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Plaintiffs ("Ross-Sinons") seek damages for all eged breach
of contract and related clainms arising out of a 1992 agreenent.
Two notions by defendant ("Baccarat") are now before the Court:
a notion for summary judgnent as to all counts of plaintiffs
Amended Conplaint and a notion to dismiss, or in the alternative,
to strike plaintiffs' clainms for punitive damages and Count VI of
t he Arended Conplaint. For the reasons stated bel ow, defendant's
notion for summary judgnent is denied, defendant's notion to
dismss plaintiffs' clains for punitive danmages is granted in
part, and defendant's notion to dism ss Count VI of the Amended
Conmpl aint is granted.

BACKGROUND

Plaintiffs are retailers of jewelry, tableware, giftware,
crystal, and simlar itenms with stores in Rhode Island, North
Carolina, and Georgia. Catalog and tel emarking sales, however,
account for approximtely eighty-five percent of Ross-Sinons'

total sales, with approximately 45 mllion catal ogs distributed



annual ly. The catal og and tel emarketing sal es are coordi nat ed
through a distribution center in Cranston, Rhode Isl and.

Ross-Sinons is a substantial national retailer of itenms such
as china and crystal, ranking anong the national |eaders in sales
vol une for these products and generating $150 million annually in
total sales fromall operations. Nearly all of Ross-Sinons
sales are at prices bel ow suggested retail prices, with discounts
often reaching fifty percent. An inportant aspect of Ross-
Si nons' sales strategy is the devel opnent of a | arge bri dal
registry actively pronoted by the firm Each year the program
attracts approximately 15,000 new registrants. This business is
i nportant to Ross-Sinons because each new registration is |ikely
toresult in multiple purchases on behalf of the registered
coupl e.

Def endant is the United States subsidiary of Conpanie des
Cristalleries de Baccarat and the exclusive United States
di stributor of the world-renowned French | ead crystal produced by
Conpagni e des Cristalleries de Baccarat. Prior to 1992, Baccarat
refused to sell crystal to Ross-Sinobns, asserting the phil osophy
that luxury itenms such as Baccarat crystal are not appropriate
for discounting. Furthernore, when Baccarat becanme the exclusive
di stributor of Haviland Linobges china in 1991, it term nated
Ross- Si nons' status as an authorized deal er of the china.

In January 1992, Ross-Sinons filed a civil action agai nst
Baccarat in the United States District Court for the District of

Rhode Island alleging violations of federal and state antitrust



statutes. That case was assigned to this witer. Inits
antitrust suit, Ross-Sinons alleged that Baccarat had inproperly
refused to deal with Ross-Sinons because Baccarat di sapproved of
Ross- Si nons' di scounting and catal og sal es practi ces.

Prior to a hearing of the antitrust suit on its merits, the
parties settled their differences. On Novenber 24, 1992, they
executed a witten agreenent, |abeled "Agreenent of Conproni se
and Settlenent” ("1992 Agreenent”), intended to resolve the
conflict underlying the antitrust suit. This Agreenent was never
presented to the Court for approval or for inclusion in a final
j udgment .

According to its own terns, the 1992 Agreenent was desi gned
to be "a conprom se between the parties for the settl enent of
their clains, differences and causes of action.” In Section Two
thereof, the antitrust suit brought by Ross-Si nons was
referenced. Ross-Sinons alleged a concerted refusal to deal by
Baccarat and two ot her porcelain dinnerware suppliers and a
hori zontal agreenent regardi ng pricing between the three
suppliers. This Section concluded by expl aining that Ross-Si nons
and Baccarat "desire to reach a conpronise and settlenment of the
af orenenti oned | egal action.”

The substance of the 1992 Agreenent was contained in Section
Three (entitled "Terns of Settlenent"), which enunerated the
respective obligations of the parties under the settlenent. The
writing describes these obligations as "nutual covenants.”

According to the conprom se, Ross-Sinons agreed to dismss its



antitrust suit. The parties agreed that such dism ssal would be
wi t hout prejudice and that each party would bear its own costs
and | egal expenses. In exchange for this dism ssal, Baccarat
accepted several duties.

First, Baccarat agreed to reinstate Ross-Sinons as an
aut hori zed deal er of Haviland Li nbges porcel ain dinnerware, to
appoi nt Ross-Si nons as an aut hori zed deal er of Raynaud Ceral ene
Li noges porcel ain dinnerware, and to appoi nt Ross-Si nons as an
aut hori zed deal er of Baccarat crystal. For each |ine of goods,
Baccarat prom sed that Ross-Sinons would be "entitled to purchase
and resell such products at such prices and upon such terns as
are available to other authorized dealers.™

Second, Baccarat prom sed to "not term nate Ross-Si nons
status as an authorized deal er, nor otherw se discrimnate
agai nst Ross-Sinons in any manner"” because of Ross-Si nons
di scount pricing policies. Baccarat further agreed that it would
not di scrim nate agai nst Ross-Si nons' applications for
aut hori zation of additional stores, but would "consider all
applications . . . under the same standards generally applied to
ot her authorized dealers.”

The 1992 Agreenment states no durational term It does,
however, purport to bind and benefit "the parties and their
respective |l egal representatives, successors and assigns.” In
addition, the conprom se agreenent expressly disclainms any power
of a party to termnate or rescind the agreenment based on a

change of facts.



Fol |l owi ng the execution of the 1992 Agreenment, the parties
cordially maintained a sizable business relationship. During
this period, Ross-Sinons grossed approximtely $1 nmillion
annual ly in Baccarat crystal sales. The dynanmi cs of that
rel ati onshi p changed, however, when Jean-Luc Negre assuned the
presi dency of Baccarat in 1994. Negre replaced Francois de
Montnorin, the Baccarat president who executed the 1992 Agreenent
on Baccarat's behal f.

At an Cctober 31, 1994 neeting with Darrell Ross, the
presi dent of Ross-Sinons, Negre expressed his belief that
di scounting was an inappropriate method of selling luxury itens
| i ke Baccarat crystal. Ross-Sinons becane further concerned in
t he sumrer of 1995 when Baccarat refused to grant authorized
deal er status to a new Ross-Sinons retail store in Raleigh, North
Carolina. Baccarat explained to Ross-Sinons at the tinme that no
new deal ershi ps were being granted pendi ng the devel opnment of a
new aut hori zed deal er program and agreenent. Ross-Sinons all eges
that a Baccarat official had previously agreed to authorize the
Ral ei gh store and that Baccarat authorized two new deal ershi ps
for other retailers late in the sunmmer of 1994 despite the
nor at ori um expl ai ned to Ross- Si nons.

The deterioration of the relationship accelerated in the
fall of 1995 when Negre initiated a new program for appointing
aut hori zed Baccarat dealers. On October 17, 1995, Negre
announced the "Authorized Deal er Program" ained at "enhanci ng

the overall imge and prestige throughout the United States of



[ Baccarat's] world renowned nane."

