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SUMMARY

The Alabama Supreme Court reviewed orders concerning motions to compel arbitration in a dispute
involving variable-rate demand notes, interest-rate swaps, and related financing agreements. Applying
New York law, the court held that broad arbitration clauses in the credit agreements covered disputes
concerning the ISDA master agreement and swap transactions, and that the ISDA agreement’s merger,
forum-selection, and jury-waiver provisions did not preclude arbitration. The court reversed and
remanded the trial court’s order.
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QUESTIONS PRESENTED

1. Whether the broad arbitration clauses in the credit agreements covered BCSS's claims concerning the
ISDA master agreement and the 2007 interest-rate-swap agreement.

2. Whether the ISDA master agreement's merger clause prevented application of the credit agreements'
arbitration clauses to disputes involving the swaps.

3. Whether the ISDA master agreement's forum-selection clause or jury-trial waiver demonstrated that the
parties intended to litigate swap-related disputes in court rather than arbitrate them.

HOLDINGS

1. The arbitration clauses in the credit agreements were broad enough to cover BCSS's claims concerning
the ISDA master agreement and the 2007 interest-rate-swap agreement because the clauses covered
disputes arising from any financing document and the agreements defined financing documents to
include hedge agreements, including interest-rate swaps.

2. The merger clause in the ISDA master agreement did not prevent enforcement of the arbitration clauses
in the credit agreements against disputes involving the ISDA master agreement and the 2007 swap
agreement.

3. The ISDA master agreement's nonexclusive forum-selection clause and jury-trial waiver did not override
or preclude the arbitration clauses in the credit agreements.

KEY QUOTATIONS

“Regions presented evidence of the existence of a contract requiring arbitration of the disputes at issue.”
(392)

“Therefore, we reverse the order of the trial court denying the motions to compel arbitration of BCSS’s claims
concerning the ISDA master agreement and the 2007 swap agreement and remand the case for proceedings
consistent with this opinion.” (392)

FACTUAL BACKGROUND

Baldwin County Sewer Service, LLC financed debt through several variable-rate demand-note transactions
secured by letters of credit and governed by credit agreements with arbitration clauses. It later entered into
interest-rate-swap transactions with AmSouth Bank, later succeeded by Regions Bank, allegedly based on
representations that the swaps would fix the interest rate on the debt. After BCSS received notice of substantial
increases in variable interest rates, it sued Regions and Morgan Keegan, alleging that the swaps failed to provide
the represented protection. The credit agreements defined financing documents to include hedge agreements, and
the hedge agreements included interest-rate swaps.

PROCEDURAL HISTORY

Baldwin County Sewer Service, LLC sued Regions Bank and Morgan Keegan in the Baldwin Circuit Court over
variable-rate demand notes and related interest-rate-swap transactions. The defendants moved to compel
arbitration under arbitration clauses in the credit agreements. The trial court compelled arbitration of claims



concerning the credit agreements but denied arbitration of claims concerning the ISDA master agreement and the
2007 swap transactions. The defendants appealed, and the Alabama Supreme Court consolidated the appeals.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The Baldwin Circuit Court was directed to conduct proceedings consistent with the opinion, including
compelling arbitration of BCSS's claims concerning the ISDA master agreement and the 2007 swap agreement.
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