UNITED STATES DISTRICT COURT FOR THE DISTRICT OF ARIZONA

Nicholaus Rosonke v. Justin Pappan, et al.

Rosonke - No. CV-24-03663-PHX-DJH - Decided December 9, 2025

SUMMARY

The United States District Court for the District of Arizona denied Defendants’ motion to compel

arbitration and transfer venue. The court held that the nonsignatory plaintiff was not bound by the

arbitration provision in a Vehicle Services Agreement under Arizona’s direct-benefits estoppel doctrine

because his employment and wage claims arose independently from that agreement. The court

concluded that the agreement concerned management of a single vehicle and did not govern Plaintiff’s

alleged employment relationship or compensation.

CASE DETAILS

COURT

WRITING FOR THE COURT

JURISDICTION

DECIDED

DOCKET

DISPOSITION

PROCEDURAL POSTURE

STANDARD OF REVIEW

PRECEDENTIAL VALUE

TOPICS

United States District Court for the District of Arizona
Diane J. Humetewa

United States District Court for the District of Arizona
December 9, 2025

CV-24-03663-PHX-DJH

other

Defendants moved to compel arbitration and transfer venue based on
an arbitration and forum-selection provision in a Vehicle Services

Agreement. The district court denied both motions.

On a motion to compel arbitration, the court determines whether a
valid agreement to arbitrate exists and whether the agreement
encompasses the dispute. If a genuine dispute of material fact exists on
those questions, the court applies a standard similar to the summary-
judgment standard under Federal Rule of Civil Procedure 56. The
existence of a valid agreement is determined under general state-law
contract principles, while the scope of an arbitration provision is
determined under federal law.

Unknown; district court order with no reported citation or stated

precedential designation.
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QUESTIONS PRESENTED

1. Whether Plaintiff, a nonsignatory to the Vehicle Services Agreement in his individual capacity, was

bound by its arbitration clause under Arizona's direct-benefits equitable-estoppel doctrine.

2. Whether Defendants were entitled to transfer venue to Santa Clara County, California under the Vehicle

Services Agreement's forum-selection provision.

HOLDINGS

1. Plaintiff was not bound by the Vehicle Services Agreement's arbitration provision under direct-benefits
estoppel because his employment and wage claims did not seek to enforce, depend on, or require

reference to the Vehicle Services Agreement.

2. Transfer of venue was unwarranted because the forum-selection provision in the Vehicle Services

Agreement was not applicable to Plaintiff's employment claims.

KEY QUOTATIONS

“Under Arizona’s doctrine of direct benefits estoppel, a non-signatory may be bound to the terms of a
contract when the non-signatory (1) knowingly exploits the benefits of an agreement ..., or (2) seeks to enforce

terms of that agreement or asserts claims that must be determined by reference to the agreement.” (at 7)

“Thus, Plaintiff is not bound by the arbitration agreement under direct benefits estoppel, and compelling

arbitration is inappropriate under these circumstances.” (at 9)

FACTUAL BACKGROUND

Plaintiff alleged that Defendants employed him as an operations manager for their Turo-based rental-car
business, required him to work extensive hours, and failed to pay minimum wage or overtime. He asserted that
his employment relationship arose from an alleged verbal promise and that he had no written employment
agreement with the named Defendants. Defendants relied on a Vehicle Services Agreement between Social
Reflect Operations, LLC, which Plaintiff signed on behalf of that entity, and Watts Operations, LLC; the
agreement concerned management and listing of a single Tesla and contained an arbitration clause requiring

arbitration in Santa Clara County, California.

PROCEDURAL HISTORY

Plaintiff filed an employment-related complaint alleging unpaid minimum wages and overtime, Arizona wage-
law violations, fraud, and promissory estoppel. Defendants responded with a motion to compel arbitration and
transfer venue, relying on a Vehicle Services Agreement signed by Plaintiff on behalf of a nonparty entity. After
briefing, the district court concluded that Plaintiff was not bound by the agreement's arbitration clause and

denied both motions.
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