At the center of this newinitiative was a proposed
"Aut hori zed Deal er Agreenent"” ("Proposed Agreenent”). In his
letter to Ross-Sinons, Negre instructed that to be considered for
designation as an authorized deal er for 1996, dealers were
required to execute and return the Proposed Agreenent by Decenber
15, 1995. Contained within the Proposed Agreenent were several
provi sions that Ross-Sinons deened inimcal to their discount
pricing business. 1In effect, the Proposed Agreenent required
t hat Ross- Si nons abandon its discount pricing strategy. It
prohi bited the advertising of Baccarat products in catal ogs that
devote nore than twenty-five percent of their space to off-price
advertising. The Proposed Agreenent al so granted Baccarat the
power to termnate a dealership if it found, in its sole
di scretion, that the dealer was acting in a way that was
"damaging to the prestige, imge and goodw || associated with
Baccarat products.” G ven Ross-Sinons' practice of devoting
nearly all of the space in its catalogs to discounted itens and
Negre's phil osophical opposition to discounting |uxury itens, the
Proposed Agreenent was viewed by Ross-Si nons managenent as a
"suicide note."

Ross- Si nons expressed to Baccarat its concerns with the
Proposed Agreenent and asserted that the 1992 Agreenent
guar ant eed Ross-Sinons the right to continue selling Baccarat
products according to its off-pricing strategy. Baccarat

di sagreed, asserting that the 1992 Agreenment required Baccarat to



treat Ross-Sinons in the sane manner as it treated all other

deal ers. Baccarat clained that the Proposed Agreenent was a
standard deal ership proposal offered to all authorized deal ers on
equal terms. Baccarat refused to nodify the Proposed Agreenent
to suit Ross-Sinobns, so Ross-Sinons refused to signit. On
January 23, 1996, a Baccarat official inforned Ross-Sinons that
effective January 1, 1996, Baccarat would no |longer fill Ross-

Si nons' orders.

Ross- Si nons responded to Baccarat's refusal to fill orders
by filing a suit in Rhode Island Superior Court alleging, inter
alia, breach of the 1992 Agreenent. Baccarat renoved the case to
this Court. See 28 U.S.C. 8§ 1332(a)(1) (diversity jurisdiction),
1441 (all ow ng renoval of cases where diversity is the basis of
jurisdiction). The case was assigned to Senior Judge Boyle.

After conducting an evidentiary hearing, he granted Ross-Si nons
request for a prelimnary injunction conpelling Baccarat to
continue dealing with Ross-Sinons according to the ternms of the
1992 Agreenent. Baccarat appealed to the United States Court of
Appeals for the First Crcuit, but the prelimnary injunction

order was affirmed. See Ross-Sinons of Warwick, Inc. v.

Baccarat, Inc., 102 F.3d 12, 13 (1st Cr. 1996). The Court of

Appeal s held that Judge Boyle had not commtted an abuse of

di scretion in concluding that Ross-Si nons woul d suffer
irreparable harmin the absence of a prelimnary injunction, that
Baccarat would suffer little harmby continuing to deal with

Ross- Si nons pendente lite, and that Ross-Sinons would |ikely



prevail on the nmerits of the suit. See id. at 16-20. After
remand, the case was again assigned to Judge Boyl e, but when he
retired, the matter was assigned to this witer.

The Amended Conpl aint contains six counts. Counts | and |
al | ege breach of contract. |In Count |, Ross-Sinons alleges that
Baccarat breached the 1992 Agreenent by term nating Ross-Si nons
status as an authorized dealer. 1In Count Il, Ross-Sinons alleges
t hat Baccarat breached the 1992 Agreenent by refusing to grant
Ross- Si nons aut hori zation to sell Baccarat products at new store
| ocations. Count |1l alleges breach of the inplied covenant of
good faith and fair dealing in the 1992 Agreenent as a result of
Baccarat's allegedly discrimnatory conduct. Count 1V alleges
tortious interference by Baccarat with Ross-Sinons' business
relationships with its custonmers. Count V seeks a permanent
injunction prohibiting discrimnatory treatnment of Ross-Sinons.
In each of these counts, except the count requesting injunctive
relief, Ross-Sinons seeks nom nal and punitive damages, but no
conpensatory damages. Plaintiffs allege that while they have
suffered real harmfrom Baccarat's conduct, they are unable to
guantify the damage.

The final count upon which plaintiffs seek punitive danages,
Count VI, is entitled: "Continuing Breaches and Torti ous
Conduct; Violations of This Court's Order of Prelimnary
Injunction.” In this count, Ross-Sinons alleges that Baccarat
continued to discrimnate agai nst Ross-Sinmons in violation of

this Court's Prelimnary Injunction order prohibiting such



discrimnatory treatment. Ross-Sinons details several instances
of conduct by Baccarat which are alleged to be both

di scrimnatory and harnful to Ross-Sinons' business, such as a
refusal by defendant to nmeet with Ross-Sinons' officials at a
trade show and deni al by defendant of Ross-Sinbns' status as an
aut hori zed deal er when asked by potential custoners. The matter
is now before this Court on defendant's notion for sunmary

j udgnment and defendant's notion to dism ss or strike. Each
notion will be addressed in turn.

Dl SCUSS| ON

. Motion for Summary Judgnent
A.  Standard of Law for Summary Judgnent
Rul e 56(c) of the Federal Rules of Civil Procedure sets
forth the standard for ruling on a summary judgnent notion:
The judgnent sought shall be rendered forthwith if the
pl eadi ngs, depositions, answers to interrogatories, and
adm ssions on file, together with the affidavits, if any,
show that there is no genuine issue as to any material fact
and that the noving party is entitled to a judgnent as a
matter of |aw.
I n determ ni ng whether summary judgnent is appropriate, the Court
nmust view the facts on the record and all inferences therefromin

the light nost favorable to the nonnoving party. See Conti nental

Cas. Co. v. Canadian Universal Ins. Co., 924 F.2d 370, 373 (1st

Cr. 1991). However, a grant of summary judgnment "is not
appropriate nerely because the facts offered by the noving party
seem nost pl ausi bl e, or because the opponent is unlikely to

prevail at trial." Gannon v. Narragansett Elec. Co., 777 F

Supp. 167, 169 (D.R 1. 1991). Summary judgenent is only
9



avai |l abl e when there is no dispute as to any material fact and

only questions of law remain. See Blackie v. Mine, 75 F.3d 716,

721 (1st Cir. 1996). Additionally, the noving party bears the

burden of show ng that no evidence supports the nonnoving party's

position. See Celotex Corp. v. Catrett, 477 U.S. 317, 325
(1986) .

B. Plaintiffs' Conplaint

The clains in Ross-Sinons' suit are anchored in the 1992
Agreenent. The Anended Conpl aint all eges that Baccarat viol ated
the ternms of the 1992 Agreenent by two specific acts. First,
Ross- Sinons clainms that the Proposed Agreenent was a nere pretext
for allow ng Baccarat to discrimnate agai nst Ross-Si nons because
of its discount and catal og sales practices. According to Ross-
Si nons, the 1992 Agreenent prohibits Baccarat fromterm nating
t heir business rel ationship because of Ross-Sinons' sal es
strategies. Ross-Sinons argues that the Proposed Agreenent woul d
al l ow Baccarat to term nate Ross-Sinons for selling Baccarat
products through discount price catal ogs, the very practice
protected by the 1992 Agreenent. It is clainmed that Baccarat's
refusal to deal w thout Ross-Sinbns' acqui escence in the new
program constitutes a breach of the 1992 Agreenent.

