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UNITED STATES DISTRICT COURT
DISTRICT OF CONNECTICUT

SHAWN SULLIVAN,
Plaintiff,

v No. 3:13-cv-01288 (JAM)

STANADYNE CORP., STANADYNE

RETIREMENT BENEFITS COMMITTEE,
Defendants.

RULING RE DEFENDANTS’ MOTION FOR SUMMARY JUDGMENT

Plaintiff Shawn Sullivan is a former enggee of defendant Stanadyne Corporation and
he is a participant inertain pension plans administef®ddefendant Stanadyne Retirement
Benefits Committee. Plaintiff has initiatedghawsuit against defendants pursuant to the
Employee Retirement Income Security Act (‘ERISA”), 29 U.S.C. 88 HiGEkg. contending
that defendants (1) wrongfully excludedteén stock option payostand bonuses from his
pensionable earnings, and (2) dertid full, unreduced early retingent benefits to which he is
entitled.

Defendants have moved for summary judgnoenthe ground that plaintiff's claims are
barred by a release that plainsffined which generally purportéal discharge defendants from
liability for alleged violations oERISA. | conclude that this lease plainly prdades plaintiff's
claim concerning defendantskclusion of stock option gauts and bonuses from his
pensionable earnings, and | grantsoary judgment as to that claim. | also conclude that the
release bars plaintiff's claim concerning the déof full retirement benefits in light of the
manner that plaintiff has pleaded this claim. Blaintiff has indicated it the latter claim has
been pleaded incorrectly, and it appears thatreciy pleaded claim wdd not be barred by the

1

Dockets.Justia.com


https://dockets.justia.com/docket/connecticut/ctdce/3:2013cv01288/101958/
https://docs.justia.com/cases/federal/district-courts/connecticut/ctdce/3:2013cv01288/101958/36/
https://dockets.justia.com/

release. Accordingly, | will permit plaintiff to filan amended complaint within 30 days if there
is an appropriate factuahd legal basis to do so.
BACKGROUND

For approximately eleven years—from 19920®9—rplaintiff worked as an executive at
defendant Stanadyne Corporation (“Stanatlyrend Stanadyne compensated plaintiff
handsomely for his services. Plaintiff's $tag annual salary was $110,000, and it eventually
grew to about $178,000 by his final year of eoyphent. In addition this annual salary,
plaintiff received certain other compensatioming the course of his employment at Stanadyne.
As relevant in this litigation, in 2004 plaifftireceived a cash payoof certain previously-
earned stock options under [a] ManagemeatiSOption Plan.” Doc. #22-2, { 4. Then, in 2006,
plaintiff received a bonus from Stanadythat was known as the “PEPC Sales Bonlgs,™] 7.

By virtue of his employment at Stanadypé&intiff became a participant in certain
pension plans that are administered by n@émt Stanadyne Retirement Benefits Committee
(“the Committee”). First, he ia participant in Stanadyne’sxtqualified pension plan. Second,
he is a participant iBtanadyne’s Benefit Equalization Pland Supplemental Retirement Plan,
which are collectively known as the “SERPRIalrhe SERP Plan is “an unfunded, nonqualified
plan maintained by [Stanadyne] primarily foe purpose of providing deferred compensation
for a select group of management or highlgnpensated employeesthin the meaning of
Sections 201(2), 301(a)(3), and 40{{& of [ERISA].” Doc. #22-3 at 6.

During his employment, plaiiff periodically “received statements showing potential
pension calculations and SER&culations.” Doc. #22-2, 1 9. Tihecord contains only one of
these periodic estimated pension benefiestaints, dated March 31, 2007, and this statement
excludes both the stock option payout and PERIEs Bonus from plaintiff's SERP earnings.
SeeDoc. #18-3 at 27-30. Neverthelegigintiff states that the pactlar “items of compensation
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that were included” in pension and SERRcakdtions “changed over time in response to
complaints that employees were making,” and lieatexpected [that &) calculations [would]
continue evolving.” Doc. #22-2, T 9.

