UNI TED STATES DI STRI CT COURT
FOR THE DI STRI CT OF RHODE | SLAND

RONALD D. RUSSO,

Pl ai ntiff,

V. C. A. No. 03-519L
BALLARD MEDI CAL PRODUCTS,

Kl MBERLY- CLARK WORLDW DE, | NC.,
and KI MBERLY- CLARK CORPORATI ON

N N N N N N N N N N N N N

Def endant s.

DECI SI ON AND ORDER

Ronal d R Lagueux, Senior United States District Judge

This matter comes before the Court on the notion of
Def endants Ball ard Medi cal Products, Kinberly-Cark Wrl dw de,
Inc., and Kinberly-C ark Corporation (collectively “Defendants”)
to dismss the Conplaint for inproper venue and failure to state
a clai mupon which relief can be granted.! The issue at the

heart of this matter, is whether the forum sel ection clause
contained in a Confidential Disclosure Agreenment (”Agreenent”)

bet ween Russo (“Plaintiff”) and Defendant Ballard Medi cal

'The Motion to Dismss also contains argunent that this Court
| acks personal jurisdiction over Defendants. Defendants have since
withdrawn this claim it is therefore no | onger before this Court and
is not a part of this decision.

Because this Court has concluded that transfer is the nost
appropri ate renedy, Defendants’ 12(b)(6) notion is not the subject of
this ruling.



Products (“Ballard”), requires the venue of Russo’'s theft of idea
conplaint to be Salt Lake Cty, Utah. Upon review of the
parties’ arguments, and in light of the factual circunstances as
they are alleged in the pleadings, this Court concludes that the
forum sel ection clause contained in the Agreenent does indeed
apply to Russo’s claim is reasonable and shoul d be enforced.
Therefore, in the interest of justice and for the reasons set-
forth below, this Court hereby transfers this matter to the
Unites States District Court, for the District of U ah, pursuant
to 28 U.S.C. § 1406(a)-?>.

BACKGROUND

For purposes of this decision and order alone, the facts, as
all eged by the parties in the pleadings are as follows: Plaintiff
is a nmedical design consultant engaged in the business of
desi gni ng nedi cal devices for use by nedical professionals and
hospitals. Ballard is a maker of nedical devices, based and
incorporated in Draper, Uah while the Kinberley-d ark

def endants, al so nedi cal device manufacturers, who are invol ved

2 Section 1406(a)(2004) provides:

The district court of a district in which is filed a case |aying
venue in the wong division or district shall dismss, or if it
be in the interest of justice, transfer such case to any district
or division in which it could have been brought. (Enphasis

added) .




in this action as successors to Ballard® are incorporated in
Del awar e and have principal places of business in Wsconsin and
Ceorgi a.

On August 1, 1996, Plaintiff filed an application in the
United States Patent O fice on a nedical device, specifically, a
two-part closed tracheal suction system The system was
ultimately patented as patent nunber 5,775,325 (the “‘ 325
patent”). The system was apparently quite innovative and provided
for a closed nethod of introducing a suction tube (for renoval of
mucous fromthe airways of assisted-breathing patients) through
t he endotracheal tube into the bronchial area so as to keep the
patient’s airways clear. The design was unique in that it
permtted the extended use of the system beyond the twenty-four-
hour use imt of existing comercially avail able closed tracheal
suction systens.

According to the Conplaint, prior to issuance of the ‘325
patent, Plaintiff contacted Ballard for the purposes of having it
eval uate the potential commercialization of his invention.

Toward this end, Plaintiff disclosed certain confidential
information to Ballard, subject to the terns of the Agreenent.
The Agreenent defines confidential information as

“...all disclosures of information relating to the

SAccording to Plaintiff, the Kinberley-dark defendants are
i abl e because the patent at issue was assigned to themvia their 1999
acqui sition of Ballard. Defendants dispute this allegation.
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I nventions furnished to Ballard by Russo which are

di scl osed in a tangi bl e nmedi um of expressi on and mar ked

“confidential”, with the exception of the follw ng:

(a) information that is nowin the public domain
or subsequently enters public domain wi thout fault on
Bal lard’ s part;

(b) information that is already known to Ballard
or in Ballard s | awful possession or independently
devel oped by Ball ard; and

(c) information that Ballard |awfully receives
fromany third party not known or reasonably expected

to be under a legal obligation to Russo to keep such

i nformati on confidential.

