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Appedled from: U.S. Didrict Court for the Western Didtrict of Washington.
Judge Zilly

United States Court of Appealsfor the Federal Circuit

97-1010

GENETIC IMPLANT SYSTEMS, INC,,

Plaintiff-Appelant,

V.

CORE-VENT CORPORATION and GERALD A. NIZNICK,

Defendants-Appel lees.

DECIDED: August 19, 1997

Before PLAGER, Circuit Judge, SMITH, Senior Circuit Judge, and LOURIE, Circuit Judge.

LOURIE, Circuit Judge.

Genetic Implant Systems, Inc. gppedls from the decision of the United States Digtrict Court for the Western
Didrict of Washington dismissing its complaint on the ground of lack of persond jurisdiction over defendants
Core-Vent Corporation and Gerald A. Niznick. Genetic Implant Sys., Inc. v. Core- Vent Corp., No.
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C95-0709Z (W.D. Wash. Apr. 23, 1996). Because the district court erred in determining that it lacked
juridiction over Core-Vent, but did not err in determining that it lacked jurisdiction over Niznick, we
reverse-in-part and affirm-in-part.

BACKGROUND

This apped isfrom an action involving U.S. Patent 4,960,381, which issued on October 2, 1990 and claims
denta implants. Niznick isthe sole inventor named on the patent and he assigned the patent to Core-Ver,
which is a Nevada corporation with its principa place of businessin Cdifornia Niznick isthe president, chief
executive officer, sole shareholder, and sole board member of Core-Vent.

Core-Vent directly sold its dental implant products in the state of Washington until the issuance of the ‘381
patent in 1990. In April 1991, it entered into an exclusive worldwide marketing and distribution agreement
with Dentsply Internationd, Inc., a Delaware corporation with its principa place of business in Pennsylvania
Since 1991, Dentsply has made substantid sales of Core-Vent products in Washington, asignificant portion
of which are attributable to products covered by the '381 patent.

Genetic, a Washington corporation, aleges that after the patent issued, Niznick repeatedly and publicly
threatened to sue Genetic and Stanley W. Sapkos, Genetic' s chief executive officer, for infringement. In
1994-95, Core-Vent sent Genetic three |etters accusing it of infringing the ‘381 patent and, in the third | etter,
it refused an offer of settlement by Genetic. Genetic aleges that Core-Vent dso communicated its threats of
infringement to othersin the industry. According to Genetic, these threats have had a detrimental effect on its
ability to market and sdll itsimplants, in that potential customers have refused to purchase the implants due to
fear of litigation. It dso aleges that the thregts successfully discouraged investment in Genetic. Accordingly,
Genetic sued Core-Vent and Niznick on May 5, 1995, in the United States Digtrict Court for the Western
Didrict of Washington, requesting a declaratory judgment of noninfringement and invalidity of the '381 patent.
Core-Vent and Niznick moved to dismiss on the ground of lack of persond jurisdiction.

The didtrict court granted the motion. The court found that Core-Vent's threats of infringement, in view of the
fact that Core-Vent had only a distributorship agreement with an out-of-state company, were insufficient to
edtablish purposeful availlment of the privileges and benefits of the date of Washington. It found thet, even if
Core-Vent's activities did congtitute purposeful availlment, it would be unreasonable to force Core-Vent to
defend itsdf in the state of Washington. The court thus dismissed the action againgt Core-Vent. It dso
dismissed the action againgt Niznick, concluding that, under Washington law, Genetic had not pleaded facts
sufficient to disregard the corporate form in order to assert jurisdiction over Niznick as an individua. Genetic
now appeals to this court. We have jurisdiction pursuant to 28 U.S.C. § 1295(a)(1) (1994).

DISCUSSION

Whether a court has persond jurisdiction over a defendant is a question of law that we review de novo. Viam
Corp. v. lowa Export-Import Trading Co., 84 F.3d 424, 427, 38 USPQ2d 1833, 1834 (Fed. Cir. 1996).

