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Other Recent Decisions

FIDUCIARY DUTIES

Smith v. Delta Air Lines Inc. 
The U.S. Court of Appeals for the Eleventh Circuit 
held that the district court correctly applied the 
“highly deferential” presumption of prudence ad-
opted by the Eleventh Circuit in Lanfear v. Home 
Depot Inc., 679 F.3d 1267 (11th Cir. 2012) to pro-
tect the defendants from the plaintiffs’ claims that 
they breached their fiduciary duties under the Em-
ployee Retirement Income Security Act (ERISA) 
by continuing to invest in company stock during 
a period in which it declined 92%. The plaintiffs 
filed the lawsuit against their employer and the fi-
duciaries of their employer’s stock ownership plan 
(ESOP) in September 2004. In 2006, the U.S. Dis-
trict Court for the Northern District of Georgia 
granted the defendants’ motion to dismiss, but the 
court remanded the case and ordered the district 
court to reconsider that decision seven years later. 
The court explains that its intervening decision in 
Lanfear, where it adopted the profiduciary pre-
sumption of prudence, cast doubt on the district 
court’s 2006 ruling in this matter. Under Lanfear, 
the presumption can be overcome “only when 
the fiduciary could not have reasonably believed 
that the settlors would have intended for him” to 
deviate from plan terms in those circumstances. 
On remand, the district dismissed the plaintiffs’ 
claims against the defendants’ holding that the 
fiduciaries were entitled to the Lanfear presump-
tion because the ESOP gave fiduciaries discretion 
to divest the plan of employer stock. Further, the 
plaintiffs failed to overcome the  presumption be-
cause they did not raise any specific allegations 
of mismanagement or settlor intent. The court 
agrees with the district court that the Lanfear pre-
sumption applied. The court states that the ESOP 
required the employer stock to be offered as an in-
vestment option and that matching contributions 
had to be made in employer stock. The court also 
concurs that the plaintiffs cannot overcome the 
presumption, because their arguments were root-
ed in hindsight. The plaintiffs’ claim fails “because 

a reasonable fiduciary could have concluded that 
investment in Delta stock during the class period 
remained appropriate.” Thus, after remanding the 
plaintiffs’ stock-drop claims last year for consid-
eration under the presumption of prudence, the 
court affirms the district court’s dismissal of the 
suit. No. 13-cv-15155 (11th Cir. April 17, 2014). 

BENEFIT CALCULATION

Gates v. UnitedHealth Group Inc. et al.
The U.S. Court of Appeals for the Second Circuit 
reversed the district court’s decision that the plain-
tiff lacked standing to bring her claim of improper 
benefit calculation against the defendant and vacat-
ed its ruling on the merits of her claim. The plaintiff 
health plan participant challenged the defendant 
health plan’s calculation of her benefits in coordi-
nation with Medicare. According to the court, the 
plaintiff ’s deprivation of higher benefits constituted 
a “concrete and particularized injury” that the plain-
tiff actually suffered. Thus, the court holds that the 
district court erred in its finding and that the plain-
tiff demonstrates sufficient standing to bring her 
claims against the defendant. The court also finds 
it “problematic” that the district court appeared to 
deem the defendant’s entire summary plan descrip-
tion ambiguous after finding just one provision to 
be ambiguous. The court disagrees with the district 
court’s approval of the defendant’s methodology, 
finding that the defendant erred in failing to base 
its determination on “actual Medicare payments to 
some degree.” Thus, the court vacates the district 
court’s ruling on the defendant’s methodology and 
remands that issue back down to the district court 
for its further consideration. The court also directs 
the district court to consider the plaintiff ’s proce-
dural claims, which the court states that the district 
court did not address given the district court’s dis-
missal of the plaintiff ’s claims on standing grounds. 
No. 13-cv-2114 (2d Cir. April 3, 2014). 
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HEALTH CARE

Medicomp, Inc. v. United Healthcare  
Insurance Company

The U.S. Court of Appeals for the Eleventh Circuit affirmed 
the district court’s ruling awarding summary judgment to 
the defendants, because the plaintiff did not demonstrate 
that it had any such valid assignments of benefits and 
standing under the Employee Retirement Income Secu-
rity Act (ERISA) to bring its claims against the defendants. 
The plaintiff, a company that provides cardiac monitoring 
services to participants in ERISA-governed health plans, 
sued a group of insurers for failing to pay for the servic-
es provided to the participants of those health plans. The 
district court rejected the plaintiff ’s theory that benefit as-
signments held by the participants’ medical providers were 
transferred to the plaintiff such that the plaintiff had stand-
ing to assert ERISA claims against the insurers. The court 
states that the language in Section 1132 of ERISA is clear 
and that the only “parties who have independent stand-
ing to sue an ERISA plan” are participants, beneficiaries, 
fiduciaries, or the Secretary of Labor.” The court has held 
that Congress did not intend to alter the general rule that 
an assignee of a right has the same standing to sue as the 
assignor, so a party may obtain derivative standing based 
upon an assignment of rights from an entity listed in Sec-
tion 1132. Thus, in order to have derivative standing to sue 
the defendants, the plaintiff must have received written as-
signments of benefits from ERISA plan beneficiaries. The 
court states that the plaintiff does not submit, nor claim 
to have received, such actual assignments from the plans’ 
participants in this case so that it can assert claims under 
ERISA against the defendants. Thus, the court holds that 
the plaintiff lacks standing to sue the defendants for failing 
to pay for the services provided to the participants by their 
providers, because the plaintiff did not receive valid ben-
efit assignments from the participants before commencing 
the present litigation against the defendants. No. 13-13849 
(11th Cir. April 1, 2014). 
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FIDUCIARY DUTIES

