INTHE UNITED STATESDISTRICT COURT
FOR THE DISTRICT OF KANSAS
SCHOOL-LINK TECHNOLOGIES, INC,,
Plaintiff,
V. Case No. 05-2485-JWL
APPLIED RESOURCES, INC,,

Defendant.

MEMORANDUM AND ORDER

In this lavauit plantiff School-Link Technologies, Inc. dleges that defendant Applied
Resources, Inc. wrongfully used School-Link's proprietary and trade secret information.
School-Link origindly filed this lawsuit in the United States Didtrict Court for the Centra
Didrict of Cdifornia and the Cdifornia court transferred the case to this court® This matter
comes before the court on two related motions (docs. #31 & 35) in which School-Link asks
the court to enforce a forum selection clause and transfer this case back to the Central District
of Cdifornia For the reasons explained below, the court will transfer this case back to the

Centra Didrict of Cdifornia

1 Applied Resources moation to dismiss (doc. #5) was rendered moot by the Cdifornia
court’'s ruling in which it transferred the case to this court in lieu of granting the motion to
dismiss. The clerk isdirected to terminate this pending motion.




BACKGROUND

The higory of the parties dispute concerning the venue of this case begins with a
rdlated case that was dready pending in this didrict, School-Link Technologies, Inc. v.
Applied Resources, Inc.,, Case No. 05-2088-JWL (the ‘2088 case), at the time School-Link
filed the current lawsuit in the Centrad Didrict of Cdifornia Detals concerning the
allegations and clams asserted in the ‘2088 case are discussed in a Memorandum and Order
in that case dated July 1, 2005. See generally School-Link Techs., Inc. v. Applies Res,, Inc.,
Case No. 05-2088-JWL, 2005 WL 1799259, a *1-*7 (D. Kan. July 1, 2005). Briefly
summarized, the parties dispute in that case arises from an arrangement whereby Applied
Resources supplied School-Link with personal access devices (PADs) and kiosks.  Applied
Resources dlegedly delivered most of the goods but then suddenly hdted ddivery on goods
for which School-Link dlegedly aready had paid. Applied Resources asserted counterclams
in which it dleged that it supplied kiosks to enable School-Link to bid on a large contract with
the New York City Depatment of Education, but that when School-Link obtained the contract
it reneged on its promise to use Applied Resources to supply the kiosks for the contract.
School-Link asserted three dams against Applied Resources and Applied Resources asserted
five counterdlams againg School-Link.  Applied Resources fifth counterclam dleged that
School-Link breached a Non-Disclosure and Confidentidity Agreement when it used Applied
Resources proprietary information to obtain the contract with the New York City Department
of Education. The court held that Applied Resources fifth counterclam (and only that claim)

was subject to a vdid, enforceable, and mandatory forum sdection clause which required dl




dams aigng from the Non-Disclosure and Confidentidity Agreement to be brought in Los
Angeles, California. Id. a *3. School-Link had asked the court to transfer the entire case to
Cdifornia soldy on the bass of the parties choice of forum with respect to the fifth
counterclam. Despite the enforceable forum sdection clause as to the fifth counterclam, the
court denied the motion to transfer because the forum sdection clause involved such a smal
aspect of the litigation and nether severance of that daim nor transfer of the entire case were
warranted. Id. a *4-*6. In 0 ruling, the court noted that School-Link was arguably entitled
to dismissa of Applied Resources fifth counterdlam, but that the only rdief School-Link was
seeking at that time was trandfer, not dimisd. Id. a *2 n.l. Weeks later on July 26, 2005,
School-Link filed a motion asking the court to dismiss Applied Resources fifth counterdam
based on the forum selection clause.

