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AMERICAN DlAGNOSTICA 

UNITE~ STATES DI STRICT COURT 
SOUTHERN DISTRICT Of NEW VORi( 
...... . . .. ..... . _ ... _ .. .. ... · · · · · ·· 1 

AMERCCAN DIAGNOSTICA OF 
r.oNl ' EC~ ICUT INC . • 

Ph il~t 1 H, ORDER 

-against-

CENTERCHEM, we . and 
GRADIPORE: LHlITED. 

DeEenda!lL~. 

. - -_ .. ,--.- - --- .. . . - -_ . ... - ·······-x 

APPEAJUJ~CES : 

CHIll, D.J. 

AROC KS IiAW! HAFFNER. DELAHUNTY 
Attorneys for Plaintiff 

By, G.T. Delahunty, Esq . 
A ~ t red L. Haffner, J r . . Esq. 
Harold Haidt, !::sq . 

99 Park Avenue 
New York , New York 10016 

ROSBII DAINOW & JACOBS, L.L. P. 
Attorneys for Defendants 

By : James David Jacobs, Esq . 
Eugene D. Berman, Esq . 

489 Fifth Avenue 
New York. New York 10017 

94 Civ. '1041 We) 

Plaintiff American Diagnostica of Connecti cut Inc . 

~v~~ Cor reargument of my Memorandum Decision dated Pebruary 1~, 

1996. in which I granted defe:'\dante' motion to stay this actio:'\ 

pend ing arbitration . Plaintiff's notion is denied ~for threp. 

reasons . 

First, this d1spete ~arise6 out of or relates to" the 

distribution agreement dated June 27, 1991 (the "Agreement" ) 

between pla1ntiff and Cradipore and thus is subject to the 

Agreement's arbitration clause. The principle disp~ tj betw>!e~ 

!:he parties ls whethet" paragraph IS of the "greement precludes 

pl~intifr from pur~uin9 lh~ trademark claims asserted in tt.ic 

action . Because this dispuLe requires an interpretation of the 

Agceement, it necessarily arises out of or relates to the 

Agreement. Thus. the arbitratior. clau6~ applies to this act ion. 

Second. plaint irf'~ argument that I should not hav~ 

stayed the action with respect to Centerchem is also rejecten. 

~laintifE'G concern appears to be tha ~ Centerchem would not £e 

bound by an Australian arbiter's decision. There is no basi~ for 

this concern . Centerche~ has represented to the Court that, if 

p!aintiff prevails at the arbitration, it will be bound by slich a 

ruling. If Gradiporc prevails at the arbitration then :here is 

no need for Centerchem to be -bound - by that rulir.g. as it t oo 

would have won . 

Third, there is no need to lift the atay to allow 

plaintiff Lo move for a prdiminary injunction. In a letter 

dated April 1, 1996, Gradipore informed the Court that it would 

agree to provide the Australian arbiter with the pO'Ner to order 

interim relief, such as an injunction. Thus, plaintiff can 

obtain any prelimtnary relief it seeks through the arbitration 

process . Mor@over. as discussed above. C~nterchem's 

representation tha.t it would be bound to the arbiter'S decision 

applies to any injunctive relief that ~y be l~posed. ThUS, if 

the arbiter orders Gradipore t o stop sending i t s product to 

Centerchem, Cent ere hem would also be prohibited from distributing 
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that product in the Uni ted States . 

For these reasons, plaintiff's mot ion for reargult'.er.t. ':'5 

rlenif!d . 

SO ORDERED . 

Oa:ed : Ne\l York. ~e .... YOI k n /"'\ ' 
April 4. 1996 ~ ~ 

DENNY CNIII 
~r.~ted Slates Oistr,.ict Judge 

. 1 . 
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• 
UNITED STATES DISTRICT COURt 
SOU;HERN DISTRICT Or. N8W YORK 
. .... . .. .. . ... . .. . .. . ...... . ... . .. ·1 

AMERICIIlI OIAGtlOSTICA OF 
CONNECTICUT I NC. , 

Plaintiff, 

·aga ins t-

C~rlrF.R CHEM, INC. and 
GRAOTPORE LIM ITE D, 

De~endanL s. 

. . .. " . .. . ... .. ..... . ·.· .. ··· · · ···· x 

APPEJJI.A}IC!SI 

BROOKS IIJ. !!>T HAFnll·:R " DELA.HUNTY 
Attorneys for P:ain:iff 

By: G.T. Delahunty, r.~q . 

I!EMORA!!Dt!H 0 [ eI S lQJ! 

94 eiv. 7041 (DCI 

Altred L. !laf f r:e r. J!" . . r.sq . 
Harold Ualdt . ~sq. 

