Terminal Properties, LLC v. 54 Chevy, LLC Doc. 15

UNITED STATESDISTRICT COURT
NORTHERN DISTRICT OF OHIO
EASTERN DIVISION

TERMINAL PROPERTIES, LLC ) CASE NO. 1:19CV1238

)
Plaintiff, ) JUDGE CHRISTOPHER A. BOYKO

)
VS. )
)

54 CHEVY, LLC, ) OPINION AND ORDER
)
Defendant. )

CHRISTOPHER A. BOYKO, J.:

This matter is before the Court on DefendaMtstion to Compel Arbitration and Stay or
Dismiss Plaintiff's Complaint. (ECF #5)For the following reasons, the CoGRANTS
Defendant’s Motion to Qopel Arbitration andRDERS Plaintiff to arbitrate its claims against
Defendant an&TAY S Plaintiff's Complaint until suclarbitration is complete.

On July 8, 2014, Plaintiff, Terminal Prapies, LLC, (“Terminal”), and Defendant, 54
Chevy, LLC, (54 Chevy”), entered into arcéess and Utility Easement Agreement (“Access
Agreement”). This agreement was to ensbet 54 Chevy had a reasonable means of ingress
and egress to the property 54 Chevy maintained pdietitioning the part ots lot with access to

Chevrolet Boulevard to Terminal on Febmp27, 2014. (ECF #1 at PagelD 1-3).
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Part of the Access Agreement includedtirens for constructing a driveway entirely
within the Access Easement Area. (ECF #1-RagelD 12-14). Section 3.4 of the Access
Agreement requires Terminal to provide adisthe contractors engaged by Terminal and the
plans for the Driveway Installation Work to 54 Chevy before commencing the Driveway
Installation Work. (ECF #1-1 &agelD 12-13). Section 3.5 oktlAccess Agreement states that
the Driveway Installation Work shall not be commenced until 54 Chevy “has received and
approved the Plans and the caotror contracts for the Drivay Installation Work, including
the scope of work and pricing@utained therein.” (ECF #1-1 BagelD 13). Section 5 of the
Access Agreement provided that 54 Chevy woulddsponsible for payment of the Driveway
Installation Work. (ECF1-1 at PagelD 15).

On July 23, 2015, Terminal’s counsel sentipmglary drawings to 54 Chevy’s counsel.
(ECF #1-3 at PagelD 41). Later that day, 5€@Gts counsel responded by agreeing to the plans
but specifically objecting to thericing of Terminal’s proposedatract, stating “it's our position
that we are obligated only for $150,000 of the \@way’ cost.” (ECF #1-3 at PagelD 42).
Some time later, despite 54 Chevy’s objectiothopricing and without its approval, Terminal
proceeded with a contract with Independence Excavating (“Independence”) for the Driveway
Installation Work at a cost &690,000. (ECF #1 at PagelD 3).

Terminal and 54 Chevy also included an arbitration provision in the Access Agreement at
Section 8.4. (ECF #1-1 PagelD 18)he arbitration povision reads:

8.4 In the event of a dispuamong the Parties as to the

necessity of repairs or maintenance or the reasonable costs thereof
or as to any matter arising with respect to the Easement Areas, then
the same shall be submittedatdoitration under the rules and
regulations of the American Bitration Association. ... The

decision of the arbitrator(s) alhbe final and binding upon the

Parties ... [and] shall be ent®&d in any court of competent
jurisdiction. ... To the fullest ext¢ permitted by law, the Parties
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irrevocably submit to the jurisdiction of such forum and waive any
objections as to either of tharisdiction of the forum. ... The
arbitrator(s) will have full poweand authority to resolve any
guestion of law, whether applying it to the admission of evidence
or otherwise, in the same man@s could a judge of the Common
Pleas Court of Cuyahoga County, Ohio.

On May 30, 2019, Terminal filed a Complaint agi54 Chevy in the U.S. District Court
for the Northern District of Ohio, Eastevision for Breach of Contract and Unjust
Enrichment. (ECF #1). Terminal demandedrg jual and sought payemt for the Driveway
Installation Work completed by Indepemde. (ECF #1 at PagelD 7).

On July 31, 2019, 54 Chevy filed the instanttMpo to Dismiss and Compel Arbitration.
(ECF #5). In its Motion, 54 Chevy alleges thadnid Terminal are bound &bitrate tleir issues
by the arbitration provision covering “any mattdated to the Access Easement Area” that both
parties agree is included in a valid and bindinggament. (ECF #5; ECF #7). In addition to
compelling arbitration, 54 Chevy moves to dissni erminal’'s Complaint under Fed. R. Civ. P.
12(b)(6).

