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DISABILITY BEnEFITS

 
Court Overturns Denial of Disability Benefits 

T he U.S. Court of Appeals for the Sixth Cir-
cuit holds that the plaintiff ’s claim for dis-
ability benefits should not have been de-

nied because her termination of employment was 
caused by the disability before she could file her 
claim. 

The plaintiff was the former employee of an au-
tomobile manufacturing company that sponsored 
a long-term disability plan. The defendant was a 
life and health insurance company that served as 
the plan’s claims processor. 

On October 25, 2010, the plaintiff suffered “a 
debilitating emotional breakdown” and failed to 
report for work for five days. She was terminated 
by the company effective as of October 25, 2010. 
After the plaintiff ’s breakdown, her parents lost 
contact with her and, when they checked on her 
a few weeks later, found her in severe emotional 
distress. The plaintiff did not seek medical help 
until November 24, 2010. The doctor who exam-
ined the plaintiff completed a disability certificate 
on the plaintiff ’s behalf certifying that she was dis-
abled since October 25, 2010. 

The plaintiff ’s father notified the defendant and 
filed a disability claim on her behalf. The claim 
was denied because the plaintiff had been termi-
nated from the company as of October 25, 2010 
and therefore lost eligibility for disability benefits 
on that date because she was no longer an active 
employee, in accordance with plan terms. The de-
fendant also stated that the plaintiff ’s treatment 
was untimely as far as the long-term benefits de-
termination was concerned. 

The plaintiff followed the claims-and-appeals 
procedure without obtaining the desired re-
sult and filed suit in district court. The plaintiff 
claimed she suffered from diabetes, major depres-
sion and gender identity disorder. These medical 
conditions were confirmed by her treating physi-
cian. The district court concluded that it was a rea-
sonable interpretation of the plan to require that 
the claimant be an employee of the company at the 

time of filing a disability claim and granted sum-
mary judgment to the defendant. 

On appeal, the circuit court reviews the case 
using the arbitrary-and-capricious standard of 
review since the defendant had discretionary au-
thority to grant or deny benefits under the plan. 
The court notes that the plaintiff was a covered 
employee as defined by the plan at the onset of her 
disability. While she did not comply with the no-
tification deadline outlined in the plan, the plain-
tiff ’s severe mental illness prevented her from 
complying and was the very disability for which 
she sought coverage. 

The court also finds that the company’s retro-
active termination of the plaintiff, which thereby 
deprived her of disability benefits, was inconsis-
tent with the spirit of employer-provided health 
care benefits generally and with the plan specifi-
cally.

The court points out that coverage under the 
plan ended on the employee’s date of termina-
tion, “unless the participant is disabled on that 
date.” The court opines that an insurance policy 
can hardly be said to provide employee disability 
insurance if the employer discharges the employee 
because of the disability before she had the chance 
to apply for the benefits. The court also deter-
mines that the denial runs contrary to the spirit 
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garding his pension or accrual of benefit service. 
Even if there was a misrepresentation in the 
settlement agreement, the court agrees that the 
defendants were correct that the plaintiff did not 
rely on it to his detriment. 

The court rules that the defendants adequately 
showed that the committee’s interpretation of the 
plan was not arbitrary and capricious. Therefore, 
the court grants the defendants’ motion for judg-
ment and denies the plaintiff ’s motion for judg-
ment.  

Vendura v. Northrop Grumman Corp. et al., No. 14-
10943-WGY (D.Mass. October 16, 2015).

The court determines that the defendants 
cannot bring an equitable estoppel counterclaim 
because it would result in payment of benefits in-
consistent with the plan. The equitable estoppel 
claims also must be dismissed for failure to es-
tablish a triable issue on the traditional elements 
for relief on the basis of equitable estoppel, which 
include (1) the party to be estopped knew the true 
facts, (2) the party to be estopped intended for his 
or her conduct to be acted upon or acted in such 

a way that the other party had a right to believe it 
was intended, (3) the party claiming estoppel was 
ignorant of the true facts and (4) the misconduct 
was relied upon to the detriment of the parties. 
The defendants failed to convince the court that 
the plaintiffs “knew the true facts” at the time they 
calculated the incorrect lump-sum amounts.  

Accordingly, the court grants the plaintiffs’ judg-
ment on their equitable restitution claim and denies 
the defendants’ motions for summary judgment.  

Retirement Committee of DAK Americas LLC et al. v. 
Smith et al., No. 7:14-CV-36-FL (E.D.N.C. September 
29, 2015).

Court orders Repayment
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of the Employee Retirement Security Income Act 
(ERISA), which is designed to protect employee 
benefits. For these reasons, the court finds that 
the defendant’s denial of benefits based upon the 

plaintiff ’s retroactive termination was arbitrary 
and capricious. 

Accordingly, district court judgment is re-
versed and remanded for further proceedings 
consistent with the court’s opinion.  

Waskiewicz v. UniCare Life and Health Insurance 
Company, No. 14-1479 (6th Cir. October 2, 2015). 
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