In November 2009, plaintiff's employment@tanadyne ended. At that time, plaintiff
was not yet 57 years old. As part of a seneeaagreement, plaintiff signed a “Confidential
Agreement and General Release” (hereafter Rbkease”) in which he agreed to release
defendants “from any and all claims, known am#nown, asserted or unasserted, which [he]
has or may have . . . includingyaviolation of . . . ERISA” anthumerous other federal and state
laws. Doc. #18-3 at 7-8. The Release did not, howéwepair any right to the claim for vested
pension benefits under Stanadyn@’s qualified pension planld. at 9.

In exchange for executing the Rele&&®nadyne agreed to pay plaintiff $33,000 in
transition pay and $99,000 in severance pay. Stanalyaegreed to pvide plaintiff with
medical and dental insurance for approximaselyen months, to provigeaintiff with a car
allowance for approximately seven months, anpeinit plaintiff to keep his work-issued cell
phone (among other benefits). Stanadyne allowaidiif 45 days to decide whether to sign the
Release, and it advised plainiififwriting to consult with antsorney of his choosing prior to
signing the Release. There is no indication whathantiff actually consulted with an attorney.
What is clear is that plaintiff did signdiRelease on December 28, 2009. Plaintiff was allowed
an additional seven-day period ohg which he could revoke the Rase. He did not do so; to
the contrary, he reaffirmed the agreement in writing on January 8, 2010.

In March 2010, plaintiff received a statemehestimated pensionable earnings—the first
such statement that he had received sincertiegdiis employment at Stanadyne approximately
four months earlier. Plaintiff beled that this was his “finalnal official statement.” Doc. #22-2,
1 9. This statement excluded btile stock option payoatind PEPC Sales Bonus from plaintiff's
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pensionable earnings for purposeshef SERP Plan. Within a feweeks, plaintiff wrote a letter
to Stanadyne expressing hismpn that the company had inappriately excluded these items
from his pensionable earnings.

In this same letter, plaintiff also stated imtention to “take ed retirement on my 62
birthday with no reduction in benefit.” Doc. #3&2at 35. This claim may seem odd in view that
plaintiff had already lefhis work at the company before had turned 57, yet there was a clear
economic reason for plaintiff to declare that haeuld take “early retirement” when he turned 62.
Under Stanadyne’s pension plan, 65 is genethlynormal retirement age, but employees who
have completed 10 years of service with Séigna may retire and collect a slightly reduced
pension as early as age 57, and they ardezhto an unreduced pension at age&&eDoc.

#22-3 at 31. For plaintiff, the iended benefit of announcing thme was “retiring” at age 62
rather than age 65 was to be gt at an earlier age to payment of full benefits rather than
reduced benefits.

In May 2010, the Committee responded torlis letter. In a letter written by the
Committee’s treasurer, the Committee rejected plaintiff's argumentdiagahe stock option
payout and PEPC Sales Bonus. According tatsmittee, neither item fell within the SERP
Plan’s definition of pensionable earnings.

In addition, the Committee rejected plaintiffequest for payment of an unreduced early
retirement benefit commencing at age 62. Then@dtee interpreted certain provisions of the
pension plan to mean that a werKlike plaintiff) whose employnm is terminated prior to the
early retirement age of 57 is dféd to only a reduced benefitage 62. Under this interpretation
of the plan, workers who leave their employmiesfiore age 57 must waintil the age of 65 if
they wish to collectinreduced benefits.

Plaintiff asked the Committee to reconsidsrdecision, but the Committee again rejected
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plaintiff's arguments and reaffired its position that (1) theastk option payout and PEPC Sales
Bonus are not pensionable earnings, and (2) tffamentitled to redued—not full—benefits in
the event that he retires before age 65.

