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Welsbach Electric Corp. v. MasTec North America, Inc.
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SUMMARY

The New York Court of Appeals held that Florida law governed the parties' construction subcontract

under its choice-of-law provision. Although New York public policy invalidated pay-if-paid provisions

under Lien Law § 34, that policy was not sufficiently fundamental to override the parties' choice of

Florida law, which enforced the provision.
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Welsbach appealed from an order striking MasTec's affirmative
defenses based on Florida law and the subcontract's pay-if-paid
provision. The Appellate Division affirmed, and the New York Court
of Appeals granted review and reversed.

Review of the choice-of-law determination and the order striking
affirmative defenses; the court independently determined whether New
York's public-policy exception invalidated the parties' contractual

choice of Florida law.
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QUESTIONS PRESENTED

1. Whether the parties' contractual choice of Florida law should be enforced when Florida law permits pay-

if-paid provisions that New York law would invalidate under Lien Law § 34.

2. Whether New York's public policy against pay-if-paid provisions is sufficiently fundamental to override

the parties' choice of Florida law.

HOLDINGS

1. New York courts generally enforce a contractual choice-of-law clause when the chosen law bears a
reasonable relationship to the parties or transaction, unless application of the chosen law violates a

fundamental New York public policy.

2. New York's public policy against pay-if-paid clauses is not sufficiently fundamental to override the

parties' choice of Florida law in this dispute.

KEY QUOTATIONS

“We hold that it is not, and that the parties' choice of law controls.” (627)

“Crucially, however, we have reserved the public policy exception "for those foreign laws that are truly
obnoxious"” (629)

“In short, Welsbach has not sustained its "heavy burden" of proving that application of Florida law would be
offensive to a fundamental public policy of this State” (632)

FACTUAL BACKGROUND

MasTec, a Florida corporation, contracted to construct a fiber-optic telecommunications network and
subcontracted the electrical work to Welsbach, a Delaware corporation. Their subcontract contained a pay-if-paid
clause making MasTec's payment obligation contingent on receipt of payment from the owner and selected
Florida law. After the owner became insolvent and terminated its contract with MasTec, neither MasTec nor
Welsbach was fully paid, and Welsbach sued MasTec for the unpaid balance.

PROCEDURAL HISTORY

Welsbach sued MasTec for unpaid subcontract balances after the project owner became insolvent and terminated
its contract with MasTec. Supreme Court struck MasTec's fifth and eleventh affirmative defenses, which asserted
that Florida law governed and that payment from the owner was a condition precedent to MasTec's obligation to
pay Welsbach, but otherwise denied Welsbach's motion and granted MasTec leave to amend its answer. The
Appellate Division affirmed the striking of the defenses, with one Justice dissenting. The Court of Appeals

reversed and answered the certified question in the negative.
DISPOSITION

reversed

REMAND INSTRUCTIONS



The order of the Appellate Division was reversed with costs. Welsbach's motion to dismiss MasTec's fifth and

eleventh affirmative defenses was denied, and the certified question was answered in the negative.
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