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Plaintiff-Appellant Mchael M Pfeifle appeals the district
court’s order confirmng an arbitration award in favor of
Def endant - Appel | ee Chenoil Corporation. Pfeifle contends that the
arbitrators exceeded their contractual authority by awarding
Chenpi |l damages that Pfeifle classifies as consequential and thus
violative of the arbitration agreenent’s proscription of awarding

“indirect” damages. Based largely on the highly deferential and

Pursuant to 5THGOR R 47.5, the court has determ ned that
this opinion should not be published and is not precedent except
under the limted circunstances set forth in 5THCQR R 47.5. 4.



narromly limted standard by which federal courts review the
actions of arbitrators, we affirm

As indicated, the primary question presented in this appeal is
whet her the arbitrators exceeded their jurisdiction and i nproperly
awarded “indirect” or consequential damages to Chenoil. Pfeifle
does not challenge the arbitrators’ conclusion that he breached his
contract by engaging in unauthorized transactions and subjecting
Chenmoil to increased margin calls and financial |oss. Rather, he
chal l enges only the arbitrators’ danage award, arguing that any
award of damages based on his unauthorized transactions nust be
consequenti al damages, which fall within the arbitration clause’s
prohibition of awarding “lost profits and indirect damages.”
Pfeifle relies heavily on the Texas Suprene Court’s recent opinion

in Mga v. Jensen, 96 S.W3d 207 (Tex. 2002), reiterating that the

“rule in Texas has | ong been that contract danages are neasured at
the time of breach, and not by the bargai ned-for-goods’ market gain
as of the tinme of trial.” Maqga, 96 S.W3d at 214.

We review a district court’s confirmation of an arbitration

award de novo. Executone Info. Sys., Inc. v. Davis, 26 F.3d 1314,

1320 (5th Gr. 1994). Qur review of the underlying arbitration

award is “very deferential.” 1d.; see also Baravati v. Josephthal,
Lyon & Ross, Inc., 28 F.3d 704, 706 (7th Gr. 1994). An
arbitrator’s decision nust be affirnmed “if it is rationally

inferable from the letter or the purpose of the underlying
agreenent,” regardless of any alleged error of fact or |[|aw

2



Execut one, 26 F.3d at 1320. I n determ ni ng whether an arbitrator
exceeded his jurisdiction, all doubts nust be resolved in favor of

arbitration. Valentine Sugars, Inc. v. Donau Corp., 981 F.2d 210,

213 (5th Gr. 1993).

Pfeifle presents a conpelling argunent under Maga that,
because the parties excluded i ndirect danmages, all that remains are
general damages which nust be calculated as of the date of the
br each. Under this reasoning, no subsequent trading |osses are
recoverable, even if they are the proximate result of the breach.
Pfeifle reasons that, just as the subsequent gains at issue in Maga
were not recoverable as general danmages, the |osses Chenoil
incurred are not conpensable in this case.

As we are not reviewng a nerits judgnent from a federal
district court, but an order confirmng an arbitration award,
Pfeifle nust establish that his claim falls wthin one of the
hi ghly circunscri bed grounds for vacatur of an arbitration award.
Pfeifle advances only one such ground as the basis for vacatur,
that the arbitrators “exceeded their powers” in awarding
consequenti al damages. We conclude that he has not established
that vacatur is warranted in this case.

As a threshold matter, Pfeifle’'s claimis difficult if not
i npossible to evaluate in Iight of the necessarily sparse record on
appeal in arbitration cases. In this particular case, the
arbitrators’ award is largely devoid of explanation or analysis.
Regardi ng damages, the arbitrators stated only that “[a]s to the
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breach of the Contract for opening new positions which required new
margin on and after GOCctober 12, 2000, Chenvil is entitled to
damages” and concl uded that “[b]ased on the evidence presented at
the hearings, the amount of those damages is found to be
$1,000,000.” In light of these bald findings, Pfeifle s theory

that the damages necessarily account for consequential trading

| osses is conjectural at best.

