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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF NEW YORK

_________________ — - X
FUJIFILM NORTH AMERICA
CORPORATION
. MEMORANDUM
Plaintiff, . DECISION AND ORDER
- against : 16Civ. 5677(BMC)

GELESHMALL ENTERPRISES LLCet al.,

Defendant
_________________ — - X

COGAN, District Judge.

Before mes the motion oplaintiff FUJIFILM North America Corporatio(fFUJI") to
dismissthe counterclaims afefendant Geleshmall Enterprises LLC (“Geleshmall”) for breach
of contract and breach of the covenant of good faith anddaling FUJlinitiatedthe main
actionby filing suit against approximately 15 defendamts well as unnamed XYZ companies,
for violations ofthe Lanham Act and state law through the alleged saleagfrgarket FUJand
INSTAX products(the “FUJIGray MarketProducts”): Geleshmall, previously a contractually
bound distributor oGenuineU.S. FUJI Products alleged in its counterclaintkat FUJI had
breached the distribution agreement under which theepdrad previously operated. FUJI
argueghat Geleshmall’'s counterclaims are subject to an arbitrationedlaatsequires the Court
to dsmiss (or stay) the counterclaims pending arbitration. Gelesbroasmoved to compel
arbitration as tdéhe gray market claimg-or the following reasons, FUJI's motion is granited

part and denied in parnd Geleshmall’'srossmotion is denied.

' INSTAX is another trademark belonging to FUJI. The Court will refer taigerFUJI and INSTAX products,
designated for U.S. distribution, collectively as the “Genuine U.S. Rtddiuets” and the gray market FUJI and
INSTAX products collectively as thé=UJI Gray Market Products.”
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BACKGROUND
I.  FUJI's Amended Complaint

FUJlis a New York corporation with its principal place of buss@sNew York It
alleges that, at least as early as June 20 rned that theamed defendants, including
Geleshmall, were distributing and selling FUJI Gray Market RitsdioU.S. consumers in
brick-andmortar stores and on the intern&raymarket products are generatlgfined as
goodsthat the trademark holder has authorifmdnanufacturend sale outsidef the United
States, but whichre legally purchased outside the United States from auttiatiggibutorsand
sold within the United States without the trademark édddpermission.Under the Lanham Act,
the sale of gry market products is prohibitedidercertaincircumstancesFUJI alleges that the
FUJI Gray Market Products are physically and materially different f@@nuineU.S. FUJI
Products, which arauthorized for United States distribution and saleumerousvays.

FUJI alleges that the gray market sales are liteehgsult in consumer confusion, lost
profits, andnterferencevith FUJI's quality control efforts.Moreover, FUJI alleges that
defendants’ conduct also results in substantial reputatiormal tod=UJI, where, for example, a
consumer o FUJI Gray Market Produbfis no warranty recourse in the United States because
his product is not a Genuine U.S. FUJI Product, whichherenly productshat have valid U.S.
warranties

II.  Geleshmall's Counterclams

Geleshmalls a California LLCand itssole member is a Californ@tizen. Geleshmall
hadpreviouslypurchased Genuine U.S. FUJI Products from Fddr to the alleged 2016
conduct outlined in FUJI's amended complaiBpecifically, leginning in 2010, Geleshmall

began to buy limited quantities of certain Genuine U.SI Pdaductdrom FUJL Thisinformal



relationship was not memorialized in any contrdctontinued until apmximately August
2011, at whictpoint FUJlapproached Geshmall abouthe pricing of those Genuine U.S. FUJI
Products The parties negotiated pricing terms, and for the remaofd11 and 2012
GeleshmalboughtasmanyGenuine U.S. FUJI Produds it could However,FUJI could not
always fill theordersthat Geleshmall placed.

In 2013,FUJI againapproached Geleshmadigarding its distributor relationship,
explainingthat in order to ensuradequate product delivery Glenuine U.S. FUJI Produgcts
FUJland Geleshmall should enter into@tractual agement with sales forecastsinder this
new agreemenEUJIwould sellGenuine U.S. FUJI Produdis Geleshmall for certain prices
per pack or per casandas a resultif Geleshmall metertain buying minimumst would be
eligible forrebates on thse poducts.