Thereafterplaintiff initiated this lawsuit against defdants. Counts | and 1l of his
complaint challenge both of the Committegé&terminations pursuant to 29 U.S.C. §
1332(a)(1)(B)* and Count IIl of the conaint seeks attorneys’ fe@sirsuant to 29 U.S.C. §
1132(g)(1)’ Defendants have moved for summary juegion the ground that the Release bars
plaintiff's claims in this case.

DISCUSSION

The principles governing a motion for su iy judgment are well established. Summary
judgment may be granted only “if the movant shdtat there is no genuine dispute as to any
material fact and the movant is entitledudgment as a matter of law.” Fed. R. Civ. P. 56(a);
see also Tolan v. Cottph34 S. Ct. 1861, 1866 (2014 curianm). “A genuine dispute of
material fact ‘exists for sumany judgment purposes where #hadence, viewed in the light
most favorable to the nonmoving party, is such éhegasonable jury coultecide in that party’s
favor.” Zann Kwan v. Andalex Grp. LLZ37 F.3d 834, 843 (2d Cir. 2013) (quoti@gilbert v.
Gardner, 480 F.3d 140, 145 (2d Cir. 2007)). The eviceadduced at the summary judgment
stage must be viewed in the light mostdieable to the non-morg party and with all
ambiguities and reasonable inferences drawn against the movingSestye.g.Tolan 134 S.

Ct. at 1866Caronia v. Philip Morris USA, In¢.715 F.3d 417, 427 (2d Cir. 2013). All in all, “a

‘judge’s function’ at summary judgment is nab Wweigh the evidence and determine the truth of

129 U.S.C. § 1332(a)(1)(B) provides in relevant part that “[a] civil action may be brought . . . by a
participant or beneficiary . . . to recover benefits due to him under the terms of his glaforte his rights under
the terms of the plan, or to clarify his rights to future benefits under the terms of the plan.”

229 U.S.C. § 1332(g)(1) provides that “the couiitsrdiscretion may allow” the award of reasonable
attorneys’ fees and costs to either party “[ijn any actinder this subchapter,” whiencompasses 29 U.S.C. 8§
1001 to 1191.
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the matter but to determine whether there is a genuine issue for fraari 134 S. Ct. at 1866
(quotingAnderson v. Liberty Lobby, In&77 U.S. 242, 249 (1986)).

The issue before me is whether the Rel#aaseplaintiff signed bi@ as a matter of law
his claims that defendants (1) wrongfullycexded the stock option payout and PEPC Sales
Bonus from his SERP earnings, and (2) wrongfdéyied him full, unreduced early retirement
benefits. It is well established that “‘an individigan waive his or herght to participate in a
pension plan governed by ERISAFtommert v. Conkright535 F.3d 111, 121 (2d Cir. 2008)
(quotingFinz v. Schlesinge®57 F.2d 78, 82 (2d Cir. 1992)&v’d on other grounds59 U.S.
506 (2010)see alsd-ockheed Corp v. Spink17 U.S. 882, 894-95 (1996) (finding that the
conditions of “increased benisfin exchange for” an employee’s voluntary waiver of
“‘employment-related claims” is nptohibited by ERISA). But such waiver must be “knowing
and voluntary” in view of the “theotality of the circumstancesSharkey v. Ultramar Energy
Ltd., Lasmo plc, Lasmo (AUL Ltd30 F.3d 226, 231 (2d Cir. 1995) (internal quotation marks
omitted). And courts are required to subjet¢ases purporting to waive rights under ERISA to
“closer scrutiny than a waiver general contract claimslbid.

The Second Circuit has identified six factogevant to the determination of whether
such a waiver is knowing and voluntary:

1) the plaintiff's education and bussg experience, 2) the amount of time the

plaintiff had possession of or access todgeeement before signing it, 3) the role

of plaintiff in deciding the terms of the mgment, 4) the clarity of the agreement,

5) whether the plaintiff was representeddryconsulted with an attorney, [as well

as whether an employer encouraged ¢ngployee to consult an attorney and

whether the employee had a fair oppoity to do so] and 6) whether the

consideration given in exahge for the waiver exceeds employee benefits to
which the employee was alreadytided by contract or law.

