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Enforcing Arbitration Agreements in New Jersey

Arbitration can be an efficient and cost-effective method for resolving workplace disputes. The benefits of arbitration over
litigation can include confidentiality during the process, reduced publicity, lower legal costs, avoiding an irrational jury
decision, and the potential to avoid class action claims.[1] However, there are some key rules to follow if an employer wants
to implement an enforceable arbitration agreement.

Knowing and Voluntary Assent

The principles of contract law will apply in determining whether an agreement to arbitrate is valid. Under those principles,
arbitration agreements "must be the product of mutual assent" such that the "parties have an understanding of the terms to
which they have agreed," and "[a]n effective waiver requires a party to have full knowledge of his legal rights and intent to
surrender those rights." In addition, employees must receive notice of the arbitration agreement and enter into it "knowingly
and voluntarily."

One recent New Jersey federal court decision highlights the burden on employers seeking to enforce the terms of arbitration
agreements.[2] In that case, the court denied an employer's request to compel arbitration because it could not show (without
dispute) that the employee had knowingly and voluntarily agreed to participate in its arbitration program. The employer
provided its employees, including the plaintiff, with copies of its arbitration agreement via e-mail. Those e-mails informed the
employees of the arbitration program and contained a link to the arbitration agreement. The e-mail also informed employees
that the arbitration program was mandatory, unless they opted out within 30 days of receipt, and that their continued
employment without opting out constituted acceptance of the arbitration agreement. The arbitration agreement was also
available on the employer's internal portal. The employer presented the court with documentary evidence showing the e-mail
was delivered to the plaintiff. The plaintiff, on the other hand, provided a sworn statement to the court denying any
recollection of receiving, viewing, or opening the e-mail.

New Jersey courts have held that "an arbitration provision cannot be enforced against an employee who does not sign or
otherwise explicitly indicate his or her agreement to it."[3] Although courts do not require an actual signature, the employee
must at least demonstrate a willingness and intent to be bound by the arbitration provision. For example, assuming confirmed
receipt of the arbitration agreement, employees may indicate their agreement by failing to opt out of the program,[4] or by
continuing employment where, as was the case here, an arbitration agreement states that an employee accepts its terms by
continuing employment following the effective date.[5]

The court noted that in those cases in which courts had enforced arbitration agreements without an actual signature, the
employee had taken some affirmative action to indicate his or her acceptance.[6] Here, however, the plaintiff's "passive
acquiescence" did not indicate acceptance, and there was a factual dispute about whether he had notice of the arbitration
provision at all because he denied receipt of the e-mail. Accordingly, the court could not find the employee had "knowingly
and voluntarily" relinquished his rights to litigate, and denied the employer's motion seeking to compel arbitration.

Additional Considerations

While this recent decision is a reminder to employers and makes clear that a "knowing and voluntary" waiver of rights is
necessary to compel arbitration, there are also other principles of which employers must be mindful. For example:

Know the Rules

Arbitration agreements must not be unconscionable. For instance, employees often challenge the agreements by claiming
defects in the underlying arbitration process — and those defects usually relate to discovery procedures or other allegations
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of inequity or unfairness. New Jersey courts have held that the American Arbitration Association's (AAA) Employment
Arbitration Rules & Mediation Procedures adequately protect employees' rights to discovery and also afford sufficient
flexibility and informality to the parties.[7] Thus, an arbitration program should incorporate these (or similar) rules to avoid this
challenge.

Separate Arbitration Agreements From Employee Handbooks

The New Jersey Appellate Court has held that it is "irreconcilable” to compel an employee to arbitrate claims based on a
handbook provision, even if she agreed to read and be "bound" by it, when other sections of the handbook "prominently and
unequivocally disclaim the handbook is intended to create a legally enforceable contract."[8] Accordingly, employers should
continue to include disclaimers in employee handbooks to avoid breach of contract claims, and they should require
employees to sign separate arbitration agreements.

Make the Waiver Explicit and Understandable

To be effective, a waiver of the right to bring employment claims in court and before a jury "requires a party to have full
knowledge of his legal rights and intent to surrender those rights."[9] Arbitration agreements must, therefore, reference the
rights being waived (including the right to go to court and to a jury trial, if applicable) and the types of claims covered (such as
discrimination, retaliation, class actions, wage claims, etc.). Courts have declined to take away an employee's right to trial in
court absent "simple, clean, understandable and easily readable" language specifying the employee is waiving that right.[10]
Likewise, arbitration agreements should identify by name the statutory claims the employee is waiving.[11]

Make Sure There Is an "Unmistakable" Agreement to Arbitrate

As discussed above, the arbitration agreement must "reflect an unambiguous intention" and "mutual assent" to arbitrate, and
include a knowing and voluntary waiver. Although something less than a signature may suffice to show an intent to be bound,
employers should seek signatures wherever possible. If that is not possible, an electronic record of the employee's receipt,
review, and acceptance of the arbitration program must be clear and convincing.

Before implementing any arbitration program, employers should always confer with legal counsel to ensure that their
agreements comply with applicable requirements.
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