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SEVERAnCE

Court Applies Mandatory Arbitration Provision  
to Plaintiffs’ Claims

T he U.S. Court of Appeals for the Fifth Cir-
cuit finds the plaintiffs’ claims for sever-
ance benefits are subject to mandatory ar-

bitration as specified in the plan documents.
The plaintiffs were employed by the defen-

dant company, and the defendant issued annual 
compensation plans (Plan A and Plan B). Plan A 
provided information concerning compensation, 
benefits, service and merits awards, and financial 
programs for the defendant’s branch managers 
and financial advisors. Plan A also contained ar-
bitration and class waiver provisions. These provi-
sions were contained in an independent section of 
Plan A entitled “Arbitration.” The plaintiffs signed 
a letter of understanding acknowledging receipt 
of Plan A and agreeing to be bound by the terms 
therein.

The defendant also issued Plan B, a severance 
benefit plan, which was one of the benefit plans 
described in Plan A’s summary sections. Plan B 
sought to “retain and motivate” certain employees 
by “providing enhanced financial awards.” Plan 
B also contained an arbitration provision but did 
not include a class waiver. Plan B provided that 
its employer contributions began vesting six years 
after contribution, and unvested contributions 
would be forfeited upon separation unless there 
was a “qualifying separation,” which required ex-
ecution of a separation agreement.

The plaintiffs separated from the defendant 
and refused to sign separation agreements. The 
defendant determined that the unvested portion 
of the plaintiffs’ Plan B contributions was forfeit-
ed. The plaintiffs initiated this class action against 
the defendant asserting that plan B was governed 
by the Employee Retirement Security Income Act 
(ERISA) and violated ERISA’s vesting and forfei-
ture provisions. The plaintiffs requested “all ap-
propriate relief ” under ERISA Section 502(a)(3), 
including an injunction.

The defendant moved to compel arbitration. 
The district court affirmed the magistrate judge’s 

finding that Plan B did not require arbitration of 
the plaintiffs’ claim because the arbitration pro-
vision did not extend to the arbitration of class 
claims. The district court also granted the plain-
tiffs’ motion for class certification. The defendants 
filed this appeal seeking an order to compel arbi-
tration.

The court recognizes that the Federal Arbitra-
tion Act (FAA) reflects a “liberal policy favoring 
arbitration” and “reflects the overarching prin-
ciple that arbitration is a matter of contract,” and 
courts will “rigorously enforce arbitration agree-
ments according to their terms.” Based on this 
interpretation of the FAA, the court notes that it 
will assess whether parties agreed to arbitrate a 
claim by determining (1) whether there is a valid 
agreement to arbitrate between the parties and (2) 
whether the dispute in question falls within the 
scope of the arbitration agreement.

The court first considers whether Plan A’s ar-
bitration clause is a valid and enforceable agree-
ment to arbitrate. The plaintiffs contend that Plan 
A’s arbitration clause does not apply to their claim 
for relief under Plan B because Plan A is merely 
a “summary brochure” that serves to summarize 
certain benefits, such as Plan B. The court, how-
ever, finds that Plan A’s arbitration provision is not 
a “summary” of any benefit plan but rather “is an 
independent and enforceable provision.”

Alternatively, the plaintiffs argue that the par-
ties’ agreements in Plan A cannot be enforced 
because Plan A conflicts with or improperly 
seeks to modify Plan B in violation of ERISA. 
The court dismisses two alleged conflicts cited 
by the plaintiffs as differences in terms that do 
not render the plans void. The court notes that 
the plans “can coexist by providing for arbitra-
tion based on different scenarios.” One alleged 
conflict cited by the plaintiffs, however, is that 
Plan A expressly waives class actions, while 
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Plan B does not. The defendant argues that the 
plaintiffs must arbitrate individually, rather than 
proceed as a class. The plaintiffs argue that the 
class waiver requires them to proceed as a class 
in federal court. The court decides that this is 
a question to be resolved by the Financial In-
dustry Regulatory Authority (FINRA), as both 
plans provide that arbitration should proceed 
under FINRA rules.

The court then considers the second prong 
of the mandatory arbitration provision which 
is whether Plan A’s arbitration clause covers the 
plaintiffs’ claim. The court notes that the parties 

do not dispute that the plaintiffs’ compensation 
claim falls squarely within the scope of the arbitra-
tion clause. However, the plaintiffs argue that their 
claim in not arguable because they seek injunctive 
relief, and Plan A’s arbitration clause applies to “all 
disputes” except “claims for injunctive relief.” Ulti-
mately, the court concludes that the plaintiffs have 
failed to identify any prospective relief they seek 
through an injunction and, therefore, their claim 
is a claim for monetary relief.

The court reverses the judgment of the district 
court and enters an order compelling arbitration. 
The court leaves open the question of the scope of 
the arbitration for the arbitration panel.   

Hendricks v. UBS Financial Services, Inc., No. 13-
4069213-40693 (5th Cir. Nov. 11, 2013).
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only parties with standing to sue an ERISA plan 
under Section 502 are participants, beneficiaries 
and the secretary of labor. The court notes that the 
plaintiffs, as health care providers, fall outside of 
this group. While the court recognizes that health 
care providers may obtain derivative standing by 
securing an assignment of rights from a party with 
standing, it notes that assignment agreements 
are generally interpreted narrowly. Upon review 
of the assignment agreements presented by the 
plaintiffs, the court finds that the agreements as-
sign only the right to receive benefits and not the 
right to assert claims for breach of fiduciary duty 
or civil penalties. Thus, the court concludes that 

the plaintiffs’ claim for breach of fiduciary duty 
fails for lack of standing.

Finally, the court considers the plaintiffs’ claim 
that they are entitled to relief under the theory of 
equitable estoppel. The court notes that equitable 
estoppel is available if a claimant can demonstrate 
an ambiguity in the plan that is then informally 
interpreted by the plan administrator. The court 
dismisses this claim based on its conclusion that 
the terms medically necessary and covered service 
are supported by extensive definitions that are 
not ambiguous. The court dismisses the plaintiffs’ 
claims for equitable estoppel and affirms the judg-
ment of the district court in favor of the defen-
dants.   

Sanctuary Surgical Centre, Inc. v. Aetna Inc., No. 13-
1063513-1063613-10667 (11th Cir. Nov. 5, 2013). 
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