The agreement betweé&tyJland Geleshmall we into effect in approximately
November 2013 and was ¢ontinue until the end of 20Xthe “2014 Agreement’) The
contract require@eleshmall to prchase a minimum of $4.2 milliomorth of GenuineU.S.
FUJI Products

Three paragraphs from the 2014 Agreement are important here:

1 1: ‘{Geleshmall] Appointment and Obligatians . [Geleshmall] will purchase

all of its requirements of thastax Productfrom FUJIFILM. . . . [Geleshmall]

will not knowingly sell, offer to sell, promote, market, or transferItistax

Productsoutside the [United States]. . . . [Geleshinaiid its agents will comply

with applicable federal, state, local and other government laws gnidtions

relating to its resale dahelnstax Productand its business operations as
applicable to the Products.”

* * *

1 7:*Indemnities [Geleshmall] shall indemnify, defend [and] hold harrales
(“Indemnify”) FUJIFILM and its affiliates from and against any adayes, losses,
actions, lidilities and costs . . . incurred or arising in connectidh ) any use

of thelnstax Productsvhich is inconsistent with the uses permitted hereunder; (ii)
any advertising, promotion, representations or warraunti@de by [Geleshmall]
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relating to thdnstax Productsvhich are not wholly consistent with thestax
Productdocumentation and applicable Instax Product warraiatseexpressly
stated hereunder; (iii) [Geleshmall’s] material breach of tigise@ment or its
actual or alleged breach of its @jdtions under rules or regulations; (iv)
[Geleshmall’'s] business activities and operations; and (vjwibe the actual or
alleged acts or omissions of [Geleshmall], its employees, agentsneust
business partners, or contractors directly or indirectly reléadinigeInstax
Products

Subject to the exclusive remedy and liability limitation provisitmseof,
FUJIFILM shallindemnify [Geleshmall] and its affiliates from and against any
and all Costs incurred or arising in connection with (i) FULM* s material

breach of this Agreement or of its obligations under applicals,Irules or
regulations . .."

1 10: ‘Miscellaneous “All claims and disputes arising out of / pertaining to this
Agreement shall be resolved by way of arbitration leetbe American

Arbitration Associatiorand the rules of such association applicable to commercial
disputes. 8ch remedy shall be sole [sic] and exclusive remedy of the parties.”

FUJI was unable tbll all of the orders that Geleshmall plagedsuant to the 2014
Agreement Regarding the orders that FUJI was ablltoGeleshmall accepted and paid &dir
deliveries Geleshmall continued to place purchase ordersiith so it could try to meghe
minimum purchas requirements of th2014 AgreementGeleshmall made repeated requests to
FUJIregarding theinfilled purchase ordersnd FUJI responded widssurances likéywe are
working on it” or othercomments indicatinthat shipments would be forthcoming.

In the end, duringhe term of th014AgreementFUJIdid notfill approximately
$1.8million of Geleshmall ordersBy notfilling these orders, FUdhaterially breached the

2014 Agreement



DISCUSSION
I.  FUJI's Motion to Dismiss the Counterclaims

FUJlargueghatGeleshmall’'s counterclainfall within thearbitrationclause of the 2014
Agreement and thahe arbitrationclauserequires this Court to dismifise counterclaims while
the partiepursue arbitrationBefore the Court reaches these issaeadiscussion of subject
matterjurisdiction is necessary.

A. SubjectMatter Jurisdiction

FUJI's claims against all defendants are based on the Lanhaemnédhus, obviously,
there is federal question jurisdiction over those claiBee28 U.S.C. § 1331. Geleshmall’s
counterclaims are not based on federal law and thus abeoughtpursuant tdhe Court’s
federal questiojurisdiction. In a footnote, FUJI contends that therepidiersity jurisdiction
because although FUJI and Gimall are diverse, FUJI and some of the other defendants share
New York citizenship. FUJI recognizes that this issue is largelgteanic because if there is a
jurisdictional defect, this Court can cure it simply be severing thegland counterclaims
between FUJI and Geleshmall and proceeding separatdlythvait case See e.qg, Fed. R. Civ.
P.21,42. FUJI requestd however, that if the Court does not sever these claims, it should be
allowed to submit supplemental briefing on the jurisditdil issie.

