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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

LAWRENCE GAVIN,
Plaintiff,
V. No. 12 C 6178

LIFE INSURANCE COMPANY OF,
NORTH AMERICA and CORN PRODUCTS

INTERNATIONAL, INC. MASTER
WELFARE AND CAFETERIA PLAN,

A e AR N

Defendants.

MEMORANDUM OPINION AND ORDER
IDENTIFYING DE NOVO REVIEW AS THE APPLICABLE
LEGAL STANDARD IN THIS CASE

JAMES F. HOLDERMAN, Chief Judge:

On June 6, 2012, plaintiff Lawrence Gavin (“Gavin”) filed a complaint in this court
seeking to recover long term disability (“LTD”) benefits allegedly dugewn the terms of an
LTD group policy of insurance, Policy Number LK0960591 (“Policy”), which isamalitten,
funded, and administered by defendant Life Insurance Company of North Amé&iNA’() for
the benefit of employees of Corn Products International, Inc. (“CPI”).. (ikt1 (“Compl.”) 19
1, 4.) The Corn Products International, Inc. Masterfaveland Cafeteria Plan (the “Plan”), also
named as a defendant, was established to provide employee welfare benefileyeeswgi CPI
in accordance witlthe Policy. [d. § 6.) Gavin brings his claims against LINA and the Plan
pursuant to the Employee Retirement Income Security Act of 1974 (“ERISA”) 8)8D7B),
codified at 29 U.S.C. § 1132(a)(1)(B).

On November 8, 2012, the court ordered briefing on the issue of the appropriate standard

of review to apply in this case and any associated limite@scope of discovery. (Dkt. No.
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14.) For the reasons set forth below, the court holdgtbde novo standard of review applies,
such that this court will independently determir@sed on the evidence presented in this case
whether Gavin is entitled to LTD benefits under the terms of the PdAlbgliscovery relevant
to this independent determination will be permitted, subject to the Federal Ruleg of C
Procedure and any applicable discovery rulings made by this court or byigmedsaagistrat
judge.

BACKGROUND

At this stage of the proceedings, the court accepts as true aplaatled factual
allegations set forth in the ComplairiticReynolds v. Merrill Lynch & Co., Inc., 694 F.3d 873,
885 (7th Cir. 2012).

The Policy states, in relevant part, that an employee “is considered Didabtadly
because of injury or sickness, he or she is: (1) unable to perform the matergabtibtgeor her
Regular Occupations; and (2) unable to earn 80% or more of hes tmdexed Earnings from
working in his or her Regular Occupation.” (Compl. Ex. A at 2.)

Gavin was employed by CPI as a Senior Process Engineer until Febu2011, when
he stopped working due to a combination of osteoarthritis, Marfan’s syndrome, and severe
depression. (Compl. 11 9-10.) After an occupational health physician deemed Gavibléncapa
of working, Gavin submitted a claim for LTD benefits to LINAId. § 10.) LINA denied
Gavin’s claim for LTD benefits on August 11, 2011d.X

Gavin thereafter appealed LINA's initial decision to deny LTD benefiteprstiing
additional medical records as well as the Social Security Administration’s detsipprove
disability benefits for Gavin based on a disability that began on February 16, 2011 Xt

12.) On July 26, 2012, LINA upheld its initial decision to deny Gavin’s claim for LTD lenefi

'The parties agree that LINA was the designated “Claims Administrator” for the Policy, as discussed in n. 2 below.
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(Id. § 13.) Gavin filed his Complaint on June 6, 2012, alleging that “[t]he evidence submitted to
LINA establishes that [Gavin] has been ttonously unable to return to work since February 16,
2011, and thus met and continues to meet the Policy’s definition of disability since &yat dat

and that he is therefore entitled to LTD benefits under the terms of the R@iampl. § 15.)

APPLICABLE LAW

The Supreme Court has held that “a denial of benefits challenged uhtig?2(®)(1)(B)
is to be reviewed underde novo standard unless the benefit plan gives the administrator or
fiduciary discretionary authority to determine eligibility for benefits or tostae the terms of
the plan.” Firestone Tire & Rubber Co. v. Bruch, 489 U.S. 101, 115 (1989). The default for
denial ofbenefits cases thus “independent decision” by the couftschermann v. Aetna Life
Ins. Co., 689 F.3d 726, 728 (7th Cir. 2012)Alfsent clear language to the contrary, plans are
read to provide for searching judicial review of benefits detaatians: plenary review of the
administratois interpretation of the facts and plan, fortified by the district ceutiscretionary
authority to hear evidence that was not presented in the administrative prdeatssn v.

