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BENEFIT DENIAL

continued on page 67

Administrator Abused Discretion  
in Denial of Disability Benefits

T he U.S. District Court for the Southern Dis-
trict of Mississippi denies the defendant’s 
motion for summary judgment due to an 

abuse of discretion and reverses the defendant’s 
decision to deny the plaintiff ’s long-term disabil-
ity (LTD) benefits. 

The plaintiff is an employee of a food-process-
ing factory that provided LTD benefits through an 
employee benefits plan governed by the Employee 
Retirement Income Security Act of 1974 (ERISA). 
The defendant is the insurance company that in-
sured and administered the LTD benefits under 
the plan. 

Under the plan, LTD benefits are available if an 
individual cannot perform the material duties of 
his or her regular occupation as a result of an inju-
ry or sickness. Regular occupation is defined as the 
occupation the individual is routinely performing 
at the onset of the disability. To determine what 
that occupation is, the defendant looks at an indi-
vidual’s occupation as it is normally performed in 
the national economy and not at the unique du-
ties performed for a specific employer or specific 
locale.

The plaintiff ’s job required her to spend a ma-
jority of her time in processing areas of the fac-
tory that were kept at 8 degrees above freezing. 
In 2016, she was diagnosed with various circula-
tory system disorders, including a condition that 
causes arteries to become unduly reactive and en-
ter spasm when cold. As a result of the diagnosis, 
the plaintiff was forced to stop working at the fac-
tory. The plaintiff subsequently applied for LTD 
benefits through the plan. 

Although the defendant admits that the plain-
tiff ’s medical conditions prevented her from 
working in cold temperatures and, therefore, her 
current duties for her employer, the defendant de-
termined that the plaintiff ’s occupation as it was 
performed in the national economy was sanitar-
ian, an occupation with duties that do not require 
exposure to cold temperatures. Based on this 

determination, the defendant denied the plain-
tiff ’s application for LTD benefits. The plaintiff 
appealed the initial decision, and the defendant 
denied the appeal. The plaintiff subsequently filed 
suit alleging wrongful denial of her claim under 
ERISA. 

Because the defendant was granted the right 
and discretion to determine benefit eligibility and 
to interpret plan terms, the court will review the 
determination for an abuse of discretion. As es-
tablished by the Fifth Circuit and the Supreme 
Court, an insurer abuses its discretion when the 
decision is not based on evidence, even if disput-
able, that clearly supports the basis for its denial. 
A review of such abuse of discretion must take 
account of several different, often case-specific 
factors and reach a result by weighing all factors 
together. Furthermore, a conflict of interest must 
be weighed as a factor in determining whether 
there is an abuse of discretion. See Schexnayder 
v. Hartford Life and Accident Insurance Company, 
600 F.3d 465, 468 (5th Cir. 2010) and Metropolitan 
Life Insurance Company et al. v. Glenn, 554 U.S. 
105, 128 (2008). The court analyzes the facts for 
an abuse of discretion. 

The court finds that the defendant did not base 
its denial on substantial evidence. The plaintiff ’s 
claim was denied because an occupational review 
by a vocational specialist determined that expo-
sure to cold temperatures was not among the ma-
terial duties of the plaintiff ’s regular occupation. 
However, the court finds that this is not based on a 
fair estimate of the evidence in the record and that 
the denial was therefore unsupported. 

The court also finds that the defendant has a 
conflict of interest. Under the plan, the defendant 
both evaluates and pays benefits claims and there-
fore potentially benefits from every denied claim. 
Because a conflict of interest must be weighed as 
a factor in determining whether there is an abuse 
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gue that they were not acting as fiduciaries, but the 
court disagrees. Under ERISA, people qualify as fi-
duciaries if they (1) exercise discretionary authority 
or control respecting management of the plan, (2) 
exercise any authority or control respecting man-
agement or disposition of its assets, or (3) have dis-
cretionary authority or responsibility in the admin-
istration of the plan. The plaintiffs allege that the 
defendants controlled disbursements from the plan 
trust, including for the defendants’ own fees, and 
that the defendants used their control to collect ad-
ditional fees that were never disclosed to plan par-
ticipants. The court finds that these allegations are 
sufficient to support a finding that the defendants 
acted in a fiduciary capacity by exercising authority 
or control over the management and disposition of 
plan assets. Accordingly, the defendants’ motion to 
dismiss with respect to the plaintiffs’ claims under 
ERISA Sections 406(b) and 404(a) is denied.

Regarding standing, the defendants argue that 
the plaintiffs lack statutory and constitutional 
standing to bring claims with respect to both 
the health and welfare and retirement portions 
of the plan. For purposes of statutory standing, 
plaintiffs have standing to bring ERISA claims if 

they qualify as participants under ERISA Section 
502(a), which requires that they have a colorable 
claim to vested benefits. The defendants argue that 
the plaintiffs do not qualify as participants in the 
health and welfare portion of the plan because 
they have not alleged that they were wrongly de-
nied a benefit and that, with respect to the retire-
ment plan portion, participation is based on two 
allegations that have yet to be proved. The court 
disagrees and finds that the plaintiffs have pleaded 
sufficient facts to establish statutory standing by 
alleging that they had individual accounts and 
suffered losses. 

For purposes of constitutional standing, a 
plaintiff must show that (1) he or she has suffered 
an injury in fact that is concrete and particular-
ized and actual or imminent, not conjectural or 
hypothetical; (2) the injury is fairly traceable to 
the challenged action of the defendant; and (3) it 
is likely, as opposed to merely speculative, that the 
injury will be redressed by a favorable decision. 
The court finds that the plaintiffs have met these 
requirements and all have constitutional standing 
to pursue their claims.

Accordingly, the court grants in part and de-
nies in part the defendants’ motion to dismiss.   

Chavez et al. v. Plan Benefit Services, Inc., et al., No. 
AU-17-CA-00659 (W.D.Tex. June 15, 2018). 
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of discretion, the court must consider how much 
weight to give to the defendant’s conflict of interest 
in this case. As the Supreme Court established in 
Glenn, a conflict of interest should prove more im-
portant when circumstances suggest a higher like-
lihood that it affected the benefits decision. Such 
circumstances include when there is evidence that 
an insurer has a history of biased claims admin-
istration. When reviewing the defendant’s long 
record of behavior, the court finds that the defen-
dant has a history and pattern of making wrong-

ful denial decisions. In the past, courts have often 
concluded that the defendant’s disability claim 
denials are greatly impacted by self-interest, mak-
ing it clear that it puts its own financial interest 
above its fiduciary duty under ERISA. In addition, 
the defendant did not submit any evidence that it 
takes any steps to mitigate the inherent conflict of 
interest. 

Accordingly, the court finds that the defendant 
abused its discretion by denying the plaintiff ’s 
LTD benefits and therefore reverses the defen-
dant’s denial.   

Nichols v. Reliance Standard Life Insurance Co., 
3:17-cv-42-CWR-FKB (S.D.Miss. June 29, 2018). 
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