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GROVH LUMI3ER & H U T L D I N G  SUPPLY INC, , 

Charles Edward Ramos, J.S.C.: 

w a y  of La v e r i r i e d  p e t i t i o n  t o  compel respondent Grove Luinber & 

Bui ld ing  Si.ipply Inc'. (Grove) t o  proceed w i t h  a r b i t r a t i  on of 

Background 

Argonaut i 9 an  insurance  cornpany inco rpora t ed  i.n I l l i n o i s ,  

w i t h  it.s principal place of business i n  Texas. Grove i s  a 

co rpora t ion  w i t - l - i  i t s  pr inc ipa l .  p l ace  of bus iness  l o c a t e d  i n  

C a l i f o r n i a .  Aqoriaut i ssued th ree  insurance  p o l i c i e s  ( P o l i c i e s )  

t o  Grove, and agreed t o  provide related workers' compensation 

claims s f r v i c e s ,  e f f e c t i v e  from May 1, 2 0 0 3  t o  May 1, 2006. I n  

May of 2 0 0 4 ,  Argonaut and Grove entered i n t o  an  Insurance Program 

Agr-eemerit (Agreement) , t h a t  desc r ibes  t h e  terms of the P o l i c i e s  

and o t h e r  a s p f c t s  of the p a r t i e s '  r e l a t i o n s h i p  (Exh ib i t  1, 

annexed to t.hf V e r i f i e d  Pe t - i t i on )  . 

T n  0r:trcber. rlif 2 0 0 7 ,  Grove f i l p d  211 d r t i n n  arjainzt Argonaut  

j.n t.he Supe r io r  Court of the  S t a t c  of C a l i f o r n i a ,  a s s e r t i n g  

va r ious  c o n t - r a c t u a l  and t o r t i o u s  causes of a c t i o n ,  i n  a d d i t i o n  t o  

a l l e g i n g  v i o l a t - i o n  of C a l i f o r n i a ' s  u n f a i r  bus iness  p r a c t i c e s  law, 

[* 2 ]



a r i s i n g  out  of Argonaut s workers cornpensat ion claims harid1i.ng. 

T h e r e a f t c r ,  the acti,ori w a s  removed t o  t h e  1Jnit.ed S t -a tcs  

D i s t r i c t .  C o u r t -  for t.he C c m L r a l  D i s t r i c t  of C a l i f o r n i a  ( C A  Federal 

A c t . i c l n )  . Ar-yonaut. made a motion t.0 s t a y  or' disrniss ori the  basis 

that .  G r - o v e  i s  r e q u i r e d  t o  a r b i t r a t e  t h e  d i s p u t e ,  pursuant- t.o an 

arbiLr-at ion p r o v i s i o n  c:ontai.ned i n  the Agreemerit . Recent ly ,  on 

July 7 ,  2 0 0 8 ,  A r g o r i a u l r . ' ~  rriotinn t o  s t a y  t h a t  a c t i o n  pending thi:? 

Court s cierisi on on t..lie w i t l - 1 j . n  pet.it .iori was g r a n t e d .  

In another act . ion i n s t i t u t e d  i n  t h e  Super ior  Court of 

C a l i f o r n i a  ii-ivolviny Aryoriaut and a riori-re1,ated p a r t y ,  Ceradyrie, 

I r i c .  , at. issuc was workers' cornpensati.on policies arid an 

acjrcetnerit aubst.ari t ial1 y s i m i l a r  t o  thosc  aL i s s u e  here. The 

court. in that a c t i o n  determined that t h e  agreement con ta in ing  t h c  

a r - b i t r a t i o n  p r o v i s i o n  w a s  vo id  and unenforceable  under C a l i f o r n i a  

l a w ,  because Argonaut. d i d  not submit i t  t o  t h e  C a l i f o r n i a  

Department of Insurance  ( C D I )  f o r  approval. , unde-r- a p p l i c a b l e  

insurance  r e g u l a t i o n s .  That decisliori, i n  a d d i t i o n  t o  t h e  

d e c i s i o n  i n  thc! CA Federal Action,  a r e  c u r r c n t . 1 ~  on appea l .  

