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SUMMARY

The North Carolina Business Court considers Winthrop Intelligence LL.C’s motion to compel

arbitration of counterclaims and crossclaims involving alleged breaches of operating agreements and

the expulsion of Redwood WI Holdings LLC. The court grants the motion as to Redwood WI

Holdings, concluding that the operating agreements facially contain arbitration provisions

incorporating the AAA Commercial Rules and clearly delegate substantive arbitrability to the

arbitrator. The court declines to compel arbitration as to the Estate of Drue A. Moore and the Redwood

Trust because they were not parties to the operating agreements and no applicable exception was

established.
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Winthrop Intelligence LLC moved under North Carolina arbitration
law to compel arbitration of its counterclaims and crossclaims for
breach of operating agreement and expulsion against Redwood WI
Holdings, the Redwood Trust, and the Estate of Drue Moore.

On a motion to compel arbitration under N.C. Gen. Stat. § 1-569.7, the
court proceeds summarily to determine whether an enforceable
agreement to arbitrate exists; where arbitrability has been clearly and
unmistakably delegated, substantive arbitrability is for the arbitrator,
while the court initially determines whether a nonparty is bound by the

arbitration agreement.
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QUESTIONS PRESENTED

1. Whether the operating agreements contained a valid facial agreement to arbitrate and clearly and
unmistakably delegated substantive arbitrability to the arbitrator as between Winthrop and Redwood WI
Holdings.

2. Whether the court or the arbitrator had to decide initially whether the Estate and Redwood Trust, as

alleged non-signatories, were bound by the operating agreements' arbitration provisions.

3. Whether the Estate and Redwood Trust were bound to arbitrate under delegation, alter-ego or veil-

piercing, or acceptance-of-benefits estoppel theories.

HOLDINGS

1. The operating agreements facially established an agreement to arbitrate between Winthrop and Redwood
WI Holdings, and incorporation of the AAA Commercial Rules clearly and unmistakably delegated
substantive arbitrability issues to the arbitrator. The court therefore compelled arbitration of Winthrop's

claims against Redwood WI Holdings for breach of operating agreement and expulsion.

2. A court, not an arbitrator, must initially decide whether a nonparty is bound by or may invoke a

purported arbitration agreement, notwithstanding a delegation provision.

3. Winthrop failed to establish an agreement to arbitrate between itself and either the Estate or Redwood
Trust. Delegation, alter-ego or veil-piercing, and acceptance-of-benefits estoppel theories did not bind

those entities to the operating agreements.

KEY QUOTATIONS

“Unless the parties clearly and unmistakably provide otherwise, the question of whether the parties agreed to

arbitrate is to be decided by the court, not the arbitrator.” (Y 42)

“Where the parties expressly incorporate the AAA Commercial Rules, or a similar set of arbitration rules that
provide for the arbitrator’s resolution of substantive arbitrability issues, this constitutes a “clear[] and

unmistakabl[e]” sign that the parties intended to delegate substantive arbitrability to the arbitrator.” (9 44)

“a court, not an arbitrator . . . must initially decide whether a nonparty is bound by or has recourse under a
putative arbitration agreement, regardless of any delegation provision therein.” (9 55)

“Generally, a non-party is not bound by a contract to which it is not a party.” (Y 56)

FACTUAL BACKGROUND



Winthrop Intelligence LLC's 2020 and 2024 operating agreements contained arbitration provisions incorporating
the American Arbitration Association Commercial Rules. Redwood WI Holdings was identified as a party to the
operating agreements, but neither the Redwood Trust nor the Estate of Drue Moore was identified as a party.
Winthrop alleged misconduct and sought arbitration of claims for breach of operating agreement and expulsion,
but the court found that Winthrop had not shown that the Estate or Redwood Trust was bound by the agreements
or that alter-ego, delegation, or estoppel theories applied.

PROCEDURAL HISTORY

Winthrop initially sought arbitration of claims against the plaintiffs, but that earlier motion was denied for lack
of supporting evidence. Winthrop later asserted counterclaims and crossclaims, amended them, and moved to
compel arbitration of the reasserted breach-of-operating-agreement and expulsion claims. The parties stipulated
that the motion would be treated as timely as to the corresponding amended claims. The court granted arbitration

as to Redwood WI Holdings, denied it as to the Estate and Redwood Trust, and stayed the referred proceedings.
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