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NOTI CE: This order was filed under Suprenme Court Rule 23 and may
not be cited as precedent by any party except in the limted
ci rcunst ances all owed under Rule 23(e)(1).

FI FTH DI VI SI ON
June 29, 2012

IN THE
APPELLATE COURT OF ILLINO S
FI RST JUDI CI AL DI STRI CT

SRAM LLC, a Delaware limted liability
conpany,

Appeal fromthe
Circuit Court of
Cook County.

Plaintiff-Appellant,

No. 10 CH 53082

PLANT BI KES, LLC, d/b/a RUGGED CYCLES,
a Texas limted liability conpany, Honor abl e
Lee Preston,

Def endant - Appel | ee. Judge Presi di ng.

JUSTI CE HOWBE del i vered the judgnent of the court.
Presi ding Justice Epstein and Justice MBride concurred in
t he judgnent.

ORDER

11 HELD:. The circuit court order dismssing plaintiff’s
conplaint for declaratory judgnent on the grounds that there was
anot her case pendi ng between the sane parties for the sane cause,
pursuant to section 2-619(a)(3) of the Code, is affirnmed. An
anal ysis of the discretionary factors show no abuse of discretion
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by the trial court when it dismssed plaintiff's conpl aint.

1 2 Plaintiff SRAM LLC, appeals froma circuit court order
granting section 2-619(a)(3) notion to dismss (735 ILCS 5/ 2-
619(a) (3) (West 2010)) by defendant Plant Bikes, LLC, d/b/a
Rugged Cycles (Rugged). For the reasons set forth bel ow, we
affirmthe decision of the circuit court.

13 BACKGROUND

1 4 This case arose out of an all eged breach of contract
bet ween Pl ant Bi kes, LLC, d/b/a/ Rugged Cycles (Rugged), a
manuf act urer of heavy-duty and industrial bicycles and SRAM LLC
(formerly SRAM Corporation), a manufacturer of bicycle parts.

15 On Cct ober 22, 2010, Rugged Cycles, Inc., filed a
conpl ai nt agai nst SRAM Cor poration in the Nueces County, Texas,
state court. The conplaint alleged Rugged Cycles is a
corporation organi zed under the | aws of Texas and SRAM
Corporation, is a Delaware corporation with its main office in
Chicago. In the conplaint, Rugged alleged it entered into an
agreenent to purchase bicycle parts from SRAM Rugged al l eged it
recei ved sanpl e hubs from SRAM duri ng negotiations and t hat
Rugged sel ected a hub suitable for use in its bicycles. Under

t he agreenent, SRAM shi pped 500 hubs to a third party in Florida,
J&B I nmporters, who paid SRAM for the hubs. J&B then installed

the hubs into bicycle wheels. J& then sold and shi pped the
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wheel s to Rugged in Texas. Rugged incorporated the wheels
cont ai ni ng the hubs manufactured by SRAMinto its bicycles which
were then sold to custoners.

1 6 According the conplaint, sonetinme after Thanksgi vi ng
2008, Rugged began receiving custoner conplaints about the
bicycles it sold. Rugged performed an investigation which
reveal ed the axles in the hubs were breaking. Rugged alleged the
parts furnished by SRAM were defective and SRAM breached t he
contract because the sanple hubs provided by SRAM were of better
quality than the hubs that SRAM | ater supplied. Anmong ot her
defects, Rugged alleged critical parts in the sanples of the hubs
they selected were nade of netal, but the sanme parts in the hubs
shi pped to J& for use in Rugged' s bicycles were nmade of plastic,
causing the failures. Rugged alleged SRAM engaged in fal se,

m sl eadi ng and deceptive acts in violation of the Texas Busi ness
and Comrerce Code by sending the defective hubs and seeks
damages.

17 SRAM filed an answer in the Texas nmatter alleging it
was not liable in the capacity in which it was sued and that SRAM
Corporation is not an appropriate party to any lawsuit arising
out of the contract between the parties.