Further, Pfeifle's legal argunent, that general damages
account only for difference-in-val ue damages and nust be cal cul at ed
as of the instant of breach, has never been applied to the type of
breach at issue inthis case, i.e., the violation of a direct order
to refrain from trading. In Mga and other cases that Pfeifle
cites, the general difference-in-value damges were easy to
cal cul at e: The “goods” prom sed were the options at the price
fixed in the enploynent agreenent; the breach occurred when the
enployer failed to deliver the prom sed goods on the date the
enpl oyee sought to exercise the options. Both the anmount of
general damages and the tinme for calculating those danages were
readily determ nable. These cases are not truly anal ogous to the
situation presented in the instant case, however.

According to the arbitrators, Pfeifle breached the agreenent
when he engaged in risky, unauthorized trades that resulted in
substantial margin calls, allegedly causing some $9 mllion in

| osses to Chenpil. Yet the arbitrators awarded only $1 mllion in



damages. Stated sinply, we cannot determne fromthe arbitrators
decision what, if any, rationale produced their award.

Al t hough the arbitrators were wthout authority to award
i ndi rect damages, they were not required to justify, explain, or
ot herwi se give reasons for the damages that they did award. See,

e.q., Valentine Sugars, Inc., 981 F.2d at 214 (“Arbitrators need

not provide reasons for their award.”); Anderman/Smith Qperating

Co. v. Tennessee Gas Pipeline Co., 918 F.2d 1215, 1219 n.3 (5th

Cr. 1990)(“[A]rbitrators are generally not even required to
di scl ose or explain the reasons that underlie their decision.”)

Unli ke the arbitrator in Delta Queen Steanboat Co. v. District 2

Marine Engineers Beneficial Ass’n, 889 F.2d 599 (5th Gr. 1989),

t he panel here did not expressly award damages for | ost profits or
trading losses in violation of the arbitration agreenent. Even
t hough Pfeifle speculates that, in his case, the arbitrators nust
have awarded trading |osses, there is nothing in their decision

akin to the finding of “carel essness” in Delta Queen to support his

deduction. Delta Queen Steanboat Co., 889 F.2d at 604. G ven the

“extraordi nary deference” owed to decisions of arbitrators and the
rule that any doubts nust be resolved in favor of arbitration,
Pfeifle’ s argunent fails.

Finally, and perhaps nost inportantly, evenif the arbitrators
incorrectly cal cul ated the danage award, an arbitrator’s erroneous
interpretation of law or facts is not a basis for vacatur of an

awar d. See El Dorado Sch. Dist. No. 15 v. Cont'l. Cas. Co., 247

5



F.3d 843, 847 (8th GCr. 2001)(“Qur disagreenent wth an
arbitrator’s interpretation of the lawor determ nation of facts is
an insufficient basis for setting aside his award.”); Wdell v.
Wif, 43 F.3d 1150, 1151 (7th Cr. 1994)(“Over and over we have
held that arbitrators’ errors —even clear or gross errors —do
not authori ze courts to annul awards.”) (internal citationomtted).
Courts consistently enphasi ze the narrowness of judicial review of
arbitration awards, describing it as “anong the narrowest known to

the law,” ARW Exploration Corp. Vv. Aguirre, 45 F.3d 1455, 1462

(10th Gr. 1995)(quotations omtted), and caution that “when they
contract for arbitration, parties should be aware that they get
what they bargain for and that arbitration is far different from
adj udication.” El Dorado, 247 F.3d at 847 (internal quotations
omtted). Even if Pfeifle’ s interpretation of Texas contract |aw
is correct, he has not explained how this warrants vacatur.
“Courts . . . do not sit to hear clains of factual or legal error
by an arbitrator as an appellate court does in review ng deci sions

of lower courts.” United Paperworkers Int’'l Union v. Msco, Inc.,

484 U.S. 29, 38 (1987).

Gven our standard of review and the fact that the
arbitrators’ decision does not expressly recogni ze or account for
consequential damages, their award is “rationally inferable.”
Therefore, the order of +the district court <confirmng the
arbitration award in favor of Chenoil Corporation is, in all

respects,



AFF| RMED.



