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On Friday, the Supreme Court ruled five to four that a district court is required to stay pre-trial and trial
proceedings while a decision on interlocutory appeal as to the question of arbitrability is ongoing.* In an
opinion by Justice Brett Kavanaugh, the Court resolved a circuit split over whether a district court must stay
proceedings pending interlocutory appeal.

Background

Respondent Abraham Bielski (Bielski) filed a class action complaint against Petitioner Coinbase, Inc. (Coinbase),
alleging violations of the Electronic Funds Transfer Act and Regulation E after a scammer transferred assets
out of his Coinbase account.? Coinbase moved to compel arbitration based on an agreement to arbitrate
disputes over the account present in the Coinbase user agreement.? The District Court denied the motion after
finding the agreement unconscionable, and Coinbase exercised its right to interlocutory appeal provided by
Section 16(a) of the Federal Arbitration Act (FAA)* and sought a stay of proceedings pending appeal, which the
District Court denied. On appeal before the Ninth Circuit, Coinbase again sought a stay of the District Court
proceedings. First, Coinbase urged the Ninth Circuit to reconsider its 1990 decision that refused to grant
automatic stays pending interlocutory appeals on arbitrability.” Second, Coinbase argued that it satisfied the
four-factor standard that governs discretionary stays.® The Ninth Circuit denied the motion for a stay pending
appeal, and Coinbase filed a petition for certiorari.

Prior to Friday’s decision, the circuits were split over whether to grant automatic stays pending appeals related
to arbitrability. The minority position, first adopted in 1990 by the Ninth Circuit, held that district court
proceedings could move forward while an interlocutory appeal over arbitrability was ongoing unless the district
court, inits discretion, granted a stay.” The Second and Fifth Circuits adopted this position, reasoning that, as
“[a]n appeal of a denial of a motion to compel arbitration does not involve the merits of the claims pending in
the district court,” the district court retains jurisdiction despite the appeal . The Seventh Circuit was the first to
articulate the majority position in a 1997 decision, reasoning that “[w]hether the litigation may go forward in
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the district court is precisely what the court of appeals must decide,” such that the appeal divests the court of
jurisdiction pending a decision.? The Third, Fourth, Tenth, Eleventh, and D.C. Circuits all adopted this position.*°
The Supreme Court granted cert to resolve the split and heard oral argument on March 21, 2023.

An Interlocutory Appeal Under Section 16(a) of the FAA Automatically Stays District Court
Proceedings

Reversing the Ninth Circuit’s decision and adopting the majority position, the Supreme Court held that an
interlocutory appeal on the question of arbitrability automatically stays district court proceedings. In reaching
its decision, the Court relied on the “Griggs principle,” which states that an appeal “divests the district court

of control over those aspects of the case involved in the appeal.”** Here, the Court found that “[b]ecause the
question on appeal is whether the case belongs in arbitration or instead in the district court, the entire case is
essentially ‘involved in the appeal.”!?

The Court further reasoned that this rule “reflects common sense” because allowing district court proceedings
to continue pending appeal would mean that “many of the asserted benefits of arbitration (efficiency, less
expense, less intrusive discovery, and the like) would be irretrievably lost — even if the court of appeals later
concluded that the case actually had belonged in arbitration all along.”*3

Impact

As aresult of the Court’s decision, parties seeking to enforce arbitration agreements across the country will
now be automatically entitled to a stay of proceedings pending an interlocutory appeal on the question of
arbitrability. Given the prevalence of arbitrations in the three circuits advancing the minority position, the
decision has real impact in removing the possibility that parties could be forced to engage in active litigation
pending appeal.

Responding to concerns that an automatic stay might encourage frivolous appeals, the Court pointed to “robust
tools” available to courts of appeals to prevent this, noting that a party can ask a court to summarily affirm,
expedite a decision or dismiss an appeal as frivolous.*

In dissent, Justice Ketanji Brown Jackson argued that the decision whether to grant a stay in these
circumstances should instead lie within the discretion of the district court.The dissent cautioned that the
majority’s approach could encourage parties to seek automatic stays pending the appeals of motions to compel,
for example, forum-selection clauses on the basis that the appeal similarly posed the question of “whether the
litigation may go forward in the district court.”*¢ Justice Jackson acknowledged that the majority’s decision was
limited to appeals under § 16(a) of the FAA and discouraged further expansion.
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