Second, Ross-Sinons argues that the "non-discrimnation”
provi sions of the 1992 Agreenent prohibit Baccarat from denying
an application by Ross-Sinons for an additional authorized

deal ership | ocation based on Baccarat's di sapproval of Ross-

10



Sinons' policies. Failure to approve of the new Ral eigh, North
Carolina store constituted a breach of this provision of the 1992
Agreenment according to Ross-Si nons.

The Amended Conpl aint alleges that Baccarat's actions al so
constitute a breach of the inplied covenant of good faith and
fair dealing in the 1992 Agreenent. Ross-Sinons further alleges
that Baccarat's refusal to deal represents tortious interference
wi th Ross-Sinons' contractual and business relationships with
bridal registrants whose future business with Ross-Sinons is
j eopardi zed by Ross-Sinons' inability to provide Baccarat
products. Finally, Ross-Sinons alleges that Baccarat has
violated this Court's Prelimnary Injunction by refusing to treat
Ross- Si nons on an equal basis with other authorized deal ers.

Baccarat responds to all of the counts of the Amended
Conmpl ai nt by attacking the validity of the 1992 Agreenent.
According to Baccarat, its actions subsequent to signing the 1992
Agr eenent cannot be deemed breaches of that conpron se because
the settlenent itself is unenforceable. Baccarat presents two
t heori es of unenforceability. First, Baccarat argues that
because the 1992 Agreenent is silent as to duration, under Rhode
| sl and common law it is termnable at will by either party.

Under this theory, Ross-Sinons has no basis for claimng breach
of a contract that has been term nated by Baccarat's actions.
Second, Baccarat argues that the 1992 Agreenent is void for |ack
of mutuality, claimng that the duty undertaken by Ross-Si nons

anounts to a nmere illusory prom se to order Baccarat products

11



only when it chooses to do so.

The only |l egal argunents that Baccarat has presented in
support of its notion for summary judgnent are these two attacks
on the validity of the 1992 Agreenent. Therefore, determ ning
the enforceability of that pact is central to the disposition of
the summary judgnment notion before the Court. If the 1992
Agreenent i s enforceabl e agai nst defendant, summary judgnment nust
be deni ed because material facts relating to whether the contract
was breached or whether Baccarat's actions were legitimte
busi ness decisions remain. For the reasons outlined bel ow,
nei ther of defendant's argunents for invalidating Baccarat's
duties under the contract passes nuster under the summary
j udgnment st andard.

C. Analysis
1. Jurisdiction

This Court has subject matter jurisdiction over this |awsuit
based on diversity of citizenship of the parties. See 28 U S.C
§ 1332(a)(1l). Wien the basis of a federal court's jurisdiction
is diversity of citizenship, the court nust apply the substantive
| aw of the state where it sits, including that state's choi ce of

law rules. See Erie R R v. Tonpkins, 304 US. 64, 78 (1938);

Spurlin v. Merchants Ins. Co., 57 F.3d 9, 10 (1st G r. 1995).

The parties do not dispute that Rhode Island | aw governs
plaintiffs' clains. Accordingly, the Court will dispense with a
| engthy conflict of |aw analysis and will address the issues

rai sed by this notion by applying Rhode Island | aw, and, when

12



appropriate, "persuasive adjudications by courts of sister

states, learned treatises, and public policy considerations

identified in state decisional |aw Blinzler v. Marriott Int'l,

Inc., 81 F.3d 1148, 1151 (1st G r. 1996).
2. Construing Settlenents as Contracts

At the center of this controversy is the 1992 Agreenent
between the parties. This witten conprom se was not, as
def endant has argued, a contract for the sale of goods governed
by the Uniform Commercial Code, but a settlenent agreenent to
which the Code is inapplicable. See R 1. Gen. Laws § 6A-2-102
(1992) (applying UCC Article Two to sales transactions); ITT
Corp. v. LTX Corp., 926 F.2d 1258, 1266 (1st Cir. 1991) (hol di ng

that UCC Article Two applies where the dom nant purpose of a
contract is a sales transaction).

The | anguage of the witing itself conpels this conclusion.
This Court has explained that when a contract is clear and
unanbi guous on its face, the Court will enforce the contract as

witten. See Kelly v. Tillotson-Pearson, Inc., 840 F. Supp. 935,

944 (D.R 1. 1994) (citing Aetna Cas. & Sur. Co. v. Gaziano, 587

A . 2d 916, 917 (R 1. 1991)). The "Purpose" section of the 1992
Agreenment explains that the witing "is made as a conprom se
between the parties for the settlenent of their clains,

di fferences and causes of action with respect to the dispute
descri bed below. " The Agreenent continues in the next paragraph
by describing the antitrust action filed by Ross-Sinons. The

| anguage of this contract in describing its purpose as the

13



settlement of an antitrust lawsuit could not be nore clear.
Rhode Island courts favor the settlenment of disputes outside

of the litigation process. See Homar, Inc. v. North Farm

Assocs., 445 A 2d 288, 290 (R 1. 1982); cf. Mthewson Corp. V.

Allied Marine Indus., Inc., 827 F.2d 850, 852 (1st G r. 1987)

("As any litigator or judge can attest, the best case is a
settled case."). Settlenent agreenents are treated as contracts
and enforced under the rules governing contracts generally. See

Mat hewson Corp., 827 F.2d at 852-53; Interspace Inc. v. Mbrris,

650 F. Supp. 107, 109 (S.D.N Y. 1986) (holding that under general
contract principles, a settlenent agreenent "is binding despite
the fact that it was never submtted for court signature and
filing"). Because defendant attacks the 1992 Agreenent on the
dual bases of indefiniteness and | ack of nmutuality, the task
before the Court is to test the 1992 Agreenent against the
requi sites of fundanmental contract principles.
3. Indefiniteness of the 1992 Agreenent

Under defendant's first theory of unenforceability, Baccarat
argues that the settlenment's |ack of durational |anguage renders
the prom ses contained therein indefinite, resulting in an
agreenent that is termnable at will. Wile it is true that the
1992 Agreenment does not state a specific date upon which
Baccarat's obligations to performw Il end, this om ssion is not
fatal to the contract.

Definiteness is an inportant characteristic of a binding

contract because a court can only enforce an agreenent if it can

14



specify the obligations undertaken by the parties. See Soar V.

Nati onal Football League Pl ayers' Ass'n, 550 F.2d 1287, 1289-90

(st Cir. 1977). A court asked to declare a contract binding
nmust determne that the contract is definite enough that the
court can be "reasonably certain” of the scope of each party's

duties. Downtown Inv. Ass'n v. Boston Metro. Bldgs., Inc., 81

F.2d 314, 319 (1st Cir. 1936).

In support of its theory, Baccarat cites a nunber of Rhode
| sl and cases that construe enpl oynent contracts | acking
durational terns as termnable at will by either party. See,

e.qg., Salisbury v. Stone, 518 A 2d 1355, 1360 (R 1. 1986); Bader

v. Alpine Ski_ Shop, Inc., 505 A 2d 1162, 1166 (R I. 1986);

Powl ess v. Pawtucket Screw Co., 352 A 2d 643, 646 (R I. 1976).