CHI n , D. J. 

99 Pa rk Avenue 
New York, New York IOn 16 

ROSEN DAINOW , JACOBS. L. L. P. 
Attorneys for De:endants 

By: James 'avid Jacobs, Esq. 
Eugene O. Berman, Esq. 

489 Fifth Avenue 
New York, New York 10017 

In this trademark act ion, defendants Cent erchen, I nc. 

and Gr adlpore Llno.i tea have moved to stay this action and compe l 

arbitration. Defem)allLs rely on a clause i n a d i stribution 

agreement dated June 27 , 1991 (t l lt! "Agreement") provi d i ng t ha t 

disputes "arising out of 0[" ["elated to· the Agreement would be 

resolved through arbitration . Plaillliff American Diagnostic4 of 

Connecticut Inc . argues that none 3{ its c laims and only two of 

de rendant~' ten cOllnr erclahs aris: out of or r~ lat e t o the 

Lip ._f\( •• C" . '-# • • 1 " ) "."\.." ~" I -·Iff • "J, .... ~t • • !VI f ln t th, t 
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• 
th~s dlspute does indeed arise out of or relate to the Agree~ent. 

de fendants' motion is granted. 

BACKGROUND 

Gradipore l,iml:ed ("Gradipore"l Ls an Australian 

company that manufac~ures and distributes diagnostic chemical 

reagent products. Cen~erchem !nc . t"Centerche~·J is Gradipore's 

current distdbutor of two such prodl:cts, "LA-Screen- and · LI\-

Confirm.· These reagcnta ,lre used to detee-mine whether Lupu~ 

anticoagulants are present in human body fluids . 

1n 1990, Gradipore contucted plaintiff about 

d:'stribu:ing a prod'...lct ca:ted "Lupo · Tc9t , - a precursor to ·LI\-

Screen.- Atler some discussions. Gradipore and plaintiff entered 

into the Agreement. whereby pl aintif f became Gradipore'o non· 

exclusive distributor of Lupo·Test . Under the Agreement, 

plaintiff: was responsi:,le for all marketing and adverti sir.g of 

tr.e product. Thus, the product was sold unde r a name that 

plaintiff chose, · OVVtest . " Also, the product label i ncluded 

plaintiff's tradel1lark . Hevertheless, the Agreement limited 

plaintiff's rights to use and profit from the product's name. 

Paragraph 15(a) of the Agreement is particularly relevant: 

(T1he Distributor (plaintiffJ ackno~ledges and 
agreeD that it shall have no right whatsoever to 
claim coata, damages , reiftbursemenc or 
compensation (rom Gradipore in respect of 
publicity work, advertising or any goodwill 
created for the said products in ~he territory , 
upon or by virtue of or as a result of the 
expiration or termination of this Agreement. 

- 2 -

) 

• 
Agreement at 1 15(a). 

In addition, the Agreement cootalned an arbltration 

clause providing that -any controvercy. claim or dispute ari~ing 

out of or related to this Agreement- shall be referred to 

arbitration in Sydney, Australia. 

Sometime after the parties entered the Agreemen t , 

Gradipore began using pldint:!( to distribute another produc~, 

MOvvconfirt!\," w:'ir.h was to be used in coni unction with DVVtest. 

~lthoU9h the parties corresponded regularly regarding plainti~f's 

distribution of OVVconfirm, the Agreement was not specifical ly 

modified to reference th19 new product . 

Gradipore's last shipment to pla i ntiff occurred in 

February 199). Soreetime after Gradipore stopped supp:ying 

plaintiff. plaintiff began manciacturing and distributir.g its o\o'n 

chemical reagents under the names OVVtest and OVVconfirm. 

Mean~hile, Oradipore entered into an arrangement with Centerchen 

whereby Centerchem was to distribute Cradipore's chemical 

reagents under the names LA·Screen and LA·Confirm . Soon 

thereafter, plaintiff br~ught this action alleg ing trademark and 

trade dress Infrlnge~ent . ~fendants counterclaimed, alleginq 

trademark infringement and breach of contract. Defendants now 

move to stay this action and compe l arbitration. 
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The Federal Arbitrat ~on Act (~FAA " l re!lects a strong 

federal policy Eavorir.g arbitration as a means o( alternative 

dispute resolution. 9 U. S .c. §§ L-16. 201-207, 301-)01 (~~ 
Supp. III 1991); Progressive Cas . I ns. Co. v C,A Reaseguratl2.n 

