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Opinion

BORDEN, J. This case involves two separate appeals.*
In the first appeal, the defendant, MemberWorks, Inc.,
appeals from the judgment of the Superior Court con-
firming an arbitration award in favor of the plaintiff,
MedValUSA Health Programs, Inc., awarding the plain-
tiff no compensatory damages and $5 million in punitive
damages. The defendant claims on appeal that the trial
court’s confirmation of the arbitration award violated
its right to due process under the fourteenth amend-
ment of the United States constitution and violated the
state’s public policy against excessive punitive damage
awards. In the second appeal, the plaintiff appeals from
the judgment of the Superior Court denying the plaintiff
prejudgment and postjudgment interest on the arbitra-
tion award. On appeal, the plaintiff claims that the trial
court’s decision was an abuse of discretion. We disagree
with the claims advanced by both the defendant and
the plaintiff in their respective appeals and, accordingly,
we affirm the judgment of the Superior Court.

The record reveals the following facts and procedural
background. The plaintiff is a Connecticut corporation
formed by Andrew Bronfman and Andrew Fineberg to
sell discount health care subscriptions for physician,
dental, vision, prescription, hearing and other medi-
cally-related services to targeted segments of the gen-
eral public. The defendant is a Connecticut corporation
that provides membership service programs that give
consumers access to discounts on a variety of products
and services in many areas, including the health care
industry. The parties entered into a contract whereby
the plaintiff agreed to become a wholesale, nationwide
vendor of one of the defendant’'s dental and health
plans. After they entered into the contract, relations
between the parties deteriorated, prompting them to
amend their agreement on April 15, 1999. The amended
contract delayed the “start date”? of the agreement and
reduced the number of service units that the plaintiff
was obligated to purchase within eighteen months of
the start date. The amendment also changed the defen-
dant’s obligations relating to the number and density
of physicians participating in the program by supple-
menting the original provider network (network 1)
made available to the plaintiff with a second provider
network (network 2), to which the plaintiff would have
access when network 1 provided insufficient coverage
within a state. The parties’ relationship did not improve
and, eventually, the plaintiff notified the defendant that
it was shutting down its business operations and “evalu-
ating [its] options with counsel.” Subsequently, the
plaintiff filed a demand for arbitration with the Ameri-
can Arbitration Association for breach of contract,
breach of the implied covenant of good faith and fair
dealing, and a violation of the Connecticut Unfair Trade
Practices Act (CUTPA), General Statutes § 42-110a et



seq. The demand alleged that the defendant had
breached the original and amended agreements by: (1)
failing to communicate to the plaintiff vital information
regarding the provider networks; (2) failing to ensure
that the provider networks were sufficient to service
the needs of the plaintiff’'s customers; (3) making mis-
representations about the number and distribution of
physicians in network 1 and about the admitting privi-
leges of network 2 physicians to network 1 hospitals;?
(4) withdrawing the dental network; (5) failing to
deliver fulfillment materials;* (6) refusing the plaintiff's
requests for meetings; and (7) refusing to communicate
with the plaintiff other than in writing. The plaintiff
further alleged that the defendant employed these tac-
tics for the purpose of gaining a competitive edge over
the plaintiff, and that the defendant began, at a time
not specified in the demand, offering to the general
public membership programs modeled after that
designed by the plaintiff.

The arbitration panel ruled in favor of the plaintiff
on all counts, but awarded no compensatory damages,
finding that the plaintiff had failed to establish damages
with reasonable certainty. The panel found, however,
that, because the defendant had engaged in a number
of unfair and deceptive acts in violation of CUTPA,
General Statutes §42-110g (a), the provision within
CUTPA providing for the award of punitive damages,
justified a punitive damages award of $5 million.* The
defendant’s unfair and deceptive acts, as found by the
panel, may be summarized as follows: (1) the failure
to disclose to the plaintiff the nature of its communica-
tions with network 1, some of which called into question
the availability of that network for the plaintiff's enter-
prise; (2) the failure to disclose to the plaintiff the
availability of other networks; (3) a history of misrepre-
senting its obligations to the plaintiff under the contract;
(4) the refusal to meet with the plaintiff in a timely
manner and the unavailability of one of its employees
for conference calls; (5) the failure to inform the plain-
tiff about the elimination of free dental services from the
program and its inadequate responses to the plaintiff's
requests for information, including inquiries concerning
the dental services; (6) the failure to provide the plaintiff
with new fulfillment materials necessitated by that elim-
ination; (7) the failure to approve in a timely manner
hospital lists for advertising; (8) an insistence that all
communications with the plaintiff be in writing; and
(9) the preparation and distribution of an inaccurate
summary of a meeting with the plaintiff. In addition
to punitive damages, the panel awarded the plaintiff
$387,794 in attorney’s fees and $70,950 in arbitration
costs.

The plaintiff timely applied to the trial court to con-
firm the arbitration award.® Soon thereafter, the defen-
dant moved to vacate the award on three grounds: (1)
the award violated Connecticut public policy, embodied



in the due process clause of the fourteenth amendment
of the constitution of the United States, against exces-
sive punitive damage awards; (2) the award violated
the public policy against awarding punitive damages in
CUTPA actions in the absence of reckless, intentional
or wanton misconduct; and (3) the excessive award
evidenced a manifest disregard or patently irrational
application of the law in violation of General Statutes
§52-418 (a) (4). The court denied the defendant’s
motion to vacate and granted the plaintiff's application
to confirm the arbitration award. Subsequently, in a
separate ruling, the court denied the plaintiff's motion
for prejudgment and postjudgment interest. These
appeals followed. Further facts and procedural history
will be set forth where necessary.

The defendant claims that the trial court improperly
confirmed the arbitrator’s award because the award of
punitive damages was excessive: (1) in violation of the
defendant’s right to due process under the fourteenth
amendment of the United States constitution; and (2)
in violation of well-defined Connecticut public policy.’
We disagree. We conclude that, because an arbitration
award does not constitute state action and is not con-
verted into state action by the trial court’s confirmation
of that award, an arbitration panel’s award of punitive
damages does not implicate the due process clause,
regardless of how excessive the award may be. Further-
more, we conclude that, because Connecticut does not
have a well-defined public policy against the award of
excessive punitive damages, the award does not violate
public policy.

A

We first address the defendant’s claim that the arbi-
trator’s award of punitive damages violated its right
to due process because the award was excessive. See
generally BMW of North America, Inc. v. Gore, 517 U.S.
559, 116 S. Ct. 1589, 134 L. Ed. 2d 809 (1996). The
constitutional protections of individual rights and liber-
ties extend only to government actions. Edmonson v.
Leesville Concrete Co., 500 U.S. 614, 619, 111 S. Ct. 2077,
114 L. Ed. 2d 660 (1991); see also L. Tribe, American
Constitutional Law (2d Ed. 1988) § 18.1, p. 1688. Since
the civil rights cases; see United States v. Stanley, 109
US. 3, 4,3 S. Ct. 18, 27 L. Ed. 835 (1883); the United
States Supreme Court has maintained that, against pri-
vate conduct, “however discriminatory or wrongful

. the [flourteenth [almendment offers no shield.”
(Internal quotation marks omitted.) Jackson v. Metro-
politan Edison Co., 419 U.S. 345, 349, 95 S. Ct. 449, 42
L. Ed. 2d 477 (1974). Therefore, in determining whether
a claimant’s due process rights have been violated, the
threshold inquiry is whether the challenged conduct
constitutes state action. This inquiry becomes quite
complicated when, as in the present case, the actor is



a private entity. See Cremin v. Merrill Lynch Pierce
Fenner & Smith, Inc., 957 F. Sup. 1460, 1468 (N.D.
I1l. 1997) (citing cases). In such a case, the question
becomes whether the conduct in question is “fairly
attributable” to the state. Lugar v. Edmondson Qil Co.,
457 U.S.922,937,102 S. Ct. 2744, 73 L. Ed. 2d 482 (1982).

