in Washington Steel Tech Mexic® connection with Washington, at most, was
merelyincidental to its interest in producing and delivering steel in MexXide
remaining issues regarding jurisdiction are moot, as Key Tronic has failed to
establish the first prong required for personal jurisdiction.

I
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B. Jurisdictional Discovery

Plaintiff Key Tronic requests, in the alternative to denying the motion to
dismiss, the opportunity to perform jurisdictional discovery concerning Stebl Te
Mexico's contacts with Washington State. ECF No. 105 at 29.

Jurisdictional discovery is not explicitly discussed in the Federal Rules of
Civil Procedure, but is rather a judicial creatiosdshon theéoroadprinciples of
discovery and the couttsnherent power to éablish their own jurisdiction S.1.
Strong,Jurisdictional Discovery in United States Federal Cousts Wash. & Lee
L. Rev. 489, 497 (201Qkiting Gen. Indus. Co. v. Birmingham Sound
Reproducers, Ltd26 F.R.D. 559, 561 (E.D.N.Y.961) (announcing that the court
has jurisdiction to determine its own jurisdictjpn®If the pleadings and other
submitted materials raise issues of credibility or disputed questions of fact with
regard to jurisdiction, the district court has the discretion to take evidence at a
preliminary hearing in order to resolve the contested issu@atd Dis¢ 557 F.2d
at 1285(citing 5 C. Wright & A. Miller, Federal Practice and Procedure s 1373, i
pp. 71415 (1969); and 4 J. Moore, Federal Practice s 26.5&8(f) 26190
(1976)). In other words, “[d]iscovery may be appropriately granted where
pertinent facts bearing on the question of jurisdiction are controverted or wherg
more satisfactory showing of the facts is necessapschetto v. Hansing39

F.3d 1011, 1020 (9th Cir. 2008) (citii@ata Disg 557 F.2d at 1285 n (titing
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Wells Fargo & Co. v. Wells Fargo Express Csb6 F.2d 406, 430 n.24 (9th Cir.
1977))). “Because jurisdictional discovery takes place prior to a determination {
the courtactually has jurisdiction over this dispute and this defendant, it is
particularly important to avoid imposing undue burdens on a party who may no
even be subject to the cowrpower.” 67 Wash. & Lee L. Rev. at 492.

A grant or denial of jurisdictionaliscovery is reviewed for abuse of
discretion. Harris Rutsky 328 F.3d at 1135. The district cdsrtefusal to provide
such discovery, “will not be reversed except upon the clearest showing that de
of discovery results in actual and substantial prejudice to the complaining litiga

Boschettp539 F.3d at 1020Courts do not abuse their discretion in denying a

request for jurisdictional discovery where neither the complaint nor any support

affidavit allege(material)factsthat need additional support requiring discovery
Sead.; see alsdButchefs Union Local No. 498 v. SDC Inv., In¢88 F.2d 535,
540 (9th Cir.1986) (holding that district court did not abuse its discretion by
refusing jurisdictional discovery where the plainti§sateonly that they ‘believe
thatdiscovery will enable them to demonstrate sufficient California business
contacts to establish the cdsrpersonal jurisdictior)” On the other hand,
denying a request for jurisdictional discovery is an abuse of discretiere
discovery on an issue raised in the pleadings “might well demonstrate facts

sufficient to constitute a basis for jurisdictiorSee Harris Rutsky328 F.3dat
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1135(abuse of discretion to deny request for discovery to determine whether th
alter egoor agency test are met).

Here, the facts as discussed are taken in the light most favorable to Key
Tronic, andeven under this lens, the issues underlying the Motion to Dismiss ar
disposed of completely, without anged of additional discoverMoreower, it is
not clear howadditional discovery on arfactualissue raised could have any
bearing on the outcome of the MotitmDismiss(ECF No. 90) Indeed Key
Tronic should have access to any information it may want to seek, as the only
informationrelevant forspecific personglrisdiction would necessarily relate to
the underlying dispute at issud/hile discovery may lead to evidence Steel Tech
Mexico has other contacts with Washington, these contacts would not be relev
for specific personal jurisdiction in the matter before the CdCetly Tronic has
not attempted to state what information could be gdiroed discovery and the
Court does not see abgnefit in allowing such, as the facts are sufficieakbar
cutto decide the issue of @amnal jurisdiction.

It is not the case that the “record is simply not sufficient[]” to determine ar
material issue underlying specific personal jurisdiction over Steel Tech Mexico
Harris Rutsky 328 F.3dat 1135 Key Tronics allegations areelatively
numeroussupported by adequate evidence and, in the main, are naiveted

by Steel Tech Mexico. Rather, Steel Tech Mexico mostly accepts Key &onic
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allegationsastrue, but disagrees as to the legal conclusion. In this situation,
allowingjurisdictional discovery is not proper
ACCORDINGLY, IT ISHEREBY ORDERED:

1. Defendan Motion to Dismiss(ECF No0.90) is GRANTED.

2. Plaintiff's Request for Jurisdictional DiscovéBCF No. 108)s

DENIED.

The District Court Executive is directed to enter thrsler and furnish
copies to counsel

DATED Decembelb, 2016

2

" THOMAS O. RICE
ChiefUnited States District Judge
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