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IN THE UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF ARKANSAS
JONESBORO DIVISION
ALICE BANKS PLAINTIFF
V. Case No. 3:12-cv-00072-KGB

PRUDENTIAL INSURANCE
COMPANY OF AMERICA DEFENDANT

OPINION AND ORDER

Plaintiff Alice Banks brings this acim against Prudential Insurance Company of
America (“Prudential”) to remver benefits under a life smrance policy covering her ex-
husband, Jack McKelvey. Ms. Banks originally broutdnt action in state court as a breach of
contract claim (Dkt. No. 2). Prudential removidee case to this Court, asserting that Ms.
Banks’s claims are preempted by the Employegrétaeent Income Security Act (“ERISA”), 29
U.S.C. 88 1001-1461 (Dkt. No. 1). This Court agréed this case igoverned by ERISA and
set a schedule for theifig of the administrative record arlde parties’ briefs (Dkt. No. 22).
The case is now before the Court on Ms. Bankpsning brief (Dkt. No. 23), Prudential’s brief
(Dkt. No. 24), and Ms. Banks’s rgpbrief (Dkt. No. 25). For theeasons that follow, the Court
finds that Prudential did not abuse its discretiodetermining eligibility for benefits under the
Plan and in denying Ms. Banks'’s cfafor life insurance benefits.

l. Background

Ms. Banks is a former employee of Wal-M8&tbres, Inc. (“Wal-M#”). In March 1995,
while married to Mr. McKelvey, Ms. Banks malled in an ERISA-governed employee welfare
benefit plan (the “Plan”) monsored by Wal-Mart and undeitten by Prudential. Although
Prudential insured the Plan, Prutahapparently did not administer the Plan at that time.

Prudential stated in a September 12, 2011, lettéha@cArkansas Insurance Department that it
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began administering the Plam January 1, 2008 (AR. 144)It appears from the record that
CIGNA administered the Plan in 1995.

Ms. Banks, who enrolled under her formemeaas Alice McKelvey, was insured under
the Plan as an associate employee of Wal-Martthe time of her enrollment, Ms. Banks while
completing the same form also enrolled f@yependent Optional Life” insurance for Mr.
McKelvey, for spouse coverage, and LeAnnade, who is identified as “daughter” on the
enrollment form, for child coverage (AR. 178Pn the enrollment form for dependent optional
life insurance, as to spouse coverage, Ms. Baeksynated herself as a beneficiary to receive
100% of the life insurance benefits and alssigigated Ms. Mace as ariiciary to receive
100% of the life instance benefitsld.).

Ms. Banks and Mr. McKelveyivorced in 2003. Prudentiavas not notified of the
divorce at that time (Dkt. No. 23, at 2). Howewels. Banks timely paid all premiums and the
policy remained in effect through Mr. McKelveydeath on April 11, 2011. As discussed in
more detail below, Prudential sent letters to Mr. McKelvey’s family members indicating that,
according to Prudential’'s records, Mr. McKey did not name a beneficiary. Ms. Banks
repeatedly asserted that she was the nameeéfibmry of Mr. McKelvey’s life insurance
benefits. Prudential maeined in response thtiere was no beneficiadesignation on file and
that it would pay the benefits in order of the lEghclass survivor, per the Plan’s provisions. In
November 2011, Prudential paid the benefils Mr. McKelvey’'s mother, at which time
Prudential still maintained that there was beneficiary designation on file (AR. 8, 70).
Prudential apparently located the original beneficiary forms in December 2011 and produced

them to Ms. Banks’s counsel on December 19, 2011 (AR. 71). However, Prudential continued to

' The administrative recordgee Dkt. No. 19, was filed undeseal, in conventional

format, and will be cited herein as “AR.”



deny Ms. Banks’s claim, stating in a DecemB@r 2011, letter to Ms. Banks’s counsel that Mr.
McKelvey became thde factoowner of the policy after hend Ms. Banks divorced and that, at
the time of his death, Mr. McKelvey had notrmed a beneficiary for the policy. Ms. Banks
subsequently filed suit.
A. The Plan

For the pertinent language of the Plan, the parties reference the Group Universal Life
("*GUL") booklet-certificate, which became fettive on January 1, 2005, and replaced any
previous certificates issued on the policy (AR. 280-317). The Plan applied to all former
“Associates” who were insuleunder Group Contract dN G-43939-AR on the day their
employment terminated (AR. 283), which indes Ms. Banks. The GUL booklet-certificate
includes a definition sectiaihat provides in part:

Associate: A person employed by the Employer, a proprietor or partner of the

Employer. The term also applies to tpatson for any rights after the insurance
ends.

Associate Insurance: Insurance on the person of an Associate.

