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• 
PTR v. EVANSTON 

MEMoRANDUM OPINION 
AND ORDtR 

n ch •• nJ (IfGC, 

O1D~I.OM, J. 

P,T . R ••• ur.~l UKUM JMOOKlIIA ,-PTa-, .ava. to v.oat. an 

arbitration Iva rd. Evan,ton In.urano. co~anv and Otioa Mutual 

tnaur.nc. Coapanr (ooll.ctiv.ly, the -R •• pondlnt.-, orOI. -aov. to 

oontira the Iward.' 

PTR chall.n9" the arbitration avard und.r • U •• • C. I 10 

(1'41) and. U ••• C, I 201, Art. V (1'10' on the tollovin9 

\1round •• 

(1 ) Th. co_polltion at the arbitra t ion p,n.1 and the 

arbltration proc.dur. did not ao.ply vlth thl p.rti •• , 

.9r •••• nt. 

(2) Th. arbitr.tion pan.l v •• bia •• d in that it r.'u.e4 to 

9rant PTa .n .Nt.n.lon, did not •• nd doou .. nt. tl1 •• • n 

the p~.edinv to rTI', coun •• l .nd .dopt.d v.rbati. 

r •• pond.nt.' propo ••• av.rd. 

(l, Th. arbltr.tlon p,n.l" r.tU'll to 9~ant PTI an 

.Kt.nalon of tl •• Qon.tltut.d .i.conduot. 

(4) "It did not UQalv. prop.r notic. at the appoint •• nt at 

the arbitrator •• 

COARooitloa DC tb. Arbitr.tip" t,n.l did npt CQ.pl~ with lb • 
p0rtl •• , Apr"lcat 

C'" " I\~-C-~. aL.I ••••••••••• bl •••• lan ow •• , I, attributable to 

inluranc. trlati •• cov.ring 1." to 1" •. Whil, It 1. i.po •• lbl. 

, PTR dl.continuad the .ctlon aa '9.inat AMP Unltad on luqu.t 
21. lIU. 
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• 
to tell tro. the vordtn, of tha aVard whioh aaaunt. vir. 

.11oc.t.~ to which tr.atl •• , the d,.and for Irbltrltlon ~t.r. to 

A~rJl or 1"'. .ICIU.. the •• , ll.at r.ar ~t.rr.4 to In the 

d ••• nd for arbltr.tloa 1. 1"1, there I, no b.,l. lor PTR'. alai. 

that the I". tr.aty v •• at l •• uI. ~ •• pond.nt. olal. thet the 

arbitration .v.~ oln be ,ttrlbut,d only to policy y •• r. 191' to 

1"4. Thl ralavanol of lhl. dl'puta 1. that the 'anll v •• 

proparly •• lected under the Itl. to 1". tr •• tl.a, but v •• 

l.properly •• lectad under the arbitration allu", Yhlch PTR 

cl, ••• vir. contalnad In the 1111 end 191. tr.,tl... Rowlvlr, 

the 1'71-7, arbitration ellu", to vhlch PTa rat.re v.r. 

oontaln,d In , rain.usanol bindin, oontraat, a IU&alry. of the 

tr.aty l.nvu.v., rath.r th.n the actual tr •• ty .19n,4 by thl 

partl.. . At oral aryua.nt on OCtoblr 2, l"1 I "ted the part 1,. 

_ ~o tub.it the arbttr.tion elau.,. In ettect Cro. 1171 to It'4 .~ 
(~-J'(~a~lev oC the arbitration el'ul" lub.itt.4 by the parti.a 

reveal, that the arbitr.tioh avree •• nt. in .tf.ot rro. 1971 to 

191. provide the •••••• thod tor •• l.ction ot arbitrator, I' the 

1111 to 1114 traatl •• , .nd thi. WI' tha •• thod by which the 

arbitr.tora wlr. aalaet.~ 

~ratlgD Prgc,.d1na' did npt 'A'ply wlth th' r'ril.,
Ageto··nt 

" , Thl .9r •••• nt. provid. that t~, arbltr.tlon proa •• ding, .r. 

to b. conduct,d pur.u.nt to the rule. 01 tb, A-.rio.n Arbitr.tion 

A •• oct.tlon (tb. ~AAA-' , Jt i. cl •• r th.t o.rteln at the AAA'. 

