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SEVERANCE

 
Severance Agreement Is an ERISA Plan

T he U.S. District Court for the Eastern Dis-
trict of Pennsylvania finds that an employ-
ment agreement that provided severance 

benefits met the definition of a plan under the 
Employee Retirement Income Security Act 
(ERISA) and preempts state law claims brought by 
the plaintiff former executive against his defen-
dant employer.

The plaintiff was a corporate executive at the 
defendant auto parts distributor. In 2007, the de-
fendant promoted the plaintiff to head its Latin 
American operations, which required him to re-
locate to the Texas-Mexico border. In connection 
with the move and promotion, the plaintiff and 
defendant executed an employment agreement 
that provided certain benefits if the plaintiff was 
terminated “without cause.”

The defendant terminated the plaintiff ’s em-
ployment in 2014. The plaintiff alleged that the 
defendant fired him without cause and owed him 
$1.5 million, or five times his base salary, based on 
the employment agreement. The plaintiff filed suit 
in the Court of Common Pleas of Bucks County, 
Pennsylvania for breach of contract, violation of 
the Pennsylvania Wage Payment and Collection 
Law and promissory estoppel. 

The defendant removed the case to federal dis-

trict court, arguing federal question jurisdiction 
since the employment agreement was exclusively 
governed by ERISA. The plaintiff sought remand, 
contending that his state law claims were not pre-
empted by ERISA and that the parties agreed to 
have their contractual disputes resolved exclusive-
ly under Pennsylvania law. 

The court explains that an agreement con-
tains all of the elements of an ERISA plan if (1) 
the information was clearly ascertainable, (2) the 
source of funding was the employer and (3) the 
agreement described when and how benefits were 
to be distributed to the plaintiff. The court further 
explains that all three elements were contained in 
the employment agreement. 

The court notes that severance benefits do not 
constitute an ERISA plan unless they also require 
the establishment and maintenance of an ongoing 
administrative scheme. The plaintiff argued that 
the severance arrangement provided only a single 
payment requiring a simple one-time calculation. 

However, the court finds that the employment 
agreement also provided for the continuation of 
the plaintiff ’s salary and health care coverage for at 
least five years following a no-cause termination.

Finally, the plaintiff stated that the choice-of-
law provision of the employment agreement con-
stituted waiver of ERISA preemption and required 
that the case be resolved under Pennsylvania law. 
The court rejects that argument since there was 
no precedence in the U.S. Court of Appeals for the 
Third Circuit that addressed similar circumstances.

Instead, the court finds that the Third Circuit has 
made it clear that state law causes of action that are 
within the scope of ERISA Section 502(a) were com-
pletely preempted and removable to federal court.

Accordingly, the court denies the plaintiff ’s 
motion to remand the case to Pennsylvania state 
court. 

Zgrablich v. Cardone Industries, Inc., No. 15-4665 
(E.D.Pa. February 3, 2016).

The plaintiff sought remand, 
contending that his state law claims 
were not preempted by ERISA and 
that the parties agreed to have 
their contractual disputes resolved 
exclusively under Pennsylvania law.