MFS&un Life Fin. Distributors, Inc., 480 F.3d 478, 485 (7th Cir. 2007) (internal citations
omitted);see also Comriev. IPSCO, Inc., 636 F.3d 839, 842 (7th Cir. 2011)r(‘Firestone's
framework, deferential review is exceptional, authorized only when the ctantinat establish
thepension or welfare plan confer interpretive discretion in no uncertain terms.

On the other hand, “when the plan confers discretion to interpret and implementsts term
deferential judicial review is appropridteAschermann, 689 F.3d at 728. The party invoking
deferential reviewhas the burden to establish that the language of the plan gives it discretionary
authority to award benefits.Joerandeo v. Lorillard Tobacco Co., 460 F.3d 866, 870 (7th Cir.

2006) ¢iting Gibbsv. Cigna Corp., 440 F.3d 571, 575 (2d Cir. 2006)).



ANALYSIS

1. Standard of Review

It is undisputed that the Plan is an “employee welfare benefit plan” as defirkRiISA.
See 29 U.S.C. § 1002(1). Itis also undisputed that the Plan grants full discretionary authority t
the“Committee,” appointed bZPI's Board of Directors, to interpret Plan documents and to
resolve “any questions relating to the eligibility of one or more Participantehefits from the
Plan and the amount of such benefitd1.’6 Ex. B (‘Plan Documeti) § 8.1(b)(2) and (4)xee
also 88 8.1(a), 8.1(d).)The issue in this case is that the Committee was not the entity that denied
Gavin’'sLTD claims In Defendants’ words, the question before the court “is not whether the
planconfers discretion, but wheher the Committee effectivetiel egated its discretion to LINA.”
(Dkt. No. 16 (“Defs.” Br.”) at 6 (emphases in original).)
ERISA permits the delegation of fiduciary responsibilities as follows:
The instrument under which a plan is maintained may expressly provide for
procedures (A) for allocating fiduciary responsibilities (other than deust
responsibilities) among named fiduciaries, and (B) for named fiduciaries to
designate persons other than named fiduciaries to carry out fiduciary
responsibilitieqother than trustee responsibilities) under the plan.
29 U.S.C. § 1105(c)(1). Accordingly, the court begins with the plain language of the Plan to
determine whethdhe Plan “expressly provide[s]” procedurestioe Committedo delegate its
discretionary authorityo LINA, the Policy’s Claims Administrator
The Plan states thte Committeéshall have sole discretion to delegate any of its
responsibilities to another person, such as the Plan Administrator or Clammsigtdabr.”

(Plan Document § 8.1(c).Jhe text ofthis section, titled “Delegation by the Committeddes

not explicitly set forth any specific procedures for effectingdelegation of the Committee’s



responsibilitiedo the Claims AdministratorThe Plan’sdescription of the role of the Claims
Administrator however clarifies that:
The Committee or Plan Administrator may appoint one or more
persons or entities to act as Claims Administrator under the Plan.
The Claims Administrator shall provide advice in relation to the
determination of eligibility for participation in and benefitsder
the Plan or any Group Benefit Plan, shall establish Reimbursement
Accounts pursuant to Sections 6.1(a) and 6.2(a), and shall perform
all other Plan administrative duties specified in the administrative
agreement entered into between the Corporaacting on behalf
of the Employers) and such Claims Administrator, as such
agreement may be from time to time amended.
(Id. 8 8.3.) Thus, pursuant to the plain language of the Plan, absent an “administrative
agreement” between the Corporation (e.g. @RY the Claims Administrator, the role of the
Claims Administrator is limited to “provid[ing] advice in relation to” eligibility andhbéts.
(1d)

“Courts have generally found that delegation of discretionary authoptger where a
plan documensuch as thESummary Plan Descriptionjhe Plan itself, or an amendment to the
Plan, expressly authorizes a fiduciary to delegate its authamiythe delegation ohtat
authority is found in apAdministrative Services Agreemerit]Roush v. Aetna, No. CV 09-751-
PHX-NVW, 2010 WL 2079766, at *12 (D. Ariz. May 24, 2010) (Wake(dmphasis addep)
see also Semien v. LifeIns. Co. of N. Am., 436 F.3d 805, 810 (7th Cir. 2006) (“the BP Long-
Term Disability Plan, coupled with the Administrative Servicgge®ment between BP and
LINA, established LINA’s authority and requires that decisions by the plaringstrator be
reviewed under an arbitrary and capricious standaktéyiden v. ITT Long Term Disability Plan
for Salaried Employees, 914 F.2d 1279, 1285 (9th Cir. 1990) (applying deferential review where