Nacionat de ,Venezuela , 991 F . 2d 42. 4~ (7.d CiT. 199J); Ge.MaG.Q 

loco v. T. Kakiuchi &. Co., 815 ?2d 840. 844 (2d ctr. 198 1 ) . A 

co\:rt muSt stay proceedings and ordel- the parties to arbitrate 

their dispute. if it determinec t ha t the par t ies have agreed in 

writinq to arbitrate an iGsue or issues. 9 U.S.C. § 2 ~~ 
McHahan Sec . Co, v . Forum Capital r~arket6 I •. P., 3S r . 3d 82, 85-86 

f2d Cir. 1994) ; Progressive Cas . 1:1.8. Co., 991 F . 2d at 45. 

r In detet~ining whetner t~e FAA mandates arbitraticn of 

a dispute, a court nust cOI:lf.'lete four tasks; first, it must 

determine whether the part ies agreed to arbitrate; second, it 

must determine the scope o[ the arbitration agreement; third, it 

mUSt consider, if federal statutory claims are at issue , whether 

Congress intended those :laims to be nonijrbitrable i and f ou I t h, 

it must determine whether to stay t,e balance of the proceedings 

pending arbitration if some, but not all, of the clal~s in the 

action are arbit rable . Progressive Cas. 109 . Co • 991 F.2d at 

45; Cene Beo Inc" 815 F.2d at 844 . 

r- In this ac~on, the first and thi rd steps are 

unnecessaryj t he parties neither contest the existence of an 

arbitration agreement , n~r9ue that the federal statutory 

\ - 1 . ) 

• 
claims . - the trademark clai ms·· are nonarh1.trab1.~. Thus. 

m~::;t on ly determine the f:cope of the Agreement and, if 

arbitrat i on of on ly some claimf: is req~ired, whether to Slay the 

action as to the nonarbitr~blc c la ims pendl~g arbitration . 

1. The Scope of the Agr eement 
'-

B~cause fe deral poli cy strongly favors arbitration of 

disputes. arb itratior, agreements snould bo construed as broa.d ly 

as possible. with any doubts being reso!ved in (avor or 
arbit ration . Noses H. CO:,c Me morial Hasp. V, Mercury Constr. 

~. 460 U.S . I. 24 - 25 i 19B)); MC~dhan Sec. Co., 35 F . ld at ea. 

" ' (AJ rb::ration shoul d be ordered unless i t may be said , .. dth 

pos itive assurance that the arbi tration clause is no~ susce~tible 

of an interpretation that covers the asserted dispute . McMa. n:m 

Sec. Co., )5 F . 3d a t 89 (quo t ing S.A Mioeracao Qa Triodade-

Samieri v. Utah Int'l, I"c., 745 F .2d 190, 194-95 12d Clr. 1984). 

This is particularly tree where t~e arbitration c l ause at issue 

is a broad c l auge that recers to alL disputes ariSing out of an 

agreement . Hc:>onnell Dqugla s Fin. Corp . v. Pennsylvania POI~ 

Light Co., BSB F . 2d 825, 032 (2d Cir. 1988 ) . 

Here, the central dispute is whether plaint iff 's claims 

concerning DWconEirm are within the scope of the hgreement. a.t 

first glance, i t appears without question that this di spute is 

within the scope of the Agreement. The arbitration clause at 

issue is a broad c l ause I"t:!ferring to all disputes "aris ing out of 

or related to" the Agreement. Moreover I the Agreement governed 
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~raalpore ' s antlcoagu tanc s . Th ,. dispute plainly . W ed ou' o? 

that relati onship . 

Neverthel e~s. plaint i ff 4f9uea tha t this dispute is not 

subject to a rbitratiun for lwo reasons: first, the Agreement 

only related to DVVtest and thus any issue concerning DVVconfirm 

does not arise out of o r relate co the 1\greel1lentj second, because 

the Agreement contains the term ~goo~will · but doeo not menti or. 

trademark rights, pla in r.Uf's trademark cla i ms and de f endants' 

trademark counterclair.s do ~ot arise out of or relate to the 

hgreement. Because I l1\ust ~onstn..:e t he arbitration clause c..[ the 

Agreemen t lias broadly as possible, · however , these arguments are 

rejected. 

As for pl a intlff's first argument , it i s true tha t its 

claims , as well as defendants' counter cla.ims , involve DVVconfirm . 

