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SUMMARY

The United States District Court for the Eastern District of Louisiana granted Defendants’ second
motion to dismiss claims brought by Ochsner employees concerning the use of 401(k) plan forfeitures
to reduce employer matching contributions rather than pay administrative expenses. The court held
that Plaintiffs failed to plausibly allege breaches of the ERISA duties of loyalty and prudence,
prohibited transactions, or failure to monitor fiduciaries. The claims were dismissed with prejudice,
and the court denied further leave to amend.
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PROCEDURAL POSTURE Defendants moved under Federal Rule of Civil Procedure 12(b)(6) to
dismiss Plaintiffs' First Amended Complaint asserting ERISA
fiduciary-duty and prohibited-transaction claims.

STANDARD OF REVIEW On a Rule 12(b)(6) motion, the court accepts well-pleaded factual
allegations as true, draws reasonable inferences in the plaintiff's favor,
disregards legal conclusions couched as factual allegations, and
determines whether the complaint states a facially plausible claim for
relief.

PRECEDENTIAL VALUE unpublished district court order; persuasive authority only
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QUESTIONS PRESENTED

1. Whether Plaintiffs plausibly alleged that Defendants breached ERISA's duty of loyalty by using Plan
forfeitures to reduce discretionary employer matching contributions rather than pay administrative
expenses.

2. Whether Plaintiffs plausibly alleged a breach of ERISA's duty of prudence based on the decision to
allocate forfeitures to discretionary matching contributions or the alleged delay in allocating forfeitures.

3. Whether the alleged use and allocation of forfeitures constituted prohibited transactions under 29 U.S.C.
§ 1106(a)(1) or § 1106(b)(1).

4. Whether Ochsner could be liable for failure to monitor other fiduciaries when the underlying fiduciary-
duty claims failed.

HOLDINGS

1. Plaintiffs failed to state a claim for breach of the duty of loyalty because the Plan authorized fiduciaries
to use forfeitures to reduce Ochsner's discretionary matching contributions, and Plaintiffs did not
plausibly allege that Defendants violated the Plan, failed to provide promised benefits, or were
contractually obligated to make the matching contributions.

2. Plaintiffs failed to state a prudence claim based on Defendants' choice to apply forfeitures to
discretionary employer matching contributions rather than administrative expenses.

3. Plaintiffs failed to state a prudence claim based solely on the existence of unallocated forfeiture balances
or an alleged delay in using them.

4. Plaintiffs failed to plausibly allege a prohibited transaction because paying plan administrative expenses
from participant accounts and reallocating forfeitures within the Plan did not constitute the kind of
transaction covered by § 1106.

5. The failure-to-monitor claim failed because it was derivative of Plaintiffs' unsuccessful underlying
fiduciary-duty claims.

KEY QUOTATIONS

“To survive a Rule 12(b)(6) motion to dismiss, a plaintiff must plead enough facts “to state a claim for relief
that is plausible on its face.”” (at 3)

“In view of this discretion, . . . a fiduciary does not breach its duty of loyalty by discretionarily choosing to
apply forfeitures to employer contributions rather than to pay administrative costs.” (at 7)

“This Court refuses to assume imprudence simply because Plaintiffs would have preferred a different
outcome.” (at 9)

“[T]he intra-plan reallocation of forfeitures to cover employer contributions is a ‘payment of benefits,’ [and
therefore] it is not a transaction within the meaning of § 1106.” (at 12)



FACTUAL BACKGROUND

Plaintiffs were long-time Ochsner employees and participants in Ochsner's ERISA-governed retirement 401(k)
Plan. Under the Plan, matching contributions that were not vested after an employee's termination became
forfeitures, which the Plan permitted fiduciaries to use either for administrative expenses or to reduce Ochsner's
discretionary future matching contributions. Plaintiffs alleged that Defendants consistently used forfeitures to
reduce Ochsner's matching obligations, sometimes leaving forfeitures unallocated, rather than using them to pay
administrative expenses, and asserted claims for breach of loyalty, breach of prudence, prohibited transactions,
and failure to monitor fiduciaries.

PROCEDURAL HISTORY

Plaintiffs sued Ochsner Clinic Foundation and the Retirement Benefits Committee on behalf of participants in
Ochsner's retirement 401(k) Plan. The court previously granted Defendants' motion to dismiss and permitted
Plaintiffs to amend. After Plaintiffs filed their First Amended Complaint, Defendants filed a second motion to
dismiss. The court granted the motion and dismissed all claims with prejudice, denying further leave to amend.
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