The United States Supreme Court currently employs
a two part test to determine whether the conduct of a
private actor is fairly attributable to the state. “First,
the deprivation must be caused by the exercise of some
right or privilege created by the [s]tate or by a rule of
conduct imposed by the [s]tate or by a person for whom
the [s]tate is responsible. . . . Second, the party
charged with the deprivation must be a person who
may fairly be said to be a state actor.” Id. In order to
determine whether the actor is a state actor, the court
must consider: “the extent to which the actor relies on
governmental assistance and benefits, see Tulsa Profes-
sional Collection Services, Inc. v. Pope, 485 U.S. 478
[108 S. Ct. 1340, 99 L. Ed. 2d 565] (1988); Burton v.
Wilmington Parking Authority, 365 U.S. 715 [81 S. Ct.
856, 6 L. Ed. 2d 45] (1961); whether the actor is per-
forming a traditional governmental function, see Terry
v. Adams, 345 U.S. 461 [73 S. Ct. 809, 97 L. Ed. 1152]
(1953); Marsh v. Alabama, 326 U.S. 501 [66 S. Ct. 276,
90 L. Ed. 2d 265] (1946); cf. San Francisco Arts &
Athletics, Inc. v. United States Olympic Comm[ittee],
483 U.S. 522 [544-45, 107 S. Ct. 2971, 97 L. Ed. 2d 427]
(1987); and whether the injury caused is aggravated in
a unique way by the incidents of governmental author-
ity, see Shelley v. Kraemer, 334 U.S. 1 [68 S. Ct. 836,
92 L. Ed. 1161] (1948).” Edmonson v. Leesville Concrete
Co., supra, 500 U.S. 621-22. Applying these considera-
tions to the present case, we conclude that the act of
the Superior Court in confirming the arbitration award
did not convert the arbitration award into state action.

The defendant does not argue that the arbitration
panel relied on government assistance or benefits or
performed a traditional governmental function. Indeed,
we can find no instance in which a claimant has relied
on a claimed dependence by an arbitration panel on
government assistance and benefits, and federal courts
have consistently rejected the “traditional government
function” argument as support for concluding that an
arbitrator was a state actor. See Davis v. Prudential
Securities, Inc., 59 F.3d 1186, 1191 (11th Cir. 1995)
(collecting cases). Instead, the defendant argues that
the Superior Court’s confirmation of the award ren-
dered the decision of the arbitration panel state action
because, in the absence of the judicial action, the award
would be unenforceable. Therefore, the only Edmonson
factor relevant to the present case is whether the judi-
cial confirmation of the arbitration award constituted
anincident of government authority that uniquely aggra-
vated the defendant’s claimed injury.



Because Shelley v. Kraemer, supra, 334 U.S. 1, is the
principal case relied upon in any argument advocating
that a private actor’s conduct becomes state action
based on the alleged aggravation of the claimed injury
in a unique way by the incidents of governmental
authority, it is helpful to review the factual and proce-
dural background of that case.? Shelley involved a
restrictive covenant, which was agreed to by white land-
owners, to exclude minorities from occupying any of
the fifty-seven parcels of land that were subject to the
covenant. Id., 4-5. The defendants in Shelley were per-
sons of African-American descent who had purchased
land from an owner of one of the subject parcels. Id.,
5. The plaintiffs, owners of other parcels subject to
the covenant, sued in state court, seeking a restraining
order preventing the defendants from taking possession
of the land and seeking judgment divesting title from
the defendants and revesting title with the immediate
grantor or some other person as directed by the court.
Id., 6. The trial court denied the requested relief on the
ground that the agreement had never become final and
complete because it was the intention of the parties to
the agreement that it was not to become effective until
signed by all the property owners, a condition that had
never been realized. Id. The Supreme Court of Missouri
reversed the judgment of the trial court, and held that
the restrictive covenant was effective and did not vio-
late any rights guaranteed to the defendants by the
federal constitution. I1d. The United States Supreme
Court reversed, holding that judicial enforcement of a
restrictive covenant constituted state action and that
the covenant violated the defendants’ rights under the
equal protection clause of the fourteenth amendment.
Id., 20. The court reasoned that the action of the judi-
ciary was state action because “but for the active inter-
vention of the state courts, supported by the full
panoply of state power, [the defendants] would have
been free to occupy the properties in question without
restraint.” Id., 19.

At first glance, judicial confirmation of an arbitration
award fits the Shelley pattern perfectly. Judicial confir-
mation is indisputably an exercise of government
authority. See id., 18 (actions of state courts and state
officials are state action for purposes of fourteenth
amendment). Furthermore, just as with the restrictive
covenant in Shelley, the arbitration award at issue in
the present case would have had no effect without the
active intervention of the courts, “supported by the full
panoply of state power . . . .” Id., 19. Therefore, the
same “but for” reasoning that guided the analysis of
the Supreme Court in Shelley would seem to compel
the conclusion that the judicial confirmation of an arbi-
tration award constitutes state action. Shelley’s prece-
dential authority for this proposition, however, at least
outside the context of racially restrictive covenants, is
at best questionable. Although praised as a landmark



civil rights decision,® Shelley has also been the subject
of much controversy and criticism.’ Indeed, many com-
mentators speculate that the holding of Shelley has been
effectively confined to its facts. See, e.g., G. Buchanan,
“A Conceptual History of the State Action Doctrine:
The Search for Governmental Responsibility (Part I1),”
34 Hous. L. Rev. 665, 724 (1997).

A survey of subsequent United States Supreme Court
cases that have discussed Shelley supports this conclu-
sion. The court has criticized Shelley and expressed
reservations about extending its holding, most
expressly in Bray v. Alexandria Women’'s Health
Clinic, 506 U.S. 263, 266, 113 S. Ct. 753, 122 L. Ed. 2d
34 (1993), a case in which abortion clinics and other
groups sought to enjoin antiabortion demonstrators
from demonstrating at clinics in Washington, D.C. In
responding to Justice Souter’s concurring and dis-
senting opinion, the majority asserted that he had relied
on Shelley for the proposition that during the sit-ins in
the 1960’s, “there was, even before the Civil Rights Act,
legal warrant for the physical occupation.” (Emphasis
in original.) Id., 282 n.14. The majority then continued:
“Any argument driven to reliance upon an extension of
that volatile case is obviously in serious trouble.” Id.

