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Other Recent Decisions

STOCK PLANS
Pasternack et al. v. Shrader et al.

The U.S. Court of Appeals for the Second Circuit 
affirms a district court dismissal of the plaintiff 
retired partners’ Employee Retirement Income 
Security Act of 1974 (ERISA) claims after de-
termining that the stock plan of the defendant 
privately held corporation is not an ERISA-gov-
erned retirement plan. The plaintiffs are retired 
partners of a management consulting firm. The 
defendants are the firm, several officers and vari-
ous individuals involved in the sale of one of its 
divisions. The plaintiffs allege the defendants dis-
criminated against different officers and violated 
duties of care, loyalty and good faith in violation 
of ERISA. The district court dismissed the claims 
on the ground that the defendants’ stock distribu-
tion program was not a pension plan within the 
meaning of ERISA. One of the plaintiffs separately 
claimed the defendants fraudulently induced him 
and others to sell stock below fair value, and the 
district court denied his request to amend his 
complaint to add securities fraud claims. The 
defendants allocate stock via a stock rights plan 
(SRP). The only people allowed to own stock are 
the company itself and its partners. Partners can 
sell their stock only to the company. Retirees are 
allowed to continue holding their stock for two 
years into retirement, at which point the company 
has the option of repurchasing the stock. The court 
agrees with the district court conclusion that the 
SRP has little to do with retirement and is there-
fore not an ERISA plan. It is a means of ensuring 
the company is owned entirely by partners and 
is a way to return capital to partners who leave. 
There is no deferral of income involved under the 
SRP. The salient benefit that an SRP participant re-
ceives is an ownership stake in the company. The 
benefits accrue during the participant’s tenure at 
the company, not at retirement. While the retiree’s 
ownership stake can be liquidated into cash only 

after retirement, this is not the dominant benefit. 
Each participant had already received and enjoyed 
the present benefit from his or her contributions 
before retirement. Therefore, the court agrees 
the SRP is not an employee pension benefit plan 
within the meaning of ERISA. While the district 
court dismissed a motion by one of the plaintiffs 
for leave to amend to add securities fraud claims 
on grounds of futility and undue delay, this court 
disagrees with that dismissal. The plaintiff signed 
a waiver of the securities claims, but the clause is 
invalidated by Section 29(a) of the Securities Ex-
change Act of 1934. Accordingly, the court vacates 
the judgment of the district court to the extent it 
denied the plaintiff ’s request for leave to amend to 
add claims regarding securities fraud and affirms 
the judgment in all other respects. No. 16-217 (L) 
(2d. Cir. July 13, 2017).

DISABILITY BENEFITS
Marcin v. Reliance Standard Life Insurance 
Co. et al. 
The U.S. Court of Appeals for the District of Co-
lumbia Circuit affirms the judgment of the dis-
trict court that there was not substantial evidence 
for the defendant plan administrator to deny the 
plaintiff employee’s long-term disability (LTD) 
benefits under a plan governed by the Employee 
Retirement Income Security Act of 1974 (ERISA). 
The plaintiff, a participant in an LTD plan spon-
sored by her employer, suffered from numerous 
medical conditions, including cancer and anemia. 
The defendants include the plan administrator 
and the plan. After developing numerous ailments 
in November 2005, the plaintiff began receiving 
treatment and became unable to work on a full-
time basis in August 2007. She returned to work 
on a part-time basis and eventually ceased work-
ing altogether. The defendants denied the plain-
tiff ’s claim for LTD benefits, and the district court 
found the defendants did not have substantial evi-
dence to support the denial. To be eligible for dis-
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ability benefits, the plan requires an individual to be totally 
disabled, be under the regular care of a physician, have com-
pleted the elimination period proving he or she is incapable 
of performing material duties full-time for 180 days, and 
submit satisfactory proof of total disability. Under the plan, a 
partial disability is equivalent to a total disability. The defen-
dants argue the plaintiff did not prove total disability. To sup-
port her claim, the plaintiff provided the defendants with her 
medical records, work history, witness statements and scien-
tific literature concerning her illness. The court uses the def-
erential standard of review in this case, and the defendants’ 
denial may not be overturned if it was the result of a deliber-
ate and reasoned process supported by substantial evidence. 
The defendants argue the plaintiff ’s ailments were not debili-
tating, but the court finds the defendants misconstrued the 
evidence. The plaintiff ’s medical records show a progression 
of her illness to the point of a disability, and the defendants 
failed to address the fact that the plaintiff never worked a full 
week after her disability began. She was only released to work 
“as tolerated” by her doctors. In addition, the court does not 
consider the defendants’ independent medical reviewer to 
be reliable because he did not examine all of the evidence 
or link his conclusions to the plaintiff ’s medical history. The 
court finds the plaintiff ’s medical records show she could not 
sustain full-time work, and her work history shows a direct 
link between sick days and her disability. Based on all the 
evidence, the plaintiff proved partial disability and, because 
partial disability is equivalent to total disability under the ex-
press terms of the plan, the plaintiff is determined to be to-
tally disabled and entitled to disability benefits. Accordingly, 
the court finds the defendant acted unreasonably in denying 
the plaintiff ’s disability benefits and affirms the district court 
judgment. No. 16-7125 (D.C. Cir. June 30, 2017).

