
The United States Supreme Court decided 
several significant employment law cases 
during the 2006 Term.  The Court’s opin-
ions address a number of topics, from the 
statute of limitations in cases alleging dis-
criminatory pay practices, to the exempt sta-
tus of home care aides under U.S. Depart-
ment of Labor regulations. There presently 
are three important cases on the docket for 
next Term, summarized below. The Court 
may add more cases to the docket as the new 
Term approaches in October 2007).  

Cases Decided (in Chronological Order)

Norfolk Southern Railway Co. v. Sorrell 
(January 10, 2007)

This case arises under the Federal Employ-
ers’ Liability Act (FELA), which makes a rail-
road liable for an employee’s injuries “result-
ing in whole or in part from [the railroad’s] 
negligence,” Thus, FELA provides railroad 
employees with benefits normally obtained 
under workers’ compensation laws. Timothy 
Sorrell was injured while working for the 
petitioner railroad (Norfolk).  He sought 
damages for his injuries in Missouri state 
court under FELA.  A jury awarded him $1.5 
million after trial, which was affirmed  
on appeal.

The issue for the Supreme Court was the 
standard applied to define “negligence” and 
“contributory negligence.”  FELA reduces 
any damages awarded to an employee “in 
proportion to the amount [of negligence] at-
tributable to” the employee. Under Missouri 
law, different causation standards apply 
to whether the railroad was negligent and 
whether the employee was “contributorily” 
negligent. Railroad negligence depends on 

whether the railroad’s negligence “contrib-
uted in whole or in part” to the injury.  On 
the other hand, an employee’s contributory 
negligence depends on whether the employ-
ee’s conduct “directly contributed to cause” 
the injury. 

The Supreme Court reversed the judgment 
and sent the case back to Missouri courts.  
The Court held that courts should apply 
the same causation standard to railroad 
negligence and contributory negligence. The 
Court based its decision on the prevailing 
common-law view at the time FELA was 
enacted that the causation standards for 
negligence and contributory negligence were 
the same.  The Court noted that Congress 
did not include in the statute any intention 
to depart from the common law rule. The 
Court declined to announce what causation 
standard was appropriate, simply concluding 
that whatever standard was applied must be 
applied to employer and employee negligence.  

Philip Morris USA v. Williams (Febru-
ary 20, 2007)

The Philip Morris case concerned constitu-
tional limits on punitive damages.  Al-
though it was not decided in the context 
of an employee dispute, the decision has 
significant repercussions in employment 
law cases.  A jury found that Jesse Williams’ 
death was caused by smoking and that 
Philip Morris, the entity that manufactured 
the cigarettes he favored, knowingly and 
falsely led him to believe smoking was safe. 
The jury awarded Williams’ estate $821,000 
in compensatory damages and $79.5 million 
in punitive damages.  The Oregon courts 
upheld the award.

Philip Morris argued that the punitive dam-
ages award was inappropriately based on 
conduct directed not only at Williams, but 
also at all other victims of Philip Morris’ 
“deceit.”  Philip Morris argued that the jury 
punished Philip Morris based on its alleged 
deceitful conduct towards smokers other 
than Williams because Williams’ lawyer 
argued to the jury that it should consider 
the other smokers affected by Philip Morris’ 
conduct.  The trial court refused to instruct 
the jury that punitive damages may be 
awarded only to punish the defendant for its 
conduct towards the plaintiff actually before 
the court.

The Supreme Court concluded that due 
process prohibited the jury from awarding 
Williams punitive damages for conduct 
directed towards those who were not parties 
to the lawsuit.  Therefore, it reversed the 
Oregon Supreme Court.  

This case will affect punitive damage awards 
in state and federal court in all types of 
cases.   For example, in a sexual harassment 
case, the plaintiff will not be awarded puni-
tive damages based on an alleged harasser’s 
conduct towards other employees.  Courts 
will be required to carefully instruct juries 
to disregard such evidence when awarding 
punitive damages.