18 Meanwhi | e, on Decenber 15, 2010, SRAM LLC filed a

conplaint for declaratory judgnent in the circuit court of Cook
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County, nam ng Rugged as defendant. |In the conplaint, SRAM LLC
sought a decl aratory judgnent that:

"Plaintiff does not have any contractual

obl i gati ons (ongoing or otherwi se) to

defendant...; Plaintiff is not engaging in

any m srepresentations or fraud (ongoing or

otherwise)...; Plaintiff is not breaching

any warranties...; [and] Plaintiff does not

owe defendant any noney and has no obligation

to pay defendant noney now or in the

future...”
179 In the conplaint for declaratory judgnent, SRAM LLC
al | eged that SRAM Cor poration no |onger exists after a nerger
with SRAM LLC
1 10 Rugged filed an anmended conplaint in Texas on January
4, 2011, making the sane allegations as the original conplaint
but replaci ng SRAM Cor poration as the defendant with SRAM LLC
Rugged filed a third anended conpl aint in Texas on January 18,
2011, nam ng both SRAM Corporation and SRAM LLC, as defendants.
1 11 Rugged filed a section 2-619(a)(3) notion to
dismss the Illinois conplaint for declaratory judgenent (735
| LCS 5/2-619(a)(3) (West 2010)) on February 10, 2011, claimng

there was a pending case in Texas involving the sane parties and
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t he sane cause of action and it had filed an earlier suit against
SRAM i n Texas on Cctober 22, 2010.

1 12 On February 11, 2011, SRAM responded to Rugged's
anended Texas conplaint by filing a verified denial, original
answer and request for dism ssal of Rugged' s Texas |awsuit on
jurisdictional grounds. The notion remains pending.

1 13 After briefing, the Illinois trial court granted
Rugged' s section 2-619(a)(3) notion to dism ss SRAM s decl aratory
action. The Illinois trial court found that the Texas action
remai ns pending, both [awsuits arise out of the same transaction,
Rugged's Texas lawsuit was filed prior to SRAMs Illinois

| awsuit, Texas has a greater interest in resolving the matter,
dismssing the Illinois lawsuit prevents nmultiplicity, SRAM may
obtain conplete relief in Texas, and an Illinois resolution to
the matter would have a res judicata effect on the Texas action.
1 14 SRAM filed this tinely appeal of the trial court's
order granting the defendant's 2-619(a)(3) notion to dismss. In
this appeal, SRAMclainms the trial court abused its discretion
when it granted Rugged' s section 2-619(a)(3) notion to dismss
because no case was pendi ng between the parties. SRAM al so
clainms the trial court failed to conduct a proper analysis of the
factors to be considered in a section 2-619(a)(3) notion to

di smi ss and i nvokes Suprene Court Rule 366(a)(5) to request we
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rule on the notion and reverse the trial court w thout remand for
further hearings.

1 15 Rugged argues SRAM s decl aratory judgnent action should
be di sm ssed because it was filed for the purpose of seeking a
decl aration of nonliability, which is not permtted under
I11inois |aw

1 16 ANALYSI S

1 17 Section 2-619(a)(3) of the Illinois Code of G vil
Procedure (735 ILCS 5/2-619(a)(3) (West 2010)) permts a
defendant to seek a disnmi ssal or a stay when there is another
action pendi ng between the same parties for the sane cause.
Continental Casualty Conpany v. Radio Materials Corp., 366 II1.
App. 3d 345, 347 (2006). This provision is designed to avoid

duplicative litigation. John Crane Inc. v. Admral |nsurance

Conpany, 391 II1l. App. 3d 693, 698 (2009).

1 18 The novant bears the burden of denonstrating by clear
and convincing evidence that the two actions involved the "sane
parties" and the "sanme cause.” Wittmanhart, Inc. v. CA Inc.,

402 I1l1. App. 3d 848, 853 (2010). The parties need not be
identical in both actions; rather, a substantial simlarity is
sufficient. Continental, 366 Ill. App. 3d at 347. Actions
present the sane cause when the relief requested is based on

substantially the same set of facts. Wittmanhart, 402 I1l. App.
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3d at 853.

T 19 Even if the "sane cause"” and "sane parties”

requi renents are nmet, section 2-619(a)(3) does not nandate
automatic dism ssal. Performance Network Solutions, Inc. v.
Cyberklix US, Inc., 2012 IL App (1st) 110137, 133. Rather, the
trial court should consider four additional discretionary
factors: (1) comty; (2) the prevention of nultiplicity,
vexation, and harassnment; (3) the likelihood of obtaining
conplete relief in a foreign jurisdiction; and (4) the res
judicata effect of a foreign judgnent in the |ocal forum 1d.

