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Subject Matter Jurisdiction
Questions to Discuss

(Note: these questions cover several classes)

Subject Matter Jurisdiction, Generally

1. Personal jurisdiction concerns the power of a court to enter judgment against a particular
defendant. By contrast, can you articulate what fundamental question subject matter
jurisdiction entails?

2. In this course, we will (mostly) not cover the subject matter jurisdiction of state courts, but
you should be able to understand the difference between how subject matter jurisdiction is
divided in state court as compared with federal court.

3. What do we mean by exclusive federal subject matter jurisdiction? And what do we mean by
concurrent subject matter jurisdiction?

4. Just as there are constitutional and statutory on personal jurisdiction, so too are the sources of
federal subject matter jurisdiction both constitutional and statutory. Be sure you can identify
all of these sources. (Another way to ask this: When we say that federal courts are courts of
limited jurisdiction, what does this mean?)

5. A related question: when we say that subject matter jurisdiction cannot be waived, what do
we mean? And why is it that we treat subject matter jurisdiction differently than personal
jurisdiction, which can be waived?

6. For litigants, what are the practical implications of guessing wrong about the existence of
federal subject matter jurisdiction?

Diversity Jurisdiction

1. What is the complete diversity requirement and where does it come from? If Congress
wanted to allow the federal courts to hear a case with less than complete diversity, could it?

2. How do we determine the citizenship of parties for diversity jurisdiction purposes?

3. For individual, natural persons, how is domicile different from residence?
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4. How do we determine the citizenship of a corporation for diversity purposes? (Related
question: can you distinguish between a corporation’s “principal place of business” for
subject matter jurisdiction purposes and the inquiry into whether a corporation is subject to
general personal jurisdiction in a forum because it has its principal place of business there?)

5. Scenario: P (alleges citizenship of Texas) files suit in state court against Dl (P alleges
citizenship of New York) and D2 (P alleges citizenship of Texas).

a. If D removes the case to federal court, who has the burden ofproving federal subject
matter jurisdiction exists?

b. How would D establish that subject matter jurisdiction exists in this case? (Related
question: what is the fraudulent joinder doctrine?)

6. Scenario: P (alleges citizenship of Texas) files suit in state court against D (P alleges
citizenship ofNew York).

a. May D remove the case to federal court?

b. If D does remove the case, who has the burden ofproving federal subject matter
jurisdiction exists?

c. If D removes the case, and P wants it remanded to state court, what options does P have?

7. Scenario: P (alleges citizenship of Texas) files suit in federal court against D (P alleges
citizenship of New York).

a. Who has the burden of proving federal subject matter jurisdiction exists?

b. May D ask the court to remand the case to state court?

8. If a plaintiff sues in federal court for more than $75,000, but ultimately recovers less than
$75,000, is the judgment subject to being set aside for lack of subject matter jurisdiction?
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federal Question Jurisdiction

1. With one short-lived exception, there was no general grant of federal subject matter
jurisdiction over federal question cases until 1875. Where did someone who had a private
right of action to assert under a federal statute go to seek relief?

2. What do we mean by saying that federal jurisdiction exists only when “a federal question is
presented on the face of the plaintiffs properly pleaded complaint” (i.e., a “well-pleaded
complaint”)?

3. A federal statute might or might not provide an express grant of original jurisdiction to the
federal courts. A federal statute might or might not provide a private right of action. What isthe strongest case for finding section 1331 has been satisfied? What is the weakest?

4. Scenario: P files suit in federal court alleging federal question jurisdiction under section
1331.

a. Who has the burden of proving the existence of federal subject matter jurisdiction?

b. If D seeks dismissal, D really only has two options. What are they? (Hint: one concerns
the WPCR; the other concerns the Court’s decision in Bell v. Hood.)

5. Scenario: P files suit in state court alleging a cause of action under a federal statute. D
removes the case to federal court.

a. Who has the burden ofproving the existence of subject matter jurisdiction?

b. If P seeks remand on the ground that state courts possess concurrent jurisdiction over
claims arising under this law, what result?

6. Scenario: P files suit in state court alleging a cause of action under state law. ID removes the
case to federal court.

a. Who has the burden of proving the existence of subject matter jurisdiction?

b. In this scenario, what is our starting presumption as to federal question jurisdiction? What
is the primary common law test used in applying this starting presumption?

c. If ID wants the case to remain in federal court, what must D show? (Hint: D really has
only two options here, and both concern the “artful pleading” doctrine)

1. What is the difference between “ordinary” preemption and “complete” preemption?

2. What is the Grabte test for substantial federal question jurisdiction?
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489 F2d 1396(1974)

Jean Paul MAS and Judy Mae, Plaintiffs-Appellees,
V.

Oliver H. PERRY, Defendant-Appellant.

No. 73-3008 SumrnaryQlefldat4Y

United States Court of Appeals, Fifth Circuit

February 22, 1974
- Rehearing and Rehearing Denied April 3, 1974.

1398 *1397 *1398 Sylvia Roberts, John L. Avant, Baton Rouge, La., for defendant-appellant.

Dennis R. Whalen, Baton Rouge, La., for plaintiffs-appellees.

Before WISDOM, AINSWORTH and CLARK, Circuit Judges.

Rehearing and Reheating En Banc Denied April 3, 1974.

• AINSWORTH, Circuit Judge:

This case presents questions pertaining-to federal diversity jurisdiction under 28 U.S.C. § 1332, which, pursuant to• article Ill, section II of the Constitution, provides for original jurisdiction in federal district courts of all civil actions that
are between, inter alia, citizens of different States or Utizens of a State and citizens of foreign states and in which the
amount in controversy is more than $10,000.

Appellees Jean Paul Mas, a citizen of France, and Judy Mas were married at her home in Jackson, Mississippi. Prior to
their marriage, Mr. and Mrs. Mas were graduate assistants, pursuing coursework as well as performing teaching duties,
for approximately nine months and one year, respectively, at Louisiana State University in Baton Rouge, Louisiana.
Shortly after their marriage, they returned to Baton Rouge to resume their duties as graduate assistants at LSU. They
remained in Baton Rouge for approximately two more years, after which they moved to Park Ridge, Illinois. At the time
of the trial in this case, it was their intention to return to Baton Rouge while Mt. Mas finished his studies for the degree
of Doctor of Philosophy. Mr. and Mrs. Mas were undecided as to where they would reside after that.

Upon their return to Baton Rouge after their marriage, appellees rented an apartment from appellant Oliver H. Perry, a
citizen of Louisiana. This appeal arises from a final judgment entered on a jury verdict awarding $5,000 to Mr. Mas and
$15,000 to Mrs. Mas for damages incurred by them as a result of the discovery that their bedroom and bathroom
contained “two-way” mirrors and that they had been watched through them by the appellant during three of the first four
months of their marriage.

At the close of the appellees’ case at trial, appellant made an oral motion to dismiss for lack of jurisdiction.111 Themotion was denied by the district court. Before this Court, appellant challenges the final judgment below solely onjurisdictional grounds, contending that appellees failed to prove diversity of citizenship among the parties and that therequisite jurisdictional amount is lacking with respect to Mr. Mas. Finding no merit to these contentions, we affirm.Under section 1332(a) (2), the federal judicial power extends to the claim of Mr. Mas, a citizen of France, against theappellant, a citizen of Louisiana. Since we conclude that Mrs. Mas is a citizen of Mississippi for diversity purposes, thedistrict court also properly had jurisdiction under section 1332(a)(1) of her claim.

1399 It has long been the general rule that complete diversity of parties is *1399 required in order that diversity jurisdictionobtain; that is, no party on one side may be a citizen of the same State as any party on the other side. Strawbridge v.Curtiss, 7 U.S. (3 Cranch) 267, 2 L.Ed. 435(1806); see cases cited in 1 W. Barron & A. Holtzoff, Federal Practice and
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Procedure § 26, at 145 n. 95 (Wright ed. 1960). This determination of one’s State citizenship for diversity purposes is
controlled by federal law, not by the law of any State. I J. Moore, Moore’s Federal Practice ¶ 0.74 [1], at 707.1 (1972).
As is the case in other areas of federal jurisdiction, the diverse citizenship among adverse parties must be present at
the time the complaint is filed. Mullen v. Torrance. 22 U.S. (9 Wheat.) 537. 539, 6 L.Ed. 154, 155 (1824); Slaughter v.
Toye Bros. Yellow Cab Co.. 5 Cit., 1966, 359 F.2d 954, 956. JurisdIction is unaffected by subsequent changes in the
citizenship of the parties. Morgan’s Heirs v. Morgan. 15 U.S. (2 Wheat.) 290,297. 4 L.Ed. 242. 244 (18j7); Clarke v,
Mathewson, 37 U.S. (12 Pet.) 164, 171.9 L.Ed. 1041. 1044 (1838; Smith v. Sperling, 354 U.S. 91.93 n. 1. 77 S.Ct.
1112, 1113 n. 1, 1 L.Ed. 2d 1205(1957). The burden of pleading the diverse citizenship is upon the party invoking
federal jurisdiction, see Cameron v. Hodges. 127 U.S. 322.8 S.Ct. 1154, 32 L.Ed. 132 (1888); and if the diversity
jurisdiction is properly challenged, that party also beats the burden of proof, McNuft v. General Motors Acceptance
Corp., 298 U.S. 178, 56 5.Ct. 780, 80 L.Ed. 1135 (1936); Welsh v. American Surety Co. of New York, 5 Cit., 1951. 1 8
F.2d 16, 17.

To be a citizen of a State within the meaning of section 1332, a natural person must be both a citizen of the United
States, see Sun Printing & Publishing Association v. Edwards. 194 U.S. 377.383,24 S.Ct. 696, 698, 48 L.Ed. 1027
(1904); U.S.Const. Amend. XIV, § 1; and a domiciliary of that State. See Williamson v. Osenton, 232 U.S. 619, 624,34
S.Ct. 442, 58 L.Ed. 758 (1914); Stine v. Moore, 5 Cit.. 1954, 213 F.2d 446, 448. For diversity purposes, citizenship
means domicile; mere residence in the State is not sufficient. See Wolfe v. Hartford Life & Annuity Ins. Co., 148 U.S.
389, 13 S.Ct. 602, 37 L.Ed. 493(1893); Stine v. Moore. 5 Cit.. 1954.213 F.2d 446.448.

A person’s domicile is the place of “his true, fixed, and permanent home and principal establishment, and to which he
has the intention of returning whenever he is absent therefrom . . . .“ Stine v. Moore, 5 Cir., 1954, 213 F.2d 446, 448. A
change of domicile may be effected only by a combination of two elements: (a) taking up residence in a different
domicile with (b)the intention to remain there. Mitchell v. United States, 88 U.S. (21 Wall.) 350, 22 L.Ed. 584(1875);
Sun Printing & Publishing Association v. Edwards, 194 U.S. 377, 24 S.Ct 696, 48 L.Ed. 1027(1904).

It is clear that at the time of her marriage, Mrs. Mas was a domiciliary of the State of Mississippi. While it is generally
the case that the domicile of the wife—and, consequently, her State citizenship for purposes of diversity jurisdiction—is
deemed to be that of her husband, 1 J. Moore, Moore’s Federal Practice ¶ 0.74 [6.-I], at 708.51 (1972), we find no
precedent for extending this concept to the situation here, in which the husband is a citizen of a foreign state but
resides in the United States. Indeed, such a fiction would work absurd results on the facts before us. If Mr. Mas were
considered a domiciliary of France—as he would be since he had lived in Louisiana as a student-teaching assistant
prior to filing this suit, see Chicago & Northwestern Railway Co. V. OhIe, 117 U.S. 123, 6 5.Ct. 632. 29 L.Ed. 837
(1886); Bell v. Milsak, W.D.La., 1952, 106 F.Supp. 219—then Mrs. Mas would also be deemed a domiciliary, and thus,

1400 fictionally at least, a citizen of France. She would not be a citizen of any State and could *1400 not sue in a federal
court on that basis; nor could she invoke the alienage jurisdiction to bring her claim in federal court, since she is not an
alien. See C. Wright, Federal Courts 80 (1970). On the other hand, if Mrs. Mass domicile were Louisiana, she would
become a Louisiana citizen for diversity purposes and could not bring suit with her husband against appellant, also a
Louisiana citizen, on the basis of diversity jurisdiction. These are curious results under a rule arising from the
theoretical identity of person and interest of the married couple. See Linscott v. Linscott, S. D.lowa. 1951. 98 F.Supp.
802, 804; Juneau v. Juneau, 227 La. 921, 80 So.2d 864, 867 (1954).

______

Mrs. Mas’s Mississippi domicile was disturbed neither by her year in Louisiana prior to her marriage nor as a result of
the time she and her husband spent at LSU after their marriage, since for both periods she was a graduate assistant at
LSU. See Chicago & Northwestern Railway Co. v. OhIe, 117 U.S. 123, 6 S.Ct. 632,29 L.Ed. 837 (1886j. Though she
testified that after her marriage she had no intention of returning to her parents’ home in Mississippi, Mrs. Mas did not
effect a change of domicile since she and Mr. Mas were in Louisiana only as students and lacked the requisite intention
to remain there. See Hendrv v. Masonite Corp., 5 Cit., 1972, 455 F.2d 955, cert. denied, 409 U. S. 1023?93S.Ct.
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34L.Ed.2d 315. Until she acquires a new domicile, she remains a domiciliary, and thus a citizen, of Mississippi. See
Mitchell v. United States, 88 U.S. (21 Wall.) 350, 352, 22 L.Ed. 584, 587-588 (1875); Sun Printing & Publishing
Association v. Edwards, 194 U.S. 377, 383, 24 S.Ct. 696, 698, 48 L.Ed. 1027(1904); Welsh v. American Security Co. of
New York, 5 Cit., 1951, 186 F.2d 16, 17.1?]

AppeNant also contends that Mr. Mas’s claim should have been dismissed for failure to establish the requisite
jurisdictional amount for diversity cases of more than $10,000. In their complaint Mr. and Mrs. Mas alleged that they
had each been damaged in the amount of $100,000. As we have noted, Mr. Mas ultimately recovered $5,000.

It is well seWed that the amount in controversy is determined by the amount claimed by the plaintiff in good faith.
KVOS, Inc. v. Associated Press, 299 U.S. 269, 57 S.Ct. 197, 81 L.Ed. 183(1936); 1 J. Moore, Moore’s Federal Practice
¶ 0.92 [1) (1972). Federal jurisdiction is not lost because a judgment of less than the jurisdictional amount is awarded.
Jonesv. Landry, 5 Cit., 1967, 387 F.2d 102; C. Wright, Federal Courts 711 (1970). That Mr. Mas recovered only $5,000
is, therefore, not compelling. As the Supreme Court stated in St. Paul Mercury Indemnity Co. v. Red Cab Co., 303 U.S.
283, 288-290, 58 S.Ct. 586, 590-591,82 L.Ed. 845:

[T]he sum claimed by the plaintiff controls if the claim is apparently made in good faith.

It must appear to a legal certainty that the claim is really for less than the jurisdictional amount to justify
1401 dismissal. The inability of the plaintiff *1401 to recover an amount adequate to give the court jurisdiction

does not show his bad faith or oust the jurisdiction.

His good faith in choosing the federal forum is open to challenge not only by resort to the face of his
complaint, but by the facts disclosed at trial, and if from either source it is cleat that his claim never
could have amounted to the sum necessary to give jurisdiction there is no injustice in dismissing the
suit.

Having heard the evidence presented at the trial, the district court concluded that the appellees properly met the
requirements of section 1332 with respect to jurisdictional amount. Upon examination of the record in this case, we are
also satisfied that the requisite amount was in controversy. See Jones v. Landry, 5 Cit., 1967, 387 F.2d 102.

Thus the power of the federal district court to entertain the claims of appellees in this case stands on two separate legs
of diversity jurisdiction: a claim by an alien against a State citizen; and an action between citizens of different States.
We also note, however, the propriety of having the federal district court entertain a spouse’s action against a defendant,
where the district court already has jurisdiction over a claim, arising from the same transaction, by the other spouse
against the same defendant. See ALl Study of the Division of Jurisdiction Between State and Federal Courts, pt. I, at
9-10. (Official Draft 1965.) In the case before us, such a result is particularly desirable. The claims of Mr. and Mrs. Mas
arise from the same operative facts, and there was almost complete interdependence between their claims with respect
to the proof required and the issues raised at trial. Thus, since the district court had jurisdiction of Mr. Mas’s action,
sound judicial administration militates strongly in favor of federal jurisdiction of Mrs. Mas’s claim.

Affirmed.

j] Rule 18, 5 dr.; see Isbell Enterprises, Inc. v. Citizens Casualty Company of New York et al., 5 Cit., 1970, 431 F.2d 409, Part I.

111 The motion was actually made just prior to the testimony of appellees’ last witness, but for purposes of the record counsel
stipulated and the court approved that the motion would be considered to have been made at the close of appellees’ case.

1?J The original complaint in this case was filed within several days of Mr. and Mrs. Mas’s realization that they had been watched
through the mirrors, quite some time before they moved to Park Ridge, Illinois. Because the district court’s jurisdiction is not affected
by actions of the parties subsequent to the commencement of the suit, see C. Wright, Federal Courts 93 (1970), page 1400 supra, the
testimony concerning Mr. and Mrs. Mas’s moves after that time is not determinative of the issue of diverse citizenship, though it is of
interest insofar as it supports their lack of intent to remain permanently in Louisiana.
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SUPREME COURT Of THE UNITED STATES

No. OS—I 107

THE HERTZ CORPORATION, PETITIONER r.
MELINDA FRIEND r AL

ON WRIT OF CERITORARt To THE 1NlTEO STATES COURT OF
APPEALS FOR THE NINTJ’t CIRCflT

(Februnry 2& 20101

JIJSTtCE BREIER delivered the opinion of the Court.
The federal diversity jurisdiction statute provides that

‘a corporation shall be deemed to be a citizen of any State
by which it has been incorporated and of the Stale where it
has its pri llcipal picice v/business.” 28 U. S. C. §l332(c)(l)
(emphasis added). We seek here to resolve different inter
pretations that the Circuits have given this phrase. In
doing so. we place primary weight upon th need for judi
cial administration of a jurisdictiona’ statute to remain as
simple as possible. And we conclude that the phrase
“principal place of business’ refers to the place where the
corporation’s high level officers direct, cunirul, and coordi
nate the corporation’s octivities. t.ower federal courts
have often metaphorically called that place the corpora
tion’s “nerve center,” See, e.g., fl’Thcvothi Knife l’orks v.
National Metal Cruflers, 781 F, 2d 1280. 1282 ((‘AZ 1986):
Scot 7vpewriler cv. v, L’ndertood Corp.. 170 F. Supp. 862,
$65 (SDNY 1959) (Weinfeld, J.). We believe that the
‘nerve centec’ will typically be found at a corporation’s
headquarters.
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2 HERTZ CORP. L. FRIETJ

Opinion of the Coui’t

I
In September Z007, respondents Melinda Friend and

John Nhieu, two California citizens, sued petitioner, the
fIet’tz Corporation, in a California state court. They
sought dacuages fur what they claimed were violations of
California’s wage and hour laws. App. to Pet. for Cert.
2Oa. And they requested relief on behalf of a potential
class composed a California citizens who had allegedly
suffered similar harms.

Hertz tiled a notice seeking removal to a federal court.
28 U. S C. §1332fd)(2), 1441(a). Hertz claimed that the
plaintiffs and the defendant were citizens of different
States. §I332(a)(l.), (c)(lj. Hence, the federal court
possessed dieersitv.of-citizenship jurisdiction. Friend and
Nhjeu. however, claimed that the Hertz Corporation was a
California citizen, like themselves, and that, hence, diver.
site jurisdiction was lacking.