“the Plan gives the LTD Administration Committee discretionary authorityteenommittee

has properly designated Metropolitan as ERISA fiduciary” pursuant toaami€IAdministration



Agreement”);Kinser v. Plans Admin. Committee of Citigroup, Inc., 488 F. Supp. 2d 1369, 1378-
79 (M.D. Ga. 2007) (Royal, Japplying deferential review where than administrator
“properly delegate[d]its] discretionary authority to determine entitlement to LTD benefits to
MetLife” pursuant to anAdministrative Services AgreementGampbell v. Chevron Phillips
Chem. Co., No. 1:05€V-0273, 2006 WL 2380896, at *12 (E.D. TAxug. 15,2006) (Crone, J.)
(finding that “the Chevron Plan, via the Services Agreement and the SPD, eglagttority to
Aetna regarding benefit eligibility for the Medical Plan

The Seventh Circuit has further held thagdther, an administrative services contract
and a summary plan descriptierplairing the plan administrator’slelegation of discretionary
authorityto a thirdparty claims administrataran be considered an express grant of discretion
sufficient to “lower[ ] the standard of judicial scrutiny from de novo to abuse-ofedien,”
even if the plan itself is silent on the subject of delegatitse.Raybourne v. Cigna Life Ins. Co.
of N.Y., 576 F.3d 444, 449 (7th Cir. 2009) (finding that “the Claim Fiduciary Appointment
modifies the terms of the underlyiptan” to grant discretion tthe thirdparty claims
administratoy; accord Ehasv. Life Ins. Co. of N. Am., No. 12 C 3537, 2012 WL 5989215, at *4
(N.D. lll. Nov. 29, 2012) (St. Eve, J.) (samé)kewise,the Seventh Circuit has permittee
delegatiorof discretionary authoritpased solely on an “Administrative Service Agreenient
when “[n]othing in [the] plan, or [the insurer’s] group policy, forbids delegati@sther mann,
689 F.3d at 729.

In this casethe Plarexplicitly authorizeghe Committee to delegate its discretionary
responsibilities to a Claims Administrator, while clarifying ttheg scope of the Claims
Administrator’s role igo be defined byn “administrative agreement entered into between the

Corporation (acting on behalf the Employers) and such Claims AdministrdtofPlan



Document 8 8.3.)This case is therefore distinguishable frAachermann andRaybourne,
where theplans at issue were silent on the subjeat@legation This case is also distinguishable
from Aschermann, Raybourne, andSemien, becaus¢he Seventh Circuith each of thse cases
relied onan express contractudélegation of discretionary authority from the plan administrator
to the insurer before finding thdéferentiareviewwas appropriateHere, by contrastand
despite the plain language of the Plan—no sadrhinistrativeagreement has been produced
and it appears that none exists. Withouadministrativeagreement between CPI and LINA,
LINA is only authorized to “provide advice in relation to the determination of eliyilbdr
participation in and benefits under [the terms of the Policy].” (Plan Document § 8.3.)
Defendants argue that “the fact of thedetyation is evidenced by and explainethi
[Summary Plan Description (“SPD") (Defs.’Br. atl6.) The court agrees that the language of
the SPDtends tosuggest aattempted delegation of the Committee’s discretionary authdnoty
LINA for purpose®f determining benefits awards under the terms of the Rdlidyhe SPD’s
language, without more, does not méaat thisattemptedielegation was in fastalid. The
SPD names LINA as the Claims Administrator for the Pdliapd further satesin relevant part

that:

> The parties both cite to Appendix A of the SPD as evidence that LINA was the designated Claims Administrator for
the Policy. (See Dkt. No. 15 (“Pl.’s Mem.”) at 5; Defs.” Br. at 3.) Appendix A clearly states that the Claims
Administrator for the “Long Term Disability Plan” is:

CIGNA

12225 Greenville Ave., Suite 1000

Dallas, TX 75243

800-362-4462

WwWw.cigna.com
(Pl.’s Ex. C (“SPD”) at A-2.) By way of contrast, the “Business Travel Accident Insurance Plan” on the next line of
page A-2 names “Life Insurance Company of North America” as the Claims Administrator for that plan. The
relationship between CIGNA and LINA is not clear to the court; however, for purposes of this motion only, the
court accepts the parties’ apparent agreement that the SPD’s reference to CIGNA should be read as though it were
a reference to LINA. (See also SPD at D-1 (stating that the “Insurance Policy/Booklet” for the “Long Term
Disability” plan is provided by “CIGNA”).)



