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In 2006, the Legal
Foundation continued 
to benefit NFIB members

and small-business owners
nationwide. After six years 
of operation, the Legal
Foundation has gained
influence in America’s courts,
and is using this influence to
provide a voice for small
businesses. We continue to
provide valuable resources,

such as the Employment Law Hotline.

NFIB LEGAL FOUNDATION EMPLOYMENT LAW HOTLINE

The NFIB Legal Foundation launched the Hotline in April
to provide free basic legal advice to NFIB members on
employment law.  Callers can ask questions concerning the
Americans with Disability Act, the Fair Labor Standards
Act, the Occupational Safety Hazard Act, and other
important employment issues. Attorneys from a
Washington, D.C. law firm return all calls within 24 hours.
Members are entitled to one call per month. The Hotline
provides free access to legal experts and eliminates the need
for small-business owners to spend money on an attorney
for each question that arises.  

Members have been pleased with the hotline thus far.  In its
first year of operation the hotline handled more than 600
calls.  Of those callers surveyed on their satisfaction with the
Employment Law Hotline, more than 80 percent said they
would recommend the hotline to other small businesses.  

NFIB LEGAL FOUNDATION CONTINUES FIGHT FOR FAIRNESS
ON BEHALF OF SMALL BUSINESS
The NFIB Legal Foundation joined twenty cases this year
and was especially vocal in fighting drive-by

ADA litigation and working to secure regulatory fairness
for small businesses. In addition, executive director Karen
Harned also testified before Congress on the importance of
waiving fines for small-business owners who make mistakes
on complex paperwork.

In 2006, the Legal Foundation scored three important
victories to the benefit of small businesses.

PROTECTING PROPERTY RIGHTS
The Victory: The Legal Foundation filed an amicus brief on
behalf of the small-business owners and homeowners in
Norwood, Ohio, who were in danger of losing their private
property to a private developer who planned to build chain
stores, a condominium development, and office space. 
The city declared the well-kept properties “deteriorating”
so that it could condemn the properties and sell-them to 
the developer. 

The Ohio Supreme court ruled unanimously in July that the
government may not seize private property for eminent
domain purposes based solely on economic development.
Norwood v. Gamble sets an important precedent as we
work to chip away at the U.S. Supreme Court’s
controversial ruling in Kelo v. New London, a decision that
allows city governments to seize and sell property when a
private developer can promise larger tax revenues.  The
Ohio ruling also requires that Ohio courts apply
“heightened scrutiny” when deciding eminent-domain
cases.  This forces the government to go beyond the
minimal requirement of demonstrating that a sound
reasoning process had occurred before taking property.  The
unanimous opinion found that the labeling of private
property as “deteriorating” is unconstitutional.

The Small-Business Benefit: This win protects the property
rights of small-business owners in Ohio who, previously,

could have lost their property to private
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developers at the whim of the government. The ruling will
make government condemnations of private property
subject to higher standards. Hopefully, other states will
soon follow Ohio’s example in protecting property rights.

STOPPING MANDATED HEALTH INSURANCE
The Victory: In July 2006, the U.S. District Court for
Maryland struck down the state’s Fair Share Health Care
legislation, nicknamed the “Wal-Mart Law”, which
required large employers to spend at least eight percent of
their payroll on health insurance or donate the same
amount to the Maryland Medicaid Fund. The court found
that the Maryland law was preempted by the federal
Employee Retirement Income Security Act.

The Small-Business Benefit: While the Wal-Mart law would
have applied only to companies with more than 10,000
employees, it opened the door for further laws that will
directly impact small businesses. A bill had already been
introduced in Maryland to require all companies to spend
4.5 percent of payroll on health care or pay the state an
equal amount. The Maryland victory stopped the Wal-Mart
law and provided an important example for other states,
several of which have already introduced bills with lower
employee thresholds. The win will prevent state
governments from forcing mandated health insurance costs
on employers of all size. 

RESTRAINING FEDERAL REGULATION OF THE 
PRIVATE USE OF WETLANDS
The Victory: The U.S. Supreme Court found in June that the
government had overstepped its boundaries in its attempt to
regulate private property, including wetlands, via the Clean
Water Act. John Rapanos was criminally convicted for
filling a ditch on his property, which was located 20 miles
from any navigable waterway. The decision vacated
Rapanos’ conviction and provided a common-sense
standard for determining what falls under “navigable
waters” or “waters of the United States.” 

The Small-Business Benefit: The costs incurred by business
owners to comply with environmental regulations such as
the Clean Water Act are disproportionately larger for small
businesses than for large businesses. The decision in
Rapanos v. U.S. will reduce the time and money small
businesses must spend obtaining wetland permits.