There is no reason to sever the claims nor to engdgéeher briefingregarding subject
matter jurisdiction. Thecounterclaims need not be sevelesgtause diversity jurisdiction exists
as toGeleshmall’'s counterclaims against FUJI.

Thefirst question is whether Geleshmall’s counterclaims are compulsorgrorigsive.

A compulsory counterclaim is one that “arises out of the &t or occurrence that is the

subject matter of the opposing party’s claim” and “doesemtire adding another g over



whom the court cannot acquire jurisdiction.” Fed. R. Civ. P. 13(a). Avglzory counterclaim
“does not require an absolute identity of factual backgieufibut] the essential facts of the
claims must be so logically connected that considersind judicial economy and fairness

dictate that all the issues be resolved in one lawsuddties v. Ford Motor Credit C&58 F.3d

205, 209 (2d Cir2004) (internal quotation marks, bracketsd citations omitted).[N]o
independent basis of fedejatisdiction is needetbr the court to adjudicate the ancillary
issues . . raised [by a compulsorpuanterclaim], if the main claim itsetiresents a colorable

federal issue.”Scott v. Long Island Sav. Bank, F.S.B37 F.2d 738, 742 (2d Cir. 1991)

(internal quotation marks omittedThus,if Geleshmall’'scontract counterclaims are
compulsory, thethe Courthasancillary jurisdiction ovethem and does not neexh
independent basis for jurisdiction

If the counteclaims are not compulsory, busteadpermissive, thethey“must be
maintainable in a federal district court on some jurisoliel basis that would have sufficed had
it been brought in a separate actioddnes 358 F.3d at 210Here,Geleshmall’'s counterclaims
are pemissive,not compulsoryas he “essential facts” of the gray market claims do not meet the
requirementn Joneghat “the claims must be so logically connected that demnations of
judicial economy and fairness dictate that all the issues be resoloed lawsuit.” Jones 358
F.3d at 209.

From timing and substance perspectives, discovery into thehaAlt violations is
separate from the discovery necessary for the counterclaims. Gelesllegat that the
breaches outlined in the counterclaims occurred duregéndency of the 2014 Agreement,

which ran from 2013 to 2014, whereas FUJI's Lanham Act claires iom conduct beginning



in approximately June 2016-or that reasonhediscoverynecessary tthe main action claims
and the counterdias would not substantially overlap

That conclusion does not changkenconsidering Geleshmadl’defens¢hat FUJI had
previously acquiesced or encouraged Geleshmall’s sale of FayINGrket ProductsThe
guestion®of whether and to what extent Ggttenall sold FUJI Gray Market Products before June
2016 as a continuation of conduct permitted by FUJI in Z844 resulof FUJI'salleged
breach of the 2014 Agreemgareseparate inquies Accordingly, the communications
between the parties asttee2014Agreement, FUJI's alleged failure fii orders, and the
availability of remedies for that failuere separate from the gray market claims, making
Geleshmall's counterclaims permissive

Because the counterclaims are permissive, the Court must thamidetemether there
is an independent basis to assert federal jurisdiction. Here, $hélteis axiomatic that federal

courts have diversity jurisdiction only when there is completersityebetween the partiesthat

is, when all plaintiffsaare citizens of different states from all defenddnts.S. Underwriters Ins.
Co. v. Ziering No. 06CV-1130, 2010 WL 3419666, at *6 (E.D.N.Y. Aug. 27, 2010 other
words, if any plaintiff shares citizenship of the samé&esda any defendant, corapd diversity
does not exist and diversity jurisdiction is lackindd:

When applied to counterclaims, the analysis is limited to the calaitesplaintiff and
the counterclaindefendant.The Third Circuit addressed this issue on similar facBairefoot

Architect, Inc. v. Bunge632F.3d822 (3d Cir. 2011). There, aftéredistrict court dismissed

plaintiff’ s federakcopyright claim it declined supplemental jurisdiction over the countemtdai
which were based on stater(itorial) law. The Thrd Circuit reversedecause there was

diversity of citizenship between the counterclaigdefendantaind theplaintiff —eventhough



someco-defendants of theo-defendants of the counterclaimidgfendantsharedhe plaintiff’' s
citizenship. Because those adefendantsvere not involved in the counterclaim, there
citizenship was immaterialilt is unimportant for this purpose that Roberts and Sjine (both
Virgin Islands citizens) are listed in the case caption (thus appeadestroying the complete

diversity required bystrawlridgev. Curtissbecause we are focused on whether jurisdiction

exists with respect to the individual counterclaim, rather than wiglecéso the case as a

whole.” Id. at 836 (citation omitted) Seealsoid. U.S. Underwriters Ins. Co. v. Ziering