To support its position. Hertz submitted a declaration
by an employee relations manages’ that sought to show
that Hertz’s “principal place of business” was in New
‘Jersey. not in California. The declaration stated, among
other things, that Hertt operated facilities in 41 States:
and that California—which had about 12% of the Nations
population, Pet. for Cert. 8—accounted for 273 of Hertz’s
1,606 car rental Locations; about 2,300 of its 11,230 full-
time employees; about 8fl million of its S4.371 billion in
annual revenue; and about 3.3 miLlion of its approximately
21 million annital transactions, i.e., rentals. The declara
tion also stated that the “leadership of Hertz and its do
mestic subsidiaries” is located at Hertz’s “corporate head
quarters” in Park Ridge, New Jersey: that its “core
executive and administrative functions.. . are carried out”
there and “to a lesser extent” in Oklahoma CIty, Okla
homa: and that its “major administtative operations
are found” at those two locations. App. to Pet, for Cert.
26a—30n.
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The District Court of the Northern District of California
accepted Hertz’s statement of the facts as undisputed,
But it concluded that, given those facts, Hertz was a citi
zen of California. In reaching this conclusion, the court
applied Ninth Circuit precedent, which instructs courts to
identi a corporation’s “principal place of business” by
first determining the amount of a corporation’s business
activity State by State. If the amount of activity is “sig.
nificantly larger” or “substantially predominates’ in one
State, then that State is the corporation’s “principal place
of business.” If there is no such State, then the “principal
place of business” is the corporation’s “‘nerve center,” i.e.,
the place where “ the majority of its executive and admin
istrative functions are performed,’” Friend v. hertz, No.
C- 07—5222 MMC (ND Cat., Jan. 15, 2008). p. 3 fherejnaf
ter Order); Tosco corp. v. C’omn,uniiies for a Bet/er Emi
ronnient, 2.36 F. 3d 495, 500502 fC’A9 2001) (per curium).

:pplying this test, the District Court found that the
“plurality of each of the relevant business activities” was
in California. and that “the differential between the
amount of those activities” in California and the amount
in ‘the next closest state” was “signiticant,” Order 1
[fence, Hertz’s “principal place of business” was (‘nhfhr
nia, and diversity jurisdiction was thus lacking. The
District Court consequently remanded the case to the
state courts.

lit
We begin our “principal place of business” discussion

with a brief review of relevant history. The Constitution
provides that the “judicial Power shall extend’ to “Contro
versies . . , between Citizens of tliflrent States.” Art. Ill.
§2, This lnnuage, however, does not automatically confer
diversity jurisdiction upon the tideral courts. Rather, it
authorizes Congress to do so and, in doing so. to determine
the scope of the federal courts’ jurisdiction within constitu
tional limits, Kline v. Burke consir. cv., 260 U, S. 226.
233—233 f 1922): Mayor v. Cooper, 6 Wall. 247. 252 (1668),

Congress first authorized federal courts to exercise
diversity jurisdiction in 1789 when, in the First Judwiarv
Act. Congress granted feclerul courts authority to hear
suits “between a citizen of the State where the suit is
brought, and a citizen of another State,” § it. I Stat. Z.
The statute said nothing about corporations. In 1809.
Chief Justice Marshall. writing far a unanimous (‘ourt.
described a corporation as an “invisible. intangthle. and
artificial being” which was “certainly not a citizen.” Bun!?
of United States v. Dt’teaux, 5 (‘ranch 61. 86 (1809). But
the (‘ourt held that a corporation could invoke the federal
courts’ diversity jurisdiction based on a pleading that the
corporation’s shareholders wrre all citizens of a different
State from the defendants, as “the term citizen ought to be
understood as it is used in the constitution, and as it is
used in other laws. That is. to describe the real persons
who come into court, in this case. under their corporate
name.” Id,, at 91—9%.

In Louisuille, t’, & C. I?. Co. v. Leton. 2 How, 497
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6 HERTZ CORP. ‘.. FRIEND

Opinion at the Court

(1843). the Cnurt modified this initial approach. It held
that a corporation was to be deemed an artificial person of
the State by which it had been created, and its citizenship
fur jurisdictional purposes determined accordingly. Id., at
55B-559. Ten years later, the Court in Marshall v. Balti
ntore & Ohio R. C’o., 16 How. 314 (1853), held that the
reason a corporation was a citizen of its State of incorpora
tion was that, for the limited purpose of determining
corporate citizenship, courb coutd conclusively (and artifi
cially) presume that a corporation’s shareholders were
citizens of the State of incorporation. Id.. at 327—328,
And it reaffirmed Leison. 16 How., at 32—326. Whatever
the rationale, the practical upshot was that, for diversity
purposes. the federal courts considered a corporation to be
a citizen of the State of its incorporation. 13F C. Wright,
A. Miller, & E. Cooper, federal Practice and Procedure
§3623, pp. 1—7 (3d cU. 2009) (hereinafter Wright & Miller).

In 1928 this Court made clear that the ‘state of incorpo
ration” rule was virtually absolute. It held that a corpora
tion closely identified with State A could proceed in a
federal court located in that State as long as the corpora
tion bad tiled its incorporation papers in State B, perhaps
a State where the corporation did no business at all. See
Black and While Taxicab & Transfer £a. v. Brown and
Yc’llow Taxicab & Transfer Ca.. 276 U. 5. 518, 5%2 525
(refusing to question corporation’s reincorporation motives
and finding diversity jurisdiction). Subsequently, many in
Congress and those who testified before it pointed out that
this interpretation was at odds with diversity jurisdiction’s
basic rationale, namely, opening the federal courts’ doors
to those who might otherwise suffer from local prejudice
against out’of’state parties. See, e.g., S. Rep. No. 530, 7%d
Cong., 1st Sess., 2, 4-7 t1932). Through its choice of the
State of incorporation, a corporation could manipulate
federal-court jurisdiction, fur example, opening the federal
courts’ doors in a State where it conducted nearly all its
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Opmion f the Cauct

business by filing incorporation papers elsewhere. Id., at
4 C’Si the Supreme Court has decided that a corpora
lion is a citizen . . . it has become a common practice for
corporations to be incorporated in one State while they do
business in another. And there is no doubt but that it
often occurs simply for the purpose of being able to have
the advantage of choosing between two ttibunals in case of
titigation” See also Hearings on S. 937 et al. before a
Subcommittee of the Senate Committee on the Judiciary,
7d Cong., 1st Sess., 4—5 (1932) (Letter from Sen. George
W. Norris to Attorney General William D. Mitchell (May
24. 1930)) (citing a “common practice for individuals to
incorporate in a foreign State simply for the purpose of
taking litigation which may arise into the Fedet’al courts”).
Although various legislative proposals to curtail the corpo
rate use of diversity jurisdiction were made, see, e.g.,
5, 937, S. 939. H. R. 11508, 72d Cong., 1st Sess. (1932),
none of these proposals were enacted into law.

At the same time as federal dockets increased in size,
many judges began to believe those dockets contained too
many diversity cases. A committee of the Judicial Contr
ence of the United States studied the matter, See Reports
of the Proceedings of the Regular Annual Meeting and
Special Meeting (Sept. 24-26 & Mar. 19—20, 1951). in
H. R. Doe. No. 365, 82d Cong.. 2d Sess., pp. 26—27 (1952).
And on March 12, 1951, that committee, the Committee on
Jurisdiction and Venue, issued a report (hereinafter Mar.
Committee Rept.).

Among its observations, the committee found a general
need “to prevent frauds and abuses” with respect to juds
diction. Id., at 1 1. The committee recommended against
eliminating diversity cases altogether. Id., at 28. Instead
it recommended, along with other proposals, a statutory
amendment that would make a corporation a cItizen both
of the State of its inoorpot-ation and any State from which
it received more than half of its gross income. id.. at 13-
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8 HERTZ CORP. u, FRIEND

Opmion Qf the Co

iS (requiring corporation to show that “less than fifty pet’
cent of its gross income was derived from business trans.
acted within the state where the federal court is held”),
1f for example, a citizen of California sued (under state
law in state court) a corporation that received hail or more
of its gross income from California, that corporation would
not be able to remove the case to federal court. even if
Delaware was its State of incorporation.

During the spring and summer of 1951 committee mem
hers circulated their report and attended circuit confer
cuces at which federal judges discussed the report’s rec
ommendations. Reflecting those criticisms, the committee
[lied a new report in September, in which it revised its
corporate citizenship recommendation. It now proposed
that “a corporation shall be deemed a citizen of the state
of its original creation ... [andy shall also be deemed a
citizen of a state where it has its principal place of busi.
ness.” Judicial Conference of the United States, Report of
the Committee on Jurisdiction and Venue 1 (Sept. 23,
1951) (hereinafter Sept. Committee Repti—the sottrce of
the present-day statutory language. See Hearings on
H. 11. 2516 et at, before Subcommittee No, 3 of the House
Commttee on the Judiciary, 85th Cong., tat 5ess., 9
U957) (hereinafter House Hearings). The committee
wrote that this new language would provide a “simpler
and more practical formula” thia the “gross income” test.
Sept. Committee Rept. 2. It added that the language
‘ha fd a precedent in the jurisdictional provisions of the
Bankruptcy Act.” Ed., at 2—3.

In mid. 1957 the committee presented its reports to the
House of Representatives Committee on the Judiciary.
House Hearings 9%Z; see also H. Rep. No. 1706, 85th
Cong.. 2d Seas,, T—28 (1958(hereinafter H. R. Rep. 1700)
(reprinting Mar. and Sept. Committee Repts.): S. Rep. No.
1830, 85th Cong., 2d Seas., 15—31 (1958) (hereinafter
S. Rep. 1830) (same). Judge Albert Maria, representing

426



Cieas E,9 U’. S._1ZOIO) 9

Opinirn of the Court

Judge John Parker (who had chaired the Judicial Confer
ence Committee). discussed various proposals that the
Judicial Conference had tiiade to restrict the scope of
diversity jurisdiction. in respect ta the “prIncipal place of
business” proposal, he said that the relevant language
“hafU] been defined in the Bankruptcy Act.” House Hear
ings 37. He added:

“All of those problems have arisen in bankruptcy
cases, and as I recall the cose and I wouldn’t vant
to be hound by this statement because I haven’t thorn
before me—I think the courts have generally taken
the view that where a corporation’s intet’ests are
rather widespread, the principal place of business is
an actual rather than a theoretical or legal one. it is
the actual place where its business operations are co
ordinated, directed, and carried out, which would or
dinarily be the place where its officers carry on its
day-to-day business, where its accounts are kept.
where its payments are made, and not necessarily a
State in which it may have a plant, if it is a big corpo
ration, or something of that sort.

But that has been pretty well worked out in the
bankruptcy cases, and that law would all be available,
you see. to be applied here without having to go over it
again from the beginning.” Ibid.

The House Committee reprinted the Judicial Confrencc
Committee Reports along with other reports and relevant
testimony and circulated it to the general public “for the
purpose of inviting further suggestions and comments.”
Id., at IlL Subsequently, in l93. Congress huth codified
the courts’ traditional place of incorporation test and also
enacted into law a slightly modified version of the Confer
ence Committee’s proposed “principal place of business”
language . A corporation was to “be deemed a citizen of
any State by which it has been incorpera ted and of the
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State where it has its principal place of business.” §2, 72
Stat. 315.

V
A

tn an eflort to find a single. more uniform interpretation
uf the statutory phrase, we have reviewed the Courts of
Appeats’ divergent and increasingly complex interpreta

tions. l’taving don.e so. we now return to. and expand.
Judge \Veinfeld’s approach, as applied in the Seventh
(‘ircult, Sec. e,., Scot Tvp.u’rifrr (‘a,. 170 F. Supp, at
86: 11cwrsin Knife Works. 781 F. 2d. at 1282. We con
clude that principat place of business is best read as
referring to the place where a corporation’s officers direct.
control. and coordinate the cm’parations activities. It is
the place that C’ourt of Appeals have called the corpora
tion’s ‘nerve center.’ And in practice it should normally
be the place where the corporation maintains its head
quarters provided chat the headquarters is the actual
center at’ direction, control, and coordination. i.e.. the
“nerve center,” and not simply an office where the corpora.
tiun holds its hoard nutins (for example.. nttended by
directors and officers who have traveled there for the
occasion).

‘Fht’ee Sets of considerations, taken together. convince tts

that this approach. while imperfect. is superior to other
possihilitis. First, the statute’s language supports the
approach. The statute’s text deems a corporation a citizen
of the “State where it has its principal place of business
% U. S. t’. §l33%(c)(l). The word ‘place” is
in the singular, not the plural. The word “principal” re
quires us to pick out the ‘main, prominent” or “leading”
place. 12 Oxford English Dictionary 493 f2d ed. 1939)
det’ tA)tlt2)l. Cf. Corn rnissiaiwr v. $alinian, 50(i U.S.
iS. 174 (l99:1 (interpreting ‘principal place of’ business’
1kw ta purposes to require an assessment ufwhether any
one business location is the ‘most important. consequen
tial, or influential’ one’), And the fact that the word
“ptace” follows the words ‘4State where” means that the
‘place” is a place n’ithin a State. It is not the State iteIt

A corpovation’s “nerve center.” usually its main head’
quarters. is a single place. The public often (though not
always) considers it the corporation’s main place of busi
ness. And it s a place within a State. By contrast. the
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application of a more general business activities test has
led some courts, as in the present case, to look, not at a
particular place within a State, but incorrectly at the
State itself, measuring the total amount of business activi
ties that the corporation conducts there and determining
whether they are “significantly larger” than in the next
ranking State, 297 Fed, Appx. 690.

ThIs approach invites greater litigation and can lead to
strange results, as the Ninth Circuit has since recognized.
Namely, if a ‘corporation may be deemed a citizen of
California on thie) basis” of “activities IthaiJ roughly
reflect California’s Larger population ... nearly every
national retailer—na matter how far flung its operations—
will be deemed a citizen of California for diversity pur
poses.” Doris v. IISBC Bank Neu., A., 557 F. 3d 1026.
1029—1030 (2009). ut why award or decline diversity
jurisdiction on the basis of a State’s population. whether
measured directly, indirectly (say proportionately), or with
nwdications?

Second, administrative simplicity is a major virtue in a
jurisdictionat statute. Sissou v. Ruby. 197 U. S. :358. 3Th

1990) (SCALL, J.. concurring in judgment) (eschewing
“the sort of vague boundary that is to be avoided in the
area of subjectmatter jurisdiction wherever possible”).
Complex jurisdictional tests complicate a case, eating up
time and money as the parties litigate, not the merits of
their claims, but which court is the right court to decide
those claims. Cf. A’u,arro Sarings Ass,. v, Liu’, 416 U. S.
15$, 464, ii. 13 (1980). Complex tests produce appeals and
reversals, encourage gamesmanship, and, again, diminish
the likelihood that results and settlements will reflect a
claim’s legal and factual merits. Judicial resources too are
at stake. Courts have an independent obligation to de
termine whether subject.matter jurisdiction exists. even
when no party challenges it. Arhaugh v. Y & U Corp., 546
U. S. 500, 514 (2006) (citing Ruhrgas tlG v. Marathon Oil
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co., 526 U. 5, 574. 583 (t999)). So courts benefit from
straightforward rules under which they can readily assure
themselves of their power to hear a case. Arbaugh, supra,
at 514,

Simple jurisdictional rules also promote greater predict.
ability. Predictability is valuable to corporations making
business and investment decisions, C’f. Firs? Nat, City
Bank v. Bunco Para el comercia Exterior de Oba, 46%
U.S. 611. 621 (1983) (recognizing the “need for certainty
and predictability of result while generally protecting the
justified expectations of parties with interests in the cor
poration’). Predictability also benefits plaintiffs deciding
whether to me suit in a state or federal court.

A “nerve center” approach, which ordinarily equates
that “center” with a corporation’s headquarters, is simple
to apply rompurulñely specikiiig. The metaphor of a corfl
porate “brain,” while not precise, suggests a single loca
tion. Br contrast, a corporation’s general business activi
ties more often lack a single principal place where they
take place. That is to say. the corporation may have sev
eral plants, many sales locations, and employees located in
many different places. If so, it will not be as easy to de
termne which of these different business locales is the
principal” or most important “place.”

Third, the statute’s legislative history, for those who
accept it. oThrs a simplicity.related interpretive bench
mark, The Judicial Conference provided an initial version
of its proposal that suggested a numerical test. A corpora
tion would be deemed a citizen of the State that accounted
for more than half of its gross income. Mar. Committee
Rept. 13—15; see supra, at 8. ‘The Conference changed its
mind in light of criticism that such a test would prove too
complex and impractical to apply. Sept. Committee Rept.
2; see also H. Rep. 1706, at 28: S. Rep. 1830, at 31. That
history suggests that the words “principal place of busi
ness” shoold be interpreted to be no more complex than
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the initial “half of gross income” test. A “nerve center” test
offers such a possibility, A general business activities test
does not.

B
We recognize that there may be no perfect test that

satisfies all administrative and purposive criteria. We
recogtuzc as well that, under the “nerve center” tcst we
adopt today, there wiU be hard cases. For example, in this
era ot telecommuting. some corporations may divide their
command anti coordinating functions among officers who
work at several different locations, perhaps communicat
ing over the Internet. That said, our test nonetheless
points courts in a single direction, towards the center of
overall direction, control, and coordination. Courts do not
have to try to weigh corporate functions, assets, or reve
nues different in kind, one from the other. Our approach
provides a sensible test that is relatively easier to apply,
not a test that will, in all instances, automatically gener
ate a result.

We also recognize that the use of a “nerve center” test
may in some cases produce results that seem to cut
against the basic rationale for S U. S. C. §1332, see so-
pro, at 6. For exampte, if the bulk of a company’s business
activities visible to the public take place in New Jersey.
while its top officers direct those activities just across the
river in New York, the “principal place of business” is New
York. One could argue that members of the public in New
Jersey would be less likely to be prejudiced against the
corporation than persons in New York—yet the corpora
tion will still be entitled to remove a New Jersey state case
to federal court. And note too that the same corporation
would be unable to remove a New York state case to fed
eral court, despite the New York public’s presumed preju
dice against the corporation.

We understand that such seeming anomalies will ariseS
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However, in view of the necessity of having a clearer rule,
we must accept them. Accepting occasionally caunterin
tuitive results is the price the legal system must pay to
avoid overly complex jurisdictional administration while
producing the benefits that accompany a more uniform
legal system.

The burden af persuasion for establishing diversity
jurisdiction, of course, remains on the party asserting it.
Kokkonen v. Guardian Lift’ Ins. Co. of Amerku. 5t1 U.S.
37 377 (1994); McXuIt v. General Motors Acceptance
corp.. 298 U. 8. 178, 189 (1936); see also 3E Wright &
Miller §3602.1, at 119, When challenged on allegations of
jurisdictional facts, the parties must support their allega
tions by competent proof. McNuH, slipra, at 189; 15
Moore’s §102.14. at 102—:32 to 102..3%.L And when faced
ith such a challenge, we roject suggestions such as.
for exampto. the one made by petitioner that the mere
filing of a form like the Securities and Exchange Commis
sion’s Form l0K listing a corporation’s “principal execu
tive offices” would, without more, he sufficient proof to
etabhsh a corporation’s “nerve center.” See, e.g., SEC
Form 10 K. online at http:llwww.sec.govlahoutltbrms/
form10.k.pdf (as visited Feb. 19, 2010, and available in
Clerk of Court’s case file), Cf. Dimmilt & Owens finan
cial, Inc. . U,tUed Statc, 787 F. %d 1186, 1190—1192 (CAT
1986) (thstinguishing “principal executive office” in the tax
hen context, see 26 U, S. C. §G323t0f2), from “principal
place of business” under 26 U. S. C. §1332(c)). Such possi
bilities would readily permit jurisdictionat manipulation.
thereby subverting a major reason for the insertion of the
“principal place of business” language in the diversity
statute. Indeed, if the record reveals attempts at manipu
lation for example, that the alleged “nerve center” is
nothing more than a mail drop box, a hare office with a
computer. at the location of an annual executive retreat—
the courts should instead take as the “nerve center” the
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place of actual direction. control, and coordination, in the
absence of such manipulation.

t1
Petitioner’s unchallenged declaration suggests that

Hertz’s center of direction, control, and coordination. its
‘nerve center,” and its corporate headquarters are one and
the same, and they are located in New Jersey, not in
California. Because respondents should have a fair op
portunity to litigate their case in light of our holding
however, we vacate the Ninth Circuit’s judgment and
remand the case for further proceedings consistent with
this opinion.

It is so rn’th’rc’d.
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211 U.S. 149 (1908)

LOUISVILLE AND NASHVILLE RAILROAD COMPANY
V.

MOTTLEY.

No. 37.

Supreme Court of United States.

Argued October 13, 1908.
Decided November 16, 1908.

APPEAL FROM THE CIRCUIT COURT OF THE UNITED STATES FOR THE WESTERN DISTRICT OF KENTUCKY.

151 *151 Mr. Henry Lane Stone for appellant.

M Lewis McQuown and Mr Clarence U. McElroy for appellees.

By leave of court, Mr. L.A. Shave, in behalf of The Interstate Commerce Commission, submitted a brief as amicus
curioe.

MR. JUSTICE MOODY, after making the foregoing statement, delivered the opinion of the court.

