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Other Recent Decisions

SEVERANCE

Gomez v. Ericsson, Incorporated

The U.S. Court of Appeals for the Fifth Circuit 
affirms a district court ruling that the defendant 
employer had the discretion to determine the 
plaintiff former employee’s eligibility for sever-
ance benefits and that the company’s severance 
plans were governed by the Employee Retirement 
Income Security Act (ERISA). The plaintiff was an 
employee of the defendant telecommunications 
company for three years. The plaintiff was laid 
off and presented with a severance agreement in 
exchange for waiving certain claims against the 
company and the return of all company property 
in his possession. The company provided four to 
eight weeks of severance benefits under its stan-
dard plan. Employees who were eligible for the 
company’s enhanced severance plan received an 
additional 39 weeks of pay. The plaintiff returned 
the company-issued laptop but wiped the hard 
drive clean of all files, some of which contained 
the only copy of raw data supporting the plaintiff ’s 
final deliverables. As a result, the company denied 
the plaintiff any severance benefits under the 
company’s severance plans. After exhausting the 
claims-and-appeals procedures, the plaintiff filed 
suit against the defendant in federal district court. 
The district court granted summary judgment in 
favor of the defendant, ruling that the defendant 
had not abused its discretion in denying sever-
ance pay. The plaintiff appealed and argued that 
the severance agreement fell outside the scope of 
ERISA. The court notes that the distinction as to 
whether a severance arrangement is an ERISA 
plan was decided by the U.S. Supreme Court in 
Fort Halifax Packing Co. v. Coyne. The Supreme 
Court determined that an “ongoing administra-
tive program” was the key determinant of whether 
a severance plan was governed by ERISA, as op-
posed to a single triggering event. The court notes 
that the defendant’s plans required the determina-

tion of eligibility, calculation of benefits and off-
sets, COBRA insurance coverage and other ad-
ministrative duties that clearly classified the plans 
as ERISA plans. The court also notes that the de-
fendant’s plans were ongoing on a large scale. The 
court also agrees with the district court that the 
defendant had the discretion to determine that the 
plaintiff ’s failure to return company property was 
sufficient reason to deny the plaintiff ’s claims for 
severance benefits. For those reasons, the court 
affirms the district court judgment. No. 15-41479 
(5th Cir. July 8, 2016).

WITHDRAWAL LIABILITY

Board of Trustees of the Automobile Me-
chanics’ Local No. 701 Union and Industry 
Pension Fund v. Full Circle Group, Inc., et al. 
The U.S. Court of Appeals for the Seventh Circuit 
overturns a lower court decision absolving the 
defendant barge services company of withdrawal 
liability incurred by its predecessor company. The 
plaintiff was the board of trustees for a multiem-
ployer defined benefit pension plan sponsored by 
a mechanics’ union. The defendant was a barge 
services company that acquired the assets of a 
shipyard services company. The shipyard company 
had a collective bargaining agreement (CBA) with 
the union that required it to make contributions 
to the union’s pension fund to finance retirement 
benefits for the company’s employees. In 2007, the 
shipyard company president’s son formed the de-
fendant company, which bought some of the ship-
yard company’s assets. The shipyard company be-
came insolvent shortly thereafter. The defendant 
tried to negotiate its own CBA with the union, 
but the employees voted to decertify the union in 
2009. The plaintiff then assessed withdrawal liabil-
ity against the defendant under the Multiemployer 
Pension Plan Amendments Act (MPPAA), as the 
shipyard company’s successor, and filed suit in 
federal district court. The district court declared 
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that the general common law rule of successor liability pro-
vides that where one company sells its assets to another 
company, the latter is not liable for the debts and liabilities 
of the seller. The court noted that the district court found 
insufficient evidence that the defendant knew of his possible 
liability for the predecessor company and entered summary 
judgment in favor of the defendant. However, at the time of 
the district court’s decision, the Seventh Circuit had not yet 
ruled in Tsareff v. ManWeb Services, Inc., in which the court 
held that substantial continuity in the operation of a busi-
ness before and after the sale of assets is a requirement for 
successor liability. The court determined there was no rea-
son for the defendant to obtain a windfall by acquiring assets 
free of liabilities, leaving its predecessor with liabilities but 
no assets. The court decides there was enough evidence of 
the continuity of business and the defendant’s knowledge of 
the predecessor’s pension fund liability to preclude summary 
judgment on the grounds that the defendant lacked notice of 
possible successor liability. The court reverses and remands 
the case to the district court. No. 15-2497 (7th Cir. June 24, 
2016).

BENEFIT DENIALS

Stephanie C. v. Blue Cross Blue Shield  
of Massachusetts HMO Blue, Inc.
The U.S. District Court for the District of Massachusetts 
again denies the plaintiff medical plan participant’s claims 
for benefits for her son’s mental health treatment by the de-
fendant claims administrator. The plaintiff ’s minor son was 
a beneficiary member of a medical plan. The plan’s claims 
administrator was the defendant. The case is on remand 
from the U.S. Court of Appeals for the First Circuit, which 
instructed the court to review the plaintiff ’s claims, applying 
the de novo standard of review. In the original case, the court 
concluded that the defendant had the discretionary author-
ity to determine eligibility for benefits under the plan and 
that the defendant did not abuse its discretion in denying 
the plaintiff ’s claims. On appeal, the First Circuit found that 
the certificate of coverage stated that the defendant “decides 
which health care services . . . are medically necessary and 
appropriate for coverage.” The First Circuit opined that the 
certificate did not unambiguously indicate that the defen-
dant had the discretion to construe the terms of the plan and 
determine whether benefits were due in particular instanc-
es. Accordingly, the First Circuit Court remanded the case 
to the district court. The certificate’s terms expressly stated 

