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SEVERANCE

Employees Transferred in Company Acquisition 
Have No Right to Severance Benefits

T he U.S. District Court for the Eastern Dis-
trict of Pennsylvania holds that the plaintiff 
former employees who were transferred to 

an affiliated defendant employer were not entitled 
to severance benefits.

The plaintiffs were longtime employees of 
a large pharmaceutical company but provided 
services to the company’s credit union. Prior 
to the plaintiffs’ employer being acquired, the 
company adopted a severance plan. In 2009, 
the plaintiffs’ employer was acquired, and the 
new company became the sponsor of the sev-
erance plan (collectively, the defendants).

The plan provided employees with transi-
tion benefits in the event they were terminated 
within 24 months of a change of control of the 
company. Benefits under the plan were not 
payable if the employees were transferred to a 
successor company or any of its affiliates. The 
term successor company was not defined in the 
plan.

Effective March 31, 2010, the new compa-
ny informed the plaintiffs that they would be 
“transferred” from being employees of the new 
company to employees of the credit union, 
pursuant to a negotiated agreement under 
which they would continue performing their 
same jobs at the same rate of pay.

In May 2010, the plaintiffs filed claims for 
severance benefits under the plan, alleging 

they had been involuntarily terminated within 
24 months of the new company’s acquisition of 
their old employer because they were no longer 
employed by the new company. The plaintiffs 
claimed they had been terminated rather than 
transferred because (1) they were required 
to complete new employment applications,  
(2) the credit union was not an affiliate or suc-
cessor company of the new company, (3) the 
denial of their claims was based on a misread-
ing of the plan and (4) being newly employed 
by the credit union did not disqualify them for 
benefits.

The defendants deemed the plaintiffs in-
eligible for benefits under the plan because 
the plaintiffs had (1) been transferred to a 
successor employer, (2) not experienced an 
employment loss and (3) not experienced a 
reduction in pay or change in principal place 
of business.

The court finds the term successor compa-
ny to be ambiguous and then addresses the de-
fendants’ interpretation of the term. The court 
finds it not unreasonable for the defendants to 
interpret the plan to include the credit union 
as a successor company because, although 
the plaintiffs’ employment circumstances 
changed, the plaintiffs continued to perform 
the same tasks at the same desks with the same 
rate of pay. In addition, under the terms of the 
negotiated agreement, the plaintiffs were still 
eligible for severance benefits if their employ-
ment with the credit union was terminated 
within 24 months of the acquisition of their 
old employer. 

Therefore, the court upholds the defen-
dants’ decision denying the plaintiffs’ benefits 
and grants the defendants’ motion for sum-
mary judgment.   

Feeko et al. v. Pfizer, Inc. et al., No. 11—4296 
(E.D.Pa. November 18, 2014).


