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UNITED STATESDISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

LESAINT LOGISTICS, LLC, an lllinois )

Limited Liability Company )
)
Raintiff, )
) CasdéNo. 14-cv-1761
V. )
) JudgeloanB. Gottschall
ELECTRA BICYCLE COMPANY, LLC, )

a Limited Liability Company, and TREK )
BICYLE CORPORATION )

)

)

Defendants.

MEMORANDUM OPINION & ORDER

Plaintiff LeSaint Logistics, LLC (“LeSaint”) filed a three count amended complaint
against Defendants Electra Bicycle Company, LLC (“Electrat) arek Bicycle Corporation
(“Trek”) (collectively, “Defendants”). LeSairg’claims arise out of Dendants’ alleged breach
of contract, intentional interfence with businesglations, and fraud. Elektra and Trek move to
dismiss all claims brought against them under FédRarke of Civil Procedure 12(b)(6). For the
reasons stated below, the court grangsitiotion in part and denies it in part.

. BACKGOUND

The following facts taken from the amended complaint are accepted as true for the
purposes of ruling on the motion to dismiss now before the court. LeSaintis in the business of
warehousing and logistical managent services. Dkt. 34,  Electra is in the business of
manufacturing and selling consumer productsiuding bicycles and bicycle accessoriéd,

2. On or about February 17, 2009, LeSaint and Egesitered into a contract wherein LeSaint

was to provide warehouse and logistics mewto Electra at LeSaint’s warehousesexchange

! Schedule B to the Master Agreement lists two Wwamse locations (Fontana, CA and Charlotte, NC).
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for payment of certain sums ofoney for a period of thrgeears (“Master Agreement”).
LeSaint alleges that Schedule A of the Mastgreement required Elektra to store between
7,000 and 70,000 units in each of Le$aiwarehouses or facilitiedd., Ex. A.

On or about August 8, 2013, LeSaint and Eleatnaeed to extend the terms of the Master
Agreement through June 30, 2016 by executingAttdendum to Contract and Rate Schedule
(“Addendum”). In addition to incorporating therms of the Master Agreement, the Addendum
included a provision whereby the partiesesgl not to terminate the agreement through
December 31, 2014 (“early-termination provisionldlL, § 5. The Addendum also provided that,
“[a]ter September 30, 2014, early catiation is available with 80-day written notice of early
termination.” Dkt. 34-1, p. 26.

Trek is engaged in the business of manufaogusind selling consumer products. Trek is
alleged to have purchased Electoametime prior to January 7, 200Dkt. 44, p. 2. However,
LeSaint alleges that Trek and Electra begarchase negotiations prior to the August 8, 2013
execution of the Addendum between Electra and LeéSainthe time Trek is alleged to have
purchased Electra, Richard Wells, a represmetaf Electra, contacted LeSaint account
manager Kevin Brown to notify Mr. Brown of tipeirchase and that, asesult, Electra would
be removing its inventory out of theSaint facilities. Dkt. 34, T 29.

LeSaint alleges that, prior to May 1, 20Eectra breached the Addendum and Master
Agreement (collectively, “Agreement”) by depletitige inventory in the LeSaint facilities to less
than 7,000 units. Dkt. 34, § 19. In addition, LieSalleges that Elearand/or Trek breached

the Agreement by removing all of the goodsetioin the LeSaint falities located in

2 Electra and Trek do not contest3aint’s claim that Trek purchasedeEira in their Motion to Dismiss,
Memorandum in Support of their Motion to Dismiss opRén Support of their Motion to Dismiss. However,
Defendants allege that Trek and Electra remain separate corporate entities. Dkt. 39, p. 9.
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Romeoville, lllinois® Finally, LeSaint alleges that, @n about May 31, 2014, Electra and/or
Trek further breached the Agreement by remg\all goods stored ithe LeSaint facilities
located in Fontana, California, thereby terminating the Agreementletiain of the no early
termination provision set forth in Addenddmid.,  21. Electra’s allegkeearly termination of
agreement and Trek’s alleged interference withbusiness relatiom®tween Electra and
LeSaint form the basis of LeSaint’s claims boeach of contract, tortious interference with
business relations, and fraudulent inducement.
. LEGAL STANDARD