Meanwhile, while School-Link's motion to dismiss Applied Resources  fifth
counterclam was pending in this court and before this court’s ruing on that motion, School-
Link filed this separate lawsuit againgt Applied Resources in the Centrd Didrict of Cdifornia
on June 30, 2005. School-Link’s complaint in this lawsuit alleges that before the parties
commenced discussons about Applied Resources serving as a vendor for certain custom
School-Link components, they entered into a Non-Disclosure and Confidentidity Agreement
in which Applied Resources promised to keep School-Link’s proprietary information drictly
confidentid and to refran from ugng tha information other than for School-Link's benefit.
During the course of their dealings, School-Link provided Applied Resources with access to

its trade secret information.  School-Link aleges that Applied Resources sole its idess,
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desgn, and know-how; used its proprietary information to build and launch its own product
line and misappropriated School-Link's confidentid information by contacting and soliciting
School-Link’s customers and prospective customers.  School-Link asserts three clams against
Applied Resources. (Count 1) breach of Non-Disclosure and Confidentidity Agreement; (I1)
tortious interference with contractual rights and prospective economic expectancies, and (l11)
misappropriation of trade secrets.

On August 1, 2005, Applied Resources filed a motion to dismiss School-Link’s case
in Cdifornia on the grounds that School-Link's dams congtituted compulsory counterclams
which were required to be prosecuted, if a dl, in the firg-filed ‘2088 case in Kansas. Applied
Resources argued that this court had denied School-Link’s motion to transfer Applied
Resources  fifth counterdam to Cdifornia and accused School-Link of attempting to
improperly drcumvent this court’s ruling denying School-Link’s transfer request. The minutes
from a hearing on the motion to dismiss on September 6, 2005, reflect that the judge in the
Cdifornia case ruled that in lieu of granting the motion to dismiss he was sua sponte ordering
the case transferred to this court. This ruling was eventudly memoridized in a written order
dated October 14, 2005. In that order, the California district court ordered that the case be
transferred to this court and assgned to “Hon. Lungstrum and/or the same Didtrict Court judge
presiding over the related pending action” in Kansss.

Tumning back to the related, ‘2088 case which was origindly filed in this court, on
September 16, 2005, this court issued a Memorandum and Order which granted School-Link’s

motion to dismiss Allied Resources fifth counterclam. See generally School-Link Techs.,
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Inc. v. Applied Res,, Inc., Case No. 05-2088-JWL, 2005 WL 2269182, at *1-*3 (D. Kan. Sept.
16, 2005). In so ruling, the court emphasized that its prior order

only addressed the issue of the propriety of transfer due to the forum sdection

clause. . . . Additiondly, the court wishes to daify that its prior order was not

intended to suggest that this court believes that al of the parties clams should

be decided here. The current posture of the case is soldy attributable to the fact

that School-Link previoudy moved to transfer, not dismiss, Applied Resources

fifth counterclam. The paties are advised that, if the Cdlifornia case is

ultimatdy transferred to this court, on motion from ether party the court would

likdy transfer any aspects of that case that are subject to the forum selection

clause back to Cdifornia
Id. a *2 (emphagisin origind; footnote omitted).

On November 16, 2005, this court received the transfer of this case from the Cdlifornia
court and the clerk’s office assgned the case to the Hon. Carlos Murguia, U.S. District Judge.
On January 9, 2006, Applied Resources filed an answer to School-Link’s complaint and
asserted a counterdam which appears to be identicd to the fifth counterclam that was
origindly asserted in the ‘2088 case and which the court dismissed pursuant to the mandatory
forum sdlection clause.

On January 11, 2006, School-Link filed a motion to consolidate the two cases “for
pretrid venue determingion” or, in the dternative, to transfer the case that was origindly filed
in Califomia back to Cdifornia (doc. #31). In this motion, School-Link Sates that it is asking
the court to consolidate this case with the ‘2088 case “for the limited purpose of expediting
transfer to . . . Cdifornia” School-Link dates that it is seeking consolidation solely for the

limited purpose of facilitating the transfer of this case to the Centra Digtrict of Cdifornia and

that it is not requesting consolidation of the case for trid or discovery. Without actudly ruling
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on this pending motion, Judge Murguia issued an order reassgning this case to the undersigned
judge on February 17, 2006. Applied Resources did not file a response to the pending motion
and the motion is now at issue. To daify the record regarding this motion, it is denied in its
entirety. It is denied insofar as School-Link seeks consolidation of the two cases for a pretrid
venue determination because consolidation is not necessary and would unnecessarily
complicate the record in the two cases. The court can and will consder the record in the
‘2088 case to the extent that it is relevant without consolidating the two cases. And, to the
extent that School-Link seeks transfer of this case to the Centrd Didrict of Cdifornia, the
motion is denied because this relatively brief and conclusory motion does not establish that
trander is warranted and, in any event, this aspect of the motion is rendered moot by the
court’s granting of Schoal-Link’s later-filed motion to transfer, discussed as follows.