K%k

Covered Personunder the Universal Life Covage including any of the
additional provisions that may be pat the Universal Life Coverage: An
Associate who is insured for Assod@ainsurance under that Coverage; a
Qualified Dependent for whom an Assaig is Insured for Dependents Insurance
under that Coverage.

Dependents Insurance:Insurance on the part of a dependent.

*kk

You: A former Associate.

(AR. 306).
Under the rules for eligibility, a “QualifieDependent” for dependents insurance is the

associate’s spouse, except while the spouse &tive duty in the armed forces of any country
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or while the spouse is insured for associaterarste (AR. 288-89). To be eligible for ependents
insurance, the associate must be eligible dssociate insurance, must have a “Qualified
Dependent,” and that “Qualified Dependent” must have been covered for dependents insurance
on December 31, 2004 under the prior carrier’'s . 288). Dependents insurance begins on

the first day of the month coinciding with olltawing the date on which the person is a qualified
dependent and the associate meets severalrggments, including that “You [the former
associate] have enrolled on a form approvedPbydential and agreet pay the required
contributions” (AR. 290).

In the “General Information” section, the booklet-certificate’sefiBficiary Rules”
provide in part: “Beneficiary’means a person chosen, ofoem approved by Prudential, to
receive the insurance benefitsYou have the right to choosg Beneficiary. If there is a
Beneficiary for the insurance, it is payabletihat Beneficiary.” (AR. 303). The beneficiary
rules allow the associate to change the berefi@as follows: “You may change the Beneficiary
at any time without the consent thfe present Beneficiary. THeeneficiary change form must
be filed through the Employer. The change will take effect on the date the form is sigded.” (
The beneficiary rules furtheprovide: “Any amount of insurece for which there is no
Beneficiary at your death will bpayable to the first of the following: Your (a) surviving
spouse; (b) surviving child(renp equal shares; (c) survivingarents in equal shares; (d)
surviving siblings in equal shares; (e) estatéd’) (

The rules for “When Insurance Ends” asagsociate and dependents insurance provide
for continued coverage when the insuranceuld otherwise end for certain reasons. That
provision states inelevant part:

Continued Coverage Under the GroupContract for Associates and Their
Dependent Spouses: If a persons’ Face Amount of Insurance under the



Universal Life Coverage and any of the additional provisions made a part of the
Universal Life Coverage would, butrfthese provisions, end because:

(2) the Associate ceases to be in the Covered Classes for the insurance; or

(2) the Associate’s class has been removed from the Covered Classes for the
insurance; or

3) with respect to a person who isl@pendent spouse, the Associate dies or
is divorced from that spouse;

the person’s Universal Life Coverage and any of the additional provisions made a
part of the Universal Life Coverageilwbe continued beyond the date it would
have ended above.

(AR. 307).

The “Effective Date” of such coverage is “the first day of the month after Prudential
receives notice that your Universal Life Coverageluding any of the adtional provisions that
may be a part of the Universal Life Coverageder the Group Contract would have ended.”
(AR. 308). Continued coverage ends whenGheup Contract ends @rhen “you,” which under
the Plan is defined as the former associate (AR. 306), fail to pay when due “any contribution that
is required to keep a person’s insurance in force. But failure to cotribute for Dependents
Insurance will not cause your Assaig Insurance to end.” (AR. 308).

Although not discussed by either party, tharPincludes a “ConversioPrivilege” that
provides, “If a person’s face amount of insurannder the Universal Life Coverage ends for the
reason stated below, the person may convert todividual life insuranceantract.” (AR. 295).
“The reason is all face amount of insurance #mpgties to you or, with respect to your dependent
spouse, to your dependent spouse, under tbap3Contract for your class ends by amendment
or otherwise.” Id.)

Generally, for the conversion privilege to be available:

A person must apply for the individuabrtract and pay the first premium by the
later of:



(1) the thirty-first day after the pens's face amount of surance ends and

(2) the fifteenth day after the perstias been given written notice of the
conversion privilege. But, in no evemay insurance be converted to an
individual contract if te person does not applyrfthe individual contract
and pay the first premium prior toeminety-second daytaf the person’s
face amount of insurance ends.

(AR. 296).
However, in the event of death durithgg conversion period, the Plan states:

The amount a person had a right to convedrtondividual contret is included in
the death benefit if the person dies:

(1)  Within 31 days after the person’ssaamount of insurance ends; and

(2)  While the person has the right to cortviae face amount of insurance to
an individual contract.

It is included even if the pawa did not apply for conversion.

(1d.)
B. Claim History

Mr. McKelvey died on April 11, 2011. OApril 15, 2011, a claims coordinator at
Prudential sent letters to Mr. McKelvey’'s family members indicating that, according to
Prudential’s records, Mr. McKelvegid not name a beneficiary (AB0O). Prudential asked the
family members to submit Mr. McKelvey’s deathrtificate, a completed beneficiary statement
form, and a completed preferential beneficiary statement (“PB&)) (An internal record dated
July 21, 2011, provides: “Pleasdeeto image 28 of the Group Certéite that statethat if the
insured and employee are divalcéhe coverage continues foetimsured. Jack McKelvey was
covered under this contracttae time of death and coveraigepayable by PBS.” (AR. 24).