Def endant has also inplied that the sanme rule would be applied to
di stributorship contracts by Rhode Island courts, but the Rhode
| sl and Supreme Court did not adopt that rule in the one

di stributorship case cited by defendant. See Wayne Distrib. Co.

v. Schweppes U S. A Ltd., 352 A 2d 625, 626-27 (R 1. 1976)

(expressly reserving determnation of the rule to be applied in
di stributorship contracts of indefinite duration).

The cases cited by defendant are inapplicable to the present
controversy, however. It is indeed a well-established principle
in Rhode Island that contracts for personal services are
termnable at will if the agreenent is silent as to duration.

See Booth v. National |ndia-Rubber Co., 36 A 714, 715 (R |

1897). However, the contract at issue here is not an enpl oynent

15



agreenent, nor is it a distributorship agreenent; it is an
agreenent for the settlenment of a |awsuit. Defendant has not
identified, nor has the Court found, any cases in which the Rhode
| sl and courts have extended this rule beyond enpl oynent
contracts.' Furthernore, defendant has not proposed any
persuasi ve rationale to support such an expansion of the rule by
this Court.

This settlenment agreenent falls within the well-established
category of contracts that term nate upon the happening of a
specific event. A contract that "provide[s] for term nation or
cancel l ati on upon the occurrence of a specified event"” is not
void as a perpetual contract or termnable at will. Payrol

Express Corp. v. Aetna Cas. & Sur. Co., 659 F.2d 285, 291 (2d

Cir. 1981) (applying New York |law); see Nicholas Lab. Ltd. V.

Almay, Inc., 900 F.2d 19, 21 (2d Cr. 1990) (applying New York

law); First Conmmodity Traders, Inc. v. Heinold Conmodities, Inc.,

766 F.2d 1007, 1012 (7th Cr. 1985) (applying Illinois |aw);

Sout hern Hous. Partnerships, Inc. v. Stowers Mnagenent Co., 494

So. 2d 44, 47-48 (Ala. 1986); G M Abodeely Ins. Agency, Inc. V.

Commerce Ins. Co., 669 N E. 2d 787, 789-90 (Mass. App. C. 1996).

The specific event which allows term nation can include a breach

1 Even within the seemngly strict rule applicable to enpl oynent
contracts, the Rhode Island courts have carved a significant
exception: the presunption that an enploynent contract is at wll
if lacking a durational termnay be rebutted by exam ning "prior
deal i ngs between the parties or . . . surrounding facts or

ci rcunst ances which m ght shed any |ight on the question.”

School Comm v. Board of Regents for Educ., 308 A 2d 788, 790
(R 1. 1973).

16



by a party of a termof the contract. See First Conmodity

Traders, 766 F.2d at 1012; Payroll Express, 659 F.2d at 292.

The resolution of the Payroll Express case by the Second

Circuit is instructive. 1In that case, Payroll Express, an
i nsured, sued Aetna, an insurer, for breach of a crinme insurance

policy. See Payroll Express, 659 F.2d at 286. A |ower court

determ ned that the policy was possibly invalid because it |acked
a termnation provision and hence was potentially perpetual. See
id. at 291. The policy did not state a specific duration and
stated that it was term nable by Aetna only for non-paynent of
the premuns. See id. at 289. On appeal, the Court of Appeals
hel d that Aetna could not cancel the policy at will and rejected
the notion that the |ack of an express durational termrendered
the contract defective. See id. at 292. Since the contract

provi ded for an event which would allow term nation, non-paynent,
it was not unilaterally term nable by either party until that
event occurred, even though the perfornmances contenpl ated by the

contract may have lasted for an indefinite tine. See id. at 291-

92.

The contract before this Court also is not term nable at
will because it is term nable upon the occurrence of certain
events. In essence, the settlenent agreenent requires Baccar at

to name Ross-Sinons an aut horized deal er and prohi bits Baccar at
fromterm nating Ross-Si nons on specific grounds. The pact,
however, does not prohibit Baccarat fromtermn nating Ross-Si nons

for any reason other than their distaste for discount pricing and

17



cat al og sal es.

| ncorporated by reference into the 1992 Agreenent was a
listing of Baccarat's standard terns of doing business with
retailers. The conpronmi se referred to these terms with the
phrase: "such prices and such terns as are avail able to other
aut hori zed deal ers.” These terns governed issues such as the
paynent of Baccarat invoices. Wre Ross-Sinons to naterially
breach these standard terns, Baccarat would be justified in
term nating the agreenent. The contract, therefore, inplicitly
provi des for particular events which would allow Baccarat to
term nate the contract.

For exanple, Baccarat's standard terns require paynent to
Baccarat within thirty days of invoice. |f Ross-Sinons were to
refuse to pay Baccarat for a period |ong enough to constitute a
mat eri al breach of their agreenent, Baccarat would be free to
cease doi ng business with Ross-Sinons. Like the insurer in

Payroll Express, Baccarat could termnate its duties under the

1992 Agreenent for Ross-Sinons' failure to pay for goods ordered.
Thus, the 1992 Agreenent could be term nated upon the happening
of an event contenplated by the contract.

Furthernore, construction of this settlenment agreenent as
termnable at will would contradict the fundanental purposes of
such a conprom se. As the Court of Appeals reasoned, it is
likely that "Ross-Si nons woul d not have abandoned [the antitrust
suit] in exchange for a settlenent that, in Judge Boyle's phrase,

Baccarat could have ripped up the next norning." Ross-Sinons of

18



Warwi ck, 102 F.3d at 18. Contracts for personal services and
contracts for the settlenent of |awsuits have very different

pur poses. The central goal of a settlenment agreenent is to
fashion a final and pernmanent resolution of a dispute. See Cty

of Honestead v. Beard, 600 So. 2d 450, 454 (Fla. 1992) ("The

pur pose behind settlenment agreenents is to end the dispute, not
to delay the dispute until one of the parties decides it is
advant ageous to begin conpeting again."). Interpreting a
contract with such a purpose as termnable at will is nonsensical
and contrary to the plain intent of the parties reflected in the
witing itself.

The writing contains provisions preventing term nation of
t he conpronm se based on a change of facts and al so binding the
parties' successors to the obligations of the agreenent. The
Court of Appeals, based on a |limted factual record, concl uded
that "the parties never intended the 1992 Agreenent to be

termnable at will." See Ross-Sinobns of Warwi ck, 102 F.3d at 18.

