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I SUPREME COIJK'I' OF THE S'i'ATE OF NEW YOKK 
COIJNTY OF NEW YORK: IAS PART 49 

TI IS C OVTS I 0 N AS S OCI ATE S , 

Index No. 601859/07 

PRODISC 71'ECl [NOLOGY, INC., RT'I'EK 
CORPORATION, OAXON TECHNOLOGY, INC., 

'I'hird Party Dcfeiidaiits. 

1 hird-party clcfendants l'rociisc l'echnology, Inc., Ritck Corporation (Ritek) and 11axo1;' 

Technology, Inc. move tu dismiss and/or stay the third-party action on tlic grouiids of' lack 01' 

prrsonal jurisdiction and an arbitration ngrccmcnt between the parties, C'PI .K 32 I 1 (a). 

FACTS 

In the main action, plaintiff Discovision Associates contcnds that dcfendants breached a 

nun-exclusive patent licensing agreement relating to optical mcdia, whicli was en~ered inlo in 
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1 c)c)5 by IDiscovision and delendant Fuji. I n  the third-party action, Fuji sccks oontrnctual and 

co 111 111 o I 1 - 1 a w i nil c I 11 ri i fi c at i o n lio iii t lit: t li i rd -p arty cl eknd an t x who s irpp I y t t i  e opt i ca 1 media which 

is the subject of the breach oi‘contract claims. 

Fuji is a .T~ipaiie~e corporation with its principal place of‘ business in Tokyo, .lapan. liitelc 

is a Taiwanesc corporation with its principal place ul‘business in Hsin-Chu Industrial Park, 

Taiwan. Prodisc is ;i Taiwanesc corporation with its priiicipal place of. business in ‘Taipei 1 h e n ,  

‘I’aiwan. Ilaxoii is ;I Taiwanesc corporation wilh ils principal place or business in Gucisliaii, 

Taoyuan 333, ‘I’aiwm Ritek arid Daxon contend that the Court lacks pcrsoiial jurisdiction over 

them, and must dismiss the claims against them on that ground. 

Additionally, d l  third-party dcfciidants maintain that Fuji’s claims are sub-jcct to 

arbitration, and that tlie Court must, thcrcfore, dismiss or stay Fuji’s claims against Prodisc. ‘ihe 

arbitration agrcement provides an alternative basis for dismissing thc claims against Ritek and 

Daxon , 

Each ol‘the thrce third-party delkndarits entered into purchase agreements with Fuji’s 

subsidiary, Hong Kong Fuji PhotoLogistics Limited, now iiaincd Vu.; i f i l i i i  I long Kong Limited 

(I;uji Hong Kong). Pursuant to the purchase agreements, Fuji Horig Kong agreed to purcliasc 

optical storage iiiedia from each third-party defendant. The agreemeills provide: 

No modiflcation, amendment, supplemen1 to, or waiver of this 
Agreement shall be binding upon the parties hereto unless made in 
writing and duly signed by tlie parties hercto. 

* * *  
‘I’lic parties sliall use all reasonable efforts to rcsolvc ainicably any 
dispute that may arise concerning h i s  Agreement through direct 
discussions. In tlic cveut that any dispute is not resolved by the 
foregoing procedure in ;1 reasonable period, such disputes arising out 
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of 01- in conncctjon with this Apreeiiicnt sliall bc h i l l y  settlcd by 
arbitration by three arbitrators conducted in English laiigiiage . . . . 

Purcliclse Agreeiiicnt, 71 13.2, 13.6. Arbitration was lo be held in Japan or ‘l’aiwan, depending 01-1 

which cuiiipaiiy was involved. ‘T lie partics’ agreeiiieiits were to be construed in accordaiice with 

Ncw Y o r k  law. FLiji coIiiiiiciiccd the third-party action without seeking to arbitratc its claims 

against any of the third-party dcfciidaiits. 

Fuji contends that, or1 December 20, 2005, Ilaxon sciit Fuji’s Taiwanese counsel a letter iii 

which it agreed to exercise its bcst efforts to assist Fuji in the event it was sucd by Oiscovision. 

Fuji docs not i nc lde  a copy of that letter. Fuji states that in a follow-up tclephone call, Kevin 

Cheri oi‘Daxon stated lhat Daxon would iiideniiiily Fuji. 

