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OPINION AND ORDER
COTE, District Judge.

This case involves the termination of a seriesoeinsing agreements between plaintiff
SATCOM International Group PLC ("SATCOM") and deflamt ORBCOMM International
Partners, L.P. ("fORBCOMM"). Under their agreemettis,parties had the option either to
arbitrate or to litigate certain claims. On Decenitig 1998, the plaintiff filed this action
seeking damages and a permanent injunction asag@lterim injunctive relief. On March
18, the Court denied the motion for a preliminamynction. SATCOM has now filed a
motion to stay proceedings before this Court pepdititration. ORBCOMM has filed a
cross-motion to stay the arbitration. For the reassiated, SATCOM's motion is denied and
ORBCOMM's motion is granted.

BACKGROUND
1. Licensing Agreements

ORBCOMM is a Delaware limited partnership withpigncipal place of business in
Virginia. It is the licensor of the ORBCOMM systemnetwork of low-Earth orbit satellites
that has communications applications. SATCOM ismparation organized under the law of
England and Wales with its principal place of baessin England. SATCOM is the
successor in interest to a series of licensingeageats for the ORBCOMM system that
cover a vast territory in the Middle East and Calnisia. For each territory, those
agreements are as follows: a Service Licensee Awre("SLA"), a Ground Segment
Procurement Contract ("GSPC"), and an ORBCOMM Gate8oftware License Agreement
("Software Agreement”) (collectively, "Licensing Aeggments").

Each of these agreements was heavily negotiat€2RBCOMM and SATCOM. Both the
SLA and the GSPC contain nearly identical provisitmat permit the parties to choose either



litigation or arbitration under certain circumstaacSection 15(a) of the SLAS reads in
pertinent part as follows:

Subject to the provisions of Section 18(n), in¢kent of a claim or controversy regarding
any matter covered by this Agreement, ORBCOMM aiwgsee shall use all reasonable
efforts to resolve such claim or controversy witGihcalendar days of receipt by either party
of notice of the existence of any 334 such claimantroversy. In the event the parties are
unable to agree on the resolution of such claioatroversy within such period of time,
either party may remove the claim or controversystitiement by final and binding
arbitration in New York, NY, in accordance with ttieen existing United States domestic
rules of the American Arbitration Associations ("AA (to the extent not modified by this
Section).

(Emphasis supplied.) The second relevant sectiectj@ 15(c), reads as follows:

Except with respect to the application of Secti8(n) hereof, the rights of the parties under
this Section 15 shall be the exclusive method gibalie resolution with respect to any claim
or controversy regarding any matter covered byAlgiieement.

(Emphasis supplied.) The final relevant sectiofastion 18(n), entitled "Equitable Relief,"
and reads as follows:

Each of the parties acknowledges that the ORBCON&eBn and the ORBCOMM Services
provided pursuant to this Agreement are uniquerandgnizes and affirms that in the event
of any breach of this Agreement by it, money damsagay not be adequate and the other
party may have no adequate remedy at law. Accoldiegch of the parties agrees that the
other party shall have the right, in addition ty ather rights and remedies existing in its
favor, to enforce its rights and the other pamkgations hereunder not only by an action
for damages but also an action or actions for §ipgmrformance, injunctive relief and/or
other equitable relief.

(Emphasis supplied.) SATCOM and ORBCOMM agree thatcomparable sections of the
GSPCs, located at Sections 10 and 11(0), are ntetrialéy different from the quoted
provisions.

When read together, these provisions provide thutration is — with one exception — the
exclusive method of resolving disputes with resgecany claim ... regarding any matter
covered" by the Licensing Agreements. When therciaito enforce a party's rights or
obligations under the agreements, however, théegdrave the option of bringing an action
in court for damages as well as equitable relief.

On October 16, 1998, ORBCOMM sent letters to SATC@iNIfying SATCOM of its intent
to terminate the Licensing Agreements in sixty d&ys December 18, 1998, at the end of
the sixty day period, ORBCOMM sent a second l¢daninating the Licensing Agreements.