In addition to this direct criticism, the court’s minimal
reliance on Shelley as precedent evinces the court’s
reluctance to extend Shelley’s holding beyond the con-
text of racial discrimination. Over the years, the
Supreme Court has cited to Shelley primarily as a part
of general language introducing the problem of state
action, for the basic proposition that only state action
is subject to fourteenth amendment strictures and that
private action, no matter how discriminatory, is not
subject to constitutional scrutiny.!* More extensive dis-
cussions of Shelley generally have appeared in concur-
ring, rather than majority, opinions. For example, in
Lombard v. Louisiana, 373 U.S. 267, 268, 83 S. Ct. 1122,
10L. Ed. 2d 338 (1963), three African-American students
and one white student, who were sitting at a whites
only lunch counter at a privately owned restaurant in
New Orleans, were asked to leave. When the students
refused, they were arrested and subsequently convicted
of criminal mischief. 1d., 269. The students challenged
their convictions as violative of the fourteenth amend-
ment. Although there were no city ordinances requiring
segregation, the majority opinion of the Supreme Court
found the requisite state action in the actions of the
city officials, who had issued statements establishing
alocal custom of segregation. Id., 270-73. After a similar
occurrence had taken place in the city one week earlier,
the mayor of New Orleans stated, four days prior to
the defendants’ arrest, that he had instructed the super-
intendent of police that no additional sit-ins would be
“permitted.” Id., 269. The majority opinion interpreted
this statement and others as having a coercive effect
on private individuals. Id., 272-73. In his concurrence,



however, Justice Douglas focused on the imposition of
criminal penalties on the defendants by the Louisiana
judiciary. Id., 278. Justice Douglas relied on Shelley
to conclude that, independent of any actions of the
executive, the judiciary’s actions in imposing the penal-
ties constituted sufficient evidence of state action. Id.

In Bell v. Maryland, 378 U.S. 226, 227, 84 S. Ct. 1814,
12 L. Ed. 2d 822 (1964), demonstrators who engaged in
a sit-in at a privately owned restaurant were arrested
for trespass. The Maryland Court of Appeals affirmed
the convictions, and the Supreme Court granted certifi-
cation. Id., 228. The Maryland legislature, however, sub-
sequently passed a statute that made it unlawful for
restaurants to deny service to a person because of his
or her race. Id., 228-29. The majority, therefore,
reversed the convictions and remanded the case to the
Maryland Court of Appeals for consideration of whether
the convictions should be nullified in light of the super-
vening change of law. Id., 228. Justice Douglas in his
concurring opinion, however, would have reached the
merits of the case. Id., 242. Admonishing the majority
for leaving the “resolution of the conflict to others,”
Justice Douglas stated that “[t]he [c]ourt was created
to sit in troubled times as well as in peaceful days.”
Id., 243 (Douglas, J., concurring). In concluding that
the actions of the judiciary, as well as other Maryland
state actors, formed a sufficient basis for a finding of
state action, he first noted that judicial action alone
had been considered sufficient for a finding of state
action in “cases involving the use of coerced confes-
sions (e.g., Chambers v. Florida, 309 U.S. 227 [60 S. Ct.
472, 84 L. Ed. 716 (1940)]), the denial to indigents of
equal protection in judicial proceedings (e.g., Griffin
v. Hlinois, 351 U.S. 12 [76 S. Ct. 585, 100 L. Ed. 891
(1956)]), and the action of state courts in punishing for
contempt by publication (e.g., Bridges v. California,
314 U.S. 252 [62 S. Ct. 190, 86 L. Ed. 192 (1941)]).” Bell
v. Maryland, supra, 257 (Douglas, J., concurring). In
Bell, he said, “Maryland’s action against these Negroes
was as authoritative as any case where the [s]tate in
one way or another puts its full force behind a policy.
The policy here was segregation in places of public
accommodation; and Maryland enforced that policy
with her police, her prosecutors, and her courts.” Id.
Likening the judicial action of the Maryland courts to
that of the Missouri courts in Shelley, Justice Douglas
asked, “Why should we refuse to let state courts enforce
apartheid in residential areas of our cities but let state
courts enforce apartheid in restaurants? If a court
decree is state action in one case, it is in the other.”
Id., 259. He then added that the court should rely on
Shelley in resolving the “restaurant cases,” “holding
that what the [flourteenth [a]Jmendment requires in
restrictive covenant cases it also requires in restau-
rants.” Id.

Only once has a majority opinion discussed Shelley



at any length—in order to distinguish it. Evans v. Abney,
396 U.S. 435, 436, 90 S. Ct. 628, 24 L. Ed. 2d 634 (1970),
arose from a trust, created in his will by Senator A.O.
Bacon of Macon, Georgia, leaving land to the city for
use as a whites only park. The city initially operated
the park according to Senator Bacon’s devise, but after
the Supreme Court decision in Brown v. Board of Edu-
cation, 347 U.S. 483, 74 S. Ct. 686, 98 L. Ed. 873 (1954),
the city recognized that it could no longer constitution-
ally operate the park as segregated. Evans v. Abney,
supra, 437. When the case came before the court for
the first time, the city had been removed as a trustee
and private trustees had been appointed. Id., 438. Never-
theless, in Evans v. Newton, 382 U.S. 296, 297-98, 86
S. Ct. 486, 15 L. Ed. 2d 373 (1966), the court ruled
that the park had to be treated as a public institution
regardless of who held title, and on remand, the
Supreme Court of Georgia held that the trust failed
because its purpose could no longer be fulfilled. Evans
v. Abney, supra, 438-39. The Georgia court further con-
cluded that the trust could not be saved by the doctrine
of cy pres and that title in the land therefore reverted
to the heirs. Id., 439. The petitioners, African-Americans
who had intervened in the case, claimed that the deci-
sion of the state Supreme Court violated their rights to
due process and equal protection under the fourteenth
amendment. Id., 437. The Supreme Court affirmed the
decision of the state court and concluded that there
was no violation of the fourteenth amendment. 1d., 446.
In distinguishing this case from Shelley, the majority
noted that “the effect of the Georgia decision eliminated
all discrimination against Negroes in the park by elimi-
nating the park itself, and the termination of the park
was a loss shared equally by the white and Negro citi-
zens of Macon since both races would have enjoyed a
constitutional right of equal access to the park’s facili-
ties had it continued.” 1d., 445. Shelley, on the other
hand, involved “state judicial action which had affirma-
tively enforced a private scheme of discrimination
against Negroes.” Id. By contrast, Justice Brennan in
his dissent emphasized the similarity between Evans
and Shelley. “[T]his is a case of a state court’s enforce-
ment of a racial restriction to prevent willing parties
from dealing with one another. The decision of the
Georgia courts thus, under Shelley v. Kraemer [supra,
334 U.S. 1], constitutes state action denying equal pro-
tection.” Evans v. Abney, supra, 457 (Brennan, J., dis-
senting). Justice Brennan’s dissent, contrasted with the
majority’s reasoning, further emphasizes the reluctance
of the court to extend Shelley beyond the realm of
restrictive covenants to apply to any and all private
agreements that are dependent on court enforcement
in order to be effective.