Fuji includcs a letter lrkoni Prndisc, datcd October 2, 2006, in which Prodisc agrecd to bc 

“solely liable for all lcgal consequences, iiicludiiig claims, lawsuits, complaints . , . rcsulting from 

the importation, distribution or salcs of all these Prodisc-made CD-R, DVD-R, DVD-RW, and 

DVD+R products , . . .” It riirther agrecd to bc “solely liable lor the any [sic] such legal 

consequeiices . . . arising out o l o r  relating to any allegation that the Prodisc-made I . I products 

infringe the palents, traclcniarks, trade secrets, and/or othcr iiitcllcctual propcrty of any party . . . .” 

Wolinsky Aft’,, Exh. T 
L 

b‘Li.ji avers that i t  was in communication with thc third-party dcfcndaiits throughout 2006- 

2007, and notilied thcm of the within lawsuit, aiid reminded them of their coraimitmciit to defend 

and indcmnily Fuji. It furtlier mainlains that it wrotc to all three third-party dcfctidants i t i  July 

2007, to notify tlieiii that it had filed the third-party complaint, and met with cacli ofthcm in 

October to discuss tlic litigation. Fuji states that rcpreseiitatives of each of the companies said that 
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they woiild assist in showing that their products did not violate the patcnts. 

Prodisc docs not deny that  New York can rxercise.jurisdiclion over it, and is no1 

c 11 a I I e ng i 11 g t 11 c t h i d  - p ar t y c o nip lain t 011 the bas i s of .j u r i sd i c ti oil. 

1)axc~ii maintains thal it has never transacted business in New York or any other 

jurisdiction in [lie United States. It has  not contractcd to supply products in New York, has IIO 

branch ollice or suhsidiaiy in Ncw Yol-k, 113s tio agents, bank accounts, property or leases in .New 

York, and has 110 contract with ariy Fuji ciitity doing busiiicss in New York. 

Fuji contends that Daxon, as ;1 member of the BeriQ group, has corporate affiliations that 

could perinit jurisdiction to be asserted over it. ‘.I’Iic HeiiQ Group is a group of 12 companies that 

share resources arid leveragc synergies. It has a sales office in Irvine, Calilornia, and its website 

lists rctailcrs throughout New York that sell BenQ products. 

Ritek also clainis that it never transacted business in New York or contracted to supply 

products in New York. It does not own any balk account, propcrty or leases in New Yo&. .Nor 

does it have any branch oflice, representative agenl or subsidiary in New York. Ritek owns a 

British Virgin lslaiids corporation which owns a California corporatioii iiamed Advanced Media, 

Inc. (AMI).  Ritelc contends that AMI is an entirely separatc cntity from liitek. AMI currently 

sells liitek products, and plans to sell products from other suppliers as well. 

l:uji notes that Ritek’s wcbsitc refers to AMI as Kitck’s Aiiiericaii branch oftice, and trades 

under the iiaimc Kitck LISA. While llitek asserts that AMI plans to sell products from other 

suppliers, it currently sells only Iiitek products. Fuji contends that liitek USA sells or has sold 

liitek’s products through retailcrs such as OfficcMax, KadioShack, Walmarl and Microcentcr, 

which collectively have huiidrcds of Iocatjons throughout Ncw Yol-k State. Ilitek LISA also 

4 

[* 5 ]



solicited custonicrs during ;It least two trade shows that took place at the Jacob Javits C‘oiiventioii 

Ccnter iri New York C’ity. Fuji iivcrs that Ritck 113s other American subsidiaries and aftiliatcs as 

well. It does not, however, proffer evidence ta that e l h t .  

D 1 S c‘ IJ S S ION 

Jurisdictio 11 

Ritek and Daxon contend that they are not doing business in Ncw Yo&, as dcfined in 

C.’PLII 301, tior liavc they traiisauted business in Nuw York out ofwhich this coritroversy arose, as 

deiined in  CPl ,R 302. Moreover, they assert that they do not evcii have iniiiiinal contacts with 

New Yorlc which would be iiecessary in order to meet due process requiremeiits established undcr 

the United Statcs Constitution. ,See E€irnsun v Denckla, 357 US 235 (1958). l’hcreforc, Ritck and 

Daxon seek dismissal of the third-party complaint, as against them, for lack of‘ personal 

j urisdictioii. 

