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UNI TED STATES COURT OF APPEALS
for the Fifth Crcuit

97-50709

ELECTROSOURCE, | NC.,
Pl ai ntiff-Appellant,

ver sus

HORI ZON BATTERY TECHNOLOG ES, Limted,
Def endant - Appel | ee.

Appeal fromthe United States District Court
for the Western District of Texas

May 24, 1999
Before WENER and DENNI'S, Circuit Judges.”’
DENNI'S, G rcuit Judge:

El ectrosource, Inc. (“Electrosource”) appeals the district
court’s dismssal of its suit against Horizon Battery Technol ogi es
Limted (“HBTL”) for lack of personal jurisdiction. Concl udi ng
t hat El ectrosource has established a prina facie case that HBTL is

subject to in personam jurisdiction in Texas, we reverse and

“Judge John M nor Wsdom was a nenber of the original oral
argunent panel that heard this case, but he died on May 15, 1999.
This matter is being handled by a quorum 28 U . S.C. § 46(d).
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remand.
FACTS AND PROCEDURAL HI STORY

El ectrosource Inc., a Delaware corporation with its princi pal
pl ace of business in Texas, is the owner and licensor of an
electrical storage battery known as the “Horizon Battery.”
El ectrosource devel oped its patented battery technol ogy in Texas.

In 1993, Electrosource participated in discussions wth
Metropolitan I ndustries, Inc. (“Metropolitan”), an |Indi an conpany,
concerni ng the purchase of alicense permtting the manufacture and
distribution of the Horizon Battery in India and Asia. These
di scussions led to the parties signing a prelimnary Menorandum of
Under st andi ng. The Menorandum of Understandi ng provided that
El ectrosource and Metropolitan had agreed to create a joint venture

agreenent in the future. Utimtely, however, the parties did not

fulfill the agreenent and a joint venture was not created at that
tine.

Thereafter, I'i censi ng di scussi ons resuned bet ween
El ectrosource and HBTL, another Indian conpany apparently

affiliated wwth Metropolitan. HBTL was not |icensed to do busi ness
i n Texas and had no offices, agents, or enployees in Texas. During
thi s round of negotiations, six different HBTL representatives nade
a series of six trips fromlndia to Texas. Furthernore, during the
negoti ati ons, correspondence was sent fromlindia to El ectrosource
in Texas. As before, these negotiations centered around |icensing
the Horizon Battery technol ogy that was devel oped in Texas.
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The fruit of these extensive negotiations was a “Know How
License Agreenent” (“Agreenent”) that was signed by both
El ectrosource and HBTL in Texas in 1994, The Agreenent
specifically provided that confidential know how woul d be provi ded
to HBTL at the offices of El ectrosource in Texas and HBTL enpl oyees
and consultants would be trained in Texas in matters associ ated
with the Horizon Battery. Al though the choice-of-1lawclause call ed
for Indian lawto govern the agreenent, the parties agreed that the
| aws of Texas governed the arbitration clause of the Agreenent.
Additionally, the Agreenent included a provision that allowed
El ectrosource to inspect HBTL's manufacturing facilities in order
to maintain uniformty and quality control for the duration of the
i cense.

The Agreenent directed that a nunber of inplenentation
agreenents had to be negoti ated and executed before |icensi ng woul d
take place. The Agreenent also required HBTL to pay a |icensing
fee and obtain a Letter of Credit to secure the fee. The parties
al so expressly provided in the Agreenent that unless these
conditions precedent were fulfilled within one year after its
signing, the Agreenent was to have no force and effect.

Soon after the Agreenent was executed, Electrosource began
preparation of the prelimnary design review (“PDR’) in Texas. The
items to be presented in the PDR were prelimnary versions of
controlling docunents, such as the Quality Assurance Plan,
Equi pnrent Design and Procurenent Plan, Construction Project
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Managenent Plan and a Cost Pricing Analysis. The PDR was a
necessary predicate to the inplenentation agreenents. In the
meantime, HBTL nade several paynents for various equipnent and
testing devices to Electrosource at its bank in Texas. HBTL,
however, only nmade partial paynents for the work conpleted in
Texas. Because HBTL did not nake full paynment, Electrosource did
not conplete the PDR  After a year passed, El ectrosource decided
that the Agreenent had been term nated because HBTL had not
conplied with any of the condition precedents.

