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AMERICAN DIAGNOSTICA

UHLTED ETATES DLSTRICT COUNT
SOUTHERE DISTRICT OF MEW YORK

MMERICAN DIRGHGSTICN OF
MOMNECTICUT IBIC. .

Plainz el

-nigainsL- §4 Ciw, 047 [GE)
CERNTERCHEM, 1HC, apd
CHADIPORE LIMITED,

Defendanls.

APFEARRNCES ¢

BROCES HALDT UAFFNER & OELAHUNTY
Rttornoys Lor Plaintiff
By: G.7. Delahumty, Esg
Mitred L. Haf{ner, Jr., Esqg.
Harold Maidb, xsg.
5% Park Avenis
Hew York, Mew York 1004G

ROBEN DAIWOM & JACORE, L.L.P.
httorneys for Defendanio
By: James Oavid Jacobs, Esg
Eugens D. Bermam. Eeq.
40% Fifeh Avenus
Bed York, Hed York 10017

CHIN, D.d.

Plaintiff Aserican Diagnostica

moved fod reargument of my Hemorandues ofi dated February 1%,

1986, in which I grant=d d:tr_-u:lu$\ te Btay this actioa
pending arbltracion, Plaintif fon Ie depied-Cor thros
(LIS $

Firse, this dispite “arises out of or relacen ta® tha
distribution sgressent dabed June 27, 1981 (Ehe “Agresssnt®)

between plainelff and Gradipose and thus is subject to Eha

Agreanmant "8 arbitration clause. The pi tnelple dtq:ul:-u-.l betwzen

&

tha parties L whather parsgraph 15 of lh@-ﬂﬂt proaciudes

piaintLEl fron pursuleg the tradisa ancerted in thie

action. Bscause Lhis dispuls Ay interpretation of the

Agresment, it necessarfly %mt of or relates to the
Agresmant. Thus, the oc. clause applies to thia action.
‘moargueEnt that 1 should pot hevs

Second., \
stayed Ltha l:@ resgect Lo Centerches & also rejected.
Flnintiff'@ £n appaars to be tha® Centerchem woald oot Le
'h-:und% stralian arbitec s declslon. There Ig no basis fog

th ro. Canferches has represented to the Couct that, §f

@!tifi prevalls at the arbleration; it will be bound by mich a

ling, 1f Cradipere prevails at the arbitration then shere i@
ne need for Centerchem to be “bound* by thax raling. as it too
would have wom,

Third, thers is no need to Life the stay to allow
plaiotiff Lo nove for a preliminary Injunctlon. In a lstter
dated April 1, 39986, Gradipore Inforsed the Court that ip would
agres to previde the hustralian arbicer with the power to ordsr
interlm relief, sach a8 an injunction. Thus, plaintiff can
obtaln any preliminary reliefl it sesks through the arbitratlien
proceRs. Mareover, As discussed abowe, Centerchen's
representation that it weuld be beund co the arbiter's decision
appliss to any injunctive relie! that may be Imposed. Thus, if
the arbiter orders Cradipore to stop sending its product to

Centerches, Centerchem would also be prohibiced from dht:].hur.iw"it
Pa
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that preduct in the United Stacen.

Dazad:

For Lhese geasons, plabetiff'es motioe fof reargumert 1

50 DENERED.

Mew York, ¥ew Yotk
April 4, 19%
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UNTTED STATES DISTRICT COURT
HW"‘I'IHI.H BISTAICT OF H'IH 'l'l'.lllll.

s MEHJRANDUM DECISEON

94 Ciw, 047 (DC)

AMERTCAN DINGHOSTECA OF
COMMECTLCUT IHC.,

Flainti

GHADEPORE LINIT

BROOKE IERLOT BAFFHER b DELRSIEITY
Attarneys Por Plalmsiff
G.7. Lalahunty, Esg.
Albred L, Waffese, 2., E5Q,
Harold Haidr, Esg.