!t is also true that D'Nconf i rl:l .... as not, in i tially, covered by 

the Agreement. Subsequent correopondence bet ... ·een the partiE::s, 

however, indicates that the Agreement may have governed 

plaintiff's distribution of DWconfirm. 'Specifical:'y, lette rs 

dated May 6 and ~3 from Richard Hart, plaintiff'. 

president , to John ManuSu , Gradipore' s president, revea l th~t 

plalotHf be lieved that t1~e~t set forth it. ~~ 
regarding DVVcon fi rm .) ~ "'" 

Plaintif f directs me to a letter dated March 9, 1992 in 
support of its argument that the Agreement does not apply to 
nVVcon firm . ? hat l e tt er . however, appears to re fer simply to 

- 6 -

-/ a., t CtiLe. j 'ul4~ url'j;ll#o//r> 
tfiduk6.nt 0/ U 

) 

~fringement do not involve4llrconf irm alone. Instead, the 

allegations involve hath DVVconfi rm and DWtcst. Plai:1 1y, the 

Agreement pertains tu disputes concerning DVVteat. Giving a 

broad construct~on to t he arbitration agreement, I must find that 

a dispute involving OVVtest and DWconfirm - - a related product 

that is used in cO!1junction with DWtest ~. also arises out of or 

is related to th~ Agreement_ 

Plaintiff's second argument, that this d i sp\! te does !lot 

arise out of or relate to the Agreement because it i s a tradema r k 

acticn, is equally unavai l ing . Plaintif! bases this drg:Jment on 

~ lSla) o f the Ag::-eemen t . According to pla i ntiff, ~ lS(a) 

pertains t o advertising, Mar~eting. and other costs. Thus , 

plaintiff argues t.hat the ?a ragraph simpl y provides that i: .:ould 

not charge Cradipore for any cOs:s it incurred for adverti sing, 

marketing or otherwise establishing the product's goodwill should 

the Agreement be terrl'.inated prematurely. 

Converse l y , dcfendar.ts interpre t , 15(al as prohibi ting 

plaintiff from b:-inging damage suits to recover for any 90odw ~1l 

created throug h m,nketing Gradipore's products . Thus, relying on 

the term goodwill, de fe ndants argue that this section forbids 

plaintiff f rom bringing illfringement claims because a tradema rk 

is inseparable from the goodwill that i t symbolizes. ~ 15 

prici~g and minimum purchase agreements and nat to the overa ll 
distribution agreement . 

10 lit 
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u.s.c. § 1060 119881. 

In detcrmin :ng whether the tradema rk aspects of t~~s 

action are arbitrable , I must favor arbitration unless I can 

state with "positive assurJr.ce · that the Agreement is nor 

SU9ceptible of an interpretiltion that covers thig dispute . Under 

this standard, I must find that the trademark claims are 

arbitrable. Defendan:s raise a mer ~torious argument that 1 is of 

the Agreement prohibits ~he very actio:1 that plaintiff has 

brought against t~em. :1:u5, the dispute plainly is related to 

the Agreement . The mere ~dCl that plaintiff contest9 defenc.ants' 

in:erpretation of that pdfagraph. even if it is ultinate ly ~roved 

1" i91".t. does nor change :he lIalure o~ the dispute. l Accordi:"!q~y. 

! ho;d that pla lnti! t'~ r.rademarK cl,tims and defendi\nts' 

trademark counterclaillls aTf~ sllbject to the arbitration clause 

contai ned in the Agreement. 

II. Noparbitrable Claims 

Because 1 find that :he trademark claims are arbitrable 

and because it is u~dispu~ed that defendants' contract claiu\s are 

arbitrable, the only remaining issue i9 whether I should stny the 

action as to the claiDs aga i nst Centerchem. Centerchem has 

Strictly speaking, the events underlying plaintif f 'g 
compl aint, an infTingem~nt on its regiotered trademark, occurred 
after the termination of the Agreement. Nevertheless, this 
dispute plainly "involves facts and occurrences that arose be:ore 
expiration" of t he Agreement . Litton Fin. Printing Div. v. 
National Labor Relations ad .• 501 u.s. 190, 206 (l991) , 'i':"us , it 
lR of no consequence that this dispute arises after the Agr,~ement 
has terminated. 

• B • 

• 
.stated that it would stipulate to be bound by the arbitration. 

Thus, all issues pertaining to Centerche~ would be resotved dt 

the arbitration as if i: were party to the Agreement, 

Accordingly. staying this act jon with respect to the claims 

against Centerchem is the ~9 t reasonable course of action. 

CONCLUSIOII 

For the foregoing reasons, defendants' mot ion to stay 

th : s action and ~ompe l arbitration is granted . larder 

arbitration of all claims lJet"Neen plaintiff and Gradipore . The 

litigation of plaintiff's cjai~s against Centerchen is stayed 

~endin9 arbitration . The action is placed on the suspense docket 

pending the outconP. of [~e arbitration. 

Dated: 

SO ORC£REO . 

new York. 'le'" York. 
February IS. 1996 
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