2. Procedural History

Exercising its right to litigate under Section 18¢hthe SLAs, SATCOM filed this action on
December 23, 1998. The complaint seeks to recavéwo causes of actions: (1) breach of
contract on the ground that ORBCOMM wrongfully témated the Licensing Agreements,
and (2) tortious interference by ORBCOMM with SATRI@ prospective business relations
with a company called Keppel Communications thak ¢@nsidered buying SATCOM prior
to termination of the Licensing Agreements. In I paragraph of each cause of action,



SATCOM seeks damages "in an amount to be deternainethl.” SATCOM's request for
relief at the end of the complaint reads as foltows

SATCOM respectfully requests that this Court eateorder: (a) granting SATCOM a
preliminary and permanent injunction enjoining ORB@M ... (b) granting SATCOM final
judgment against ORBCOMM for all actual and pumtdamages determined at trial of this
action to have been sustained, together with pgejht interest; (c) granting SATCOM

final judgment against ORBCOMM for all allowablests, attorneys' fees and other litigation
expenses to the extent recoverable under applitableand (d) granting SATCOM such
other and further relief 335 as to the Court mayuseand equitable.

(Emphasis supplied.)

On the same day, plaintiff moved by order to shawse for a temporary restraining order
("TRO") pending a preliminary injunction. The Coddclined to enter a TRO because of
plaintiff's delay in seeking a TRO after the expaa of the contractual notice period, and
scheduled a preliminary injunction hearing for Feloy 8, 1999. At the initial conferences
with the Court, the Court stated its view thatnfaxbitration clause existed and arbitration
would ultimately take place, discovery should Ineitied.[1] Neither party informed the Court
of an intent to arbitrate or a desire to have adéichhearing for a preliminary injunction in aid
of arbitration. Each party pressed for full discgvigom the other side. The Court restricted
discovery to that appropriate to a preliminary ngtion motion, but allowed sufficient
discovery to develop the merits of every issudalawsuit. For instance, the Court
permitted full document discovery of the relatioipsbetween the plaintiff and the defendant,
but restricted each party to two depositions ofdtieer side, and to minimal discovery of the
defendant's relationships with its other licensees.

During the intervening two months, the parties gaghin vigorous discovery. The Court
held a number of conferences with the partiesgolve discovery disputes, and issued one
opinion addressing ORBCOMM's assertion of the a#giclient privilege over
communications at an ORBCOMM Executive Committeeting. At both parties' request,
the hearing date was adjourned by over a monthMatich 15, 1999. By the time of the
hearing, ORBCOMM had produced roughly 9,000 page®ouments. In addition,
discovery during this time was carried out witheye toward litigation after the preliminary
injunction hearing. For example, SATCOM served@sd set of document demands on
February 19, 1999, that were returnable after #te df the hearing.[2]

As noted, the hearing began March 15, 1999. Witbbjgction by the parties, the direct
testimony of all withnesses had already been predemtcording to this Court's customary
practice, that is, by affidavit. SATCOM submitteidedt testimony from the Chairman, Chief
Executive Officer, Chief Operating Officer, and &stor of Middle East Operations, as well
as from two directors and a shareholder. ORBCOMNMWhstted direct testimony from the
Director of Space and Operations of its parent amgpits Chief Financial Officer, and the
two Vice Presidents and the Regional Director iargk of the Middle East and Central
Asian regions. Both sides also submitted an exterdsbcumentary record. At the hearing, all
witnesses but one were cross-examined. The helastey 3 days. At the end of the hearing,
the Court read a fifty-nine page opinion containiimglings of fact and conclusions of law
based on the prehearing submissions, the argurokeotsinsel, the extensive documentary
evidence, and the testimony of the witnesses. Thet@enied plaintiff's motion for a
preliminary injunction.



After delivering its opinion on March 18, 1999, tGeurt indicated its view that "[t]he next
stage in this litigation may be the schedulingh&f tompletion of discovery in this case,
scheduling of summary judgment motions and thenggetif a trial date.” The Court
instructed the parties "to spend the next weelecgfig on a proposed schedule and talking
with each other, and then to advise me in writiggnb later than March 26 of your proposal
336 for such a schedule." On March 26, 1999, therGpanted a request by SATCOM to
extend "the date by which a proposed schedulingrosll be submitted until March 31." As
of the time of the March 26, 1999 letter, SATCOMImever indicated to the Court or to
ORBCOMM a desire to arbitrate any of the issuethim case.