HBTL responded by demandi ng t hat El ectrosource either perform
the contract or pay five mllion dollars in danages. HBTL al so
threatened to invoke the arbitration clause in the Agreenent and
inplied that it was the licensee of the Horizon Battery.
El ectrosource filed a petition in Texas state court for a
decl aratory judgnent that the Agreenent had no force and effect.
After the case was renoved by HBTL, the district court granted
HBTL's notion to dismss Electrosource’s action for want of in

personam jurisdiction over HBTL. Electrosource appeal ed.

STANDARD OF REVI EW
Absent any dispute as to the relevant facts, whether in

personam jurisdiction can be exercised over a defendant is a

question of law and subject to de novo review Ruston Gas

Turbines, Inc. v. Dondaldson Co., Inc., 9 F.3d 415, 418 (5th Gr.




1993). When jurisdictional facts are disputed, all factual
conflicts are resolved in favor of the party seeking to i nvoke the

court’s jurisdiction. |d.

| N PERSONAM JURI SDI CTI ON
To exercise personal jurisdiction over a nonresident
defendant, two requirenents nust be net. First, the nonresident
def endant nust be anenable to service of process under a State’s

| ong-armstatute. Jones v. Petty-Ray Geophysical, Geosource, Inc.,

954 F.2d 1061, 1067 (5th Cr. 1992). Second, the assertion of in
personamjurisdiction nust be consistent wwth the 14th Anendnent’s
due process clause. |d. Because Texas’ |ong-armstatute has been
interpreted to extend to the limts of due process, we need only
det er m ne whet her subjecting HBTL to suit in Texas woul d of fend t he

due process clause of the 14th Anendnent. Schl obohmv. Schapiro,

784 S. W 2d 355, 357 (Tex. 1990).

Due process requirenents are satisfied when persona
jurisdiction is asserted over a nonresident corporate defendant
that has “certain mninmumcontacts with [the forum such that the
mai nt enance of the suit does not offend ‘traditional notions of

fair play and substantial justice. I nternational Shoe Co. v.

Washi ngton, 326 U.S. 310, 316, 66 S.Ct. 154, 158 (1945), quoting

MIlliken v. Meyer, 311 U S. 457, 463, 61 S.Ct. 339, 343 (1940).




M NI MUM CONTACTS
The Due Process CCause protects an individual'’s |iberty
interest in not being subject to the binding judgnents of a forum
wi th which the individual has established no neani ngful “contacts,

ties, or relations.” Burger King Corp. v. Rudzewi cz, 471 U. S. 462,

474, 105 S. . 2174, 2183 (1985), citing International Shoe, 326

US at 319, 66 SS.Ct. at 159. In requiring that individuals have
“fair warning that a particular activity may subject [then] to the

jurisdiction of a foreign sovereign,” Shaffer v. Heitner, 433 U S

186, 218, 97 S. Ct. 2569, 2587 (1977) (Stevens, J., concurring), the
Due Process Cl ause “gives a degree of predictability to the | egal
systemthat allows potential defendants to structure their primary
conduct with sonme m ni num assurance as to where that conduct wl|

and will not render themliable to suit.” Burger King, 471 U S. at

474, 105 S. . at 2183, citing Wrld-Wde Vol kswagen Corp. V.

Whodson, 444 U.S. 286, 297, 100 S.C. 559, 567 (1980).

