UNITED STATES DISTRICT COURT FOR THE DISTRICT OF ARIZONA

Robert Gehring, et al. v. Osaic Incorporated, et al.

Gehring v. Osaic - No. CV-25-00367-PHX-KML - Decided January 30, 2026

SUMMARY

The United States District Court for the District of Arizona addresses motions to dismiss claims

arising from financial firms' cash sweep programs. The court dismisses all claims against parent

company Osaic, Inc. for lack of privity, agency, fiduciary relationship, aiding-and-abetting allegations,

or a basis for veil piercing. The court allows breach-of-contract claims against APA, Osaic Institutions,

and Osaic Wealth to proceed based on alleged failures to review or adjust sweep rates, while the

excerpt does not include the complete ruling on the fiduciary-duty claims against those entities.
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Plaintiffs brought putative class claims for breach of contract, breach
of fiduciary duty, unjust enrichment, and violations of the Investment
Advisers Act of 1940 arising from defendants' cash sweep programs.
The defendants moved to dismiss under Federal Rule of Civil
Procedure 12(b)(6).

On a motion to dismiss, the court accepted well-pleaded factual
allegations as true and determined whether the complaint stated a
facially plausible claim for relief. A statute-of-limitations defense
warranted dismissal at the pleading stage only when untimeliness was
apparent on the face of the complaint and no set of facts could
establish timeliness.
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QUESTIONS PRESENTED

1.

Whether the complaint plausibly stated contract, fiduciary-duty, unjust-enrichment, or Investment

Advisers Act claims against parent company Osaic, Inc.

. Whether plaintiffs' breach-of-contract claims against the Osaic broker-advisors were timely and

plausibly alleged ongoing contractual obligations to review or adjust sweep rates.

. Whether the broker-advisors owed fiduciary duties to plaintiffs whose accounts were advisory or non-

advisory.

. Whether plaintiffs could plead unjust enrichment in the alternative when the parties disputed the scope

of written account agreements.

. Whether the Investment Advisers Act claims were timely and supported a private cause of action.

. Whether leave to amend should be granted.

HOLDINGS

1.

The complaint did not plausibly establish that Osaic, Inc. was a party to plaintiffs' contracts, was
vicariously liable for its subsidiaries' contractual breaches, had a principal-agent relationship with the
subsidiaries, or satisfied the requirements for piercing the corporate veil. The contract claims against

Osaic, Inc. were therefore dismissed.

. The complaint did not plausibly allege that Osaic, Inc. owed plaintiffs a fiduciary duty or knowingly

participated in its subsidiaries' alleged fiduciary breaches. Those claims were dismissed.

. Plaintiffs failed to plausibly allege that equity and good conscience required restitution from Osaic, Inc.

or that Osaic, Inc. itself received a benefit from plaintiffs for which it unjustly failed to pay. The unjust-

enrichment claims against Osaic, Inc. were dismissed.

. The breach-of-contract claims were timely at the pleading stage and plausibly alleged that the governing

agreements required ongoing rate-setting and periodic review of sweep rates. The claims could proceed

to the extent based on alleged failures to adjust or reconsider rates as required by the agreements.

. Only Gehring's advisory account through APA plausibly supported a fiduciary-duty claim. The

fiduciary-duty claims based on Gehring's non-advisory Osaic Wealth brokerage IRA and Hunt and
Norris's non-advisory Osaic Institutions IRAs were dismissed.

. Plaintiffs could plead unjust enrichment in the alternative because the parties disputed the scope of the

written contracts, but the claims were inadequately pleaded and were dismissed.

. The Investment Advisers Act claims were dismissed because the section 80b-15 rescission claims were

untimely and the Act provides no private cause of action other than contract-voiding relief under section



80b-15.

8. Leave to amend was granted because additional facts could potentially cure the claims against Osaic,
Inc., the fiduciary-duty claims against Osaic Wealth and Osaic Institutions, and the unjust-enrichment
claims. The TAA claims were also dismissed with leave to amend in case plaintiffs could identify newly

added contractual terms within the limitations period.

KEY QUOTATIONS

“Some of plaintiffs’ claims fail, but the central claims involving breach of contract and breach of fiduciary

duty may proceed.” (at 1)

“At this stage, the agreements do not clearly foreclose plaintiffs’ interpretation that the Broker-Advisors had a
contractual duty to periodically reconsider or adjust sweep rates in accordance with the criteria described in

the governing documents.” (at 27)
“Accordingly, only Gehring’s advisory account through APA gives rise to a fiduciary duty.” (at 35)

“Because the alleged violations under § 80b-15 are untimely and no other private causes of action exist under
the IAA, all IAA claims are dismissed.” (at 42)

FACTUAL BACKGROUND

Plaintiffs participated in cash sweep programs operated by defendants, under which uninvested cash was
automatically placed in interest-bearing accounts at participating banks. The banks paid interest to defendants,
which allegedly paid customers substantially lower rates while retaining the spread; plaintiffs alleged that sweep
rates remained near zero even as benchmark rates rose above five percent. Plaintiffs contended that account
agreements and related disclosures required defendants to set and periodically review reasonable sweep rates and
to act in customers' best interests. The defendants included a parent corporation, Osaic, Inc., and subsidiary

broker-advisors that operated the relevant accounts and programs.

PROCEDURAL HISTORY

The action was filed in the District of Arizona under diversity jurisdiction and involved claims concerning
allegedly inadequate interest rates paid on swept cash. The court granted Osaic, Inc.'s motion to dismiss all
claims against it, granted in part and denied in part the motions filed by APA, Osaic Wealth, and Osaic
Institutions, and dismissed several claims with leave to amend. The court allowed the adequately pleaded
contract claims and the fiduciary-duty claim relating to Gehring's advisory account to proceed and directed the

parties to prepare a Rule 26(f) case-management report.
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