UNITED STATES COURT OF APPEALS FOR THE SIXTH CIRCUIT

Curtis Etherton v. Service First Logistics, Inc.

No. No. 19-1362, United States Court of Appeals for the Sixth Circuit (March 30, 2020)

SUMMARY

Res judicata (claim preclusion) barred former employees' FLSA overtime claims against their
employer because they arose from the same employment relationship as a prior state-court non-
compete suit, could have been raised as counterclaims, and the parties stipulated to dismiss "all claims
... which could have been raised." Applying Michigan's transactional test, the Sixth Circuit held that
the employees' duties and compensation were intertwined with the non-compete agreement, making
the two suits a convenient trial unit. The dissent argued the overtime claims (based on conduct during
employment) and the non-compete claims (based on post-employment conduct) involved separate

transactions.
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QUESTIONS PRESENTED

1. Whether res judicata bars Etherton and Fuller from bringing their overtime claims after they settled a

prior state court action brought by Service First for non-compete violations.
HOLDINGS
1. Res judicata bars the overtime claims because they arise from the same transaction as the non-compete

claims under Michigan's transactional test.

KEY QUOTATIONS

“Applying Michigan's transactional test here, we likewise find that res judicata bars Etherton's and Fuller's

overtime claims.” (at 6)

“res judicata 'bars not only claims already litigated, but also every claim arising from the same transaction

that the parties, exercising reasonable diligence, could have raised but did not."” (at 4)

“by considering whether the facts are related in time, space, origin or motivation, [and] whether they form a
convenient trial unit.” (at 5)

FACTUAL BACKGROUND

Service First Logistics hired Curtis Etherton and Chad Michael Fuller as freight brokers. After the company
demoted them in fall 2016, they left to work for a competitor. Service First sued them in state court for violating
non-compete agreements and misappropriating trade secrets. The parties settled, dismissing with prejudice all
claims and counterclaims. Forty-two days later, Etherton and Fuller sued Service First and its CEO in federal
court for unpaid overtime under the Fair Labor Standards Act and the Michigan Workforce Opportunity Wage
Act.

PROCEDURAL HISTORY

Service First sued Etherton and Fuller in Michigan state court for violating non-compete agreements and
misappropriating trade secrets. The parties settled, dismissing with prejudice all claims and counterclaims.
Forty-two days later, Etherton and Fuller sued in federal court for unpaid overtime under the FLSA and

Michigan law. The district court granted summary judgment to Service First on res judicata grounds.
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