Two questions of law were raised by the demurrer to the bill, were brought here by appeal, and have been argued
before us. They are, first, whether that part of the act of Congress of June 29, 1906 (34 Stat. 584), which forbids the
giving of free passes or the collection of any different compensation for transportation of passengers than that specified
in the tariff filed, makes it unlawful to perform a contract for transportation of persons, who in good faith, before the
passage of the act, had accepted such contract in satisfaction of a valid cause of action against the railroad; and,

152 second, whether the statute, if it should be construed to render such a contract unlawful, is in *152 violation of the Fifth
Amendment of the Constitution of the United States. We do not deem it necessary, however, to consider either of these
questions, because, in our opinion, the court below was without jurisdiction of the cause. Neither party has questioned
that jurisdiction, but it is the duty of this court to see to it that the jurisdiction of the Circuit Court, which is defined and
limited by statute, is not exceeded. This duty we have frequently performed of our own motion. Mansfield, &c. Railway
Comanv v. Swan, 111 U.S. 379, 382; King Bridge Company v. Otoe County, 120 U.S. 225; Blacklock v. Small, 127
U.S. 96, 105; Cameron v. Hodges, 127 U.S. 322, 326; Metcalf v. Watertown, 128 U.S. 586, 587; Continental National
Bankv. Buford, 191 U.S. 119.

There was no diversity of citizenship and it is not and cannot be suggested that there was any ground of jurisdiction,
except that the case was a “suit. . . arising under the Constitution and laws of the United States.” Act of August 13,
1888, c. 866, 25 Stat. 433, 434. It is the settled interpretation of these words, as used in this statute, conferring
jurisdiction, that a suit arises under the Constitution and laws of the United States only when the plaintiff’s statement of
his own cause of action shows that it is based upon those laws or that Constitution. It is not enough that the plaintiff
alleges some anticipated defense to his cause of action and asserts that the defense is invalidated by some provision
of the Constitution of the United States. Although such allegations show that very likely, in the course of the litigation, a
question under the Constitution would arise, they do not show that the suit, that is, the plaintiffs original cause of
action, arises under the Constitution. In Tennessee v. Union & Planters’ Bank, 152 U.S. 454, the plaintiff, the State of
Tennessee, brought suit in the Circuit Court of the United States to recover from the defendant certain taxes alleged to
be due under the laws of the State. The plaintiff alleged that the defendant claimed an immunity from the taxation by
virtue of its charter, and that therefore the tax was void, because in violation of the provision of the Constitution of the

153 United *153 States, which forbids any State from passing a law impairing the obligation of contracts. The cause was
held to be beyond the jurisdiction of the Circuit Court, the court saying, by Mr. Justice Gray (p. 464), “a suggestion of
one party, that the other will or may set up a claim under the Constitution or laws of the United States, does not make
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the suit one arising under that Constitution or those laws.” Again, in Boston & Montana Consolidated Copper & Silver
Mining Company v. Montana Ore Purchasing Company, 188 U.S. 632, the plaintiff brought suit in the Circuit Court of
the United States for the conversion of copper ore and for an injunction against its continuance. The plaintiff then
alleged, for the purpose of showing jurisdiction, in substance, that the defendant would set up in defense certain laws of
the United States. The cause was held to be beyond the jurisdiction of the Circuit Court, the court saying, by Mr. Justice
Peckham (pp. 638, 639).

“It would be wholly unnecessary and improper in order to prove complainant’s cause of action to go into any matters of
defence which the defendants might possibly set up and then attempt to reply to such defence, and thus, if possible, to
show that a Federal question might or probably would arise in the course of the trial of the case. To allege such defence
and then make an answer to it before the defendant has the opportunity to itself plead or prove its own defence is
inconsistent with any known rule of pleading so far as we are aware, and is improper.

“The rule is a reasonable and just one that the complainant in the first instance shall be confined to a statement of its
cause of action, leaving to the defendant to set up in his answer what his defence is and, if anything more than a denial
of complainant’s cause of action, imposing upon the defendant the burden of proving such defence.

“Conforming itself to that rule the complainant would not, in the assertion or proof of its cause of action, bring up a
single Federal question. The presentation of its cause of action would not show that it was one arising under the
Constitution or laws of the United States.

154 *154 ‘The only way in which it might be claimed that a Federal question was presented would be in the complainant’s
statement of what the defence of defendants would be and complainant’s answer to such defence. Under these
circumstances the case is brought within the rule laid down in Tennessee v. Union & Planters’ Bank, 152 U.S. 454. That
case has been cited and approved many times since,

The interpretation of the act which we have stated was first announced in Metcalf v. Watertown, 128 U.S. 586, and has
since been repeated and applied in Colorado Central Consolidated Mining Companyv. Turck, 150 U.S. 138, 142;
Tennessee v. Union & Planters’ Bank, 152 U.S. 454, 459; Chappell v. Waterworth, 155 U.S. 102. 107; Postal Telegraph
Cable Company v. Alabama, 155 U.S. 482, 487; Oregon Short Line & Utah Northern Railway Company v. Skoftowe,
162 U.S. 490, 494; Walker v. Collins, 167 U.S. 57, 59; Muse v. Arlington Hotel Company. 168 U.S. 430, 436; Galveston
&c. Railway v. Texas, 170 U.S. 226, 236; Third Street & Suburban Railway Company v. Lewis, 173 U.S. 457, 460;
Florida Central & Peninsular Railroad Company v. Bell, 176 U .S. 321, 327; Houston & Texas Central Railroad Company
v. Texas, 177 U.S. 66, 78; Arkansas v. Kansas & Texas Coal Company & San Francisco Railroad, 183 U.S. 185, 188;
Wcksburg Waterworks Company v. Wcksburg, 185 U.S. 65, 68; Boston & Montana Consolidated Copper & Silver
Mining Company v. Montana Ore Purchasing Company, 188 U.S. 632, 639; Minnesota v. Northern Securities Company,
194 U.S. 48,63; Joyv. City of St. Louis, 201 U.S. 332, 340; Devine v. Los Angeles, 202 U.S. 313, 334. The application
of this rule to the case at bar is decisive against the jurisdiction of the Circuit Court.

It is ordered that the

Judgment be reversed and the case remitted to the Circuit Court with instructions to dismiss the suit for want of
jurisdiction.

Save trees - read court opinions online on Google Scholar.
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SUPREME COURT Of THE UNITED STATES

Na. 04.G0

GRABLE & SONS METAL PRODUCTS, INC.,
PETITIONER t’. DARUE ENGINEERING

& MANUFACTURING

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF
APPEALS FOR THE SIXTH CIRCUIT

lJunt 13, 2005)

JUSTICE SOUTER delivered the opinion of the Court.
The question is whether want of a federal cause nf ne

tion to try claims of title to land obtained at a federal tax
sale precludes removal to federal court of a state action
with nondiverse patties raising a disputed issue of federal
title law, We answer no, and hold that the national inter
est in providing a federal forum for federal tax litigation is
sufficiently substantial to s1pport the exercise of federal
question jurisdiction over the disputed issue on removal,
which would net distort any division at’ labor between
the state and federal courts, provided or assumed by
Congress.

I
In 1994, the Internal Revenue Service seized Michigan

real property belonging to petitioner Grable & Sons Metal
Products, inc.. to satisfy Grable’s federal tax delinquency.
Title 26 U. S. C. §633, required the iRS to give notice of
the seizure, and there is no dispute that Grable received
actual notice by certified mall before the IRS sold the
property to respondent Darue Engineering & Manufactur
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tug. Although Grahie also received notice of the sale itself.
it did not exercise its statutory right to redeem the prop
erty within 150 days of the sale, §6337(b)(l), and after
that period had passed, the Government gave Darue a
quitelaim deed. §6339.

Five years later, Grable brought a quiet title action in
state court. claiming that Daru&s record title wa invalid
because the IRS had failed to notify Grable of its seizure of
the property in the exact manner required by §6335(a),
which provides that written notice must be given by the
Secretary to the owner of the property [or] teft at his usual
place of abode or business.” Grable said that the statute
required personal service, not service by certified mail

Darue removed the case to Federal District Court as
presenting a federal question, because the claim of title
depended on the interpretation of the notice statute in the
federal tax law. The District Court declined to remand the
case at Grable’s behest after finding that the “claim does
pose a significant question of federal law, Tv. 17 (Apt. 2.
200 1) and ruling that Grable’s lack of a tderal right al
action to enforce its claim against Darue did not bar ihe
exercise of federal jurisdiction. On the merits, the toutt
granted summary judgment to Darue, holding that al
though §633 by its terms required personal service,
substantial compliance with the statute was enough. 207
F. Supp. 2d 693 WD Mich. 200%.

The Court of Appeals for the Sixth Circuit affirmed, 377
F. 3d 592 (2004). On the jurisdictional question, the panel
thought it sufficed that the title claim raised an issue of
federal law that had to he resolved, and implicated a
substantial federal interest (in construing federal tax law),
The court went on to affirm the District Court’s judgment
on the merits. We granted certiorari on the jurisdictional
question alone,i 543 U. S. — (2005) to resolve a split

tAccordingly, we have no occasion to pass upon the proper mterpre
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within the Courts of Appeals on vhethet’ Mcrrdll Dwt’
Pharmaceuticals Inc. v. Thompson., 478 U. S. 804 (1986).
ahvays requires a federal cause of action as a condition for
exercising fed al-question jurisdiction.5 We now a Ifirtu.

H
Dame was entitled to remove the quiet title action ii

Gmabla could have brought it in federal district court
originally, 28 U. S. C, §1431(a), as a civil action ‘arising
under the Constitution, laws, or treaties of the United
States,” §1331. This provision for federal-question juris
diction is invoked by and large by plaintiffs pleading a
cause of action created by federal law (e.g., claims under
42 U. S. C. §1983). There is, however, another longstand
ing, if less frequently encountered, variety o federal “aria
ing under” jurisdiction, this Court having recognized fhr
nearly tOO years that in certain eases federal question
jurisdiction will Lie over state-law claims that implicate
significant federal issues, E.g., Hopkins v. Walker, 24-I
U. 8. 186, 490—491 (1917). The doctrine captures the corn
monsense notion that a federal court ought to be able to
hear claims recognized under state Law that nonethelest’
turn on substantial questions of federal law, and thus
justir resort to the experience, solicitude, and hope of
uniformity that a federal forum offers on federal issues.
see ALt, Study of the Division of Jurisdiction Between
State and Federaf Courts 164—166 (1968).

The c)a5sic example is Smith v. Kansas City TitIt’ &
Thrst Co., 25 U. S. 180 (1921), a suit by a shareholder
claiming that the defendant corporation ou1d not lawfully

uition of the federal tax poson at issue here.
compare Sriafdd v. Astrt, 39 F. 3J 761, 764 teAl 1994; (flnthn

that federsl’question jurl3dlctian over a state-law cIan reclutres a
parallel federal private right of action;, with Orniet Corp. v. Ohio Powtr
Co.. 98 F. 3d 99. 806 tCM 1996) tlmnthng that a federal private avtton
is nor requtred;.
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buy certain bonds of the National Government because
their issuance was unconstitutional. Although Missouri
law provided the cause of action, the Court recognized
federal-question jurisdiction because the principal issue in
the case was the federal constitutionality of the bond
issue. Smith thus held, in a somewhat generous state
ment of the scope of the doctrine, that a state-law claim
could give rise to federal-question jurisdiction so long as it
‘appears from the [complaintj that. the right to relief
depends upon the construction or application of {federal
lawl.” Id., at 199.

The SrniIh statenumt has been subject to some trimming
to fit earlier and later cases recognizing the vitality of the
iasic doctrine, but shying away from the expansive view
that mere need to apply federal law in a state-law claim
will suffice to open the “arising under” door. As early as
1912. this Court had confined federal-question jurisdiction
over state-law claims to those that “really and substan
tially involv[u] a dispute or controversy respecting the
validity, construction or effect of Ifederall law.” Sh.u1ihi.
v. McDougul, 225 U, S. 561, 569 (1912). This limitation
was the ancestor of Justice Cardozo’s later explanation
that a request to exercise federal-question jurisdiction
over a state action calls for a “common-sense accommoda
tion of judgment to [the] kaleidoscopic situations” that
present a federal issue, in “a selective process which picks
the substantial causes out of the web and lays the other
ones aside.” Gully v. first Not. Ronk in Meridian, 299
U. S. 109, 117—118 (1936). It has in fact become a con
stant refrain in such cases that federal jurisdiction de
mands not on’y a contested federal issue. but a substantial
one, indicating a serious federal interest in claiming tiw
advantages thought to be inherent in a federal forum.
E.g., Chicago v. ilL terrtaiional Cotkge of Sitrgeuns, 522
U. S. 156, 1G4 (1997); Merrcli Don, supm, at 814, and
a. 1%; Fraitchise Tax Ed. of Cal. v. ContrucIion Lobor,’s
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Vâratitm Trust for Southern. £‘at., 463 U. S. L 28 (1983).
But even wlwti the state action discieses a contested and

substantial federal question, the exercise of federal juriz3-
diction is subject to a possible veto. For the federsi issue
will ultimately qualify for a federal forum only if federal
jurisdiction is consistent with congressional judgment
about the sound division of labor between state and fed
eral courts governing the application of §1331. Thus.
Franchise Tax 3d, explained that the appropriateness of a
federal forum to hear an embedded issue could be evalu
ated only after considering the ‘welter of issues regarding
the interrelation of federal and state authority and the
proper management. of the federal judicial system.” Id., at
8. Because arising-under jurisdiction to hear a stow-law
claim always raises the possibility of upsetting the state
federal line drawn tor at least assumed) by Congress, the
presence of a disputed federal issue and the ostenibfe
importance of a federal forum are never necessarily dip
sitive; there must always he an assessment of any disrup
tive portent in exercising federal jurisdiction. See also
tI1crr’1l Do,t, supra. at 810.

These considerations have kept us from stating a “srn
gte, precise, all-embracing” test for jurisdiction over fed
eral issues embedded in state-law claims between non-
diverse parties. Christianson v. colt indusfries Op’ruting
fDarp., 486 U. S. 800, 821 (1988) (STEVENS, J., concurring).
We have not kept them m.4t simply because they appeared
in state raiment, as Justice Holmes would have done, see
Smith, supra, at 214 (dissenting opinion), but neither have
we treated “tederal issue’ as a password opening federal
courts to any state action embracing a point of federal law.
Instead, the question is, does a state-law claim necessarily
raise a stated federal issue, actually disputed and sub
stantial, which a federal forum may entertain without
disturbing any congressionally approved bob ace of federal
and state judicial responsibilities.
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This case warrants federal jurisdiction. Citable’s state
complaint must specify “the facts establishuig the supei’i’
ority of 1its claim,” Mich, Ct. Rule 3.4lltB)(2)(c) (West
2005), and Grable has premised its superior title claim on
a failure by the IRS to give it adequate notice, as defined
by federal law. Whether Gtable was given notice within
the meaning of the federal statute is thus an essential
element of its quiet title claim, and the meaning at the
federal statute is actually in dispute; it appears to be the
only legal or factual issue contested in the case. The
meaning of the fedetal ta provision is an important issue
of federal law that sensibly belongs in a federal court. The
Government has a strong interest in flie “prompt and
certain collection of delinquent taxes,” United Soks v.
Rodgers, 461 U. S. 677, 709 (19S3), and the ability of the
IRS to satisfy its claims from the property of delinquents
requires clear terms of notice to allow buyers like Dame to
satisfy themselves that the Service has touched the bases
necessary for good title. The Uovernment thus has a direct
interest in the availability of a federal forum to vindicate its
own administrative action, and buyers (as well as tax delin
quents) may nd it valuable to come before judges used to
federal tax matters. Finally, because it will be the rare
state title case that raises a contested matter of federal
law, federal jurisdiction to resolve genuine disagreement
aver federal tax title provisions will portend only a micro
scopic effect on the federal-state division of Labor. See n, i.
infro.

This conclusion puts us in venerable company. quiet
title actions having been the subject of some of the earliest
exercises of fede t’al-question jurisdiction over state-law
claims, in Hopkins, 244 U. 5., 490—491, the questIon was
federal jurisdiction over a quiet title action based on the
plaintiffs’ allegation that federal mining law gave them
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the superior claim. Just as in this case, “the facts showing
the plaintiffs’ title and the existence and invalidity of the
instrument or record sought to be eliminated as a cloud
upon the title are essential parts of the plaintiffs’ cause of
action,”-’ Id., at 490. As in this ease again, “it is plain that
a controversy respecting the construction and effect of the
[federal] laws is involved and is sufficiently real and sub
stantiaL” Ith, at 489. This Court therefore upheld federal
jurisdiction in Hopkins, as vell as in the similar quiet title
matters of Northern Pacific I?. Co. v. Soderberg, 88 U. S.
520, 528 (1903). and Wilson C’ypress C’o. v. DI Puzo y
Marcos, 230 U. S. 035, 643—644 (1915). Consistent with
those cases, the recognition of federal jurisdiction i’t

order here.

B
Miirrell Dow Pharmaceuticals Inc. v. Thompson, -178

U. S. 804 t198G). on which Grable rests its position, is not
to the contrary. Meircil Dow considered a state tort claim
resting in part on the allegation that the defendant drug
company had violated a federal misbtanding prohibitwn.
and was thus presumptively negligent under Ohio htw,
Id., at 806. The Court assumed that federal law would
have to be applied to resolve the claim, but after closely

The n,wet title cases aba show the Imnung effect of the requirement
that the faders.t issue in a state-law claim must actually be in dispute
to justify tecleral-ijuestion jurisdiction, In Shatitiis v. MrDoug&, 225
U. S 561 (I912. this Court found that there was no federal question
jurisdiction to hear a plaintiffs qulat tItle claim in part because the
federal statutes on which title depended were not subject to ‘any contro•
versy respectuig their validity. ccnetnicrian, or offact.” leL, at 570 As the
Court put it. the requiiernent of an actual dispute about fedetal law was
‘eapeciafly’ Important in ‘suit[s involving rights to hind acqotreti under a
law at the United States,” beceuse otherwise every swt to establish title
to land in the central and western states would so arise lander federal
lnwj, as all titles ía those States are traceable back to those laws” id a,
569—67O,
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examining the strength of the federal interest at stake and
the implications of opening the federal forum, held federal
jurisdiction unavailable. Congress had not provided a
private federal cause of action for violation of the federal
branding requirement, and the Court found “it would
flout, or at least undermine, congressional intent to con
clude that federal courts might nevertheless exercise
federal-question jurisdiction and provide remedies for
violations of that federal statute solely because the viola
tion . . is said to be a . .. ‘proximate cause’ under state
law.” Id,, at 312.

Because federal law provides for no quiet title action
that could be brought against Dante’ Grable argues that
there can be no federal juristhetion here, stressing some
broad language in Merrdll Dow (including the passage just
quoted) that on its face supports Grable’s position. see
Note, Mr. Smith Goes to federal Court: Federal Question
J urisctiction over State Law Claims Post-Merretl Don, 115
Harv, L. Rev, 2272, 28O—22S2 (2002) (discussing split zn
Circuit Courts over private right of action requirement
after Meirult Dow). But an opinion is to be read as a
whole, and Merrefl Dow cannot be read whole as overturn
ing decades of precedent, as it would have done by efThc
tively adopting the Holmes dissent in Smith, see suprc;, at
5. and converting a federal cause of action frum a suffi
cient canthtion fof federal-question jurisUiction into ii
necessary one.

In the first place, Merrett Dow disclaimed the adoption
of any bright-line rule, as when the Court reiterated that

Federal law does provide a quiet atle cause of action against the
Federal Oovernent, 25 U. S. C. §2410. That ght of action is not
relevant here, however, because the federal government no longer has
any interest in the property, havug transferred its interest to Dorue
through the quitclrnm deed,

5For an ejremely rare eception to the sufficiency of a fedraI right
of action see Shashone McnLng C’o ‘ Ratter 117 U S 50 50% ]90O
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“in exploring the outer reaches of §1331, determinations
about federal jurisdiction require sensitive judgments
about congressional intent, judicial power, and the federal
system.’ 478 U. S., at 810. The opinion included a
lengthy footnote explaining that questions of jurisdiction
over state-law claims require “careful judgments.” Id., at
314, about the ‘nature of the federal interest at stake.” 14.,
at 814, n. 1 temphasis deleted). And as a fina’ indication
that it did not mean to make a tderal right of action
mandatory, it expressly approved the exercise of jurisdic
tion sustained in Smith, despIte the want of any federal
cause of action available to SntUh’s shareholder plaintiff.
473 U, S., at 814, a. 12. Merretl Dow then, did not toss
out, but specifically retained the contextual enquiry that
hd been Smith’s hallmark for over 60 years. At the end
of Merrel! Dafl-, Justice Holmes was still dissenting.

