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DISABILITY BENEFITS

 
Pension Plan Ambiguity Benefits Beneficiary

T he U.S. Court of Appeals for the Fifth Cir-
cuit affirms a district court judgment that 
the plaintiff beneficiary was entitled to 

summary judgment on his Employee Retirement 
Income Security Act of 1974 (ERISA) Section 502 
claim over a dispute with the defendant claims ad-
ministrator about whether he elected to receive 
pension benefits after moving them via direct roll-
over from his pension fund to his individual re-
tirement account (IRA).

The plaintiff was an employee of a telecom-
munications company and a participant in a long-
term disability (LTD) benefits plan and a pension 
plan. The defendants are the plaintiff ’s employer 
and the claims administrator for the plan. The 
summary plan description of the plan stated that 
certain benefits offset the LTD benefit amount, 
including benefits from the pension plan, if the 
beneficiary elects to receive them.

After becoming eligible for LTD benefit pay-
ments, the plaintiff took his pension benefits in 
a lump sum and performed a trustee-to-trustee 
direct rollover from his pension account to his 
IRA. IRS Publication 575 explains that if funds are 
withdrawn from a qualified retirement plan and 
paid directly, i.e., rolled over, to a traditional IRA, 
then tax penalties may be deferred and the funds 
are not considered income until received as a dis-
tribution that was not rolled over. Based on Pub-
lication 575, the plaintiff concluded that the offset 
provision of the plan would not apply to the direct 
rollover of funds because he would not receive his 
pension benefits until he withdrew them from his 
IRA. However, the defendants determined that the 
plaintiff elected to receive pension benefits when he 
transferred funds from his pension trust to his IRA 
and began to offset his monthly disability benefits. 
After two administrative appeals, the plaintiff sued 
the defendants under ERISA Section 502, and the 
district court granted him summary judgment. 

The court now uses a two-part test to deter-
mine if the defendants reached the legally correct 

interpretation of the plan and, if not, whether they 
abused their discretion. See Wildbur et al. v. Arco 
Chemical Co. et al., 974 F.2d 631 (5th Cir. 1992). 
The key question is if the summary plan descrip-
tion is ambiguous and, if so, if any ambiguities are 
resolved in favor of the plaintiff, as established 
by Koehler v. Aetna Health Inc., 683 F.3d 182 (5th 
Cir. 2012). Under ERISA Section 102, summary 
plan descriptions are required to be written in a 
manner calculated to be understood by the aver-
age plan participant. The court determines that 
the phrase elect to receive in the summary plan 
description is ambiguous and that the plaintiff 
did not elect to receive the funds when he directly 
rolled them over to his IRA.

After determining that the defendants were le-
gally incorrect, the court also considered whether 
there was an abuse of discretion by the defendants. 
After considering three main factors, including 
the internal inconsistency of the plan, relevant 
regulations and a factual background suggesting 
a lack of good faith, the court finds the defendants 
abused their discretion.

Accordingly, the court affirms the district court 
grant of summary judgment in favor of the plain-
tiff.   

Thomason v. Metropolitan Life Insurance Company  
et al., No. 16-10634 (5th Cir. July 18, 2017).