Al t hough Baccarat has had the opportunity to further develop the
factual record in order to denonstrate a dispute of material fact
regarding the parties' intentions, it has produced no new facts
that woul d chall enge this reading of the plain | anguage of the
1992 Agreenent.
Bot h the | anguage used by the parties in the settlenent

agreenent and the circunstances surrounding the creation of the
1992 Agreenent support the conclusion that the conprom se created

nore than an "at will" relationship. The inplied term nation
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condition renders the contract enforceable for as | ong as Ross-
Si nons conplies with Baccarat's standard business terns. The
contract is not so indefinite that it cannot be enforced by this
Court.
4. Lack of Mutuality of Ooligation in the 1992 Agreenent
Def endant' s second point of attack on the enforceability of
the 1992 Agreenment is lack of nutuality of obligation. Under
def endant's readi ng of the conprom se, Ross-Sinons gave not hing
but an illusory prom se in exchange for Baccarat's prom ses to
continue dealing with Ross-Sinons. Defendant argues that while
the 1992 Agreenment requires Baccarat to deal w th Ross-Sinons
wi t hout regard to Ross-Sinons' discounting policies, the
settl ement does not require that Ross-Si nons order any anount of
products from Baccarat except any amount whi ch Ross- Si nons
chooses to order. Furthernore, defendant deens Ross-Si nons
di sm ssal of the antitrust suit inadequate consideration because
the parties agreed that the dism ssal would be w thout prejudice.
Def endant's argunment is without basis. To satisfy the
requi renent of mutuality of obligation, both parties to a
contract "nust have been | egally bound through the meking of

reci procal promses.”" Crellin Techs., Inc. v. Equipnentlease

Corp., 18 F.3d 1, 7-8 (1st Cr. 1994) (applying Rhode Island
law); see B & D Appraisals v. Gaudette Mach. Movers, Inc., 733 F

Supp. 505, 507 (D.R 1. 1990); Centerville Builders, Inc. v.

Wnne, 683 A 2d 1340, 1341 (R 1. 1996). Courts have identified

certain types of prom ses that are deened illusory and therefore
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i ncapabl e of satisfying the mutuality requirenment. A pronmise is
illusory if its performance depends on the occurrence of some act
or event that is within the exclusive control of the very party

that has nmade the pronmise. See Centerville Builders, Inc., 683

A.2d at 1341; Vickers Antone v. Vickers, 610 A 2d 120, 123 (R I
1992). Mutual ity of obligation, however, was not |acking in
the 1992 Agreenment because Ross- Si nons provided | egal
consideration by promsing to dismss its antitrust |awsuit.

A fundanmental requisite to a contract that can be enforced
by a court is an exchange of |egal consideration by the parties.

See Hayes v. Plantations Steel Co., 438 A 2d 1091, 1094 (R I.

1982); see also National Educ. Ass'n-Rhode Island v. Retirenent

Bd. of the Rhode Island Enployees' Retirenment Sys., 890 F. Supp.

1143, 1159 (D.R 1. 1995) (applying Rhode Island law). Wile
consi deration often takes the shape of a benefit conferred on
anot her party to the agreenent, a detrinment suffered voluntarily
is also recogni zed as valid consideration. See Hayes, 438 A. 2d

at 1094; Dockery v. Geenfield, 136 A 2d 682, 685 (R 1. 1957) ("A

val uabl e consi deration may consist in sone forbearance,
detrinment, |oss, or responsibility given, suffered, or undertaken

."); Darcey v. Darcey, 71 A 595, 597 (R 1. 1909); 3 Sanuel

WIlliston, A Treatise on the Law of Contracts § 7:4, at 36-53

(Richard A Lord ed., 4th ed. 1992).
Among the detrinents that qualify as |egal consideration is
the forbearance of a legal right. See Restatenent (Second) of

Contracts 8 71 cnt. d (1981). The Rhode Island Suprene Court has
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hel d that forbearance of a claimis adequate consideration for a
settlement agreenent if the claimis "prem sed on an honest

belief in its justness.” Lapan v. Lapan, 217 A 2d 242, 244 (R |

1966). Even if the claimwere |likely to be defeated in a
judicial proceeding on the nerits, the adequacy of the
f orbearance as consideration is not dimnished. See id.; Dlorio

v. DiBiazio, 42 A 1114, 1115 (R 1. 1899). This Court has

acknow edged that forbearance by not filing an antitrust |awsuit
could qualify as legal consideration to support a settlenent.

See Soar v. National Football League Players Ass'n, 438 F. Supp.

337, 344 (D.R 1. 1975). In Soar, this Court further noted that
f orbearance, |ike any species of consideration, nust be

bar gai ned-for in exchange for a return pronmise. See id.; see
al so Hayes, 438 A 2d at 1094 ("Valid consideration . . . . nust
i nduce the return act or promse.").

There is anple evidence in the record to conclude that the
parti es bargained for the dism ssal of the antitrust |awsuit.
The terns of the settlenent agreenment were negotiated by
representatives of both sides. The presidents of both conpanies
executed the agreenent. The settlenent agreenent itself speaks
in the | anguage of bargaining: the ternms of perfornmance in the
conprom se were | abel ed "nutual covenants” given "[i]n
consi deration” of each other. The settlenent also explains its
pur pose as "conpronmising and settling the matters involved in
this dispute” in the paragraph inmediately follow ng the one

obligating Ross-Sinons to dismss the antitrust suit. Based on
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t he | anguage of the agreenment and the statenents of the parties
in the record, there can be little doubt that Baccarat sought

di sm ssal of the antitrust lawsuit in exchange for its several
prom ses.

The promse to dismiss the lawsuit was fully perfornmed by
Ross- Sinons. That the dism ssal was w thout prejudice does not
alter the nature of the act. Ross-Sinons incurred a |egal
detrinment by voluntarily dismssing its antitrust clains. As the
Court of Appeals explained in its opinion affirmng this Court's
Prelimnary |Injunction against Baccarat: "Dismssing a |awsuit,
even without prejudice, is not an idle matter; it has
consequences in ternms of costs, |egal expenses, tinme bars, and

the like." Ross-Sinons of Warwi ck, 102 F.3d at 18. In pressing

its antitrust clains in federal court, Ross-Sinons incurred |egal
and ot her expenses. By dism ssing the suit, Ross-Sinons
relinquished the legal investnent it made in the antitrust
clainms. Once dismssed, renewal of the antitrust suit would have
required the commtnent of additional financial and human
resources that would not have been expended but for the
settlement. Because Baccarat bargained for this detrinent to
Ross-Sinons, it is sufficient consideration to support a binding
contract.

Baccarat has failed to denonstrate that it is entitled to
summary judgnent as a matter of law. The two argunents asserted
as the bases for invalidating the 1992 Agreenent are w t hout

merit. The conprom se struck for the dism ssal of Ross-Sinons
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antitrust suit is a valid binding contract. Renaining, however,
are disputed material facts relating to whether Baccarat's
actions constitute breaches of the 1992 Agreenent, breach of the
i npli ed covenant of good faith and fair dealing inherent in the
conprom se, and intentional interference with Ross-Si nons
busi ness rel ati onshi ps. For these reasons, Baccarat's notion for
sumary judgnent is deni ed.
1. Motion to Strike
A. Standard of Law for Mdtion to Strike

Under the Federal Rules of Civil Procedure, a court may
strike fromany pleading "any redundant, immaterial, inpertinent,
or scandal ous matter.” Fed. R Cv. P. 12(f). " 'Redundant
matter consists of allegations that constitute a needl ess
repetition of other averments.” 5A Charles Alan Wight & Arthur
R Mller, Federal Practice & Procedure 8§ 1382, at 704 (2d ed.