The Agreenent further requires that Ballard destroy al
confidential information that Plaintiff supplied to it within
si xty days of the date of the Agreenent. Most inportantly to the
instant notion, the Agreenent specifies that “[a]ny action under
this Agreenent may be filed and maintained only in state or
federal courts located within Salt Lake County, State of Ut ah,
and all parties hereby submt to the jurisdiction of such
courts.”

In late April, 1998, subsequent to signing the Agreenent,
Plaintiff met with representatives of Ballard in New York City.
At that nmeeting, in explaining his device to Ballard's
representatives, Plaintiff presented themw th three draw ngs
outlining the specific details and advantages of the ‘325 patent.
In response to questions fromBallard s representatives,
Plaintiff produced a fourth drawi ng which was a re-draft of the
sanme device show ng an additional catheter w per and an aperture

in the valve to inprove catheter cleaning. The Ballard



representatives inquired as to whether the inprovenents shown and
described in the fourth drawing were part of the ‘325 patent and
Plaintiff responded that they were not. Ballard's
representatives asked for and received a copy of the fourth

dr awi ng.

The negotiations between Plaintiff and Ballard eventually
broke down, and did not result in a |licensing agreenent between
the parties. On Septenber 21, 1998, Ballard filed a U S. patent
appl i cation nunber 09/ 157/605 on a closed tracheal suction
cat heter apparatus. The application and acconpanying material s
failed to disclose Plaintiff’s ‘325 patent. Ballard' s initial
patent application was rejected, but it filed a subsequent
application, nunbered 09/357/591 and entitled “Continuation in
part of application 09/157/605 filed on Septenber 21, 1998".
Bal |l ard’ s second application was successful, and patent nunber
6,227,200 (the “* 200 patent”)was issued to Ballard on May 8,
2001.

Plaintiff alleges that Ballard inproperly incorporated
information that he disclosed at the April 1998 neeting into
Ball ard’s own patent applications eventually resulting in the
acquisition of the ‘200 patent. Plaintiff notes that Ballard s
successful application also failed to identify the ‘325 patent as
prior art, and failed to credit Plaintiff for information that

was included as part of the ‘200 patent application.



Plaintiff filed suit against Ballard on Cctober 23, 2003, in
Rhode | sl and Superior Court for (1) breach of inplied covenant of
good faith and fair dealing; (2) prom ssory estoppel; (3) unjust
enrichment; (4) unlawful conversion, and; (5) violations of the
Rhode |sland Trade Secret Act®. The case was renpved to this
Court.

VENUE

Def endants contend that the Conplaint nmust be dism ssed or
the case transferred because the parties had previously
contracted to resol ve any disputes between them arising out of
the Agreenent, in Salt Lake County, Uah. Plaintiff clains,
however, that the subject matter of this dispute does not fal
within the scope of the Governing Law (forum sel ection) cl ause of
t he Agreenent.

(1) Subject Matter of D spute

To enforce a forum selection clause, a court nust first
determ ne that the subject matter of the dispute is one that is

contenpl ated under the applicable clause. Pascalides v. lrwin

Yacht Sales North, Inc., 118 F.R D. 298, 301-301 (D.R I. 1988).

In the instant matter, Plaintiff asserts that by its nature, the
di sagreenent is not enconpassed within the | anguage of the forum

selection clause. Indeed, Plaintiff argues that: (1) the

‘Rhode |sland General Laws 88 6-41-1 - 6-41-11 (1956), as
anmended (2004).



Agreenent ceased to apply once the Two Part C osed Tracheal
Suction System was patented and the ‘325 patent issued,
(2)draw ngs one through four had not been created when the
Agreenment was signed, and, therefore, were not intended to fal
wi thin the purview of the Agreenent, and; (3) the additional
(fourth) drawing given to Ballard by Plaintiff at the neeting
does not fall within the definition of “inventions” as that term
is defined in the Agreenent because it does not relate to the Two
Part C osed Tracheal Suction System

Plaintiff’s conplaint seeks damages from Defendants for
contract-related tort clains arising fromthe exchange of
information that took place at the April, 1998 neeting between
the parties. Ballard drafted and Plaintiff signed the Agreenent
in anticipation of the neeting, and, pursuant to its ternms,
Plaintiff marked all of the draw ngs, including the ones at issue
as “confidential”. According to the Agreenent, the forum
selection clause applies to “...[a]lny action under [it]...".

