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SUMMARY

The Second Circuit affirmed summary judgment for defendants in the Norrises' diversity action arising
from the termination of a tea distributorship and alleged interference with lifetime profit payments.
The court held that the Norrises' claims were barred by collateral estoppel because the relevant issue
had been fully and fairly litigated in a prior arbitration, and independently held that the claims were
time barred. The court remanded for determination of sanctions under Federal Rule of Civil Procedure
11.
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PROCEDURAL POSTURE Plaintiffs appealed from the Southern District of New York's entry of
summary judgment dismissing their complaint on collateral-estoppel
grounds. Defendants cross-appealed the denial of their motion for
sanctions under Federal Rule of Civil Procedure 11.

STANDARD OF REVIEW The court independently reviewed the grant of summary judgment and
the legal questions concerning collateral estoppel, statutes of
limitations, and Rule 11 sanctions.
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QUESTIONS PRESENTED

1. Whether collateral estoppel barred plaintiffs from relitigating their alleged right to participate in the
future profits of Twining's United States distributorship after that issue had been litigated in a prior
arbitration.

2. Whether plaintiffs' claims were barred by the applicable statutes of limitations.

3. Whether defendants were entitled to sanctions under Federal Rule of Civil Procedure 11 because
plaintiffs' claims were not warranted by existing law or a good-faith argument for changing the law.

HOLDINGS

1. New York's collateral-estoppel doctrine barred plaintiffs' claims because the dispositive issue—their
alleged right to share in the continued profits of Twining's United States distributorship—was
necessarily decided in the prior arbitration, and plaintiffs had a full and fair opportunity to litigate it.

2. Plaintiffs' claims were barred by applicable limitations principles. Their tortious-interference claim
accrued no later than April 12, 1980, and the three-year limitations period had expired before suit was
filed on April 25, 1985. The fiduciary-duty and unjust-enrichment theories were also barred because
plaintiffs had an adequate legal remedy that they pursued and allowed to become time barred.

3. Rule 11 sanctions were warranted because plaintiffs' claims were patently time barred, had no chance of
success under existing precedent, and were unsupported by any reasonable argument for extending,
modifying, or reversing the law.

KEY QUOTATIONS

“Collateral estoppel, like the related doctrine of res judicata, has the dual purpose of protecting litigants from
the burden of relitigating an identical issue with the same party or his privy and of promoting judicial
economy by preventing needless litigation.” (803 F.2d at 1285)

“More than this the judicial process is not required to provide to disappointed claimants.” (803 F.2d at 1286)

“Their "tactical decision" did not toll the running of the statute.” (803 F.2d at 1287)

FACTUAL BACKGROUND

Crawford Norris transferred his Twining tea distributorship, inventory, customer lists, and related business assets
to Robert Cooper under a 1969 agreement providing Norris and, potentially, his wife with lifetime payments
based on the distributorship's profits. After Twining terminated or accelerated termination of Cooper's
distributorship, Cooper stopped making payments, and Norris pursued arbitration against Cooper seeking unpaid
amounts, a share of the termination payment, and future-profit damages. The arbitrator awarded Norris unpaid
amounts and $750,000 as his share of Twining's termination payment but awarded nothing for future



distributorship profits. Norris and his wife later sued Twining-related defendants for fiduciary-duty, tortious-
interference, and conversion-related relief based on the alleged loss of their future profit interest.

PROCEDURAL HISTORY

The district court treated defendants' Rule 12(b) motion as one for summary judgment and dismissed the
complaint, holding that plaintiffs' claims were barred by collateral estoppel based on a prior arbitration
proceeding involving Crawford Norris and Robert Cooper. The district court denied defendants' request for Rule
11 sanctions. The Second Circuit affirmed summary judgment on both collateral-estoppel and statute-of-
limitations grounds and remanded for determination of appropriate Rule 11 sanctions.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The case was remanded to the Southern District of New York to determine and impose appropriate sanctions
under Federal Rule of Civil Procedure 11.
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