To survive a motion to dismiss pursuant tdeR1L2(b)(6), a complaint must “state a claim
to relief that is pusible on its face.’Ashcroft v. Igbal, 556 U.S. 662, 678 (2009)iting Bell Atl.
Corp. v. Twombly, 550 U.S. 544, 570 (2007). A claim satisfies this pleading standard when its
factual allegations “raise right to relief abovéhe speculative level. Twombly, 550 U.S. at
555-56. For the purposes of a motion to dismissgctiurt takes all factdleged by the plaintiff
as true and draws all reasorabiferences from those fadtsthe plaintiff's favor, although
conclusory allegations that merely recite éhements of a claim are not entitled to this
presumption of truthVirnich v. Vorwald, 664 F.3d 206, 212 (7th Cir. 2011). Exhibits attached
to a motion to dismiss are considered part of teagihgs if they are referred to in the complaint
and are central to the claimg/right v. Associated Ins. Companies Inc., 29 F.3d 1244, 1248 (7th

Cir. 1994).

3 Although the Romeoville, lllinois facility is not listed 8thedule B of the Master Agreement, it is listed in the
Addendum.
* Electra does not dispute that it removed its inventony freSaint’s facilities in the manner described by LeSaint.
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1. DISCUSSION

Before addressing the merits of the motioditmiss, the court must first turn to a choice
of law issue that was relatively unaddressed in the parties’ Briéézording to the Master
Agreement executed by LeSaint and Electra, asuié arising out of the agreement “shall be
governed by the laws of the stateGdlifornia without regard to itsonflicts of lawsprinciples.”
Dkt. 34, Ex. A, p. 10. Although the Master Agreshclearly states # California law will
govern any disputes between the parties, babtEd and LeSaint rely dhinois law to support
their respective positions. Because the paréysextensively, if not exclusively, on lIllinois
law, the issue is waived and lllinois law will be appliddikadinovich v. McCarthy, 59 F.3d 58,
62 (7th Cir. 1995) (choice of law is waivabl¥)scofan USA, Inc. v. Flint Group, No. 08 C
2066, 2009 WL 1285529, at *2-3 (C.D. Ill. May2Q09) (McCuskey, J.) (party may waive
contractual choice-of-law provisidoy relying on other law in theargument to the court).
A. Breach of Contract

Defendants argue that they are entitled to dismissal of the byachtract claim for
two reasons: (1) the Agreemendl dliot require Electra to pay a minimum amount for, or use a
minimum amount of, LeSaint’s services; and T8k was not a party to the Agreement and
therefore cannot be sued for breach of @itr The court will firsaddress whether the
Agreement required Electra to use aimum amount of LeSaint’s services.

In construing a contract, a court’s primaryetttjve is to ascertain and give effect to the
intention of the partiesHarmon v. Gordon, 712 F.3d 1044, 1050 (7th Cir. 2018}jng
Thompson v. Gordon, 241 11.2d 428, 349 Ill. Dec. 936, 948 N.E. 2d 39, 47 (2007). The contract

must be construed as a whole; epabvision must be viewed in lig of the other provisions of

® The choice of law issue was briefly touched up on by Electra and Trek in a footnote in their Memdrandum
Support of their Motion to Dismiss. Dkt. 39, p. 7, n. 4.
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the contract.Harmon, 712 F.3d at 1050. If the contradésguage is unambiguous, it must be

given its plain and ordinary meaningd. Contract language is not ambiguous simply because

the parties disagree as to its meaning, but ibitlys “reasonably ssceptible to different
constructions.”Kaplan v. Shure Bros,, 266 F.3d 598, 605 (7th Cir. 2001). If, however, the

contract is “susceptible to more than one meaning,” the court may consider extrinsic evidence to
determine the parties’ intenHarmon, 712 F.3d at 1050Although it is true that once

contractual ambiguity is estaliisd, the task of interpretingdltontract’'s meaning generally
becomes a question of fact for ey, interpretation is question of law for the court so long as

the extrinsic evidence bearing o timterpretation is undispute@ontinental Cas. Co. v.

Northwestern Nat. Ins. Co., 427 F.3d 1038, 1041 (7th Cir. 2005).