Ms. Banks submitted a beneficiary statement dated June 19, 2011, in which she identified

herself as the beneficiary of Mr. McKelveylige insurance (AR. 83). On June 23, 2011, Ms.



Banks called Prudential and explained that ahé Mr. McKelvey had diorced but said that
someone at Wal-Mart told her she was entitleth®benefit (AR. 47—48). Prudential informed
Ms. Banks that there was no beneficiary onflilleMr. McKelvey and tht Prudential would pay
benefits based on PBS to the highest surviving haacording to Prudential’s internal records,
Ms. Banks indicated that Mr. Md@lvey had one daughter andatiVis. Banks would have the
daughter complete and submit a PBS form With McKelvey’s death certificate (AR. 48).

On June 23, 2011, Ms. Mace submitted a PBstiflying herself as Mr. McKelvey’s
daughter (AR. 89-91). Prudential then discoveratl Ms. Mace was not listed as a survivor of
Mr. McKelvey in his obituary and requestétbm Ms. Mace legal proof that she is Mr.
McKelvey’'s daughter (AR. 46). In a July 2011, telephone call, Ms. Banks said she thought
she was already Mr. McKelvey’s beneficiarydazonfirmed that Ms. Mace was Mr. McKelvey’s
step-daughter, not his biologlcar adopted daughter (AR. 43)Prudential explained the PBS
function, and Ms. Banks said she would send irttarlexplaining her position on the matter. In
a second phone call aly 1, 2011, Ms. Bankisdicated that she wantesting the claim and
said that she was designated as the beagfiavhen the policy was taken out, she and Mr.
McKelvey never made any changes, she waotineer of the policy, and she wanted benefits
paid to her as she had been paying the polieypnjpum all along (AR. 45). Prudential instructed
Ms. Banks to send in a letter contesting tblaim in writing. Barbara McKelvey, Mr.
McKelvey’s mother, submitted a PBS dated July 18, 2011, seeking payment of the life insurance
benefits on Mr. McKelvey’s dependsrinsurance coverage (AR. 96—106).

By letter dated July 28, 201PBatricia Moore, a claimsoordinator with Prudential,
informed Ms. Banks that Prudential was unableeioder a benefit determination at that time

(AR. 61). Ms. Moore’s letter stated that tHeeneficiary designation must be in writing on a



form acceptable to Prudential that is propeelyecuted by the insured and filed with the
policyholder” (d.). Ms. Moore’s July 28, 2011etter recited the policprovision for the order
of payment to survivors in the event that thereaglesignated beneficiaryhe letter stated that
“you are not the named benefigiaand you do not qualify as theghiest-class survivor in order
of preference” Id.). Ms. Moore stated that Prudehtimould withhold payment to allow Ms.
Banks to take action she deemed necessaryoteqgirher interest and instructed Ms. Banks to
provide the legal basis for her ctato the insurance proceeds.

Ms. Banks placed a phone call on August 4, 2011, asking for policy information in
writing explaining why Prudential did not notifyer that she was norger the policy owner
after divorce (AR. 40). On August 11, 2011, MBsinks submitted a complaint to the Arkansas
Insurance Department (AR. 110, 116-17). Msnk&aattached to hectomplaint with the
Arkansas Insurance Departmenretier she had sent to Prudehaihsome point prior to August
11, 2011, explaining her position that she tookinstirance on herself and Mr. McKelvey and
that she was named as the beneficiary on Mr. McKelvey’s life insurance with Ms. Mace as the
beneficiary in the case of both Ms. BanksiwdaMr. McKelvey’'s deaths (AR. 93, 117). Ms.
Banks stated that she never received froemdliferent companies @ owned the policy any
form for Mr. McKelvey to sign to change has the beneficiary.Ms. Banks wrote in her
complaint to the Arkansas Insurance Departmestt Ibills continued to benailed to her at her
new address after the divorce, and she contitoiedake payments understanding that she was
the beneficiary. The Arkansas Insurance Depent forwarded Ms. Banks’s complaint to
Prudential and requested that Prudential progidesponse, along with a copy of the policy or

contract language supporting Pratlal’s position, a opy of the Declaratiopage, a copy of the



insurance application, complete paymenstdry, a denial letter, and other supporting
documentation (AR. 115).