On February 28, 2006, School-Link filed another motion to transfer this action back
to the Centra Didrict of Cdifornia (doc. #35). Therein, School-Link argues that the court
should enforce the mandatory forum sdlection clause requiring the cams in this lawsuit to be

brought in Los Angdles, Cdifornia

DISCUSSION
As a threshold matter, the court notes that the Cdifornia court's decision to transfer
the case is the law of the case. Under this doctrine, “when a court decides upon a rule of law,
that decison should continue to govern the same issues in subsequent stages in the same case.”

Arizona v. California, 460 U.S. 605, 618 (1983). The principle is particularly applicable to




decisons regarding the transfer of a case from one federa court to another. Christianson v.
Colt Indus. Operating Corp., 486 U.S. 800, 816 (1988). Otherwise, if a transferee court were
free to revigt the trander decison of a coordinate court, it would threaten to send litigants
into “a vidous drde of litigaion” 1d. Consequently, the transferee court ordinarily should
not reevduate the transferor court's transfer order. Chrysler Credit Corp. v. Country
Chrysler, Inc., 928 F.2d 1509, 1516 (10th Cir. 1991). The transferee court may, however,
recondder the transferor court’s transfer order if the governing lav has been changed by a
subsequent decision of a higher court, when new evidence becomes avalable, when a clear
error has been committed, to prevent manifest injudice, id., or if circumstances change so as
to warat retransfer, see Koehring Co. v. Hyde Constr. Co., 382 U.S. 362, 365 (1966)
(noting the parties could apply for retransfer based on “changed conditions’); see also 15
Charles Alan Wright et a., Federa Practice & Procedure § 3846, at 361-62 (2d ed. 1986) (“A
motion to retransfer is perfectly appropriate . . . on ashowing of changed circumstances.”).

In this case, changed circumstances warrant reconsideration of whether this case should
proceed in this court or in the Central Didrict of California Changed circumstances warrant
retransfer when “unanticipaeble pod-transfer events frustrate the origind purpose for
transfer.” In re Cragar Indus, Inc.,, 706 F.2d 503, 505 (5th Cir. 1983). When this occurs,
reconsideration of the transfer order does not place the transferee court in the postion of
reviewing the transferor court’s decison. See id. Instead, it smply represents “a decison that
the case then is better tried in the origind forum for reasons which became known dter the

origind transfer order.” 1d. (emphass in origind). Although the record does not reflect the




rationde for the Cdifornia didrict court’'s transfer order, the only plausble judification for
its decison was tha the dams School-Link asserted in this case were compulsory
counterdaims to Applied Resources fifth counterdaim which was a tha time? pending in the
2088 case in this court and that Applied Resources fifth counterclam in the ‘2088 case was
the fird filed as among the parties clams relating to the Non-Disclosure and Confidentidity
Agreement.  Applied Resources had argued in the motion to dismiss that it filed in the
Cdifornia digrict court that School-Link’'s dams in this case are compulsory counterclams
to Applied Resources fifth counterclam which was a that time pending in the ‘2088 case
because dl of the clams arose out of the same transaction or occurrence; they all arose from
dleged breaches of the Non-Disclosure and Confidentidity Agreement and involved
dlegaions of misappropriation of trade secrets or other proprietary information. Because
Applied Resources fifth counterclam was the fird-filed among the parties clams pertaning
to the Non-Disclosure and Confidentidity Agreement, the Cdifornia district court must have
elected to goply the firg-to-file rue and dlow the dams to proceed in Kansas. But this court
subsequently dismissed the fifth counterclam in the ‘2088 case, thus undercutting the original

purpose of the transfer because there is no longer a “fird-filed” clam pending in the ‘2088