Beck v. PACE International Union (April 
24, 2007)

Crown Vantage, Inc. went into bankruptcy.  
The Company’s board of directors con-
sidered whether to terminate a number 
of ERISA-qualified defined benefit pen-
sion plans by purchasing annuities.  PACE 
International Union, which represented 
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employees covered by many of the plans, ob-
jected and proposed merging the plans with 
a pre-existing multi-employer plan. Crown 
decided to terminate the plans and purchase 
the annuities.

PACE sued Crown in bankruptcy court, 
claiming that Crown’s board breached its 
fiduciary duties under the Employee Retire-
ment Income Security Act (ERISA), and the 
bankruptcy court agreed.  Beck, the bank-
ruptcy trustee, appealed. The Ninth Circuit 
reasoned that the decision to terminate the 
plan was a business decision not subject to 
ERISA fiduciary obligations.  However, the 
Ninth Circuit also held Crown breached its 
fiduciary duty by failing to consider  
the merger. 

The Supreme Court held that Crown did 
nothing wrong.  The Court’s decision pri-
marily is based on the fact that ERISA pro-
vides for only two options when terminating 
a plan: purchasing annuities, as Crown did, 
or a lump sum distribution.  The Court 
agreed with the Pension Benefit Guaranty 
Corporation, the federal agency that regu-
lates pension plans, that merger is not an 
authorized form of plan termination.

Ledbetter v. Goodyear Tire & Rubber 
Co., Inc. (May 29, 2007)

Lilly Ledbetter claimed Goodyear discrimi-
nated against her based on her sex by setting 
her pay lower than male counterparts.  As 
a result, her pay continued to be lower over 
time. Years after the allegedly discriminatory 
pay decisions, she brought a claim of sex 
discrimination under Title VII of the Civil 
Rights Act of 1964.  Title VII requires plain-
tiffs to file administrative charges within 
180 days of the discriminatory decision in 
some states, and within 300 days in others 
(deferral states). But Ledbetter argued that 
each paycheck was a new discriminatory 
decision to pay her, based on the initial 
discriminatory setting of her pay.

The Supreme Court held (5-4) that the 
EEOC charge was untimely. Reviewing its 
prior decisions on the issue, the Court held: 

“The EEOC charging period is triggered 
when a discrete unlawful practice takes 
place. A new violation does not occur, and 
a new charging period does not commence, 
upon the occurrence of subsequent nondis-
criminatory acts that entail adverse effects 
resulting from the past discrimination.  
But of course, if an employer engages in a 
series of acts each of which is intentionally 
discriminatory, then a fresh violation takes 
place when each act is committed.”

Long Island Care at Home, Ltd. v. Coke 
(June 11, 2007)

Evelyn Coke was employed by Long Island 
Care at Home.  She was a home-care com-
panion to elderly patients.  Long Island Care 
at Home did not pay Coke minimum wages 
or overtime, relying on the U.S. Depart-
ment of Labor’s application of an exemption 
in the Fair Labor Standards Act.  In 1974, 
Congress amended the FLSA to provide cov-
erage for “employees in domestic service.” 
However, the 1974 amendments exempted 
casual babysitters and companions to the 
elderly or infirm. That section provides that 
its terms are to be “defined and delimited by 
regulations” prescribed by the Secretary of 
the Department of Labor. 

The DOL issued regulations stating that 
“[e]mployees who are engaged in providing 
companionship services . . . and who are em-
ployed by an employer or agency other than 
the family or household using their services, 
are exempt from the Act’s minimum wage 
and overtime pay requirements.”

Coke sued Long Island Care at Home, 
claiming she was non-exempt and entitled 
to minimum wages and overtime.  To do so, 
she had to defeat the DOL’s regulation.  The 
Second Circuit agreed with Coke that the 
DOL’s regulation was invalid.  The Supreme 
Court disagreed, however, holding that the 
DOL properly exercised its authority to 
issue regulations interpreting the FLSA.  
Therefore, Coke was properly classified  
as exempt.