Our conclusion that Supreme Court case law does
not support the extension of Shelley to the context
of the judicial confirmation of an arbitration award is



further supported by the various state and federal
courts that have considered whether state action exists
under such circumstances. Almost universally, courts
have concluded that judicial confirmation of an arbitra-
tion award is not sufficient to convert the action of an
arbitrator into state action. For example, the Seventh
Circuit Court of Appeals found no state action in a
case where the plaintiff claimed that her right to equal
protection had been violated because her arbitration
panel contained no women. The court noted that arbi-
tration is a “private self-help remedy.” Smith v. Ameri-
can Arbitration Assn., Inc., 233 F.3d 502, 507 (7th Cir.
2000). Moreover, it reasoned, “[t]he fact that the courts
enforce [arbitration] contracts, just as they enforce
other contracts, does not convert the contracts into
state or federal action and so bring the equal protection
clause into play. . . . This is not Shelley v. Kraemer
[supra, 334 U.S. 1], or Marsh v. Alabama, 326 U.S. 501,
66 S. Ct. 276, 90 L. Ed. 265 (1946), cases in which the
enforcement of private contracts had the effect of estab-
lishing private governments exercising governmental
power under delegation from the state.” Smith v. Amer-
ican Arbitration Assn., Inc., supra, 507. Similarly, the
Eleventh Circuit Court of Appeals concluded in Davis
v. Prudential Securities, Inc., supra, 59 F.3d 1186, that
judicial enforcement of an arbitration award did not
convert the award into state action. In Davis, as in the
present case, the defendant claimed that an arbitrator’s
award of punitive damages violated the defendant’s
right to due process and that the judicial confirmation
of the award necessitated a finding of state action. Id.,
1191. In rejecting the defendant’s argument, the Elev-
enth Circuit noted that “the holding of Shelley . . . has
not been extended beyond the context of race discrimi-
nation.” Id. In fact, the court reasoned, the Supreme
Court had, since Shelley, narrowed the concept of state
action, prompting other courts addressing the identical
issue to decline to find state action based on Shelley’s
reasoning. Id., 1192.

Other courts that have directly addressed this issue
have arrived at the same conclusion. See, e.g., Cremin
v. Merrill Lynch Pierce Fenner & Smith, Inc., supra, 957
F. Sup. 1469 (court confirmation of arbitrators’ decision
was not state action); United States v. American Soci-
ety of Composers, Authors & Publishers, 708 F. Sup.
95, 96-97 (S.D.N.Y. 1989) (mere court approval of arbi-
tration was not state action); cf. Glennon v. Dean Witter
Reynolds, Inc., 1994 U.S. Dist. LEXIS 21081, *43-44
(M.D. Tenn. December 15, 1994) (question of whether
judicial confirmation constitutes state action is moot
because court will confirm only if it finds that arbitra-
tor’s award does not violate constitutional rights); Saw-
telle v. Waddell & Reed, Inc., 304 App. Div. 2d 103,
109-10, 754 N.Y.S.2d 264 (2003) (recognizing that “there
is ample authority for the proposition that a private
arbitration does not implicate due process concerns



since, where the parties have voluntarily participated in
the arbitration process, there is no state action involved,
not even in the judicial confirmation of the punitive
damage award”);*? but see Commonwealth Associates
v. Letsos, 40 F. Sup. 2d 170, 177 n.37 (S.D.N.Y. 1999)
(criticizing Davis in dicta and noting that “[w]hile the
procedures utilized in private arbitration do not consti-
tute state action . . . the application of the coercive
power of a court to confirm and enforce an arbitration
award is arguably another matter” [citation omitted]);
In re Knepp v. Credit Acceptance Corp., 229 B.R. 821,
840-41 (Bankr. N.D. Ala. 1999) (following Davis, but
criticizing opinion in dicta based on law review articles
that claim that judicial confirmation of compelled arbi-
tration can constitute state action); Birmingham News
Co. v. Horn, 2004 WL 1293993, *37 (Ala. 2004) (distin-
guishing and criticizing Davis).

None of the cases relied upon by the defendant in
arguing that the Supreme Court has repeatedly applied
Shelley’s rule converting the conduct of a private actor
into state action via judicial enforcement involves an
application of the third Edmonson factor—that is,
whether state action may be imputed to the conduct
of a private actor because the claimed injury was aggra-
vated in a unigue way by the incidents of governmental
authority. We discuss several of these cases by way of
illustration. For instance, one of the principal cases
relied upon by the defendant, New York Times v. Sulli-
van, 376 U.S. 254, 84 S. Ct. 710, 11 L. Ed. 2d 686 (1964),
did not involve any attempt to impute state action to
a private actor’s conduct. The only state action question
presented in that case was whether the Alabama courts’
application of a state rule of law violated the petitioner’s
first and fourteenth amendment rights. Id., 265.
Although a private actor had brought the civil action, the
court did not consider whether the petitioner’s action in
bringing the lawsuit constituted state action or was
converted to state action by the Alabama courts’ judg-
ment, because that issue was not presented in the case.
In other words, it was not the petitioner’s action in
bringing the suit that constituted the injury, but the
state court’s ruling in favor of him. Thus, Sullivan is
not analogous to the present case, wherein the claimed
underlying injury resulted from the conduct of a private
actor—the arbitration panel. Similarly, Cohen v. Cowles
Media Co., 501 U.S. 663, 668, 111 S. Ct. 2513, 115 L. Ed.
2d 586 (1991), which involved a private cause of action
for promissory estoppel, simply followed Sullivan in
holding that “the application of state rules of law in
state courts in a manner alleged to restrict [f]irst
[almendment freedoms constitutes ‘state action’ under
the [flourteenth [a]Jmendment.” Just as in Sullivan, in
Cohen, the issue was not presented and the court did
not address whether the conduct of a private actor was
converted into state action by the actions of the court—
the only question was whether the action of the court



itself constituted state action. The other authorities
relied upon by the defendant are also distinguishable.
In Lugar v. Edmondson Oil Co., supra, 457 U.S. 941-42,
for example, the court premised its finding of state
action, in the context of ex parte attachment of prop-
erty, on the fact that the private actor at issue in that
case acted “jointly” with the state—not on a finding
that the state authorized the private actor’'s conduct.
Two other cases relied upon by the defendant, Snia-
dach v. Family Finance Corp., 395 U.S. 337, 89 S. Ct.
1820, 23 L. Ed. 2d 349 (1969), and Fuentes v. Shevin,
407 U.S. 67, 92 S. Ct. 1983, 32 L. Ed. 2d 556 (1972),
both arose in the context of garnishment actions and
prejudgment attachments, a specific line of cases that
culminated in Lugar. Although the court did not, either
in Sniadach or in Fuentes expressly ground its finding
of state action on a “joint action” analysis, Lugar later
characterized those cases as resting exactly on that
theory in arriving at the conclusion that “whenever
officers of the [s]tate act jointly with a creditor in secur-
ing the property in dispute,” the state action require-
ment is met. Lugar v. Edmondson Oil Co., supra,
932-33.

B

The defendant next claims that the arbitration award
violates Connecticut public policy against excessive
punitive damage awards, grounded in Connecticut com-
mon law and in the constitution of the United States,
as interpreted by BMW of North America, Inc. v. Gore,
supra, 517 U.S. 559. The defendant further contends
that this policy applies equally to judicial and arbitration
awards. We disagree.

We begin with the applicable standard of review. It
is undisputed that the submission to arbitration was
voluntary and unrestricted.®® Generally, “[w]hen the par-
ties agree to arbitration and establish the authority of
the arbitrator through the terms of their submission,
the extent of our judicial review of the award is deline-
ated by the scope of the parties’ agreement.” (Internal
quotation marks omitted.) State v. New England Health
Care Employees Union, 271 Conn. 127, 134, 855 A.2d
964 (2004). “When the scope of the submission is
unrestricted, the resulting award is not subject to de
novo review even for errors of law so long as the award
conforms to the submission.” Garrity v. McCaskey, 223
Conn. 1, 4-5, 612 A.2d 742 (1992). “[W]here [however]
a party challenges a consensual arbitral award on the
ground that it violates public policy, and where that
challenge has a legitimate, colorable basis, de novo
review of the award is appropriate in order to determine
whether the award does in fact violate public policy.”
Schoonmaker v. Cummings & Lockwood of Connecti-
cut, P.C., 252 Conn. 416, 429, 747 A.2d 1017 (2000).
Because the defendant’s claim has a legitimate, color-
able basis, de novo review of the award is appropriate.