Each of your benefit plans is administered by a claims administrator, as @utline
above and detailed in Appendix A. The claims administrator has full discretion
and authority to determine eligibility for benefits and to constneeiaterpret all
terms and provisions of coverage under the respective plan.

* % %

In certain instances, the Plan Administrator has delegated some of [its]
responsibilities and authorities to third parties, including the claims
administrators.

Any interpretation or determination made under the discretionary authority of the

Plan Administrator (or its delegate, including a claims administrator) is to be

given full force and effect. The Plan Administrator, its delegate or im<la

administrator, as thease may be, has discretionary authority to grant or deny
benefits under the plans. Benefits under a plan will be paid only if the Plan

Administrator (or its delegate or a claims administrator) decides in its discretion

that the applicant is entitled tocdubenefits.

(SPD at 11, 21.)This language is consistent with the Committee’s power to delegate its
discretionary authority to the Claims Administratwrder the terms of the Plan, but does not
itself constitute aexpress delegation of discretionaryhanrity in the form of amdministrative
agreement between CPI and LINEompare Raybourne, 576 F.3d at 449 (noting that the Claim
Fiduciary Appointment “is signed by representatives of the plan and Cigna”).

The Seventh Circuit has declined to decidetivar an express delegatioh
discretionary authority is required under ERISZe Semien, 436 F.3d at 811 (“Because we find
that BP provided LINA with an express delegation of discretionary authoragttas plan
administrator, we need not reach the question of whether an implied delegation ofyauthori
would be sufficient to shift discretionary authority from the original plan atnator to an
insurer.”); see also Aschermann, 689 F.3d at 728 (reserving the question while relying on the
“Administrative Services Agreement” as an express delegation of discretiomiaoyit).

Other circut courts have declined tofer delegatiorof discretiorary authorityin the absence of

an express authorization by the plan administrafee.McKeehan v. Cigna Life Ins. Co., 344



F.3d 789, 793 (8th Cir. 2003FRodriguez-Abreu v. Chase Manhattan Bank, 986 F.2d 580, 584
(1st Cir. 1993). This courteed not decide the issue in this case, because the plain language of
the Plan requires an “administrative agreemémgffect the delegation 6Plan administrative
duties” to a Claims Administrator such as LINA. (Plan Document § 8.3.)

Because the Committee failed to follow the Plan’s own express procedudeseigating
the Committee’s discretionary responsibilitied tNA, the court finds thaltINA was not
authorized to deny Gavin’s claim. The court will therefapplythe de novo standard of review
to independently determine whether Gavin is entitled to LTD benefits underrtieedethe
Policy. Accord McKeehan, 344 F.3d at 793 (declining to apply discretionary review where
“LINA failed to present evidence that its contractual agreement with tihenti®lan sponsor
included the grant of such discretionSgnford v. Harvard Indus., Inc., 262 F.3d 590, 597 (6th
Cir. 2001) e novo review applies “[w]ten an unauthorized body that does not have fiduciary
discretion to determine benefits eligibility renders such a ded)siBnarkey v. Ultramar Energy
Ltd., 70 F.3d 226, 229 (2d Cir. 1995) (“Where an unauthorized party makes the determination, a
denial of plan benefits is reviewed under the de novo starijaddison v. EG & G Energy
Measurements Group, Inc., 37 F.3d 1384, 1389 (9th Cir. 1994)B] ecause we do not have an
interpretation of the Plan by the Administrative Comreitt® whom such authority was granted
by the Plan, there is no appropriate exercise of discretion to which td')jdRedriguez-Abreu,
986 F.2d at 584 (“Because the relevant plan documents did not grant discretionary aothority t
the Plan Administratorred the Named Fiduciaries did not expressly delegate authority to the
Plan Administrator, we find that the district court correctly employedi¢im®vo standard of
review.”); Belheimer v. Fed. Ex. Corp. Long Term Disability Plan, No. 6:12-00383-CRA, 2012