On August 31, 2011, Ms. Moore on behalf Bfudential wrote to Ms. Banks that
Prudential had not yet receivedesponse to its Jul®8, 2011, letter requesting that she provide
the legal basis of her claim (AR. 64). Prutiginagain stated that ¢hbeneficiary designation
“must be in writing on a form acceptable to Prudential that is properly executed by the insured
and filed with the policy holder’ral repeated that the benefits wabble paid in accordance with
policy provisions if no beneficiary was designatitl)( Prudential stated would withhold the
funds for an additional 15 days. Prudentiaitsa letter to Barbar McKelvey on August 31,
2011, as well, indicating that ivas currently reviewing the information provided by “the
competing claimant” (AR. 65).

Ms. Banks’s counsel contacted Prudenbwalletter dated September 8, 2011, indicating
that he was assisting Ms. e and requesting g and all documentain concerning this
benefit as well as an explarati as to why this has not bepaid following her ex-husband’s
death ....” (AR. 126). Bdential responded by lettertdd September 12, 2011, and provided
Ms. Banks’s counsel with a copy of the booldettificate. Prudentiad’ letter included an
incomplete quote of the “When Insurance Endsttion regarding continued coverage that
omitted the language stating that coverage woalttinue (AR. 66). Prudential did not provide
further explanation and did not ntem beneficiary designations.

Also on September 12, 2011, Prudential respomal¢ite Arkansas Insurance Department
regarding Ms. Banks’s complaint RA 144). Prudential, in its bfiag, cites this letter claiming
it provided “a straight-forward synopsis regaigliwhy Plaintiff's claimwas denied” (Dkt. No.

24, at 5 n.2). Prudential’s letter to the Arkankesirance Department attached the Group Policy



Certificate, cited the provision @h an eligible dependent is a spouse, and explained that a
dependent’s Universal Life insance “will be continued beyonddldate it would have ended”
due to divorce (AR. 144). Prudential statedhe letter, “Since according to the Certificate Mr.
McKelvey was no longer an elige dependent [after the 20@Bvorce] but his universal life
insurance continued, he was tihe facto owner of this insure@ coverage. A beneficiary was
not chosen for this insurance atie benefit is payable to the following surviving heir in this
order: spouse, child(ren); pars(®); sibling(s); estate.”Id.). Prudential wrote that it was not
including with its response the original insuzarapplication as requested because “the insurance
was established prior to the effective date ofd@ntial’s administration diVal-Mart’s Universal
Life insurance program.” (AR. 145).

On September 20, 2011, Ms. Banks’s coumesponded to Prudential’'s September 12,
2011, letter and stated that he believed he vedeonly a partial copy ahe policy (AR. 148).
Citing his review of the information thawas provided, Ms. Banks’'s counsel asked how
Prudential could deny the payment to Ms. Bankshé was the designated beneficiary and all
premiums were paid to date. Ms. Banks@unsel asked for the remainder of the policy
information to determine whether to instigditigation. On October 20, 2011, Prudential wrote
to Ms. Banks’s counsel and stated that Prtidewas providing another 15 days to undertake
action to protect Ms. Banks’s interest in themlaPrudential did not address counsel’s questions
raised in his September 22011, letter. Also on Octob&0, 2011, Prudential wrote to Ms.
Banks reiterating that a competing claim had been filed and statingrtidential would contact
Ms. Banks within 15 days to advisetbE status of her claim (AR. 67—-68).

On October 31, 2011, Ms. Banks’s counsel wtot®rudential and made clear that Ms.

Banks claimed legal entitlemetd the benefit “as the namedradiciary on the policy.” (AR.
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151). Ms. Banks’s counsel further wrote, “Iviearequested from your office a copy of the
change in beneficiary form executed by Jack D. McKelvey, which has yet to be provided. If the
beneficiary form [has] neverelen changed, Mrs. McKelvey the legal rightful beneficiary
under this policy of insurance. Providing meapy of the change in beneficiary form executed
by Mr. McKelvey, if it exists, would xpedite this claim and process.”ld{. Prudential
responded on November 2, 2011, that it was still enabrender a benefit determination at that
time. Prudential wrote that Mr. McKelvey ditbt have a beneficiargn file and quoted the
provision regarding payment to surviving heirs in the absence of a designated beneficiary.
Prudential stated that it would withhold funds &n additional 15 days for Ms. Banks'’s counsel
to “legally restrain [Prudential] from releasitige proceeds as per the policy provisions.” (AR.
69). According to Prudential’s internal receydPrudential determined on November 18, 2011,
to pay the proceeds to Mr. McKelvey’'s mother (AR. Prudential states fart in this internal
record, “The insured was the owner of thdigyosince the employee and the insured were
divorced” (d.).

On December 2, 2011, Ms. Banks’s counssdponded to Prudential’'s November 2,
2011, letter, in response to Prudential’s statertiexitno beneficiary wasesignated, and wrote:
“I have an absolute belief th#iis is false.” (AR. 153).Ms. Banks’s counsel requested the
original application for the insurance and stdtet Ms. Banks was present when the application
was executed and saw her name listed as thefibmry. Prudentia$ internal records and
emails reflect that on December 6, 2011, adential employee asked another Prudential
employee to look into counsel’s request for thpligation, with one email stating: “We do not
have anything on file for him. There is no bieiary form or application.” (AR. 7, 154-55).

