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BENEFIT LITIGATION

Court Issues Mixed Rulings in  
Prolonged Life Insurance Dispute

T he U.S. District Court for the Eastern Dis-
trict of New York dismisses most of a plain-
tiff beneficiary’s claims against various 

companies for life insurance benefits mistakenly 
promised to her deceased benefactor but allows 
certain claims against the defendant plan adminis-
trator and defendant claims administrator to pro-
ceed.

The plaintiff was the beneficiary of a deceased 
participant (decedent) in a company-sponsored 
life insurance plan. The defendants included five 
different companies that were directly or indirect-
ly associated with the plan over the last 46 years 
during the course of a series of corporate acquisi-
tions and mergers.

The decedent was employed by a telephone 
company from 1970 until approximately 1978. 
She then received long-term disability (LTD) ben-
efits from 1977 until 1984 under the telephone 
company’s LTD plan.

The decedent’s benefits were unilaterally termi-
nated under a family benefits plan after the 2005 
death of her husband, who had been employed by 
one of the merged companies. In settlement of her 
claim that the defendant surviving telephone com-
munications company had improperly terminated 
her health insurance, life insurance and other em-
ployee benefits, the company agreed to provide the 
participant with a $680,000 life insurance policy.

The decedent received various communica-
tions from the defendants over the years indicat-
ing that she was a plan participant. She also re-
ceived W-2 forms for 2011 and 2012 reporting the 
cost of the group term life insurance as taxable in-
come. The decedent died on November 17, 2012, 
naming the plaintiff as her beneficiary.

The plaintiff contacted the company’s benefits 
center shortly after the decedent’s death to file a 
claim for benefits. Shortly afterward, the company 
told the plaintiff that she would have to wait for 
payment because the plan’s third-party admin-
istrator was changing to a different vendor. The 

plaintiff contacted the company’s benefits center 
numerous times about the claim and requested 
relevant plan documents. Eventually, the compa-
ny denied the plaintiff ’s claim.

The plaintiff originally filed suit on February 7, 
2014 in state court, but the action was removed to 
federal court on the basis of having original juris-
diction under the Employee Retirement Income 
Security Act (ERISA).

The plaintiff filed claims pursuant to ERISA 
Section 502(a)(1)(B) to recover benefits, ERISA 
Section 502(a)(3) for breach of fiduciary duties, 
ERISA Section 502(c) to recover statutory penal-
ties and other claims for damages under state or 
federal common law under the doctrine of prom-
issory estoppel, alleged breach of contract, fraud 
and misrepresentation.

All of the defendants contended that the plain-
tiff failed to state a plausible claim for relief under 
ERISA Section 502(a)(1)(B) because they were 
not the “plan administrators” specifically desig-
nated under the plan.

However, the court determines that, pursuant 
to the plan and its relevant summary plan de-
scriptions, the company was the plan administra-
tor and the defendant insurance company was the 
claims administrator that exercised control over 
claims for benefits. The court finds that the other 
defendants were neither plan administrators nor 
claims administrators and dismisses the plaintiff ’s 
claims against them.

The plaintiff requested injunctive relief requir-
ing each defendant to take the necessary action 
to assure payment of the life insurance benefits to 
her and the imposition of a constructive trust in 
the amount of $700,000 for her benefit.

During discovery it was determined that, be-
cause of various clerical errors, the decedent never 
met the plan’s eligibility requirements and her in-
come never rose to the level that would have war-
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ranted the amount of the life insurance benefit 
promised to her.

The court finds that the plaintiff ’s promissory 
estoppel claims fell short of the type of conduct 
necessary to meet the “extraordinary circum-
stances” test required to support such a claim un-
der ERISA. The court opines that a mistake in the 
calculation of benefits was “mere negligence,” not 
“extraordinary circumstances.”

The court also dismisses the plaintiff’s state law 
claims with the exception of the plaintiff’s promissory 
estoppel claim against the company based upon its al-
leged settlement agreement with the decedent in 2011.

The court denies all of the plaintiff’s remaining 
claims except those under ERISA Section 502(a)
(1)(B) against the company and insurer to recover 
benefits and ERISA Section 502(a)(1)(A) against the 
company to recover statutory penalties for failure to 
timely provide requested plan documents.   

Sullivan-Mestecky v. Verizon Communications Inc. et 
al., No. 14-CV-1835 (SJF)(AYS) (E.D.N.Y. July 7, 2016).
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was outside the statute-of-limitations period and 
untimely. Accordingly, the court grants the de-
fendants’ motion to dismiss with regard to this 
breach-of-fiduciary-duty claim.

The court denies the defendants’ other mo-
tions to dismiss the remaining breach-of-fidu-
ciary-duty claims and finds the plaintiff ’s claims 
were timely.  

The Estate of Mark Jennings et al. v. Delta Air Lines, 
Inc., et al., No. 15-962 (JBS/AMD) (D.N.J. June 28, 
2016).
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