Accordingly, Men-eli Dow should be read in its entirety
as treating the absence of a federal private right of action
as evidence relevant to, but not dispositive of the “sensi
tive judgments about congressional intent” that §1331
requires. The absence of any federal cause of action af
fectd Merrel! Don’s result two ways. The Court saw the
Ihct as worth sonic consideration in the assessment of
substantiality. But ts primary importance emerged when
the Court treated the combination of no federal cause of
action and no preemption of state remedies for misbrand
ing as an important clue to Congress’s conception of the
scope of jurisdiction to be exercised under §1331, ‘[
Court saw the missing cause of action not as a missing
federal door key, always required, but as a missing ivel
come mat, required in the circumstances, when exercising
tederal jurisdiction over a state misbranding action would
have attracted a horde of original filings and removal
cases raising other state claims with embedded federal
issues. For if the federal labeling standard without a
federal cause of action could get a state claim into federal
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court. so could any other federal standard without a fod
oral cause of action. And that would have meant a tre
mentions number of cases.

One only needed to consider the treatment of federal
violations generally in garden variety state tort law. “The
violation of federat statutes and regulations is commonly
given negligence per se effect in state tort proceedings”0
Restatement (Third) of Torts (proposed final draft) §14,
C’omment a. See also W. Keeton, 13. Dobbs, R. Keeton. &
0. Owen, Prasser and Keeton on Torts, §36,

.
221. a. J

(5th ed. 1984) (“tTlhe breach of a federal statute may
support a negligence per Sc claim as a matter of state Law”
(collecting authority)). A general rule of oiercising federal
jurisdiction over state claims resting on federal mislabel’
lag and other statutory violations would thus have her
alded a potentially enormous shift of traditionally state
cases into federal courts. Expressing concern over the
increased volme of federal litigation,” and noting the

importance of adhering to “legislative intent,” Mcrrel! Dun
thought it improbable that the Congress, having made no
provision for a federal cause of action, would have meant
to welcome any state-law tort case implicating federal law
“sotely because the violation of the federal statute is said
to [create] a rebuttable presumption [of negligence
under state law.” 478 U. S.. at 811812 (internal quota
tion marks omitted), In this situation, no welcome mat
meant keep out. Meruei! Dow’s analysis thus fits within
the framework of examining the importance of having a
federal forum for the issue, and the consistency of such a
forum with Congress’s intended division of labor between
state and federal courts.

Other urtschcuons treat a violation of zi federal statute as
of negligence or, like Ohio itself in Mcrreli Dow Phqrrnuceumcat bir. v,
Thoeipson, ‘118 U. S. 804 (1OB). as creawig a rebuttable rewnptmon
of negligence. Restatement (Thir&) of Tarts (proposed final dratti Si
Commentc. Either approach could still Implicate isSues otfodaral law,
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As already indicated, however, a comparable analysis
yields a different jurisdictional conclusion in this case,
Although Congress also indicated ambivalence in this case
by providing no private right of action to Grable, it is the
rare state quiet title action that involves contested issues
at federal law, see a. 3, supro. Consequently, jurisdiction
over actions like Grable’s would not materially affect, or
threaten to affect, the normal currents of litigation. Given
the absence of threatening structural consequences and
the clear interest the Government, its buyers, and its
delinquents have in the availability of a federal forum,
there is no good reason to shirk from federal jurisdiction
over the dispositive and contested federal issue at the
heart of the statelaw title claim.7

lv
The judgment of the Court of Appeals, uphnlthng federal

jurisdiction over Grable’s quiet title action, is affirmed.

ft is so orckrt’d.

At oral argument Grable’s counsel espoused the posuwn that afier
Mere1l Dow, federalquestion juristhccton over state4aw claims nbsen
a federal right of action. could be recognized only where a conawutional
issue was et stake, There ts. however, no reason tn text or otherwise to
draw such a z’otigh tine. As Pderrc’lI Dow itself suggested, constiruttonal
questions .ny be the more hkely ones to reach the level of stibstaulial
it.y that can jusLit federal jurisdiction. 475 U. S., in 814, n. 12. But a
flat ban on statutory questions wpuld mechanically exclude sigmlicant
questions f tderal law bite the one this case presents.
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UNiTED MINE WOF1KERS OF AMERICA, Petitioner,
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Paul GIBBS.
Argued Jan. 20, 1966.

Decided March 28, 1966.
Mt. Justice BRENNAN delivered the opinion ot the Court.

Respondent Paul Gibbs was awarded compensatory and punitive damages in this actionagainst petitioner United Mine Workers of America (NMW) for alleged violations of § 303 of theLabor Management Relations Act, 1947461 Stat. 158 , as amended, l and of the common law ofTennessee. The case grew out of the rivalry between the United Mine Workers and the SouthernLabor Union over representation of workers in the southern Appalachian coal fields. TennesseeConsolidated Coal Company, not a party here, laid off 100 miners of the UMW’s Local 5881 whenit closed one of its mines in southern Tennessee during the spring of 1960. Late that summer,Grundy Company, a wholly owned subsidiary of Consolidated, hired respondent as minesuperintendent to attempt to open a new mine on Consolidated’s property at nearby Grays Creekthrough use of members of the Southern Labor Union. As part of the arrangement, Grundy alsogave respondent a contract to haul the mine’s coal to the nearest railroad loading point.

On August 15 and 16, 1960, armed members of Local 5881 forcibly prevented the openingof the mine, threatening respondent and beating an organizer for the rival union.2 The members ofthe local believed Consolidated had promised them the jobs at the new mine; they insisted That ifanyone would do the work, they would. At this time, no representative of the UMW, theirinternational union, was present. George Gilbert, the UMW’s field representative for the areaincluding Local 5881, was away at Middlesboro, Kentucky, attending an Executive Board meetingwhen the members of the local discovered Grundy’s plan; he did not return to the area until latein the day of August 16. There was uncontradicted testimony that he first learned of the violencewhile at the meeting, and returned with explicit Instructions from his international union superiorsto establish a limited picket line, to prevent any further violence, and to see to It that the strike didnot spread to neighboring mines. There was no further violence at the mine site; a picket line wasmaintained there for nine months; and no further attempts were made to open the mine during thatperiod. ‘

Respondent lost his job as superintendent, and never entered into performance of hishaulage contract He testified that he soon began to lose other trucking contracts and mineleases he held in nearby areas. Claiming these effects to be the result of a concerted union planagainst him, he sought recovery not against Local 5881 or its members, but only againstpetitioner, the international union. The suit was brought in the United States District Court for theEastern District of Tennessee, see, and jurisdiction was premised on allegations of secondaryboycotts under s 303, The state law claim, for which jurisdiction was based upon the doctrine ofpendant jurisdiction, asserted ‘an unlawful conspiracy and an unlawful boycott aimed at him and(Grundy) to maliciously, wantonly and willfully interfere with his contract of employment and with
his contract ot haulage.’

The trial judge refused to submit to the jury the claims of pressure intended to cause miningfirms other than Grundy to cease doing business with Gibbs; he found those claims unsupportedby the evidence, The jury’s verdict was that the UMW had violated both § 303 and state law.Gibbs was awarded $60,000 as damages under the employment contract and $14,500 under thehaulage contract; he was also awarded $100,000 punitive damages. On motion, the trial court setaside the award of damages with respect to the haulage contract on the ground that damage wasJ unproved It also held that union pressure on Grundy to discharge respondent as supervisorwoutd constitute only a primary dispute with Grundy, as respondent’s employer, and hence wasnot cognizable as a claim under § 303. interference with the employment relationship wascognizable as a state claim, however, and a remitted award was sustained on the state law claim.6 220 F.Supp. 871 . The Court at Appeals tot the Sixth Circuit affirmed. 343 F.2d 609 . We grantedcertiorari. 382 US. 809 , 86 S.Ct. 59, 15 LEU.2d 58 . We reverse.
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With the adoption of the Federal Rules of Civil Procedure and the unified form of action,
Fed.Rule Civ.Proc. 2, much of the controversy over cause of action’ abated. The phrase
remained as the keystone of the Hum test, however, and, as commentators haue noted, has
been the source of considerable confusion. Under the Rules, the impulse is toward entertaining
the broadest possible scope otactiori consistent with fairness to the parties; joinder of claims,
parties and remedies is sttongly encouraged. Yet because the Hum question involves issues
of jurisdiction as well as convenience, there has been some tendency to limit its application to
cases in which the state and federal claims are, as in H urn, ‘little more than the equivalent of

different epithets to characterize the same group of circumstances,’ 289 U.s. at 246 , 53 S.Ct, at
590 . •11

This limited approach is unnecessarily grudging. Pendent jurisdiction, in the sense of
judicial power, exists whenever there is a claim arising under tthe) Constitution, the Laws of theUnited States, and Treaties made, or which shall be made, under their Authority * * ,‘ U.S.Const.,
Art. Ill, § 2, and the relationship between that claim and the state claim permits the conclusion
that the entire action before the court comprises but one constitutional ‘case: 12 The federal claim .

must have substance sufficient to confer subject matter jurisdiction on the court Levering &
Garrinues Co. v. Morrin,289 US. 103 ,53S.Ct. 549 , 77 L.Ed. 1062 . The state and federal claims
must derive from a common nucleus of operative tact. But if, considered without regard to their
federal or state character, a plaintiff’s claims are such that he would ordinarily be expected to try
them all in one judicial proceeding, then, assuming substantiality of the federal issues, there is
power in federal courts to hear the whole.

That power need not be exercised in every case in which it is found to exist. It has
consistently been recognized that pendant jurisdiction is a doctrine of discretion, not of plaintiffs
right. 14 Its justification lies in considerations of judicial economy, convenience and fairness to
litigants; if these are not present a federal court should hesitate to exercise jurisdiction over state
claims, even though bound to apply state law to them, Erie R. Co. v. Toml3kins,304 U.S. 64 ,

S.Ct. 317 ,J1. Needless decisions of state law should be avoided both as a matter ofcomity and to promote justice between the parties, by procuring for them a surer-footed reading of
applicable law. 15 Certainly, it the federal claims are dismissed before trial, even though not
insubstantial In a jurisdictional sense the state claims should be dismissed as well 16 Similarly,
it it appears that the state issues substantially predominate, whether in terms of proof, of the
scope of the issues raised, or of the comprehensiveness of the remedy sought, the state claims
may be dismissed without prejudice and left for resolution to state tribunals. There may, on the
other hand, be situations in which the state claim is so closely tied to questions of federal policy
that the argument for exercise of pendant jurisdiction is particularly strong. In the present case, for
exam p19, the allowable scope of the state claim implicates the federal doctrine of pre-emption;
while this interrelationship does not create statutory federal question jurisdiction, Louisville &
N.R. Co. v. Moltley.21 1 U.S. 169 , 29 S.Ct. 42 .53 L.Ed. 126 ,its existence is relevant to the
exercise of discretion. Finally, there may be reasons independent of jurisdictional consideratIons,
such as the likelihood of jury confusion in treating divergent legal theories of relief, that would
justify separating state and federal claims for trial, Fed.Rule Civ.Prcc. 42(b). If so, jurisdiction
should ordinarily be refused.

The question of power will ordinarily be resolved on the pleadings. But the issue whether
pendent jurisdiction has been properly assumed is one which remains open throughout the
litigation. Pretrial procedures or even the trial itself may reveal a substantial hegemony of state
law claims, or likelihood of jury confusion, which could not have been anticipated at the pleading
stage. Although it will of course be appropriate to take account in this circumstance of the already
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completedeourse of the litigation, dismissal of the state claim might even then be merited. For
example, it may appear that the plaintiff was well aware of the nature of his proofs and the

, relative importance of his claims; recognition of a federal courVs wide latitude to decide ancillary
questions of state law does not imply that it must tolerate a litigant’s effort to impose upon it what
is in effect only a state law case. Once it appears that a state claim constitutes the real body of a
case, to which the federal claim is only an appendage, the state claim may fairly be dismissed.

We are not prepared to say that in the present case the District Court exceeded its
discretion in proceeding to judgment on the state claim. We may assume for purposes of decision
that the District Court was correct in its holding that the claim of pressure on Grundy to terminate
the employment contract was outside the purview of § 303. Even so, the § 303 claims based on
secondary pressures on Grundy relative to the haulage contract and on other coal operators
generally were substantial. Although § 303 limited recovery to compensatory damages based on
secondary pressures, Local 20, Teamsters, Chauffeurs and Helpers Union. v. Morton, supra, and
state law allowed both compensatory and punitive damages, and allowed such damages as to
both secondary and primary activity, the state and federal claims arose from the same nucleus of
operative fact and reflected alternative remedies. Indeed, the verdict sheet sent in to the fury
authorized only one award of damages, so that recovery could not be given separately on the
federal and state claims.

It is true that the § 303 claims ultimately failed and that the only recovery allowed
respondent was on the state claim. We cannot confidently say, however, that the federal issues
were so remote or played such a minor role at the trial that in effect the state cLaim only was tried.
Although the District Court dismissed as unproved the § 303 claims that petitioner’s secondary
activities included attempts to induce coat operators other than Grundy to cease doing business
with respondent, the court submitted the § 303 claims relating to Grundy to the jury. The jury
returned verdicts against petitioner on those § 303 claims, and it was only on petitioner’s motion
for a directed verdict and a judgment n.ov. that the verdicts on those claims were set aside. The
District Judge considered the claim as to the haulage contract proved as to liability, and held it
failed only for lack of proof of damages. Although there was some risk of confusing the jury in
joining the state and federal claims—especially since, as will be developed, differing standards of
proof of UMW involvement applied—the possibility of confusion could be lessened by employing
a special verdict form, as the District Court did Moreover, the question whether the permissible
scope of the state claim was limited by the doctrine of pre-emption afforded a special reason for
the exercise of pendant jurisdiction; the federal courts are particularly appropriate bodies for the
application of pra-emption principles. We thus conclude that although it may be that the District
Court might, in its sound discretion, have dismissed the state claim, the circumstances show no
error in retusing to do so.
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SUPREME COURT OF THE UNITED STATES

Nas. 0—7O and 01—70

EXXON MOB[L CORPORATION, PETITl0R
O4 .70 r.

ALLAPATTAH SERVICES, INC., ST AL.

f)3 WRIT OF CERTIORARI TO THE UNITED STATES COURT OF
APPEALS FOR TI-jR ELEVENTH CIRCUiT

MARIA DEL ROSARtO ORTEGA, ST AL.. PETITIONERS
04—79

STAR-lUST P001)5, INC.

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF
APPEALS FOR THE FIRST CIRCUIT

tJune 23. 2005]

JLSTICE KENNEDY delivered the opinion of the Court,
These consolidated cases present the question whether a

federal court in a diversity action may exercise supple
mental jurisdiction over additional plaintiffs whose claims
do not satisfy the minimum amount-in-controversy re
quirement, provided the claims are part of the same case
or controversy as the claims of plaintiff’s who do allege a
sufficient amount in controversy. Our decision turns on
the correct interpretation of 28 U. S. C. §1367. The ques
tion has divided the Courts of Appeals, and we granted
certiorari to resolve the conflict. 543 U. S._ (200.1).

We hold that, where the other elements of jurisdiction
are present and at least one named plaintiff in the action
sa Lises the a mount-in-controversy requirement, § 1367
does authorize supplemental jurisdiction over the claims
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of other plaintiffs in the same Article III case or contro
versy, even if those claims are for less than the jurisdic
tional amount specified in the statute setting forth the
requirements for diversity jurisdiction. We affirm the
judgment of the Court of Appeals tot the Eleventh Circuit
in No. 04—70, and we reverse the judgment of the Court of
Appeals for the First Circuit in No. 04—73.

I
In 1991, about 10,000 Exxon dealers fUed a class-action

suit against the Ecxon Corporation in the United States
District Court for the Northern District of Florida. The
dealers alleged an intentional and systematic scheme by
Exxon under which they were overcharged for fuel pur
chased from Exxon. The plaintiffs invoked the Dstvict
Court’s §1332(a) diversity jurisdiction. After a unanimous
jury verdict in favor of the plaintiffs, the District Court
certified the case for interlocutory review, asking whether
it had property exercised §1367 supplemental jurisdiction
over the claims of class members who did not muet the
jurisdictional ninimum amount in controversy.

The Court of ApeaJs for the Eleventh Circuit upheld
the District Court’s extension of aupplemental jurisdiction
to these class members. Aflapettah Services, Inc. v. Exxon
Corp., 333 F. 3d 1248 (2003). “fW]e find,” the court held,
“that §367 clearly and unambiguously provides district
courts with the aithority in diversity class actions to
exercise supplemental jurisdiction over the claims of class
members who do not meet the minimum amount in con
troversy as long as the district court has original jurisdic
tion over the claims of at least one of the class representa
tives.” Id., at 1256. This decision accords with the views
of the Courts of Appeals for the Fourth. Sixth, and Sev
enth Circuits. See Rosmer v. Pfizer, Inc., 263 F, 3d 110
(CA4 2001): Olden v. LaFarge corp., 383 F. 3d 495 (CAG
2004): Stromberg Metal Works, Inc. u. Press MechanicI,
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bc., 77 F, 3d 928 (0A7 l996; In re Brand Name Presci’p
(ion DrLrgs AnULttist Liligation, 123 F. 3d 599 (CA7 1997).
The Courts of Appeals for the Fifth and Ninth Circuits,
adopting a similar analysis of the statute, have held that
in a diversity class action the unnamed class members
need not meet the amount-incontroversy requirement,
provided the named e1as members do. These decisions,
however, are unclear on whether all the named plaintiffs
must satis this requirement. In re Abbott Labs., 51 F. 3d
524 (CM 1995); Gibson v. Inyster Corp., 261 F. 3d 927
(CA9 2001).

In the other case now before us the Court of Appeals for
the First Circuit took a different position on the meaning
of § t367(o). 370 F. 3d 124 (2004). In that case, a 9year-
old girl sued StarKist in a diversity action in the United
States District Court for the District of Puerto Rico, seek.
lag damages for unusually severe injuries she received
when she llced her finger on a tuna can. Her family
joined in the suit, seeking damages for emotionat distress
and certain medical expenses. The District Court granted
summary judgment to StarKist, finding that none of the
plaintiffs met the minimum amount—in-controversy re
quirement. The Court of Appeals for the First Circuit.
however, ruled that the injured girl, but not her family
members, had made allegations of damages in the requi
site amount.

The Court of Appeals then addressed whether, in light
of the fact that one plaintiff met the requirements for
original jurisdiction, supple mental jurisdiction over the
remaining plaintiffs’ claims was proper under §1367. The
court held that § 1387 authorizes supptemental jurisdiction
only when the district court has original jurisdiction over
the action, and that in a diversity case original jurisdiction
is lacking if one plaintiff fails to satis& the amount-in-
controversy requirement. Although the Court of Appeals
claimed to “express no view” on whether th result would
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be the same in a class action, id., at 113, a. 19, its analysis
is inconsistent with that of the Court of Appeals for the
Eleventh Circuit. The Court of Appeals for the FIrst
Circuit’s view of § 1367 is, however, shared by the Courta
of Appeal for the Third, Eighth, and Tenth Circuits, and
the tatter two Courts of Appeals have expressly applied
this rule to class actions, See Meriteare, fur. v. Si. Paul
Mercury Ins. Cv., 166 F. 3d 214 (CA3 1999); Triiubk v.
Marco, Inc., 232 F. 3d 946 (CA8 2000); Leonhurdi v. West
em Sugar Cc., 160 F. 3d 631 (CA 10 19B).

[1
A

The district courts of the United States, as we have said
many times, are “courts rJ limited jurisdiction. They
possess only that power authorized by Constitution and
statute,” Kvkkon en v. Guardian Life ins. Go. of ilnicrica,
511 U. S. 375, 377 (1993). In order to provide a federal
forum for plaintiffs who seek to vindicate federal rights,
Cotwress has conferred on the district courts original
jurisdiction in federal-question cases—civil actions that
arise under the Constitittion laws, or treaties of the
United States. % U. S. C. §t3SL In order to provide a
neutral forum for what have come to be known as diver
ity cases, Congress also has granted dIstrict courts origi•
nal jurisdiction in civil actions between citizens of diffur.
cot States, between U. S. citizens and foreign citizens, or
by foreign states against U. S. citizens. §1332. To eoure
that diversity jttrisdiction does not flood the federal courts
with minor disputes, §1332(a) requires that the matter in
controversy in a diversity case exceed a specified amount.
currently $75,000. §1332(a).