that benefits would not be provided for services that were 
performed in an educational, vocational or recreational set-
ting even if they included therapeutic or clinical services as 
part of the activities. The plaintiff conceded that her son was 
admitted to the program as a student and that he received 
schooling during his treatment at the center where mental 
health services were provided to him in an educational set-
ting. The plaintiff argued, however, that the defendant could 
not rely on the educational limitation because such limitation 
was not mentioned during the appeal process. In reviewing 
the record de novo, the court finds that the plaintiff did not 
meet her burden to demonstrate that the defendant failed to 
articulate the educational limitation to her or that her son’s 
treatment was medically necessary, as defined in the plan. 
Therefore, the court denies the plaintiff ’s motion for sum-
mary judgment and grants the defendant’s motion for sum-
mary judgment. No. 13-13250-DJC (D.Mass. June 30, 2016).

SEVERANCE

Luther v. Navistar International Corporation et al.
The U.S. District Court for the Northern District of Illinois 
defers ruling on the plaintiff former executive’s claim that he 
was eligible for additional severance benefits from the de-
fendant truck manufacturing company because of an alleged 
change in control of the company. The plaintiff was a former 
executive for a manufacturer of commercial trucks. The de-
fendants included the company and the supplemental execu-
tive retirement plan (SERP) under which certain employees 
were eligible for additional retirement benefits. The plaintiff 
was terminated from employment in June 2014. At that time, 
he received a severance package under the company’s execu-
tive severance agreement, which included a general release 
waiving, with limited exceptions, any and all claims against 
his former employer. Among the exceptions was a clause 
providing additional benefits if an executive’s termination 
was due to a change in control of the company. When he was 
terminated, the plaintiff was not eligible for benefits under 
the SERP, which required participants to be at least aged 55 
with five years of service. Although the plaintiff attempted 
to negotiate with the company for benefits under the SERP, 
the company refused. Eventually, the plaintiff signed the 
executive severance agreement and received his severance 
payment. Seven months later, the plaintiff filed suit in state 
court alleging that a change in control occurred in 2012 
when five of the 10 seats on the board of directors changed 
hands without the approval of two-thirds of the board, thus 
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entitling the plaintiff to additional benefits under the agree-
ment. The plaintiff also accused the defendants of terminat-
ing his employment in order to avoid paying him benefits 
under the SERP. The defendants removed the case to federal 
district court and filed a motion for summary judgment on 
both issues. The court finds that the waiver language of the 
agreement prevented the plaintiff from filing a claim under 
Section 510 of the Employee Retirement Income Security 
Act (ERISA) for avoidance of paying benefits. By signing 
the agreement, the plaintiff waived all ERISA claims against 
the defendants. However, the court finds that the plaintiff ’s 
claims seeking to enforce the terms of the agreement due to 
a change in control had merit and permits the plaintiff time 
for additional briefing. The court opines that the agreement 
allows the plaintiff to litigate issues related to the obligations 
defined in the agreement more broadly. The court denies 
both parties’ motions for summary judgment and defers rul-
ing on remaining issues pending further briefings. No. 15 C 
3120 (N.D.Ill. July 1, 2016).

RETIREMENT BENEFITS

Strang v. Ford Motor Company General Retirement 
Plan et al. 
The U.S. District Court for the Eastern District of Michi-
gan holds that the plaintiff retirement plan beneficiary was 
not entitled to her deceased husband’s full lump-sum pen-
sion amount because he died before having the opportunity 
to make a proper election under the defendant plan. The 
plaintiff was the widow of a former employee of an automo-
bile manufacturing company and the named beneficiary of 
his pension benefit. The defendants included the company 
and its retirement plan. In April 2012, the plan announced 
it would offer retired participants the opportunity to take a 
lump-sum distribution of their remaining retirement ben-

efits beginning in August 2012. The notice stated that a series 
of election periods would be held and each participant would 
be assigned a specific election period based on a random 
process using the last two digits of his or her Social Security 
number. The notice also stated that under no circumstances 
could a participant change his or her assigned election peri-
od. The participant notified the plan’s benefits administrator 
several times that he wanted to take a lump-sum distribution 
as soon as possible because of his poor health, but he was 
informed he would have to wait to make an election during 
his window period of December 14, 2012 through March 13, 
2013, and that no exceptions would be made. The participant 
died on November 18, 2012 before receiving the election ma-
terials. Accordingly, the plaintiff was eligible for a reduced 
survivor benefit rather than the full amount that would have 
been payable if the participant had survived to submit his 
election form to the benefits administrator during the des-
ignated time frame. The plaintiff exhausted her administra-
tive remedies under the plan and brought suit under Section 
502(a)(1)(B) of the Employee Retirement Income Security 
Act (ERISA), seeking the benefits to which she felt she was 
entitled under the plan. The plaintiff claimed that the de-
fendants’ decision was arbitrary and capricious because the 
participant elected the lump-sum option during the one-year 
window period and there was no plan requirement that the 
participant be alive when he made his lump-sum election. 
Although the court is sympathetic to the plaintiff ’s situa-
tion, the court finds that the plan acted properly and within 
its discretionary rights in denying the plaintiff ’s claims. The 
court also finds that there was nothing unreasonable, unfair 
or discriminatory about assigning election periods randomly 
and declining to make exceptions. Therefore, the court de-
nies the plaintiff ’s motion for judgment on the administra-
tive record. No. 14-CV-14410 (E.D.Mich. July 7, 2016).