(analyzingthe counterclaims for diversity astween onelefendanturnedcounterclairm

plaintiff againstthe counterclairadefendantg SiCap Indus., LLC v. Carpenté&s01 F. Supp. 2d
335, 341 (N.D.N.Y. 2007) (similarly analyzing divers#ty between one defenddntned

counterclairplaintiff andthe counterclairdefendants only)Siteworks Contracting Corp. v. W.

Sur. Co, 461 F. Supp. 2d 205, 208 (S.D.N.Y. 2006) (determining tlvaseno diversity

jurisdiction where counterclanplaintiff and counterclaindefendant werboth New York

citizens);Chase Manhattan Bank, N.A. v. Aldridge, 906 F. Supp. 870, 876.5YD 1995)
(finding no jurisdictionbecauséplaintiffs on the counterclaim[] and. .. defendants on the
counterclaim[] are not completely diver¥e”

Here, Geleshmall is a citizen of CalifearandFUJlis a citizen of New York.
Geleshmall names no other defendants in its countercldihus, there is complete diversity.
There is also no question about the amount in controesGgleshmall seeks damages for the
allegedfailure tofill $1.8 million worth of orders

To support its argument, FUJI cites, among other thingsdhmplete diversity rule as

pronounced bytrawbridge v. Curtis/ U.S. (3 Cranch) 267 (1806Jhe venerable

Strawbridgerule requires complete diversity as to the complaint when a plailtggron



diversity jurisdiction. It says nothing about the countercdafone of multiple defendants.
The Court is unaware of any cases that support FUJI's positidrihase cited above reject it

Consistent with all of these principlébe Courthasdiversity jurisdiction over
Geleshmall’scounterclaims.

B. Arbitration of the Counterclaims

The Federal Arbitration AQtFAA”) provides that arbitration agreements “shall be valid,
irrevocable, and enforceable, save upon such grounds aatdamstor in equity for the
revocation of any contract.9 U.S.C. § 2.The Supreme Court has held on several occasions
that here is a strong federal policy favoring arbitration, and aupts concerning the scope of

arbitrable issues should be resolved in favor of arbitratBseAT&T Mobility LLC v.

Conepcion 563 U.S. 333,3340(2011) Indeed, thd-AA “leaves no place for the exercise of
discretion by the district court, but instead mandates that tlistiictsshall direct the parties to

proceed to arbitration on issues as to which an aibitrajreement has been sigried.

WorldCrisa Corp. v. Armstrond 29 F.3d 7174(2d Cir.1997) (nternal quotation marks
omitted.

The terms of the 2014 Agreement compel me to conchatehe breach of contract
counteclaims fall squarely within the arbitration clause in20a4Agreement. Specifically, the
2014 Agreement states tHf]ll claims and disputes arising out of / pertaining to this
Agreement shall be resolved by way of arbitration befoeeAmerican Arfiration Associatior!
There is no ambiguity in the language and no oppositiongbgsBmall; thus, the counterclaims
are subject to arbitration.

The next question is how the Court should handle the cmleates as thgexist in this

litigation, i.e., whetherthey should be stayed or dismissé&dhce a court determines a dispute is



covered by an arbitration agreement, that dispagbe stayed to allow arbitratiorsee9

U.S.C. 8§ 3; Carvant Fin. LLC v. Autoguard Advantage C&H8 F. Supp. 2d 390, 399

(E.D.N.Y. 2013) (ordering stay of proceedings and cdimgearbitration). When an entire
action is subject to arbitration, the Sec@ictuit had previously determined that district courts

havediscretion to dismiss the actio®eeSalim Oleochemida v. M/V SHROPSHIRE278

F.3d 90 (2d Cir. 2002), abrogated Katz v. Cellco Pship, 794 F.3d 341 (2d Cir. 2015Katz,

however abrogated that previous holding, recognizing that RA& mandate[s] a stay of
proceedings when all of the claims in an@tthave been referred to arbitration and a stay
requested.” 794 F.3d at 347.