1 20 W review the circuit court's decision to dismss an
action pursuant to section 2-619(a)(3) for an abuse of

di scretion. Whittmanhart, 402 1l11. App. 3d at 852. Under the
abuse of discretion standard, we do not substitute our judgnment
for that of the trial court, nor do we determ ne whether the
trial court acted wisely. Crane, 391 Ill. App. 3d at 700. The
cornerstone of this standard of review allows us to reverse only
when no reasonabl e person coul d adopt the view taken by the | ower
court. Id.

1 21 SRAM cl ains the trial court abused its discretion
because there was not an another action pendi ng between the sane
parties when it filed its conplaint. The threshold factor

required to file a section 2-619 (a)(3) notion is that there is
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anot her action pendi ng between the sane parties for the sane
cause. SRAM notes that Rugged initially filed suit in Texas
agai nst SRAM Cor porati on and subsequently filed an anended
conplaint namng SRAM LLC. Finally, Rugged filed an anmended
conpl aint nam ng both SRAM LLC, and SRAM Cor poration

1 22 SRAM cl ai ms, under Texas |aw, when a party's nane is
omtted froman anmended pl eading, the case is effectively

di sm ssed. Jauregui v. Jones, 695 S.W 2d 258 (1985). SRAM
clainms that since Rugged renpved "SRAM Corporation” as a
defendant in its first anmended conplaint, the case was
effectively dismssed. SRAM argues the Texas court has no
jurisdiction over SRAM LLC, in Rugged' s anended conpl aints
because SRAM Cor poration was served with process, while SRAM
LLC, was not served. SRAM has filed a notion to dismss in the
Texas case on this basis. The Texas court has not ruled on the
nmotion. SRAM asks that we anticipate the ruling of the Texas
trial court that its jurisdictional argunment is correct and that
we find there is no case pending.

1 23 I n Jauregui, the court held that the filing of an
anmended conpl aint which omits an originally named party is

equi valent to dismissing that party. However, the underlying
case in Jauregui renmai ned pendi ng even though the party was

effectively dismssed. SRAMs notion to dismss on
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jurisdictional grounds is pending before the Texas court. As the
trial court noted, there is nothing in the record to show the
Texas case has been dism ssed because SRAMs notion to dismss is
still pending.

1 24 The trial court determined SRAM LLC, is substantially
simlar to SRAM Corporation for purposes of determ ning the "sane
parties" requirenent for section 2-619(a)(3). Continental, 366
[11. App. 3d at 347. The trial court made a finding that

anot her case was pendi ng between the sanme parties for the sane
cause al though the notion to dism ss the Texas case is stil

pendi ng. W cannot say the court abused its discretion when it
made the finding.

1 25 When the threshold requirenents of section 2-619(a)(3)
are nmet, the court is not required to dism ss a case. Rather,
the trial court should consider four additional factors: (1)
comty; (2) the prevention of multiplicity, vexation, and
harassnent; (3) the likelihood of obtaining conplete relief in a
foreign jurisdiction; and (4) the res judicata effect of a
foreign judgnent in the local forum S. Kellerman v. M

Communi cations, 112 111. 2d 428, 447 (1986).

1 26 SRAM cl ains that the trial court abused its discretion
because an anal ysis of the four discretionary factors

overwhel m ngly favor denial of the notion to dismss and we
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should find the trial court abused its discretion, citing

Wi tt manhart, 402 1I11. App. 3d at 853. Accordingly, we wll

eval uate the four discretionary factors in this case to determ ne
whet her the circuit court abused its discretion when it dism ssed
this case. Kellerman, 112 Il1. 2d at 447.

1 27 The trial court first made the finding that the Texas
case was the first filed and that Texas has a greater interest in
resolving this case. SRAM disputes the finding that the Texas
case was the first filed because it was not the first to nane
SRAM LLC, as a party. However, as we stated earlier, the
parties need not be identical in both actions; rather, a
substantial simlarity is sufficient. Continental, 366 IIll. App.
3d at 347. The trial court here found that the names were
substantially the same, therefore, the Texas case was the first
filed. W cannot say no reasonabl e person would take the
position of the trial court, therefore, we find no abuse of

di scretion.

1 28 Moreover, lllinois courts have held that the respective
filing time of the actions is not outcone determnative. A E
Staley v. Swift, 84 Ill. 2d. 245 (1980). In A E Staley, the
court found that "no nention is made in section 48(1)(c) of the
respective filing tines of the actions, and it is therefore

apparent that the statute does not attribute any significance to

10
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that factor."” |Id. at 252. "On this point we agree with the
anal ysis of the appellate court ***. That one action is filed
prior to the other would not be determnative." Id.