On March 29, 1999, SATCOM filed a motion for an@rdtaying this action pending
arbitration. SATCOM also filed a demand for artitva with the American Arbitration
Association on the same day seeking damages auactive relief.” An amended demand
dated April 2, 1999, seeks solely money damage® RBCOMM's "wrongful termination of
and tortious interference with [SATCOM's] licenses On April 19, 1999, ORBCOMM
filed a cross-motion to stay the arbitration. OrriRp0, 1999, SATCOM filed a notice of
appeal from this Court's March 18, 1999 decisiomydey a preliminary injunction.[3]

DISCUSSION

SATCOM relies on the dispute resolution languagi@lLicensing Agreements to argue that
this Court should stay proceedings pending arlminatn response, ORBCOMM argues that
the governing agreements no longer permit arbatnagind that SATCOM has in any event
waived its right to arbitrate. ORBCOMM also seelstay of the arbitration proceedings. The
Court will set forth the basis for its jurisdictialuring the pendency of the plaintiff's appeal
from the decision denying the motion for a preliaryinjunction, review the legal standard
that applies to construction of agreements to iateit and then address the two principal
disputes presented by the parties: (1) whethagitsements with ORBCOMM permit
SATCOM to arbitrate this dispute at this junctuaed (2) whether under the waiver doctrine
SATCOM has lost its right to arbitrate the dispytessented in this action.

1. Jurisdiction During Pendency of Appeal

As a general matter, the filing of a notice of gpeal divests this Court of its jurisdiction
until the issuance of the mandate by the courppgals. See United States v. Rodgers, 101
F.3d 247, 251 (2d Cir.1996). "The divestiture afgdiction rule is, however, not a per se
rule." 1d. The district court retains jurisdictiorhere "the appeal is from an order granting or
denying a preliminary injunction.” Webb v. GAF Cqrp8 F.3d 53, 55 (2d Cir.1996). See
also New York State Nat'l Org. for Women v. Te®886 F.2d 1339, 1350 (2d Cir.1989). As
a result, this Court has jurisdiction to decide ¢h@ss-motions during the pendency of the
appeal.

2. Applicability of the Convention
Neither party addresses the applicability of the@mtion on the Recognition and

Enforcement of Foreign Arbitral Awards ("Conventlpr® U.S.C. § § 201-208, to the
current dispute. The Second Circuit has recentlgued the Seventh Circuit, holding that



"any commercial arbitral agreement, unless it tsvben two United States citizens, involves
property located in the United States, and hasasanable relationship with one or more
foreign states, falls under the Convention."

Yusuf Ahmed Alghanim & Sons, W.L.L. v. Toys "R" Usc., 126 F.3d 15, 19 (2d Cir.1997)
(quoting Jain v. de Mere, 51 F.3d 686, 689 (7thl©®5)). The Licensing Agreements
involve parties from the United Kingdom and the tddiStates, signatories to the
Convention, and contemplate significant contracpgsformance outside the United States.
As such, the 337 Licensing Agreements come witténgurview of the Convention.

The Convention is enforced in United States caarescordance with the Federal
Arbitration Act (the "FAA"), 9 U.S.C. § § 1-14 (188 See Genesco, Inc. v. T. Kakiuchi &
Co., 815 F.2d 840, 843 n. 3 (2d Cir.1987). The Fafoblies to actions brought under the
Convention to the extent that the two chaptersiaten conflict. See 9 U.S.C. § 208. See
also Yusuf Ahmed Alghanim, 126 F.3d at 20 (FAA &@whvention have "overlapping
coverage™) (quoting Bergesen v. Joseph Muller Carp0 F.2d 928, 934 (2d Cir. 1983)).
Under the FAA,

A court asked to stay proceedings pending arbinatiust resolve four issues: first, it must
determine whether the parties agreed to arbitsaynd, it must determine the scope of that
agreement; third, if federal statutory claims asseated, it must consider whether Congress
intended those claims to be nonarbitrable; andffioufrthe court concludes that some, but

not all, of the claims in the case are arbitraiblsust then decide whether to stay the balance
of the proceedings pending arbitration.