Where a forum seeks to assert specific jurisdiction over a
nonr esi dent defendant who has not consented to suit there, this
“fair warning” requirenent is satisfied if the defendant has
“purposefully directed” his activities at residents of the forum

Keeton v. Hustler Mgazine, Inc., 465 U S. 770, 774, 104 S. C

1473, 1478 (1984), and the litigation results fromalleged injuries

that “arise out of or relate to” those activities. Bur ger Ki ngq,

471 U. S. at 472, 105 S.Ct. at 2182.



I n determ ni ng when a potential defendant should “reasonably
anticipate” out-of-state litigation, the court frequently has drawn

from the reasoning of Hanson v. Denckla, 357 U S 235, 253, 78

S.C. 1228, 1239-40 (1958):
The unilateral activity of those who claim sone
relationship with a nonresident defendant cannot satisfy
the requirenment of contact with the forum State. The
application of that rule will vary with the quality and

nature of the defendant’s activity, but it is essential

in each case that there be sone act by which the

def endant purposefully avails itself of the privil ege of

conducting activities within the forum State, thus

i nvoki ng the benefits and protections of its | aws.

Id., citing International Shoe, 325 U S. at 319, 66 S.Ct. at 159.

(Enphasi s added).

The Suprenme Court stated that this purposeful avail nent
el ement “ensures that a defendant will not be haled into a
jurisdiction solely as a result of ‘random’ ‘fortuitous,’ or
‘attenuated’ contacts, or of the ‘unilateral activity of another

party or a third person.’” Burger King, 471 U S. at 475, 105 S. C

at 2183. The contacts with the forumState nust be such that it is
foreseeabl e that the defendant “shoul d reasonably antici pate bei ng

haled into court there.” Wrld-Wde Vol kswagen, 444 U.S. at 297,

100 S.&t. at 567.



A contract with an out-of-state party alone, although
relevant, does not automatically establish sufficient mninmm

cont act s. Burger King, 471 U.S. at 478, 105 S. Ct. at 2185. A

“highly realistic” approach is called for, recognizing that a
contract is ordinarily but an internediate step serving to tie up
prior negotiations and future consequences whi ch thensel ves are the
real object of the business transaction. 1d. The factors of prior
negoti ati ons and contenpl ated future consequences, along wth the
terms of the contract and the parties’ actual course of dealing
must be eval uated i n determ ni ng whet her t he def endant purposefully
established m nimum contacts within the forum [d.

As in the franchise transaction in Burger King, the actua

course of dealing between Electrosource and HBTL involved w de
reachi ng contacts and contenpl ated future consequences within the
forum state. HBTL was attenpting to acquire technology from
El ectrosource in Texas for the establishnment of nmanufacturing
centers in India. As an essential part of the Agreenent
El ectrosource contracted to train HBTL enpl oyees, aid in designing
HBTL' s manufacturing facilities, provide technical support and
regulate quality control of HBTL's products. El ectrosource and
HBTL planned to participate in each of these functions either
whol Iy or in substantial part in Texas.

HBTL sent several enployees and docunentation to Texas during
the extensive negotiations of the Agreenent. At | east six
different representatives of HBTL nade a series of six trips to
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Texas from India for negotiations and pl anning. HBTL enpl oyees
cane to Texas and joi ned El ectrosource in the | aborious process of
creating and conpiling the PDR Furthernore, the parties
contenpl ated that the PDR would be fully conpleted in Texas, and
HBTL took significant action toward this end in Texas before the
Agreenment was term nated. Therefore, we conclude that through the
negotiations, consummation, and partial performance of the
Agreenment with El ectrosource, HBTL purposefully availed itself of
the privilege of conducting activities within Texas invoking the
benefits and protections of its |laws. Hanson, 357 U S. at 253, 78
S.C. at 1239-40 (1958). As aresult of its actions related to the
Agreenment, HBTL engaged in such “continuing and w de-reaching
contacts” with El ectrosource in Texas, and commtted itself to such
future contacts in the forum that it should reasonably have

antici pated being haled into court there. Burger King, 471 U. S at

480, 105 S.Ct. at 2186.
In dismssing the claim against HBTL for |ack of persona
jurisdiction, the district court relied heavily upon this Court’s

decisions in Hydrokinetics, Inc. v. Alaska Mechanical, Inc., 700

F.2d 1026 (5th Gr. 1983) and Jones v. Petty-Ray Geophysical,

Geosource, Inc., 954 F.2d 1061 (5th Cr. 1992). 1In citing these

cases, the district court enphasized two factors in finding a | ack
of personal jurisdiction: (1) the choice-of-law clause provided
that Indian | aw governed the Agreenent and (2) the expected pl ace
of manufacture of the batteries by HBTL was in India. These
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decisions rested on facts dissimlar to those of the present case,
however, and do not govern our concl usions here.