California’s wage-hour laws may have dic-

tated a different result in this case.   Em-
ployers operating in the home health field 
should consult experienced employment 
counsel regarding the appropriate classifica-
tion of home health employees for overtime 
purposes.  

Davenport v. Washington Education As-
sociation (June 14, 2007)

The National Labor Relations Act permits 
states to regulate their labor relationships 
with public employees. Many states (includ-
ing Washington in this case) authorize pub-
lic-sector unions to negotiate agency-shop 
agreements that entitle a union to levy fees 
on employees who are not union members, 
but whom the union represents in  
collective bargaining. 

The First Amendment prohibits public-
sector unions from using objecting non-
members’ fees for ideological purposes not 
germane to the union’s collective-bargaining 
duties. Unions therefore must observe vari-
ous procedural requirements to ensure that 
objecting nonmembers can keep their fees 
from being used for such purposes. 

Washington voters approved an initiative 
requiring a union to obtain the nonmem-
bers’ affirmative authorization before using 
their fees for election-related purposes. 
Davenport sued the Washington Education 
Association (WEA), claiming the union was 
using fees for political activity in violation  
of the initiative.  The WEA challenged  
the initiative. 

The Washington Supreme Court ulti-
mately held that the initiative violated the 
First Amendment because it regulated the 
expenditure of funds on political issues. The 
Supreme Court disagreed.  The Court rules 
that states can require unions to obtain 
its members’ affirmative consent to spend 
agency fees on political activities.

Pending Cases

Federal Express Corporation  
v. Holowecki 
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In the upcoming Term, the Court will 
consider what constitutes a “charge” of dis-
crimination sufficient to satisfy the Age Dis-
crimination in Employment Act (ADEA)’s 
requirement that a plaintiff must first file 
such a charge with the Equal Employment 
Opportunity Commission.  The Second 
Circuit held that plaintiff Patricia Kennedy 
satisfied the requirement of filing a charge 
by submitting an EEOC Intake Question-
naire, plus a four-page verified affidavit 
detailing her claims of age discrimination. 
The EEOC did not prepare a formal charge, 
investigate the claim, or send notice to the 
employer.  The Court of Appeals opined that 
Holowecki had done enough to satisfy the 
“exhaustion” of administrative remedies 
requirement.

Hall Street Associates, L.L.C. v.  
Mattel, Inc. 

This is not an employment law case, but it 
will have an impact on arbitration agree-
ments in employment law matters.   The 
parties’ arbitration agreement in this com-
mercial dispute provided that the courts had 
the power to vacate or modify an arbitrator’s 
decision when “the arbitrator’s conclusions 
of law are erroneous.”  The Ninth Circuit 
held this provision is invalid under the 
Federal Arbitration Act because that law 
specifies arbitration awards may be vacated 
or modified only in limited circumstances, 
such as fraud or arbitrator bias.

Sprint/United Management Company 
v. Mendelsohn

In this matter, the Supreme Court will 
decide whether “me-too” evidence of 
discrimination is admissible at trial.  Ellen 
Mendelsohn sued her former employer 
Sprint/United Management Company 
(Sprint), alleging Sprint unlawfully dis-
criminated against her on the basis of age in 
violation of the ADEA.  Mendelsohn alleged 
she was selected for termination on account 
of her age during a company-wide reduction 
in force (RIF).  

A jury decided the case in favor of Sprint.  
But Mendelsohn successfully argued to the 
Tenth Circuit Court of Appeals that the trial 
court improperly excluded evidence that 
Sprint discriminated against other employ-
ees during the same layoff.  Sprint argued 
that only alleged discrimination against 
“similarly situated” employees – those 
supervised by the same decisionmaker as 
Mendelsohn – was admissible.  Most courts 
have held that such proof, called “me-too” 
evidence, is inadmissible, or admissible only 
under limited circumstances.

Conclusion

The decisions of the United States Supreme 
Court often have far-reaching consequences 
for California employers.  This column will 
provide analyses of the most significant  
employment-related cases as they are 
decided.  Employers interested in learning 
more about workplace law matters may 
obtain additional information from  
http://shawvalenza.com.  