Although the district courts may not exercise jurisdic
tion absent a statutory basis, it is well established—in
certain classes of cases--that, once a court has original
jurisdiction over same claims in the action, it may ecrcise
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supplemental jurisdiction over additional claims that axe
part of the same case or controversy. The leading modern
case for this principle is Mine Workers v. Gibbs, 383 U. S.
715 (1966). In GibbL the plaintiff alleged the defendants
conduct violated both federal and state law. The District
Court, Gibbs held, had original jurisdiction over the action
based on the federal claims, Gibbs confirmed that the
District Court had the additional power tthough not the
obligation) to exercise supplemental jurisdiction over
related state claims that arose from the same Article lit
case or controversy. Id., at 725 t”The federal claim must
have substance sufficient to confer subject matter jurisdic
tion on the court. ,. fAjssuming substantiality of the
federal issues, there s power in federal courts to hear the
tvhole’).

As we later noted, the decision allowing jurisdiction over
pendent state claims in Gibbs did not mention, let alone
come to grips with, the text of the jurisdictional statutes
and the bedrock principle that federal courts have no
jurisdiction without statutory authorization. Fiiiley v,
Unfled &otes, 490 U. S. 54 548 (1989), in Finky, we
nonetheless reaffirmed and rationalized Gibbs and its
progeny by inferring from it the interpretive principle
that, in cases involving supplemental jurisdiction over
adthtional claims between paities propeily in federal
court, the jurisdictional statutes should be read broadly,
on the assumption that in this context Congress intended
to authorize courts to exercise their full Article UI power
to dispose of an ‘“entire action before the court [which]
comprises but one constitutional “case.”” 490 U. S., at
549 (quoting Gibbs, sxxpro, at 725).

We have not, however, applied Gibbs’ expansive inter-
p relive approach to other aspects of the jurisdictional
statutes. For instance, we have consistently interpreted
§133% as requiring complete diversity: In a case with
multiple plaintiffs and multiple defendants, the presence
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in the action of a single plaintiff from the same State as a
single defendant deprives the district court of original
diversity jurisdiction over the entire action. Srawhrirlge
v. Curtiss, 3 Cranch 267 (1806): Quen Equipznc’nt & free
11cm co. v. [(roger, 437 U. S. 385, 375 (178). The complete
diversity requirement is not mandated by the Constitu
tion. Stale Farm fire & casualty Co v, Tashire, 386 U S.
523, 530 531 (1967), or by the plain text of §1332(a). The
Court, nonetheless, has adhered to the complete diversity
rule in light of the purpose of the diversity requirement,
which is to provide a federal forum for important disputes
where state courts might favor, or be perceived as favor
ing, home-state lItigants. The presence of parties from the
same State on both sides of a case dispels this concern.
eliminating a principal reason Ir conferring §1332 juris
diction over any of the claims in the action. See Wiseoiisin
Dept. of corrections v. Schachl, 524 U. 5. 381. 389 (1998):
Nerc,,,a,t-Green, Inc. v. Alfonzo-Larrain, 490 U. S. 826. 82%
(1989). The specific purpose of the complete diversity rule
ccplains both why we have not adopted Gibbs’ espansive
interpretive approach to this aspect of the jurisdictiunul
statute and why Gibbs does not undermine the complete
diversity rule. In order for a federal court to invoke sup
plemental jurisdiction under Gibbs, it must first have
original jurisdiction over at least one claim in theactioi.
I nwniplete thversit destroys oi tginl jurisdiction with
respect to all claims, so there is nothing to which supple
mental jurisdiction can adhere.

In contrast to the diversity requir-ement, most of the
other iLitutory pteiequisites for tedeial jutitdiction
incluthng the federal question arid amount ni controeis
requirements, can be analyzed claim by claim. True, it
does not follow by necessity from this that a district court
has authority to exercise supplemental jurisdiction over
all claims provided there is original jurisdiction over just
one. Before the enactment of §1367. the Court declined in
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contexts other than the pendant-claim instance to follow
Gibbs’ expansive approach to interpretation of the jut’is
dictional statutes, The Court took a more restrictive ‘iew
of the proper interpretation of these statutes in so-called
pendant-party cases involving supplemental jurisdiction
over claims involving additional parties—plaintiffs or
defendants—where the district courts would lack original
jurisdiction over claims by each of the parties standing
alone.

Thus, with respect to plaintiff-specific jurisdictional
requirements, the Court held in Clark v. Paul Gray, inc.,
306 U. S. 583 (1939), that every plaintiff must separately
satisfy the amount-in-controversy requirement. ‘though
Clark was a faderal.question case, at that time federal-
question jurisdiction had an amount-in-controversy re
quirement analogous to the amount-in-controversy re
quirement for diversity cases. “Proper practice,” Clan?
held, “requires that where each of several plaintiffs is
bound to establish the jurisdictional amount with respect
to his own claim, the suit should he dismissed as to those
who fail to show that the requisite amount is involved.”
Id,. at F,90. The Court reaffirmed this rule, in the context
of a class action brought invoking §1332(a) diversity juris
diction, in Zohn v. Thlernaiioi:al Paper £“o., 4t4 U. S. 291
(1973). It follows “inescapably” from Clark, the Court heki
in Zahn. that “any plaintiff without the jurisdictional
amount must be dismissed from the case. even though
others allege jurisdictionally sufficient claims.” 414 U. S.
at 300.

The court took a similar approach with respect to sup
plemental jurisdiction over claims against additional
defendants that fail outside the district courts’ original
jurisdiction. In .4idinger v. Howard, 427 U. S. I (1976),
the plaintiff brought a 42 U. S. C. §1983 action against
county officials in district court pursuant to the statutory
grant of jurisdiction in 28 U. S. C. §1343(3) (1976 ad.).
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The plaintiff further alleged the court had supplemental
jurisdiction over her related state-law claims against the
county, even though the county was not enable under
§1983 and so was not subject to §1343(3)’s original juris
diction. The Court held that supplemental jurisdiction
could not be exercised because Congress, in enacting
§1343(3), had declined (albeit implicitly) to extend federal
jurisdiction over any party who could not be sued under
the federal civil rights stntutes. 427 U. S., at 16—19.
“Before it can be concluded that [supplementalj jurisdic
tion [over additional partiesj exIsts,” Aldingt’r held, ‘ti

federal court must satisfy itcLf not only that Artlicici UI
permits it, but that Congress in the statutes conferring
jurisdiction has not expressly or by implication negated its
existence.” Id.. at 18.

In Finley e. Unifrd Stv(es, 190 U. S. 545 (1989). we
confronted a similar issue in a different statutory context.
The plaintiff in FInley brought a Federal Tort Claims Act
negligence suit against the Federal Aviation Administra
tion in District court, which had original jurisdiction
under §1316(b). rFhe plaintiff tried to add related clairn
against other defendants, invoking the District Court’s
supplemental jurisdiction over so-called pe ndent parties.
We held that the District Court lacked a sufficient statu
tory basis for exercising supplemental jurisdiction over
these claims. Relying primarily on Zahn, Atdinger, and
Kroger, we held in Finley that “a grant of jurisdiction over
claims involving particular parties does not itself confer
jurisdiction over additional claims by or against diftircnt
parties.” 490 U. S., at 556. While Finley did not “limit or
impair” Gibbs’ liberal approach to interpreting the juris’
dictional statutes in the context of supplemental jurisdic
tion over additional claims involving the same parties, 490
U. S., at 556. Fintey nevertheless declined to extend that
interpretive assumption to claims involving additional
parties. fintey held that in the context of parties, in con-
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trust to claims, “we will not assume that the full constitu
tional power has been congressionally authorized, and will
not read jurisdictinal statutes broadly.” Id., at 519.

As the jurisdictional statutes existed in 1989, then. here
is how matters stood: First, the diversity requirement in
§1332(a) required complete diversity; absent complete
diversity, the district court lacked original jurisdiction
over all of the claims in the action. Sfrawbridge, 3
Urn nch, at %6%..268; Kroger, 437 U. S., at 37337 1. Sec.
ond, if the district court had orIginal jurisdiction over at
least one claim, the jurisdictional statutes implicitly au
thorized supplemental jurisdiction over all other claims
between the same parties arising out of the same Article
lit case or controversy. Gibbs, 383 U. S., at 725. Third,
even when the district court had original jurisdiction over
one or mare claims between particular parties, the juris
dictional statutes did not authorize supplemental jurisdic
tion over additional claims involving other parties. Clark.
supra, at 590; Zaha, siipra, at 300--301; Flaky, supta, at
556.

B
In FiNley we emphasized that “[wihatever we say re

garding the scope of jurisdiction conferred by a particular
statute can of course he changed by Congress.” 490 U. S.,
at 556. In 1990,Congressaccepted the invitation. lt
passed the Judicial Improvements Act, 104 Stat. 5089,
which enacted §1367, the provision which controls these
cases.

Section 1367 provides, in relevant part

“(a) Except as provided in subsections (b) and (c) or as
expressly provided otherwise by Federal statute, in
any civil action of which the district courts have origi.
nat jurisdiction, the district courts shall have supple.
mental jurisdiction over all other claims that are so
related to claims in the action within such original ju
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risdiction that they form part of the same case or con
troversy under Article 111 of the United States t’onsti
tution. Such supplemental jurisdiction shall include
cLaims that involve the joinder or intervention of addi.
tional parties.
“(5) In any civil action of which the district courts
have original jurisdiction founded solely on section
1332 of this title, the district couvts shall not have
supplemental jurisdiction under subsection (a) over
claims by plaIntiffs against persons made parties un
dcc Rule it, 19, 20, or 21 of the Federal Rules of Civil
Procedure, or over claims by persons proposed to be
joined as plaintiffs under Rule 19 of such rules, or
seeking to intervene as plaintiffs under Rule 21 of
such rules, when exercising supplemental jurisdiction
over such claims would be inconsistent with the juris
dictional requirements of section 1332.”

All parties to this litigation and all courts to consider
the question agree that §1367 overturned the result in
Fia!ey. There is no warrant, however, far assuming that
§1367 did no mare than to overrute Finley and otherwise
to codify the existing state of the law of supplemental
jurisdiction. We must not give jurisdictional statutes a
more expansive interpretation than their text warrants.
490 U. S., at 549, 556; but it is just as important not to
adopt an artificial construction that is narrower than what
the text provides. No sound canon of interpretation cc’
quires Congress to speak with extraordinary clarity in
order to modify the rules of fede.rat jurisdiction within
appropriate constitutional bounds. Ordinary principles of
statutory construction apply. In order to determine the
scope of supplemental jurisdiction authorized by §1367,
then, we must examine the statute’s text in light of eon
text, structure, and related statutory provisions.

Section 1367(a) is a broad grant of supplemental juris
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thction over other claims within the same case or contro
versy, as long as the action is one in which the district
courts would have original jurisdiction. The last sentence
of §1367(a) makes it clear that the grant of supplemental
juristhction extends to claims involving joinder or inter
vention of additional parties. The single question before
us, therefore, is whether a diversity case in which the
claims of so me plaintiffs satisfy the amount-in-controversy
requirement, but the claims of others plaintiffs do not,
presents a “civil action of which the district courts have
original jurisdiction” If the answer is yes. § 1367(a) con
fers supplemental jurisdiction over all claims, including
those that do not independently satisfy the amount-in-
controversy requirement, [1 the claims are part of the
same Article III case or controversy. If the answer is no,
§1367(a) is inapplicable and, in light of our holdings in
Clark and Zahn, the district court has no statutory basis
for exercising supplemental jurisdiction over the adth
tional claims.

We now conclude the answer must be yes. When the
vell-pleaded complaint contains at least one claim that
satisfies the amount-in-controversy requirement, a rid
there are no other relevant jurisdictional defects, the
district court, beyond all question, has original jurisdiction
over that claim. The presence of other claims in the coin-
plaint, over which the district court may lack original
jurisdiction, is of no moment. If the court has original
jurisdiction over a single claim in the complaint, it has
original jurisdiction over a “civil action” within the mean
ing of l367(a), even if the civil action over which it has
jurisdiction comprises fewer claims than were included in
the complaint. Once the court determines it has original
jurisdiction over the civil action, it can turn to the ques
tion whether it has a constitutional and statutory basis fur
exercising supplemental jurisdiction over the other claims
in the action.

rq.
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Section 1367(a) commences tvith the direction that
§1367(b) and (c), or other relevant statutes, may provide
specific exceptions, but otherwise §1367(a) is a broad
jurisdictional grant, with no distinction drawn between
pendcntclaim and pendent-party cases. In fact, the last
sentence of1367(a) makes clear that the provision grants
supplementa’ jitrisdtction over claims involving joinder or
intervention of additional parties. The terms of §1367 do
not acknowledge any distinction between pendent jurisdic
tion and the doctrine of so-called ancillary juridietjn,
Though the doctrines of pendent and ancillary jurisdiction
developed separately as a historical matter, the Court has
recognized that the doctrines are “two species of the same
generic probLem,” Krogcr, 137 U. S., at 370. Nothing in
§1367 indicates a congressional intent to recognize, pre
serve, or eteate some meaningful, substantive dIstinction
between the jurisdictional categories we have historically
labeled pendent and ancillary.

If §1367(a) were the sum total of the relevant statutory
language, our holding would rest o that language alone,
The statute, of course, instructs us to examine §1367(b) to
determine if any of its exceptions apply, so we proceed to
that section. While §1367tb qualifies the broad rule of’
§1367(a), it does not withdraw supplemental jurisdiction
over the claims of the additional parties at issue here. The
specific etceptions to §1367(a) contained in §1367(h).
moreover, provide additional support for our conclusion
that §1367(a) confers supplemental jurisdiction over these
claims. Section 1367(b), which apphes only to diversity
cases, withholds supplemental jurisdiction over the c)aims
of plaintiffs proposed to be joined as indispensable parties
under Federal Rule of Civil Procedure 19, or who seek to
intervene pursuant to Rule 21. Nothing in the test of
§1367(b), however, withholds supplemental jurisdiction
over the claims of plaintiffs permissively joined under
Rule 20 (like the additional plaintiffs in No. 0479) or
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certified as ciass.action members pursuant to Rule 23 (like
the additional plaintiffs in Na. 04—70). The natural, in
deed the necessary, inference is that § 1307 confers sup
plemental jurisdiction over claims by Rule 20 and Rule 23
plaIntiffs. This inference, at least with respect to Rule 20
plaintiffs, is strengthened by the fact that §1367(b) explic
itly excludes supplemental jurisdiction over claims against
defendants joined under Rule 20.

We cannot accept the view, urged by some othe parties,
commentators, and Courts of Appeals. that a district court
lacks original jurisdiction over a civil action unless the
court has original jurisdiction over every claim in thu
complaint. As we understand this position, it requires
assuming either that all claims in the complaint must
stand or fall as a single, Indivisible “civil action” as a
matter of cleEnitional necessity—what we will relir to as
the “indivisibility theory”—or else that the inclusion of a
claim or party llling outside the district courts original
jurisdiction somehow contaminates every other claim in
the complaint, depriving the court of original juristhetion
over any of these claims-—what we will refer to as the
‘contaminatjon theory.”

The indivisibility theory is easily dismissed, as it is
inconsistent with the whole notion of supplemental juris
diction. If a district court must have original jurisdiction
over every claim in the complaint in order to have “origi
nal jurisdiction” over a “civil action,” then in Gibbs there
was no civil action of which the district court could assume
original jurisdiction under §1331, and so no basis for
exercising supplemental jurisdiction over any of the
claims. The indivisibility theory is further belied by our
practice—in both federaL-question and diversity cases—nt
allowing federal courts to cure jurisdIctional Uefcts by
dismissing the offending parties rather than dismissing
the entire action. Clark, for example, makes clear that
claims that are jurisdictionally defective as to amount in
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controversy do not destroy original jurisdiction over other
claims. 306 U. S., at 590 (dismissing parties who failed to
meet the amount-in-controversy requirement but retain
ing jurisdiction over the remaining party). If the presence
of jurisdictionally problematic claims in the complaint
meant the district court was without original jurisdiction
over the single, indivisible civil action before it, then the
district court would have to dismiss the whole action
rather than particular parties.

We also find it unconvincing to say that the definilional
indivisibility theory applies in the context of diversity
cases but not in the context of federal-question cases. The
broad and general language of the statute does not permit
this result. The contention is premised on the notion that
the phrase “original jurisdiction of all civil actions” means
different things in §1331 and §1332. It is implausible,
however, to say that the identical phrase means one thing
(original jurisdiction in all actions where at least one claim
in the complaint meets the following requirements) in
§13:31 and something else (originat jurisdiction in all
actions where every claim in the complaint meets the
following requirements) in §1332.

The contamination theory, as we have noted, can make
some sense in the special context of the complete diversity
requirement because the presence of riondiverse parties on
both sides of a lawsuit eliminates the justification for
providing a federal forum. The theory, however, makes
little sense with respect to the amount-in-controversy
requirement, which is meant to ensure that a dispute is
sufficiently important to warrant federal-court attention.
The presence of a single nondiverse party may eliminate
the fear- of bias with respect to all claims, but the presence
of a claim that falls short of the minimum amount in
controversy does nothing to reduce the importance of the
claims that do meet this requirement.

It is fallacious to suppose, simply from the proposition
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that § 1332 imposes both the diversity requirement nod tiw
amount-in-controversy requirement that the conta nu tin-
lion theory germane to the former is also relevant to the
latter, There is no inherent logical connection between the
amount-ineontroversv requirement and § 1332 diversity
jurisdiction. After all, federal-question jurisdiction once
had an amount-in-controversy requirement as well. If
such a requirement were revived under §1331, it is clear
beyond peradventure that § 1367(a) provides supplemental
jurisdiction over federal-question cases where some, hut
not all. of the fderaL-taw claims invotve a sufficient
amount in controversy. In other words, §1367(a) unambi
gunuslv overrules the hotding and the result in Clark. IL’
that is so. however, it would he quite extraordinary tnjav
that §1367 did not also overrule Zahn, a case that wa
premised in substantial part on the holding in Ci:rk.

We also reject the argument, similar to the attemptetl
distinction of College of Siizgewms discussed above. clumi
while the presence of additirnat claims over which tlw
district court lacks jurisdiction does not mean the cm ml
actron is outside the purview of § 1367(a). the presence ni
additional parties does. The basis for this distinction i
not altogether clear, and it is m considerable tension with
statutory text. Section 1367(a) applies by its terms to any
civil action of which the district courtS have original juris
diction, and the Last sentence of §1:367(a) expressly cmi-
templates that the court may have supplemental jurisdie
hon over additional parties. So it cannot be the case that
the presence Gf those parties destroys the court’s original
jurisdiction, within the meaning of §1367(a). over a civil
action otherwise properly before it. Also, §1367(h) ex
pressly wIthholds supplemental jurisdiction in diversit
cases over claims by plaintiffs joined as indispensable
parties under Rule 1. If joinder of such parties were
sufficient to deprive the district court of original juridmc.
tion over the civil action within the meaning of §1367(a).
this specific limitation on supplemental jurisdiction in
§1367(b) would be superfluous. The argument that the
presence of additional parties removes the civil action
from the scope of § 1367(a) also would mean that § 1367 leFt
the Fitttev result undisturbed. Finley, after all, involved a
Federal Tort Claims Act suit against a federal defendant
and state-Law claims against additional defendants not
otherwise subject to federal jurisdictioa. Yet all concede
that one purpose of §1367 was to change the result
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reached in Fiitky.
Finally, it is suggested that our interpretation of

§1361(a) creates an anomaly regarding the exceptions
listed in §1367(b): it is not immediately obvious why Con
gress would withhold supplemental jurisdiction over
plaintiffs joined as parties “needed for just adjudication”
under Rule 19 but would allow supplemental jurisdiction
over plaintiffs permissively joined under Rule 2O The
omission of Rule 20 plaintiffs from the list of exceptions in
§1367(b) may have been an “unintentional drafting gap,”
Meriieort. 1(56 F. 3d, at 221 and a. 6. If that is the case, it
is up to Congress rather than the courts to fix it. The
omission may seem odd, but it is not absurd. An aherna.
tive explanation for the diffcrent treatment of Rule t9 and
Rule 20 is that Congress was concerned that extending
supplemental jurisdiction to Rule 19 plaintiffs would allow
circumvention of the complete diversity rule: A nondleerse
plaintiff might be omitted intentionally from the original
action, but joined later under Rule 19 as a necessary
party. See Slromtwrg ML’iaI Works, 17 F. 3d, at 9:12, The
contamination theory described above, if applicable,
means this ruse would fait, but Congress may have
wanted to make assurance double sure. More generally,
Congress may have concluded that federal jurisdiction is
only appropriate if the district court would have original
jurisdiction over the claims of all those plaintiffs who arc
so essential to the actiOn that they could be joined under
Rule 19.