Though the issue before me does not implicate the whole action, the $mntis
reasoning irkKatz does not apply with any less force here. The Second Circsiitear tdimit
its holding to actions where all claims have been referred to &dmtreeeid. at 345 n.6, buhie
languagen the FAA fairly captures cases such as this one where all of theeodamms are
referred to arbitratioand a party has sought aystéSpecifically,the FAA states

If any suit or proceeding be brought in any of the courtseofJnited States upon

any issue referable to arbitration under an agreement in writingdbr s

arbitration, the court in which such suit is pendingyrupeirg satisfied that the

issue involved in such suit or proceeding is referable to arbitratimlensuch an

agreement, shall on application of one of the partieststairial of the action

until such arbitration has been had in accordance wittethes ofthe agreement,

providing the applicant for the stay is not in defaultiogeeding with such
arbitration.

9 U.S.C. § 3emphasis added)Here, the issue is tlabitrability of the counterclaims, and
Geleshmall has in fact moved to stay the counterslaiather than dismiss them. A stay of the
counterclaims is thus mandatory.

A stay of the counterclaims better effects the policy behind arbitratA decision to

dismiss has implications for the speed with which tiération of the dispute may begin
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because a dismissal is reviewable by an appellate calet Gection 16(a)(3) of the FAA; a
stay, however, is an unappealable interlocutory orderru®elgion 16(b) of the FAA. Pick

Quick Food, Inc. v. United Food & Commercial Workers Local, 382 F.Supp.2d 494, 506

(E.D.N.Y. 2013).“Staying the action is, therefore, more likely to allow the matter togaato
arbitration in an expeditious manneidd. These considerations are an added benefit to what is
realy afait accompli dictated by the FAA Therefore, FUJI's motion to dismiss the
counterclaims is granted in part and denied in. pEne counterclaims are stayeohd if
Geleshmall wants to pursue them, it is going to have to commaritration within30 days,
failing which they will be dismissed.
[I.  Geleshmall's Motion to Compel Arbitration on the Gray Market Claims

Geleshmall argues that if the Court finds that the coumienslare subject to arbitration,
then FUJI should also be compelled to arbititstgray market claimsecause the arbitration
clause in the 2014 Agreement is broad enough to enceriill’s gray market claimd
disagree.

In determining whether to compel arbitration, a courttrdeside: “(1) whether the
parties agreed to arbitrate disputes at all; and (2) whether théedsgpssue comes within the

scope of the arbitration agreement.” ACE Capital Re Overseas.|@érral United Life Ins.

Co., 307 F.3d 24,2 (2d Cir. 2002).In making this determination, a court will abide by the
strong policy favoring arbitration and will “construe arltitva clauses as broadly as possible,
resolving“any doubts concerning the seopf arbitrable issues. .in favor of arbitration.”In re

Am. Exp. Fin. Advisors Sec. Litig672 F.3d 113, 128 (2d Cir. 201I)his presumptions

stronger when the agreement contains a “broad” arbitration cl&es€ollins & Aikman

Prods.Co. 58F.3d 16, (2d Cir. 1995) (“The clause in this case, submitbrarbitration [a]ny

11



claim or controversy arising out of or relating to th[e] agregmsithe paradigm of a broad
clause.”). In the case of a broad arbitration clauseud must'compel abitrationunless it
may be said with positive assurance that the arbitratiaseles not susceptible of an

interpretation thatovers the asserted disputéd’re Am. Exp. Fin. Advisors Sec. Litig672

F.3dat 128 (internal quotation marksmitted).

Where, as here, the arbitration clause is broad, there is a presuofgibitrability
The presumption caus#te burderto shift to “the party resisting arbitration to demonstrate that
the disputed issue is collateralRCE Capital 307 F.3d at3 Even if the dispute is collateral,
arbitration of that issue may be nevertheless required where the displitates‘issues of
contract construction or the parties’ rights and obligatiorder it.” Collins, 58 F.3d at 23.
Therefore FUJI bearstheburdenin showingthat the claim is not subject to arbitration

In determining whether a particular claim falls withie cope of an arbitration
agreement, a court must “focus on the factual allegatiotiseicomplaint rather than the legal

causes ofction asserted.Genesco, Inc. v. T. Kakiuchi & Ca815 F.2d 840, 846 (2d Cir.