Genetic argues that Core-Vent initiated and maintained sufficient minimum contacts with the state of
Washington to subject itself to persond jurisdiction. Genetic asserts that Core-Vent purposefully directed its
sades and marketing activities to resdents of the state, and that the present declaratory judgment action arises
out of or relates to those activities. Core-Vent responds that it does not maintain contacts with and does not
direct sufficient commerce into Washington to justify assartion of persond jurisdiction over the company. It
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argues that sending cease-and-des ¢t |ettersinto the forum is not sufficient to establish persond jurisdiction. It
assarts that the combination of sales of its products in Washington and the warning letters till do not establish
persond jurisdiction, as the sales occurred prior to issuance of the patent and thus are irrdlevant to a
determination of jurisdiction.

Determining whether jurisdiction exists over an out-of-gtate defendant involves two inquiries. whether aforum
date' s long-arm statute permits service of process and whether assertion of persona jurisdiction violates due
process. See Burger King Corp. v. Rudzewicz, 471 U.S. 462, 471-76 (1985). The relevant provision of the
Washington long-arm statute identifying acts that may subject a defendant to jurisdiction reads asfollows:

4.28.185. Persond service out of state—Acts submitting person to jurisdiction of courts—Saving

(1) Any person, whether or not a citizen or resdent of this state, who in person or through an agent does any
of the actsin this section enumerated, thereby submits said person, and, if an individud, his persond
representative, to the jurisdiction of the courts of this sate asto any cause of action arising from the doing of
any of sad acts.

(8 Thetransaction of any busness within this Sate;

Wash. Rev. Code § 4.28.185 (1996). The scope of the "transaction of any business' criterion set forth in the
datute is co-extensve with the limits of due process. See Quigley v. Spano Crane Sdes & Searv., Inc., 422
P.2d 512, 514 (Wash. 1967); Tyee Consir. Co. v. Dulien Stedl Prods,, Inc., 381 P.2d 245, 251 (Wash.
1963). The focus of theinquiry in this caseis therefore whether assertion of jurisdiction over Core-Ventin
Washington comports with due process. That inquiry involves consderation of three factors: whether the
defendant purposefully directed its activities at resdents of the forum, whether the claim arises out of or
relates to the defendant’ s activities with the forum, and whether assertion of persond jurisdiction is
reasonable and fair. Akro Corp. v. Luker, 45 F.3d 1541, 1545-46, 33 USPQ2d 1505, 1508-09 (Fed. Cir.
1995) (citing Burger King, 471 U.S. at 471- 76).

We agree with Genetic that Core-Vent has had sufficient minimum contacts with the state of Washington. We
have held that sending infringement Ietters, without more activity in aforum date, is not sufficient to satiy the
requirements of due process. Other activities are required in order for a patentee to be subject to persond
juridiction in the forum. Seeid. at 1548-49, 33 USPQ2d at 1511. Here, however, Core-Vent did more
than send cease-and-desist |etters to Genetic in Washington. In particular, it engaged in a program to develop
amarket in Washington, including founding teaching centersin Sesttle staffed by loca periodontists,
developing Washington customer lists through the teaching centers, and advertising in publications distributed
to potentid Washington customers. These pre-1991 activities resulted in subgtantia revenue from sadesin
Washington and contributed to Core-Vent's presence in Washington by producing a customer base in the
date that may result in or enhance future sdles. The fact that they may have occurred before the grant of the
patent isirrdevant since they do show that Core-Vent engaged in substantia activitiesin the date. It is
jurisdiction that is at issue, not liability for patent infringement. In addition, and most significant, snce 1991,
Core-Vent and Niznick have contracted with Dentsply to sell Core-Vent's patented products in Washington.
Dentsply has two sales representatives in Washington and, since 1991, has sold in the State a substantial
dollar amount of Core-Vent products covered by the ‘381 patent.
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We concluded in Akro that infringement letters sent into a forum state accompanied by the grant of alicense
to an in-state competitor doing business in the state were sufficient to judtify assertion of persond jurisdiction
againgt an out-of-state patentee. 1d. The appointment of adistributor to sdll a product covered by a patent is
andogous to agrant of a patent license. Such an action conveys an implied license to the digtributor, thereby
surrendering the patenteg's right to exclude the distributor under the patent. See 35 U.S.C. § 154(a)(1)
(1999) ("Every patent shdl contain . . . agrant to the patentee, his heirs or assigns, of the right to exclude
others from making, using, offering for sde, or sdling the invention throughout the United Staes. . . ."). Inthe
Dentsply agreement Core-Vent gppointed Dentsply as the "exclusive worldwide distributor” of its dentdl
implant products. It granted Dentsply the right to distribute the products, and it agreed not to appoint "any
other person, firm or entity to sell or otherwise distribute” the products, which includes denta implants
covered by the '381 patent.