Despite Plaintiff’s clains to the contrary, the evidence
points in one direction only, i.e. that the clause was intended
to apply to all clainms arising out of the exchange of information
that took place at the April, 1998 neeting. Regardl ess of how
Plaintiff characterizes his causes of action, it is clear that
this is an idea theft case and Plaintiff’s main claimagainst

Ballard is that said theft resulted in a violation of the very



Agreenent at issue on this notion.

Pursuant to the Agreenent, Ballard was obligated to use the
information it received fromPlaintiff for the sol e purpose of
eval uating the comrercial viability of Plaintiff’s designs. When
the parties could not reach an agreenent regarding Ballard s use
of Plaintiff’s designs, Ballard was required to destroy al
confidential information (including the additional drawings) with
t he exception of one copy that was to be retained for Ballard' s
records. Therefore, at its very core, Plaintiff’s claimis that
Ballard violated the provisions of the Agreenent by using his
proprietary information in its own patent applications and
products.

As this Court has held in the past:

| f forum sel ection clauses are to be enforced as a

matter of public policy, that same public policy

requires that they not be defeated by artful pleading

of clains such as negligent design, breach of inplied
warranty, or m srepresentation.

Pascal i des, 118 F.R D at 302 (quoting Coastal Steel Corp. v.

Ti | ghman Wheel abrator Ltd., 709 F.2d 190, 197 (3rd G r. 1983)).

Thus, this Court concludes that the forum sel ection clause
in this case applies to the subject matter of this litigation.

(2) Reasonabl eness of Enforcenent

Next, this Court nust determ ne whether or not the
enforcement of the forum selection clause is reasonable. 1In the

past, a forum sel ection clause was per _se invalid on the grounds



that it attenpted to oust a court of its jurisdiction. However,
since that tinme, the Suprenme Court has held that the correct
approach is to specifically enforce the forum sel ection cl ause
unl ess the party opposing enforceability clearly shows that
enforcenent woul d be unreasonabl e, unjust, or that the clause

itself was rendered invalid by reason of fraud. M S Brenen v.

Zapata O f-Shore Co., 407 U. S. 1, 15 (1972).

Since 1972 this Court and others have had frequent occasion
to review the reasonabl eness of forum sel ections clauses and, in
so doi ng, have considered a variety of factors to determ ne

r easonabl eness under Brenen. In D Antuono v. CCH Conput ax

Systens, Inc., 570 F. Supp. 708 (D.R 1. 1983), then D strict

Judge Bruce M Selya, identified a series of factors to aid
courts in deciding whether or not to enforce a given forum
sel ection cl ause. Pursuant to D Antuono, this Court identified

and applied the nine factors in Pascalides® and these sane

factors are relevant here. They are:

(1) The identity of the |l aw that governs the
construction of the contract.

(2) The place of execution of the contract.

(3) The place where the transactions are to be perforned.
(4) The availability of renmedies in the designated forum
(5) The public policy of the initial forum state.

(6) Location of the parties, the conveni ence of
prospective wi tnesses, and the accessibility of evidence.
(7) The relative bargaining power of the parties and

the circunstances surroundi ng their dealings.

(8) The presence or absence of fraud, undue influence
(or other extenuating) circunstances.

°118 F. R D at 302.



(9) The conduct of the parties.
Id. (quoting D Antuono, 570 F. Supp. at 712).

O course, each factor is inportant, but there are no set
rules for their application. Rather, the totality of the
ci rcunst ances, coupled with the interests of justice nust

control. 1d. (quoting D Antunono, 570 F. Supp. at 712. As this

Court has noted, it is the party opposing the enforcenent of the
forum sel ection clause that nust provide the Court wth evidence
that application of the clause would be unreasonable 1d. No such
evi dence has been offered here, and this Court concludes that a
sinpl e application of the reasonabl eness factors as |isted above
quite clearly bears this out.

For exanple, none of the first four factors, taken either
individually, or as a whole convince this Court that the forum
sel ection clause is unreasonable. Under the clear |anguage of
the Agreenent, Utah | aw governs the construction and
interpretation of the contract. The Agreenent itself was
executed between Plaintiff and Ballard, presumably via mail or
telefax, and neither party clains that the actual place of
execution nust have been Rhode Island or any other jurisdiction
outside of Uah. Plaintiff does not point to any specific |ocale
where the origin of Ballard s all eged bad acts occurred. The
actual transaction at issue took place in New York; neither party
asserts that New York |aw nust be applied. Moreover, neither

party argues that |awful remedi es are unavailable in Utah or that

10



the public policy of Rhode Island is at issue here.