Y
%

Haw Yaork, Hew York 10016

REOBEN DATHOW & JACDRS, L.L.F.
Attarnays Eor Delendants
By: James David Jacebas, Eag.
Bugene D, Berman, Eog,
489 Fifch Avepue
Hew York, Maw York

10o1?
CHIM; D.d-

In this teadasarh sction, dafesdants Centerchem, Ind.
and Gradipove Limited hove woved to stay this action and conpsl
arbitration. Defendsuts rely on & clowse in & distribution
agresment dated Jume 27, 1951 (the "Agresment®] providing that
disputes "arising out ol or related to” Lhe Agreswsant would be

resalved threugh arbieration. Flabnilfl Assricen Dlagnostics of

ronnact lout Tno. argues that mone of s clales and only two ofUni

defandanra’ pap eaunrarclai=s aris= out of or relate to the

Ly wwnal Beraaie | i et plaief (00 0 grgeeenls awl Tisd rhat
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thig dispute doas indeed arise ot of or relate to the Agreseest,

dulendants® mekion is grantad.

gradipoes Limized (*Gradipore®) Lo an Australlan
company that manufactures and discributes disgaostlc chemlcal
reagent produsto. Centerchem Inc. ("Centerches®) Is Gradipore’s
curcant distributar of twe such prodects, “Ld-ScTesn® and *Lh-
Conf irm.* These reagento are aned to determine whather Lapus
anticoagulants are prasant in husan body Eluide.

in 1990, Gradipors coptacted plaintilf about
distelbuzing & produoct ca-led “lupo-Test,® & precursar to “LA-
sepasn,® AfLer sose dlscussions, Gradipors and plainbiff entered
inco the Agreesent, wherelby plalntiff becime Gradipore's non-
sxclusive digtributor of Lupo-Test

plaintiff was responsible for all marketing and advercisieg of OQ

tka product. Thus, tha product wan sold under & nams Lhat p

plaintiff chose, *DWVEest * Also, tha product label inclogs
plaintiff's tradenark. Heverthalsns, the Agreemant

rder the Mgreessmt,

plaintiff's rights to wse and profit fros cha pr *goname,
Faragragh 15{a} of the Agreemsnt is particularliy, rElevant:

L 2

edgen and

(Tike Dlstributor I_Ehl-nutt
agress that It shall have

claim coate, dasagen,
compensation (rom Qfa
publicity work, adve
created for the sa
upen &r by virtus of o as & result of the

expiration or termisetlon of this Agreemant .

3 =

[
R | Qrﬂ;i[[. p]aln!i!f began manuf&cturlng and IIII-I.‘I.'lIHI'LlI'J;I ite owi

Agpeement at | 15(a).
In addition, the Agresmant mtli® arhitration
clause providing that “amy conbroversy, or dispute arising

asiut af ar ralated to this Agreement

arbitration in Sydney, Australia.N o
Somatime sftec & ed embered the Agresment,

Gradipors begas uilﬂ&x
@A

be uped In conjumcktion with DVWWee=at,

*D\Wconf ira, * wh el
plthough the % corvesponded regularly regarding plaineifi‘e
c

1'be cafarred co

to distribace amother produnt,

dimtcibul ben ooafirm, the Agreement was nob specifically

-udlﬂ%: arance this few product.

Cradipore’'s last mhipmant to piaintifl occiurred im
1593, Sopetine allet Gradipore stooped supplylng

chamical reagents undér Ehig names DVVCesr apd DWebhfirm.

Meanvhile, OGradipore éntered inCa AN Arrangesent with Cenbarchen

whereby Centerchem was to distribute Oradipore’s chemical

reagents under the neses LA-Screen and LA-Conflimm.

Soom

cherealier, plalaciff broughe thia acticn alleging trademark and

140d34 NOILVHLIgdV
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trade dress Infringssent. Defendants counterclaimed, allegipo

trademark Infringgment apd boeach of coptrect. Defendants pow

movw to stay this actlom and compal arbitracion.
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BLECUISLON
The Fedaral Arbitration Aee [*FAA*) refleces & stpong
fedaral polley Bavaring arbltration as a soans of alrepnative
dispute resolution., 8 0.5.C. &§ 1-16,
Supp- 111 19%1); Progressive Cas Ins, Co. v, C.A, Reascgurodara
daclonal de Yengzuela. 1993 ; Genssco
loge v, T. Hakiuchi & Co., Bad (2d Clr. 1987}, A

