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DISABILITY BENEFITS

Short-Term Disability Plan Was a Payroll Practice 
Not Subject to ERISA

T he U.S. District Court for the Eastern Dis-
trict of Michigan holds that the plaintiff 
employee could not file suit under the Em-

ployee Retirement Income Security Act (ERISA) 
against the defendant insurance provider because 
her employer’s short-term disability (STD) plan 
was a payroll practice, not an ERISA plan. 

The plaintiff was employed by a multinational 
corporation and applied for STD benefits offered 
through the employer’s disability plan, which was 
administered by the defendant insurance compa-
ny. The defendant granted the plaintiff ’s request 
for STD benefits in March 2011 and twice ex-
tended her eligibility. In April 2011, the defendant 
was notified that her claim for benefits would be 
withdrawn effective April 18 and she was entitled 
to appeal.

The plaintiff asserted that the defendant had 
previously told her that if her short-term disabil-
ity extended through May 16, 2011, long-term 
disability (LTD) benefits would be automatically 
initiated under the employer’s LTD plan. 

After exhausting the claims-and-appeals pro-
cedure, the plaintiff filed a motion to reverse the 
defendant’s decision and recover LTD benefits by 
claiming that the defendant’s termination of her 
disability benefits was an abuse of discretion. In 
response, the defendant filed a motion to uphold 

its administrative decision, arguing that the plain-
tiff never filed a claim for LTD benefits, therefore, 
the defendant never made any determination re-
garding her eligibility under the plan. At a later 
motion hearing, the plaintiff informed the court 
that she had mistakenly filed suit for LTD benefits 
and wanted to revise her request to seek entitle-
ment to STD benefits under ERISA Section 502(a)
(1)(B). The defendant countered that the STD 
plan was a payroll practice plan not governed 
under ERISA, and thus, the court lacked subject 
matter jurisdiction. 

The court explains that under Department 
of Labor regulation 29 CFR §2510.3-1(b)(2), an 
ERISA “employee welfare benefit plan” excludes 
payment of an employee’s normal compensation 
paid out of the employer’s general assets during 
a period in which the employee is physically or 
mentally unable to perform his or her duties or is 
otherwise absent for medical reasons. Employees 
who received a benefit under the STD plan were 
paid their full salary for up to 26 weeks out of the 
employer’s general assets during their leave of ab-
sence for medical reasons. Thus, the court agrees 
that the STD plan was not an ERISA plan but a 
payroll practice plan. Therefore, the court does 
not believe this to be a justifiable reason to allow 
the plaintiff to amend the complaint. 

The plaintiff also attempts to argue that an ap-
plication for LTD benefits would have been futile 
and the court should excuse her failure to exhaust 
the administrative review process prior to bring-
ing the instant action. The court denies the plain-
tiff ’s request because the plaintiff did not raise this 
new argument until her post-hearing brief. 

Accordingly, the court denies the plaintiff ’s 
motion to amend her complaint and reverse the 
administrator’s decision but grants the defendant’s 
motion to uphold its administrative decision. 

Schra v. Metropolitan Life Insurance Company, No. 
13-13650 (E.D.Mich. February 26, 2015).
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drawal liability would not advance the purpose of 
ERISA. 

Accordingly, the court grants the plaintiff ’s 
motion to dismiss the defendant’s counterclaim. 

United Food and Commercial Workers Union-Employer 
Pension Fund et al. v. Rubber Associates, Inc., No. 
5:14-cv-183 (N.D.Ohio February 24, 2015).