1 29 The record shows that SRAMis a Delaware limted
liability conmpany which has its principal place of business in

II'linois. During negotiations, Rugged enpl oyees nmade tel ephone

calls to SRAM enpl oyees in Illinois and sent correspondence to
SRAM enpl oyees in Illinois. 1llinois does have a legitimte
interest in the case. Although Illinois may have a legitimte

and substantial interest in a case that was filed first, that
fact does not trunp further consideration of the four

di scretionary factors in deciding a 2-619(a)(3) nmotion to

dism ss. Continental, 366 Ill. App. 3d at 347.

1 30 We note the performance of the agreenment here was not
alleged to take place in Illinois and not all the events |eading
to the breach of contract took place in Illinois. Rugged s
princi pal place of business is in Texas. During negotiations,
SRAM sent sanple hubs to Rugged in Texas. SRAM allegedly shi pped
500 hubs to Florida, know ng they woul d be subsequently used by
Rugged in Texas in the construction of Rugged' s bicycles. Rugged
al l eged SRAM vi ol ated the Texas Busi ness and Conmerce Code, a
Texas statute and sought damages provi ded by that statute.

IIlinois courts woul d not have nore expertise than Texas in

11
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appl yi ng the Texas Busi ness and Commerce Code and Texas has a
strong interest in interpreting its own laws. Although Illinois
has a legitimte interest in the case, we cannot say no
reasonabl e person coul d adopt the view taken by the circuit court
that comty considerations favored the Texas court hearing this
case.

1 31 We next consider the second factor — the prevention of
mul tiplicity, vexation and harassnment. The circuit court nade a
finding that the dism ssal of the case would prevent nmultiplicity
of cases. If the Illinois case were allowed to proceed, the
resolution of the case would require Illinois and Texas courts to
consi der the sanme issues, contracts, and all eged product defects
and possi bly have divergent outcomes. Dismssal would prevent
multiplicity. SRAM argues the nultiplicity consideration favors
allowing its case to proceed because the Texas case will be

di sm ssed after the Texas court acts on the notion to dismss,
thus, there will be no Texas case. However, as we stated
earlier, the issue of whether the Texas case should be di sm ssed
because Rugged named and served SRAM corporation rather than
SRAM LLC, is a nmatter not yet decided by the Texas court. |If
SRAM is correct that the Texas case has been "effectively”

di sm ssed, the Texas court will dismss the Texas case based on

t he procedural issue of whether SRAM was properly served with

12
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process. |If SRAMis correct, SRAMw Il win this dispute in Texas
wi thout requiring the Illinois courts to consider the merits of

whet her the contract was breached. Dism ssal would prevent

multiplicity and this factor weighs in favor of dism ssal. See
Wi tt manhart, 402 I1l. App. 3d at 855.
1 32 The circuit court determned the third factor — the

i kelihood of obtaining conplete relief in a foreign jurisdiction
— favored dism ssal. The court found SRAM could get full relief
in the Texas courts. W note SRAMis not seeking damages from
Rugged. SRAMfiled its declaratory judgnent action seeking a
declaration that it did not breach any contract wi th Rugged, they
had no contractual obligation with respect to Rugged and that
they do not owe noney to Rugged. The Texas courts, in the course
of eval uating Rugged’s conplaint, would be required to detern ne
whet her there was a contract and a breach of that contract and
whet her Rugged is entitled to damages from SRAM or whet her SRAM
owes noney to Rugged. Therefore, the Texas court would fully
eval uate SRAM's clains in the course of evaluating Rugged's
breach of contract and other clains.

1 33 Conversely, if SRAMfails to persuade the Illinois
court that it is entitled to a declaratory judgnent, the issues
of breach of contract would have to be re-litigated in Texas when

Rugged litigates its damage clains. A judgnment in the Texas

13
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court would decide all the issues raised in both cases by both
parties. The Texas case is the broader and nore conprehensive
case.

1 34 Finally, we consider the res judicata effect of the
foreign judgnent in the local forum SRAM argues the circuit
court did not correctly articulate this standard. However, the
appel l ate court may affirma correct dism ssal based upon any
reason appearing in the record. Aida v. Tine Warner, 332 |11
App. 3d 154, 158 (2002).