COUFT WUBT BTAY proceedings and opder the parties to arbitrate

204 -207, J0L-30T (996%-&

8% F.0d 47, 45 1M cir

I% F.2d 4D,

theic dlapute if it dotesminen chat the partiss have ugruu in
wribing to schitrate an iosue or issues. % 0.8.C, § 7 t]!!-ﬂ
BcHahan Seg. Cop. ¥, Forus Capital Markets 1.F.,
(3d Cir. 1994}, Progressive Cas fas, Qo

In detornining whecher the PAA mandates arhitratica nQ~

A5 F.3d 63, l:5- ¥ T

951 F.2d at 4%,
a dispute, & court must conplete four tasks: firet, Lv sast

determlne whatkes the pariles agreed to arbitrate; sec

must determing the ecope of the arbitration agreemen ird, it
must conelder, i€ federal statutery clalme ace l@ wiethag
Corgress Intended those clalms o b= nnnﬂrbl%. nd [ourth,

it must determine whether to scay the bal s the procesdliogs
pending arbitratien if some, bur moe of the claims lp the
action are arbitrable.

45: Gonegsg Ing.. #15 F.2d

In this actlon, the Eirst and third steps are

» 91 F.3d ac

unhecepmary; the parties meither contest the existence of an

arbitration agresment, nor argue that the Eederal statutery

clalma -- the tcademark claims -- &TE

migt oaly dstermine the ecope of ¢

arbitriatbon of anly seme claims s red, whether to stay Lhe
action as to the nenarblipab #a panding arbitration
L ¥
Because [ licy strongly favers arbitration of
disputes; arbltr agreensnts should bo constried as broadly

a8 possibile ¥ doubts being resolved In favor ol
Lol Hemariel Hosp, W, Mercury Consty.

o TRe25 NPEN); McHalan Sec. Co., 35 P.3d at 86
_r-:lu-h should bs ardered unless it may be sald wirk

I:!.w- sgsurance rhat the arbitration cleuse s not susceprible

of &b interpretation that covers the ssserted dispute.’* McHMahan

fag. Co.. 35 F.3d at 89 (gueting 5.4, Mineracao Do Trindade-
' oo TS F 34 180, 1%4-98% (2d Ccir.

1984] .
This s particularly true whera the arbitratios clauses ar issue
is a broad clause that réfers to all disputes arising out of an

HeZonnell Doualas Fin, Corp. v, Pepngylvania pouwsr §
Light Co,, 858 P.2d4 825, 612 (3d cir. 1984).

agreement,

Here, the central dispute is whebher plaintiff's clains

concerning DVVeonfire are within the scope of the Agreesent, At

tirat glance, it appears without question that this dispute is

within the scope of thy Agressent. The arbitration clauss at

isgue 15 & broad clause melerring to all disputes "arising out of
Unitg

or ralated to" the Agreesent.
Par

Mareover, the Agreement governsd

.-‘-
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WrAIpUrE' 8 ankloveguiancs, Thip disputa plainly yed out .Eif

that reaiaticnahip,

Mevertheledsd, plaintiff argues that thlis dispute is not
subject o arbltration for iwo reasoam: fivst, the RAgreemsnt
enly related o OVWtest and thes any lssue concernimg D¥Weonflom
does not aries out of or relsts to the Agreement; s=cond, bacause
the Agreement contains the tarm “geodwlll® but dosn not mention
tradenark rights, plainciif's tradesnck clides and defesdsnt s
trademark countsrclales do sot arine out of or relate ko the
hgrasment. fHecauss 1 must conscroe che arbitrstion claouse of the
Agresment "am broadly as posgible.® howsves, thess arguesnty ace

rejeotad.

Ao for plaintifE'e first argement, bt is trus that lte

claies, #s well ap defendants® counterclales, invalve DWWconlire.

ft Is alea tous chat DWVeonficm wags not, Inicfally, covarad by

Ehe Agreesment. Subsequent corteopondence befvean the parties,

however, indicates that the Agreement may have governed

plaintiff’s distribution of DWVeonfirm. Bpecifically, lELtS‘O

dated May & and 1315 1993 from Richard Bart, plainelff'a

president. co Johs Manusu, Gradipore's president, ot
plalatiff believed that the Agtegoent stk forth ifghte
regacding DWWeonfiom." i :

