LOUISVILLE & NASHVILLE RAILROAD (Δ) V. MOTLEY (Π)  (09/16/2005)

(PG 203 - “I’D LOVE TO GIVE YOU YOUR FREE R/R PASS, BUT IT’S AGAINST THE LAW!” CASE)


Breach of K

Motley

-------------------- >
Railroad
Act of 1906
 < --------------------

(1) Act does not apply

(2) Act violates due process – 5th amend

-------------------- >

1. Π’s were in a train wreck and in lieu of them suing the Δ, the Δ gives them annual ‘ride the train free’ passes
2. Δ stops giving Π the passes b/c of the Act of 1906, which forbid the railroads from giving any free passes (this helped the railroad barrons)
3. If there is a conflict b/t the 1906 Act and the contract law of ‘XYZ’ state, which prevails?

1) The fed law prevails b/c of Art. VI – Supremacy Clause
4. Π sues Δ;  their claim is ‘breach of contract’;  they seek the equitable remedy of ‘specific performance’
5. Δ assert the defense of Federal Act of 1906
1) The Δ says to Π, b4 1906 Act, Π had state contract law, the Δ had nothing – had to give passes

2) After 1906 Act, Δ has fed statute – can’t give passes b/c of Art. VI

6. Π makes two responses

1) Act doesn’t apply b/c it:

(1) Shouldn’t be applied retroactively

(2) It’s not a ‘free’ pass to them!  The consideration they gave was not suing the Δ.  There was a K there
2) The statute is unconstitutional b/c it violates the due process clause of the 5th Amendment – beyond the power of the Congress to pass 

7. Case originally brought in KY Fed court
8. Π won in trial court; Δ appeals directly to SCt
9. The SCt itself brings up the Subj Matter Jurisdiction (SMJ) issue
1) No litigant noticed that there was a problem w/ SMJ
2) ( Coleman v. Frierson  Under Rule 12(h), a Rule 12(b)(1) motion (dealing w/ SMJ is never waived; can be brought up at any time at any point in the trial)
3) So important b/c of federalism – such a big problem for a fed court to exer power that a state court s/h exercised, that the fed courts will fix this problem whenever it appears

4) Question b4 the SCt is whether the case arises under Fed law w/in the meaning of §1331 – the answer to that question is NO
10. So now we ask if there is SMJ? – NO 
11. Only possible basis of SMJ is federal question – Is it a case arising under federal law? 

1) Note: Can’t use diversity here b/c both in KY

12. Got to now look under Art III, Sect 2 and see if it allows you to bring cases arising out of federal law into federal court – YES it does allow it (on the list) 
13. Even though the SCt therefore never has to address the following question, Rogazzo does anyway - Is there a federal question under the Constitution?
1) YES under Osborne v. U.S., where the SCt held that a case arises under federal law w/in the meaning of the Constitution if there is any fed ingredient anywhere in the case 
2) There’re two ingredients in this case:
(1) The Act of 1906, and

(2) Does the 5th amend make the statue illegal

14. ??? This case only examines whether it arises under fed law w/in the meaning of §1331.  Always remembers those tests are diff, even though the language of the two provisions is nearly identical
15. ( Why does this case not arise under fed law w/in of §1331?
1) For a case to arise under fed law w/in the meaning of §1331 The Π’s own claim must arise under fed law, not the Δ’s, nor in Π’s response to the Δ’s defenses 
2) So even though this case arises under fed law w/in the meaning of the Constitution (b/c of the Osborne case which, since everybody knew, no one argued about it), the case does NOT arise under fed statutory law w/in the meaning of §1331
3) Most cases can be handled “What sovereign created your claim?  Did a state one create it, or a federal one?”

(1) Who created the breach of K claim for Π?  Either the state legislature or a dec’n of a state judge

(2) So, since state sovereign created Π’s right for breach of K, your claim arises out of state law w/in the meaning of §1331, and nothing that happens later matters
16. Is this matter better handled by a state court?  Does anyone argue that this is a breach of K claim in this case?

1) Δ’s have already admitted that they breached the K

2) Only two things people are arguing over are numbered in the diagram above.  Both of those arguments are federal questions, not state ones.  Wouldn’t a fed court be the better court to address this?
17. So why is this case better heard in the state court?
18. This case is unusual in that there is no debate over the Π’s breach of K claim

1) Most cases like this will have many ‘fighting issues’ on whether the state law claim is a winner, and there will usually be state law defenses to the state law claim as well as fed defenses 

2) ((( SCt says that if we allowed this, that anytime somebody raised any fed defense we let their  case into fed court (even if 99% was about state law), there would be tremendous problems of federalism – fed courts would be handling/trumping state laws
19. SCt is faced w/ either two choices

1) A quick and dirty ‘bright line’ test, or 

2) Examine each case on a case by case basis to see what their really fighting about
(1) Obviously this would be a huge efficiency problem

(2) Sometimes the parties might not even know what they’re really fighting about – it could take a long time to determine that

20. ((( SCt chose the quick & dirty bright line test:

1) Whether a case arises under fed law w/in meaning of §1331 depends upon whether the Π’s own claim arises under fed law 
2) So, although there is Constitutional jurisdiction, there is NOT statutory jurisdiction, and therefore, the case is dismissed for lack of SMJ

21. Although Art III and §1331 use very similar language in terms of granting jurisdiction under cases arising under fed law, §1331 gets a much narrower construction .  We’re asking the question for diff purposes
1) Art III

(1) We’re asking the question: What is the permissible outer bound of Congresses power?
2) §1331
(1) Being much narrower makes it easier to amend;  Congress could change it whenever they wanted

(2) We’re asking the question:  What cases will the federal courts actually be able to hear starting tomorrow?
3) It makes sense, if you view it under the broader vision as to what Congress has the power to do then if we’re thinking about what Congress has actually done
4) This is similar to 1652 (RDA; asking a federalism question; when should fed law prevail over state law in a diversity case) not being the same as 2072 (REA; asking a separation of powers question; what kind of rules do the SCt have the power to make essentially via a delegation by Congress)

(1) B/c we ask the question for a diff purpose, it is not crazy that we might not get a diff answer to the question 

22. What if Δ had gotten to court first and sought a Declaratory Judgment against the Π in fed court, that they didn’t have to comply w/ K b/c Act of 1906 precludes it.  Would there have been SMJ of this DJ action?
1) First things first, would there have been a ‘case or controversy’ if they had brought this DJ action?  
(1) Of course!  Anytime you send someone a letter saying you’re not going to do something, and they send you a letter back saying you better do it or we’re going to sue you, that’s a ‘case or controversy’
2) However, this case also would NOT arise under federal law w/in the meaning of §1331.  Why?
(1) B/c SCt says that the DJ Act changes nothing – only lets you get into court b4 somebody has violated your rights (or vice versa)
(2) To get a DJ action in under §1331 you would’ve had to be able to get the underlying case in if it had actually been brought
i. If you couldn’t have got this breach of K action in, then you can’t get in asking for that DJ action about how that breach of K would have come out, had it been brought
3) Makes sense b/c our reason for not allowing the Π’s case in is we think most cases that have this format are more about state law than fed law, that’ll be equally true of the DJ action as it would be of the real action.  

(1) So if won’t let the real action in, why would we let the DJ action in, if it’s our judgment that kind of case belongs in state court
23. ( DJ action changes nothing about SMJ.

1) If the real case had been brought for real relief, could that case have been brought in fed court?

2) Since Π can’t sue the Δ for breach of K in fed court under fed question grounds, the Δ can’t get a DJ that that breach of K case is a loser in fed court under fed question grounds 
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