
 

           

How a Misunderstanding Cost Beneficiaries $500K 

 

When a longtime UPS employee passed away just before he could start receiving his pension, his 
beneficiaries were denied his benefits due to a misunderstanding of how the pension plan worked. 
Here’s what happened and how you can guide clients to avoid a similar fate.  
 
Imagine working 37 years for a company and leaving your pension from that company for your beneficiaries—
only they get nothing instead of the almost $500k you accumulated for them to receive. Such was the case of 
O’Shea v. UPS Retirement Plan, District of Massachusetts, which a First Circuit judge noted as “heartbreaking.”  

About $8 trillion are held in defined-benefit plans, according to the ICI Quarterly Retirement Market Data as of 
September 26, 2016, and many (intended) beneficiaries of these assets could suffer the same fate if the 
circumstances were the same.  

Clients might seek your advice about making a benefits election for their pension. But as this case proves, 
unless you are an expert at interpreting plan documents, it might be in a client’s best interest to refer such 
cases to the third-party administrator (TPA) for the plan.  

Background  

For qualified retirement plans (QRPs), the provisions of the governing plan document dictate the options for 
receiving benefits and distributions. For defined-benefit plans, the choices for receiving benefits usually 
include annuity options such as:  

 Single-life or straight-life annuity  

 Term-certain and life annuity  

 Qualified joint and survivor annuity (QJSA)  

 Joint and survivor annuity (JSA)  

 Contingent annuity  

 Lump sum  
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Depending on the type of annuity and whether the participant is survived by a spouse or domestic partner, 
death benefits might be available.  

(Some) facts of the case  

Brian O’Shea worked for United Parcel Service of America, Inc. (UPS) for 37 years, and participated in the UPS 
defined-benefit plan. He was diagnosed with cancer in 2008 and became eligible for retirement in 2009.  

O’Shea planned to retire at the end of 2009 but changed his mind after meeting with the UPS human resources 
(HR) supervisor, who informed him that he could delay his official retirement date by taking his seven weeks of 
accrued vacation and personal time. The HR supervisor knew that he was ill but was not aware that the illness 
was terminal, according to the court opinion.  

Based on the HR supervisor’s advice, O’Shea submitted his application for retirement benefits on January 7, 
2010, his last day of work, and indicated that his annuity starting date would be March 1, 2010, the day after his 
official retirement date of February 28, 2010.  

From the annuity options available, he chose the “Single Life Annuity with 120-Month Guarantee” and named 
his four children as the beneficiaries. The monthly annuity payments would have been $4,117.35, a total of 
$494,082.  

O’Shea died on February 21, 2010—after his last day of work but one week before his official retirement date, 
and eight days before his annuity starting date.  

About a month later, the UPS Retirement Plan Administrative Committee sent Mr. O’Shea’s beneficiaries a letter 
denying their claim for death benefits. The denial letter stated in part that “only O’Shea’s spouse, if he had one, 
would be able to recover under the Plan.” As a result, the beneficiaries—his four children—will not receive any 
of the $494,082.  

The beneficiaries filed two appeals with the UPS plan administrator. The first included the argument that 
nothing in the plan “explains what happens if you select the ‘Single Life Certain Annuity With 10-Year Payment 
Guarantee’…and you die before you retire (without a spouse or partner).”  

In this case, the committee’s denial letter explained that “the annuity payments were only guaranteed if O’Shea 
survived to his annuity starting date, and that O’Shea’s death as an active UPS employee triggered the 
“Preretirement Survivor Annuity” (payable only to spouses or domestic partners) in lieu of the “Single Life 
Annuity with 120-Month Guarantee.”  

The beneficiaries then filed suit in District Court, seeking recovery of the 10 years of annuity payments allegedly 
“guaranteed” under the plan, but lost. Then they filed an appeal with the First Circuit, which upheld UPS’ 
interpretation of the plan.  