Oldroyd v. Elmira Savings Bank, FSB, 134 F.3d 7,76 (2d Cir.1998). The Court will

apply the same test under the Convention.[4]

3. Standard for Interpreting an Agreement to Adér

Under the FAA, the standard for interpreting areagrnent to arbitrate is well-established.
The FAA provides that a

written provision in any ... contract evidencinggansaction involving commerce to settle by
arbitration a controversy thereafter arising ouswth contract or transaction ... shall be valid,
irrevocable, and enforceable, save upon such geoas@xist at law or in equity for the
revocation of any contract.

9 U.S.C. 8§ 2. See also Convention art. Il, repdrae9 U.S.C. 8§ 201 note. As a method of
alternative dispute resolution, federal policy sgly favors arbitration. See Oldroyd, 134
F.3d at 76. "[A]ny doubts concerning the scoperbiteable issues should be resolved in
favor of arbitration." Moses H. Cone Mem'l HospMercury Constr. Corp., 460 U.S. 1, 24-
25,103 S.Ct. 927, 74 L.Ed.2d 765 (1983); accoradeetex, Inc. v. Morganton Dyeing &
Finishing Corp., 67 F.3d 20, 25 (2d Cir.1995). Addition clauses are therefore to be
construed as broadly as possible, and arbitratibibe/compelled "unless it may be said
with positive assurance that the arbitration classet susceptible of an interpretation that
covers the asserted dispute.” David L. ThrelkeR8 B.2d at 250 (internal quotation
omitted).

Of course, federal law "does not require partiearbitrate when they have not agreed to do
so"; it simply requires courts to enforce an aditn clause, like any other contract clause,
in accordance with its terms. Volt Information $wes, Inc., v. Board of Trustees of Leland
Stanford Junior Univ., 489 U.S. 468, 478, 109 S12#48, 103 L.Ed.2d 488 (1989). "[A]



party cannot be required to submit to arbitratiop dispute which he has not agreed so to
submit." Leadertex, 67 F.3d at 27 (internal quotatiand citations omitted).

338 4. Application of the Licensing Agreementshe Request to Arbitrate

The parties agree that Section 18(n) of the SLAsides them with a choice to litigate or to
arbitrate certain disputes. Both parties furtheeaghat SATCOM had the right to litigate
both of the claims it brought in this action. Bgidrties also agree, at least implicitly, that
under their agreements a party cannot choosagdatitand arbitrate the same dispute at the
same time. ORBCOMM argues that while the agreenginésthe parties the option to

litigate or arbitrate, they do not envision thagaaity can remake that decision in midstream. It
argues that the interaction of the provisions poedua "salutary and logical" arrangement to
"avoid[ ] precisely the sort of piecemeal litigatiSATCOM seeks now to compel.”

ORBCOMM's position is persuasive. There is no iovi in the Licensing Agreements to
permit a party to make the choice between litigaiad arbitration a second time for the
same dispute, or to jump back and forth betweemvibeoptions for dispute resolution at its
whim or when it meets with an adverse ruling. Baeagndorsement of such a right would be
so unusual and potentially expensive to both partievould be expected that the right to
remake the choice — if such right existed — woudspecifically addressed in the
agreements and it is not.

In response, SATCOM attempts to argue that therachéxplicitly contemplates its
approach:

the License Agreements specifically grant eachyphsd right to seek both preliminary relief
in court and arbitration of the ultimate meritsioé dispute. The arbitration provisions
expressly authorize either party to "remove" ancléo arbitration, and are made subject to
the parties' right, "in addition to any other riglaind remedies," to seek equitable relief.
(Emphasis omitted and supplied.) Even assumingthimats a reasonable interpretation of the
Licensing Agreements, this is not the course tHaE@EOM has pursued. Instead, SATCOM
at first sought full relief in this Court and noweks full relief instead in arbitration. Not even
SATCOM's proffered interpretation of the provisipermits this approach, and SATCOM
has identified no other provisions of the Licenskgyeements that allow such a switch.