An arbitrator’s award may be vacated if it violates
clear public policy. State v. New England Health Care
Employees Union, supra, 271 Conn. 134. This rule is
an exception to the general rule restricting judicial
review of arbitral awards. Id. The exception, however,
is “narrowly construed and . . . is limited to situations
where the contract as interpreted would violate some
explicit public policy that is well defined and dominant,
and is to be ascertained by reference to the laws and
legal precedents and not from general considerations
of supposed public interests.” (Internal quotation marks
omitted.) Id., 135-36. “Our view that public policy
exceptions to arbitral authority should be narrowly con-
strued finds support in . . . United Paperworkers
International Union, AFL-CIO v. Misco, Inc., 484 U.S.
29,44,108 S. Ct. 364, 98 L. Ed. 2d 286 (1987), [where] the
United States Supreme Court concluded that a policy
against the operation of dangerous machinery by per-
sons under the influence of drugs or alcohol, while
‘firmly rooted in common sense,” did not permit a court
to set aside an arbitration award.” New Haven v.
AFSCME, Council 15, Local 530, 208 Conn. 411, 417,
544 A.2d 186 (1988). Therefore, the award must be
“clearly illegal or clearly violative of a strong public
policy.” (Emphasis added; internal quotation marks
omitted.) State v. New England Health Care Employees
Union, supra, 135. Furthermore, “[t]he party challeng-
ing the award bears the burden of proving that illegality
or conflict with public policy is clearly demonstrated.”
(Internal quotation marks omitted.) State v. AFSCME,
AFL-CIO, Council 4, Local 2663, 257 Conn. 80, 91, 777
A.2d 169 (2001).

Thus, in the face of a challenge to an arbitral award on
public policy grounds, we engage in a two step process:
First, we determine “whether an explicit, well-defined
and dominant public policy can be identified.” (Internal
guotation marks omitted.) State v. New England Health
Care Employees Union, supra, 271 Conn. 137. “If so,
[we] then [decide] if the arbitrator’s award violated the
public policy.”* (Internal quotation marks omitted.) Id.
We have been wary about vacating arbitral awards on
public policy grounds because “implicit in the stringent
and narrow confines of this exception to the rule of
deference to arbitrators’ determinations, is the notion
that the exception must not be interpreted so broadly as
to swallow the rule.” South Windsor v. South Windsor
Police Union Local 1480, Council 15, 255 Conn. 800,
815, 770 A.2d 14 (2001).

We have looked to a variety of sources in determining
whether an arbitral award violates a well-defined public
policy, and have cited, as examples of possible sources,
statutes, administrative decisions and case law. Schoon-
maker v. Cummings & Lockwood of Connecticut, P.C.,
supra, 252 Conn. 428. In those cases in which we have
vacated an arbitral award on public policy grounds, the



public policy has most commonly been grounded in
the General Statutes. Rather than requiring that public
policy be grounded on a particular type of source, how-
ever, in determining whether a party has satisfied its
burden of demonstrating the existence of a well-defined
public policy, we have instead focused our inquiry on
whether the alleged public policy is in fact clearly dis-
cernible in the purported source. Because they establish
the illegality of an act, criminal statutes often provide
a clear basis for a public policy. For example, in Groton
v. United Steelworkers of America, 254 Conn. 35, 36-37,
757 A.2d 501 (2000), we affirmed the trial court’s deci-
sion vacating an arbitration award that reinstated
employment of an employee who had been convicted
of embezzlement of his employer’s funds following a
plea of nolo contendere because the award had violated
the public policy against embezzlement found in Gen-
eral Statutes § 53a-119 (1), which criminalizes embez-
zlement by defining it as a type of larceny. The public
policy against embezzlement, we held, “encompasse[d]
the policy that an employer may not be required to
reinstate the employment of one who has been con-
victed of embezzlement of his employer's funds,
whether that conviction follows a trial, a guilty plea,
or a plea of nolo contendere.” Id., 46-47. We also found
a dominant and clearly defined public policy in State
v. AFSCME, Council 4, Local 387, AFL-CIO, 252 Conn.
467, 472-73, 747 A.2d 480 (2000), where we affirmed
the trial court’s decision to vacate an arbitration award
that had ordered the reinstatement of a correction offi-
cer who had been convicted of harassment under Gen-
eral Statutes § 53a-183 (@), for placing an anonymous,
obscene and racist telephone call to a state legislator
from a correctional facility telephone while he was on
duty because the award had violated the public policy
against harassment as expressed in the statute.

We have also found public policy clearly defined in
noncriminal statutes. For instance, in Board of Trustees
v. Federation of Technical College Teachers, 179 Conn.
184, 187, 425 A.2d 1247 (1979), we affirmed the trial
court’s decision to vacate an arbitration award that had
ordered, pursuant to provisions of a collective bar-
gaining agreement between the union and the plaintiff
board of trustees for state technical colleges, that full-
time faculty members employed by the board who
worked 171 days per year were entitled to accrue fifteen
days of sick leave per year. We concluded that the
award violated the public policy codified in General
Statutes § 5-247 (a) that those faculty members were
entitled to only twelve and one-half sick days per year.
Id., 194. In State v. New England Health Care Employ-
ees Union, supra, 271 Conn. 138, we held that General
Statutes 8§ 17a-238 (b) and (e), 17a-247b (a) and 17a-
247c (a) established a clearly defined and dominant
public policy of protecting department of mental retar-
dation clients from mistreatment, and that the policy



was not violated when an arbitrator ordered the rein-
statement of an employee who was found to have
abused a client.

Statutes have not been the exclusive source from
which we have found clear statements of public policy.
We also have looked to city charters and, on one occa-
sion, to the Rules of Professional Conduct. In Water-
bury Teachers Assn. v. Furlong, 162 Conn. 390, 423,
294 A.2d 546 (1972), we concluded that a city charter
provision provided a sufficient basis to establish a well-
defined and dominant public policy. In that case, we
affirmed the trial court’s decision to vacate an arbitra-
tion award limiting a teacher’s contribution to the retire-
ment system to 1 percent of her pay in accordance with
the union contract. Id., 425. We grounded our decision
on § 2731 of the Waterbury charter, which provided in
relevant part: “The rate of contributions to be made by
a teacher participant of the retirement system shall
be three percent of pay.” (Emphasis added; internal
guotation marks omitted.) Id., 422. We agreed with the
trial court’s conclusion that the award had violated a
clearly stated public policy. Id., 425. In Schoonmaker
v. Cummings & Lockwood of Connecticut, P.C., supra,
252 Conn. 416, we looked to the Rules of Professional
Conduct as the source for public policy. In that case,
we concluded that an arbitrator’s finding that the plain-
tiff had forfeited his right to postemployment benefits
by practicing law in violation of a noncompetition provi-
sion in a partnership agreement did not violate the
public policy of facilitating clients’ access to an attorney
of their choice embodied in rule 5.6 of the Rules of
Professional Conduct. Id., 418. In analyzing rule 5.6 to
discern the nature of the implicated policy, we focused
on “the purpose of the rule, its express language, and
the manner in which courts in other jurisdictions have
applied its restriction.” Id., 438. On the basis of that
analysis, we concluded that the purpose of the rule
was to ensure clients the freedom of counsel of their
choice. Id.