I n Hydrokinetics, an Al askan corporation, Al aska Mechani cal,

pur chased equi prrent froma Texas corporation. |n negotiations for
t he purchase, sone of the enpl oyees of Al aska Mechanical cane to
Texas and visited the plant to inspect the equipnent. The
contract, which was a purchase order, stated that Al askan | aw woul d
apply. Upon attenpted delivery of the equi pnent in Al aska, Al aska
Mechani cal rejected it as unsuitable. The Texas corporation sued
Al aska Mechanical in Texas for breach of the purchase agreenent.
This court stated that it was “significant that only a single
transaction is involved in this case, governed by Al aska | aw, which
is [Alaska Mechanical’s] sole contact with the state.” Id. at
1029. Furthernore, we stated that “no performance by Al aska
Mechani cal was to take place in Texas, other than perhaps the
paynent for the goods.” |d.

The district court in the present case cited Hydrokinetics in

pl aci ng decisive weight on the requirenent of the choice-of-I|aw
clause that Indian |aw would govern. But, the Suprene Court has
i ndi cated that a choi ce-of -1 aw provi si on shoul d neither be ignored
nor considered sufficient alone to confer jurisdiction. Bur ger
King, 471 U.S. at 482, 105 S.Ct. at 2187. Thus, the choice-of-I|aw
clause is one factor anong others that nmay determ ne whether the
forum State has jurisdiction over a nonresident defendant.

Accordingly, in Hydrokinetics, this Court took into consideration
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not only the choice-of-law clause, but also the fact that the
contract at issue was sinply a sale of a product, and that al
foreseeabl e contacts were to cease after delivery, in finding that
Al askan Mechani cal did not have m ni num contacts wth Texas.

In the present case, although the Agreenent contained a
choi ce-of - I ndi an-1 aw cl ause, the nultitude of contacts between HBTL
and Texas substantially outweighs the |aw choice factor. The
Agreenment calls for an acquisition of know edge, skill and
t echnol ogy that envisions “continuing and w de-reaching contacts”

by HBTL with El ectrosource in Texas. Burger King, 471 U S. at 480,

105 S. . at 2186. The parties contenplated Electrosource’s
training of HBTL personnel in Texas, Electrosource’s providing
assi stance and advice i n design of manufacturing facilities to HBTL
in Texas, and Electrosource’s nonitoring of HBTL's product
uniformty and quality control through activities in both Texas and
I ndia. Furthernore, even though the Agreenent provi ded that |ndian
| aw woul d govern generally, the parties stipulated that Texas | aw
was to apply to disputes settled by arbitration. Thus, HBTL
purposefully i nvoked the benefits of Texas’ |laws in many respects.

Burger King, 471 U S. at 482, 105 S.Ct. at 2187.

In Petty-Ray Geophysical, the plaintiff brought a wongful

death action in Texas against Petty-Ray Geophysical, Geosource
Inc. (“CGeosource”), an international corporation with an office in
Texas. The plaintiff alleged that her husband had been killed
whil e he was enpl oyed by Geosource in the Denocratic Republic of
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Sudan. Ceosource attenpted to i npl ead a French corporation, Total
Expl oration, as a third-party defendant. The district court held
that it did not have personal jurisdiction over Total Exploration
and dismssed the third-party claim We affirned. Petty- Ray

Geophysical, 954 F.2d at 1070.

The present case is di stinguishable fromPetty-Ray Geophysi cal

because in that case Total Exploration, the French third-party
def endant, had only attenuated contacts with Texas. In Petty-Ray

CGeophysical we stated that:

Wth regard to performance under the contract between

Total Exploration and Geosource, the only Texas activity

that Plaintiff has shown is wunilateral activity by

Ceosour ce. . Tot al Expl oration negotiated wth

CGeosource’s United Ki ngdomoffice for exploration work in

the Sudan, and the fact that Geosource has a Houston

office is nothing nore than a nere fortuity.
Id., 954 F.2d at 1068-69.

