
When it comes to the enforcement of 
restrictive covenants, such as non-com-
pete, non-solicitation and confidentiali-
ty agreements, not all states are created 
equal. The very same restrictive cove-
nant enforced in one state may be unen-
forceable in another.

Most employment agreements ad-
dress the issue by adding a choice of 
law provision, which chooses the state 
law that will apply to the agreement. 
Yet, a choice of law provision by itself is 
not enough.

Employers should also include a fo-
rum selection clause — a provision that 
selects where litigation will occur. While 
including a forum selection clause in-
creases the employer’s likelihood of suc-
cess, a surprising number of agreements 
do not contain one.

The importance of a forum selec-
tion clause was reaffirmed by the U.S. 

Supreme Court in December 2013 in At-
lantic Marine Construction, Co., Inc. v. 
United States District Court of Western 
Texas, when the court held that, under 
federal law, a forum selection clause will 
be enforced in all but the most excep-
tional cases.

Companies use and enforce restrictive 
covenants because they spend tremen-
dous resources creating trade secrets 
and confidential and proprietary infor-
mation. A competitor should not be able 
to shortcut that development time and 
expense by hiring away key employees 
who, for example, created the marketing 
campaign, understand the company’s 
price structure or profit margins, or de-
veloped the newest product line.

In today’s world, losing key employ-
ees is inevitable. Restrictive covenants 
ensure that the loss of an employee 
does not result in the loss of a compa-
ny’s competitive advantage through 
the misappropriation of its busi-
ness information.

If there was ever any doubt as to the 
value of a choice of forum provision, the 
Supreme Court’s recent decision helped 
remove that doubt. Employees often file 
suit in their local court, arguing the fo-
rum selection clause should be ignored 
because it is unfair to make them travel 

to a foreign state to litigate against a 
well-financed company.

But that is the very argument the Su-
preme Court rejected in Atlantic Marine 
as irrelevant, holding that the federal 
courts should not consider the hardship 
to an individual in litigating the case in 
a different state.

While the Supreme Court’s decision is 
not binding on state courts, its reason-
ing is one that the state courts most like-
ly will adopt.

Forum selection clauses allow the 
employer to move faster and more effi-
ciently in protecting itself, while lessen-
ing the burden and risk on a company 
by providing it with the opportunity to 
choose where litigation will occur. They 
do not guarantee success, but they in-
crease the likelihood that the company 
will avoid having to protect its business 
information in a potentially hostile for-
eign state.

The Supreme Court’s decision should 
motivate employers to review their em-
ployment agreements to ensure they in-
clude a forum selection clause.  

Forum selection clauses can 
mean savings for employersCourt: calls,
emails satisfy 
due process 

A Canadian company was subject to
personal jurisdiction in Massachusetts
even though its direct contacts with the
state essentially consisted of emails and
phone calls to the plaintiff in the breach
of contract suit, the 1st U.S.
Circuit Court of Appeals has
decided.

e defendant, Bioriginal
Food & Science Corp. in
Canada, argued that its con-
tacts with Massachusetts were
insufficient to support the ex-
ercise of personal jurisdiction
consistent with due process.

But the 1st Circuit dis-
agreed, reversing a dismissal
by U.S. District Court Judge
Denise J. Casper.

“It is not true that inter-
state remote communica-
tions are, by their nature, per
se insufficient to constitute
contacts that sustain personal
jurisdiction,” Chief Judge Sandra
L. Lynch wrote for the unanimous
court. 

The 22-page decision is C.W.
Downer & Company v. Bioriginal
Food & Science Corporation.

‘Active’ purchaser 
of services

Boston attorney Steven J. Torres
represented plaintiff C.W. Downer &
Co., a Boston investment bank that
had been retained by the defendant
for the purpose of finding a buyer for
the Canadian producer of omega-
based nutritional supplements.

Torres said the 1st Circuit’s ruling
takes account of the reality of modern
business practices.   

“In a global economy in which ge-
ographically distant entities conduct
business by email and teleconference,
this decision reinforces the notion that
a company can seek redress within the
jurisdiction in which it negotiated and

performed its contracts,” said Torres,
a lawyer at Torres, Scammon & Day.

e possibility that the defendant
could be sued in a Massachusetts
court was certainly foreseeable for
purposes of jurisdictional analysis,
he added.