Next, as in the past, this Court considers the conveni ence
factors and notes that the parties, in consenting to the Utah
forum have in effect subordinated their convenience to the

bargain. See e.g. Pascalides, 118 F.R D at 303. Wile Plaintiff

will have to travel to Uah for trial in the chosen forum such a
journey was apparently wthin the contenplation of the parties
when the bargain was struck. Id. “Plaintiff cannot be heard to
conpl ai n about inconveniences resulting froman agreenent (he)
freely entered into." 1d. (quoting D Antuono, 570 F. Supp. at
713).

The factors enconpassing the conveni ences of the w tnesses
and accessibility of evidence deserve independent consideration.
The operative conplaint alleges (1) breach of inplied covenant of
good faith and fair dealing; (2) prom ssory estoppel; (3) unjust
enrichment; (4) unlawful conversion, and; (5) violations of the
Rhode Island Trade Secret Act. The witnesses involved in the
eval uation, devel opnent, patent application and event ual
manuf acture of the device at issue and all critical wtnesses are
in UWah at Ballard' s principal place of business. Additionally,
whet her the all eged bad acts occurred in New York at the Apri
1998 neeting, or at a |later date -perhaps even at Ballard s Utah
of fi ces- such considerations seem|ess inportant given the nature
of this particular case. In any event, in cases where no forumis

whol | y conveni ent (or wholly obvious), a forum sel ection clause
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can and should tip the scales. Pascalides, 118 F.R D at 303

(quoting D Antuono, 570 F. Supp. at 714).

The final three reasonabl eness factors involve the
rel ati onship between the Plaintiff and Ballard and their behavior
during the time-period at issue. In this case none of three | ead
this Court to question the reasonabl eness of the forum sel ection
cl ause. The negotiations culmnating in the execution of the
Agreenent were at arns length (there are no allegations to the
contrary), and Plaintiff is a sophisticated and successf ul
medi cal devi ce designer and consultant. Moreover, nothing in the
record suggests that Ballard coerced Plaintiff into signing the
agreenent or that Plaintiff grudgingly acceded to a forum
desi gnation demand. On the contrary, there are all egations that
the Agreenent was drafted and entered into at Plaintiff’s urging.
Lastly, Plaintiff does not allege, nor do the facts suggests the
exi stence of fraud or undue influence at the tinme the Agreenent
was drafted and signed.

After considering all the relevant factors, this Court
concl udes that the forum sel ection clause agreed to by the
parties is reasonable and appropriate in this particular matter.
Therefore, under Brenen, and its nore | ocal progeny, this Court
hol ds that, pursuant to the Agreenent, proper venue for
resolution of this matter is in Salt Lake City, U ah.

TRANSFER

As noted above, having upheld the forum sel ection cl ause,

12



this Court finds that in the interest of justice transfer of this
matter to Utah pursuant to 28 U S.C. 8§ 1406(a) is nost

appropriate. Janko v. Qutboard Marine Corp., 605 F. Supp 51 (WD

Okl a. 1985) (hol di ng that when action arising under contract
contai ni ng venue selection clause is filed in court other than
that specified in clause, case will be transferred to forum

sel ected by contract unless venue selection clause is

unr easonabl e and unjust or invalid due to fraud or overreaching),

See also Hoffrman v. Burroughs Corp., 571 F. Supp. 545, 551 (N.D

Tex. 1982) (hol ding that transfer nost appropriate under 28 U S. C
8§ 1406(a)).

Wiile “the interest of justice” is |less than the clearest of
standards, all of the traditional factors are at play here.
Transfer, rather than dism ssal provides all parties with an
opportunity for a speedy resolution of the matter. Transfer
prevents Plaintiff fromfacing unnecessary statute of limtation
i ssues, and lastly, transfer rather than dism ssal provides for a

nmore efficient use of judicial resources. See Goldlaw, Inc. V.

Hei man, 369 U. S. 463, 466-67(1962) (hol ding that purpose of
transfer is "that of renoving whatever obstacles may inpede an
expedi tious and orderly adjudication of cases and controversies

on their merits").

CONCLUSI ON

For the foregoing reasons, this matter is hereby transferred

to the United States District Court, for the District of Utah.
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It is so ordered:

Ronal d R Lagueux
Seni or Judge
January , 2005
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