proc.dur.l rul •• v.r. not follov.d . Th. proc •• din9a w.r. not 

, 

• 
Ul.4 with the AAA, th. raqulr.d r ... wrl not paId, Ind proper 

notice Ind acknovl.dva •• nt by the AA4 vir. not ,lv.n to PTR. ) 
,-, -, 
I ~ I In Co.pagnl. d., Blu.lt,. d. GUID" X, ' .... ,.111., IDO,. 
V· -

"0 '0 civ. 01" (D.D. e. May 29, 1"1). the court .ddr •••• d the 

l •• ua at ~h.tb.r proc.dur.l Ylol.~lon. 1~.ti'y •• ttin, •• 14. In 

.rbi~ra~ion Iv.rd. In thlt CII. the partt •• ba4 .Vr •• d ~o 

arbltrat. aaoordinq to the rul •• or the Jn~lrn.tlon.l Chaab4r of 

Co ... rc. court ("ICC-,. Th. plaintiff argu.d that tny procedural 

viol_tlon of ICC rule. n.c •••• rily violat •• tb •• 'r •••• nt at the 

partl •• ~nd.r the Conv.ntion . PI_orlblnq the .tandard or r.Yiav 

to ba .ppll.d vh.n procadur.l violationa ara al1lVld, the oourt 

.tat.d that an .Vard .houl. p ••• t a.I •• b ••• d on a procedural 

viol.tion onlr it -.uch viola~ion ~o~k.4 aub.t.ntial prajudlo1 to 

the ooaplalnlnv party.· 1d..t 11. Yh. Dourt GOnaid.red thi. 

lnt.rpr.t.tton Gon.letent vitn the ·pro-.nrora ... nt- bill of the 

ponvantlon. 

01 Th.r. i. no di.put. th.t PTR rlc.1Vld tl •• 11 notioe ot the 

d ••• nd to .rbitr.te and the •• l.ctton of f.apond.nte' .rbltrator. 

Applyinq the etand'rd di.cu.e.d above, thl aw.rd ahould not b. 

vaolt •• b •• ad on a procadur.l lrr'9ullrLty b.olua. PTa v •• not 

"aubetlnti.lly prejudie •• • ~y r.apond.ntl' f.ilurl to co.ply vitb 

the AAA'a proc.dural rul •• for co ... ncin9 In .rbitratlon 

proc •• 41n9. 
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r.rtl.lity Of Cprruption 

'"', r 

L 
() h Partiality ",111 be found "hln 'I na.on,ble p41r8on vould 
. J 
hlv. to Donolude that an arbitrator WI. partial to onl pArty to 

the _,bitr.tioD , - "or,llt. Cgnltrugtlgn corp. y. Hly York City 

D',t. cQuncl1 C.rp.nt.r. Beo"lt, Tuna_. '.1 r.2d 1', I. (2d eir. 

11.4). Clnlrally, partiality requir •• a ~.r.on.l inter'lt on the 

part of the arbitrator which light CIU" ht, to bt bi,.ed. 

'Id,c.' 'gal.l. It,11an. 41 'TWa.tnto 'pi y, Hplt "'rln. 

indu.trl •• log 51S ',8UPP. 1102 (S.D.H.Y. 1,.1), ~ '.1 

F . ld 102 (2~ Clr. 1'11" Bllsb"n y. Cr'ltlye , •• 1 'I,.t. 
CQD,"lt-oh , Inc .• n. r.lupp . 11U, 1214 (I . D.M . Y. lt1t) .~ 

I~ : ' PTR cit •• the Plnell, ,.iluu to 9rant In •• t.n.lon of tha 

he.rlng, •• nd copl,. at docu.an~a to PTR'a aaunaal, and tha 

.anal'a adoption at ~a.pandant.t prapaa.d arbitration award a. 

aata ahavlng partiality. PTR dd •• not .118ge thet any ot the 

.rbltr.tor. h.d any prior or current d.allnt' or ~l.tlan.hlp, 

vlth r"pondant.. ThU., PTJ doa. not ahow that tha arbitrator. 

ha4 tha per.onal Int.r •• t raqulre. lor a ahovlnq of • partiality . 