SATCOM also refers to the well-established legahatrity for a party's right to bring an
action for an injunction in aid of arbitration. S&merican Express Fin. Advisors, Inc. v.
Thorley, 147 F.3d 229, 231 (2d Cir.1998); Blumehthaverrill Lynch, Pierce, Fenner &
Smith, Inc., 910 F.2d 1049, 1051-52 (2d Cir.19%¥e also Borden, Inc. v. Meiji Milk
Prods. Co., 919 F.2d 822, 826 (2d Cir.1990) (Conhwardoes not preclude injunction in aid
of arbitration). Reference to this law highlighte tstrength of ORBCOMM's argument. If
SATCOM had wished to arbitrate the dispute undegdyhis action, it could have done so
and at the same time brought an injunctive actitomaintain the status quo pending the
completion of arbitration. That is not, howevege ttourse it adopted. Instead, SATCOM
filed an action for a jury trial on the merits aga award of damages and permanent
injunctive relief.[5] Having made this choice, @a$no right under the agreements to abandon
this litigation and start afresh with an arbitratid[l]t is the duty of the courts to enforce not
only the full 339 breadth of the arbitration clauset its limitations as well." State of New
York v. Oneida Indian Nation of New York, 90 F.38,%2 (2d Cir.1996).



Having reached this conclusion, it is unnecessaryhfe Court to resolve several subsidiary
arguments addressed by the parties. For instarlRBOOMM argues both that the tortious
interference claim in the arbitration demand isthetsame claim as that pleaded in this
lawsuit, and that the tortious interference clamthie lawsuit is not arbitrable since it does
not concern a "matter covered" by the Licensingeg&gnents. In response, SATCOM only
refers generally to the "claims" without specifymbether it agrees that there is any
difference between the complaint and the arbitratiemand and insists that it will not
proceed with any claims before this Court if petedtto arbitrate. It does not address directly
the argument that the tortious interference clamat arbitrable. ORBCOMM also argues
that SATCOM has not provided the predicate noticgiggger arbitration that is required by
the Licensing Agreements. Because the Licensingé&mgents no longer permit SATCOM to
arbitrate either dispute presented in this actioese disputes may remain unresolved.

5. Waiver

Even if SATCOM's agreements did not bar it fromagiog to arbitrate disputes it had
previously chosen to litigate, through its pursdithis litigation SATCOM has waived its
right to arbitrate. Even where an agreement costaivalid arbitration clause, "[a] party is
deemed to have waived its right to arbitration iehgages in protracted litigation that results
in prejudice to the opposing party.” S & R CoKafigston v. Latona Trucking, Inc., 159

F.2d 80, 83 (2d Cir. 1998) (quoting Cotton v. Sloh&.3d 176, 179 (2d. Cir.1993)). Waiver
operates as "an equitable defense" and is apptelyridecided by the Court. Doctor's
Associates, Inc. v. Distajo (Distajo 1), 66 F.343854-56 (2d Cir.1995).

While waiver of arbitration is not to be lightlyferred, the issue is fact-specific and there are
no bright-line rules. Factors to consider inclutiethe time elapsed from the commencement
of the litigation to the request for arbitratio) (he amount of litigation (including
exchanges of pleadings, any substantive motiomsdetovery); and (3) proof of prejudice,
including taking advantage of pre-trial discoveot available in arbitration, delay, and
expense.

S & R Co., 159 F.3d at 83 (internal citations oedjt Any doubt as to whether there has
been a waiver should be resolved in favor of aabdn. See PPG Indus., Inc. v. Webster
Auto Parts Inc., 128 F.3d 103, 107 (2d Cir.1997 déciding whether there has been a
waiver, a court should have a "healthy regardtergolicy of promoting arbitration."
Leadertex, 67 F.3d at 25.

Turning to the first factor — the time elapsed —pmgximately four months passed between
the filing of this action and the filing of plaiffts demand for arbitration. This time period is
not, by itself, long enough to infer waiver. Se@, ePPG Indus., 128 F.3d at 104 (five
months not enough to infer). Nonetheless, durimgpbriod of intense litigation and
discovery, SATCOM can point to no evidence of artgmt to arbitrate prior to the filing of
the instant motion. The initial complaint seekshbpteliminary and final relief before this
Court. The fact that the present intent to arletsaas only discovered once SATCOM failed
to prevail at the preliminary injunction hearingkea the elapsed four month period not
insignificant. See Leadertex, 67 F.3d at 26 (sewenth period). Furthermore, as noted
above, had it previously possessed an intent fitraiids SATCOM could have preserved its
right to do so by seeking preliminary relief in @farbitration. It chose not to do so.