In other cases, we have found that the statute relied
upon as a ground for the alleged public policy was too
tenuously related to the subject matter to constitute a
ground for a clearly defined and dominant public policy.
For example, in State v. AFSCME, AFL-CIO, Council
4, Local 2663, supra, 257 Conn. 81-82, we concluded
that the state did not meet its burden of proving that
an arbitration award that granted overtime pay to staff
attorneys for the commission on human rights and
opportunities violated what the state claimed was a
clear public policy of prohibiting professional employ-
ees from receiving overtime compensation. In arguing
for the existence of the public policy, the state pointed
to the Federal Fair Labor Standards Act, 29 U.S.C. § 213
(a) (1), and the related state statute, General Statutes
§ 5-245 (b). State v. AFSCME, AFL-CIO, Council 4,
Local 2663, supra, 90-92. We concluded that the pur-



pose of those statutes is violated when workers are
paid less than the amount set forth therein, and that
employers do not violate the purpose of the statutes
by providing employees with greater benefits than those
required. 1d., 93-94. In another case, South Windsor v.
South Windsor Police Union Local 1480, Council 15,
supra, 255 Conn. 802, we reversed the Appellate Court’s
judgment vacating an arbitral award and disagreed that
the award, which ordered the plaintiff town to reinstate
a union member to his position as a police officer for
the town, violated “the specific public policy of a town’s
control over the fitness for duty of its police force
. . . ." (Internal quotation marks omitted.) We con-
cluded that General Statutes 88 7-274, 7-276 and 7-294d
(a) (10), or § 7-294e-16 (j) of the Regulations of Connect-
icut State Agencies, all of which establish a town’s
authority to establish a board of police commissioners
and set entry level requirements for town officers, pro-
vided a sufficient basis to establish the purported public
policy. 1d., 813-15. In analyzing the various statutes and
regulations, we concluded that they did not establish
an explicit public policy that “a town has control over
termination for fitness for duty of a police officer such
as [the officer who had been terminated].” (Emphasis
added.) Id., 819.

Thus, our case law establishes that, although we have
been willing to find a public policy grounded in a variety
of sources, the party seeking to establish the public
policy bears a heavy burden of showing the existence
of such a well-defined and dominant public policy.
Indeed, we have in the past found a clear statement of
that policy in some objectively stated form, such as a
statute, city charter or rule of professional conduct.
Although we do not decide that a statement in such a
form is always required as the predicate for the public
policy exception, we nonetheless adhere to the princi-
ple that the public policy must be “explicit, well defined
and dominant . . . .” (Internal quotation marks omit-
ted.) State v. New England Health Care Employees
Union, supra, 271 Conn. 137.

Applying these principles to the present case, we
conclude that the defendant has failed to sustain its
burden of establishing that the arbitration panel’s award
violated a clearly demonstrated Connecticut public pol-
icy against excessive damage awards. In fact, the only
statute relevant to the arbitration panel’s award of puni-
tive damages supports the opposite conclusion. The
award was based on the panel’s finding that the defen-
dant violated CUTPA, which expressly allows the award
of punitive damages, and does not, by its express terms,
provide a cap on the amount of damages awarded. See
General Statutes § 42-110g (a).”

The defendant contends that BMW of North America,
Inc. v. Gore, supra, 517 U.S. 559, establishes a public
policy against excessive punitive damage awards. In



Gore, the United States Supreme Court concluded that a
jury award of punitive damages, which, after remittitur,
was $2 million, was grossly excessive in violation of
the defendant’s right to due process. Id., 567, 574-75.
The court in Gore, however, was concerned only with
whether the due process clause of the fourteenth
amendment barred a state from imposing grossly exces-
sive punitive damages on a tortfeasor. Id., 562. There-
fore, the decision was premised on the presence of
state action, an element we have already found lacking
under the factual circumstances of the present case.
Thus, although Gore supports a finding of a public pol-
icy against the imposition of grossly excessive punitive
damages by the state, an issue we do not address in
this opinion, it cannot serve as a basis for concluding
that Connecticut has a public policy against the imposi-
tion of excessive punitive damages by a private actor,
such as an arbitration panel.'

The second source advocated by the defendant as a
ground for demonstrating a public policy against exces-
sive punitive damage awards is the state’s common law.
We have not found, however, and the defendant has
not produced, any decision or line of decisions clearly
demonstrating the existence of a well-defined and domi-
nant public policy against the imposition of excessive
punitive damages. Instead, the defendant attempts to
glean the public policy from various principles estab-
lished by our case law and court practices, such as: a
reviewing court’s authority to overturn a jury award as
excessive; see Gray v. Fanning, 73 Conn. 115, 117, 46
A. 831 (1900); a court’s power to reduce the amount
of a jury award; Practice Book § 17-3; the prohibition
against jury awards of punitive damages; Hanna v.
Sweeney, 78 Conn. 492, 494, 62 A. 785 (1906); the limita-
tion, in cases of wilful or wanton misconduct, of puni-
tive damages to attorney’s fees, to the exclusion of
traditional punitive damages; Bodner v. United Services
Automobile Assn., 222 Conn. 480, 492, 610 A.2d 1212
(1992) (citing general rule that “common law punitive
damages . . . in Connecticut are limited to the plain-
tiff’'s attorney’s fees and nontaxable costs™); and the rule
prohibiting penalty clauses in contracts, but permitting
liquidated damages clauses. Norwalk Door Closer Co.
v. Eagle Lock & Screw Co., 153 Conn. 681, 686, 220 A.2d
263 (1966).

Although all of these rules evince a generalized con-
cern with limiting damage awards, the cases and prac-
tices cited by the defendant fail to satisfy its heavy
burden of demonstrating a well-defined and dominant
public policy against excessive punitive damages. Put
another way, we simply fail to find in the combination
of general limitations on damage awards in courts, the
kind of well-defined and dominant public policy against
excessive punitive damages that would justify setting
aside a private, consensual arbitration award on the
basis of the stringent and narrow confines of the public



policy exception.”
1

In the second appeal in this case, the plaintiff con-
tends that the trial court abused its discretion in denying
its motion for prejudgment and postjudgment interest.
We disagree. The following additional facts are relevant
to our consideration of the plaintiff's claim.

At the time that the plaintiff applied for confirmation
of the arbitration award, it also requested prejudgment
interest pursuant to General Statutes § 37-3a.® The trial
court confirmed the arbitration award, but did not rule
on the plaintiff's request for prejudgment interest. Sub-
sequently, the plaintiff filed a motion seeking both pre-
judgment interest pursuant to § 37-3a and postjudgment
interest pursuant to General Statutes §§ 37-3a and 52-
421 (b).” In a later ruling, the court denied the plaintiff’s
motion for prejudgment and postjudgment interest on
the ground that the defendant’s arguments in support
of its motion to vacate the arbitration award were not
frivolous. Subsequently, the court denied the plaintiff's
motion to open the judgment with respect to postjudg-
ment interest.