Finz, 957 F.2d at 82 (alteration in original) (quotiBgrmann v. AT & T Communications, Inc.
875 F.2d 399, 403 (2d Cir. 1989)). This list is ‘trexhaustive™; a courmust consider all

relevant circumstanceBrommert 535 F.3d at 121 (quotirfginz, 957 F.2d at 82).
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Considering all relevant circumstances iis ttase, | easily conatle that plaintiff's
waiver of his right to bring claims agairdgfendants for allegedalations of ERISA was
knowing and voluntary (and g@ihtiff's counsel conceded as muahoral argument). Plaintiff is
well educated, possessing both a bachelor’se#eigrmechanical engineering and a master’s
degree in business administration, and he hasgxebusiness experience as a fairly high-level
corporate executive. “Given [plaintiff]'s edation level and considerable professional
achievements, [I] cannot say that he lackedstghistication to understamehat he was reading
and giving up in exchange for his severance pack&ge"Hakim v. Accenture U.S. Pension
Plan, 718 F.3d 675, 684 (7th Cir. 2013). Moreoveaiptiff had ample time—45 days to decide
whether to sign the Release, and anothelyg daring which the Reése could be revoked—to
consider whether he wished to waive his rights under ER8A.Frommert35 F.3d at 122
(noting that 45 days is an “ample” amountiofe “to decide whether to sign [a] release”
waiving ERISA rights). While the record is ded®f information indcating whether plaintiff
actually consulted with an attorney or attempted to negotiate the terms of the Release, there is no
dispute that Stanadyne encourag&ntiff to seek counsel andahplaintiff had plenty of time
to do so. The Release is a readuy clear 8-page document thkgtscribes in plain language the
benefits that plaintiff would kive as well as the various cta that plaintiff would waive.
Finally, plaintiff received substantial consid@on in exchange for signing the Release,
including over $130,000 in additioneompensation and several miosiof health and dental
insurance. “[T]here is no ewdce that a rational person coulat have deemed the amount of
that payment [as well as other benefits recdiagl@quate compensation for the rights [plaintiff]
was giving up.”"See Hakim718 F.3d at 684. In sum, there is no genuine issue of fact that
plaintiff's signing of the Redase was knowing and voluntary.

Having determined that plaintiff's signimg the Release was knavg and voluntary, the
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only question is the scope of the Release-etivr the language of the Release bars the
particular claims asserted in this case. Releas@ang federal statutorgights are contracts, and
they are interpreted according to “commonssecannons of contract interpretatid@rart v.
Gillette Co. Long-Ternisability Plan 70 F.3d 173, 178 (1st Cit995) (internal quotation
marks omitted). Most fundamentally, a court must “giv[e] terms [in a contract] their plain
meanings.'Fay v. Oxford Health Plar287 F.3d 96, 104 (2d Cir. 2002) (applying federal
common law contract interpretation principles to interpret ERISA plan).
In his signed Release withfdadants, plaintiff agreed to:
knowingly and voluntarily release[ | and foe¥ discharge[ | Stanadyne, its parent
corporation, affiliates, subsidiaries, divisions, predecessors, insurers, successors
and assigns, and their current and foremaployees, attorneys, officers, directors
and agents thereof, both individuallpcain their business capacities, and their
employee benefit plans and programs dneir administrators and fiduciaries
(collectively referred to throughout @hremainder of this Agreement as
“‘Releasees”), of and from any and ekims, known and unknown, asserted or
unasserted, which [I] ha[ve] or may hamgainst Releasees as of the date of
execution of this Confidential AgreememtdaGeneral Release, including . . . any

alleged violation of . . . The Employ&etirement Income Security Act of 1974
(“ERISA”) (except for any vested benefiteder any tax qualiéid benefit plan).

