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Federal Court Report

Former Employee Wasn’t ‘Retired’ Under Company Policy
4/7/2020 

By Meghan E. O’Kane of Swerdlow Florence Sanchez Swerdlow & Wimmer
A member of Worklaw® Network

A recent decision of the 11th U.S. Circuit Court of Appeals highlights the importance of using clear, defined terms in benefits and compensation plans.

An employee sued to reinstate stock options he earned over the course of his service with his former employer. At issue for the court was the definition of the term "retirement" in the company's plan and its application to the plaintiff's stock options. 

Under the company's benefit plan, certain employees, including the plaintiff, were granted stock options that lasted for seven years after receipt, unless the employee separated from the company for reasons other than retirement, in which case the options needed to be exercised on or before the employee's last day with the company. 

The plaintiff, a 65-year-old man, voluntarily left the company after working there for 10 years. He did not exercise his stock options before his departure. Only after he left the company did he check on the status of his stock ownership, when he learned that his options expired on his last day of employment. 

His lawsuit alleged that because he reached the required age, and then "retired," he should still be permitted to exercise stock options he earned during his employment with the company. 

The company maintained that the plaintiff had not retired under its policy, as he had not fulfilled both the minimum 15 years-of-service requirement and the age requirement. The company further asserted that because the plaintiff did not "retire," as defined under its plan, he needed to have exercised his stock options by his last day of employment to prevent them from expiring.

In interpreting the company's plan and rejecting the lawsuit, the court ruled that an employee is eligible for retirement only upon satisfying both the age and years-of-service requirements. In reaching its decision, the court rejected arguments that the definition of "retirement" was ambiguous, holding that because the company clearly laid out what the term meant under its policy, the term was not susceptible to different interpretations. In addition, the term was agreed to by all parties. 

So, the plaintiff's departure from the company did not qualify as a "retirement," as his 10 years of service fell short of the required 15 under the company's plan. For this reason, the expiration of his stock options was proper.

Bearden v. E.I. Du Pont De Nemours and Co., 11th Cir., 18-14345 (Dec. 30, 2019),

Professional Pointer: Courts will generally apply clearly defined terms in employment agreements, while uncertain language can lead to unexpected and unique interpretations unintended by employers. 

Meghan E. O'Kane is an attorney with Swerdlow Florence Sanchez Swerdlow & Wimmer, the Worklaw® Network member firm in Beverly Hills, Calif.
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