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BENEFIT LITIGATION

Plaintiffs May Conduct Discovery Into  
Conflicts of Interest

T he U.S. District Court for the Eastern Dis-
trict of Pennsylvania holds that the defen-
dant plan administrator appropriately des-

ignated an officer of the company to make 
decisions regarding the plan, but the plaintiff em-
ployees may conduct additional discovery into al-
leged conflicts of interest. 

The plaintiffs were employees of a petroleum 
manufacturing company and participants in the 
defendant severance benefit plan established un-
der an agreement between the company and the 
plaintiffs’ union. The purpose of the plan was to 
alleviate financial hardship for employees who 
were terminated in connection with the compa-
ny’s idling of the main processing units at a local 
refinery. Benefits under the plan were to be paid 
out of the company’s assets. Although the com-
pany was technically the plan administrator, the 
board of directors appointed the chief executive 
officer (CEO) to make decisions regarding the 
plan. The CEO then designated an individual of-
ficer of the company to make plan decisions on his 
behalf (the designee). 

The company sold the refinery in September 
2012. Although the seller company terminated 
the plaintiffs’ employment, the acquiring compa-
ny immediately hired the plaintiffs without any 
loss of work time. Because the seller terminated 
their employment, the plaintiffs filed a claim for 
benefits under the plan. The designee denied 
the claim. After exhausting their administrative 
remedies, the plaintiffs filed suit seeking judicial 
review of the designee’s denial of their claims. 
The plaintiffs argued the defendant’s plan terms 
did not contain express procedures to support 
the delegation of plan decisions to the designee, 
which they asserted was required by Section 405 
of the Employee Retirement Income Security Act 
(ERISA). Therefore, the plaintiffs requested the 
court review the defendant’s benefit denials un-
der a de novo review. The defendant countered 

that the designee’s appointment as plan admin-
istrator with discretionary authority to admin-
ister the plan was proper under ERISA and the 
plan’s terms. The defendant produced the plan 
document, the board resolution and officer’s cer-
tificate showing that together the designee was 
properly delegated as the authority to administer 
and interpret the plan. 

The court is persuaded that the defendant pro-
duced enough evidence to show that the company 
properly delegated its administrative authority to 
the designee. As such, the designee’s decision to 
deny severance benefits is subject to the arbitrary-
and-capricious standard of review. 

The plaintiffs also sought discovery into the 
plan administrator’s alleged conflict of inter-
est, since the company both administered the 
plan and paid the benefits. The court referred 
to the U.S. Supreme Court’s ruling in Metro-
politan Life Ins. v. Glenn, which held that a 
plan administrator’s conflict of interest “must 
be weighed as a factor in determining whether 
there was an abuse of discretion.” The court 
opines the plaintiffs made a showing of bias or 
irregularity sufficient to establish an allegation 
of a procedural conflict. Therefore, the court 
will permit discovery into the plan administra-
tor’s conflict of interest, even though the de-
fendant has stipulated that the conflict existed. 
The court agrees that evidence of procedural 
conflicts would not necessarily be apparent 
from the administrative record, but it would 
be revealed only through discovery. The court 
determines that the arbitrary-and-capricious 
standard of review will be used in this case and 
the plaintiffs will be permitted to conduct lim-
ited discovery only into the plan administra-
tor’s conflict of interest.  

Felker et al. v. USW Local 10-901 et al., No. 13-7101 
(E.D.Pa. April 23, 2015). 