On August 14, 2019, Terminal filed its Opposition to 54 Chevy’s Motion to Dismiss and
Compel Arbitration. (ECF #7). lits response, Terminal allegiést the arbitration provision in
the Access Agreement should be interpretedlaaiow in scope and therefore only covers
matters arising out of mainter@nor repairs to the Access Easatrea. (ECF #7). As such,
Terminal argues, 54 Chevy’s non-payment for pg\services is outsida the arbitration
provision and Terminal’s Complaint shouldust in Federal Court. (ECF #7).

On August 23, 2019, 54 Chevy filed its RepiySupport of its Motion to Dismiss and
Compel Arbitration in response to TerminaDpposition. (ECF #9). In its Reply, 54 Chevy

notes that Terminal did not cite Sixth Gircprecedent in its @position and provides the
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appropriate Sixth Circuit precedenregarding the interpretation tife arbitration clause. (ECF
#9 at PagelD 100-102).

LAW AND ANALYSIS

The Court compels arbitration of Terminatlsims against 54 Chevy pursuant to the
Federal Arbitration Act (“FAA”and relevant precedent. Seat2 of the FAA provides that
written provisions to settleontroversies by arbitration shibk “valid, irrevocable, and
enforceable.” 9 U.S.C. § 2. The FAA estdindis a federal policy favoring arbitration that
requires courts to “rigorously enfie agreements to arbitrateShearson/American Express v.
McMahon 482 U.S. 220, 226 (1987).

Section 3 provides that a couriasihon application obne of the partiesstay the trial of
the action until such arbitration has been haaceordance with the teemof the agreement,”
provided that the court is “satisfied that the issue involvdthe] suit ... is referable to
arbitration under [the] agreement.” 9 U.S.C. 883dispute is “arbitrable” if there is a “valid
agreement to arbitrate” and the “specific digpiatls within the substantive scope of that
agreement.”Javitch v. First Union Sec., Inc315 F.3d 619, 624 (6th Cir. 2003). A court “must
engage in a limited review to detena whether dispute is arbitrableld. According to the
Supreme Court, “the Arbitratn Act establishes that, as atteaof federal law, any doubts
concerning the scope of arbitrable issues should be resolved in favor of arbitration, [including
when] the problem at hand is the condiiarcof the contract language itselfiVioses H. Cone
Mem’l Hosp. v. Mercury Constr. Corpl60 U.S. 1, 24-25 (1983).

Section 4 of the FAA provides that “a partygagved by the alleged failure, neglect, or

refusal of another to arbitrateder a written agreement” may pietn any federal district court,



which would otherwise have jurisdiction over the uhdeg matter, “for an order directing that
such arbitration proceed in the manner providedn such agreement.” 9 U.S.C. § 4.

i Compelling Arbitration

Defendant 54 Chevy argues that the arbraprovision is valid and that Terminal’s
claims are within its scope. (ECF #5 at RBg&3). Terminal does not dispute that the
arbitration provision is valid, but slbutes that its claims are wiitithe scope of the arbitration
provision. (ECF #7 at PagelD 78n deciding whether to orderbitration, the Court considers
four issues: (1) whetherdtparties agreed to attate; (2) the scope of the arbitration agreement;
(3) if federal claims are asserted, whether Cesgjintended arbitrath to govern the claims;
and (4) whether to stay the remaindethaf proceedings pending arbitratiddtout 228 F.3d at
714.

Regarding issue (1), the parties do not disthaethey agreed to arbitrate in their valid
and binding Access Agreement. Further, theranarfederal claims asserted by Terminal in its
Complaint so issue (3) is not considered. (ECF #he analysis that remains for the Court is to
determine whether claims for non-paymenttf@ paving of the Access Easement Area fall
within the scope of the arbitration provisiohthe Access Agreement (issue (2)), and if so,
whether the Court should stay or dissithe proceedings (issue (4)).

a. Scope of the Arbitration Provisiqissue (2))

The Federal Arbitration Act establisheslzelial policy favoring ditration agreements
and “any doubts regardinghairability should be resolved in favof arbitration oer litigation.”
Uszak v. AT&T In¢.2015 WL 13037500 at *3 (N.D. Ohio Oct. 6, 2015). Thus, any ambiguities
in the contract language or doubssto the parties’ tentions should be resolved in favor of

arbitration. See Moses H. Cone Mem. Hogl0 U.S. at 24-25.



The arbitration provision ithe valid and binding Accegggreement between Terminal
and 54 Chevy provides that, “In the event of gpdie among the Parties as to the necessity of
repairs or maintenance or the reasonable costsaher as to any matter arising with respect to
the Easement Areas, then the same shall be #ebno arbitration.” (EF #1-1 at PagelD 18, §
8.4).