Prudential sent Ms. Banks’s counsel a letter on December 7, 2011, that enclosed “a copy of the
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screen print showing no benefigravas on file for McKelvey.” (AR. 70). That letter informed
Ms. Banks’s counsel that the proceeds weld paMr. McKelvey’'s mother on November 21,
2011. Prudential’s internalecords show that Prudential ¢tmmed to attempt to locate the
enrollment forms (AR. 4, 154).

Ms. Banks’s counsel responded on DecenilZr2011, and again requested the original
application, repeating that the original apgtion listed Ms. Banks as the beneficiary of Mr.
McKelvey's dependents insurance coveragdR.(A57). Prudential located or obtained the
original enroliment and beneficiary forms sometime between December 16 and 19, 2011, and
forwarded copies to Ms. B&s’s counsel on December 19, 2011 (AR. 2-5, 71). Prudential did
not address in that letter the significance of th@lénent forms in any way; it simply listed an
incomplete quote of the cbnued coverage provision.

On December 29, 2011, Ms. Banks’'s counsebtevrthat he believed that Prudential
misunderstood Ms. Banks’s claim, reiterated thiat Banks was listed as the beneficiary, and
noted that Prudential had accepted from Ms:akBapremiums on Mr. McKelvey’s dependents
insurance coverage for 15 years (AR. 167). BEnk’s counsel wrotéNothing in your policy
allows your company to summarily change thedfieiary based on any policy language that |
have reviewed,” and demanded payment within 10 days (

Prudential wrote to Ms. Banks’s cowhson December 30, 2011, providing the
explanation that Ms. Banks amdr. McKelvey were divorced prioto Mr. McKelvey’'s death,
with an incomplete reference to the provisiémswhen insurance ends and continued coverage
(AR. 72). Addressing the enrollment form for the first time, Prudeatihowledged that the
enrollment form named Ms. Banks as the beraficbut stated, “The enroliment form that was

dated March 1995 was signed by Ms. McKelvey mantierself as the befigary for her spouse
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at that time. Spouse coverage ended after and Mrs. McKelvey we divorce [sic], Mr.
McKelvey became the owner of the policy her sl not name a beneiary for his policy.”
(Id.). The next correspondencetime record is a February 17, 2012, letter from Ms. Banks’s
counsel serving Prudential with MBanks’s complaint (AR. 171).

Il. Standard of Review

Under ERISA 8§ 502, a participaimt or beneficiary of an ERBA plan may bring a civil
action to “recover benefits due to him under thengeof his plan, to enforce his rights under the
terms of the plan, or to clarifiis rights to future benefits undéhe terms of ta plan.” 29
U.S.C. § 1132(a)(1)(B).See Outzen v. Fed. Deposit Ins. Corp., ex rel. State Exam’r of , Banks
948 F.2d 1184, 1188 (10th Cir. 1991The overall policy of ERISAS to protect participants’
expected payments.”). The parties agree on the standard of review for eligibility determinations
under an ERISA plan that, as is the case hgmants the administrataliscretionary power:
“Where a plan gives the administrator discregignpower to construencertain terms or to
make eligibility determinations, . . . the administrator’s decision is reviewed only ‘for abuse . . .
of his discretion,” and the adminiator’s interpretation of uncertaterms in a plarwill not be
disturbed if reasonable.’King v. Hartford Life & Acc. Ins. Cp414 F.3d 994, 998-99 (8th Cir.
2005) (citation omitted) (quotin§girestone Tire & Rubber Co. v. Brucd89 U.S. 101, 111
(1989)).

Courts have identified several factors todo@sidered in determining the reasonableness
of the plan adminisator’'s decisions.King, 414 F.3d at 999. “Theseaclude ‘whether their
interpretation is consistent with the goalstioé Plan, whether their interpretation renders any
language of the Plan meaninglesdnternally inconsistent, whegr their interpretation conflicts

with the substantive or proderal requirements of the ERISétatute, whether they have
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interpreted the words at issue consistently, whether their interpretation is contrary to the
clear language of the Plan.Td. (quotingFinley v. Special Agents Mut. Benefit Assoc.,, 1967
F.2d 617, 621 (8th Cir. 1992)). “These so-calleshley factors’ inform our analysis, but [t]he
dispositive principle remains . . . that wleplan fiduciaries have offered a reasonable
interpretation of disputed provisions, courts nmay replace [it] with an interpretation of their
own—and therefore cannot didburas an abuse of discratiothe challenged benefits
determination.” Id. (internal quotation marks omitted) (quotidg Nobel v. Vitro Corp.885
F.2d 1180, 1188 (4th Cir. 1989)YAny reasonable desion will stand, eveif the court would
interpret the language differenths an original matter.Manning v. Am. Republic Ins. C&04
F.3d 1030, 1038 (8th Cir. 201&ee also Rutledge v. Liberty Life Assur.,d&1 F.3d 655, 659
(8th Cir. 2007) (“[W]e musaffirm if a reasonable persaould have reached a similar decision,
given the evidence before him, not that a reasonable pex@ald have reached that decision.”
(internal quotation marks omitted)).