2 To be sure, the counterdaim was ill pending at the time the Cdifornia district court
ua sponte ruled that it would transfer the case in lieu of granting Applied Resources motion
to dismiss This court then dismissed the fifth counterclam from the ‘2088 case before the
Cdifornia didrict court entered its written order trandferring the case. It appears, however,
that the written order, which condsted only of the judge sgning off on the parties proposed
order, amply served to memoridize the ora ruling that the judge had aready issued while the
fifth counterdlam was gtill pending in the * 2088 case in this court.
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case. Thus, this court will consder anew the issue of whether this case should proceed in this
court or the Centrdl Digtrict of Cdifornia

A motion to transfer to a more convenient forum is governed by 28 U.S.C. § 1404(a),
which provides. “For the convenience of the parties and witnesses, in the interest of justice,
a didrict court may transfer any civil action to any other didtrict or divison where it might
have been brought” Id. A vdid and gpplicable forum sdection clause is “a dgnificant factor
that figures centrdly in the didrict court's cdculus’ in evdudaing a motion to trander.
Sewart, 487 U.S. at 29; accord Terra Int'l, Inc. v. Mississippi Chem. Corp., 119 F.3d 688,
697 (8th Cir. 1997). The forum sdection clause a issue in this case is contained in the Non-
Disclosure and Confidentidity Agreement. It provides that “[alny and dl actions, clams or
lawsuits aridng from this Agreement are to be brought in Los Angeles, Cdifornia” Just as this
court decided in the ‘2088 case, the court finds that this forum selection clause is mandatory
rather than permissve.  “Mandatory forum sdection clauses contan cear language showing
that juridiction is appropriate only in the desgnated forum” whereas “permissve forum
sdection clauses authorize juridiction in a desgnated forum, but do not prohibit litigation
dsawhere” K & V Sientific Co. v. Bayerische Motoren Werke Aktiengesellschaft (* BMW),
314 F.3d 494, 498 (10th Cir. 2002) (quotations omitted). In this case, the forum sdection
clause contans clear language showing that venue is appropriate only in Cdifornia It dates
“Any and all actions, dams or lawsuits arisng from this Agreement are to be brought in Los
Angdes, Cdifornia” (Emphads added.) The itdicized words are language of exclusvity that

prohibit litigation anywhere other than in Cdifornia  Therefore, this is a mandatory forum




sdection clause. See, eg., Phillips v. Audio Active Ltd., Case No. 05 Civ. 897, 2005 WL
3309652, a *2 (SD.N.Y. Dec. 6, 2005) (dismissing case for improper venue because of
mandatory forum sdection clause dating that “any legad proceedings that may arise out of [the
agreement] are to be brought in England”); Abreu v. Family Shipping & Serv., Case No. 00-
CVv-0284, 2000 WL 516565, a *1-*2 (ED.N.Y. Mar. 6, 2000) (transferring case to New
Jersey based, in part, on enforceable forum sdlection clause stating that “all disputes . . . are
to bebroughtin. .. New Jersey”).

Tuming to the issue of which dams fdl within the scope of the forum sdlection clause,
by its plan languege the clause applies to actions, dams, or lawslits that arise from the Non-
Disclosure and Confidentidity Agreement. All of the clams asserted in this case “arise from”
the Non-Disclosure and Confidentidity Agreement, a least to some degree.  In Count |,
School-Link dleges that Applied Resources breached the agreement. In Count 11, School-Link
dleges that it entrusted Applied Resources with knowledge and details of School-Link's
customers (the Non-Disclosure and Confidentiality Agreement defined *“Proprietary
Information” to indude “customer names and other information related to customers’) and that
Applied Resources cepitdized on this information by attempting to induce School-Link’s
customers to do business with Applied Resources rather than School-Link. In Count I,
School-Link  dleges that Applied Resources misgppropriated School-Link’'s trade secret
information, which is presumably information to which Applied Resources would not have
been alowed access in the absence of the Non-Disclosure and Confidentiaity Agreement.

And, Applied Resources counterclaim, which alleges that School-Link breached the Non-
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Disclosure and Confidentidity Agreement, cdearly arises from that agreement.  Consequently,
dl of the parties clams in this case are subject to the forum selection clause. Applied
Resources noticeably does not argue to the contrary. Consequently, this valid, enforcesble,
and mandatory forum sdection clause weighs heavily in favor of trandfer.

