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Employment Law Alert

EMPLOYER LIABLE FOR BREACH OF CONTRACT FOR FAILURE
To FoLLow DisCIPLINE PoLICY IN EMPLOYEE HANDBOOK

In Buttrick v. Intercity Alarms, LLC, the Appellate Division of the state District
Court upheld a jury verdict that the company bredcan implied contract with Buttrick
when it terminated his employment without resorthie progressive discipline policy set
out in the employee handbook.

Buttrick alleged that he had been terminated witlamy warning, contrary to the
progressive disciplinary steps outlined in the leok. The failure to follow the policy,
he argued, constituted a breach of an implied echtrThe jury agreed and awarded
$41,888.00 in lost wages. The company appealed.

The Court upheld the verdict even though the haollrontained a disclaimer
that it was only a guide — not a contract of emplept — and notwithstanding the fact that
the employer expressly reserved the right to modifg terms of the handbook
unilaterally. The Court acknowledged that thes#dis were relevant to its analysis, but
held that the “central question” was whether anlegyge would reasonably conclude that
the handbook set out the “conditions under whiclplegment could continue.” Although
the Court noted that Buttrick did not negotiate ahyhe terms of the manual and that the
manual did not state a term of employment, it gaigaificant weight to evidence that the
employer had called “special attention” to its hamok on several occasions.
Specifically, the employer’s operations manager hald Buttrick that it was “very
necessary” that he sign an earlier version of thedhook because it contained a
noncompetition provision and Buttrick testified thee honored that provision following
his termination because he believed it was binditlgaddition, another manager asked
Buttrick to sign the handbook that was in effectra time of Buttrick’s termination no
fewer than three times. Although Buttrick did motffact sign this handbook, he testified
that he had seen it and the Court concluded tmateruall of the circumstances, it was
reasonable for Buttrick to believe that he was lboyits terms.

While this decision is binding only on the statistict courts, it serves as a
cautionary note. Employers should not assume tthey are insulated from contract
claims simply because they insert disclaimers igirtthandbooks. Promises that an
employer wants to enforce, like non-compete prowisj should be set out in separate
agreements. Where an employer wishes to have maxifiexibility and discretion, the
handbook should expressly so state. Finally, apl@yer should carefully review its
employee handbook to ensure that it contains ooligips that the employer is prepared
to enforce and that are, in fact, followed by adimagers.
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