Fuji seeks an order granting it discoveiy so that it can cstablisli that this court can asscrt 

jurisdiction over Ritek and Daxon. Fuji maintains that the corporatc afiiliates and subsidiaries 

tliat they have been ablc to locate from public sources demonstrate a sufficient start that would 

,justi% enabling Fuji to seek discovery on the jurisdictional issue. Furthcr, Fuji asserts that the 

agrecments that Ritek and Ilaxon made to delknd and incicninify Fuji are, by tliemsclves, a 

sufficient basis to usscrt jurisdiction. 

With respect to Fuji’s asscrtinns rcgarding Ritck and Daxon’s alleged agreeiiieiits to 

defend and indemnify it, its positioii is uncompclling. Initially. the Clouri notes that Fuji has not 

submitted aiiy evidencc that eillier corporation iiiadc such a written agreenicnt. Sccond, Fuji does 

riot assert that aiiy siich agreement provided tlial Ritek or Daxon would perform any service in 
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Ncw York. ‘l’he cases upoil which i:uj i relies 31 I involved defendants who agrecd to perform 

services in New York. ,Srr L5’km/xill~k v Rocek. 208 AD2d 1100, 1102 (3d Dcpt 1994); .4.L Tr-nde 

Fin. v Pclivr Bunk, 989 F2d 76 (2d Cir 1993); C‘hrm~w hill .  Lcirsiiig v Mtiridian E;:ng ‘g. 590 F 

Supp 539 (SDN Y 19x4). 

I n  order to liavc a court assert jurisdiction over II non-domiciliary dcfcnclaiit, a plaintin‘ 

must cstablisli that the defendant is eilher doing business in  New York, or transacts business oul 

of which the cause of action itrose. CPLR 301, 302. Here, there is no assertion that either Ritek 

or Daxon does business i i i  New York, or that they transacted business i i i  New York out ofwhich 

tlic uiiderlyiiig cause of action arose. Fuji relies on subsidiaries and affiliates of Ritek and Daxon 

to justify asscrting jurisdiction over them. 

While it is true that, in certain circiimstances, a defendant can bc sub-ject to jurisdiction 

hcrc bascd upon the activities of a subsidiary or affiliate, bcfore such jurisdiction can bc asscrted, 

not only must the connection betweeii the two eiititics justify a conclusion that the dcfcndaiit was 

doing business through the subsidiary or agent, but that subsidiary or agent must itsell‘ be subject 

to tlic .iurisdiclion of this C‘oui-t. Fuji has not niadc any such sliowiiig. Rather, Fuji acknowlcdgcs 

that both entitics, AMT and BenQ, are based in California. ‘Ihe only connection that Fuji has 

ofkred is lhat products that they sell are available in various large retail storcs in New York. 

I Iowcver, the h c t  that natioiial cliaiiis like Waliiiart aiid OfficcMax sell products distributed hy 

AM1 or BenQ docs not establish that either entity is doing busi~iess in New York that would 

sub-ject it to New Yorlc jurisdiction, much lcss on a matter that docs not arise o u t  of such salcs. 

Scc Andrrcw G‘rwnhcrg, lnc. 1) Sir.-llilch ,Sofiwut-Li, Inc., 297 AD2d 834, 837 (3d Depl 2002); ,see 

ul.so Bz~rgcr King C.’orp. II Ruilzcwicz, 471 US 462, 475 (1985). Fuji’s bald asserlion that Beno 
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“Lo~questionably does business t I i~~)~~gl io i i t  Nc\\ Yurk.” without any slipporting evidence, does riot 

suff‘tice tu deincmstrale Ben(.?’s prcsence in Ne\\- York. Thus, even if Fuji presented some basis to  

believe that t3enQ and AMI WCK inere departiiicnts ol‘ Daxon and Kitek. Fuji has slill hiled to 

deiiioiistratc sdlicient facts that would warrant pcr-mitting Fuji to obtain discovery lrom the tliii-d- 

party de fend ants . 

A 1.17 it rat ion C 1 a ii se 

Fuji contends tlint cach 01 h e  third-party deliidants entered into tl collateral agreemenl 

with i t  to assist in the defense and to provide indcmnification with respect to Discovision’s 

claims, and those cominitriients were iiot sub-jcct to an arbitration provision. Therefore, Fuji 

iiiaintaiiis tliat the arbitration provision does not apply to this matter. 