To the xtent that the omission of Rule 20 plaintiffs
from the list of §13(57(b) exceptions is anomalous, more
over, it is no more anomalous than the inclusion of Rule 19
plaintiffs in that list would be if the alternative view of
§13(57(a) were to prevail. if the district court lacks origi
nal jurisdiction over a civil diversity action where any
plaintiffs claims fail to comply with all the requirements
of §1332, there is no neect for a special §1367(b) exception
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t,r Rule 19 plaintiffs who do not meet these requirements.
Though the omission of Rule 20 plaintiffs from §1367th)
presents something of a puzzle an our view of the statute,
the inclusion of Rule 19 plaintiffs in this section is at least
as difficult to explain under the alternative view.

And so we circle back to the original question, When the
wefl’pleaded complaint in district court includes muLtiple
claims, all part of the same case or controversy, and some.
but not aH, of the claims are within the court’s original
jurisdiction, does the court have before it ‘any civil action
of which the district courts hove original juridiction’? It
does. Under §1367, the court has original jurisdiction over
the civil action comprising the claims for which there is no
jurisdictional defect. No other reading of §1367 is plausi
ble in light of the test and structure of the jurisdictinnal
statute. Though the special nature and purpose of the
diversity requirement moan that a single nondiverse party
can contaminate every other claim in the lawsuit, the
contamination does not occur with respect to jurisdictional
defects that go only to the substantive importance uf mdi
vidual claims.

It follows from this conclusion that the threshold re
quirement of §1367(a) is satisfied in cases, Like those now
before us, where some, but not all, of the plaintiffs in a
diversity action allege a sufficient amount in controversy.
We hold that §1367 by its plain tect overruled Clark and
Zuhu and authorized supplemental jurisdiction over all
claims by diverse parties arising out of the same Article
[H case or controversy, subject only to enumerated escep
tions not applicable in the cases now before us.

C
The proponents of the alternative view of §1:167 insist

that the statute is at least ambiguous and that we should
Look to other interpretive tools, including the legislative
history of §1367, which supposedly demonstrate Congress
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did not intend §t;167 to overrule Zrilui. We can reject this
argument at the very outset simply because §1367 is not
ambiguous. For the reasons elaborated above, intet’pret’
ing § t367 to foreclose supplemental jurisdiction ‘vcr
plaintiffs in diversity cases who do not meet the minimum
amount in controversy js inconsistent with the text. read
in light of other statutory provisions and our established
jurisprudence. Even if we were to stipulate, however. that
the reading these proponents urge upon us is textually
plausible, the teinsintive history cited to support it wouhi
not alter our view as to the best interpretation of §1:167.

As we have repeatedly held, the authoritative statement
is the statutory text. not the legislative history or any
other extrinsic material. Extrinsic materials have a rule
itt statutory interpretation only to the extent they shed a
reliable light on the enacting Legislature’s undt’rstandjn
of otherwise ambiguous terms. Not alt extrinsic mate oils
arc rehahie sources of insight into legislative understand
ms. however. and legislative history in particular is
vulnerable to two serious criticisms. First. logislarive
history is itself often murky, ambiguous, nod contradic
tory. Jdicia) investigation p1 legislative history hn- a
ende net to become to boi i ot Judge Let enth il in mu

rabte phrase, an exercise in ‘“looking over a crowd and
picking out your friends See Wald, Some ObSc?l’vatuin-,
on the Use of Legislative History in thc l91l Supreme
(‘ourt ‘Term. 68 Iowa L. Rev i, 211 t t983i. SecuncL
judicial reliance ott legislative materials like committee
reports. which arc not themseLves ubjct to the require
ments of Article 1. may give unrepresentative committee
members -or, worse yet. uneected staffers and lobby
ists both the power and the incentive to attempt strate
gic manipulations of legislative history to secure results
they were unable to achieve through the statutory text
We need not comment here on whether these problems ore
sufficiently prevalent to render legislative history inher
ently unreliable in all circumstances. a point on which
Members of this court have disagreed. It is clear, how
ever, that in this instance both criticisms are right on the
mark.
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to sum. even if we hetieved resort to tegistative history
were appropriate in these caesn point we do not con
cede—we would not give significant weight to the House
Report. The distinguished jurists who drafted the Sub

committee Working Paper, along with three of the particpants in the drafting of §13fi7, agree that this provision.on its face. overrules Z&in. This accords with th bestreading of the statute’s tett. and nothing in the legisEntivehistory indicates directly and epticittv that Congressunderstood the phrase eivil action of which the districtcourts have original jurisdiction” to ex hide cases in whichsome hut not all of the dLversty pIaintiffi meet theamount in controversy require metit.

* * *

The judgment of the Court of Appeah for the Eleventh
Circuit is offirmed. The judgment of the Court at’ \ppcals
for the first Circuit is reversed and the case is rema nd’d
for proceedings consistent with this opinion

11 is so ord’rtil
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SOME SuPPLEMENTAL JURISDICTION HYPOTHETICALS
PROFEssoR L0NNY HOFFMAN

Question 1

P (Texas) files suit against D (Oklahoma) in the U.S. District Court for the Southern District of
Texas based on a car accident in which P was injured. P seeks $100K in damages.

D files a third party complaint under Rule 14 against T (OH) alleging T is contributorily
negligent and thus is or may be liable to D for any damages that D is found to owe to P.

P then files a claim against T for $50,000 seeking recover for harm caused in the same accident.

Can all claims be adjudicated in the same federal action?

Question 2

‘What if T, instead, is from Texas?

Question 3

Does your answer change if P’s claim against T is for $100,000?

Question 4

P (Texas) files suit against D (Oklahoma) in the U.S. District Court for the Southern District of
Texas based on a federal patent infringement claim. P seeks $50K in damages.

D files a third party complaint under Rule 14 against T (OH) alleging T owes contractual
indemnity to D for any damages that D is ultimately found to owe to P.

P then files a claim against T for $50,000 seeking recover from T as a co-conspirator in the
infringement. Assume this claim also arises under federal law.

Can all claims be adjudicated in the same federal action?

Question 5

What if, instead, P’s claim against T arises only under state conspiracy law and does not come
within 1331?
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SUPREME COURT OF THE UNITED STATES

Ne. 04-I [10

GERALD T. MARTIN, ETuX, PETITIONERS L

FRANKLIN CAPITAL CORPORATION ET AL.

ON WRfl’ OF CERTIORARI TO THE UNITEO STATES COURT OF
APPEALS FOR THE TENTH CIRCUiT

Decembr 7. 2005)

CHIEF JUSTICE ROBERTS delivered the opinion of the
Court.

A civil case commenced in state court may, as a general
mattet’, be removed by the defendant to fedCLal district
court, if the case could have been brought there oiiginally,
23 U. S. C. §14-lI (2000 ed. and Supp. IL). if it appears
that the federal court lacks jurisdiction, however. “the case
shall he remanded.” §1447(c). An order remandtng a
removed case to state court “may require payment of just
costs and any actual expenses, including attorney fees.

incurred as a result of the removal.” Ibid. Although
§ 1147(c) expressly permits an award of attorney’s fees. it
provides little guidance on when such fees are warranted.
W granted certiorari to determine the proper standard
for awarding attorney’s fees when remanding a case to
state court.

I
Petitioners Gerald and Juana Martin filed a class-action

tawsuit in New Mexico state court against respondents
Franklin Capital Corporation and Century-National In
surance Company (collectively, Franklin). Frankito re
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moved the case to Federal District Court on the basis of
diversity of cthenship. See §l332, 1441 (2000 ed. and
Supp. H). In its removal notice, Frankhn acknowledged
that the amount in controversy was not cleat from the face
of the complaint—no reason it should be, since the com
plaint had been filed in state court—but argued that this
requirement for federal diversity jurisdiction was nonethe
less satisfied. In so arguing, Franklin relied in part on
precedent suggesting that punitive damages and attor
neys fees could he aggregated in a class action to meet the
amount-in-controversy requirement. See App. 35.

Pifteen months Inter, the Martins moved to remand to
state court on the giound that their claims failed to satislS’
the a moo nt-in-controversy requirement. The District
Court denied the motion and eventually dismissed the
case with prejudice. On appeal. the Court o Appeals for
the Tenth Circuit agreed with the Martins that the suit
failed to satisf’ the amount-incontroversy recuirement.
The Tenth Circuit rejected Franklin’s contention that
punitive damages and attorney’s fees could be agureated
in calculating the aniount in controversy, in part on the
basis of decisions issued after the District Court’s remand
decision. The Court of Appeals reversed and remanded to
the District Court with instructions to remand tl.w case to
state court. %1 F. 3d 1283, 1294 t200l).

Back before the District Court, the Martns moved for
attorney’s fees under §1437(c). The District Court re
viewed Franklin’s basis for removnl and conclutled that.
although the Court of Appeals had determined that re
moval was improper, Franklin “had legitimate grounds for
believing this case fell within th[e] Court’s jurisdiction.”
App, to Pet, for Cert. %Oa. Because Franklin “had ubjec
tivelv reasonable grounds to believe the t’emoval was
legally proper,” the District Court denied the Martins’
request for fees. Ibid.

The Martins appealed again, arguing that §1437(c)
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requires granting attorney’s fees on remand as a matter of
course. The Tenth Circuit disagreed, noting that axvard
ing fees is left to the “wide discretion’ of the district court.
subject to review only for abuse of discretion. 393 F, 3d
1143, 1146 (2004). Under Tenth Ci;’cuit precedent, the
“‘key factor” in deciding whether to award fees under
§1447(c is “‘the propriety of defendant’s removaL” Ibid.
(quoting Excel!, Inc. v, Sterling Boiler & Mechanical, Inc..
106 F. 3d 318, 322 (CAIO 1997)). In calculating the
amount in controversy when it removed the case, Franklin
had relied on case law only subsequently heLd to be un
sound, and therefore Franklin’s basis for removal was
objectively reasonable, 393 F. 3d, at 1 t48. Because the
District Court had not abused its discretion in denying
fees, the Tenth Circuit affirmed. Id,, at 1151.

We granted certiorari, 5-U U. S. — (2005), to resolve a
conflict among the Circuits concerning when attorney’s
fees should be awarded under §I147fc). Compare. e.g.,
flornburkle v. Stah. Farm Lloyds, 385 F. 3d 538, 531 ((A5
21)04) (“Fees should only be awarded if the removrng do
fendant lacked objectively reasonable grounds to believe
the removal was legally proper” (internal quotation marks
omitted)), with Sirotzky v. New York Stock Exchange, 317
F. 3d 985, 987 (CA7 2003) (“[Pjrovided removal was ira-
proper, the plaintiff is presunipticely entitled to an award
of fees”), and Hafler v. Aetna U. S. He&thca,’e of Gal., Inc.,
296 F. 3d 764, 770 (CM) 2002) (affirming fee award even
when “the defendant’s position may be fairly supportable”
(internal quotation marks omitted)). We hold that, absent
unusual ciretimstances, attorney’s fees should not he
awarded when the removing party has an objectively
reasonable basis for removaL We therefore affirm the
judgment of the Tenth CircuiL

IT
The l’vlartins argue that attorney’s fees should he
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awarded automatically on remand, or that there should at
lenst be a strong presumption in favor of awarding fees.
Section 1447(c), however, provides that a remand order
“may” require payment of attorney’s fees—not “shair or
“should.” As Chief Justice Rehnquist explained for the
Court in Fogcrty v. Fantasy, inc., l0 U. S. 517, .533
(1994), “ttlhe word ‘may’ clearly connotes discretion. The
automatic awarding of attorney’s fees to the prevailing
party would pretermit the exercise of that discretion.”
Congress used the word “shall” often enough in §1447(c)—
as when it specified that removed cases apparently outside
federal jurisdiction “shall be remanded”—to dissuade us
from the conclusion that it meant “shall” when it used
may” in authorizing an award of fees.

The Martins ore on somewhat stronger ground in press.
lag for a presumption in favor of awarding fees. M they
explain, we interpreted a statute authorizing a dtscretin
ary award of fees to prevailing plaintiffs in civil rights
cases to nonthe1ess give rise to 5uLh a preumpti(}n.

v. Pigie Park Enterprises, liw., 390 U. 5. lOt).
102 (1968) tper curianz). But this ease is not at all like
Piggit Park. In Piggie Par!?, we concluded that a prevail.
log plaintiff in a civil rights suit serves as a “private
attorney general,” helping to ensure compliance with civil
rights Laws and benefiting the public by “vindicating a
policy that Congress considered of the highest priority.”
ibid. We also later explained that the Piggie Park stan
dard was appropriate in that case because the civil rights
defendant, who is required to pay the attorney’s fees, has
violated federal law. See Flighi Attendonts v. Zipes, 491
U. S. 754, 762 (1989) (“Our cases have emphasized the
crucial connection between liability for violation of federal
law and liability for attorney’s fees under federal fee-
shifting statutes”).

In this case, plaintiffs do not serve as private attorneys
general when they secure a remand to state court, aol’ is it
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reasonable to view the defendants as violators of federal
law. To the contrary, the removal statute grants defen
dants a right to a federal forum. See 28 U.S. C. §1111
(2000 ed. and Supp. II). A remand is necessari if a defen
dant improperly asserts this right, but incorrectly invok
ing a federal right is not comparable to violating substan
tive federal law. Th reasons Lot’ adopting a strong
presumption in favor of avarding fees that were present
in ?iggie Pork are accot’dingly absent here. In the absence
of such reasons, we are left with no sound basis for a
similar presumption. Instead, had Congress intended to
award fees as a matter of course to a party that success
Mly obtains a remand, we think that “[s)ueh a bold depar
ture from traditionaL practice would have surely drawn
more ecpticit statutory language and legislative com
ment.” Fogerty, supi’a, at 534.

Far its part, Franklin begins by arguing that §1147(c)
provides little guidance on when fees should be shifted
because it is not a fee-shifting statute at all. According to
Franklin, the provision simply grants courts jurisdiction to
award costs and attorney’s fees when otherwise war
ranted, for example when Federal Rule of Civil Procedure
LI supports awarding fees. Although Franklin is correct
that the predecessor to §1447(cI was enacted, in part,
because courts would otherwise lack jurisdiction to award
costs on remand, see Mansfield, C’. & L. M. I?. cc. v, Suuu,
111 U. S. 379, 386—387 (1884), there is no reason to assume
Congress went no further than conferring jurisdiction
when it acted. Congress could have determined that the
most efficient way to cure this jurisdictional defect was to
create a substantive basis for ordering costs. The test
supports this view. If the statute were strictly jurisdic.
tional, there would be no need to limit awards to “just”
costs; any award authorized by other provisions of law
would presumably be “just.” We therefore give the statute
its natural reading: Section 1447(c) authorizes courts to

a
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award costs and fees, but only when such an award is just.
The question remains how to define that standard.

The Solicitor General would deane the standard nar
rowly, arguing that fees should be awarded only on a
showing that the unsuccessful party’s position was “frivo
lous, unreasonable, or without foundation”—thc standard
we have adopted for awarding fees against unsuccessful
plaintiffs in civil rights cases, see Christiansburg GcirnuuI
o. v, EEOC, 434 U. S. 412, 421 (1078), and unsuccessful
intetwenors in such cases, see Zipes, supra. at 762. Bnef for
United States as Amicus Curiae 1’l-lG. But just as there
is no basis for supposing Congress meant to tilt the exer
cise of discretion in facor of fee awards under § 1447(c), as
there was in Piggie Path, so too there is no basis bore fur a
strong bias againsL lee awards, as there was in Chris
Iiansburg Garment and Zipes. I’he statutory language
and context strike us as more evenly balanced between a
pro-award and anti-award position than was the case in
either Piggie Park or Christiansburg Garme;ct and Zipe
we see nothing to persuade us that fees under §1417(e)
should either usually be granted or usually be denied.

The fact that an award of fees under §1447(c) is left to
the district court’s discretion, with no heavy congressional
thumb on either side of the scales, does not mean that no
legal standard governs that discretion. We have it on good
authority that “a motion to (a court’sl discretion is a motion,
not to its inclination, but to its judgment; and its judgment
is to be guided by sound legal principles.” (litited Stafrs V.
Burr, 25 F. Cas. 30, 35 (No. 14,692d) tCC Va. 1807) (Mar
shall, C. J.). Discretion is not whim, and limiting discretion
according to legal standards helps promote the basic princi
ple of justice that like cases should he decided alike. See
friendly, Indiscretion About Discretion. 31 Emory L J.
747, 758 (1982). For these reasons, we have often hmitecl
courts’ discretion to award fees despite the absence at
express legislative restrictions. That is, of course, what

475



Cite as: 546 U. S. — {2U05) 7

Oprnion of the Court

we did in Piggie Park, supro, at 402 (A prevailing plaintiff
“should ordinarily recover an attorney’s fee unless special
circumstances would render such an award unjust”), f’hris
iansburg Qarmen, supra, at 422 (“IA] plaIntiff should not
be assessed his opponent’s attorney’s fees unless a court
finds that his claim was frivolous, unreasonable, or ground
less’), and Zipes, 19! U. S., at 761 (Attorney’s fees should be
awarded against intervenors “only where the intervenors’
nction was frivolous, unreasonable, or without foundation”).

In Zipes, we reaffirmed the principle on which these
decisions are based: “Although the text of the provision does
not specify any limits upon the district courtS’ discretion to
allow or disallow fees, in a system of laws discretion is
rarely without limits.” id., at 758. Zipes also explains how
to discern the limits on a district court’s discretion. When
applying fee-shifting statutes, “we have found limits in ‘the
large objectives’ of the relevant Act, which embrace certain
‘equitable considerations.”’ Id., at 759 (citation omitted),*

By enacting the removal statute, Congress granted a
right to a federal forum to a limited class of state-court
defendants, If fee shifting were automatic, defendants
might choose to exercise this right only in cases where the
right to remove was obvious. See Christiaasbw’g Our
niut, supro, at 422 (awarding fees simply because the
party did nut prevail “could discourage all but the most
airtight claims, for seldom can a {party] be sure of ulti
mate success”). But there is no reason to suppose Con
gress meant to confer a right to remove, white at the same

* In Fogrrty, we did not. identt a standard under which fees should
be awarded. But ths decision did not depart from Zipes because we
granted certiorari to decide only whether the same standard applied to
prevailing plaintiffs and prevailing defendants. See Fogerty v, Fontus,
Inc., 510 U. 5, 517, 52t (1994). Having decided this question arid re
jected the claim that fee shifting should be automatic, we remanded to
the Court of Appeals to consider the appropriate test in the first mn
stance. id, at 534—55.
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time discouraging its exercise in all but obvious cases.
Congress, however, would not have enacted §1447(c) if

its only concern were avoiding deterrence of proper re
movals. Instead, Congress thought fee shifting appropri
ate in some cases. The process of removing a case to
federal court and then having it remanded back to state
court delays resolution of the case, imposes additional
costs on both parties, and wastes judicial resources. As
sessing costs and fees on remand reduces the aLtraetive
ness of removal as a method for delaying litigation and
imposing costs on the plaintiff. The appropriate test for
awarding fees under §1447(c) should recognize the desire
to deter removals sought for the purpose of prolonging
litigation and imposing costs on the opposing party, while
not undermining Congress’ basic decision to afford defen
dants a right to remove as a general matter, when the
statutory criteria are satisfied.

In light of these “large objectives,” Zipes, supra, at 759,
the standard for awarding fees should turn on the reason
ableness of the removal, Absent unusual circumstances,
courts may award attorney’s fees under §l417() only
where the removing party lacked an objectively reasonable
basis br seeking removal. Conversely, when an objec
tively reasonable basis exists, fees should be denied. See.
e.g., llornbuekte, 385 F. 3d, at 541; Vatdes v. l1I.Mort
Stores, Inc., 199 F. 3d 290, 293 (CM 2000). In applyIng
this rule, district courts retain discretion to consider
whether unusual circumstances warrant a departure from
the rule in a given case. For instance, a plaintiffs detay in
seeking remand or failure to disclose facts necessary to
determine jurisdIction may affect the decision to award
attorney’s fees. When a court exercises its discretion in
this manner, however, its reasons for departing from the
general rule should be “faithM to the purposes” of award
ing fees under §1447tc). Fogerty, 510 U. S., at 531, a. 19;
see also Mituaukee v. Gement Div., National Gypsum co.,

j
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515 U. 5. 189, 196, a. 8 (1995) (“1As is always the case
when an issue is committed to judicial discretion, the
judge’s decision must be supported by a circumstance that
has relevance to the issue at hand”).

