ERWOOD v. LIFE INSURANCE COMPANY OF NORTH AMERICA et al Doc. 119

IN THE UNITED STATES DISTRICT COURT
FOR THE WESTERN DISTRICT OF PENNSYLVANIA

PATRICIA ERWOOQOD, )
Plaintiff, )
)
VS. ) Civil Action No. 14-1284
)
LIFE INSURANCE COMPANY OF ) Chief Magistrate Judge Maureen P. Kelly
NORTH AMERICA; WELLSTAR )

HEALTH SYSTEM, INC.; GROUP LIFE )
INSURANCE PROGRAM, ) Re: ECF Na. 87,92 and 98
Defendants. )

OPINION

Presently before the Court are thriglotions for Summary Judgment: one filed by
Defendant Life Insurance Company of North Amer{tialNA”), ECF No. 87; one filed by
DefendantsGroup Life Insurance Prograrfithe Plan”) and WelBtar Health System, Inc.
(“Well Star”)(collectively, “the WellStar Defendants”"ECF No. 92; and a Cross Motion for
Partial Summary Judgment filed by Plaintifatricia Erwood, ECF No 98. For the following
reasonslLINA’s Motion for Summary Judgment, ECF No. 87, will be grantegart and denied
in part; the WellStar Defendants’ Motion for Summary Judgment, ECF No. 92, wilab&edrin
part and denied in parand Plaintiffs Cross Motion for Partial Summary Judgment, ECF No.
98, will be denied.

. PROCEDURAL BACKGROUND

Plaintiff filed the operative ComplainECF No. 34,0n November 19, 2014, seeking to
recover life insurance benefiiom a policy purchased by her naleceased husband, Dr. Scott
Erwood, (“Dr. Erwood”) as part of an employee benefit [fldme Plan”)established pursuant to

the Employee Retirement Income Security Act (“ERISA”), 29 U.S.C. § 1@G#&g. LINA filed
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its Answer on May 15, 2105. ECF No. 57The WellStar Defendantsfiled their operative
Answer on August 26, 2015. ECF No. 72.

On February 26, 2016, LINA filed its Motion for Summary Judgment and supporting
documents. ECF Nos. @0. On that same date LINA also filed, on Htloé all parties, a
Stipulation of Undisputed Facts. ECF No. 91. Also on February 26, 20&6/\ellStar
Defendantdiled their Motion for Summaryudgmenand supporting documents. ECFINB2
95. On April 6, 2016, Plaintiff filed her Cross Motionr fBartial Summary Judgmehtand
supporting documents. ECF Nos. 98-100. Also on April 6, 2016, Plaintiff filed Responses to the
Defendants’ Motions for Summary Judgment. ECF Nos-10BL Defendants filed Replies.
ECF Nos. 105-106. Plaintiff filed Sur-Replies. ECF Nos. 107-108.

On May 6, 2015, in response to Plaintiff's Cross MotionHartial Summary Judgment
and supporting documentINA filed its Responses at ECF Nos. 1112 andthe WellStar
Defendantdiled their Responses at ECF Nos. 11B4. Plaintiff replied thereto on May 13,
2016. ECF Nos. 115-116. Defendants filed Sur-Replies on May 20, 2016. ECF Nos. 117-118.

The threeMotions for Summary Judgment are now ripe for review. The Court will
address them together.

. STANDARD OF REVIEW

Pursuant to Federal Rule of Civil Procedure 56(a), “[tlhe court shall grant symma
judgment if the movant shows that there is no genuine dispute as to any matéergaidfdhe
movant is entitled to judgment as a matter of law.” A disputed fact isetraHtif proof of its
existence or nonexistence would affect the outcome of the case under applibatdats/e law.

Anderson v. Liberty Lobby, 477 U.S. 242, 248 (1986); Gray v. York Newspapers, Inc., 957 F.2d

1070, 1078 (3d Cir. 1992). An issue oftaraal fact is “genuine” if the evidence is such that a

! Plaintiff's Motion seeks summary judgment on Count Il only.
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reasonable jury could return a verdict for the nonmoving paftgderson 477 U.S. at 257;

Brenner v. Local 514, United Brotherhood of Carpenters and Joiners of America, 927 F.2d 1283,

128788 (3d Cir. 1991). When determining whether there is a genuine issue of material fact, the
court must view the facts and all reasonable inferences in favor of the nonmowinggaOC
v. Allstate Ins, 778 F.3d 444, 448 (3d Cir. 2015).

