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SUMMARY

The United States Court of Appeals for the Second Circuit held that distribution agreements between a
bakery distributor and single-employee corporations formed by delivery drivers were "contracts of
employment" under § 1 of the Federal Arbitration Act. The court concluded that requiring the drivers
to adopt a corporate form did not remove them from the transportation-worker exemption, given that
they personally performed the same delivery work and were required to guarantee performance. The
court vacated the district court's order compelling arbitration and remanded for further proceedings.
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QUESTIONS PRESENTED

1. Whether the interlocutory appeal was properly accepted under 28 U.S.C. § 1292(b).

2. Whether distributor agreements signed by individual transportation workers on behalf of corporations
they were required to form are contracts of employment within the transportation-worker exception in §
1 of the Federal Arbitration Act.

3. Whether the § 1 exception may be avoided merely because the formal contracting parties are business
entities rather than the individual workers.

HOLDINGS

1. The interlocutory appeal was properly accepted because the district court's order involved a controlling
question of law with substantial grounds for difference of opinion and resolution of the question could
materially advance the litigation.

2. The distributor agreements are contracts of employment within the meaning of § 1 of the FAA because
they are contracts under which individual transportation workers perform work in interstate commerce,
notwithstanding their independent-contractor language and corporate form.

3. An agreement does not fall outside the § 1 exception merely because it is signed by business entities;
courts must examine the substance of the relationship and the work performed.

KEY QUOTATIONS

“As such, we hold that the distributor agreements are “contracts of employment” within the meaning of § 1.”
(2)

“We decline to allow employers to circumvent Congress’s exception of transportation workers from the FAA’s
reach by requiring those workers to take the corporate form.” (20)

FACTUAL BACKGROUND

Silva and Rothkugel worked as commercial truck drivers delivering baked goods for Schmidt through a staffing
agency and were initially classified as W-2 employees of that agency. Schmidt required them to form single-
employee corporations and sign distributor agreements with Schmidt as a condition of continuing the same
delivery work. The agreements included mandatory individual arbitration provisions, personal guarantees for
performance, and language characterizing the relationship as independent contracting. The drivers' work
remained substantially unchanged after incorporation, consisting of transporting baked goods from Schmidt's
warehouse to retail outlets, unloading the goods, and stocking store shelves.

PROCEDURAL HISTORY

Silva and Rothkugel filed a putative class action in Connecticut Superior Court alleging violations of
Connecticut wage and overtime laws. Schmidt removed the action to the District of Connecticut and moved to



compel arbitration under distributor agreements. The district court granted the motion, rejecting the argument
that the agreements were contracts of employment exempt from the Federal Arbitration Act. The district court
certified an interlocutory appeal under § 1292(b), and the Second Circuit granted leave to appeal, vacated the
district court's judgment, and remanded.

DISPOSITION

vacated

REMAND INSTRUCTIONS

The district court must conduct further proceedings consistent with the Second Circuit's conclusion that the
distributor agreements are contracts of employment exempt from the FAA under § 1.
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