The agreement contained other provisons smilar to those typically found in a patent license agreement.
Core-Vent agreed to maintain al patents covering the products and it agreed to file and prosecute
gpplications for patents covering new products. Core-Vent aso retained the right to pursue claims for
infringement and it agreed to indemnify Dentsply for ligbility aigng from any third party patent infringement
action related to Dentsply’ s sdle, use, or making of the products. Findly, Core-Vent authorized Dentsply to
use Core-Vent's trademarks in marketing and distributing the products. Accordingly, Core-Vent purposefully
availed itsdf of the facilities of the tate of Washington; moreover, the cause of action is clearly related to or
aisesout of its activities in Washington. Cf. Akro, 45 F.3d at 1548-49, 33 USPQ2d at 1511.

Core-Vent argues nonethel ess that it cannot be subject to persond jurisdiction as aresult of Dentsply's sdes
of its products in Washington because Dentsply is not its agent and is not an in-gate licensee. We do not
agree. Core-Vent's distinction between in-state and out-of-state distributors is not tenable; the fact that
Dentsply is not aWashington corporation is not determinative. Dentsply is present in Washington in the sense
that it promotes and sells Core-Vent's patented products in the state; thus, it is transacting business "in-gtate.”

Core-Vent argues that, athough the first two factors in the persond jurisdiction inquiry may be satisfied,
assertion of jurisdiction over it would not be reasonable and fair. It asserts that a defendant's minimum
contacts may be considered in light of additiond factors to "determine whether the assertion of persona
jurisdiction would comport with ‘fair play and subgtantid justice™ Burger King, 471 U.S. at 476 (quoting
Internationa Shoe Co. v. Washington, 326 U.S. 310, 320 (1945)). "[W]here a defendant who purposefully
has directed his activities at forum residents seeks to defest jurisdiction, he must present a compelling case
that the presence of some other consderations would render jurisdiction unreasonable.” 1d. at 477; see
World-Wide Volkswagen Corp. v. Woodson, 444 U.S. 286, 292 (1980) (listing factors to consider in
determining the reasonableness of assarting jurisdiction over a defendant).

Core-Vent has not shown that requiring it to defend itsalf in Washington would be unreasonable or unfair. It
has not shown, for example, that it would be inconvenient for it to litigate in Washington or that the forum
dtate does not have a sufficient interest in resolving the dispute. See World-Wide Volkswagen, 444 U.S. at
292. Entering into an excludve digtributorship agreement authorizing the distribution of its trademarked and
patented products in Washington is sufficiently analogous to entering into a patent license agreement, which
we have previoudy concluded is a sufficient contact, in combination with cease-and-desist | etters, to comply
with the requirements of due process. See Akro, 45 F.3d at 1548-49, 33 USPQ2d at 1511. Accordingly,
the didrict court erred in dismissng the complaint on the ground of lack of persond jurisdiction over
Core-Vent.
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Gendtic findly argues that the court dso hasjurisdiction over Niznick. It argues that heis not entitled to use
the corporate form to shidd himself from liability. According to Genetic, Niznick acted as an individud when
dedling with Dentsply and when making the tortious accusations againgt Genetic and is therefore subject to
jurisdiction in the gate. Core-Vent responds that the facts dleged by Genetic are insufficient to disregard the
corporate form and subject Niznick to jurisdiction in Washington.