* * *

The District Court denied the Martins’ request for at
torncys fees because Franklin had an objectively reason
able basis for removing this case to federal court. The
Court of Appeals considered it a “dose qunstion.” i93
1, 3d, a 1118, but agreed that the grounds fur removal
were reasonable. Because the Martins do not thspute the
reasonableness of Franklin’s removal arguments, we need
not review the lower courts’ decision on this poinr. The
judgment of the Court of Appeals is therefore affirmed.

It i so ordnrc1.

(a:

410
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Removal

Question 1:

Texas Citizen v. New York Citizen

State cause of action for $100,000

IfTx citizen wants to sue in Texas, in what court(s) may she do so?

Question 2:

NY Citizen v. Tx Citizen

(State cause of action for $100,000)

Ifcase isfiled in State District Court, Harris County, Tx, can Tx citizen remove the case?
Ifnot, why not?

Question 3:

STATE DISTRICT CouRT, HARRIS CouNTY, TExAs

Texas Citizen v. New York Citizen

(State cause of action for $100,000)

IfD removes the case:

What documents does hefile (and where)?
By what date must he remove?
What fDfirstfiled an answer one week after being served and then, the next day,
sought to remove the case? What result?

1 P a g e
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Question 4:

STATE DISTRICT CouRT, HARRIS COUNTY, TEXAS

Texas Citizen > New York Citizen
(state cause of action: damages not plead)

What does NY Defendant do now? What is the burden ofproofin this
circumstance and who bears it?

What fP wants to seek remand. What is the burden ofproofin this circumstance
and who bears it?

What fI’lYD asserts that in calculating AIC, you include punitive damages but
the law in circuit is clear that you do not?

What zf the court believes that the defendant was wrong to remove but the P does
not make this AIC/punitive damage argument? Is the argument waived?

Question 5:

STATE DISTRICT CouRT, HARRIs COUNTY, TEXAS

Texas Citizen > Texas Citizen
(state cause of action: federal defense asserted by Defendant)

May D remove case to federal court?

Ifit does, what result?

Would the result change ifinstead ofit being afederal defense, the D asserts a
federal counterclaim?

21 Page
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Question 6:

STATE DISTRICT CouRT, HARRIS COuNTY, TExAs

Texas Citizen > Texas Citizen
(state cause of action)

IfD wants to remove the case based on 1331, what arguments must she make to
have a chance at successfully doing so?

Question 7:

STATE DISTRICT CouRT, HARRIs CouNTY, TExAs

Texas Citizen > New York Citizen
(state cause of action for $100,000)

______________

Ohio Citizen

(state cause of action for $100,000)

IfNY wants to remove the case now, what must it do?

What zfMYDefendant does not do what it was supposed to do? How is P to
challenge once case has been removed?

What fNYD does not do what it was supposed to do, and court is aware ofthis.
But P does not make this argument? Is the argument waived?

3J P a g e
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Question 8:

STATE DISTRICT COURT, HARRIs COuNTY, TExAs

Texas Citizen > New York Citizen
(state cause of action for $100,000)

Texas Citizen

(state cause of action for $100,000)

IfTx citizen brings suit against NY and Tx originally (on January 2, 2009), case is
not removable because there is not complete diversity ofcitizenship

But what fplaintiffvoluntarily drops Tx deftndantfrom case on Sept 22, 2009?

What fplaintffdrops Tx defendantfrom case on January 22, 2010?

What other means are there by which NY could argue that the case should be
subject to removal?

41 P a g e
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Ouestion 9:

STATE DISTRICT COURT, HARRIS CouNTY, TExAs

Texas Citizen > New York Citizen
(state cause of action for $100,000)

Assume that NY Defendant removes case to federal court:

FEDERAL DISTRICT CouRT

Texas Citizen > New York Citizen
(state cause of action for $100,000)

IfTx plaintiff post removal, wants to add a Texas defendant after case is removed to
federal court, what result? What rules and statutes bear relevance to this analysis?

Would it change the result f MYDefendant removes case to federal court based on
federal questionjurisdiction, like this:

FEDERAL DISTRICT CouRT

Texas Citizen > New York Citizen
(federal cause of action — defendant removed case under § 1331)

(Proposed)
Texas Citizen > Texas Citizen

(state cause of action)

5! P a g e

483



ERIE R. CO.

V.

TOMPKINS.

Argued Jan. 31, 1938.
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Messrs. Theodore Kiendi, Harold W. Bissell, and William C. Cannon, all of New York City,
for petitioner.

Messrs. Fred H. Rees, Alexander L Strouse, and Bernard G. Nemaroff, all of New York City
(Bernard Kaufman and William Walsh, both of New York City, and Aaron L. Danzig, of Jamaica,
L.l., on the brief) for respondent

Mt. Justice BRANDEIS delIvered the opinion of the Court.

The question for decision is whether the oftchatlenged doctrine of Swift v, Tyson shall
now be disapproved.

Tompkins, a citizen of Pennsylvania, was injured on a dark night by a passing freight train
of the Erie Railroad Company while walking along its tight of way at Hughestown in that state,
He claimed that the accident occurred through negligence in the operation, or maintenance, of
the train; that he was rightfully on the premises as licensee because on a commonly used beaten
footpath which ran for a short distance alongside the tracks; and that he was struck by something
which looked like a door projecting from one of the moving cars, To enforce that claim he brought
an action in the federal court for Southern New York, which had jurisdiction because the
company is a corporation of that state. It denied liability: and the case was tried by a jury.

The Erie insisted that its duty to Tompkins was no greater than that owed to a trespasser. It
contended, among other things, that its duty to Tompkins, and hence its liability, should be
determined in accordance with the Pennsylvania law; that under the law of Pennsylvania, as
declared by its highest court, persons who use pathways along the railroad tight of way—that is,
a Longitudinal pathway as distinguished from a crossing—are to be deemed trespassers; and that
the railroad Is not liable for injuries to undiscovered trespassers resulting from its negligence,
unless it be wanton or willful. Tompkins denied that any such rule had been established by the

decisions of the Pennsylvania courts; and contended that, since there was no statute of the state
on the subject, the railroads duty and liability is to be determined in federal courts as a matter of
general law.

The trial judge refused to rule that the applicable law precluded recovery. The jury brought
in a verdict of $30,000; and the judgment entered thereon was affirmed by the Circuit Court of
Appeals, which held (2 Cit., 90 F.2d 603 , 604), that it was unnecessary to consider whether the
law of Pennsylvania was as contended, because the question was one not of local, but of
general, law, and that ‘upon questions of general law the federal courts are free, in absence of a
local statute, to exercise their independent judgment as to what the law is; and it is well settled
that the question of the responsibilIty of a railroad for injuries caused by its servants is one of
general law. * * * Where the public has made open and notorious use of a railroad right of way for
a long period of time and without objection, the company owes to persons on such permissive
pathway a duty of care in the operation of its trains. * * * It is likewise generally recognized law
that a jury may find that negligence exists toward a pedestrian using a permissive path on the
railroad right of way if he is hit by some object projecting from the side of the train.’

The Erie had contended that application of the Pennsylvania rule was required, among
rtinnc hi, ,zr’ijnn 6 nfth PMrt.liwiit’thrv Act of Seotember 24, 1789. C. 20,28 U.S.C. §
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725, 28 U.S.C.A. § 725, which provides: ‘The laws of the several States, except where the
Constitution, treaties, or statutes of the United States otherwise require or provide, shall beregarded as rules of decision in trials at common law, in the courts of the Unitad States, in caseswhere they apply.’

Because of the importance of the question whether the federal coutt was free to disregardthe alleged rule of the Pennsylvania common law, we granted certiorari. 302 U,S. 67t, 58 SCt.Q.82 LEd,—.

First, Swift v. Tyson. 16 Pet. 1 18, 10 LEd. 865 , held that federal courts exercising
jurisdiction on the ground of diversity of citizenship need not, in matters of general jurisprudence,apply the unwritten law of the state as declared by its highest court; that they are free to exercisean independent judgment as to what the common law of the state is—or should be; and that, asthere stated by Mr. Justice Story, ‘the true interpretation of the 34th section limited its applicationto state laws, strictly local, that is to say, to the positive statutes of the state, and the construction
thereof adopted by the local tribunals, and to rights and titles to things having a permanentlocality, such as the rights and titles to real estate, and other matters immovable and intra
territorial in their nature and character. It never has been supposed by us, that the section didapply, or was designed to apply, to questions of a more general nature, not at all dependent uponlocal statutes or local usages of a fixed and permanent operation, as, for example, to the
construction of ordinary contracts or other written instruments, and especially to questions of
general commercial law, where the state tribunals are called upon to perform the like tunctions asourselves, that is, to ascertain, upon general reasoning and legal analogies, what is the true
exposition of the contract or instrument, or what is the just rule furnished by the principles of
commercial law to govern the case.’

The Court in applying the rule of section 34 to equity cases, in Mason v. United States, 260U.S. 545 ,559, 43 S.d. 200 ,204, 67 L.Ed. 396 , said: ‘The statute, however, is merely
declarative of the rule which would exist in the absence of the statute.’ 2 The federal courtsassumed, in the broad field of ‘general law,’ the power to declare rules of decision which
Congress was confessedly without power to enact as statutes. Doubt was repeatedly expressed
as to the correctness of the construction given section 34,3 and as to the soundness of the rule

which it introduced. ‘ But it was the more recent research of a competent schoLar, who examinedthe original document, which established that the construction given to Itby the Court was
erroneous; and that the purpose of the section was merely to make certain that, in all matters
except those in which some federal law is controlling, the federal courts exercising jurisdiction indiversity of citizenship cases would apply as their rules of decision the law of the state, unwritten
as well as written.5

Criticism of the doctrine became widespread after the decision of Black & White Taxicab &Transfer Co. v. Brown & Yellow Taxicab & Transfer Co., 276 u.s. 518, 48 S.Ct. 404 , 72 L.Ed.
681, 57 A.L.R. 426 , There. Brown &VeTlow, a Kentucky corporation owned by Kentuckians,
and the Louisville & Nashville Railroad, also a Kentucky corporation, wished that the former
should have the exclusive privilege of soliciting passenger and baggage transportation at theBowling Green, Ky., Railroad station; and that the Black & White, a competing Kentucky
corporation, should be prevented from interfering with that privilege. Knowing that such a contract
would be void under the common law of Kentucky, it was arranged that the Brown & Yellow
reincorporate under the law of Tennessee, and that the contract with the railroad should be
executed there. The suit was then brought by the Tennessee corporation in the federal court for
Western Kentucky to enjoin competition by the Black & White; an injunction issued by the District
Court

was sustained by the Court of Appeals, and this Court, citing many decisions in which the
doctrine of Swift & Tyson had been applied, affirmed the decree.

Second, Experience in applying the doctrine of Swift v Tyson, had revealed its defects,
political and social; and the benefits expected to flow from the rule did not accrue. Persistence of
state courts in their own opinions on questions of common law prevented uniformity; ‘ and the
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impossibitity of discovering a satisfactory line of demarcation between the province of general
law and that of local law developed a new well of uncertainties.

On the othet hand, the mischievous results of the doctrine had become apparent. Diversity
of citizenship jurisdiction was conferred in order to prevent apprehended discrimination in state
courts against those not citizens of the state. Swift V. Tyson IntrodL.ced grave discrimination by
noncitizens against citizens. It made rights enjoyed under the unwritten general law’ vary
according to whether enforcement was sought in the state or in the federal court; and the privilege
of selecting the court in which the right should be determined was conferred upon the noncitizen.

Thus, the doctrine rendered impossible equal protection of the law. In attempting to promote
uniformity of law throughout the United States, the doctrine had prevented uniformity in the
administration of the law of the state.

The discrimination resulting became in practice far-reaching. This resulted in part from the
broad province accorded to the so-called ‘general law’ as to which federal courts exercised an
independent judgment. In addition to questions of purely commercial law, ‘general law’ was
held to include the obligations under contracts entered into and to be performed within the state,
1tthe extent to which a carrier operating within a state may stipulate for exemption from liability
for his own negligence or that of his employee; 12 the liability for torts committed within the state
upon persons resident or property located there, even where the question ot liability depended
upon the scope of a property right conferred by the state; 13 and the right to exemplary or punitive
damages. Furthermore, state decisions construing local deeds, mineral conveyances, 16

and even devises of real estate, 17 were disregarded.

In part the discrimination resulted from the wide range of persons held entitled to avail
themselves of the federal rule by resort to the diversity of citizenship jurisdiction. Through this
jurisdiction individual citizens willing to remove from their own state and become citizens of
another might avail themselves of the federal ruts. And, without even change of residence, a
corporate citizen of the state could avail Itself of the federal rule by reincorporating under the laws
of another state, as was done in the Taxicab Case.

The injustice and confusion incident to the doctrine of Swift v. Tyson have been repeatedly
urged as reasons for abolishing or limiting diversity of citizenship lurisdiction. 20 Other legislative
relief has been proposed. 21 j only a question of statutory construction were involved, we should
not be prepared to abandon a doctrine so widely applied throughout nearly a century. 22 But the
unconstitutionality of the course pursued has now been made clear, and compels us to do so.

Third. Except in matters governed by the Federal Constitution or by acts of Congress, the
law to be applied in any case is the law of the state. And whether the law of the state shall be
declared by its Legislature in a statute or by its highest court in a decision is not a matter ot
federal concern. There is no federal general common law. Congress has no power to declare
substantive rules of common law applicable in a state whether they be local in their nature or
‘general,’ be they commercial law or a part of the law of torts. And no clause in the Constitution
purports to confer such a power upon the federal courts. As stated by Mr. Justice Field when
protesting in Baltimore & Ohio R.R. Co. v. Baughj49 U.S. 368 ,401, 13 S.Ct. 914 ,927, 37 L.Eu.

against ignoring the Ohio common law of fellow-servant liability: I am aware that what has
been termed the general law of the country—which is often little less than what the judge
advancing the doctrine thinks at the time should be the general law on a particular subject—has
been often advanced in judicial opinions of this court to control a conflicting law of a state. I admit
that learned judges have fallen into the habit of repeating this doctrine as a convenient mode of
brushing aside the law of a state in conflict with their views. And I confess that, moved and
governed by the authority of the great names of those judges, I have, myself, in many instances,
unhesitatingly and confidently, but I think now erroneously, repeated the same doctrine. But,
notwithstanding the great names which may be cited in favor of the doctrine, and notwithstanding
the frequency with which the doctrine has been reiterated, there stands, as a perpetual protest
aoainst its reoetition. the constitution of the United States, which recognizes and preserves the
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autonomy and Independence of the states,—independence in their legislative and independencein their judicial departments. Supervision over either the legislative or the judicial action of thestates is in no case permissible except as to matters by the constitution specifically authorized or( delegated to the United States. My interference with either, except as thus permitted, is aninvasion of the authority of the state, and, to that extent, a denial of its independence.’

The fallacy underlying the rule declared in Swift v, Tyson is made clear by Mr. Justice
Holmes. 23 The doctrine rests upon the assumption that there is ‘a transcendental body of law

outside of any particular State but obligatory within it unless and until changed by statute,’ thatfederal courts have the power to use their judgment as to what the rules of common law are; andthat in the federal courts ‘the parties are entitled to an independent judgment on matters ofgeneral law’:

‘But law in the sense in which courts speak of it today does not exist without some definiteauthority behind it. The common law so far as it is enforced in a State, whether called commonlaw or not, is not the common law generally but the law of that State edsting by the authority ofthat State without regard to what it may have been in England or anywhere else. * * *

‘The authority and only authority Is the State, and if that be so, the voice adopted by theState as its own (whether it be of its Legislature or of its Supreme Court) should utter the lastword.’

Thus the doctrine of Swift v. Tyson is, as Mr. Justice Holmes said, ‘an unconstitutionalassumption of powers by the Courts of the United States which no lapse of time or respectablearray of opinion should make us hesitate to correct.’ In disapproving that doctrine we do not holdunconstitutional section 34 of the Federal Judiciary Act of 1789 or any other act of Congress. We,4. merely declare that in applying the doctrine this Court and the lower courts have invaded tightsJ1 which in our opinion are reserved by the Constitution to the several states.

Fourth. The defendant contended that by the common law of Pennsylvania as declared byits highest court in Falchetti V. Pennsylvania R. Co., :307 Pa. 203, 160 A. 659 , the only dutyowed to the plaintiff was to retrain from willful or wanton injury. The plaintiff dented that such is
the Pennsylvania law. 24 In support of their respective contentions the parties discussed andcited many decisions of the Supreme Court of the state. The Circuit Court of Appeals ruled thatthe question of liability is one of general law; and on that ground declined to decide the issue ofstate law. As we hold this was error, the judgment is reversed and the case remanded to it forfurther proceedings in conformity with our opinion.

Reversed.

487



WHAT IS THE ERIE DOCTRINE? (AND WHAT DOES

IT MEAN FOR THE CONTEMPORARY POLITICS

OF JUDICIAL FEDERALISM?)

Adam N. Sithtman’4’

TI, -Actn Erzr.E Ti Monra Es Doc’rnr’t

This Part summarizes the black letter Erie doctrine as it is cur
rendy understood. Subpart A describes the Supreme Court’s instruc
tions for determining which prong of Hanna’s bifurcated approach to
the Eric doctrine applies to a particular issue. Subpart B summarizes
the Suprcrne Court’s guidance for “typical, relatively unguided Erie
choice[s),”2 and Subpart C summarizes the Court’s treatment of Eric
issues that are controlled by federal positive law such as the federal
Rules of Civil Procedure.

.3. Guided ar Unguided? Whether federal Positive Law Caverns the Issue

The Eric docthne’s threshold inquiry is which of Manna’s two
modes of analysis applies to a given issue. As shorthand, this ArticLe
refers to the two prongs of Ilcznna as “guided” and “unguided’ Eric
cboices) Briefly stated, a guided Eric choice is one where state law is
potentially cmrnped by federal positive law that enshrines a federal law
standard for resolving that same issue. Most typically, the federal stan
dard is embodied in a true Federal Ru]et4_.one promulgated in
accordance with the Rules Enabling Act If the federal Rules do
nut dictate a federal standard for the issue at hand, the federal court
must make an “unguided Erie choice.” In that situation, the federal
court must choose between following state law and following a judi
cially created federal standard that is not embodied in posi the federal
law such as a Federal Rule of Civil Procedure.

Because guided and unguided Erie choices are made according to
different standards,te? characterizing a particular Erie choice is criti
cal. The Supreme Court’s guidance on this issue is muddied, how.
evet. It has at various times described the distinction as; whether the
issue “is covered by one of the Federal RuIes”; whether there is a
“‘direct collision’ between the Federal Rule and the state law”;”
whether the “dash” betwcen state law and a Federal Rule is “unavoida
ble”;11° “whether the scope of the Federal Rule in fact is sufficiently
broad to control the issue before the Court”;”1 whether following
stare law would “commando displacement of a Federal Rule by an
inconsistent state rule”;112 whether the federal Rule “leavtes] no
room for the opet-ation of [state] law”;t15 whether the federal Rule
and state law “can edst side by side, . . . each controlling its own
intended sphere of coverage without conffict’;lt4 and whether “the
purposes underlying the [federal] Rule are sufficiently coextensive
with the asserted purposes of the Estate law] to indicate that the Rule
occupies the [state law’s] field of operation.’15 In one decision, the
Supreme Court flatly rejected the idea that Fdera] Rules should be
construed narrowly in order to avoid possible conflicts with state
law) But a subsequent derision instructed that the scope of the Fed-
er-al Rules (and their corresponding ability to displace state law)
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should be determined “with sensitivity to important state interests and
regulatory policies.”

it is also difficult to extract meaningful guidance from the results
the Supreme Court has reached in cases presenting this issue. The
service of process issue in Hanna fell quite easily on the “guided’ side
of this distinction; the Federal Rules unambiguously authorized a
method of service that was imupermissible under Massachusetts law.”
In Walker v. Armco &eel Corp’ the Court confronted the more chat
lenging question of whether Rule 3’s command that “[a) civil action is
commenced by filing a complaint with the cow-t’° overrode
Oklahoma’s nile that mere filing of a complaint did not toll the
Oklahoma statute of limitations (Oklahoma law required that a com
plaint be served on the defendant within the relevant statutoryperiod).12L The Court held that Rule 3 did not displace state Jaw with
respect to this issue, reasoning that “Rule 3 governs the date from
which various timing requirements of the Federal Rules begin to mn,
but does not affect state statutes of llmitations,”t

Just a few years later, the Court indicated that federal Rules
might pose a more significant obstacle to invoking state law in federal
court. Burlington WorthmL Railroad Co. v. lods irnolved an Ala
bama statute providing that, when a trial court’s money judgment
against a defendant is unsuccessfully appealed, the defendant must
pay a penalty in the amount of ten percent of the judgmeni14 The
defendant argued that Alabama’s mandatory ten percent penalty did
not apply in federal court because Rule 33 of the Federal Rules of
A1apdUat Proeedurz gave federal ccnirts discretion to “‘award just
damages and single or double costs” in the event of a frivolous

appeaLt” The Supreme Court found that the Alabama statute did
not apply because the Federal Rule’s “discretionary mode of opera
Uon unmistakably conflicts with the mandatory provision of Alabama’s
affirtnance penalty statute.””