Terminal contends that the mention of “a@s or maintenance or the reasonable costs
thereof” limits the rest of the arbitrationgwision to any matter arising out of repairs or
maintenance and cites a number of Second Cicasiés supporting its raad of the arbitration
provision as narrow in scope. (ECF #7 at Page8-79). Defendant 5€@hevy argues that the
phrase “any matter arising with respect to thedasent Areas” means the arbitration provision is
broad and that any matter arising in relatiothe Easement Areas shall be submitted to
arbitration. (ECF #9 at PagelD 100-101).

The Sixth Circuit has held that arbiti@ii provisions with language including “any

claim,” “any matter,” or “arisingput of” are broad in scopesee Cincinnati Gas and Elec. Co. v.
Benjamin F. Shaw Cp706 F.2d 155, 160 (6th Cir. 1983)nding an arbitration provision
covering “all controversies i@ing under the agreemert be broad in scopeyyatson Wyatt &
Co. v. SBC Holdings, Inc515 F.3d 646, 649-50 (6th Cir. 20q8nhding an arhiration clause
was broad when it covered “any dispute orrolarising from or in connection with this
agreement or the services provided....”).

Here, the arbitration provision eers “dispute[s] among the Parti&stothe necessity of
repairs or maintenance or the reasonable costs th@rasftoany matter arising with respect to

the Easement Areas.” (ECF #1-1 at PagelD 18pfeasis added). Read as such, the arbitration

provision covers: (1) disputes about the necesditgpairs or maintenance or the reasonable



costs thereof, or (2) disputes as to any maittising with respect to the Easement Areas. The
inclusion of the phrase “any matter arising witlspect to the Easement Areas” supports 54
Chevy'’s reading of the arbitrati provision as broad in scop8ee Cincinnati Gag06 F.2d at
160; Watson Wyatt & C9515 F.3d at 649-650. The Courads this provision broadly.

Terminal alternatively argues that the languafjthe arbitration provision is ambiguous
and should be construed against 54 Chevy as #itedof the agreement. (ECF #7 at PagelD
81). Terminal cites the principthat ambiguous contract langua@uld be construed “against
the interest of the party thdtafted [the contract].’"Mastrobuono v. Shearson Lehman Hutton,
Inc., 514 U.S. 52, 62 (1995). With respect to arhitraclauses specificgl] Terminal cites the
Sixth Circuit holding that “in cse of ambiguity and uncertaindpout arbitration clauses’
meaning, they should be constlusgainst the [drafters].Drazdik v. Kidder, Peabody & Co.,
Inc., 1987 WL 37866 at *2 (6th Cir. 1987).

Since there is narrow and broad language acugtd Terminal, the arbitration clause is
ambiguous and should be construed against theegttef 54 Chevy, who Terminal asserts is the
drafter of the agreement. (ECF #7 at Pag&lld Interpreting thelause against 54 Chevy
would be construing it as nawadn scope, which would excludbe dispute at hand from
arbitration.

Nothing in the Access Agreement or the Ctai identifies 54 Chevy as the drafter of
the Access Agreement. (ECF #9 at PagelD 102)ts response, 54 Chevy cites a recent Sixth
Circuit holding that “any ambiguities in the contractdoubts as to the parties’ intentions should
be resolved in favor of arbitrationReo v. Palmer Admin. Serv.70 F. App’x. 746, 747 (6th
Cir. 2019) (citingStout 228 F.3d at 714). In following Weestablished Sixth Circuit and

Supreme Court precedent, the Court readsuthigration provision irthe Access Agreement



between Terminal and 54 Chevy as broad in scope, thus including the claims for Breach of
Contract for payment for the paving of the A&&msement Area and Unjust Enrichment by use
of the Access Easement Area. As suchQbert compels arbitrain of the dispute.

b. Whether to Stay or Dismiss Proceediligsue (4))

Section 3 of the FAA mandates that a coway $he proceedings of a claim provided that
the court is “satisfied that thesue involved in [the] suit ... isferable to arbitration under [the]
agreement.” 9 U.S.C. 8§ 3. As demonstrated apderminal’s claims are within the scope of
the arbitration provision in the valid and erdeable Access Agreement between Terminal and
54 Chevy. Following the command from Congnies8 3, the Court stays Terminal’s claims
until arbitration is complete.

CONCLUSION

For the foregoing reasons, the Court fitttls arbitration provision in the valid and
binding Access Agreement between Terminal ahdhevy broad in scope. Because of its
breadth, it encompasses both Terminal’'s Breacbooitract and Unjust Erthment claims since
both relate to “any matter arising with respedti® Easement Areas.” (ECF #1-1 at PagelD
18). Accordingly, the CouBTAY S proceedings in accordance with the Federal Arbitration Act
andORDERS the parties to proceed to arbitration.eTdase is removed from the active docket.

IT ISSO ORDERED.

DATED: October 29, 2019

g/Christopher A. Boyko
CHRISTOPHER A. BOYKO
United States District Judge