On the other hand, HBTL purposefully initiated nultiple
continuing contacts with El ectrosource in Texas for the purpose of
acquiring the know how and the franchise to make the Horizon
batteries in India. The contacts that acconpani ed the Agreenent
bet ween HBTL and Texas cannot “be viewed as ‘random’ ‘fortuitous,’

or ‘attenuated.’” Burger King, 471 U.S. at 480, 105 S. Ct. at 2186.

HBTL sought out El ectrosource for a particul ar technol ogy that had

12



been devel oped in Texas, negotiated for its acquisition in Texas,
entered into an agreenent for the transfer of technol ogy in Texas,
and began the process of training, designing, and preparation in
Texas necessary to the transfer of the technol ogy. These contacts
di splay that HBTL purposefully availed itself of the privil ege of
conducting activities within Texas, thus invoking the benefits and

protections of its laws. Burger King, 471 U S at 475, 105 S. C

at 2183. HBTL's purposeful, nmultiple and continuing contacts with
El ectrosource in Texas cannot be ignored sinply because HBTL s
unsuccessful plan was to use Electrosource’s Texas technol ogy to
make Horizon batteries in India.

Moreover, the district court’s reliance on | anguage in Petty-

Ray Ceophysical for the proposition that the place of the

performance of a contract is automatically determ native of whet her
or not a forum has jurisdiction over a non-resident defendant was
m sgui ded. The Suprene Court long ago rejected the notion that
personal jurisdiction mght turn on “nechanical” tests or on
“conceptualistic ... theories of the place of contracting or of

performance.” Burger King, 471 U S. at 478, 105 S. Ct. at 2185,

citing Hoopeston Channing Co. v. Cullen, 318 U S. 313, 316, 63

S.Ct. 602, 605 (1943).

FAI RNESS

After concluding that HBTL had sufficient contacts wth
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El ectrosource in Texas to warrant in personamjurisdiction, we nust
now decide if it is fair to force HBTL to litigate in Texas. The
i nposition of jurisdiction cannot offend “traditional notions of

fair play and substantial justice.” |International Shoe, 326 U S

at 316, 66 S.Ct. at 158.

The factors we consider in the fairness anal ysis are:

[ (1) t]he burden upon the nonresident defendant; (2) the
interests of the forum state; (3) the plaintiff’s
interest insecuringrelief; (4) “the interstate judicial
systemis interest in obtaining the nobst efficient
resolution of controversies”; and (5) “the shared
interest of the several States in furthering fundanent al

substantive social policies.”

Wlson v. Belin, 20 F.3d 644, 647, n.3 (5th Cr.), cert. denied,

513 U.S. 930, 115 S . Ct. 322 (1994).

The burden on HBTL of litigating in Texas nay be consi derabl e.
However, HBTL voluntarily came to Texas, negotiated, entered the
Agreenent and began to participate in the performance of the
contract in Texas. Addi tionally, HBTL nmade paynents to Texas
banks, and HBTL's representatives also visited Texas and joi ned
El ectrosource in performng work on the PDR

Undoubtedly, the nost efficient forum for the resolution of
this conflict would be Texas. Even though Indian |laww || be used

ininterpreting the Agreenent, the vast majority of the w tnesses
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w Il be found in Texas, the partial preparation for and term nation
of the PDR occurred in Texas, HBTL enpl oyees were trained i n Texas,
partial paynents to El ectrosource were nmade through a Texas bank

and ot her evidence concerning the alleged breach is located in
Texas. | ndeed, HBTL nmay suffer an inconvenience in defending a
suit in Texas, but not a burden that amounts to a denial of due

process. See McGee v. International Life Insurance Co., 355 U S

220, 224, 78 S. . 199, 201 (1957).

CONCLUSI ON
For the reasons assigned, we conclude that El ectrosource has
made a prinma facie case that HBTL is subject to in personam
jurisdiction in Texas. Therefore, the order entered by the
district court granting HBTL's notion to dismss for lack of in
personam jurisdiction is reversed and the case is remanded for
proceedi ngs consistent with this opinion.

REVERSED and REMANDED
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