Severstal Wheeling, Inc. v. WPN Corp. et al.
The U.S. District Court for the Southern District of New York 
held that the defendants, an investment management com-
pany and its sole executive officer, were fiduciaries of a pair 
of retirement and pension plans established by the plaintiff 
for its employees under the Employee Retirement Income 
Security Act (ERISA) because they provided investment 
advice for a fee. The plaintiff established both a retirement 
security plan and a pension plan for its employees. Accord-
ing to the court, until late 2008, both plans were funded and 
maintained through a trust sponsored by the defendants. 
The defendants entered into an investment agreement with 
a company to perform investment management services for 
that trust. On November 3, 2008, upon the defendants’ rec-
ommendation, the investment manager transferred some as-
sets of the plans to another trust that was heavily invested in 
large cap energy stocks. According to the plaintiff, the sec-
ond trust performed poorly in relation to the original trust 
and, thus, the transfer of plan assets constituted a violation 
of fiduciary duties. In December 2008, the defendants signed 
an amendment to the original investment agreement giving 
them the primary responsibility for providing services and 
unrestricted management authority with respect to the in-
vestment of the plans’ funds retroactive to Nov. 1, 2008. In 
2011, the court denied the defendants’ motion to dismiss the 
plaintiff ’s claims, finding that the plaintiff had properly pled 
actual harm from the transfer of assets. Then, in 2012, the 
court denied the defendants’ summary judgment motion, 
where the defendant attempted to claim that it had not as-
sumed fiduciary status prior to the asset transfer. Despite the 
court’s finding that the defendants were fiduciaries in rela-
tion to their paid investment advice under Section 3(21)(A)
(ii) of ERISA, the court denied summary judgment to the 
plaintiffs on their claims that the defendants owed a broader 
fiduciary duty as an investment manager under Section 3(38) 
of ERISA. The court also found that the company breached 
the terms of its contract with the plans by failing to obtain 
a fiduciary insurance policy. No. 10-cv-00954-LTS-GWG 
(S.D.N.Y. April 11, 2014). 
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SEVERANCE

Smith v. The NECA–IBEW Pension Benefit Trust Fund
The U.S. District Court of the Western District of Kentucky 
grants the defendant pension plan’s motion for summary 
judgment holding that the defendant properly denied the 
plaintiff ’s claim for severance of employment benefits 
from a pension plan pursuant to the terms of the plan, be-
cause the plaintiff ’s continued employment in the covered 
industry prohibited him from receiving those benefits. 
On July 1, 2011, the plaintiff submitted his application to 
the defendant for severance of employment benefits. On 
July 26, 2011, the plaintiff was notified that his applica-
tion for severance of employment benefits accrued as of 
January 31, 2006, was approved, but that his application 
for severance of employment benefits accrued after Janu-
ary 31, 2006 was denied because his current employment 
as a maintenance electrician was considered employment 
within the “electrical construction industry.” The plaintiff 
appealed the decision to deny his benefits arguing that 
he was entitled to the severance benefits because he had 
not returned to the electrical construction industry and 
the union associated with the defendant does not have 
an electrical maintenance branch. On October 31, 2012, 
the defendant’s appeals committee denied the plaintiff ’s 
appeal, and the plaintiff commenced the present action 

when sales figures dropped to levels not seen since a much 
earlier period when the same employer announced $4.2 bil-
lion in quarterly losses. At this time, the defendant voted to 
restrict new investment in the employer stock, a decision 
the participants said “meant that by definition, the employer 
stock was not a prudent investment.” In response, the court 
states that large investors continued to increase their hold-
ings in the employer stock during this time. It cannot be said 
that a reasonable prudent fiduciary should have liquidated 
the ESOP on November 21, 2008.

Finally, the plaintiffs allege that the employer stock was an 

imprudent investment by Dec. 12, 2008, when the defendant 
reversed its decision to liquidate the employer stock and re-
ceived a business analysis indicating that the defendant had 
a “significant solvency risk” and was likely to face significant 
dilution of stock. Once again, the court finds that the defen-
dant did not act imprudently, since the defendant’s decision 
was based on its reasonable analysis of statements from the 
White House regarding the potential for government inter-
vention to keep the employer in business. Lastly, the court 
rejects the plaintiffs’ attacks on the defendant’s process for 
evaluating the employer stock, finding that the company was 
prudent in its decision making.  

Pfeil v. State St. Bank & Trust Co., No. 09-cv-12229-DPH-MJH 
(E.D.Mich. April 11, 2014).

Court Denies Stock-Drop Claims
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against the defendant. At the outset, the court notes that 
the plaintiff only asserts that there are genuine issues as 
to material facts and the defendant is not entitled to sum-
mary judgment but does not advance new arguments in 
response. The court states that it agrees with the defendant 
that the plaintiff is not entitled to payment of benefits ac-
crued after January 31, 2006 under the pension plan docu-
ment because he continued to work in prohibited employ-
ment after January 31, 2006. In order for payment to occur 
under the plan document, the plaintiff would have had to 
cease work in the “electrical construction industry” for a 
period of two consecutive years or more. The scope of the 
electrical construction industry as set forth in the plan 
document, which encompasses all “electrical work with 
the jurisdiction of the [union],” includes “maintenance 
of all materials, equipment, apparatus, and appliances re-
quired in the production of electricity and its effects” and 
“maintenance men.” Thus, the electrical construction in-
dustry under the plan document clearly encompasses the 
plaintiff ’s current work as a maintenance electrician with 
his employer. Accordingly, the court grants the defendant’s 
motion for summary judgment on the plaintiff ’s breach of 
contract claim because the defendant’s denial of benefits 
was in accordance with the plain language under the plan 
document. No. 13-cv-00167-TBR (W.D.Ky. April 3, 2014).  




