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BENEFIT DENIAL

Administrators Imposed Requirements  
Not Stated in Benefits Plan

T he U.S. District Court for the District of 
Utah grants the motion for summary judg-
ment by the plaintiff welfare benefit plan 

beneficiary in a lawsuit alleging that the defendant 
plan administrators arbitrarily and capriciously 
denied coverage for treatment at a residential 
mental health facility. 

The plaintiff ’s father participated in a welfare 
benefit plan sponsored by his employer. The plan 
covered mental health treatment. The plaintiff was 
a beneficiary of the plan and suffered from men-
tal health–related issues that led to stays in several 
mental health facilities. The plaintiff ’s parents are 
divorced, and her custodial parent now represents 
her interests. The defendants are the plan admin-
istrators who determine plan eligibility and who 
reviewed the plaintiff ’s claim. On March 8, 2012, 
the plaintiff ’s father contacted the defendant to 
inquire about inpatient mental health treatment 
options for his daughter. The defendants referred 
him to three facilities and informed him that, be-
fore obtaining inpatient mental health treatment, 
preauthorization was needed and medical neces-
sity information must be submitted. It is unclear 
if the plaintiff ’s custodial parent received this 
information. The plaintiff did not seek precerti-
fication and, on April 3, 2012, was enrolled in a 
facility that was not one of the three facilities the 
defendants referred the plaintiff ’s father to. Seven 
months after the plaintiff ’s enrollment, the mental 
health facility contacted the defendants to inquire 
about plan benefits and received quoted benefits 
at out-of-network rates. In February 2013, the 
mental health facility sent medical records to the 
defendants and requested a retrospective review 
for claims from the date of admission through 
January 13, 2013. The defendants initially denied 
the claim due to lack of preauthorization and 
immediately forwarded the claim to the appeals 
manager, who decided to allow a medical necessi-
ty review. Upon the medical necessity review, the 
defendants denied the claim because the mental 

health facility did not have national accreditation. 
The plaintiff filed several appeals stating that the 
plan does not require national accreditation and 
supplied evidence of the facility’s state license and 
the state’s administrative code regarding residen-
tial treatment programs. The defendants upheld 
their denial in response to all appeals, stating that 
the facility does not have accreditation through 
the Commission on Accreditation of Rehabilita-
tion Facilities (CARF) or the Joint Commission 
on Accreditation of Healthcare Organizations 
(JCAHO), which is required for coverage of resi-
dential treatment center services. 

Two plan sections are at issue in this case: pre-
certification and medical necessity. Before obtain-
ing mental health treatment, plan participants 
were encouraged and, in some cases required, to 
contact the defendants and obtain precertification. 
The plaintiff claims the defendants failed to assert 
precertification as a specific reason for denial in 
the administrative record and, therefore, the court 
should not consider this rationale on appeal. In all 
four denials, not one includes the phrase “lack of 
precertification.” The court finds that because the 
defendants did not assert precertification as a spe-
cific reason for denial, they are prohibited from 
asserting it as a basis for denial during litigation.                                                                                                 

The defendants also had the added respon-
sibility of determining whether treatment was 
medically necessary. The court next considers 
whether the defendants acted arbitrarily and 
capriciously in denying the plaintiff ’s claim for 
benefits because the facility was not nationally 
accredited through CARF or JCAHO. Under the 
arbitrary-and-capricious standard, “review is 
limited to determining whether the interpreta-
tion of the plan was reasonable and in good faith.” 
While the arbitrary-and-capricious standard of 
review is deferential, courts have held that a plan 
administrator’s decision to condition benefits on 
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and that ground transportation could pose a serious risk to 
the plaintiff ’s health. The evidence also includes a letter by 
the treating physician stating that the university hospital 
was the closest facility to handle the plaintiff ’s condition. 
The defendants failed to give reasons why they found the 
plaintiff ’s evidence unreliable, and the court finds that this 
failure is an example of arbitrary and capricious behavior 
in which the plan administrator gave greater weight to a 
nontreating physician’s opinion over a treating physician’s 
opinion for no apparent reason. The court provides that 
while a treating physician does not have to be afforded spe-
cial deference by ERISA plan administrators, they cannot 
arbitrarily refuse to credit a claimant’s reliable evidence, 
including the opinions of a treating physician. In addition, 
the independent medical reviewers were never asked to 
consider more than whether the plaintiff needed specific 
lab tests that were available only at the university hospi-

tal and whether the claim satisfied the plan definition of 
medically necessary. They were arbitrarily limited in their 
review, and the court found that their reports were under-
developed and therefore unclear.

The court finds that the defendants’ determinations are 
not the result of a deliberate, principled reasoning process 
and that the defendants acted arbitrarily and capriciously in 
denying the plaintiff ’s claim. In addition, given the amount of 
evidence potentially in favor of the plaintiff, the defendants’ 
decision is not supported by substantial evidence. Because 
the defendants failed to make sufficient factual findings and 
it is unclear from the record whether the claim should be 
granted, the court orders that the case shall be remanded for 
further consideration.   

Brunelle v. Mid-America Associates, Inc., et al., No. 16-cv-13446 
(E.D.Mich. August 21, 2017).
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requirements not set forth in the plan is arbitrary and ca-
pricious. Nowhere in the plan does it state that a provider 
must be nationally accredited for the treatment to be medi-
cally necessary. The plan states that treatment must be “in 
accordance with generally accepted United States medical 
standards and professionally recognized standards” and 
“furnished by a provider with appropriate training, experi-
ence, staff and facilities to furnish that particular service.” 
The plan further requires that the treatment be neither edu-
cational nor developmental. 

The defendants argue that reliance on CARF or JCAHO 
to determine if facility services meet plan requirements is 
inherently reasonable. The court disagrees. The defendants 
substituted accreditation through CARF or JCAHO as a 
proxy for determining whether the treatment meets the 
plan requirements instead of assessing the proposed treat-
ment. The defendants even recognized that it would be pos-

sible for a provider to satisfy the plain language of the plan, 
that is, provide treatment that meets national standards and 
have appropriately trained staff and facilities, but not be ac-
credited through CARF or JCAHO. The court finds that the 
defendants did not interpret the plan in a way that was in-
herently reasonable. Because the defendants imposed a new 
condition that did not appear on the face of the plan and 
gave the plaintiff no notice that they would impose such a 
specific accreditation requirement, the court finds that the 
defendants’ denial was arbitrary and capricious. 

The court finds that remand is inappropriate because the 
defendants cannot raise precertification as a rationale on re-
mand since they failed to raise it in the administrative record. 
Also, because the court has concluded that the defendants’ 
only other asserted rationale was arbitrary and capricious, 
there would be nothing for the defendants to consider on 
remand. Accordingly, the court grants the plaintiff ’s motion 
for summary judgment.   

Lynn R. v. ValueOptions et al., No. 2:15-cv-00362-RJS-PMW 
(D.Utah August 22, 2017).
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