
Counterclaims not raised in
prior suit filed by employer

By Eric T. Berkman 

Sales executives who had been sued by their
former employer in state court for violating
their non-compete agreements were preclud-
ed from suing the employer in federal court
for unpaid overtime, a U.S. magistrate judge
has found. 

The employer argued that the employees’
claims — which had been litigated in state
court as a defense to the employer’s non-com-
pete claim — were barred by the Massachusetts
state court rule regarding compulsory counter-
claims.

Chief Judge Leo T. Sorokin agreed.
“[These] claims arise from facts related to

— and, in some instances, facts specifically
explored in — the [state court] action, based
on the affirmative defenses raised there by the
plaintiffs,” Sorokin said, granting summary
judgment for the employer. “As such, pursuant
to Massachusetts law, the plaintiffs’ … claims
were compulsory counterclaims that should
have been asserted in the [state court] action.”

Sorokin also found that the employees were
collaterally estopped from bringing claims for
unpaid commissions and bonuses since the
merits of those claims had also been litigated
as defenses in the state court action.

The 15-page decision is Brennan, et al. v.
Sentient Jet, LLC, Lawyers Weekly No. 02-234-
13. The full text of the ruling can be found at
masslawyersweekly.com.

Equal treatment
C. Max Perlman, who represented the em-

ployer, said that despite the array of statutory
protections enjoyed by employees, Brennan
stands for the proposition that, “under the
rules of civil procedure, all litigants are treat-
ed equally.”

The case also sends an important message

that defendants in non-com-
pete cases should be consid-
ering not just their defenses,
but all appropriate counter-
claims at the outset of the
case, said Perlman, who prac-
tices at Hirsch, Roberts, We-
instein in Boston. “Other-
wise, they may lose them to a
ruling like this.” 

Boston employment
lawyer Brian P. Bialas, who
frequently writes on issues
related to non-compete agree-
ments, agreed, calling the deci-
sion a good reminder that when a non-com-
pete case is filed employees need to be just as
ready to litigate as employers.

“If an employee is going to argue that the
employer didn’t hold up its end of the non-
compete or another employment agreement,
those breach claims against the employer
should be filed in that very case or they might
be lost forever,” the Foley Hoag attorney said.

Bialas also said the principle comes up fre-
quently when an employer files a non-com-
pete suit and asks the court to use its equitable
power to issue a preliminary injunction.
Courts often will decline to issue injunctions
when employees argue that the employer
breached the non-compete by failing to pay
proper compensation, he said.

“But after the preliminary injunction stage,
the employee must remember to file any
counterclaims he has against the employer
that are based on the employment relation-
ship in that case,” Bialas said. “Judge Sorokin’s
decision shows that waiting to file in a differ-
ent court at a different time might not work.”

Russell Beck of Beck, Reed, Riden in
Boston frequently handles non-competition
disputes. He said the case provides a caution-
ary tale for employers as well. 

One of the key goals for lawyers in drafting
non-compete agreements is to anticipate and

head off all possible defenses,
he said. Compensation is usual-
ly identified as at least one ele-
ment of consideration for such
an agreement, but that always
gives employees a potential de-
fense:  the failure to pay com-
pensation as agreed.

Accordingly, Beck said, em-
ployers should consider
whether they can provide suf-
ficient consideration by way of
a significant sign-on bonus,

discretionary bonus, stock grant
or some other consideration,

and then using compensation as additional
consideration.

“My view is that the best approach is [for
employer’s counsel] to draft the agreement to
identify all consideration, including compen-
sation, that is in fact going to be provided and
then inform [the employer] that it must pro-
vide the consideration, which includes ensur-
ing that the employee is properly classified
and paid,” Beck said.

John W. Davis of Davis & Davis in Boston
represented the plaintiffs. He could not be
reached for comment prior to deadline.

Non-compete agreement
Plaintiffs Kevin Brennan and Darryn

Mackenzie worked as sales executives for de-
fendant Sentient Jet, LLC, a company that
arranges charter jet services.

In 2008, the plaintiffs signed non-competi-
tion agreements that restricted their solicita-
tion of the employer’s customers and vendors
for a year after their resignation.

The non-compete clause stated that em-
ployees were signing in consideration for
their employment and the compensation paid
to them by the employer.

