UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF

CALIFORNIA

Operating Engineers Health and Welfare Trust Fund v. Mercoza

No. 24-cv-03007-LB (N.D. Cal. May 7, 2025) - No. 24-cv-03007-LB - Decided May 7, 2025

SUMMARY

The document is an order reassigning the case and a report and recommendation addressing the

plaintiffs' motion for default judgment in an ERISA action. The court recommends awarding

$21,398.49 in liquidated damages, interest, attorney's fees, and costs, along with injunctive relief

requiring the defendants to submit to a payroll audit. The recommendation is based on the defendants'

failure to appear, their delinquent benefit-plan contributions, and their failure to comply with audit

requests.
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Plaintiffs moved for default judgment after the defendants failed to
appear, the Clerk entered default, and the defendants were properly
served. The magistrate judge reassigned the dispositive matter to a
district judge because the nonappearing defendants had not consented
to magistrate-judge jurisdiction, and issued a report and

recommendation to grant default judgment.

Default judgment under Federal Rule of Civil Procedure 55(b)(2) is
discretionary. After default, well-pleaded allegations concerning
liability are taken as true, but damages must be established. Before
entering default judgment, the court must independently determine
subject-matter jurisdiction, personal jurisdiction, and adequacy of

service.
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QUESTIONS PRESENTED

1. Whether the court had subject-matter jurisdiction and personal jurisdiction sufficient to consider default

judgment.
2. Whether service of process on Mercoza and Martinez was adequate.
3. Whether the Eitel factors favored entry of default judgment.

4. Whether the plaintiffs established entitlement to $21,398.49 in liquidated damages, interest, attorney's
fees, and costs.

5. Whether the court should recommend equitable relief requiring the defendants to submit to a payroll
audit.

HOLDINGS

1. The court had federal-question subject-matter jurisdiction under ERISA and the Labor Management
Relations Act and personal jurisdiction over the California defendants based on their location, status as

employers, and execution of the relevant agreements.
2. Service on Mercoza and Martinez was adequate for purposes of default judgment.

3. The Eitel factors favored entry of default judgment because the plaintiffs would otherwise lack a
remedy, the complaint stated meritorious and sufficient claims, the requested amount was reasonable, no
material factual dispute or excusable neglect appeared, and the defendants' failure to participate made

adjudication on the merits impossible.

4. The plaintiffs were entitled to recover the contractual and statutory relief arising from Mercoza's late
contributions, including liquidated damages, interest, attorney's fees, and costs, subject to entry of

judgment by the district judge.

5. The plaintiffs were entitled to an order requiring the defendants to submit to an audit of payroll records
from July 1, 2022 through June 30, 2023.

KEY QUOTATIONS

“Because the defendants have not appeared and consented, the matter must be reassigned to a district judge.”
(at 1)

“The undersigned reassigns the case and recommends granting default judgment in the form of the proposed

order and judgment, including $21,398.49 in monetary relief and the requested injunction.” (at 8)

FACTUAL BACKGROUND



The plaintiffs are employee benefit plans and trustees whose governing agreements required Mercoza and
Martinez to make monthly contributions and submit payroll records to audit. The defendants failed to make
required contributions for March through May 2023 and September through November 2024, paid the
contributions late, and did not respond to audit requests. Martinez personally guaranteed the amounts owed. The

plaintiffs sought liquidated damages, interest, attorney's fees, costs, and an order compelling an audit.
PROCEDURAL HISTORY

The employee benefit plans and trustees sued Mercoza and Jason A. Duran Martinez under ERISA and related
agreements for delinquent contributions, liquidated damages, interest, attorney's fees, costs, and an audit. The
defendants did not appear. After service by personal service, substituted service through the California Secretary
of State, and publication, default was entered on December 20, 2024. The magistrate judge recommended default

judgment for $21,398.49 plus the requested audit injunction and directed reassignment to a district judge.
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