1990). In resolving notions to strike, trial courts are

enpowered with broad discretion. See Alvarado-Mrales v. Digita

Equip. Corp., 843 F.2d 613, 618 (1st Cir. 1988); see also Tal bot

v. Robert Matthews Distrib. Co., 961 F.2d 654, 665 (7th G r

1992); Mastrocchio v. Unnaned Supervisor Special lnvestigation

Unit, 152 F.R D. 439, 440-41 (D.Rl. 1993).
Motions to strike, however, are disfavored by the courts.

See Boreri v. Fiat S.P.A, 763 F.2d 17, 23 (1st G r. 1985); Anpco

Ol Co. v. Local 99 Int'l Bhd. of Elec. Wrkers, 536 F. Supp

1203, 1225 (D.R 1. 1982). Mere redundancy is insufficient to

support a notion to strike; the novant nust denonstrate that
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prejudice would result if the offending material remained in the

pl eadi ngs. See Anbco Q| Co., 536 F. Supp. at 1225; Russo V.

Merck & Co., 138 F. Supp. 147, 148-49 (D.R 1. 1956); see also

Toucheque v. Price Bros. Co., 5 F. Supp. 2d 341, 350 (D. M.

1998); 5A Wight & MIler, supra, 8 1382, at 705-06. A court
shoul d be reluctant to grant this severe renedy if "the court is
in doubt as to whether the challenged matter may rai se an i ssue

of fact or law." Sagan v. Apple Conputer, Inc., 874 F. Supp.

1072, 1079 (C. D. Cal. 1994).
B. Analysis

Nei t her of defendant's targets in the Arended Conpl aint are
so offensive to warrant application of Rule 12(f). The
t ouchstone that should guide courts in analyzing notions to
strike for redundancy is prejudice to the noving party.
Def endant has not denonstrated any prejudice in this case.

Regardi ng Count VI of plaintiffs' Anended Conpl ai nt,
defendant has failed to even allege prejudice to its position in
this litigation in allowing that count to remain. Mere
redundancy of other averments is insufficient to invoke a court's
power to strike material froma pleading. Sone show ng of
prejudice is required and defendant has entirely failed to make
t hat show ng.

A notion to strike is also an inappropriate tool with which
to dispose of plaintiffs' requests for punitive danmages. Wether
punitive danages may be awarded in a breach of contract action is

a question of law. This issue is nore appropriately resolved by
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the notion to dismss for failure to state a clai mupon which
relief can be granted. See Fed. R GCv. P. 12(b)(6).
I11. Mtion to Dismss
A. Standard of Law for Motion to Dismss
In ruling on a notion to dism ss, the Court construes the
conplaint in the light nost favorable to plaintiff, taking al
wel | - pl eaded al l egations as true and giving plaintiff the benefit

of all reasonable inferences. See Fiqueroa v. Rivera, 147 F.3d

77, 80 (1st GCir. 1998). Dism ssal under Rule 12(b)(6) is
appropriate only if "it appears beyond doubt that the plaintiff
can prove no set of facts in support of his claimwhich would

entitle himto relief.” Conley v. G bson, 355 U S. 41, 45-46

(1957); see Hishon v. King & Spalding, 467 U S. 69, 73 (1984); 5A

Wight & MIler, supra, § 1357
B. Analysis

1. Count VI of the Amended Conpl ai nt

Count VI of the Amended Conpl ai nt seeks nomi nal and punitive
damages for alleged violations by defendant of this Court's
Prelimnary Injunction order. Through artful phrasing, Ross-
Si nons attenpts to conjure this additional count from Baccarat's
actions follow ng the issuance of the Prelimnary |njunction,
entitling the proffered claim"Continuing Breaches and Torti ous
Conduct."” However, plaintiffs have chosen the wong tool to
enforce their rights under the Prelimnary |Injunction

A federal court may enforce its orders through contenpt

proceedings. See 18 U.S.C. § 401 (granting courts the power to
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puni sh by fine or inprisonnment "[d]isobedience or resistance to
its lawmful wit, process, order, rule, decree, or command"); Gunn

v. University Comm to End War in Vietnam 399 U S. 383, 389

(1970). Wiere a party to a civil action seeks to enforce a
remedy granted by a court, that party should notion the court to
hold the offending party in contenpt of the court's order. See
11A Wight & MIler, supra, 8 2960, at 374-75.

The facts all eged by Ross-Sinons in Count VI may constitute
contenpt, but they do not rise to the |evel of a separate cause
of action which could support an award of damamges. The
appropriate renedy for violations of this Court's Prelimnary
I njunction order is a notion to hold defendant in contenpt.

Count VI, therefore, is dismssed for failure to state a cause of
action upon which relief can be granted.
2. Request for Punitive Damages

The remai ning counts of the Amended Conpl ai nt, except the
request for injunctive relief, seek an award of punitive damages.
Two issues are raised by this request. First, this Court mnust
determ ne whether punitive damages may be awarded at all when a
plaintiff seeks only nom nal and punitive danmages, but no
conpensat ory damages. Second, this Court nust determ ne whet her
under Rhode Island law plaintiff nmay recover punitive damages for
a cause of action alleging a breach of contract. This Court has
exam ned the state of punitive damages | aw i n Rhode I sl and

extensively in the recent past. See North Atlantic Fishing, |nc.

V. CGerema, 153 B.R 607, 613-15 (D.R 1. 1993); Regan v. Cherry
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Corp., 706 F. Supp. 145, 152-53 (D.R . 1989). This Court,
therefore, will dispense with a | engthy restatenment of basic
doctrine and encapsul ate the fundanentals briefly.

Courts interpreting Rhode Island | aw have recogni zed t hat
punitive danages serve two purposes: to punish the wongdoer and
to deter others fromcommtting simlar extreme acts. See, e.d.

North Atlantic Fishing, Inc., 153 B.R at 613; Pal m sano v. Toth,

624 A . 2d 314, 317-18 (R 1. 1993); 1 Dan B. Dobbs, Law of Renedies

§ 3.11(3), at 475 (2d ed. 1993). Conpensation of the victimis
not generally considered to be one of the goals of this extrene

renmedy. See Greater Providence Deposit Corp. v. Jenison, 485

A 2d 1242, 1244 (R 1. 1984).

Under Rhode Island law, a plaintiff seeking punitive damages
must show that "the defendant acted with nalice or in bad faith."
Pal mi sano, 624 A 2d at 318. The Rhode Island Suprene Court has
di scussed with approval this Court's formulation of the test:
the plaintiff nmust allege that the defendant intended to cause

harm See id. (citing Wlson Auto Enters., Inc. v. Mbil Gl

Corp., 778 F. Supp. 101, 107 (D.RI. 1991)): see al so Regan, 706

F. Supp. at 153 ("[A] court may only award punitive damages for

i ntentional conduct that is malicious.” (enphasis onmtted)).
Before the trier of fact will be allowed to cal cul ate the size of
a punitive damages award, the trial court must first determ ne
whet her the plaintiff has alleged sufficient facts to support an

award of punitive damages. See Pal mi sano, 624 A 2d at 318;

Peckham v. Hirschfeld, 570 A 2d 663, 668 (R 1. 1990); Sherman v.
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McDernott, 329 A 2d 195, 196 (R 1. 1974).