O n  December 5 ,  2 0 0 7 ,  Argonaut served Grove with a demand t o  

a r . b i t r a t e ,  hased upon tlie a r b i t r a t i o n  p r o v i s i o n  conta ined  i n  the 

Agreement. Grove r e j e c t e d  Argonaut Is demand t o  a r b i t r a t e ,  

r e s u l t i n g  j.n tlie f i l i n g  of t h e  i n s t a n t  v e r i f i e d  p e t i t i o n  t o  

compel a r b i t - r a t i o n .  

Discussion 

Argonaut contends t h a t  t.he a rb i t r - a t  i on  p rov i s ion  contained 

i.n the  AqreernFint establishes that. t-lie p a r t i e s  agreed t.0 submit 
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a1.1 disputes t .hat  arise under the Agreement and t h e  F1r71 i r:i e,r: t o  

ai-hi. t.rat: i o n .  

G?-ove cir-yues L.liat the  a r b i t r a t i o r i  c l a u s e  conta ined  i n  t h e  

A y r e e m t t r i t  is unefor-ceahle under pub l i c  pol i c y  and t.hc C a l i f o r n i a  

Code 01 Regulakions s c c t i o n  2 2 1 8  ( a ) .  Grove contends that .  

Argonaut only submit ted the P o l i c i e s  t o  t h e  C D 1  f o r  approval ,  arid 

no t  t.he Aqreement , ant3 consequently,  the Agrec!mc.nt. , inc ludiny  t h e  

a rb i  t-r-at-ioll and c:onserlt to j u r i s d i c t i o n  provi s i  oris corit.airied 

t h e r e i n ,  are i n v a l i d .  11-1 a d d i t i o n ,  i n  l i g h t  o f  t.hc! alleged 

iriva1.j c i t y  01 t hc  consent, t o  j u r i s d i c t i o n  p r o v i s i o n ,  Grove 

rnai rit.airis t h a t  t.lii:; Court l a c k s  personal  j u r i s d i c t i o n  over  i t .  

A l t e r n a t i v e l y ,  Grove argues that.  even i f  the C o u r t .  

dc t. e mii.  11 c s L h a t  t h e  a i -bi  t 7-a t. ion  provi  s i 011 i s con t r o  1.1. i nq , 

Court- should d e f e r  110 the c o u r t s  of C a l i f o r n i a  pending 

de termina t ion  of the appea l s ,  t o  avoid the p o t e n t i a l  of three 

d i f f e r e n t .  r - e s u l t s .  

t h i  s 

At. the  outset, th1.s Court must r e s o l v e  t h e  t1ireshol.d i s s u e  

of whether t h e  parties made a v a l i d  agreement t o  a r - b i t r a t e  their 

d i s p u t e s .  

T h e  Federal ArbiLx-ation Act (FAA) applies t o  t h i s  

dc te rmina t  i o n ,  because the Agreement a f f e c t s  i n t e r s t a t e  commerce 

( G e r l i n g  Global Reinsurance Co.rp. v Home Ins .  Co., 3 0 2  AD2d 1.18, 

124 [l'" m p t  20021 , Jv d e n i e d  302 AD2d 118 [2003]). 

T l i c r e  i 3 a s t r o n g  f e d e r a l  p 0 1 i . c ~  encouraging a r b i t r a t i o n ,  

arid any doubt.s concerning t.lie scope of arbitrable i s s u e s  should 

be resolved i n  f avor  o f  a r b i t . r a t i o n  ( B a n k  J u l i u s  B a e r  & Co. v 
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W ; i x f i e l d  LL-d . ,  424 F3d 2’78, 281 [2d Cir- 2005l). 

The plaii-1 and expansive language empl.oycd i n  A r t i c l e  V I 1  of 

t. he Ayr-? eine TI t. ~in~tcy-1 ivoca 1 1 y e s t a b 1 i she 6 t h a t  t hc: part i e s ayr-eed 

t o  a r b i t r a l : e  t h e i r  d i s p u t e s ,  by use of the p h a s e  “you and w e  

ag ree  t o  a r b i l r - a t e  any d i s p u t e  , , . over . . . t h i s  Agreement or‘ any 

o t h e r  agreemcnt k t .ween  you and us . . . a r b i t - r a t i o n  i s  the s o l e  

rcmedy for t.he resoIu t . ion  of disput.es between us” ( A r t i c l e  VI1 

[A], [B] ; sec!  L U L I ~ S  l l r c y f u s  Negocc S.A. v H l y s t a d  Shippiny & 

TracJing I.1-i~:. I 2S2 F3d 218, 226 [2d Ci.r] , cer‘t d e n i e d  534 US 1.020 

[2001 ] [tr.er-rnr; such as  “any d i s p u t e ,  “ r e l a t i n g  t o ”  and “ a r i s i n g  

uiider-” i n d i c a t e  a broad a r b i t r a t i o n  clause] ) . 