1 35 In this case, a judgnment for either Rugged or SRAMin
the Texas case would conpletely resolve the issues raised in
SRAM s decl aratory judgnent action. |In the course of deciding
Rugged's clains for danages, the Texas court would of necessity
determ ne SRAM s decl aratory judgnment issues — whether there was
a contract and whet her SRAM owed noney to Rugged. A judgnent in
the Texas case woul d have a res judicata effect on SRAM s

decl aratory judgnent case, therefore, this issue weighs in favor
of di sm ssal

1 36 The issue here is not whether we would have di sm ssed
or stayed the Illinois action, but rather whether the trial court
abused its discretion when it dism ssed the case. Golden Rule

| nsurance Co. v. Robeza, 151 IIl. App. 3d 801, 806 (1986). W

cannot say no reasonabl e person would have ruled the sane as the

14
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trial court. Therefore, we find no abuse of discretion in the

circuit court's dismssal and affirmthe judgnent of the circuit

court.
1 37 In the appellee's brief, Rugged raised a new argunent
for the first time on appeal. Rugged argues SRAM s | awsuit for

decl aratory judgnent is an inproper use of the declaratory

j udgnment statute because it is in essence a suit for a
declaration of nonliability for past conduct, citing How ett v.
Scott, 69 Ill. 2d 135 (1977). "Normally, a declaration of
nonliability for past conduct is not a function of the

decl aratory judgnent statute.”" Howett, 69 IIl. 2d at 143. "A
sound exercise of judicial discretion would appear to us to

necessitate dism ssal of a conplaint seeking a declaration of

nonliability for past conduct.” Chicago & Eastern Illinois
Rai |l road Co. v. Reserve Insurance Co., 99 Ill. App. 3d 433
(1981).

1 38 SRAM responds that its conplaint is seeking a

declaration as to the parties' present rights and obligations,

not past conduct. SRAM s decl aratory judgnent conpl aint requests
a declaration that: "Plaintiff does not have any contractual

obl i gati ons (ongoing or otherw se) to defendant ***; Plaintiff
is not engaging in any m srepresentations or fraud (ongoi ng or

otherwise) ***; Plaintiff is not breaching any warranties ***;

15
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[and] Plaintiff does not owe defendant any noney and has no
obligation to pay defendant noney now or in the future."
1 39 "Normal ly, a declaration of nonliability for past
conduct is not a function of the declaratory
j udgnment statute. Defendant's institution of
a declaratory action deprives the potenti al

plaintiff of his right to determ ne whet her

he will file, and, if so, when and where."
How ett, 69 IIll. 2d at 143.
1 40 The primary purpose of declaratory judgnent is to

permt a plaintiff to obtain a declaration of its rights and
liabilities before proceeding with a course of conduct for which
it mght later be held liable to the defendant. Chicago &
Eastern Illinois Railroad Co., 99 IIl. App. 3d at 437. "C&E did
not seek a declaration that it would not incur liability for a
future course of conduct; it sought a declaration that its past
conduct did not breach certain insurance policies. And, it is
rel evant that when the railroad found out that the insurers were
preparing an action for reinbursenent, it rushed to file first
(and obtai ned the injunction which was vacated in the first
appeal ). Such conduct 'deprives the [potential] plaintiff of his
traditional choice of forumand timng, and it provokes a

di sorderly race to the courthouse.' " 1d. (quoting Hanes Corp.

16
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v. Mllard, 531 F.2d 585, 593 (D.C. Gr. 1976).

1 41 SRAM s decl aratory judgnent here is not being used to
guide its future conduct, there is no future conduct contenpl ated
by the alleged contract. |Instead, SRAM seeks to obtain a
declaration that it is not liable for past conduct. Rugged's
conplaint alleges it exam ned sanpl e hubs provi ded by SRAM and
Rugged sel ected a nodel suitable for use in its bicycles. Rugged
alleges it ordered 500 hubs from SRAMthat were sent to J&. The
transacti on between the parties was conpl eted when the 500 hubs
were delivered and paid for. Although SRAM uses the present
tense to allege it is seeking a declaration, it is not presently
comm tting wongdoing with respect to the defendant, no present
wrongdoing is alleged — it is for the past conduct of shipping
the 500 al |l eged defective hubs that Rugged is seeking danages.
The appellate court may affirma correct dism ssal based upon any
reason appearing in the record. Aida, 332 IIl. App 3d at 158.
SRAM s use of the declaratory judgnent statute to seek a
declaration of nonliability for past conduct provides another
basis to dism ss SRAM s conpl ai nt.

1 42 CONCLUSI ON

1 43 For the foregoing reasons, we affirmthe judgnment of
the trial court.

M1 44 Af firned.
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