Abuse-of-discretion review “eures that an administraterdecision is supported by
substantial evidence, that is, such relevavidence as a reasonable mind might accept as
adequate to support a conclusionKing, 414 F.3d at 999-1000 (internal quotation marks
omitted). “Substantial evidence is more than a reemtilla. It means such relevant evidence as
a reasonable mind might accept asqate to support a conclusionlackson v. Metro. Life Ins.
Co, 303 F.3d 884, 887 (8th Cir. 2002). The Court&infocus on the evidence available to the
plan administrators at the time of their decision and may not admit new evidence or quustider

hocrationales.” Conley v. Pitney Bowe4$76 F.3d 1044, 1049 (8th Cir. 1999).
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lll.  Analysis

Ms. Banks characterizes Prudential’s dexisias voiding Ms. Banks’s beneficiary
designations for Mr. McKelvey’'s dependents life insurance. Ms. Banks argues there is no
language in the Plan requiringr. McKelvey to designate aew beneficiary following his
divorce from Ms. Banks. Prudeal argues that it did not abuse its discretion in interpreting the
Plan to determine: (1) thaihce Ms. Banks and Mr. McKelveyere divorced, Mr. McKelvey
was no longer Ms. Banks’s spouse and, therefwas,no longer an eligible dependent under the
terms of the Plan; (2) that Mr. McKelvey’s lifasurance coverage continued after the divorce,
under the terms of the Planijth Mr. McKelvey as thale factoowner of the coverage; and (3)
that there was no valid benefcy designation for the life insuree coverage on Mr. McKelvey
at the time of his death, and sisch, the beneficiary rules of the Plan applied, directing payment
of the life insurance proceeds to his clésesviving heir (Dkt. No. 24, at 11).

The Court agrees with Prudential that it was not an abuse of discretion in interpreting the
Plan to determine that Mr. McKelvey was hlanger an eligible depelent spouse under the
terms of the Plan after he ahts. Banks divorced. The Court fodr agrees that a determination
that Mr. McKelvey’s coverage continued aftee divorce per the Plan’s provision for continued
coverage was reasonable and not an abusesafetion, although Prudential’s failure to explain
through reference or citation to Plan documéistassertion that Mr. McKelvey became thee
facto owner of the coverage presera challenge to the reviewy Court. The Court also
concludes that, after review tfie Plan documents and basgzbn the deferential standard of
review, Prudential did not abuse its discretiom@termining that there was no valid beneficiary
designation for Mr. McKelvey’s lg insurance on file with Prudential at the time of his death.

Therefore, the Court concludes there was bosa of discretion in Prudential’s determining
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eligibility for benefits under the Plan and in denying MBanks’s claim for life insurance
benefits.
A. Prudential’s Interpretation And Benefits Determination

In response to Ms. Banks'’s argument, Prudeasigerts that it did not void a beneficiary
designation. Rather, Prudential suggests that there was never a valid beneficiary designation,
noting that it was Ms. Banks who made the t&con Mr. McKelvey’s life insurance in 1995
and stating, “Plaintiffnot Mr. McKelvey, then signed the [Pendent Optional Life insurance
enrollment form, making the alleged beneficiargidaation that is now thgource of Plaintiff's
claim.” (Dkt. No. 24, at 14). Prudential conts that the life ingance coverage on Mr.
McKelvey “was not, ultimately, subgt to Plaintiff's control.” Id.).

As an initial matter, the Court notes thau@ential did not originally contend that Ms.
Banks’s beneficiary designation was ineffectiv&kather, Prudential repeatedly asserted the
absence of any beneficiary designation on file. Rrtiglemaintained this position at the time it
paid the benefits to Mr. McKelvey’'s mother in November 2011. It was only after this, in
December 2011, that Prudential eventually ledaMs. Banks’s original 1995 beneficiary
designations, after which Prudential indicatedténDecember 30, 2011, letter to Ms. Banks’s
counsel that this designation was somehowffectve. Prudential’'s representation to Ms.
Banks’s counsel on December 30, 2011 is not iristerd with the position taken by Prudential
prior to locating the original995 beneficiary designatiorin August 31, 2011, correspondence
to Ms. Banks, Prudential statéuat “[tlhe beneficiary deghation must be in writingn a form
acceptable to Prudentiathat is properly executed by the insureand filed with the
policyholder.” (AR. 64) (emphasis added). biisitely, this determination by Prudential satisfies

this Court that there was abuse of discretion.
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B. The Language Of The Plan Documents

As described above, the Plan defines “You'ttas former associate—Ms. Banks in this
case—and the Plan’s beneficiarjes state: “You have the right to choose a Beneficiary. If
there is a Beneficiary for thesarance, it is payable to thaeneficiary.” (AR. 303).