The plaintiffs resigned from Sentient on
Feb. 3, 2012, and immediately joined a direct
competitor, Apollo Jets.

On March 12, 2012, the employer sued the
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plaintiffs in state court alleging breach of
their non-competes, misappropriation of
trade secrets and intentional interference
with business relations.

The plaintiffs asserted no counter-
claims, but as part of their defense they
argued that their non-compete agree-
ments were based on the employer’s al-
leged failure to compensate them as re-
quired by their employment agreement.

Specifically, they claimed that Sentient
failed to pay commissions and bonuses
due at the time of their resignation.
They also claimed that the employer
failed to pay overtime.

Those defenses were brought up at
trial, and the plaintiffs had the opportu-
nity to cross-examine Sentient’s human
resources director about her testimony that
they had received all compensation they were
due.

The trial judge also instructed the jury that
if it found the employer had indeed failed to
pay the plaintiffs under the terms of their
contract, it could not recover for breach of the
non-competition agreements.

On Dec. 19, 2012, the jury returned a ver-
dict in favor of the employer.

The previous July, while Sentient’s state
court action was pending, the plaintiffs filed
a complaint against Sentient in federal Dis-
trict Court alleging that the employer violat-
ed the Fair Labor Standards Act and Massa-
chusetts wage laws by failing to pay overtime.
They also filed claims based on the employ-
er’s alleged failure to pay commissions and
bonuses it owed them.

The employer filed for summary judgment,
arguing that the plaintiffs were collaterally
estopped from bringing the claims for com-
missions and bonuses because that issue had
been fully litigated in state court. 

Sentient also contended that the plaintiffs
were precluded from bringing the overtime

claims because they had failed to do so as
compulsory counterclaims in the state court
action as required by Massachusetts law.

Compulsory counterclaim
Sorokin rejected the plaintiffs’ argument

that they were not required to assert their
overtime claims as counterclaims in the state
court action because they were neither based
on the same set of facts nor logically related
to the claims litigated in state court.

“The plaintiffs [contend] that the two ac-
tions involve different contracts, one of which
governed the parties’ actions before the plain-
tiffs resigned, while the others (i.e., the non-
competition agreements) governed their be-
havior thereafter,” the judge said.

However, Sorokin continued, questions re-
lated to the hours the plaintiffs worked and
whether they were entitled to overtime wages
were logically related to the compensation
questions explored in the state court action
and incorporated into the non-compete
agreements.

“Moreover, the plaintiffs touched on such
issues — in particular, their claims that they
were required to work more than forty hours
each week, and to be on call twenty-four
hours each day — throughout the [state
court] action,” the judge said.

Sorokin likened the situation to a case from

Ohio in which the 6th U.S. Circuit Court of
Appeals deemed an employee’s federal claims
regarding unpaid overtime logically related to
his claims in a previous state court action al-

leging that he had been overpaid and
had failed to repay loans the employer
had extended him while he worked
there.

“In part, the decision in [the Ohio
case] resulted from the court’s conclu-
sion that both sets of claims arose from
the ‘employment relationship’ between
the parties, notwithstanding the fact that
the conduct at issue in each action
spanned different time periods,” the
judge said. “The court also noted that
any award of overtime pay to the em-

ployee should have been raised in the state-
court action because it ‘would have been
credited against’ the damages claimed by the
employer.”

Sorokin found the Ohio court’s reasoning
persuasive. Its conclusion that separate trials
of the parties’ claims would subject the parties
and the court to duplication of time and ef-
fort “applies with equal force” in Brennan, he
added. “As such, pursuant to Massachusetts
law the plaintiffs’ remaining claims were com-
pulsory counterclaims that should have been
asserted in the [state court] action.”

He similarly found that the plaintiffs’
claims stemming from the alleged unpaid
commissions and bonuses were precluded by
the doctrine of collateral estoppel.

“Two central questions are presented here,”
Sorokin said. “First, are the issues raised in
this action regarding the plaintiffs’ commis-
sions and bonuses identical to issues litigated
in the [state court] action? Second, if so, were
those issues essential to the jury’s verdict in
the [state court] action?”

Based on the record, the answer to both
questions was “yes,” he said. MLW
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“Judge Sorokin’s decision shows
that waiting to file in a different
court at a different time might 
not work.”

— Brian P. Bialas, Boston