WL 5945042, at *7 (D.S.C. Nov. 28, 2012) (Anderson, J.) (§[Aederal Express delegated its



final decision making authority to Aetna, and the LTD Plan did not contemplate or aethori
such a delegation, this Court will review the decision to deny Plaintiff'stemng-disability
benefits clainde novo.”); Durhamv. IDA Group Ben. Trust, 276 F.R.D. 259, 263-6G4N.D. Ind.
Aug. 1, 2011) (Cherry, J.) (applyimtg novo review absent|[c]lear and unequivocal language”
delegating plan administrator’s discretionary authority to claims administratmner v.
Retirement & Ben. Plans Committee Robert Bosch, 585 F. Supp. 2d 692, 700 (D.S.C. Oct. 31,
2007) (Duffy, J.) (applyingle novo review whee claims administrator “overstepped a partial
delegation of discretionary authority'Skibbe v. Metro. Life Ins. Co., No. 05 C 3658, 2007 WL
2874035, at *10 (N.D. Ill. Sept. 24, 2007) (Kendall, JBg€ause ADP’s discretionary authority
was not expressigelegated to MetLife, MetLife’s decision to terminate Skibbe’s benefits will
be subject to a de novo standard of reviewBgnaritan Health Cntr. v. Smplicity Health Care
Plan, 516 F. Supp. 2d 939, 950 (E.D. Wis. Sept. 17, 2007) (Clevert, J.) (relytsanimnd,
Sharkey, Nelson, andRodriguez-Abreu for the proposition thate novo review is appropriate
“when the decision under review was not an exercise of discretion by the entihoon
discretion was conferred by plan documents or the proper delegate”).

This court recognizes that a reasonable employee in Gavin’s situation would have
understood from the terms of the Plan and the BRDefendantgprobablyintended LINA to
have unfettered discretion determinng Gavin’seligibility for benefits. See Ruttenberg, 413
F.3d 652, 668 n.19 (7th Cir. 2005) (“[C]ourts in ERISA claims interpret policies based on
normal contract principles; this includes considering the reasonable exgetatihe
insured.”). Moreover, as Chief Circuit Judge Frank H. Easterbrook has noted, an employe
Gavin’s position “has no interest in whogpisely, makes the decision&schermann, 689 F.3d

at 729. Neverthelesghis court cannot turn a blind eye to the explicit language of the Plan.
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“Simply put, the court cannot apply an abuse of discretion standard of review to ardetasie
by adecisionmaker who never had the discretion to make that detisiamer, 585 F. Supp.
2d at 700.

2. Scope of Discovery

The court agrees with Gavin that he is entitled to “the same discovery pargnwould
be allowed in a breach of contract suifPl.’s Br. at 10.)see Krolnik v. Prudential Ins. Co. of
Am., 570 F.3d 841, 843 (7th Cir. 2009) (“litigation under ERISA by plan participants seeking
benefits should be conducted just like contract litigation”). The court trusthéhBeteral
Rules of Civil Procedure will establish an appropriate scope for any additiscalery desired
by either party.See Patton v. MFSQun Life Fin. Distribs,, Inc., 480 F.3d 478, 49¢7th Cir.
2007) (The record calls for additional evidence only where the benefits of incraasachcy
exceed the costs, a balance familiar to the district cpurt.”

The court declines to rubd this timeon any specific discovery issues identified in the
briefing before the court, in part due to the court’s lack of familiarity vinghunderlying record.
If the parties find that they are unable to resolve any specific discoveutaisithout the
court’s assistanceee N.D. lll. Local Rule 37.2, thearties are free to file a proper tiom under
the Federal Rules of Civil Procedure and notice it before the court for atjadic

CONCLUSION

For the reasons set forth below, the court holds thati¢heovo standard of review
applies, such that this court will independently determine based on the evidence prashiged i
casewhether Gavin is entitled to LTD benefits under the terms of the Policy. igdbwkery
relevant to this independent determination will be permitted, subject to the FRdkslof Civil

Procedure and any apgdible discovery rulings made by this court or by the assigned magistrate
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judge. Counsel are requested to meet pursuant to Rule 26(f) and jointly file a Form 52 on o
before3/7/13. This case is set for a report on status and entry of a scheduling order b3 8{12/

9:00 a.m. The parties are encouraged to discuss settlement.

ENTER:

AMES F. HOLDERMAN
Chief Judgd/nited States District Court

Date: February 25, 2013
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