We agree with Core-Vent that Niznick is not subject to persond jurisdiction in Washington. Under
Washington law, a court may disregard the corporate form only if a principa has disregarded the corporate
entity "o that there is such aunity of ownership and interest that the separateness of the corporation has
ceased toexist." Burnsv. Norwesco Marine, Inc., 535 P.2d 860, 863 (Wash. Ct. App. 1975). Thereis
insufficient evidence that Niznick disregarded the corporate form. It is true that he owns and controls
Core-Vent; heisthe president, chief executive officer, and sole owner of the corporation. It isaso true that
the Dentsply agreement was signed by Niznick as president on behdf of Core-Vent and as"Dr. Gerdd
Niznick, Individudly," and that he was expresdy made a party to the agreement. However, those facts done
are insufficient to show that the corporate form was disregarded. It is permissible for one person to be the
sole owner of acorporation. See Grayson v. Nordic Congtr. Co., 599 P.2d 1271, 1274 (Wash. 1979)
(stating thet "a corporation's separate legal identity is not lost merely because al of its stock is held by
members of asingle family or by one person”). It was dso permissible for Dentsply to contract with both the
corporation and Niznick individualy.

A court may disregard the corporate form under Washington law only if the principa persondly participates
in aleged wrongful conduct or approves the conduct. See id. In Grayson, the Supreme Court of Washington
imposed persond ligbility on aprincipd of a corporation based upon hisillegd conduct conssting of a
violation of the Washington Consumer Protection Act. 1d. In comparison, Niznick's dleged wrongful conduct
consgsonly in his participation in the aleged threets of infringement againgt Genetic, directing that the notice
of infringement |etters be sent to Genetic in Washington. Sending cease-and-desist lettersis not illegd
conduct warranting disregard of the corporate form. Accordingly, the district court did not err in determining
that it lacked jurisdiction over Niznick.

We have considered the parties other arguments and find that they are either unpersuasive or unnecessary for
resolution of this apped.

CONCLUSION

The digtrict court erred in holding that it did not have jurisdiction over Core-Vent. Core-Vent has had
aufficient minimum contacts with the state of Washington, and the exercise of jurisdiction over it is reesonable
and fair in light of its exclusve digtributorship agreement with Dentsply. The digtrict court did not err in
determining that it lacked jurisdiction over Niznick. Accordingly, we reverse the judgment of the district court
dismissing Genetic's complaint againgt Core-Vent, affirm its judgment dismissing Genetic's complaint against
Niznick, and remand for further proceedings.

COSTS
Each party shdl bear its own cogts.

AFFIRMED-IN-PART AND REVERSED-IN-PART
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Footnotes
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Genetic Implant Systems, Inc. apped s from the decision of the United States Digtrict Court for the Western
Didrict of Washington dismissing its complaint on the ground of lack of persond jurisdiction over defendants
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Core-Vent Corporation and Gerald A. Niznick. Genetic Implant Sys,, Inc. v. Core- Vent Corp., No.
C95-0709Z (W.D. Wash. Apr. 23, 1996). Because the digtrict court erred in determining that it lacked
jurisdiction over Core-Vent, but did not err in determining that it lacked jurisdiction over Niznick, we
reverse-in-part and affirm-in-part.

BACKGROUND

This apped isfrom an action involving U.S. Patent 4,960,381, which issued on October 2, 1990 and clams
denta implants. Niznick isthe sole inventor named on the patent and he assigned the patent to Core-Vent,
which is a Nevada corporation with its principa place of busnessin Cdifornia Niznick isthe presdent, chief
executive officer, sole shareholder, and sole board member of Core-Vent.

Core-Vent directly sold its denta implant products in the state of Washington until the issuance of the ‘381
patent in 1990. In April 1991, it entered into an exclusive worldwide marketing and distribution agreement
with Dentsply Internationa, Inc., a Delaware corporation with its principa place of business in Pennsylvania.
Since 1991, Dentsply has made substantid sales of Core-Vent products in Washington, a significant portion
of which are attributable to products covered by the ‘381 patent.

