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California Supreme Court Decides Sav-On: No Changein Overtime Class Action Cases

Today, the California Supreme Court handed down its long-awaited and much-anticipated decision in
Sav-On Drugstores vs. Superior Court. Many employers had hoped that today's decision would make it more
difficult for plaintiffs lawyers to file overtime class action lawsuits. Unfortunately, there is little in the Sav-On
decision to make employers happy. While the Supreme Court stated that it was only following well-established
principles, the practical effect of the decision may well be to affirm that overtime class actions are relatively
simple to file and get certified. The Supreme Court's analysis will require many employers to rethink their
litigation strategy for opposing class certification motions.

The gist of plaintiffs claims was that Sav-On had misclassified as exempt from the overtime laws its
Operating Managers and Assistant Managers. The trial court granted plaintiffs motion for class certification,
finding that based on the evidence before it, there were predominant common questions of fact and law.

The employer appealed to the Court of Appeal which reversed the trial court decision. Looking at the
same evidence that had been before the trial court, the Court of Appeal decided that because the actual activities
performed by the OMs and AMs and the amount of time spent by each OM and AM on exempt activities varied
significantly from store to store, and individua to individual, no meaningful generalizations about the
employment circumstances about the managers could be made. In contrast, the Supreme Court concluded that
the actual duties or tasks performed by the employees was not disputed. What was disputed was the amount of
time the various managers spent performing those duties, and whether the duties themselves were exempt
duties. The Supreme Court concluded that the trial court had acted within its discretion in deciding that the case
could be determined on a class wide basis.

In its decision today, the Supreme Court did not take on the broader issue of overtime laws and
regulations. Instead, the Supreme Court only addressed the narrower issue of whether the trial court had abused
its discretion in certifying the class action. Reasoning that trial courts are ideally situated to evaluate the
efficiencies of permitting a class action, the Supreme Court emphasized that trial courts are afforded great
discretion in granting or denying certification. The Supreme Court cautioned Courts of Appeal against smply
second- guessing trial courts, unless the trial court uses an improper criteria or makes erroneous legal
assumptions. The tenor of the Sav-On decision isthat normally class actions should be allowed to proceed, with
the understanding that if unanticipated or unmanageable individual issues arise, the trial court retains the option
of decertification. Of course, even if aclassis certified, an employer can still prevail on the merits.

The Sav-On decision once again reaffirms the importance of correctly classifying employeesin order to
avoid costly class action lawsuits. Employers should also take particular note that both the trial court and



Supreme Court considered the evidence that Sav-On had reclassified all Assistant Managers from exempt to
non-exempt during the class period with "no change in the job descriptions or job duties’ to be evidence that the
employees had been misclassified as exempt. Therefore, it would be prudent for employers that are considering
making any changes in exempt versus nonexempt classifications to consult with their labor counsel in order to
avoid having those decisions used against them in later litigation.

* * *

For more information about this issue, please contact a member of the Labor and Employment Practice
Group in one of our offices.
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