340 Turning to the second factor — the amounttafdtion — there is no requirement that
the party against whom waiver is urged have masigogditive motions. See S & R Co., 159



F.3d at 84. Instead, a filing of pleadings, excleabdiscovery, settlement conferences, and
litigation of lesser issues related to the merigg/rbe significant. Id. Here, the parties both
filed pleadings and exchanged significant discov&he documents requested, although
limited to some degree by the Court, spanned slies related to the merits of the case.
ORBCOMM produced roughly 9,000 pages of documdtdsar depositions were taken of the
two ORBCOMM employees who worked on a daily basih WATCOM, and of both the
founder and Chief Operating Officer of SATCOM. Treliminary injunction hearing was
also a "mini-trial" of all substantive issues exicep damages in this case.[6] The parties
litigated fully both causes of action and a stagdingument related to the assignment under
which SATCOM obtained its rights under the Liceigskgreements. In an opinion which
addressed all issues raised by the parties, the Goted that "[t]he factual record is
extensive and it is unlikely to be materially difat at trial.” As a result, although this
litigation has had a relatively short life, neaalysubstantive issues have already been
litigated extensively. Furthermore, the partie® @ppeared before Magistrate Judge Peck on
January 20, 1999, for a settlement conferencetéonat to resolve their differences.

Nonetheless, it is the third factor — prejudice hattclearly tips the balance in favor of a
finding of waiver. Sufficient prejudice exists whkea party against whom waiver is asserted:
(1) engages in discovery procedures not availabébitration, (2) makes motions going to
the merits of an adversary's claims, or (3) deiaysking arbitration rights while the
adversary incurs unnecessary delay or expenseC&emn, 4 F.3d at 179. All three kinds of
prejudice exist here. Furthermore,

the prejudice that supports a finding of waiver barsubstantive prejudice to the legal
position of the party opposing arbitration, suchwan the party seeking arbitration loses a
motion on the merits and then attempts, in effiectelitigate the issue by invoking
arbitration ....

Doctor's Assocs., Inc. v. Distajo (Distajo Il), 188d 126, 131 (2d Cir.1997) (internal
guotation omitted). That substantive prejudice tisxés well.

Here, the parties took extensive discovery undeFgderal Rules of Civil Procedure.
Although SATCOM attempts to show that the arbitratmould order extensive discovery, it
cannot contest that arbitration offers much lessaliery than that available under the
Federal Rules. See, e.g., NBC, Inc. v. Bear Stefai@s., 165 F.3d 184, 190-91 (2d
Cir.1999) (discussing discovery limits imposed by.$.C. § 7 and in arbitration in general);
In Matter of Application of ABN Int'| Capital MktCorp., 812 F.Supp. 418,419 n. 1
(S.D.N.Y.1993) (depositions normally not permittedarbitration). In addition, plaintiff's
motion for a preliminary injunction placed befohestCourt all of the issues, once again with
the exception of damages, that need final resalu@mpare Distajo II, 107 F.3d at 133
(waiver does not occur where same issues aretigaitéd in both forums). Although not
dispositive, ORBCOMM states that it has alreadyspearly $900,000 in attorney's fees
and costs litigating this action. See Leadertex;-&d at 26. Arbitration would also cause
substantive prejudice to ORBCOMM because it hagiggdly prevailed in this action to date
and would be forced to start over in arbitratiottV8ATCOM.

341 Finally, ORBCOMM is far more prejudiced thamviduld have been had SATCOM
sought only a preliminary injunction in aid of ariation. If SATCOM had sought an
injunction in aid of arbitration, the Court couldye minimized the expenditure of resources
by the parties and the Court, and decided the mdtioa preliminary injunction on the same
basis that it decided the TRO — the lack of irrepée harm based on SATCOM's delay in



seeking relief. See Nassau Boulevard Shell Seatidat Inc. v. Shell Oil Co., 869 F.2d 23,

24 (2d Cir.1989). Shell Oil was the basis for @@murt's refusal to enter a TRO as well as one
ground for the finding that SATCOM had failed tonttenstrate irreparable harm at the
preliminary injunction hearing. Instead, believihgt it would assist the parties in their
further litigation in this Court, including in av&uation of whether a settlement was
appropriate and on what terms, the Court allowdxstsuntial discovery on the merits,
conducted a full evidentiary hearing, and maderestte factual findings and particularized
conclusions of law as to each of the alleged defdbht were the basis for the wrongful
termination claim. In sum, this case was litigavgdoth parties and managed by the Court in
reliance on SATCOM's decision that it would seetkdigation of its claims through full
litigation on the merits before the Court. In sedftumstances, it would unfairly prejudice
ORBCOMM to require it to defend again in anotheufa.