Defendants argue that the Agreement is rfoé@uirements” contraadr an “exclusive
dealing” contract. More specifically, they didp LeSaint’s claim that the Agreement required
Electra to store between 7,000 and 70,000 uniésah of LeSaint’'s warehouses. Instead,
Electra and Trek contend that the contrativieen LeSaint and Electra represents LeSaint’s
agreement to provide services to Electra atgiated prices and Electra’s agreement to pay
those designated prices as tiare incurred. Therefore, Elecmegues, its decision to remove
its inventory from LeSaint's warehouses was nbteach of contract aswas not required to
store any inventory with LeSaint. The question for the court thus becomes whether both
constructions are reasonable.

To support its claim that it was not requitedstore a minimum nundb of bicycles in
LeSaint’s facilities, Electra argues that the Magtgreement explainsdh Schedule A sets out
LeSaint’s obligations and not Eleg’s obligations. Dkt. 39, p. 6. (“Giving effect to the express

provisions of the Contract, Schedule A requlreSaint to have available sufficient storage



space for ‘between approximately 7,000 and 70,008 umeach warehouse.””). Therefore,
Electra argues that it was not r@ed to store at least 7,000 bicgs| but rather that LeSaint had
to make space available for approximately 7,0@9ddes. However, in reading the Master
Agreement, there is no language to supporttBdecargument that $edule A sets out only
LeSaint’s obligations. Nor ighere any language to suppitstallegation that Schedule B
pertains only to Electra’s obligations. Both sthies simply make more definite the terms of
the Master Agreement for both parties.

The court finds that an ambiguity exisegiarding whether Electra was required to
maintain a certain number of bicycles in LeSaint’s facdiaad, if so, exactly how many
bicycles. It is entirely reamable to conclude that LeSaminhterpretation of Schedule A is
correct—that Electra aged to house approximately 7,000 to 70,000 in each of LeSaint’s
warehouses. It may also be reasonable to conthadehe indefinite terms used to describe the
number of bicycles to be storedLeSaint’s facilities lends credence to Electra’s argument that it
was not required to store a mimim number of bicycles. Howeavéhere is not enough extrinsic
evidence before the court to support one patgerstanding of the Mger Agreement, and
more specifically Schedule A, over the otparty’s understanding. dtause this ambiguity
exists, and because there is not enough patid extrinsic evidence before the court,
interpreting the contract’s meaning is a questiofacf. Therefore, at this stage, LeSaint has
sufficiently pled a cause of actidor a breach of contract agaidectra. As a result, Electra’s
motion to dismiss the breach of contract claim is denied.

We now turn to Trek’s argument that it berdissed from the breach of contract claim.
The elements for a breach of contract claim are (1) the existence of a valid and enforceable

contract; (2) substantial perform@e by the plaintiff; (3) breaabf contract by the defendant; and



(4) resultant injury to the plaintiffAvila v. CitiMortgage, Inc., 801 F. 3d 777, 786 (7th Cir.
2015). LeSaint cannot maintain its breach of @mttclaim against Trek because Trek was not
a party to either the Master Agreement or the Addendianthbound Group, Inc. v. Norvax,

Inc., 795 F.3d 647, 650 (7th Cir. 201§yoting EEOC v. Waffle House, Inc., 534 U.S. 279, 294
(“It goes without saying that aatract cannot bind a nonparty”).

LeSaint’'s argument that Trek, by purchasingdfla, is bound by therms of the Master
Agreement through a section of the Mastereggnent entitled “Assignment” fails for two
reasons. First, as noted by Dedants, Electra and Trek remai@parate corporate entities such
that holding Trek responsibfer a contract entered into by Electra would be improper.
Northbound Group, Inc., 795 F.3d at 650 (“The core prinagpbf corporate law is that a
corporation is a distinct legehtity, separate from its sharettets, directors, officers, and
affiliated corporations, so that the obligations of a corporation are not shared by officers,
directors, or shareholders”second, LeSaint misunderstartis language set forth in the
section which it invokes to hold Trek liable fareach of contract. Section 21 of the Master
Agreement bars the parties from assigning tinérest under the contract to another party
unless both parties to the catt consent to the assignment. Dkt. 34-1, p. 10-11. However,
“either partymay assign [the] Agreement without suabnsent to...a successor to the assigning
party pursuant to a merger or acquisitiohd’, p. 11 (emphasis added). Clearly, Electra has not
elected to assign its interestabligation under the Agement to Trek. Therefore, the motion to

dismiss the breach of contrachich against Trek is granted.



