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SUMMARY

The Indiana Court of Appeals affirmed an order compelling arbitration in a dispute between
homeowners and their builder concerning alleged construction defects. The court held that the
homeowners’ claims arose under a limited warranty agreement containing mandatory arbitration
language, rather than solely under a construction agreement with an optional arbitration provision. The
court also held that the builder did not waive arbitration through its litigation conduct and that
prejudice was irrelevant to the waiver analysis under Indiana law.
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QUESTIONS PRESENTED

1. Whether the Rechliczes' construction-defect and failure-to-cure claims were subject to the mandatory
arbitration provision in the limited warranty agreement.

2. Whether Price Point waived its contractual right to compel arbitration by delaying its motion and
participating in litigation.

3. Whether prejudice to the opposing party is relevant to waiver of the right to compel arbitration under
Indiana law.

4. Whether Price Point waived arbitration by failing to plead arbitration as an affirmative defense or by
filing a third-party complaint against a subcontractor.

HOLDINGS

1. The Rechliczes' claims arose under the limited warranty agreement, whose unambiguous language
required that warranty claims be resolved by arbitration. The construction agreement's optional-
arbitration provision and reasonable-time requirement did not govern those claims.

2. Prejudice or detrimental reliance is not required and is irrelevant to determining whether a party waived
its contractual right to compel arbitration under Indiana law.

3. Price Point did not waive its right to compel arbitration by waiting fourteen months, participating in
case-management and discovery matters, failing to plead arbitration as an affirmative defense, or filing a
third-party complaint against a nonparty to the arbitration agreement.

KEY QUOTATIONS

“The language of the agreement is unambiguous and clearly evinces the parties’ intent to submit disputes . . .
to binding arbitration.” (10)

“Neither prejudice nor detrimental reliance is a part of that equation.” (13-15)

“Indiana’s appellate courts have found waiver only in the most blatant of circumstances” (16)

“the right to compel arbitration is not in the nature of an affirmative defense and need not be asserted in a
defendant’s answer.” (19)

“The filing of counterclaims and cross-claims does not always indicate active participation in litigation.”
(20)

FACTUAL BACKGROUND

Joseph and Melissa Rechlicz entered into a construction agreement and later a limited warranty agreement with
Price Point Builders for construction of a single-family home. The construction agreement made arbitration
available at the option of either party and required invocation within a reasonable time, while the limited
warranty agreement required that warranty disputes shall be resolved by arbitration and imposed no express time
limit. After discovering alleged workmanship problems and construction defects, the Rechliczes sued Price



Point. Price Point participated in some litigation activity but moved to compel arbitration fourteen months after
the complaint was filed.

PROCEDURAL HISTORY

The Rechliczes sued Price Point in the Lake Superior Court alleging defects in the construction of their home.
Fourteen months after the complaint was filed, Price Point moved to compel arbitration. The trial court granted
the motion, the Rechliczes moved to correct error, and the trial court denied that motion. The Indiana Court of
Appeals accepted the interlocutory appeal and affirmed.
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