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SUMMARY

The United States District Court for the Eastern District of Michigan granted Qualfon’s motion to
compel arbitration in former employees’ racial-discrimination and retaliation action. The court held
that the plaintiffs electronically accepted valid arbitration agreements, rejected their memory-based
challenges to contract formation, and stayed the proceedings pending arbitration; it also granted leave
to file a sur-reply.
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DISPOSITION other

PROCEDURAL POSTURE Plaintiffs brought claims for racial discrimination and retaliation under
Title VII, 42 U.S.C. § 1981, and Michigan's Elliott-Larsen Civil Rights
Act. Defendant moved to compel arbitration and requested dismissal
or, alternatively, a stay pending arbitration. Plaintiffs opposed the
motion and moved for leave to file a sur-reply.

STANDARD OF REVIEW Because the parties relied on materials outside the pleadings, the court
applied the Federal Rule of Civil Procedure 56 summary-judgment
standard to whether plaintiffs' evidence created a genuine issue of fact
concerning formation of the arbitration agreements.

PRECEDENTIAL VALUE unpublished, nonprecedential district court opinion
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QUESTIONS PRESENTED

1. Whether plaintiffs created a genuine issue of material fact concerning formation of the arbitration
agreements by stating that they did not recall reviewing or signing them.

2. Whether the electronically generated audit trails and related evidence established plaintiffs' acceptance
of the arbitration agreements despite the absence of physical signatures.

3. Whether the court should stay or dismiss the action after compelling arbitration.

4. Whether any remaining gateway issues should be decided by the arbitrator under the delegation clause.

HOLDINGS

1. Plaintiffs' affidavits stating that they did not recall reviewing or signing the arbitration agreements,
together with inconsistent assertions in their brief, did not create a genuine issue of material fact
concerning formation.

2. An electronically recorded acknowledgment through Qualfon's system was sufficient to establish
acceptance of the arbitration agreements; a physical signature was not required.

3. Because plaintiffs did not specifically challenge the delegation clause, remaining issues within the
clause's scope were for the arbitrator to decide.

4. The proceedings were stayed rather than dismissed because the parties had requested a stay as an
alternative and the Federal Arbitration Act requires a stay when a party requests one for an arbitrable
dispute.

KEY QUOTATIONS

“Notwithstanding the presence of a delegation clause, “[a] challenge to arbitration agreement formation is
always in the jurisdiction of the courts.”” (PageID.471)

“When a federal court finds that a dispute is subject to arbitration, and a party has requested a stay of the
court proceeding pending arbitration, the court does not have discretion to dismiss the suit on the basis that
all the claims are subject to arbitration.” (PageID.478)

FACTUAL BACKGROUND



Coleman, Russell, and Carmichael were former Qualfon employees who alleged racial discrimination, and
Coleman additionally alleged retaliation through termination after reporting discrimination. Qualfon used an
electronic onboarding and employee-learning system containing arbitration agreements that required
employment disputes to be arbitrated and delegated questions concerning validity, enforceability,
unconscionability, waiver, and applicability to an arbitrator. Qualfon produced the agreements, administrator
affidavits, and audit trails showing that each plaintiff accessed and acknowledged the agreements through a
system using unique credentials. Plaintiffs stated that they did not recall reviewing or signing the agreements and
argued that the absence of physical signatures defeated formation.

PROCEDURAL HISTORY

Qualfon moved to compel arbitration based on electronically accepted arbitration agreements containing a
delegation clause. Plaintiffs submitted affidavits stating that they did not recall reviewing or signing the
agreements and argued that the agreements were not validly formed. Applying a summary-judgment-like
standard to the formation issue, the court found that Qualfon's agreements, declarations, and electronic audit
trails established acceptance and that plaintiffs' evidence did not create a genuine issue of material fact. The
court compelled arbitration, stayed the case, and granted plaintiffs leave to file their sur-reply.
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