B. Intentional Interferencewith Contractual Relations’

In Count Il of its amended complaint, LeSeatieges that Trelterfered with the
contractual relations between LeSaint and tedelsy intentionally andnjustifiably inducing
Electra to breach the Agreement. Dkt. 34, 1 BBe elements of the tort of intentional
interference with contragal relations are: (1) the existence of a valid and enforceable contract;
(2) defendant’s awareness of the contractualiogla(3) defendant’s tentional and unjustified
inducement of breach of the contract; (4) a sghent breach by a coatting party caused by
the defendant’s wrongful conduct; and (5) damages resulting from the bfé@rheens,
Holloman, Sbert, Inc. v. AB Volvo, 349 F.3d 376, 398 (7th Cir. 2003).

Trek first argues that LeSaint has failechttequately state a claim for intentional
interference with contractuallagions because LeSaint has not pled enough facts that could
support its claims. The court disagrees. LeSmstadequately establishthe existence of the
Agreement, has properly alleged that Trek wasrawf the Agreement, and has properly alleged
that Trek induced the breach by either remowindirecting Electra toemove its inventory
from LeSaint’s facility. LeSaint’s allegationsathTrek “directed Electra to negotiate for lower
rates based on empty promises and frauduahsrepresentations of increasing volume and
three-year commitment” in Coulitare found to be inadequatelyepl pursuant to the heightened
pleading requirements of Fed. R. Civ. P. 9(Bowever, LeSaint’allegation that Trek
intentionally interfered with the Agreement by inducingdtta to effectively terminate the
Agreement early has been properly pled. lditeah, LeSaint has also adequately alleged that
Electra breached the Agreement as set fortleeand has suffered damages as a result of the

breach.

® Count Il of LeSaint's amended complaint is titled “Intengibinterference with Busiss Relations.” However, it
is apparent from the allegations contained in Coutfiall LeSaint’s claim is for intentional interference with
contractual relations.



Trek’s next argument for dismissal appearbe that, by remowg its inventory from
LeSaint’s facilities, Trek anBlectra were engaging in a maesd and justifiable business
judgment, thereby defeating the third elen@intentional interfeence with contractual
relations. However, in analymy whether inducement of breachagontract is “justified,” the
courts look to see if the defendant is/peged to interfere with contractservice by Air, Inc. v.
Phoenix Cartage and Air Freight, LLC, 78 F.Supp.3d 852, 864 (N.D. Ill. 2015).

Under lllinois law, corporate officers arepleged to interfere with contractsd., citing
HPI Health Care Servs,, Inc. v. Mt. Vernon Hosp., Inc., 131 Ill.2d 145, 157, 137 Ill. Dec. 19, 545
N.E.2d 672 (lll. 1989). This privitge covers the acts of corjbe officers, directors, and
shareholders undertaken orhb# of the corporatiortee, e.g., Svager v. Couri, 77 1ll.2d 173,
32 lll.Dec. 540, 395 N.E.2d 921, 928 (1979) (recognizing privilege for corporate officers,
directors, and shareholddrsinfluence the actions of their corporatiol)S Capital, Inc. v.
Phoenix Printing, Inc., 348 Ill.App.3d 366, 283 Ill.Bc. 640, 808 N.E.2d 606, 612 (2004)
(“lNlinois courts recognize a prilege for corporate officers arttirectors to use their business
judgment and discretion on bdhaf the corporation.”YMGD, Inc. v. Dalen Trading Co., 230
IIl.App.3d 916, 172 Ill.Dec. 736, 598.E.2d 15, 18 (1992) (same).

The conditional privilege protect®th individuals and entitiedNation v. American
Capital, Ltd., 682 F.3d 648, 652 (7th Cir. 2012). The defendaMatnon controlled the
majority of the subject company’s board of diggstand, in that role, aa conditional privilege
to interfere with the company’s contractsl The defendant also hadvajority equity interest
in the company which gave it the right to laly influence the actions of the company in

pursuit of the company's affairsd., citing Langer v. Becker, 176 Ill.App.3d 745, 126 lll.Dec.



203, 531 N.E.2d 830, 833 (1988) (“[T]he stockholdera obrporation have an interest in the
corporation and the right to lawly influence the actions of thereictors of the corporation.”).