TESTIFYING ON CAPITOL HILL
Legal Foundation executive director Karen Harned urged
lawmakers in September to pass legislation that will give
small-business owners the opportunity to correct
unintended paperwork mistakes instead of paying
expensive fines for forgetting to dot every “i” and cross
every “t.”

Harned testified before the United States House of
Representatives Committee on Government Reform’s
Subcommittee on Regulatory Affairs, as they

held an oversight hearing on H.R. 5242, the Small Business
Paperwork Amnesty Act of 2006.

I want to personally thank our Charter Supporters for their
generous contributions to the Legal Foundation. Without
you, none of our efforts would be possible. The Legal
Foundation had a positive year in advancing its two goals—
representing the interests of small business in the
courtroom, and educating small-business owners about
potential legal pitfalls. This year, your donations went
toward important projects to further these goals and,
ultimately, to help you, our members. We look forward to
more success in 2007.

Sincerely, 

Karen R. Harned, Esq.
Executive Director
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DONORS
The NFIB Legal Foundation would like to thank all its Charter
Supporters for their generosity in 2006. In particular, we would
like to thank those that gave $250 or greater:
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ADVISORY BOARD
Jonathan H. Adler, Case Western Reserve University   

School of Law, Cleveland, Ohio

James F. Blumstein, Vanderbilt Law School, 
Nashville, Tennessee
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The NFIB Legal Foundation appreciates the
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ACTIVITIES AND CHANGES IN NET ASSETS

Foundation Grants (4%) 

REVENUE 

Support 
from NFIB

55%

Contributions 
41%

Administrative 2%

EXPENSES 

Program Services 79%

Fundraising
19%

REVENUE AND SUPPORT 2006 2005 2004

Contributions $366,555 $347,207 $282,623
Foundation Grants $38,000 $23,410 $83,000
Support from NFIB $484,673 $474,000 $500,000
and Other Income
TOTAL $889,228 $844,617 $865,623

EXPENSES 2006 2005 2004

Program Services $747,772 $655,977 $528,924
Administrative $20,736 $30,717 $23,480
Fundraising $183,631 $123,212 $221,265
TOTAL $952,139 $809,906 $773,669

REVENUE LESS EXPENSES ($62,911) $34,711 $91,954
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We would like to extend our thanks to the following
attorneys who provided pro bono legal services to the
NFIB Legal Foundation in 2006:



AMICUS BRIEFS FILED IN 2006
For our complete case index, please visit www.nfiblegal.com.

Arbino v. Johnson & Johnson — Defending Ohio’s Tort Reform Initiative

Blue v. City of Los Angeles — Eminent Domain Strikes another Small Business

Burlington Northern R.R. v. White — Legal Foundation Seeks to Clarify ‘Adverse Employment Action’

Crown Equipment Corp. v. Morris — NFIB Moves to Curb Forum Shopping in the Courts

Davenport v. Washington Education Association — NFIB Defends Limitations on Using Non-Union Members Fees for Union’s Political Purposes

Doran v. Del Taco — Protecting Small Business from ‘Drive-By’ ADA Litigation

Fisher Scientific Company v. Superior — Stopping Forum Shopping

Ledbetter v. Goodyear Tire and Rubber Company — Fighting Expansion of Title VII Pay Discrimination Claims

Legacy Fishing v. National Marine Fisheries Service — Fishing Regulation Challenged After Feds Fail to Comply with the RFA

Memorandum in Support of Michigan Inactive Asbestos Docketing System — Fighting for a Legal System that Protects the Sick

Mohawk Industries, Inc. v. Williams — Fighting Back Against Plaintiffs’ Shakedown Civil RICO Claims

Molski v. Mandarin Touch Restaurant — Fighting ‘Drive by’ ADA Lawsuits

National Women, Infants and Children's Grocers Assoc. v. Food and Nutrition Service — Fighting for Regulatory Fairness for Small Grocers

North Carolina Board of Pharmacy v. The Rules Review Commission — Fighting an Agency Overstepping its Jurisdiction

Paz, et al. v. Brush Engineered Materials, Inc., et al. — Urging MS Supreme Court to Reject Asbestos Medical Monitoring Claims

Piunti v. Commonwealth of Pennsylvania — Fighting to Preserve Non-Atty Usage in Unemployment Compensation Proceedings

Rehm v. Navistar International Corp. — Legal Foundation Defends Employers' Immunity Under Workers Comp

Retail Industry Leaders Association v. Fielder — Legal Foundation Fights Mandated Health Insurance

UPS v. Michigan Bureau of Safety & Regulation — Challenging MIOSHA Ruling on Duplicative Hazard Assessments
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