Doc. #18-3 at 7-8. By way of exception, the Redemgoressly provides that “[n]othing [in the
document] will impair any rightio the claim for vested pension benefits under Stanadyne’s tax
gualified pension planlfd. at 9. In light of the foregoing langge, | conclude that the Release
precludes plaintiff from pursuingny claims: (1) that are assertgghinst Stanadyne and/or its
affiliated employee benefit plans; (2) that allege a violation of ERISA, subject to exception for
plaintiff's right to vested beni$ under a tax qualified benefitgni; and (3) that plaintiff had or
may have had (*known and unknown, asserteghaisserted”) as of December 28, 2009, the date
that plaintiff signed the Release.

Plaintiff's claim regardinglefendants’ failure to include the stock option payout and

PEPC Sales Bonus in his pensibleaearnings falls squarely withthe bounds of this provision
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of the Release, and plaintiff has therefore wditis right to pursue the claim. There is no
dispute that the claim has beasserted against Stanadyne and its Retirement Benefits
Committee. Moreover, the claim arises under ERIBA;it is not an exg#ed claim for vested
benefits under a tax glifeed benefit plan.

Plaintiff states that, when Isgned the Release, he believkdt the language permitting
“claim[s] for vested pension benefits und&anadyne’s tax qualified pension plan™ would
encompass “any claims relating to the valuengfPension and SERP.” Doc. #22-2, { 2. Even if
this was plaintiff's honest understanding, his paed belief cannot be squared with the plain
language of the Release and tia¢ure of the SERP Plan.aiitiff cannot rely on his own
subjective belief to impute ambiguity into the aawt, because “[w]hether contract language is
ambiguous is a question of law that is resdlby reference to the contract alorfege Fay287
F.3d at 104. The Release unambiguously permitSERIaims only when those claims involve
the right to vested benefits under a tax qualifiethpand it is undisputed that the SERP Plan is
not a tax qualified plan.

Nor is there any doubt that phaiff was aware (or should habeen aware) of this claim
as of December 28, 2009. By that date, plaintiff received statements his estimated SERP
earnings tha¢xcludedhe stock option payout drithe PEPC Sales Bon&eeDoc. #18-3 at 27—
30. In fact, there are no documents in the reauditating that defendasmiever included those
items in its statements of plaintiff's SERRIculations. Even accepting as true plaintiff's
statement that the particulatéms of compensation that weneluded” in SERP calculations
“changed over time in response to complaihtt employees weraaking” and that he
“expected [that the] calculatiofwould] continue evolving,” Doc. #22-2, 1 9, it cannot be said
that plaintiff was unaware of the isshe now raises ithis litigation.

As plaintiff himself admits, he knew full wethat the issue of whie¢r these items would
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be included in SERP calculations remaine@pen question that was subject to continuing
dispute. On the day he signed the Releasentgfasould have broughan action pursuant to
ERISA to clarify whether the stock option payamnd the PEPC Sales Bonus were pensionable
earnings under the SERP Pl&2e29 U.S.C. § 1332(a)(1)(B) (praling that “[a] civil action
may be brought . . . by a particiganr beneficiary . . . to clarifiais rights to future benefits
under the terms of the plan”). Instead of bnmggsuch a claim or seiek) a carve-out in the
Release that would enable him to assert suckaim in the future, plaintiff knowingly and
voluntarily signed a release for valuable consitlenavaiving all ERISA claims that he had or
might have had.