The court must assess the convenience of the forum “given the parties expressed
preference for that venue, and the farness of transfer in lignt of the forum-selection clause
and the parties relative bargaining power.” Sewart, 487 U.S. a 29. A forum sdection clause
“should recaeive neither digpodtive condderation . . . nor no consideration . . . but rather the
consideration for which Congress provided in § 1404(a).” Id. a 31> The court should
consder the following factors in determining whether to transfer a case:

the plaintiff's choice of forum; the accesshility of withesses and other sources

of proof, including the availability of compulsory process to insure attendance

of witnesses, the cost of meking the necessary proof; questions as to the

enforceability of a judgment if one is obtained; relative advantages and obstacles

to a far trid; difficulties that may arise from congested dockets, the posshility

of the exigence of quedions aigng in the area of conflict of laws, the

advantage of having a loca court determine questions of loca law; and, al other

consderations of a practicd nature that make a triad easy, expeditious and
economical.

3 School-Link argues (briefly) that the court should enforce the forum sdection clause
and transfer the case back to California independent of the other § 1404(a) factors. As the
court explained in its prior orders in the ‘2088 case, however, that particular legal standard
gpplies when a party is requesting dismissal of the dams subject to the forum selection
clause. Where, as here, a paty is requesting transfer of the dams subject to the forum
section clause the Supreme Court’'s holding in Stewart v. Ricoh indructs the court to
congder the forum sdection clause adong with weighing the other 8 1404(a) factors. The
court’s prior orders in the ‘2088 case should have made it obvious to School-Link that this
argument has absolutely no merit.
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Chryder Credit Corp., 928 F.2d a 1516 (quotation omitted). The plantiff's choice of forum
shoud rardy be disturbed unless the baance weighs strongly in favor of the movant. Scheidt
v. Klein, 956 F.2d 963, 965 (10th Cir. 1992).

In this case, Applied Resources has not discussed any of the 8§ 1404(a) factors of
convenience and farness. Ingead, Applied Resources asserts three arguments, al of which
are ingppogte because they are premised on its gpparent misunderdanding of the fact that this
case and the ‘2088 case are not consolidated nor have they ever been. For example, Applied
Resources argues that the law of the case doctrine requires the court to deny School-Link’s
motion to trandfer because this court previoudy denied School-Link’s motion to transfer in
the ‘2088 case. Because the cases are not consolidated, however, the court’s previous rulings
in the ‘2088 case are not the law of this case. Furthermore, the logic underlying those rulings
does not goply equdly to this case in which dl of the clams are premised on each party’s
dleged misuse of the other paty’'s confidentid and proprietary information.  Applied
Resources adso contends that School-Link waived the right to enforce the forum selection
clause when it filed suit in this court. But of course School-Link actudly filed this lawsuit in
Cdifornia, not Kansas. And, Applied Resources contends that School-Link is estopped from
seeking to trander the case from the venue it chose  Agan, this argument is misplaced
because School-Link filed this lawsuit in Cdifornia, not this court. Given the weight that must
be given to School-Link's origind choice of forum (the Centrd Didrict of Cdifornia)

combined with the forum selection clause and the absence of any 8§ 1404(a) argument from
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Applied Resources to the contrary, then, the court is persuaded that condderations of

convenience and farness warrant retransfer of this case to the Central Didrict of Cdifornia

IT IS THEREFORE ORDERED BY THE COURT that Haintiff’s Motion to Transfer
Action (doc. #35) is granted. The clerk is directed to retrandfer this case back to the United

States Digtrict Court for the Centrd Didrict of Cdlifornia

IT IS FURTHER ORDERED that Applied Resources Maotion to Dismiss (doc. #5)

which was origindly filed in the Cdlifornia court is denied as moot.

IT IS FURTHER ORDERED tha Fantff’'s Motion to Consolidate for Pretrial Venue
Determination or, in the Alterndive, to Transfer Action (doc. #31) is denied in its entirety, and

in part as moot.

IT ISSO ORDERED this 20th day of April, 2006.

g/ John W. Lunggrum
John W. Lungstrum
United States Digtrict Judge
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