Further, the rules for obtaining dependentsurance provide in part that dependents
insurance becomes effective after “You have kgdloon a form approved by Prudential . . . .”
(AR. 290). Under the rules faligibility, a “Qualified Dependeiitfor dependents insurance is
the associate’s spouse, except while the spause active duty in the armed forces of any
country or while the spouse issired for associatesarance (AR. 288—-89). To be eligible for
dependents insurance, the assecmtst be eligible for asso@ainsurance, the associate must
have a “Qualified Dependent,” and that “Quaitfi Dependent” had to have been covered for
dependents insurance on December 31, 2004 ureleritr carrier’s plan (AR. 288).

At the time Ms. Banks took out the policyetilan called for Ms. Banks, the former
associate, to enroll for dependents insurance and designate beneficiaries. Moreover, the
enrollment form Ms. Banks signed at the time ghrolled for dependents insurance required an
associate signature, not the signature of thpeddent spouse (AR. 178). Ms. Banks and Mr.
McKelvey divorced in 2003, well before December 31, 2004, but failed to inform Prudential of
their divorce until the time of Mr. McKelvey’s ddmt It is not clear that, under the terms of the
Plan, Mr. McKelvey was eligible for dependents insurance at tang under this Plan
administered by Prudential by virtoéthe language of this provision.

Further, the Plan states that dependerdarance begins on theadi day of the month
coinciding with or following the date on whidhe person is a qualified dependent and the

associate meets several requirements, includiag“¥ou [the former associate] have enrolled
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on a form approved by Prudential and agreegayp the required conbutions” (AR. 290).
There is no indication here that the forntiating dependent spouse coverage was approved by
Prudential, and Prudential appears to take igstiethe form executed by Ms. Banks by arguing
that “[p]laintiff, not Mr. McKelvey, then signed the [Pendent Optional Life insurance
enrollment form, making the alleged beneficiargidaation that is now thgource of Plaintiff's
claim.” (Dkt. No. 24, at 14).

Ms. Banks argues that, if she were requireéiiéopaperwork afteher divorce from Mr.
McKelvey, Prudential failed to notify her. uUrfential responds that it had no notice of the
divorce until after Mr. McKelvey's death andathMs. Banks was not entitled to “specialized
notification” of “the specificimpact of a plan’s terms on them based on their personal
circumstances.” (Dkt. No. 24, at 12-13ee Maxa v. John Alden Life Ins. C&72 F.2d 980,
985 (8th Cir. 1992) (“The great foaity of courts . . . hava@ot imposed upon an ERISA plan
fiduciary the duty individually to notify participangd/or beneficiaries of the specific impact of
the general terms of the plan upon them.”).e Qourt agrees with Prudential; its position is
consistent with controlling law.

Even if Mr. McKelvey were eligible for dependents insurance under the Plan
administered by Prudential, in its initial deteration regarding this matter and consistently in
addressing this matter, Prudential has takem position that Mr. McKelvey's dependents
insurance coverage ended upon divorce. Thiseflected in Prudential’s briefing and in
Prudential’'s December 30, 2011, letterMs. Banks’s counsel, stag) that “[s]pouse coverage
ended” after the divorce (AR. 72). The Cioagrees that Mr. McKelvey was no longer a

gualified dependent as defined in the Plan after his divorce.
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An internal Prudential record dated July 2011, provides: “Please refer to image 28 of
the Group Certificate that statéisat if the insured and engylee are divorced, the coverage
continues for the insured. Jack McKelvey waseared under this contract at the time of death
and coverage is payable by PBS.” (AR. 24).gd’28 of the Group Certificate refers to the
“Effective Date” of the Continued Coverage Undee Group Contract for Associates and Their
Dependent Spouses (AR. 307-08). No party disghtsPrudential first received notice of Mr.
McKelvey and Ms. Banks’s divorce, the qualifying event for dependent spouse continuing
coverage, when Prudential received notice of MizKelvey's death. The Effective Date for the
dependent spouse continuing coverage was “thediing of the month aftéPrudential receive[d]
notice” of these events.