“lllinois courts have been unclear about wieetthe issue of conditnal privilege is part
of the plaintiff's claim—that is, an aspect oé tplaintiff's burden to mve that the defendant's
interference with his contract was unjustifiedran affirmative defense to be proved by the
defendant.”Nation, 682 F.3d at 651, n. 2 However, the point is moot at this stage. Although
Trek and Electra admit in its memorandum ipart of their motion to dismiss that Trek is
Electra’s “corporate parent,”i& unknown, at this stage, whether Trek, like the defendant in
Nation, controls Electra’s board of directors or ovansajority equity interest which would give
it the right to lawfully influence Electra’s actions. Therefore, the motion to dismiss the
intentional interference of contractual relatiamhsm against Trek is denied.
C. Fraudulent Inducement

In Count Il of the amended complaint, LeSaatieges that Electri@audulently induced
LeSaint into executing the Addendum, which frozegs at the rate aged upon in the Master
Agreement instead of increasing prices aveew three-year period, when Electra had no
intention of ever honoring the Addenddnunder lllinois law,a claim for fraudulent
inducement requires proof of the following elemef(it$ a false statemenf material fact; (2)
known or believed to be false by the person makin@) an intent to iduce the other party to

act; (4) action by the other party in reliance onttbth of the statement; and (5) damage to the

" “Compare HPI Health Care Servs., Inc. v. Mt. Vernon Hosp., Inc., 131 1ll.2d 145, 137 lll.Dec. 19, 545 N.E.2d 672,
677 (1989) (‘In lllinois, this court has repeatedly stated where the conduct of a deffant in an interference with
contract action was privileged, it is the plaintiff's burden to plead and prove that the defendant's conduct was
unjustified or malicious.")with Roy v. Coyne, 259 Ill.App.3d 269, 196 Ill.Dec. 859, 630 N.E.2d 1024, 1033 (1994)
(‘[The language in HPI Health Care ] certainly doesfoceclose the possibility that justification can be an
affirmative defense ... rather than an absengestfication being an essential element....Nation, 682 F.3d at

651, n. 2.

8 As noted by Defendants in their Motion to Dismiss, Cdlitis directed toward Electrand all of the allegations
contained in Count Ill are directedaard Electra, but the prayer for reliefagainst Trek. The court need not
address the issue as Count Il is dismissed.
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other party resulting from such relianddoseman v. Weinschneider, 322 F.3d 468, 476 (7th Cir.
2003).

LeSaint’s allegations do not adequatelyestaclaim for fraudulent inducement. Rule
9(b) requires LeSaint to pleadth particularity the circumstaes constituting fraud by alleging
the “who, what, when, where, and howtigod v. Wells Fargo Bank, N.A., 673 F.3d 547, 569
(7th Cir. 2012). LeSaint has fad to meet this heightened pleagistandard by failing to plead,
with any sort of specificity, a false statementradterial fact made by Eleet The only specific
statement that LeSaint alleges Electra madk place on or about July 13, 2013. According to
LeSaint, Richard Wells of Electra proposehte freeze for the Addendum in exchange for an
increase in the number bicycles moving througBaint’'s warehouse facilities. Dkt. 34, § 41-
42. LeSaint claims that Electrawught to obtain the rate freezé&mmthe knowledge that it would
not honor the three-year Addenduiidowever, LeSaint has not alleged that, at the time the
statement was made by Mr. Wells, Mr. Wells knew it was false. LeSaint has also not alleged
that, at the time the statement was made, Ele@saware that it was going to be purchased by
Trek. Nor does LeSaint allege that, attinge the statement was made, Electra knew it was
going to be purchased by Trekdathat, as a result, it wouldawe all of its inventory out of
LeSaint’'s warehouse facilities.

According to the amended complaint and its attached exhibits, the Addendum was
executed on August 8, 2013. Trek is alleged i@laquired Electra sometime prior to January
7,2014. The amended complaint is devoid of @lggations that could reasonably lead the
court to conclude that thelyul3, 2013 statement by Richard Wells was anything more than a
business negotiation made on beloélElectra in order to secutlke best deal possible. To

assume that the statement is fraudulent simpbabse Trek purchased Electra at a later date and
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because Electra allegedly breached the corditeectater date is implausible at wowsthcroft v.

Igbal, 556 U.S. 622, 678 (2009), andpatst, not well pled. Count Il is dismissed.

V. CONCLUSION
For the reasons stated above, Defendants’ motion to dismiss [38] is granted in part and

denied in part.

Date: November 19, 2015 /s/

DHan B. Gottschall

Lhited States District Judge
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