Weighing these three factors, the Court finds abahdvidence that SATCOM has waived
its right to arbitrate. This conclusion is partady appropriate given SATCOM's status as
plaintiff. The touchstone of waiver is the takinfgagtion inconsistent with the right to
arbitrate. Customarily, waiver is urged againstdbendant and the inquiry for the court is
whether the defendant litigated enough and ther ailde has suffered sufficient prejudice
such that the defendant's waiver of the right biteate may be inferred. Rarely does a
plaintiff begin a litigation on the merits and thalter course and attempt to compel an
arbitration. See Distajo I, 66 F.3d at 456-57 (clirey waiver inquiry based on party's
instigation of state litigation); Zwitserse Maatappij Van Levensverzekering En Lijfrente v.
ABN Int'l Capital Mkts. Corp., 996 F.2d 1478, 14@1 Cir.1993) (affirming In re ABN Int'l
Capital Mkts. Corp., 812 F.Supp. at 420) (waivenfad after party took testimony in Europe
under the guise that it was necessary for litiggti6reeman v. Complex Computing Co., 931
F.Supp. 1115, 1119 (S.D.N.Y.1996) (plaintiff dict meive the right to arbitrate by filing an
action when its reason for doing so was "reasongliain”), aff'd in part rev'd in part, 119
F.3d 1044 (2d Cir.1997). In this case, the Couedneot examine the record to determine
whether SATCOM's intention to waive its right tdoidirate may be fairly inferred. Instead,
there is on the face of the complaint clear evidesfche plaintiff's conscious decision to
litigate rather than arbitrate this dispute. Se&Rilus., 128 F.3d at 109 (considering
evidence of intent).

In summary, SATCOM has waived any right it previgusad to arbitrate the issues in this
case.[7] Prior to the filing of the arbitration dend, SATCOM's conduct was inconsistent
with a party seeking to preserve a right to artetend a finding of waiver is therefore
appropriate.

342 6. Stay of Arbitration
ORBCOMM also filed a notice of motion to stay thbiration. SATCOM argues either that
no such power exists or that it exists in only tedisituations. The Court agrees with

ORBCOMM that a stay is appropriate.

The FAA does not explicitly authorize a districtucbto stay arbitration. In a recent opinion,
the Second Circuit declined to reach the questiamhether or not such a power exists:

we do not need to decide whether the FAA givesridmurts the power to stay arbitration
proceedings. While 8 3 of the FAA gives federalrit®the power to stay trials pending



arbitration, we note that a number of courts haald that, in appropriate circumstances, 8§ 4
of the FAA may be applied to enjoin arbitration geedings.

Westmoreland Capital Corp. v. Findlay, 100 F.3d,Z&®5 n. 3 (2d Cir.1996). Nonetheless,
the First Circuit has unequivocally recognized plogver of federal courts to stay an
arbitration:

The Act expressly provides federal courts withgbever to order parties to a dispute to
proceed to arbitration where arbitration is cafiedby the contract. 9 U.S.C. 8 3. To allow a
federal court to enjoin an arbitration proceedirtgoh is not called for by the contract
interferes with neither the letter nor the spifitiee law. Rather, to enjoin a party from
arbitrating where an agreement to arbitrate ismatiseéhe concomitant of the power to
compel arbitration where it is present.

Societe Generale de Surveillance, S.A. v. Raytliagnpean Management Systems Co., 643
F.2d 863, 868 (1st Cir.1981) (emphasis in origindge also L.F. Rothschild & Co. v. Katz,
702 F.Supp. 464, 468 (S.D.N.Y.1988).

Despite the persuasiveness of the First Circaigge) the present case arises under the
Convention rather than the FAA. The Conventionlseent provision to Section 4, Section
206, reads as follows:

A court having jurisdiction under this chapter ndiect that arbitration be held in
accordance with the agreement at any place thpreinded for, whether that place is within
or without the United States.