1987). Over the years, there have been different ratesuncedelated to this inquiry “some
of these rules ask, for example, whether the factual allegations ‘toutshsrgoverned by the
parties$ contracts; whether the allegations ‘arise from’ contract performaviather they are
‘integrally linked’ to the contractual relation; or whetlthey somehow ‘pertain to’’it.

Leadertex, Inc. v. Morganton Dyeing & Finishing Corp., 67 R8d28 (2d Cir1995) (nternal

citations omitted).“None of these formulations itself yields a principled whiiere deciding
whether these claims should be sent to arbitrdtitcth Because there is no bright line rule,
courts are gded in the same way thiteyare guided in ruling oany contractual matterthe

“main concern in deciding the scope of arbitration agreementdaghtully reflect the
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reasonable expectations of those who commit themselvesitound by them.'ld. Thus, the
key question is whether Geleshmall’s arguments in favor of arbitraeflect the reasonable
expectations of those who commit themselves to be bourttehy.'t Leadertex67 F.3d at 28.
Geleshmalfirst argues that th2014 Agreemenimplicates resolution of federal claims
because it states thafGeleshmallland its agents will comply with all applicable fedestate,
local and other governmental law and regulatiorsccording to Geleshmall, because gray
market claims arise out of Geleshmall’s alleged failure to comiplyapplicable federal law

i.e., the Lanham Acthebroadarbitration provision applgto the gray market clainas well.

Seelapina v. Men Women N.Y. Model Mgmt., In@&6 F. Supp. 3d 277, 288 (S.D.N.Y. 2015)
(holding Lanham Act claims can be the subject of arbitration).

Second, Geleshmall argues that the arbitration clause covepathmarket claims
becaus€UJI’'s gray market claims are simply another way of sayiag@eleshmall breached
the 2014 Agreement Willing its requirements foFUJI products from suppliers other than FUJI.
Third, Geleshmall highlights that the contrbetween the parties contains an indemnity clause,
the scope of whichights and obligations theremust be decided by an arbitratdfourth,
Geleshmall argues that FUJI's attempt to cabin its grakehataims to June 2016 and forward
is specious givethat a “party’s obligation under an arbitration claus&isas the expiration of
an agreement when the p@stpiration action infringes a right that accruwed/ested under the

agreement Kuklachev v. Gelfman600 F. Supp. 2d 437, 459 n.9 (E.D.N.Y. 2D0Geleshmall

argues thaFUJI's Lanham Act rights vested in the 2014 Agreement’s requiretimaint
Geleshmaltomply with federal law antill its distribution requirements through FUJI directly.
Evenreading the arbitration clause broadly, Geleshmaittgimentgorture thewords in

the 2014 AgreementThe parties did not agree aobitrate gray market claimglthough the
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burden is on FUJI to show that the claims are not subject to &dntdespite the broad
arbitration clausd;UJI has met that bdenbecause the gray market claims exist separate and
apart from the conduthat is the subject dhe 2014 Agreement.

Although the 2014 Agreement includes a clause that Geleshmall mysbitotself
consistent with all laws, including federal laws, that iseraiugh to bind FUJI into arbitrating
its gray market claimsFirst, he 2014 Agreement is a distribution agreeméatragraph 1,
which lists the obligations of the parties, deals onty eleshmall's responsibilities as they
relate to the Genuine U.BUJI ProductshatFUJI supplied.

Geleshmall contends that the 2014 Agreement does noedbé products at issaad
that the products are not necessarily the Genuine U.B.FA0dducts | again disagree.
Paragraph 1 clearly states that the praslatissue are the ones (Igbeled and packaged for
resale within th¢United States],” (2) as supplied by FUJI, and (&j€nded only for resale to
consumers within and subject to the jurisdiction of{thaited States] The 2014 Agreement is
clear hatproductdabeled for the United States aswpplied directly by FUJI for the United
States are Genuine U.S. FUJI Produdts.read itany differentlywould destroy the meaning of
most of paragraph 1.

