UNITED STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT OF

NEW YORK

Norris v. Grosvenor Marketing Ltd.

632 F. Supp. 1193 (S.D.N.Y. 1986) - No. No. 85 Civ. 3194 (CHT) - Decided April 7, 1986

SUMMARY

The court granted defendants' motion for summary judgment, holding that collateral estoppel barred

the plaintiffs' claims arising from a 1969 distributorship agreement. The court concluded that the

issues concerning breach, fiduciary duties, tortious interference, and future payments had already been

fully litigated in an arbitration proceeding and that the plaintiffs had a full and fair opportunity to

contest them. The court denied defendants' motion for attorneys' fees and did not reach the statute-of-

limitations or failure-to-state-a-claim arguments.
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Plaintiffs brought a diversity action asserting claims based on a 1969
contract, including breach of fiduciary duty, tortious interference with
contract, and wrongful deprivation of future payments. Defendants
moved under Federal Rules of Civil Procedure 12(b) and 56, arguing
that the claims were barred by collateral estoppel and res judicata and
were time barred. Because the parties submitted matters outside the
pleadings, the court treated the Rule 12(b) motion as one for summary

judgment.

Summary judgment standard under Federal Rule of Civil Procedure
56; the court considered matters outside the pleadings and treated the
Rule 12(b) motion accordingly. In determining whether collateral
estoppel applied in this diversity action, the court applied New York
law.
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QUESTIONS PRESENTED

1. Whether collateral estoppel under New York law barred plaintiffs from litigating claims against
defendants who were not parties to the prior arbitration when the claims rested on issues previously

litigated by Norris against Cooper.

2. Whether the prior arbitration and confirmed award adjudicated the same contractual, fiduciary-duty, and

future-payment issues asserted in the present action.
3. Whether the plaintiffs had a full and fair opportunity to litigate those issues in the prior arbitration.

4. Whether defendants were entitled to summary judgment based on collateral estoppel.

HOLDINGS

1. Under New York law, collateral estoppel may be invoked when the issue was necessarily decided in a
prior adjudication and the party to be bound had a full and fair opportunity to litigate it, even if the party

asserting estoppel was not a party to the prior proceeding.

2. Collateral estoppel barred all of plaintiffs' claims because they were premised on the same issues
litigated in the arbitration: Cooper's breach of the 1969 Agreement, the alleged breach of fiduciary duty,

and plaintiffs' claimed right to present and future payments from the distributorship.

3. Plaintiffs had a full and fair opportunity to litigate the pertinent issues in the arbitration.

KEY QUOTATIONS

“The critical factor, however, is not the theory of liability on which the case proceeds; the critical factor is

whether liability is premised on the same issues in both proceedings.” (1196)
“These issues have been adjudicated once and cannot be relitigated here.” (1197)

“In sum, the plaintiffs were provided a fair opportunity to litigate their claims concerning the 1969 Agreement

and Norris received a substantial award for damages.” (1198)

FACTUAL BACKGROUND

Norris had been Twining's United States tea distributor and in 1969 sold his distribution network to Cooper
under an agreement providing Norris with specified shares of distributorship profits, including payments to his

wife if he predeceased her. After Twining indicated that Cooper's distributorship would not be renewed, Cooper



sold the distribution network to Grosvenor and stopped making payments to Norris. Norris arbitrated claims
against Cooper and received a $750,000 award for disposition of assets, but later sued Grosvenor and Twining-
related defendants alleging that they caused or participated in the same contractual and fiduciary breaches and

deprived the plaintiffs of present and future payments.

PROCEDURAL HISTORY

Norris previously arbitrated claims against Cooper concerning Cooper's breach of the 1969 Agreement. The
arbitrator awarded Norris $750,000 for disposition of assets and the New York Court of Appeals confirmed the
award; Cooper paid it in full. Norris and his wife then sued Cooper's successor or affiliated entities, which were
not parties to the arbitration, asserting claims arising from the same agreement and alleged injury. The district
court granted defendants' motion for summary judgment on collateral-estoppel grounds and denied defendants'

motion for attorney fees.
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