The plaintiff argues that, because the purpose of arbi-
tration is to provide speedy resolution of disputes, the
deference generally accorded to a trial court’s determi-
nation regarding prejudgment and postjudgment inter-
est should not be adhered to in the context of an
arbitration award. We disagree.

The decision of whether to grant interest under 8§ 37-
3ais “primarily an equitable determination and a matter
lying within the discretion of the trial court.” (Internal
guotation marks omitted.) O’Hara v. State, 218 Conn.
628, 643, 590 A.2d 948 (1991). “In determining whether
the trial court has abused its discretion, we must make
every reasonable presumption in favor of the correct-
ness of its action. . . . The court’'s determination
regarding the award of interest should be made in view
of the demands of justice rather than through the appli-
cation of any arbitrary rule. . . . Whether interest may
be awarded depends on whether the money involved
is payable . . . and whether the detention of the
money is or is not wrongful under the circumstances.”
(Citation omitted; internal quotation marks omitted.)
Bower v. D'Onfro, 45 Conn. App. 543, 550-51, 696 A.2d
1285 (1997).

The trial court cited as its primary reason for denying
the plaintiff's motion for interest pursuant to 8§ 37-3a
that the defendant had not wrongfully withheld the
money because its arguments in opposition to the appli-
cation to confirm the award and in support of its motion
to vacate the award were not frivolous. This was an
appropriate equitable consideration within the discre-
tion of the trial court. The trial court’s decision, there-
fore, was not an abuse of discretion.



The judgment is affirmed.

In this opinion SULLIVAN, C. J., and KATZ, PALMER

and VERTEFEUILLE, Js., concurred.

YIn the first case, SC 17117, the defendant, MemberWorks, Inc., appealed
from the judgment of the trial court to the Appellate Court. In the second
case, SC 17116, the plaintiff, MedValUSA Health Programs, Inc., appealed
from the judgment of the trial court to the Appellate Court. We transferred
both appeals to this court pursuant to Practice Book § 65-1 and General
Statutes § 51-199 (c).

2The “start date” is defined in the parties’ contract as “the date that all
fulfillment materials and services are readily available so that [the plaintiff]
can commence its business operations hereunder.”

¢ Although network 1 included a hospital network, network 2 did not.

4 The term “fulfillment materials” refers to the membership cards and
booklets that would have been made available to the plaintiff's customers.

’ General Statutes § 42-110g (a) provides in relevant part: “The court may,
in its discretion, award punitive damages and may provide such equitable
relief as it deems necessary or proper.”

® General Statutes § 52-417 authorizes such a motion and provides in
relevant part: “At any time within one year after an award has been rendered
and the parties to the arbitration notified thereof, any party to the arbitration
may make application to the superior court for the judicial district in which
one of the parties resides or, in a controversy concerning land, for the
judicial district in which the land is situated or, when the court is not in
session, to any judge thereof, for an order confirming the award. . . .”

General Statutes § 52-421 (b) establishes the effect of confirmation of an
arbitration award, providing: “The judgment or decree confirming, modifying
or correcting an award shall be docketed as if it were rendered in a civil
action. The judgment or decree so entered shall have the same force and
effect in all respects as, and be subject to all the provisions of law relating
to, a judgment or decree in a civil action; and it may be enforced as if it
had been rendered in a civil action in the court in which it is entered. When
the award requires the performance of any other act than the payment of
money, the court or judge entering the judgment or decree may direct the
enforcement thereof in the manner provided by law for the enforcement of
equitable decrees.”

" The plaintiff argues that these claims are not properly before this court
because the defendant failed to argue to the arbitration panel that the failure
to award compensatory damages should place a limit on the amount of
punitive damages that the panel could award. Regarding the defendant’s
public policy claim, however, we have already stated, in Schoonmaker v.
Cummings & Lockwood of Connecticut, P.C., 252 Conn. 416, 430, 747 A.2d
1017 (2000), that “often the question of whether [an] award [violates public
policy] will not arise until after the award has been rendered. . . . Thus,
in such a case, there would be no reason to defer to the arbitrator regarding a
question that might not have been considered in the arbitration proceeding.”
(Citations omitted.) As for the defendant’s due process claim, because it is
premised upon judicial confirmation of the arbitration award, the defendant
could not have presented this claim to the arbitration panel. Therefore, both
claims are properly before this court.

8 Shelley actually involved two separate cases, the second of which
involved facts that were not materially distinct from the first case. Shelley
v. Kraemer, supra, 334 U.S. 6. For ease of reference, we set forth only the
facts of the first case.

°S. Saxer, “Shelley v. Kraemer’s Fiftieth Anniversary: ‘A Time for Keeping;
a Time for Throwing Away?’ ” 47 U. Kan. L. Rev. 61, 83 (1998) (noting that
“Shelley has been celebrated as an expansion of the state action doctrine
which allows private discrimination to be restricted by constitutional
norms™); L. Henkin, “Shelley v. Kraemer: Notes for a Revised Opinion,” 110
U. Pa. L. Rev. 473 (1962) (noting that Shelley was “hailed as the promise
of another new deal for the individual).

103, Saxer, “Shelley v. Kraemer's Fiftieth Anniversary: ‘A Time for Keeping;
a Time for Throwing Away?’ ” 47 U. Kan. L. Rev. 61, 83-84 (1998) (noting
that Shelley’s expansion of state action doctrine has been criticized because
of its potential to convert all private action to state action); see also P.
Kurland, “The Supreme Court 1963 Term—Foreword: Equal in Origin and
Equal in Title to the Legislative and Executive Branches of the Government,”
78 Harv. L. Rev. 143, 148 (1964) (referring to Shelley as “constitutional law’s
Einneaan’s Wake”Y' | Graalia “State Action: Constitutional Phoenix ” 67



Wash. U. L.Q. 777, 788 (1989) (describing reasoning in Shelley as “discon-
certing because it illustrates with stark clarity both the [c]ourt’s belief and the
truth that it is exempt from any requirement that its opinions make sense”).

Moreover, Shelley’s critics worry about the consequences should Shelley’s
reasoning be extended. For example, Professor Lawrence Tribe has opined
that Shelley’s reasoning, if “consistently applied, would require individuals
to conform their private agreements to constitutional standards whenever,
as almost always, the individuals might later seek the security of potential
judicial enforcement.” L. Tribe, supra, 1697. One author proposes the follow-
ing hypothetical: “[N]eighbors, in the absence of zoning regulations, could
not stop the operation of an adult bookstore or a nude dancing establishment
in their community either through the use of private covenants or nuisance
law because such activities would be protected by the [f]irst [a]mendment.”
S. Saxer, supra, 47 U. Kan. L. Rev. 65. Another commentator indicates that
the flaw of Shelley is that it is grounded on a fundamentally paradoxical
principle: “that the state may properly be charged with . . . discrimination
when it does no more than give effect to an agreement that the individual
involved is, by hypothesis, entirely free to make.” L. Henkin, “Shelley v.
Kraemer: Notes for a Revised Opinion,” 110 U. Pa. L. Rev. 473, 476 (1962).
Finally, one author, in commenting on the expansive nature of Shelley’s
conception of state action, notes that “every action engaged in by a private
person is either compelled, prohibited, or permitted, i.e., authorized, by the
legal system within which that person lives.” (Emphasis added.) G.
Buchanan, “A Conceptual History of the State Action Doctrine: The Search
for Governmental Responsibility (Part 11),” 34 Hous. L. Rev. 665, 724 (1997).