Genetic, a Washington corporation, alegesthat after the patent issued, Niznick repeeatedly and publicly
threatened to sue Genetic and Stanley W. Sgpkos, Genetic’s chief executive officer, for infringement. In
1994-95, Core-Vent sent Genetic three letters accusing it of infringing the ‘381 patent and, in the third |etter,
it refused an offer of settlement by Genetic. Genetic alegesthat Core-Vent aso communicated its threets of
infringement to othersin the industry. According to Genetic, these threets have had a detrimentd effect on its
ability to market and sdll itsimplants, in that potential customers have refused to purchase the implants due to
fear of litigation. It dso dleges that the threats successfully discouraged investment in Genetic. Accordingly,
Genetic sued Core-Vent and Niznick on May 5, 1995, in the United States Digtrict Court for the Western
Didrict of Washington, requesting a declaratory judgment of noninfringement and invalidity of the ‘381 patent.
Core-Vent and Niznick moved to dismiss on the ground of lack of persond jurisdiction.

The digtrict court granted the motion. The court found that Core-Vent's threets of infringement, in view of the
fact that Core-Vent had only a distributorship agreement with an out-of-state company, were insufficient to
establish purposeful avallment of the privileges and benefits of the sate of Washington. It found that, even if
Core-Vent's activities did congtitute purposeful availment, it would be unreasonable to force Core-Vent to
defend itsdlf in the state of Washington. The court thus dismissed the action againgt Core-Vent. It dso
dismissed the action againgt Niznick, concluding that, under Washington law, Genetic had not pleaded facts
aufficient to disregard the corporate form in order to assert jurisdiction over Niznick as an individud. Genetic
now appedls to this court. We have jurisdiction pursuant to 28 U.S.C. § 1295(a)(1) (1994).

DISCUSSION

Whether a court has persond jurisdiction over a defendant is a question of law that we review de novo. Viam
Corp. v. lowa Export-Import Trading Co., 84 F.3d 424, 427, 38 USPQ2d 1833, 1834 (Fed. Cir. 1996).

Genetic argues that Core-Vent initiated and maintained sufficient minimum contacts with the state of
Washington to subject itself to persond jurisdiction. Genetic asserts that Core-Vent purposefully directed its
sdes and marketing activities to resdents of the state, and that the present declaratory judgment action arises
out of or relatesto those activities. Core-Vent responds that it does not maintain contacts with and does not
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direct sufficient commerce into Washington to justify assartion of persond jurisdiction over the company. It
argues that sending cease-and-des < letters into the forum is not sufficient to establish persond jurisdiction. It
asserts that the combination of saes of its productsin Washington and the warning letters till do not establish
persond jurisdiction, as the sales occurred prior to issuance of the patent and thus are irrdevant to a
determination of jurisdiction.

Determining whether jurisdiction exists over an out-of-state defendant involves two inquiries: whether aforum
date' s long-arm Statute permits service of process and whether assertion of persond jurisdiction violates due
process. See Burger King Corp. v. Rudzewicz, 471 U.S. 462, 471-76 (1985). The relevant provision of the
Washington long-arm Statute identifying acts that may subject a defendant to jurisdiction reads asfollows:

4.28.185. Persona service out of state—A cts submitting person to jurisdiction of courts—Saving

(1) Any person, whether or not a citizen or resdent of this state, who in person or through an agent does any
of the actsin this section enumerated, thereby submits said person, and, if an individua, his persona
representative, to the jurisdiction of the courts of this Sate as to any cause of action arisng from the doing of
any of sad acts

(&) Thetransaction of any business within this Sate;

Wash. Rev. Code § 4.28.185 (1996). The scope of the "transaction of any business' criterion set forth in the
datute is co-extensive with the limits of due process. See Quigley v. Spano Crane Sdles & Serv., Inc., 422
P.2d 512, 514 (Wash. 1967); Tyee Constr. Co. v. Dulien Stedl Prods,, Inc., 381 P.2d 245, 251 (Wash.
1963). The focus of the inquiry in this case is therefore whether assertion of jurisdiction over Core-Vent in
Washington comports with due process. That inquiry involves consideration of three factors: whether the
defendant purposefully directed its activities at resdents of the forum, whether the clam arises out of or
relates to the defendant’ s activities with the forum, and whether assartion of persond jurisdiction is
reasonable and fair. Akro Corp. v. Luker, 45 F.3d 1541, 1545-46, 33 USPQ2d 1505, 1508-09 (Fed. Cir.
1995) (citing Burger King, 471 U.S. at 471- 76).

