UNITED STATES DISTRICT COURT FOR THE EASTERN DISTRICT OF NEW

YORK

Engler v. Cendant Corp.

434 F. Supp. 2d 119 (E.D.N.Y. 2006) - No. 04-CV-05215(ADS)(MLO) - Decided May 23, 2006

SUMMARY

The United States District Court for the Eastern District of New York considers defendants’ motion to

dismiss an amended complaint concerning severance and medical benefits allegedly owed under an
ERISA plan. The court denies dismissal of the ERISA claim against IBM, dismisses the ERISA claim

against Cendant, and holds that the asserted New York fraud, negligent misrepresentation, and breach-

of-contract claims are not preempted by ERISA as pleaded.
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Defendants moved under Federal Rule of Civil Procedure 12(b)(6) to
dismiss the amended complaint alleging ERISA violations and New
York claims for fraud, negligent misrepresentation, and breach of
contract.

On a Rule 12(b)(6) motion, the court accepts well-pleaded factual
allegations as true, draws reasonable inferences in the plaintiff's favor,
and dismisses only when it appears beyond doubt that the plaintiff can
prove no set of facts entitling him to relief. Standing challenges based
on the pleadings are evaluated under the same favorable-pleading
approach. A denial of ERISA benefits that fails to comply with the
plan's procedures may be subject to de novo review.

Published federal district court memorandum decision; persuasive
authority within the Second Circuit and the Eastern District of New
York.
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QUESTIONS PRESENTED

1.

Whether Engler had standing to pursue an ERISA benefits claim despite IBM's contention that he had

not executed a required release.

. Whether Engler was required to exhaust administrative remedies before asserting his ERISA claims

against IBM.

. Whether the absence of a written denial and appeal information rendered administrative exhaustion

futile.

. Whether Cendant could be held liable under ERISA as a fiduciary for representations made before the

ISRA plan existed.

. Whether Engler's New York claims for fraud, negligent misrepresentation, and breach of contract were

preempted by ERISA.

. Whether the amended complaint adequately pleaded fraud under Federal Rule of Civil Procedure 9(b).

. Whether the amended complaint adequately pleaded negligent misrepresentation and breach of contract.

HOLDINGS

1.

The court declined to dismiss the ERISA claim against IBM on the ground that Engler lacked a colorable
claim to benefits because he allegedly failed to sign a release. The issue could not be resolved from the
amended complaint and attached exhibits because they did not establish whether Engler had signed the

release.

. The motion to dismiss IBM was denied because exhaustion was not a basis for dismissal at this stage.

The complaint alleged statutory ERISA violations rather than a claim solely based on interpreting plan

rights, and it also alleged a clear and positive showing that exhaustion would have been futile.

. The ERISA claim against Cendant was dismissed because Engler did not allege that Cendant acted as a

fiduciary of a qualified plan or exercised fiduciary discretion.

. The state-law claims against Cendant were not preempted by ERISA and could proceed.

. The amended complaint adequately pleaded fraud with particularity and the motion to dismiss the fraud

claim was denied.

. The amended complaint adequately stated a negligent misrepresentation claim, and the motion to

dismiss that claim was denied.

. The amended complaint adequately stated a breach-of-contract claim, and the motion to dismiss that

claim was denied.



KEY QUOTATIONS

“The failure to provide a written notice of benefits violates ERISA and the express requirements under the
ISRA Plan.” (129)

“ERISA permits employers to wear ‘two hats," and . . . they assume fiduciary status “only when and to the

extent' that they function in their capacity as plan administrators, not when they conduct business that is not
regulated by ERISA.” (130)

“any state-law cause of action that duplicates, supplements, or supplants the ERISA civil enforcement remedy
conflicts with the clear congressional intent to make the ERISA remedy exclusive and is therefore pre-
empted.” (131)

FACTUAL BACKGROUND

Engler worked for Cendant and its predecessor Avis for more than twenty-five years before accepting an offer to
work for IBM on the Cendant account. Cendant and IBM allegedly represented that IBM would recognize
Engler's Cendant service credit for purposes including eligibility and vesting, and Cendant later conditioned
additional benefits on Engler's execution of a general release. After IBM terminated Engler approximately two
years later, IBM calculated severance and medical benefits without crediting his Cendant service. Engler alleged

that IBM denied his request orally and provided no written denial, reasons, or appeal instructions.

PROCEDURAL HISTORY

Engler initially filed state-law claims in New York Supreme Court, Nassau County. Cendant removed the action
to federal court under 28 U.S.C. § 1441. The court previously dismissed the original complaint, finding that the
claims were preempted and that no claim was properly alleged against IBM, but granted leave to amend. On the
amended complaint, the court denied IBM's motion to dismiss, granted Cendant's motion as to the ERISA claim,
and denied Cendant's motion as to the state-law claims.
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