Prudential contends that Mr. McKelvey wasguged to designate laeneficiary after his
and Ms. Banks’s divorce because he became déhéactoowner of the insurance coverage.”
The Court acknowledges that Prutial's explanation for its deterimation of this change of
ownership of the policy is thinThe sole explanation offered in the record and in Prudential’s
briefing is that, because Mr. McKelvey was no longer an eligible dependent after divorce but his
universal life insurance continued, he wasdbdactoowner of his insurance coverage. Neither
Prudential’s internal records nor its briefingrovide a meaningfulexplanation for its
interpretation that the dependent spousdicoimg coverage provision made Mr. McKelvey the
owner of the dependentssiimance coverage Ms. Banks took out on him.

In one sentence in its briafj, Prudential states that M¥cKelvey's life insurance
coverage “continued as a form of independmerage,” again citing the Continued Coverage
provision (Dkt. No. 24, at 14) The Continued Coveragerovision does not include any

language indicating that dependent spousetimaing coverage continues “as a form of
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independent coverage.” Refagito coverage for associatasd their dependent spouses, the
Plan simply states the person’s insurance i@ge continues, with no mention of dependents
insurance converting to an indilial policy or the need for awebeneficiary dsignation. The
Continued Coverage provisionags, in regard to contribatis, that “[tthe amount of the
contributions required to keepetlinsurance in force will be fiierent than the amount you have
been contributing. Contributions Wbe payable directly to Prudgal.” (AR. 308). Nothing in
the Continued Coverage provisiofigis to automatic conversion.

In fact, the possibility of conversion to inkndent coverage appears to be addressed in
an entirely separate portionf the Plan that Prudential has not discussed—the Plan’s
“Conversion Privilege,” which provides that, undertain limitations, an associate or dependent
spouse may convert their coverage to an iddii life insurance contract and addresses the
situation when death occurs chgithe conversion period (AR. 295-96).

Unlike the Conversion Privileg the Continued Coverage provision makes no reference
to converting to an individual life insurancentract. These are entirely separate policy
provisions. The distinction between continued coverage and the conversion privilege is further
evident in the Plan’s fmguage that the death benefit is payable upon written proof of death if the

person dies “while a Coverdéerson under the Universal Lifeoverage,” “while under the
extension for the Universal Life Coverage,” within the timeframe under which person may
convert to an individual contract (AR. 291).

While Prudential’s tle factoowner” position is difficultto reconcile with the Plan
language on this administrativecoed, it remains that, when tifted of Mr. McKelvey’s death

and contacted by Ms. Banks, Prudential informed Bésks that there was no beneficiary on file

for Mr. McKelvey and that Prudential would phgnefits based on PBS to the highest surviving

20



heir (AR. 47-48). In the “Genalr Information” section, th&ooklet-certificate’s “Beneficiary
Rules” provide in part: *“Berf&iary’ means a person chosean a form approved by
Prudential to receive the insurance béite You have the right tehoose a Beneficiary. If
there is a Beneficiary for the insurance, itpeyable to that Benefaiy.” (AR. 303). The
beneficiary rules allow the associate to chatigebeneficiary as follows: “You may change the
Beneficiary at any time without the consent af firesent Beneficiary. The Beneficiary change
form must be filed through the Employer. The change will take effect on the date the form is
signed.” (d.). The beneficiary rules fther provide: “Any amount ahsurance for which there
is no Beneficiary at your death wile payable to the first of éhfollowing: Your (a) surviving
spouse; (b) surviving child(renh equal shares; (c) survivingarents in equal shares; (d)
surviving siblings in equal shares; (e) estatéd’)(

By letter to Ms. Banks dated July 28, 2011, N#oore of Prudential stated that the
“beneficiary designation must be in writing anform acceptable to Prudential that is properly
executed by the insured and filed with the policgles! (AR. 61). Ms. Banks was never able to
produce a beneficiary designation in writimgn a form acceptable to Prudential that was
executed by the insured and filedttwthe policy holder.

For these reasons, this Court cannot say dhathis administrative record Prudential’s
determination on eligibility for benefits undeetRlan, and in denying Ms. Banks’s claim for life
insurance benefits, was an abuse of discretiBrudential’s decision, vém considered in the
light of theFinley factors, is consistent with the goals of the Plan, is not an interpretation that
renders any language of the Plagamingless or internally incongst, is not arninterpretation
that conflicts with the substamé or procedural requirements the ERISA statute, does not

indicate an inconsistent interpretation of the watlssue, and is not anterpretation contrary
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to the clear language of the PlaBee Finley957 F.2d at 621-22. Where all parties agree that
the abuse of discretion standard appleesd where Prudential has offered a reasonable
interpretation of disputed provisis, this Court may not replace thdth an interpretation of its
own, even if the Court would terpret the language differently as an original mattS&ee

Manning 604 F.3d at 1038.

For the foregoing reasons, the Court finds thatdential did not abesits discretion in
disregarding Ms. Banks’s bei@ary designation for Mr. McKleey’s dependents insurance.
SO ORDERED this the 30th day of March, 2015.
Kristine G. Baker
UnitedStateDistrict Judge
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