Rhode Island courts have not spoken directly on the
avai lability of punitive danages when the plaintiff seeks nom nal
rat her than conpensatory damages. Gven this state of the lawin
the forum this Court will seek guidance from "persuasive
adj udi cations by courts of sister states, |earned treatises, and

public policy considerations identified in state decisional |aw

Blinzler v. Marriott Int'l, Inc., 81 F.3d 1148, 1151 (1st G r

1996). Based on the analysis to follow, this Court determ nes
that a request for nom nal damages is sufficient to support an
award of punitive damages.

Most courts agree that punitive damages are recoverable only
where the plaintiff has suffered actual injury. See 1 Linda L

Schl ueter & Kenneth R Redden, Punitive Danmages 8 6.1(D)(3), at

340-41 (3d ed. 1995) (listing and di scussing cases). Confusion
over this rule has devel oped, however, because of the several
terms used by the courts in forrmulating this proposition. Wile
sonme jurisdictions require "damages," indicating a need for a
nmonet ary award, other courts use the word "damage" to nmean sone
type of harm but not necessarily a pecuniary one, while still
others require only a legal "injury,"” or the invasion of a |egal
right. See 1id. 8 6.1(D)(2), at 339-40. Ross-Sinpbns has

all eged that while it has suffered damages to its reputation
anong nmenbers of the luxury retail comunity, bridal registry
partici pants, and their base of consuners, these danages are

unquantifiable. The specific question that this Court nust
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address then is whether punitive damages may be awarded when the
harmalleged is a legal injury but the plaintiff seeks only
nom nal damages because its true damages are unquantifiabl e.

A | arge nunber of courts that have addressed this issue have
ruled that punitive danages may be supported by an award of

nom nal damages. See Green Tree Acceptance, Inc. v. Standridge,

565 So. 2d 38, 43 (Ala. 1990); OGaksmith v. Brusich, 774 P.2d 191,

201 (Al aska 1989); MLaughlin v. National Union Fire Ins. Co., 29

Cal. Rptr. 2d 559, 578 (Cal. Ct. App. 1994); Young v. Scott, 700

P.2d 128, 134 (ldaho C. App. 1985); Arlington State Bank v.

Colvin, 545 N E. 2d 572, 580 (Ind. C. App. 1989); Lawence V.

Risen, 598 S.W2d 474, 476 (Ky. Ct. App. 1980); Shell Ol Co. v.

Parker, 291 A 2d 64, 71 (Ml. 1972); Harris v. American Gen. Life

Ins. Co., 658 P.2d 1089, 1092 (Mont. 1983); Nappe v.
Anschelewitz, Barr, Ansell & Bonello, 477 A 2d 1224, 1229-30

(N.J. 1984); Bryce v. Wlde, 333 N.Y.S.2d 614, 616 (App. Div.),

aff'd, 292 N.E. 2d 320 (N. Y. 1972); Jones v. Gwnne, 323 S.E. 2d 9,

16 (N.C. 1984); Beavers v. Lanplighters Realty, Inc., 556 P.2d

1328, 1333 (kla. C. App. 1976); Rhoads v. Heberling, 451 A 2d

1378, 1383 (Pa. Super. C. 1982); Sandel v. Cousins, 221 S. E 2d

111, 112 (S.C. 1975); see also Insurance Servs. of Beaufort, Inc.

V. Aetna Cas. & Sur. Co., 966 F.2d 847, 853 (4th Cir. 1992)

(appl ying South Carolina |law); Keehr v. Consolidated Freightways

of Delaware, Inc., 825 F.2d 133, 141 (7th Cr. 1987) (applying

I ndi ana | aw); Spaeth v. Union Gl Co., 762 F.2d 865, 866 (10th

Cr. 1985) (applying Cklahoma law). A nunber of other courts
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have hel d that nom nal danages al one are insufficient to support

an award of punitive danages. See, e.qg., Magma Copper Co. V.

Shuster, 575 P.2d 350, 352-53 (Ariz. . App. 1977); Stoner V.
Houston, 582 S.W2d 28, 31 (Ark. 1979); Stiefel v. Schick, 398

S.E. 2d 194, 196 (Ga. 1990); Richard C Tinney, Annotation,

Sufficiency of Showi ng of Actual Danmamges to Support Award of

Puni ti ve DamagesCMdern Cases, 40 A L.R 4th 11, 39 (1985)

(col l ecting cases).

An exam nation of the rationales behind these opposing rul es
denonstrates the superiority of the former formnulation. Because
t he purposes of punitive awards are to puni sh and deter, the nost
i nportant factor to consider when contenplating their
appropriateness is the severity of the wongdoer's actions. See
Keehr, 825 F.2d at 141. A respected commentator, in criticizing
the rule requiring a showi ng of conpensatory damages before
punitive danages are allowed, has noted that "[t] he absence of
recover abl e conpensat ory danagesCactual, presuned or
ot herwi seCdoes not seemto have nuch bearing on the propriety of
a punitive award." 1 Dobbs, supra, 8§ 3.11(10), at 515. \What
matters nost is whether the defendant's actions merit punishnent,
not whether the plaintiff is able to calculate |arge nmateri al
damages. See Keehr, 825 F.2d at 141 ("[T] he appropri ateness of a
punitive danage award is determ ned by the degree of the
def endant's m sconduct rather than by the anobunt of conpensatory
damages awarded. ™).

Such a fornul ation of the rule, however, does not relieve a
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plaintiff fromproving a valid claim The actual damage required
for the award of punitive danmages can be denonstrated by
establishing a legal injury that results in a valid cause of
action. See 1 Dobbs, supra, § 3.11(10), at 515. Wiere a
plaintiff alleges, as Ross-Sinons does here, that the injury
caused by the defendant is incapable of cal cul ation, but
significant nonethel ess, the need for punitive danmages is all the
nore evident. See 1 id. 8 3.11(10), at 516 ("[I]f the

def endant’'s conduct otherwi se warrants punitive liability, the
need for punishment or deterrence may be increased by reason of
the very fact that the defendant will have no liability for
conpensat ory damages.").

Application of the rule advocated by defendant is underm ned
by an exami nation of the typical rationale cited in its defense.
In several states that reject the adequacy of nom nal damages as
a basis for an award of punitive damages, the courts have offered
as a rationale the "ratio rule" followed in those states. See
Keehr, 825 F.2d at 140. Under the "ratio rule,” punitive damages
must be in some reasonabl e proportion to conpensatory damages.
Beginning with that maxim "it is but a short and logical step to
[require] . . . conpensatory danages as a prerequisite for any

award of punitive damages.” Newton v. Yates, 353 N E. 2d 485, 491

(I'nd. C. App. 1976).
This rationale, however, is inapplicable to the |aw of
punitive damages in Rhode Island. As this Court has expl ai ned:

"Rhode Island | aw does not require that punitive damages be
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directly proportional to conpensatory danages.” North Atlantic

Fishing, Inc., 153 B.R at 614; cf. 1 Dobbs, supra, § 3.11(11),

at 519 (criticizing the "ratio rule” as "in direct conflict with
the punitive purpose of the award" of punitive damages and
"equally in conflict with the deterrent purposes of the award").
Appropriate factors for consideration in determ ning the anount
of punitive danmages include the financial condition of the

def endant and the need for deterrence and puni shnment. See
Pal mi sano, 624 A 2d at 318-19. Although punitive damages nust
not be excessive, under Rhode Island |aw the trier of fact is not
restrained by a ratio of conpensatory danages in cal cul ating
exenpl ary danages.