/ j I"Tf\ v •• " .... n nln •• on~h. to prepare Cor arbitration, anet 

the '.n.l rep.atedly notllla4 PTR of the upcoaln9 hearln9_ 

aeoau •• PTR did not r.qua.t an •• tanalon until tour daya barore 

the ~a.rln9 w •• Ich.dul •• to baqln .nd did not provide any r.a.on 

lor ita dalay. ~a .anal'_ raru •• l to qrant an .xten_ion v •• 

r •• eonabl. . Whll. the •• nal did not pro ... ld. PTRII cOdn.al with 

oopla. or doeu.ant. tlla. In the arbitration procaadlng, it did 

.and tha.a doou..nta dir.ctly to PTR. rJn.lly, th6 p.nal did not 

5 

• 
adopt c.apondantl' propo.ad avard Varbatt.. While lba two ara 

quit. ai.ilar, .tail_rity betveen propo ... and adoptad avarda 

do •• not oon.tltute bl... ... f.lrch l ld. cO, VI BIAb.ODd P,' 

P, '1 CO" 51' r.lUpp. 1)05. 1111 (D.D.C. 1 •• 1,. / 

-' 
Latlyr. to QraD~ .n EXtan.iOD V" nAt In AOt OC Mtlognduct 

::0 trw 
-1 ' ""era thara la • rae.onabla ba.ie tor the ... bltntorll 
" ! 

~· d.Di.ia~ "ot to trent A po.tpona.ent, aourtA ara reluotant to 

int.rt.ra with tha arbitration Avard on tb. ,round of .iloonduct. 

attar r'p •• t.4 .tta.pta to obtain a briar at prR'l po.ition, 

the 'anal ,.v. tha parti ••• da.411n& o( .eptaaber 'f Dna va.k 

batora the ha.rl", data, to voloa any objection. . After nina 

.onth, o( .ilence, PTA raqul,ta. an eMt.~lon four d.y_ batora 

kh. he.rih9. The •• n.l did nDt iqnor. PTW'e raqu •• t, b~~ .at by 

oont.ranoe oall, and daoida4 not to vrant an awtan.lon . Und.r 

th •• a circu.atanc •• , the '.n.l', r.ru •• l to ,rant .n a.tan.lon 

do •• not conatitut. '" aot of .I.eonduot which ju.titi •• vacltlng 

the arbitration Iva rd. ~ 

JAAk Of Prgpar Hotlc. pI Appolnt"Dt Of tb. 'thltr.tor Af Of th. 
Arbitration Prop.ading. 

(\ ,y , , 
¥. i PTR correotly •••• rt. that it w •• not ,Ivan propar not loa or 

the co ... nCa.ant ot tha arbitration proc.adln9 or the appoint-ant 

at tha _rbitratora •• 1. raquired under tha AAA rul •• , Hovav.r, 

PTR doe. not cont •• t that it ~I' •• rvad with the da •• nd tor 

.rbitration In4 'ppalntaant ot the .[bitr.tor .allctad by 

re.pondant. In • tl.aly .annar. 
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Court. ¥blob blve .d4£ •••• 4 the not loa prOYlalon 01 

Ar\lol, V or tba Convention hIve ODnolud.d \b., the provi.!on 

• •••• ntl.lly •• notlon. tha .pplication ot the torna at.t.-. 

.tanderd_ at due proc •••• • lA~'Qn.' HblttalOT. Oy'rltl. CA· v' 
logl.tl glnerll. d. "llndu."I. 4y "plar, 501 '.Id ",, ,15 (34 

Clr. 1".).~ 
PTa v ••• fforded auftictant notice of lb. arbitration 

proc •• dlnV' an4 the .ppolnt.ant 01 arbitrator. to co.port with 

dUI proD.... Ther.fora, r •• PQhd.n~' r.llu~ to c~plr with the 

.paolflo AAA rul •• re91rd1nq not 10. do •• not JUICity vaoatlnv the 

arbitration Avard. 

<X>HetJIIXQN 

. j ' . II •• cau .. PTR h .. 
,.; 1\ t.11a. to •• tabllah any ,round tor vaoating 

th~ arbitration avaTd. PTR' • .at Ion to vacat. the avard 1. 

denied, and r •• pandanta' oro •• -.4tion to oonfira the Avard 1. 

9nnted. J 
'0 OJtoEUD . 

Dated' Haw York, Hav Yo~k 
Dec.abat 1.1 , un 
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