BENEFIT LITIGATION

Cardoza-Estremera et al. v. Colegio Padre Berrios et al. 
The U.S. District Court for the District of Puerto Rico de-
nies the motion by the defendant parochial school to dismiss 
a complaint by the plaintiff teachers alleging mismanage-
ment of a pension plan in violation of the Employee Retire-
ment Income Security Act of 1974 (ERISA). The plaintiffs 
are parochial school teachers who participate in a Catholic 

school employee pension plan. The defendants are the Ro-
man Catholic Archdiocese, the trust of the plan and the 
school superintendent. The defendants moved to dismiss the 
plaintiffs’ complaint pursuant to Federal Rules of Civil Pro-
cedure 12(b)(1) and (b)(6), arguing that the plan is exempt 
from ERISA because it is a church plan within the meaning 
of ERISA Section 3(33). Under ERISA, a church plan means 
a plan established and maintained for its employees by a 
church or by a convention or association of churches. A plan 
maintained by a church-associated organization whose chief 
purpose or function is to fund or administer a benefits plan 
for the employees of either a church or a church-affiliated 
nonprofit qualifies as a church plan, regardless of who estab-
lished it. Not all church plans are exempt from ERISA, how-
ever—only those with respect to which no election has been 
made under Section 410(d) of the Internal Revenue Code of 
1986. On June 5, 2017, the U.S. Supreme Court decided Ad-
vocate Health Care Network et al. v. Stapleton et al., 137 S.Ct. 
1652 (2017), construing the scope of ERISA church plan ex-
emption. Rule 12(b)(1) states that if the court lacks subject 
matter jurisdiction to adjudicate its claims, a complaint must 
be dismissed. While the defendants argue the district court 
lacks subject matter jurisdiction because the plan is a church 
plan exempt from ERISA, they do not challenge the plain-
tiffs’ standing or the subject matter jurisdiction of the court 
more broadly. The district court found that it clearly has ju-
risdiction to adjudicate the plaintiffs’ federal law claims and 
related local law claims. The defendants’ exemption-based 
challenge under Rule 12(b)(6) alleges the complaint fails 
to state a claim under ERISA because it does not “establish, 
with factual averments, that the plan is not a church plan.” 
However, the defendants fail to cite any authority to support 
their notion that the plaintiffs were required to plead that the 
plan does not fall under any ERISA exemptions. The defen-
dants failed to bear the burden of proving under Rule 12(b)
(6) that there is no claim for relief under ERISA. The plain-
tiffs’ complaint states a plausible claim, but they have failed 
to cite legal authority that the plan is not a church plan. The 
court finds that both parties have failed to prove whether the 
plan is or is not an ERISA-exempt church plan and denies the 
defendants’ motion to dismiss. No. 16-2318 (ADC) (D.P.R. 
July 19, 2017).