Recently, however, the Court was more reluctant to read the Fed
eral Ruts to displace state law. Gasperini v. Center far humanities,
Inc)27 considered whether federal courts were bound by a New York
statute requiring a new trial if a jury’s verdict “deviates materially
from what would be reasonable ti”” The plaintiff
argued that Rule 59 of the Federal Rules of Civil Procedure mandated
a federal standard that was more deferential tojnty verdicts. Rule
59, which empowers federal district courts to “grant a new
trial . . . after a jury trial, for any reason for which a new trial has
heretofore been granted in an action at law in federal court” had
long been construed to allow a new trial because of excessive damages
only where the jury’s award “shock[s) the conseience.”tSI The Court
concluded that Rule 59 did not displace New York law on this issue:
“Whether damages are excessive for the claim-in-suit must be go’
erned by some law. And there is no candidate for that governance
other than the law that gives rise to the claim for relief—here, the law
of New York.”1

Inconsistencies in the Supreme Court’s case law make it difficult
to confidently derive a precise test for determining whether or not an
Issue is “guided by federal positive law It rematus however a thresh—
old issue for proper application of the Erie doctrine. The next two
subparts summarize the methods for choosing between state and fed-
em-al law once an issue is characterized as guided or unguided.
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& Th Lnzjdsj Erie Ci: Shz4td ferLrczl Oncrt. Drekp
Ctwunon Law I’

Where federal practice on a particular issue is not dictated by fed-
end positive bw. a federal court faces a ‘rypical, rdathely unguided
Erie chce.’” hi this situation, the court’s choice is either (a) to

fhfloic the state law on that issue, or (b) to develop stsat is essentially a
federal common law rule to decide the issue. For the last forty years
(since Mrnna), the Supreme Court has consistently stated that such
choIces must be made with reference to “the twin aims of the Eri, rule
discouragement of forum-shopping and avoidance of inequitable
administration of the If Federal jurlicial lawmaking ‘would
disserve these two policies,” then the federal court must follow state
law’

I, Erir’s Twin Aims in Action

The forty years since Haitna have witnessed several Supreme
Court decisions applying the twin-aims test.. Most recently. its Sewek
Inrn.atianat kr. v. Lockheed Mci-tin Corp., the Court indicated that it
would contravene Eiids twin aims to disregard California claim preclu
sion principtes that would permit reeling of a lawsuit dismissed on
statute of hmitarions grounds.1a7 The Court was particularly troublcd
by the possibility that a more rigorous federal rule of preclusion might
karl to forum shoppLng it feared that “to] ut-of-state defendants sued
on susie claims in California,. . would systematically remove state-law
suits brought against them to federal court—where, unless othcrwIse
specified, a statute-of-limitations dismissal would bar suit
evurywbe re”-

A few years earlier in Ckrsp’&ni, the Supreme Coirt had applitd
the twinairns test to choose between a New York law authoriñng a
new u-inl where a jury’s damage award “‘deviates materially from what
would be reasonable compensation,”9 and the coaimon ksw federal
standard allowing a new trial only ifalury’s asrd shnck[s] the con
scienre.” The Supreme Court concluded that “>ew York’s check
on excessive damages implicates what we have called Erils ‘twin
aims,”’”’ because if federal courts “persist in applying the ‘shock the
COOSCICOCC’ test to damage awards on claims governed by New York
law, “substantial’ variations between state and federal [money judg
mcnts’ may be expectcd,”3a G4edrti explained that “Erie precludes
a recovery in federal court significantly larger than the recovery that
would have been tolerated in state rourc’lu

Chamb,rj e. X1SCO, mc’ used the twin-aims test to resjcw a fed
eral court’s order that the driendant pay the plaintiffs attorneys’ fees
as a sanction for bad-faith conduct. The defendant argued that fed-
ct-al courts roust follow state law en this issue, while the plaintiff main
tained that federal courts could develop and apply federal standards
with respect to such sanctions.” The Supreme Court found that
neither of f.Erie’s twin aims is implicated by the [federal court’sJ
assessment of aaomev’s fees as a sanction for bad-faith conduct.””’
Because such sanctions depend “not on which party wins the lawsuit,
but on bow the parties conduct, themselves during the tidgadon,”
the Court friund that “there is no risk that the exception will lead to
forum-shopping. or is it inequitable to apply the exception to citi
zens and noncithens alike, when the party, by controlling his or her
conduct in litigation, has the power to determine whether sanctions
will he assessed,”

tn 1ker t’. Amuo Steel Carp., the Supreme Court held that Erie’s
twin aims did not permit federal courts to ignore a state law statute of
limitations rule requiring that a comptaint be served on the defendant
within the relevant statutory period (rather than merely filed with the
court clerk within the relevant period).’ The Court was skeptical
that disregarding this state rule wuuld lead to forum shopping,’° hut

490



wnr is -ri-is rn Lioci RIl? 67

it found that failing to apply the state rule would result in inequitable
administration of laws by allowing a state law claim that “concededly
would be barred in the state courts by the state statute of limitations”
to survive in federal court’

2 Beyond ErWs Twin Aims: Balancing Federal Interests?

On puzale concorrdng unguided Erits choices is the vitality of the
suggestion in Byrd that a federal interest in rules that. are essential to
the federal courts’ independent system of administeringjustice might
outweigh the conccrn that different rules in federal and state court
would lead to different litigation outcornes?2 When ffarnta articu
lated Erie’s “twin aims” without mentioning any need to consider the
federal interest in a particular nile, many believed that Bird bad been
implicitly overruled.” And indeed, that aspect of Byrd was ignored
by the Supreme Court for the better part of forty years.’54 In 1996,
however, the Court’s Guspthni decision cited Byrd for the notion that
the “outcome-determinate” test that began with Guaranty Thist Co. p.
York (and was retined in Hanna) must be balanced against “counter
vailing federal interests.”55

On closer analysis, Gaspermni’s endorsement of Byrd-balancing is
ambivalent at bct. Ilic New York statute at issue in G-zsperini had two
components. first, it pwvided that a new trial is proper if the dathage
award “dcviatcs matcriaity” ftom i±asuu,ibte LuwptnsaLiuu (in con
trast to the shack-the-conscience standard that had traditionally
applied in federal COUfl).i Second, it gave New York appellate
courts the authority to examine dantage awards de noun (in contrast
to the federal appellate courts’ practice of reviewing a trial court’s
ruling on a new—nial motion for abuse of discretion),’51 As to the first
issuer Caspeiini held that it would contravene the Eric’s twin aims to
disregard New York’s deviates-materially standard.’ If Caspc’rini had
truly endorsed Byrd’s interest-balancing approach, one would have
expected the Court then to inquire whether a “countervailing federal
interest” in the shock-the-conscience standard overrode the result f
the twin-aims test- But Gasperini never undertook such an inquiry, nor
did it imply that such an inquiry was required)59

Rather, Gasprrini cited Byrd only in connection with the second
aspect of the New York statute—the standard that appellate courts
should use to review a trial court’s ruling on a new-trial motion. Just
as Byrd held that an “‘essential characteristic” of the federal system is
that disputed questions of fact must be determined by the jury,’ Gas.
pthni held that a “characteristic of the federal court system” is that the
district court decides whether a jury’s verdict is so excessive as to
require a new trial, and the court of appeals may only review that deä
sian for abuse of discretion,tm Accordingly, Gasprrini rejected the
Second Circuit’s view that a federal appellate court could assess the
excessiveness of a jury’s verdict tie novo.’ But it was never con
tended in Ga.cperini that New York’s vesting of de novo review in state
appellate courts was outcome determinative or otherwise ran afoul of
Erie’s twin aims. So for Ga.spthni to insist on the traditional allocation
of authority among federal trial and appellate courts does not suggest
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that a federal interest in that allocation would override a disparity
between state and federal law that did contravene Enes twin aims.
Accordingly, many have read Carperini not as reirssigorating Byrd’s
consideration of “countervailing federal interests,’ but rather as ccc
ognizing constraints on appellate review that are imposed by the Sev
enth Amendment i&se1L

C The Guided Erie Choice: I the Tidrrai Positioe Law Valid

Hann made clear that federal courts must follow federal positive
law as long as that law is valid,1e4 For ajudiciafly promulgated Federal
Rule (such as a federal Rule of Civil Procedure), a prereqtustte for
validity is compliance with the Rules Enabling AcL The Rules Ena
bling Au provides that such rules “hafl not abridge, enlarge or mod
ify any substantive righL”16 This so-called substantive-rights provision
is usually the moat sIgnificant obstacle to the application of Federal
Rules in the context of what this Article calls a “guided” Erie thosce.7

The Supreme Court has given little concrete direction on the
scope of the Rules Enabling Act’s substantive-rights provision. In the
Coon’s very first Rules Enabling Act case, it rejected the idea that all
“important and substantial rights” qualified as ‘substanth’e rights” that
were insulated from interference by Federal Ru1es.t The Court has
also stated that incidental effects on substantive rights do not violate
the Rules Enabling Act, provided such effects are “reasonably neces
sary to maintain the integrity of the system of federal practice arid
prncedure.’U But it has failed to elucidate what do qualify as “sub
stanth’c rights,” or where tht line is between a permissible “incidental
effect’ on substantive rights and an irupermissibic “abridgelment],
crdarge(ment or modifjcatio)tan of such tights.

For the better part of the twentieth century, Supreme Court pre
cedent on the subscunive-rights provision led many to wonder
whether it provided any meaningful checl on federal rjlemakingyrl
157 Two othrr potential comuainzs on Federal Rules are the C sotitudort and theRules Enabling Act’s requirement that a federal Rule qualify as a encitil nde[ I ofpractice and proCedure.” Id. § 2072(a. These limits, however, place nosu-ainton rutrma]ing than the Itules Enabling An’s ubsranth’c-sights provision hsdll,The coottitudonal suthutity for she Federal Rules derives from ‘ibe coristhutionalprovision tot a federal court system (augmented by the Necenary and ProperClauve.’ ftunna, 380 US. at 412. tJndr eastern case bw. it would be canstinatissnalso allow Fdral Rules “to regulate matters which, though falling within the tsnctrtainarea between substance and ptocedur, are rationally capable of classifition aseither,’ td.; iw etto, eg, Stasers, 487 US. at 32 (ciandudisig that because the contested statute is capable of dastification as a procedural ode,” it falls consfortablywithin Congress’ powers under Article [U as augmented by the t’eesssary and ProperChose’ (emphasis added)). The Rules LoaNing Act prcoidet that even ifs FederalRule is rationally cisastibble as procedural. It is invalid if it also abridges, enlarges, ormodifies substantive rights Se 1) Waxct.rr CS AL, npra note 78, 409, at 259—01.Bul f Jonathan M. Linden, Of t4g’died Blackmail and Lgs&.ed Thefe Catut4um’ CIeas•4diwu and the SabtanrePmwedsrre Ddnnina, 47 5. Cu.. L Rn’, 842, 655 f 1971) (“(Alproper construction of die Rules Enabling Act would be that the limitations onrulemaking power . . should be coeatensive with constitutional limhadons an thedelegation of rukmaking pnseer.”i. Similarly, the Rules Enabling Act’s subttntlve.rights provision ix generally vieed as being at toast as strict (and certainly not lessthan the Rules Enabling Act’s requirement that Federal Rules be gmied rulesof practice and procedure.” 26 U.S.C. § 2072(a); see Ely, supra nose 2, at 7l Notonly must a Role he procedural; is mOuSt in addition abridge, enlarge or modify nosubstanthe right.’). Prolessar 6urbaxml has made a compelling argument that theRules Enabling Act’s drafters believed that limiting rulemaking authority to procedur&’ did “impose siguizans resuieticmos on court rislemaldag,” such that the nxhstan’thorights provision was ‘surpluvnge.’ Sttphn 8. 8umbank, The Ruks Enabling Act af1P31, 130 U. PA.. L Rnt. 1015, 1107—08 tlYS2) (“In the opinion uf the tRutea Enabling Act’t] drthsmnan . . . .the second 500500cC send osslyso emphasize a restrictioninherent in die sue of the word procedure’ in the ftrot sentence.”). Rut it has nutbeen suggested that the rsquiremertt. that Ruirs regulate “procedure’ pls a greaserlimit on th rulenialting process than th subsmsnthe.rights prOvision
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The Court has rejected Rules Enabling Act challenges to Federal
Rule.s dictating the time for effecting service of process after a com
plaint is fi1ed, authorizing methods of serving process,’ permit
ting suit in a particuiar federal district,’7 and empowering courts to
order parties to submit to mental or physical exarnmaations’” An
important recent case is Business Guides, Inc v. Chromatic Communka
Lions £nterprises,’ which upheld Rule ti’s authorization of monetary
sanctions against a party who files documents in federal court without
a reasonable inquiry into the merits of the factual and legal claims
made therein.Z The Court rejected the argument that such sanc
tions violated the Rules Enabling Act by creating an impermissthle
substantive tort rcmedy’5 It reasoned that “[t)he main objective of
the Rule is not to reward parties who are victimized by litigation; it is
to deter baseless filings and curb abuses.” In Burtingtwz Northern
Railroad Co. u. Iods, the Court allowed the federal Rules of Appellate
Procedure to displace an Alabama law requiring defendants to pay
plaintiffs an additional ten percent of the trial court judgment if they
unsuccessfully challenged the judgment on appeal.’8° The Court
explained that the Federal Rules choice of a discretionary cost-shift
ing regime for frivolous appeals “affects only the process of enforcing
litigants’ rights and not the tights thcmsetves”

While these examples suggest that the Rules Enabling Act’s sub
standec-rights provision poses minima] resuictions on federal
rulemaking, more recent rulings reveal a possible change in attitude.
Since the 1990s, the Supreme Court has suggested on a number o
.ccasions that certain Federal Rnles would violate the substantive

rights provision if interpreted in a particular way. In Semtck Interna
tional Inc. v. Lockheed Mrrtin Carl,., the defendant areutd that Rulr
31 (b) required particular dismissals by federal district courts to have
daim-predusive effect on subsequent litigation)2 The Court held
that Rule %i (h) did not mandate that such dismissals he preclusive
and noted that a contrary reading ‘would seem to violate” the substan
tive-tights provision it under state law, such a dismissal would not
foreclose &mirc. lidgation.1 in Ortir. v. Fthrthoard Ccnp., the Court
expressed concern that allowing Rule 23(b)tl)(B) to permit the certi
(icadon of a massive asbestos class action with no opportunity for class
members to opt out would violate the Rules Enabling Act’s substan
dee-rights provisinn’ It noted that the equitable, pro mia recoveries
that would result from such a limited fund class action were in “ten
sion’ with the “tights of individual tort victims at law.”57 In C.uperini,
the Supreme Court strongly implied that it would violate the substan
tive-rights provision to read Rule 59 as imposing a federal standard for
determining whether a damages award is excessive.’58 And in Kanwn
v, Kemper Financial Services hic,,’ the Court stated that it would vio
late the substantive-rights provision to read Rule 23.1 as imposing a
requirement that plaintiffs in shareholder derivative lawsuits seek
relief directly from the corporation’s directors before filing suit.’’°

For these reasons, it is difficult to glean concrete guidance on the
critical question of what constitutes improper interference with sub
stantive rights for purposes of the Rules Enabling Act. It is fair to say,
however, that Supreme Court decisions in the last decade or so sug
gest that the substantive-rights provision may be a more robust check
on federal rulemaking than it appeared to be for most of the twenti
eth century.
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A. Efb(crn.t

I. irWs R acionahip to ssic Federal Crnjnon Law

One puazic that has plagued the Eie doctrinc is its relationship
to the Supreme Cnons acceptance of whacjtsdge Friendly once called
che new federal curswon lw end what today might. be eafled
cbssic federal cnmcason law or substafltive federal common
1a&””’ Theec labels refer sojudidtsfly developed federal legal stan
tlard that onqwwtinnahly define liigans auhnanthe rights and
thereby override contrary nate )535 One contemporary example of
suchjudidal w-rnaling is the governmeo&o tractor dtfnse that the
Supreme Court created in Bzyie u. Uitiit chnuküs Ceip.° &jk
held that as a matter of federal common law, a government contractor
who manufacturers a product accorthog to the governmerirs eptdfi
rations Is immune &orn state law cost liability for injuries resulting
&om product dc1ccts. Ocher eettmples include fedtuai common
law rules to govern the effect of a foreign govcmments act on prop
cray rights within its terdtory and the U.S. government’s obligation
to pay on a grmenrncnt4scued check that was fraudulently trans
tcnei It ca also a remarkable cointtidcuc that the Suprecuc Court
(per justice Brandeis, no less) recognized federal court authority to
make suhtaorive, common law nds on the very same day it dddcd
Erk” In Hrndcrtzdcr v. Lo P&rta Rirrr & Clursy Creek Ditch C,Jus
dc Brandeis declared that how water in an iuterstat stream should
be apportioned between two states is a question of ‘federal cenimon
law’ upon whkh neither the ctannes nor the ti itiui of cithcr State
can be concluciee,” ledera] courts also use federal common law to
fill wzhacauthe gaps in Iedrral sraoscary schemes.’

Such dedsions tire hard us square with Erie’s command that fed
end courts lack the power to ‘declare substantive tuls uf common
law.”” ot surprisingly, Erie Is otten ignored when federal cocuis
make the kind of substantive federal common law that Erie purport
iully for ide.5” Ctinvctsciy, decisions holding that the Erie docuine
requires federal courts in appiy state law rarely tiddrct whcther fed
cml 5tauthlds might be jusdficd by the launsaicin5 authority tederai
cotwts exercise in cases ldte Beyk?° The failure to reconcile these
two divergent lines of authority has been one f Erie’s persistent
puc5.el

2. Thie’s Rrbcim:rsehip so Its Procedural Prnteny

.nothtir problem iv the fattiaal dtstuonccc betw the Erie deci
sion lf and the races that have come us runtritute foes docu-inal
progcny.’° ‘Their eaacs •‘uranyolwhich arc described in Part II—
are principally about ptneethLral federalism. iThrt ecaminr’ when a
federal court is bound by a state procedural rule the caine way it is

bound Cper Erie iselI by the Ctzte’s rule for the standard of rare in a
sort case. Etctimples of such procedural issues include the kinds of
discovery devices parties may use,’ whether a judge or jury acts
the facthnthtr,i14 the znethmsris by which process may b cerved,dlS the
availability of nncdons for conduct during 1is.igatiun,t* the sttindaid
for grsnthig a new and the preclusive effect of a pretrial
dismisL545

ldcndfjing three raves as Erie’s progeny is conceptually problem
atic, because it gsces Erie paternity over a set of cases that bear Utile
resemhlane to the Erie case itself- Erie had nothing to d with federal
procedural bwinalting—it concerned the qrzintesscotially aubitantive
iscue of the standard of care wrd by the defendant in a sort ease.5t’
Nest did Erie purport to address the ptoprlery of federal procedural
lawmaking in the lace of a contrary state ntlc.° As Prøfecsor Cenf
&ey Hswd recently put it, “Erie tv ThmjAinx is one rkdng the Erie
floenioc is something One could perhapt argue that Erie is a
proper progenitor of the procedural federalism eases in that they cli
involv vtrtictil choice of law problems (whthtr state or federal law
applies to a particular issue). Bitt if that ts the only common genetic
maa.rker, it is not clear why Erie is especially signiflcSnL The Supreme
Court has hen examining vemtictil choice of law issues since the days
of Chief Justice Marshall, inog before Erie and even before Swift”

494