Significantly, paragraph 1 prohibits Geleshmfatim selling or promotinghe Genuine
U.S. FUJI Productseutside of theéJnited Stateswhich is to say, the obligations paragraph
contemplated and included a prohibitimmly on Geleshmall’s sale of U.S. products abroad.
That is the reverse of FUJKgay maket claim here.Hadeither partywanted to include a clause
addressing the presestenarioj.e., Geleshmall's distribution of ned.S. products in the United
States, it surely could have. But the 2014 Agreement dée®ntinsuch a provision, and the

express inclusion of the former implies the exclusion efldter. See, e.g Mexican Hass
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Avocado Importers Asa v. Preston/Tully Grp. Inc838 F. Supp. 2d 89, 96 (E.D.N.Y. 2012)

(citing Two Guys from HarrisoAN.Y., Inc. v.S.F.R. Realty Assocs63 N.Y.2d 396, 4084,

482 N.Y.S.2d465,468 (1984)

The important point is th&UJI's gray market claims exist outside of the 2014
Agreement. If that Agreement never existed, Ru@lild have the sanmdaimsit has nowunder
the Lanham Act.This fact distinguishes the cases that Geleshmall hffeqaa in favor of its
postion because, imany of thoseases, the disputed clairfft®uld not have arisen had there
not been a prior contract between piagties.” Kuklachey 600 F. Supp. 2d at 46 And this is
true despite Geleshmall's attemptétabelFUJI's gray market clens asbreach of contract
claims where the breach is Geleshmall using a different supdli@eldshmall purchased
Genuine U.S. FUJI Products from another licensed suptiiem that breach claim would exist,
but where the issue is a Lanham Act violation, that claim exists on rii$egs.

Finally, Geleshmall's argumerthat the gray markeflaimssurvivethe expiration of the
2014Agreementand areghussubject to arbitrationeed not be consideratllength Claims
survive when those claingse the result of rights that accrued and vested under the expired
contract. Having found that FUJ$ claims exist without reference to 2@14 Agreemenit is
immaterial as to which, if any, rights survive upon expratifthatagreement.

First, many of thecases that recognize a pespiration breach deal with breaches of
collective bargaining agreements, where there is no question et agteement wherein the right

accrued and veste&ee e.g, CPR (USA) Inc. v. Sprayl87 F.3d 245, 255 (2d Cir. 1999)

abrogated on other grounds Agcenture LLP v. Spren®47 F.3d 72, 76 (2d Cir. 2011).

Secongthose cases that have recognized the arbitrabilitgrodin federal statutory

claimsoccurred in circumstances whete alleged federal claims gvart andparcel to the
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agreement._See, e.§imula, Inc. v. Autoliv, Ing.175 F.3d 716, 721 (9th Cir. 1999) (finding

antitrust claims under the Sherman Act subject to arbitrationevtherclaims are predicated on
the allegation that the agreement reached betieeparties is itself an anticompetitive tool);
Lapina 86 F. Sup. 3dat286 (compelling arbitration where the Lanham Act tradé&mdution
and unfair competition claimalso involve the 2013 Agreement, inasmuch as all of the claims
againsfthe modelmanagement agencglem from its purported actions in granting a license for
the use ofthe fashion model'simage and otherwise failing to provide proper advice and
guidance to her, as required by the 2013 Agreement

Thus Geleshmall’'s motion to compel arbitratiohthe gray markets claim denied.
Also denied is Geleshmall’'s motion that the Court seveli’Blgray market complaint against
Geleshmall andtaythe complaintf the Court does not compel arbitratiohhe specter of
possible inconsistencies between the results of arbitrafithe counterclaims and the findings
of this Court are too remote and improbable to support a stay.

CONCLUSION

FUJI's motion[85] is granted in part and denied in party @eleshrall’'s motion[95] is
denied Geleshmall’'s counterclaims astayed for 30 days so that Geleshmall can commence an
arbitration, upon which the stay will continue. If Gelasiti does notommence aarbitration
onits counteclaimswithin that time, the counterclaimgll be dismissed.

SO ORDERED.
Digitally signed by Brian
M. Cogan

U.S.D.J.

Dated:Brooklyn, New York
March 9, 2017
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