Survival as a prerequisite for benefits wasn’t clear to O’Shea  

According to the court opinion, neither the benefits application nor the HR supervisor made it clear that 
surviving to the annuity starting date of March 1, 2010 was a prerequisite to the 10-year payment guarantee.  
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The following is pertinent language from the application.  

“I will receive a monthly benefit for my lifetime with a guarantee of monthly payments for a period of 10 years. 
If I die within the 10-year guarantee period, my beneficiar(ies) will continue to receive my monthly benefit 
amount for the remainder of the guarantee period.”  

In addition, the application section where he listed his beneficiaries included the following:  

“If you die before the guarantee period ends, your designated beneficiar(ies) will receive payments for the 
remainder of the guarantee period.”  

In an administrative appeal filed by his beneficiaries, they claimed that UPS misrepresented to him that his 
payments were “guaranteed,” which, if true, could lead him to believe that the 120 payments would be made, 
no matter what. Even if this is true, determining the availability of death benefits can only be done based on the 
provisions of the summary plan description or plan.  

QPSA and the plan/SPD vs. the benefits application  

When benefits are payable in the form of an annuity, the QJSA rules apply if the plan participant dies after 
annuity payments have begun, except in cases where the proper waiver is obtained. If the participant dies 
before annuity payments have begun, the qualified preretirement survivor annuity (QPSA) rules apply.  

While the QJSA rules require death benefits to be paid for both married and unmarried participants, a plan is not 
required to provide QPSA death benefits for an unmarried participant. And, in this case, the UPS plan did not.  

Tip: If you are helping a client to update or review beneficiary designation for a pension, check with the plan 
administrator to determine if and when death benefits would (or wouldn’t) be available to beneficiaries. This 
information could be invaluable, especially for unmarried participants.  

Why checking the summary plan description can be crucial  

If you have ever participated in (or worked with someone who participated in) a retirement plan, you know that 
participants are usually provided with various documents, including the summary plan description, enrollment 
forms, and benefit election forms. While all these documents will include some explanations of the terms of the 
plan, the ruling authority is the summary plan description. Technically, the plan is the ruling authority, but the 
summary of the plan should be written in a language easily understood by the participant and beneficiaries 
(unlike the plan, which is usually written in legalese).  

For participants who died before their annuity start dates, the UPS plan includes the following language:  

“If a vested Participant dies prior to his Annuity Starting Date, his Spouse or Domestic Partner will be entitled to 
receive a Preretirement Survivor Annuity…” 

The language in the summary plan description is as follows:  



 

“If you die after you become vested in your Plan benefit but before your retirement benefit begins, your 
surviving spouse or surviving Domestic Partner…may receive a monthly benefit from the Plan.”  

Using this language as basis, the courts agreed with UPS’ interpretation that QPSA or “Preretirement Survivor 
Annuity” (payable only to spouses or domestic partners) is the exclusive benefit available if a participant dies 
before the annuity starting date. Since O’Shea was unmarried at the time of his death and he died before the 
annuity start date, his beneficiaries were not eligible for survivor benefits.  

Had O’Shea consulted with the plan administrator, it is likely they would have explained that there were no 
survivor benefits as he was unmarried, especially if they knew that he was seriously ill.  

Court expresses sympathy  

If you feel sympathy for the beneficiaries, you are not alone. The Circuit Court judge referred to the case as 
“…the highly sympathetic case of a retiree whose death one week before his official retirement date, but after 
his final day of work, had the unexpected consequence of depriving his beneficiaries of 10 years of payments 
under an annuity plan,” which had a “heartbreaking outcome.”  

Nevertheless, sympathy has no bearing on the interpretation of the law. As such, the First Circuit had no choice 
but to affirm the District Court’s ruling.  

The lesson learned here  

Elections for plan benefits should be made when the participant has a clear understanding of the results of each 
election. While HR representatives are often helpful, the need for expert guidance cannot be overlooked. When 
it comes to QRPs, the party likely most qualified to provide such expertise is the plan administrator, whose 
primary job is to interpret and operate the plan under the terms of the plan document. 

 

By Denise Appleby, APA, CISP, CRC, CRPS, CRSP 
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