Havi.ng determined t h e  t1ir.eshol.d i s s u e  , namely, t h a L  t h e  

par t ie : ;  agreed t o  a r b i t r a t e ,  the next i s s u e  i.3 det.crmlning t h e  

scope of a rb i l : r ab le  issues (Hartford Arc. and  I n d e m .  Co. v S w i s s  

l ic ins .  Am. C o r p . ,  246 F 3d 219, 226 [2d Cir 200ll). The parries’ 

agreement t o  a r b i t r a t e  encornpasses “any q u e s t i o n  as t o  

a r b i  Ir r-abi. 1 i t y , ” iric 1 udi  ng \\ t h e  i nt. er-pret a t i o n  I 

Iormat.ion, enforcement o r  v a l i d i t y  of t h i s  Agreement or any o t h e r  

agreernent. between you and u s  . . . with  r e s p e c t  t o  any t r a n s a c t i o n ”  

( A y r - e e m e r i t  I A r t - i c l e  VI1 [A] ) . T h i s  broad a r b i t r a t i o n  p rov i s ion  

encompasses Grove’s clalirns a s s e r t e d  i n  t h e  CA S t a t e  Act ion,  t h a t  

a J . l eye  that. Argonaut mishandled claims made under t h e  P o l i c i e s ,  

i.n a d d i t i o n  t o  Grove’s  challenges to the v a l i d i t y  of the 

Agr-eemcnt a s  a whole under p u h 1 . i ~  policy arid Cal i for -n ia  l a w .  

‘rhc Supreme C o u r t  r e c e n t l y  reaf f ir-med t h a t  once a court 

appl. i cat i o n ,  

de te rmines  that t h e  pa r t i . c s  agrccd t o  a r b i t r a t e ,  under t h c  
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s eve L̂  ab i 1 i t y doc t r i. Ti e , ci c' s p i t e c o 11 t. c ii L i o 1-1 s t ha t t. 11 t ~ !  A q r c e Ine 11 t i s 

v o i d  d u c  to i l l e q a l i t y ,  an a r b i t r a t o r ,  not. t.lie c o u r t ,  shou1.d 

dec ide  the va1.idit.y of the agreement a s  a whole (But-keye C'heck 

Cashing, Inc. v C a r d e p a ,  546 US 440, 445-46 [20061; accord 

Weinr-ott v Carp, 32 NY2d 190, 198-99 [1973] [t.he severabi1it ;y 

dvilt.I,i.iic i s  r-ecoqnized i n  N e w  York] ) . 

Grove does not. r o n t e s t  t h e  v a l i d i t y  of t h e  a r b i t r a t i o n  

p r o v i s i  on , cori ta incd i n  Ar-ti c l e  VI1 of t h e  A g r c e m e n t  . Ther-efore, 

under- t.he s e v e r a b i l i L y  d o c t r i n e  , t h i s  Court. i s  without. aut.1iorit.y 

t.o asscss Llie p r o p r i e t y  of Grove's cha l l enges  to t h e  v a l i d i t y  of 

t he  u n d e ~ - l y i n q  Agr'eemeTlt cls a who le ,  t h a t  i s  t.o be considered by 

tl-le arbit.r.ato7- i n  t h e  f i . r s t  instance. 

P' ina l ly ,  i n  l i g h t  of t.he de te rmina t ion  t h a t  t h e  p a r t i c s  

agreed 1.0 a r b i t . r a t e  t h e i r  d i s p u t e s ,  

i n  f a v o r  of a r b i t r a t i o n ,  this Court d i s c e r n s  no b a s i s  upon which 

t.o defer- t h i s  i s s u e  pending r e s o l u t i o n  of t h e  appea ls  i r i  

C a l i f o r n i a .  

and the strong fedcral p o l i c y  

Ac:cordii-iyly, it: i s  

ORDERED t h a t  t h e  p e t i t i o n  by Argonaut Insurance Company t o  

cijmpel arbitration i s  g r a n t e d .  

Dated : tc&r j5 2 0 0 8 

ENTfl- 
J . S . C .  
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