We agree with Genetic that Core-Vent has had sufficient minimum contacts with the state of Washington. We
have held that sending infringement letters, without more activity in aforum date, is not sufficient to satisfy the
requirements of due process. Other activities are required in order for a patentee to be subject to persona
jurisdiction in the forum. See id. at 1548-49, 33 USPQ2d at 1511. Here, however, Core-Vent did more
than send cease-and-desist | etters to Genetic in Washington. In particular, it engaged in a program to develop
amarket in Washington, including founding teaching centers in Seettle staffed by locd periodontists,
developing Washington customer ligts through the teaching centers, and advertising in publications distributed
to potentiad Washington customers. These pre-1991 activities resulted in substantia revenue from sdesin
Washington and contributed to Core-Vent's presence in Washington by producing a customer basein the
date that may result in or enhance future sales. The fact that they may have occurred before the grant of the
patent isirrdevant since they do show that Core-Vent engaged in subgtantid activitiesin the date. It is
jurisdiction that is at issue, not ligbility for patent infringement. In addition, and most Sgnificant, snce 1991,
Core-Vent and Niznick have contracted with Dentsply to sell Core-Vent's patented products in Washington.
Dentsply has two sales representatives in Washington and, since 1991, has sold in the state a substantia
dollar amount of Core-Vent products covered by the ‘381 patent.
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We concluded in Akro that infringement letters sent into a forum state accompanied by the grant of alicense
to an in-state competitor doing business in the state were sufficient to judtify assertion of persond jurisdiction
againgt an out-of-state patentee. 1d. The appointment of adistributor to sdll a product covered by a patent is
andogous to agrant of a patent license. Such an action conveys an implied license to the digtributor, thereby
surrendering the patenteg's right to exclude the distributor under the patent. See 35 U.S.C. § 154(a)(1)
(1999) ("Every patent shdl contain . . . agrant to the patentee, his heirs or assigns, of the right to exclude
others from making, using, offering for sde, or sdling the invention throughout the United Staes. . . ."). Inthe
Dentsply agreement Core-Vent gppointed Dentsply as the "exclusive worldwide distributor” of its dentdl
implant products. It granted Dentsply the right to distribute the products, and it agreed not to appoint "any
other person, firm or entity to sell or otherwise distribute” the products, which includes denta implants
covered by the '381 patent.

The agreement contained other provisons smilar to those typically found in a patent license agreement.
Core-Vent agreed to maintain al patents covering the products and it agreed to file and prosecute
gpplications for patents covering new products. Core-Vent aso retained the right to pursue claims for
infringement and it agreed to indemnify Dentsply for ligbility aigng from any third party patent infringement
action related to Dentsply’ s sdle, use, or making of the products. Findly, Core-Vent authorized Dentsply to
use Core-Vent's trademarks in marketing and distributing the products. Accordingly, Core-Vent purposefully
availed itsdf of the facilities of the tate of Washington; moreover, the cause of action is clearly related to or
aisesout of its activities in Washington. Cf. Akro, 45 F.3d at 1548-49, 33 USPQ2d at 1511.

Core-Vent argues nonethel ess that it cannot be subject to persond jurisdiction as aresult of Dentsply's sdes
of its products in Washington because Dentsply is not its agent and is not an in-gate licensee. We do not
agree. Core-Vent's distinction between in-state and out-of-state distributors is not tenable; the fact that
Dentsply is not aWashington corporation is not determinative. Dentsply is present in Washington in the sense
that it promotes and sells Core-Vent's patented products in the state; thus, it is transacting business "in-gtate.”

Core-Vent argues that, athough the first two factors in the persond jurisdiction inquiry may be satisfied,
assertion of jurisdiction over it would not be reasonable and fair. It asserts that a defendant's minimum
contacts may be considered in light of additiond factors to "determine whether the assertion of persona
jurisdiction would comport with ‘fair play and subgtantid justice™ Burger King, 471 U.S. at 476 (quoting
Internationa Shoe Co. v. Washington, 326 U.S. 310, 320 (1945)). "[W]here a defendant who purposefully
has directed his activities at forum residents seeks to defest jurisdiction, he must present a compelling case
that the presence of some other consderations would render jurisdiction unreasonable.” 1d. at 477; see
World-Wide Volkswagen Corp. v. Woodson, 444 U.S. 286, 292 (1980) (listing factors to consider in
determining the reasonableness of assarting jurisdiction over a defendant).

