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BENEFIT DENIAL

Insurance Company Not Liable for Denying  
Natural Medical Treatments

T he U.S. District Court for the Western Divi-
sion of South Dakota grants the motion for 
summary judgment by the defendant in-

surance provider and denies the plaintiff plan 
members’ motion for summary judgment con-
cerning a complaint that the defendant wrongfully 
denied benefits and improperly handled claims in 
violation of the Employee Retirement Income Se-
curity Act of 1974 (ERISA).

The plaintiffs are participants in an ERISA-
governed group health plan operated by the de-
fendant insurance provider. The plaintiffs receive 
treatment from various providers for a number 
of health conditions. The plan restricts coverage 
for treatments that are not medically necessary as 
well as treatments that are investigational or ex-
perimental. It is within the defendant’s discretion 
to determine if services fall under these restric-
tions. If the defendant rejects a claim, the plain-
tiffs may initiate an internal appeal, which is then 
reviewed with consideration of any additional in-
formation provided. Beginning in July 2013, the 
defendant began to more regularly deny claims 
from the plaintiffs and denied all 26 appeals filed 
by the plaintiffs based on lack of medical necessity, 
the experimental or investigational nature of the 
claim, or lack of sufficient information to approve 
the claim. 

Using the abuse-of-discretion standard of re-
view, a plan administrator’s decision must stand 
if it is based on a reasonable interpretation of the 
plan and is supported by substantial evidence 
that is more than a scintilla but less than a pre-
ponderance. The plaintiffs argue the defendant 
lacked substantial evidence because it denied sev-
eral claims within minutes of each other and used 
identical reasoning in those denials. The court 
finds it is reasonable that the defendant would re-
view the claims together since several claims were 
submitted at the same time. In addition, the plan 
put the burden on the plaintiffs to produce evi-
dence to be considered during the appeal process, 

and all evidence presented was reviewed by the 
defendant.

To determine if a plan administrator’s interpre-
tation of an ERISA-governed plan is reasonable, 
the court uses the factors identified in Finley v. 
Special Agents Mutual Benefits Association, Inc., 
957 F.2d 617 (8th Cir. 1992). The factors include 
“whether their interpretation is consistent with 
the goals of the plan, whether their interpretation 
renders any language of the plan meaningless or 
internally inconsistent, whether their interpreta-
tion conflicts with the substantive or procedural 
requirements of the ERISA statute, whether they 
have interpreted the words at issue inconsistently, 
and whether their interpretation is contrary to the 
clear language of the plan” (Finley, 957 F.2d at 621). 
The goal is to provide benefits for eligible medi-
cal services, and the interpretations made by the 
defendant do not negate this goal. The plaintiffs 
claim the defendant interpreted the plan inconsis-
tently by denying treatments that were previously 
covered, but just because treatments are generally 
covered does not mean they always will be. The 
plaintiffs also argue that the denial letters were un-
clear and made it difficult to understand what was 
required, in violation of ERISA Section 503, but 
the court disagrees because the letters cite the sec-
tion and language of the regulations they relied on 
to determine claims were insufficient. In addition, 
because the defendant did not believe it needed 
further information to reach a decision, it was not 
required to request such information. Finally, the 
plaintiffs did not show that the defendant failed 
to consistently interpret the specific phrases medi-
cally necessary or experimental or investigational. 

Finding that the defendant’s interpretations of 
the plan were reasonable and supported by suf-
ficient evidence, the court grants the defendant’s 
motion for summary judgment.  
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