After all, “[i]t is obvious that a release m®t a device to exemfriom liability but is a
means of compromising a claimed liability adhat extent recogning its possibility."Callen
v. Pennsylvania R. Ca332 U.S. 625, 631 (1948) (Jacksan, And “[i]t is well established a
general release is valab to all claims of which a signingmpahas actual knowledge or that he
could have discovered upon reasonable inquirgif v. Int’l Flavors & Fragrances, InG.905
F.2d 1114, 1116 (7th Cir. 1990) (internal quotatimerks omitted) (ERISA claim barred where
“the record suggests that [pi&iff] may have had actual knowledge of [defendant’s] refusal to
categorize the $85,000 as wages (for pensiopgsas), and, in any event, certainly had
sufficient constructive knowtige to support the releasedacovenant not to sue’$ee also
Linder v. BYK-Chemie USA, In2006 WL 648206, at *8—10 (D. Conn. 2006) (ERISA claim
barred where plaintiff signed genakrelease waiving all claimegising from an employment
relationship and was “aware that the issue [oétivlr stock options weiecluded as part of
pensionable income] was unresalVevhen he signed the releagsAccordingly, | will grant
defendants’ motion for sumary judgment as to Count | of the complaint.

For similar reasons, plaintiff’'s claim to receqd full retirement benefits beginning when
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he turns 62 years old (rather than when hest@Byears old) is barred by the terms of the
Release, at least so far as the complaint pleadshis benefit arises under the SERP Plan and
not as part of a vested pension benefit uiglanadyne’s tax qualifigoension plan (which

benefits are expressly exempted from the sobplee Release). In his complaint, plaintiff
indicates that this claim involgea “breach of the terms of [the SERP] Plan.” Doc. #1-1, { 1. But
plaintiff states in his affidavit @t “[t]he issue of when | can tale@ unreduced retirement is . . .

a question of the pension plan, not the SERP¢.222-2, 110. And at orargument, plaintiff's
counsel explained that the claim is simply rfeged as an issue thatses under the SERP

Plan, when the claim properly arisasder the tax qualified pension plan.

Accordingly, I will grant defendants’ matn for summary judgment on Count Il to the
extent that the claim arises undiee SERP Plan. But it would nloé appropriate in this context
to simply close the case without permitting pleéiran opportunity to re-plead a claim that has
apparently been inaccurately alleged. It is well established that a “court should freely give leave
[to amend the pleadings] when justice so respuf Fed. R. Civ. P. 15(a)(2). This summary
judgment motion arises in an unusual procabdoontext. Summary judgment motions are
ordinarily filed at the close of discovergrig after a plaintiff has had ample opportunity to
amend his complaint. Not so here. In this c#fse parties (with the Cotis permission) deferred
a Rule 26(f) conference and the commencemefdrofal discovery so that the Court could
decide the threshold issue whet the Release bars plaintiftlaims. As noted above, the
Release in this case unambiguowdhes not “impair any right tilve claim for vested pension
benefits under Stanadyne’s tax quatifpension plan.” Doc. #18-3 at 9.

If the claim regarding a right to unreducedgaetirement benefitarises under the tax
gualified pension plan (as plaifithow says), then there would no¢ any tenable argument that
the Release barred the claim. Of coursepkess no opinion about wther plaintiff could

11



ultimately prevail on a re-pleaded claim concerrhiggentitlement to full retirement benefits at
the age of 62, and defendants will be free to raise additional defenses.
CONCLUSION

For the reasons set forth above, defendants’ motion for summary judgment is GRANTED
to the extent that it targets clairtigt arise under the SERP Pfdhthere is a factual and legal
basis to conclude that the retirement benatiissue in Count Il are vested pension benefits
under Stanadyne’s tax qualified pension plan taedefore outside the gpe of the Release),
then plaintiff may file an amended complaint witl30 days with respect to this claim. If an
amended complaint is not filed by July 13, 2015, ttiencase will be dismissed with prejudice.

It is soordered.

Dated at Bridgeport this 12th day of June 2015.

Kl Jeffrey Alker Meyer

Hfrey Alker Meyer
UnitedState<District Judge

3 Count IIl of the complaint seeks award of statutory attorneys’ feddecause attorneys’ fees are not
available to plaintiff's counsel in light of the grant ofismary judgment against plaintiff on Counts | and Il, | also
grant summary judgment on this claifaintiff may seek an award of staint attorneys’ fees by means of any
amended complaint.
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