Core-Vent has not shown that requiring it to defend itsalf in Washington would be unreasonable or unfair. It
has not shown, for example, that it would be inconvenient for it to litigate in Washington or that the forum
dtate does not have a sufficient interest in resolving the dispute. See World-Wide Volkswagen, 444 U.S. at
292. Entering into an excludve digtributorship agreement authorizing the distribution of its trademarked and
patented products in Washington is sufficiently analogous to entering into a patent license agreement, which
we have previoudy concluded is a sufficient contact, in combination with cease-and-desist | etters, to comply
with the requirements of due process. See Akro, 45 F.3d at 1548-49, 33 USPQ2d at 1511. Accordingly,
the didrict court erred in dismissng the complaint on the ground of lack of persond jurisdiction over
Core-Vent.

9of 11 2/7/2003 10:48 AM



Genetic Implant v. Core-Vent file://[H:/HOOK ER/fed/970pinions/97-1010.html

Gendtic findly argues that the court dso hasjurisdiction over Niznick. It argues that heis not entitled to use
the corporate form to shidd himself from liability. According to Genetic, Niznick acted as an individud when
dedling with Dentsply and when making the tortious accusations againgt Genetic and is therefore subject to
jurisdiction in the gate. Core-Vent responds that the facts dleged by Genetic are insufficient to disregard the
corporate form and subject Niznick to jurisdiction in Washington.

We agree with Core-Vent that Niznick is not subject to persond jurisdiction in Washington. Under
Washington law, a court may disregard the corporate form only if a principa has disregarded the corporate
entity "o that there is such aunity of ownership and interest that the separateness of the corporation has
ceased toexist." Burnsv. Norwesco Marine, Inc., 535 P.2d 860, 863 (Wash. Ct. App. 1975). Thereis
insufficient evidence that Niznick disregarded the corporate form. It is true that he owns and controls
Core-Vent; heisthe president, chief executive officer, and sole owner of the corporation. It isaso true that
the Dentsply agreement was signed by Niznick as president on behdf of Core-Vent and as"Dr. Gerdd
Niznick, Individudly," and that he was expresdy made a party to the agreement. However, those facts done
are insufficient to show that the corporate form was disregarded. It is permissible for one person to be the
sole owner of acorporation. See Grayson v. Nordic Congtr. Co., 599 P.2d 1271, 1274 (Wash. 1979)
(stating thet "a corporation's separate legal identity is not lost merely because al of its stock is held by
members of asingle family or by one person”). It was dso permissible for Dentsply to contract with both the
corporation and Niznick individualy.

A court may disregard the corporate form under Washington law only if the principa persondly participates
in aleged wrongful conduct or approves the conduct. See id. In Grayson, the Supreme Court of Washington
imposed persond ligbility on aprincipd of a corporation based upon hisillegd conduct conssting of a
violation of the Washington Consumer Protection Act. 1d. In comparison, Niznick's dleged wrongful conduct
consgsonly in his participation in the aleged threets of infringement againgt Genetic, directing that the notice
of infringement |etters be sent to Genetic in Washington. Sending cease-and-desist lettersis not illegd
conduct warranting disregard of the corporate form. Accordingly, the district court did not err in determining
that it lacked jurisdiction over Niznick.

We have considered the parties other arguments and find that they are either unpersuasive or unnecessary for
resolution of this apped.

CONCLUSION

The digtrict court erred in holding that it did not have jurisdiction over Core-Vent. Core-Vent has had
aufficient minimum contacts with the state of Washington, and the exercise of jurisdiction over it is reesonable
and fair in light of its exclusve digtributorship agreement with Dentsply. The digtrict court did not err in
determining that it lacked jurisdiction over Niznick. Accordingly, we reverse the judgment of the district court
dismissing Genetic's complaint againgt Core-Vent, affirm its judgment dismissing Genetic's complaint against
Niznick, and remand for further proceedings.

COSTS
Each party shdl bear its own cogts.

AFFIRMED-IN-PART AND REVERSED-IN-PART
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