*

1 Plainciff directs me o & 1

;J'Ep-:rr. of ite argumsent that tha
onfirm. That letter, howsva

dated March 3, Hﬂ in
L does mot lq;nl
t5 to refer Bimply ©

-/ & e s H#ﬁfﬂ.jlpl f.r-:-l.'i'r'.-'ﬂ f!’l’ﬂ%}
,wg‘dﬂr.g/ /’f

m:rlmml s Pt I.m'l;rlvu.l'nuntl.n alone. Imstead, the

allegacions irnvolwe boch DWWeonEirm and DWtest. Plainly, t

Agrenvant percalng Co dispuces concerning DVWCesD. Giving a

broad construocion o the arhitzatlon agre I sust Eind that

a dispute Involvlng DVVEeat and BVVeo a related product
that i used in éomjunction Wlth D@ == aled arises out of or
ig reiated o the Agresment. o

Plaiscift s e nt, that this dispite do=a not

arise out of ar :u!nK\ Agrensent because LL |l o trademath
¥ W

scklen, L8 aquall Iing. Plalneléf bapes this argusenc on
£ 15(a) of u‘@ ment .
1

percaing ko

According ta plalntifE, § 154a)

#lng, rarksting, amd acher costs. Thus,

plum%g'u“ that the garagragh sinmply provides that it seuld

0 Gradipore for any coste it incurred for advertising,

@dtlmﬂ' or otherwise establishing the preduct's goodwill should

%}hﬂ Rgreement be terminated presaturely,

Convers=ly, defendarts loterpret | 15(a) ae seehibitlng
plaintiff from bringing damage sulks to recover for any goodwill
created through marketing Gradipore’s products. Thus, relying oo
the term goodwlll, delendants argue that this section forbids
plaineift from bringing infringement clales because a vrademark

is inseparable from tha goodwill that it sywbolices. Seg 15

prlcingulrd minimus purchase dgrepments and pob to the averall
distribution agresment .

3

J"‘L_E ‘.4&.’#.&##‘ f?faffm/fﬂ Hr"?%rrf'sin;
b

.Prﬁa’;mi
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In determining whathar tha [radsmark aspeccs of this
iction #re arhicrable. [ sust Favor arbitration unless 1 can
state wich "popitive assurarce® thal the Agreesent is naor
suscept ible of an interpretacion that covers this dispute. lnder
chis standard, T must find thet che tradesark claims are
arbitrable. bDefendants ralse @ merivorbious asgument that 9§ 1% of
che Ageeemant prohlbics she very acticn that plalatiff hac
breught sgalonst tham. Thus, the dispute pladely le related ta
the Agreement. The sere lsch that plaintiff cootesis defendante’
inzerprecation of that paragraph, even if I3 is ultimacely groved
rigkt. does not change the nslure of the dispute.' pccordingly,
E hood that plaintiff's rrademark ¢laiss and Jelendants®
trademark counterclaims are mubject te the arbitratien elavss

contained in tho Agrocsent

0. eaaxhitrable Claiss

Becaoae [ find chat <he tradenirk claima &g a

ad becavse It is vadispused that defendante’ contr are
arbicrable, the only remaining issue i@ whether BCAY tha
petlon an to the elatms agaimat Centarcham. erchen has

*

¥ Scrickly speaking, the ew
laint, an infringemant ocn ita
after the termination of che
dil?ll'-- plaloly *involves fe
explratlon® of che Rgresment . ¥
« EOLULA. 190, 206 (L%91). ‘Thus. it
n of mo consaquence that this dispute arises after the Agriseent
has cermlnaced,

rlying plaintiff'm
red Erademark, occurred
Mevartbalens, this
urrences that arcea before

-Btated ghat it would stipulate ko be Bound by the athitration.

Theis, all febues pertaining Lo Cencarchanm would lued st
tbe arbitrition as 1f 0% were party to (457 ;
pecordingly, staying this action with the claimg

against Cemterchen ls the wost pe le course of action.

For tha [ore pa, dofesdante’ motics to stay

2

thisg action and ¢ itration s grankted. 1 order

arbitraticn of my betwsen plaintiff and Qradipare. Tha
incifl's clains against Cemterchen im stayed
tioan. Tha actien Lo placed oo the luspenss dockst
opteemn of the arbitratian,

&0 ORCERED

Haw York, Hew Tork
February 1S, 198

tes Digtrict Judge
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