9 U.S.C. § 206.

The logic of Societe Generale applies with equalddo Section 206, particularly where, as
here, the district court has a basis for subjedtengurisdiction other than the Convention
and has personal jurisdiction over the partiesti@e06 unequivocally directs the court to
order arbitration where appropriate. It would fallcas under Section 4, that the court should
have a concomitant power to enjoin arbitration ehembitration is inappropriate. A failure to
do so would frustrate the goals of arbitrationgsithere would be delay and increased
expense as the parties litigated in both foradutiteon, the potential for injury to

ORBCOMM is significant and irreparable, since ituldbbe unable to recoup the costs
incurred arbitrating toward an award that will oi#tely be vacated by this Court. Cf.
Maryland Casualty Corp. v. Realty Advisory Boardlabor Relations, 107 F.3d 979, 984-
85 (2d Cir.1997). Finally, the Second Circuit hlxsady affirmed district court decisions
staying or enjoining arbitration proceedings withbading it necessary to articulate its basis
for doing so. See, e.g., id.; Collins, 58 F.3d&t2witserse Maatschappij, 996 F.2d at 1481
(2d Cir.1993) (affirming In re ABN International @igal Markets Corp., 812 F.Supp. at 423).

CONCLUSION

Plaintiff's motion for a stay is denied. Defendaunt'otion to stay arbitration is granted, and
SATCOM is enjoined from proceeding with the arhlitra.

SO ORDERED:
[1] The defendant had brought the existence ofrairation clause to the attention of the

Court. The plaintiff took the position at that tirt@wever, that its tortious interference claim
was not arbitrable.



[2] On filing the present motion for a stay, SATCQWthdrew these document demands.

[3] In a letter to the Court dated May 19, 1999 T&2OM indicated that it “filed the notice of
appeal because it had to in order to preserveppead' and that it will not prosecute its
appeal if this Court grants its motion to stay.

[4] Where the Convention provides the sole bagiguigsdiction, there was previously an
open question as to whether the court that ordbrgaion under the Convention must
dismiss the action or may retain jurisdiction id af arbitration. David L. Threlkeld & Co. v.
Metallgesellschaft Ltd., 923 F.2d 245, 253 n. 2d1991). Nonetheless, it now appears
that the Court may retain jurisdiction and staydbgon under its inherent power to control
its docket. See, e.g., Europcar ltalia, S.p.A. aidlano Tours, Inc., 156 F.3d 310, 316 (2d
Cir.1998) (quoting Clinton v. Jones, 520 U.S. 6816-07, 117 S.Ct. 1636, 137 L.Ed.2d 945
(1997)). In this diversity case, of course, theran independent basis for jurisdiction.

[5] Plaintiff erroneously argues on the basis @&vi&irt v. United States INS, 762 F.2d 193,
198-199 (2d. Cir.1985), that it was required tostaurct its pleading as it did as a
jurisdictional prerequisite in order to seek injtime relief. Stewart contains no such
requirement and instead only requires that a ptapiead the cause of action on which it
seeks injunctive relief. Plaintiff could have sotigimply an injunction in aid of arbitration.
Rule 8, which requires only "a demand for the fe¢he pleader seeks,"” would therefore have
been satisfied.

[6] In its memorandum of law in support of the prehary injunction, SATCOM also sought
to place the damages issue before this Court byngale Court rule on a limitation of
damages provision contained in the Licensing Agex@s) The Court declined.

[7] SATCOM also attempts to argue that the AmeriBalpitration Association Rules
incorporated into the Licensing Agreements precludiading of waiver. This argument was
explicitly rejected by the Second Circuit: "we hatltcht the presence of the "no waiver' clause
does not alter the ordinary analysis undertaketetermine if a party has waived its right to
arbitration." S & R Co., 159 F.3d at 86. SATCOMeatpts to state that either Section 18(n)
or the generic no waiver clause of the SLAs wowdeha similar effect of precluding waiver,
but those arguments fail for the same reason. #audsed above, SATCOM cannot plausibly
argue that the path it has chosen is authorizatidicensing Agreements. In addition, the
waiver at issue here is equitable, not contragtunhture.
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