
september 2017 benefits magazine 61

legal & legislative reporter

BANKRUPTCY

 
ERISA Claim Continues After Bankruptcy Case

T he U.S. District Court for the Eastern Dis-
trict of Missouri denies the defendants’ 
motion to dismiss a former employee’s 

claim for long-term disability (LTD) benefits after 
the employee did not disclose the LTD benefits 
claim in her bankruptcy case.

The plaintiff is a former employee who worked 
at a health insurance company until going on a 
leave of absence for behavioral health conditions 
in February 2016. The defendants are the em-
ployee benefits plan sponsored by the company 
and the insurance company that was the claims 
administrator for the plan.

Beginning in February 2016, the company ap-
proved the plaintiff for short-term disability ben-
efits, which she received for the entire 180-day eli-
gibility period. Subsequently, on July 1, 2016, the 
plaintiff filed for bankruptcy and then, on July 27, 
2016, applied for LTD benefits. Shortly thereafter, 
the plaintiff filed a motion to convert her bank-
ruptcy from a Chapter 13 case to a proceeding 
under Chapter 7, which was granted by the bank-
ruptcy court in late August 2016. The defendant 
claims administrator denied the plaintiff ’s claim 
for LTD benefits in September 2016. The plain-
tiff appealed, and the defendant claims adminis-
trator denied the appeal in December 2016. The 
plaintiff ’s bankruptcy case was closed in February 
2017. The plaintiff did not list a claim for denial of 
LTD benefits among her assets in her bankruptcy 
case.

The defendants argue that judicial estoppel 
should be applied to prevent the plaintiff from 
asserting a cause of action that she disclaimed by 
omission in her bankruptcy case. Upon filing of 
a bankruptcy petition, all assets of the debtor, in-
cluding potential causes of action, become assets 

of the bankruptcy estate. Judicial estoppel pre-
vents a person who states facts under oath during 
the course of a trial from denying those facts in a 
second suit, even though the parties in the second 
suit may not be the same as those in the first suit. 
Factors that are involved in determining wheth-
er a situation merits judicial estoppel include a 
party’s position being clearly inconsistent with its 
earlier position, a prior court accepting the party’s 
first position or a party seeking an unfair advan-
tage or to impose an unfair detriment on the op-
posing party.

In this case, the plaintiff ’s claim for a denial 
of LTD benefits under the Employee Retirement 
Income Security Act of 1974 (ERISA) did not 
accrue until after she filed for bankruptcy. In an 
ERISA suit, a cause of action accrues after a claim 
for benefits has been officially denied, which oc-
curred in September 2016—a month after she 
converted her bankruptcy case from a Chapter 
13 case to a Chapter 7 case. Postpetition assets 
are not a part of the estate in Chapter 7 bank-
ruptcy cases.

The plaintiff ’s claim for denial of LTD benefits 
is not clearly inconsistent with her position in the 
bankruptcy case, the court has not been misled 
and there is no indication that the plaintiff gains 
an unfair advantage or that the defendants suffer 
an unfair detriment. Therefore, there is no evi-
dence to suggest that any omission by the plaintiff 
met the required standard for judicial estoppel. 
Accordingly, this court denies the defendants’ mo-
tion to dismiss and allows the plaintiff to continue 
pursuing her claim for benefits.  

Byrd v. Wellpoint Flexible Benefit Plan et al., No. 
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