The significance of the "ratio rule" as a rationale for the
requi renent of conpensatory damages was illustrated by the United
States Court of Appeals for the Seventh Circuit in Keehr.
Applying Indiana | aw, the Court of Appeals held that when the
Suprene Court of I|ndiana abandoned the "ratio rule" it also
elimnated the rationale for requiring conpensatory danmages for a
punitive danages award. See Keehr, 825 F.2d at 140-41. The
Court then decided that hol di ng nom nal danages sufficient to
support an award of punitive danmages was consistent with the
deterrent and puni shment goals of exenplary damages. See id. at
141.

In Rhode Island, the "ratio rule” holds no sway. There is
no reason under the principles of punitive damages | aw,

therefore, to require a plaintiff to show nore than a valid | ega
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injury, supported by an award of at |east nom nal damages, in
order to recover an award of punitive damages. This concl usion
puts to rest defendant's chall enge of the request for punitive
damages on the claimfor tortious interference with business
rel ati onshi ps.

A second question awaits with regard to the contract and
breach of the covenant of good faith clainms. Defendant
chal l enges the availability of punitive damages for breach of
contract clains. Plaintiffs' claimfor breach of the covenant of
good faith and fair dealing is also inplicated by this attack
since the Rhode Island Supreme Court has stated that the breach
of this covenant inplied in every contract gives rise only to a
contract claimand not an independent tort cause of action. See

A.A. A, Pool Serv. & Supply, Inc. v. Aetna Cas. & Sur. Co., 395

A .2d 724, 726 (R 1. 1978); see also Fleet Nat'l Bank v. Liuzzo,

766 F. Supp. 61, 67 (D.R 1. 1991). Therefore, the determ nation
of the availability of punitive danmages for the two breach of
contract counts will settle the question for the breach of
covenant claimas well.

This Court's inquiry into this question is two-fold. First,
may punitive damages ever be awarded for breaches of contract
under Rhode Island |law? Second, if such a renedy is avail abl e,
what nust a plaintiff denonstrate to neet a threshold inquiry
into the availability of this remedy in a particular case? This
Court concludes that punitive damages are not available in

actions to recover damages for breach of contract except where
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the breach al so constitutes an i ndependent tort.
The traditional common | aw rul e prohibited punitive danage
awards in a sinple breach of contract action. See 5 Arthur

Linton Corbin, Corbin on Contracts 8§ 1077, at 437-39 (1964); 3

Dobbs, supra, 8 12.5(2), at 117; 3 E. Allan Farnsworth,
Farnsworth on Contracts § 12.8, at 189-90 (1990); 1 Schlueter &

Redden, supra, 8§ 7.0, at 369. Justice Hol nes expl ai ned the
underlying basis for this prohibition: "If a contract is broken
t he neasure of danages generally is the sanme, whatever the cause

of the breach.” dobe Ref. Co. v. Landa Cotton Gl Co., 190 U S.

540, 544 (1903). Conpensation of the injured party for | ost
expect ations, not punishnment of the breaching party, is the well-
known nmeasure of contract damages. See 5 Corbin, supra, 8§ 992,
at 5-7 (stating that the goal of contract damages is to "put the
injured party in as good a position as he would have had if

per formance had been rendered as prom sed”). The Rhode Island
courts have addressed the specific issue of punitive damages in
contract cases only briefly. In the one instance in which the
Rhode Island Suprene Court has directly broached this subject, it
i ndi cated that punitive damages m ght be available only for a
narrow cl ass of actions.

In O Coin v. Wonsocket Inst. Trust Co., 535 A 2d 1263 (R I.

1988), the plaintiff sued his bank for disclosure to a third
party of information regarding his business relationship with the
bank. See id. at 1264. The plaintiff alleged that such

di scl osure constituted a breach of contract by the bank. See id.
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The plaintiff sought nom nal and punitive damages. See id. at
1266. The Suprene Court of Rhode Island declined to determ ne
whet her the plaintiff's cause of action was properly |abeled a
tort or a breach of contract, but nade the follow ng remark
regardi ng the request for punitive damages:

[We note that plaintiff asserts that his action sounds in

contract and observe that nom nal and punitive damages do

not lie in such actions, absent the nobst egregi ous

ci rcunst ances, which we hold as a matter of |aw are not here

present .

Id. at 1266-67.

The clear inplication of the use of the phrase "egregi ous
ci rcunstances” by the O Coin Court is that punitive damges are
avai l abl e only for breaches of contract that al so constitute
i ndependent torts. This result is consistent with the | aw of
other jurisdictions. Many courts that follow the traditional

common | aw rul e recogni ze an exception for independent torts

arising out of a breach of contract. See, e.qg., Ferguson

Transp., Inc. v. North Anerican Van Lines, Inc., 687 So. 2d 821,

822-23 (Fla. 1996); New York Univ. v. Continental Ins. Co., 662

N.E 2d 763, 767 (N.Y. 1995); Twin Cty Fire Ins. Co. v. Davis,

904 S.W2d 663, 665 (Tex. 1995); 1 Schlueter & Redden, supra,
8§ 7.3(A), at 377 (listing cases). The Restatenent (Second) of
Contracts has al so adopted this exception. See Restatenent
(Second) of Contracts 8 355 (1981). "Egregious"” conduct
triggering punitive damage awards in contract cases has been

equated with tort liability by other jurisdictions. See New York

Univ., 662 N E. 2d at 767; Stern Enters. v. Plaza Theatres | and
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1. Inc., 664 N.E. 2d 981, 984 (Chio Ct. App. 1995). Punitive

damages have been awarded when the breach of contract al so
constituted the independent torts of fraud, conversion,
intentional interference with business relationships, and breach
of fiduciary duty. See 1 Schlueter & Redden, supra, 8 7.3(A), at
380 (listing cases).

Ross- Sinons has alleged the tort of intentional interference
wi th business relationships. Applying the independent tort
exception, this Court holds that on this tort claim punitive
damages are avail abl e even though the acts clained to constitute
the tort are also alleged to constitute breach of contract.

Under the traditional conmon |law rule, which this Court adopts,
punitive danages are not avail able for defendant's all eged breach
of contract or for defendant's all eged breach of the covenant of
good faith and fair dealing because those violations do not give
rise to i ndependent torts.

CONCLUSI ON

For the forgoing reasons, defendant's notion for sumrary
judgnment is denied, as is defendant's notion to strike.
Def endant's notion to dismss Count VI is granted. Defendant's
notion to dismss the punitive danmages cl ainms contained in Counts
I, I'l, and Ill is granted. Defendant's notion to dismss the
punitive damages claimcontained in Count 1V is deni ed.

It is so ordered.

Ronal d R Lagueux
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