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SUMMARY

The United States District Court for the Eastern District of California granted Kustom US, Inc.’s
motion to compel arbitration of Juan David Mojica’s California employment-law claims. The court
held that the parties clearly and unmistakably delegated arbitrability questions to the arbitrator and
rejected challenges based on lack of mutual consent, economic duress, and unconscionability. The
action was stayed pending arbitration, and existing calendared dates were vacated.
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DISPOSITION other

PROCEDURAL POSTURE Defendant moved to compel arbitration of plaintiff's employment-
related state-law claims under the Federal Arbitration Act. The court
granted the motion, compelled plaintiff's individual claims to
arbitration, delegated threshold arbitrability questions to the arbitrator,
and stayed the action.

STANDARD OF REVIEW On a motion to compel arbitration, the court treats the facts as it would
on summary judgment, construing facts and reasonable inferences in
the light most favorable to the nonmoving party. The party seeking
arbitration bears the burden of proving the existence of an arbitration
agreement by a preponderance of the evidence.
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QUESTIONS PRESENTED

1. Whether the arbitration agreement contained clear and unmistakable evidence delegating questions of
arbitrability to the arbitrator.

2. Whether plaintiff's challenge to mutual consent and contract formation had to be decided by the court
notwithstanding the delegation clause.

3. Whether the arbitration agreement was unenforceable because plaintiff allegedly signed under coercion
or economic duress.

4. Whether the delegation clause was substantively unconscionable because of its fee provisions.

HOLDINGS

1. The arbitration agreement clearly and unmistakably delegates disputes concerning the arbitrability of
particular issues or claims to the arbitrator.

2. The court must decide plaintiff's challenge that he never voluntarily consented to the arbitration
agreement because contract formation questions remain reserved to the courts even when an agreement
contains a delegation clause.

3. The alleged pressure to sign the arbitration agreement to retain employment did not render the
agreement unenforceable for lack of voluntariness or coercion.

4. Challenges to the arbitration agreement as a whole, including general arguments concerning economic
duress and unconscionability, do not establish that the delegation clause itself is unenforceable.

5. The delegation clause was not substantively unconscionable because plaintiff failed to show that the
filing fee was cost-prohibitive or that the agreement imposed arbitration-specific expenses unavailable in
court, and the attorney-fee provision merely allowed awards authorized by statute or written agreement.

KEY QUOTATIONS

“In considering a motion to compel arbitration, the “court’s role under the [FAA] . . . is limited to
determining (1) whether a valid agreement to arbitrate exists and, if it does, (2) whether the agreement
encompasses the dispute at issue.”” (at 2)

““[P]arties are free to delegate the adjudication of the gateway questions to the arbitrator, so long as they do
so ‘clearly and unmistakably.’”” (at 3)

““[T]he issues reserved to the courts for decision ‘always include’ whether an arbitration agreement was
formed, even in the presence of a delegation clause.”” (at 3)

FACTUAL BACKGROUND

Mojica, a former employee of Kustom US, Inc., asserted California-law claims for retaliation, wrongful
termination, and intentional infliction of emotional distress. During his employment, he signed a Mutual



Agreement to Arbitrate containing a delegation clause providing that disputes concerning arbitrability would be
resolved by the arbitrator. He argued that he signed under threat of termination, economic duress, and
unconscionable fee provisions, but did not dispute signing the agreement or the existence of the delegation
clause.

PROCEDURAL HISTORY

Juan David Mojica filed an action against his former employer, Kustom US, Inc., asserting retaliation, wrongful
termination, and intentional infliction of emotional distress under California law. Kustom moved to compel
arbitration based on a Mutual Agreement to Arbitrate signed by Mojica during his employment. After briefing,
the district court granted the motion, directed the parties to proceed to arbitration, and stayed the case pending
completion of arbitration.
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