Sincc the Court does not have jurisdiction ovcr Kit& or Daxon, this issue, with rcspect to 

them, is moot. ‘I’he Churt notes, however, that Fuji has not submitted any evidence that either 

Ritelc or Daxori executed a written amendment to thc prchase  order agreement. Such written 

amendment would be required in order for it to be enforced. Thus, if the Court liadjurisdiction 

over Ritek and L)axon, the complaint, as against them, would probably still Iiavc to be dismisscd 

because o l  the arbitration provision. 

Fuji siibmits a letter Iron1 Prodisc, in which Prodisc agrees to acccpt cerk-iin liability if Fuji 

were sued, Fuji cotitelids that this letter constitutes a specific coniniitmciit to dcfenci and 

indemnify it with respect to Discovision’s claiins, and does not contain an arbitration clause. 

Prodisc asserts that the letter providcd to Fuji arose out of allcgations by Koninklijltc 

Philips Electronics N.V., and was never incant to tnodify the purchase agreement with Fuji. 

Furtlicr, tlic letter did not state that i t  would iiidemiiily Fuji lor any action brought by Discovision; 
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it was limited to losses arising out of claims that Prodisc’s products infriiigcd on the palents of 

another party. Additionally, it was not sigiicd by dl the parties. 

The letler submitted by Fuji is not signed by a11 the parties to thc purchase agreement. 

‘I’herel‘orc, by Ihc clear terms of the ptirdiasc agreerncnt, i t  caiinol modify that agreement. 

Consequently, even if the letter would ollirrwise permit Fu.ji to avoid arbitration, [he failure of all 

partics to sign it prccludes any niodilication ol h e  purcliaso agreeincnt. Additionally, as noted by 

l’rodisc, tlie lctter stated only that it would indemnify Fu*ji for claims based upon patcnt 

infringement. The complaint in the main action does not assert patcnt infringement. It asserts 

brcach of a licensing agrcement. I)iscovision and Fuji entered into that agreement, in  part, to 

avoid determining whetlier or not there was palent infi*ingenieut. Thus, Iliscovision’s instant 

action cloes not h l l  within the parameters of the lettur, 

Fuji conteiids that there are condilions precedciit to arbitration which have riot bcen 

fulfilled and, thcreforc, it is not obligated to arbitrate the partics’ dispute. It avers that tlicre has 

been cooperation aniong the parties, and IIWC of the parties evcr indicated that there was any 

dispute. It further asscrts that third-party defciidants have riot used all reasonable el‘l‘orts to 

resolve any dispute amicably, which is a required precondition to any dispute being arbitrable. 

Fuji’s assertion that t h e  is 110 dispute is rebuttcd by the fact that iliird-party defcndants 

have disputed FLiji’s version of the events. The assertion that it caii avoid arbitration by asserting 

that not all reasonable efforts have been made to resolve the disputc amicably is similarly 

unconipelling. The agreemcnl does not provide that arbitration cannot bc held unlil all reasonable 

effoi-ts have bceii made. It  provides that if m y  dispute is not rcsolved, any such dispute shall be 

finally settled by arbitration. ‘I’hc stated prekreiices of resolving mattcrs aniicahly was not 
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iiiteiided to pcrmit Fuji to litigntc the matter in court rather than to subinit to arbitration by thc 

iiiere expedient of asserting that not all reasonable eKi'ort was iiiade to resolve the matter. Neither 

thc language of' thc agreement, nor the uiidcrlyiiig intent, can be construed to reach such a result. 

C'onsequcntly, Fuji has failed to dciiionstrale that it  is not bound by the arbitralioii agrccincnt. 

In the even1 that Fu-j i coiiiineiices :in arbihitioii procccdiiig against Prodisc, which 

proceeding cannot rcasonably expeditiously bc hcld, tliroupli 110 fault of Fuji, thc parties are 

graiited leave to seek rearguiiient of this iiiotion as to E'rodisc. 

CXINC.:LUSION 

Accordingly, i t  is hereby 

Ol<DI-XF,D that the motion of third-party defendants is granted as follows: 

(i) the third-party complaint is disiiiissed as against defendants Ritck Corporation and 

Daxoii Technology, Inc. for lach 01 personal jurisdiction; 

(ii) the third-party action is stayed as against Prodisc Technology, Inc. pcnding the 

outconie 01 arbitration between Fuji and Prodisc; and it is further 

ORDERED that tlic main action shall continue. 

Dated: August 12, 2008 
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