1 See, e.g., Cuyahoga Falls v. Buckeye Community Hope Foundation,
538 U.S. 188, 196, 123 S. Ct. 1389, 155 L. Ed. 2d 349 (2003); United States
v. Morrison, 529 U.S. 598, 621, 120 S. Ct. 1740, 146 L. Ed. 2d 658 (2000);
American Manufacturers Mutual Ins. Co. v. Sullivan, 526 U.S. 40, 50, 119
S. Ct. 977, 143 L. Ed. 2d 130 (1999).

2 Sawtelle, while recognizing that the weight of authority supports the
conclusion that judicial confirmation of an arbitrator’s award does not con-
stitute state action, concluded that BMW of North America, Inc. v. Gore,
supra, 517 U.S. 559, was nevertheless applicable to a challenge to such an
award, because Gore “provides a guide for determining whether such an
award is irrational.” Sawtelle v. Waddell & Reed, Inc., supra, 304 App.
Div. 110.

8 The arbitration clause of the parties’ contract provides: “With the excep-
tion of seeking injunctive or other relief for violation of Confidential Informa-
tion of a party pursuant to Section C above, any dispute arising [out] of or
relating to this Agreement, including any issues relating to arbitrability or
the scope of this arbitration clause, will be finally settled by arbitration in
. . . accordance with the rules of the American Arbitration Association and
the United States Arbitration Act and judgment upon the award rendered
by the arbitrator(s) may be entered by any court with jurisdiction. The
arbitration will be held in the Stamford, CT metropolitan area.”

“The dissent’s argument, that our decision upholding the arbitrator’s
award violates the clearly defined public policy favoring arbitration, cannot
survive this second prong of the public policy inquiry. Rather than demon-
strate a violation of the public policy at issue, the dissent offers the following
speculation: in light of our decision, parties will opt not to include arbitration
clauses in their contracts. The dissent offers no evidence in support of this
prediction and does not consider the more likely alternative—that is, that
parties who are concerned about such a result will, instead, opt to include in
arbitration clauses language that either caps or precludes punitive damages
altogether, or subjects an arbitral punitive damages award to judicial review.

To put the point more generally, the dissent’s argument is premised on
the notion that parties engaged in negotiation over contract language will
decide not to include an arbitration clause at all, because of the possibility
that, in the event of a breach, the arbitration panel will render an excessive
punitive damages award that a court will not be able to overturn on the
basis of the public policy exception to the generally limited scope of judicial
review of such awards. This assumption is wholly speculative. As we have
stated, parties who are negotiating over contractual terms—including
whether to incorporate an arbitration clause—will be able to negotiate over
the terms of that clause as well. There is absolutely no reason to assume
that, if they want to include an arbitration clause in their contract, they will
find it impossible to negotiate whatever limits they deem appropriate on
the scope of the arbitrators’ powers, and of judicial review of the exercise
of those powers, including the potential for an excessive award of puni-



tive damages.

Moreover, we believe it relevant that the astronomical awards envisaged
by the dissent, although theoretically possible, are very unlikely. Simply
because we can conceive of an arbitration award of the magnitude hypothe-
sized by the dissent, does not mean that such an award is likely to occur.
We ought not to make rules of law based on unrealistic hypotheses.

Thus, the fact that the dissent’s entire public policy argument rests on
speculative consequences makes evident that it fails to “ ‘clearly [demon-
strate]’ " aviolation of the public policy. State v. AFSCME, AFL-CI0, Council
4, Local 2663, 257 Conn. 80, 91, 777 A.2d 169 (2001). Specifically, we have
stated that “[t]he public policy exception applies only when the award is
clearly illegal or clearly violative of a strong public policy.” (Emphasis
added; internal quotation marks omitted.) State v. New England Health
Care Employees Union, District 1199, AFL-CIO, 265 Conn. 771, 783, 830
A.2d 729 (2003). We have never found a clear violation of a public policy
premised on a purely speculative result and decline to do so now.

%% The defendant argues that the absence of a limit on punitive damages
awards in CUTPA must be read against the backdrop of the public policy
established by the common law of this state against excessive punitive
damage awards. Because we conclude that our case law does not establish
a well-defined and dominant public policy against such awards, we reject
this contention.

Moreover, we disagree with the dissent that, based on previous court
awards pursuant to § 42-110g (a), we should infer that this is an implied
limit on punitive damages awarded under CUTPA. Even if we were to agree
that such a limit might be inferred in a case involving a judicial action based
upon CUTPA, a question we do not reach, such an inference would be
insufficient to support a clear, well-defined and dominant public policy
against the imposition of excessive punitive damages in a private, consensual
arbitration proceeding. The mere fact that the dissent must rely on the past
practices of the trial court to infer such an implied limit on the punitive
damages provision of CUTPA, at the same time that it recognizes that other
statutes expressly provide for limits on punitive damages, supports our
conclusion that our precedents are insufficient to establish a clear, well-
defined and dominant public policy against excessive punitive damages. Put
another way, it is counterintuitive to suggest that there is a clear, well-
defined and dominant public policy that may be identified only by inference
from a small sample of trial court cases and other precedents that neither
expressly state nor clearly imply that they rest on such a policy.

This does not mean, and we do not decide, that any arbitral award of
punitive damages, no matter how grossly excessive, is insulated from judicial
review. We can conceive that there may be such a grossly excessive award
that the court would be justified in vacating it on the basis of the arbitrators’
evident partiality; see General Statutes § 52-418 (a) (2); or manifest disregard
of the law. The defendant does not claim on appeal, however, that this
award fits either of those criteria.

We also disagree with the dissent that our decision necessarily means
that an excessive compensatory damage award will be unreviewable under
the public policy exception. That is a question that has not been presented,
briefed or argued before us.

% The dissent contends that, regardless of Gore's application solely to
state action, we should infer from that case a clear and well-defined, domi-
nant public policy against excessive punitive damages in general, and con-
clude that the award in the present case violates that public policy. Although
we agree with the dissent that the constitution may be a source of public
policy in an appropriate case, we disagree with the application of Gore for
that purpose in the present case. Were we to draw such an inference, we
would render meaningless Gore’s own stated limitation of its application to
state actors by circumventing the state action requirement. Moreover, the
same reasoning employed by the dissent would be applicable to other due
process protections as well, including procedural due process, thus paving
the way for constitutionalizing a wide variety of private conduct through
public policy analysis. We decline to countenance this indirect imposition
of constitutional norms on private actors.

7 Thus, we disagree with the dissent that the rule, originating in Hanna
v. Sweeney, supra, 78 Conn. 494, limiting punitive damages at common law
to attorney’s fees and the costs of litigation is sufficient to establish a clear,
well-defined and dominant public policy against excessive punitive damages
generally. To reiterate what we stated previously, it is counterintuitive to
suggest that there is a clear, well established and dominant public policy



that may only be identified by inference and implication from common-law
precedents that neither expressly state nor clearly imply that they are based
on such a policy.

8 General Statutes § 37-3a (a) provides in relevant part: “Except as pro-
vided in sections 37-3b, 37-3c and 52-192a, interest at the rate of ten per
cent a year, and no more, may be recovered and allowed in civil actions or
arbitration proceedings under chapter 909, including actions to recover
money loaned at a greater rate, as damages for the detention of money after
it becomes payable. . . .”

9 See footnote 6 of this opinion.