“ey understood that they were
retaining an investment bank in
Massachusetts that would be under-
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By Thomas E. Egan

A plaintiff limited liability company that
engaged in litigation over an asset purchase
agreement waived its right to demand arbi-
tration under that agreement, the 1st U.S.
Circuit Court of Appeals has ruled.

“[T]he plaintiff’s belated resort to arbitration
was anything but timely,” Judge Bruce M. Selya
wrote for the unanimous 1st Circuit panel.
“[T]he plaintiff’s conduct evinced a clear intent
to forgo arbitration and resolve the disputed
matter through litigation.”

e 12-page decision is Joca-Roca Real
Estate, LLC v. Brennan.

Maine attorney Jeffrey T.
Piampiano argued the appeal
on behalf of the plaintiff. He
was opposed by Matthew J.
Williams, also of Maine.

Change in strategy
e plaintiff, Joca-Roca Real

Estate, LLC, and defendant
Robert T. Brennan Jr. entered
into an asset purchase agree-
ment for the transfer of title to real property
that served as the site of a vehicle dealership. 

e agreement contained a broad provi-
sion requiring submission of all disputes

“concerning the validity, interpreta-
tion and enforcement” of the agree-
ment to an arbitrator for final and
binding resolution.

e plaintiff came to believe that
the defendant had misled it concern-
ing certain attributes of the pur-
chased property. Acting on that be-
lief, the plaintiff sued the defendant
in federal court, asserting claims for
fraud and breach of contract arising

out of the agreement. 
“Notably, the plaintiff commenced this civil

action without making the slightest effort to

Canadian co. subject
to state’s jurisdiction

By Pat Murphy 

A 7-Eleven franchise operator
accused of fraud could not contin-
ue to use the chain store’s trade-
marks while contesting the termi-
nation of her franchise, a U.S.
District Court judge for the District
of Massachusetts has found.

According to plaintiff 7-Eleven,
Inc., a preliminary injunction was
necessary to prevent irreparable
harm by the defendant’s continued
use of 7-Eleven’s trademarks fol-
lowing the company’s issuance of
a notice of termination of the par-
ties’ franchise agreement.

Judge Mark G. Mastroianni
agreed, writing that 7-Eleven
would be unable to protect the
quality of its brand “in the absence
of a consensual and ongoing fran-
chisor-franchisee relationship.”

But the judge denied 7-Eleven’s
motion for a preliminary injunction
to enforce a non-compete clause in
the parties’ franchise agreement that

would have prevented the defendant
from operating any convenience
store at her present location.

While it was likely that 7-Eleven
ultimately would establish the en-
forceability of its non-compete
clause, Mastroianni said, “denying
this portion of 7-Eleven’s prelimi-
nary injunction certainly would not
cause it to lose its indisputably com-
petitive position in the market.”  

e 19-page decision is 7-
Eleven, Inc. v. Grewal, et al.

Balancing of harms
e plaintiff was represented by

Stephen M. Cowley of Duane
Morris in Boston. Cowley referred
all questions about the case to 7-
Eleven, which did not respond
prior to deadline.

John E. Pearson of Springfield
represented the defendant fran-
chisee, Mohinder Grewal. Pearson
also did not respond to a request
for comment.

But franchise attorney L. Seth
Stadfeld said when a franchisee
holds over aer a valid termina-
tion and continues to use the
trademark without a license, the
courts “almost uniformly” will
find irreparable harm.

“at’s because you can’t control
the use of your trademark by an in-
fringer, so there’s damage to your
goodwill,” the Brookline lawyer said.

On the issue of the non-compe-
tition agreement, meanwhile, the
balance of harms tipped in favor
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1st Circuit: LLC waived right to arbitrate

“It’s not so unreasonable to
hale [into court] a party from a
foreign jurisdiction who makes 
a conscious decision to reach 
out to another country in which

they’re seeking 
the assistance 
to market
themselves.”— Matthew T. Oliverio

7-Eleven can protect marks 
while terminating franchise

But can’t shut down store during litigation

SELYA
Says plaintiff 

‘tried to switch
horses midstream’

Continued on page 15

ISTOCK.COM

June 2014
Vol. 12, No. 2

Christopher J. Marino practices at Davis, 
Malm & D’Agostine in Boston where he 
advises clients on complex issues arising 
out of business and employment disputes.
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