In order to avoid summary judgment, a party must produce evidence to show the
existence of every element essential to the case that it bears the burden of ardxiadg “a
complete failure of proof concerning an essential element of the nonmositygspcase

necessarily rerets all other facts immaterial."Celotex Corp. v. Catrett, 477 U.S. 317, 323

(1986). If the nonmoving party fails to make a sufficient showing on any edsgament of its
case, the moving party is entitled to judgment as a matter ofithw.
1. DISCUSSION

A. Facts

The parties agree on the following facts. Plaiistifiusband, Dr. Erwood, was an
employee of WellStar. ECF No. 91 § 1. Dr. Erwood began work at WellStar on April 1, 2011,
as a neurosurgeonld. 11 1611. As a participant in the &1 as a WellStar employee, Dr.
Erwood was insured forl$000,000 in life insurance benefits under poliéiessued to the Plan
by LINA. Id. 11 2, 51213 WellStar administered the Plad, § 9, but LINA was responsible
for paying policy benefits dudd. | 8.

In November of 2011, Dr. Erwood began to suffer symptoms of a malignant brain tumor.

ECF No. 99 { 8; ECF No. 111 § 8; ECF No. 113 at 4. He stopped workistgrfellat WellStar

2The Plan included one basic policy (Fi980135) and one optional or voluntary policy (FR20136). Id. T 4.
Dr. Erwood was insured for $500,000 in life insurance benefits under eacy pol
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on November 16, 2011. ECF No. 91 § 15. He continued to wotrkipe and/or receive pay
from WellStar until January 30, 2011.

Dr. Erwoodthentook Family and Medical Leave Act (“FMLAeave Id. { 16 During
his FMLA leave, Dr. Erwood remained a participant in the Pldn{ 18.

In early 2012, Plaintiff and Dr. Erwood met with WellStar human resource empltoyees
discuss Dr. Erwood’s benefitdd. 1 1920. On or about February 21, 2012, WellStar mailed
Dr. Erwood a leave packet which included benefit informatitah.f 21.

While on FMLA leave, DrErwood file a claim for longerm disability benefits through
a WellStar program insured and administered by LINA.1 14, 22. His claim was approved.
Id. 1 22.

On June 4, 2012, a WellStar Benefit Analyst emailed Plaintiff a copy of the &ymm
Plan Description for the Voluntary Life Insurance policy and a document showingwwsoé's
life insurance benefitld. § 23.

Dr. Erwood’s life insurance policies provided a Terminal lliness Ben&fiB{) which
allows the insured to claim a portion Idé insurance benefits while alive if the insured suffers
from a terminal illness and is expected to die within 12 monttisy{ 67, 2526. In August
2012, Dr. Erwood filed &IB claim. Id. § 25.

Premiums for DrErwood’s life insurance were pattirough August 31, 2012ld. { 31.

No premium payments were paid thereaftel.

Under the terms of the life insurance policies, an insured could apply for conversion of

the policies upon expiration of coverage. The relevant policy language @ovide
“To apply for conversion coverage, the Insured must, within 31 days after
coverage under the Policy ends:

1. submit an application to the Insurance Company; and
2. pay the required premium.”



Conversion insurance will become effective on th& 84y afer the day
coverage under the Policy ends provided the application is received by us
and the required premium has been paid.

“Extension of Conversion Period

If an Insured is eligible for conversion insurance and is not notified of this
right at least 15 de prior to the end of the 3ay conversion period, the
conversion period will be extended. The Insured will have 15 days from the
date notice is given to apply for conversion insurance. In no event will the
conversion period be extended beyond 90 ddystice, for the purpose of

this section, means written notice presented to the Insured by the Employer
or mailed to the Insured’s last known address as reported by the Employer.”

Id. 1 28.
On September 4, 2012, Dr. Erwood’s 36 weekSMLA leave expired Id. 1 1617, 30.
Following the exhaustion of FMLA leave, neither LINA, the Plan nor WellStar gsaue
notice of termination of life insurance coverage or a formal conversion notice sucBrthat
Erwood could assume payment of the requisite premiums. ECF No. 99 § 37; ECF No. 113  37.
On or around September 5, 2012, LINA paid Dr. Erwood $250004is TIB claim 1d.
1 27. In the letter with that payment, LINA included the following information

“This payment reduces the amount of your life insurance to $750,000.00.
Please beadvisedthatthe Terminal lliness benefit (TIB) is payable only
once in an Insured’s lifetime. Any premium payable will be calculated
based on the full amount of the Death Benefit before any reductions were
made due to theeéFminal lliness Benefit paid. Any automatic increases in
Life Insurance Benefits will end when benefits are payable under this
provision.

The TIB benefit reduction will be applied to any death benefit payable
under the ported coverage. If you electctmvert your coverage, your
converted amount of coverage will be the amount of covaratyeed by

the TIB benefit payment. Premium would be due on the reduced coverage
amount.”

We encourage you to either contact your employee benefits department or

review the insurance booklet, certificate or coverage information made
available to you, to determine if you are eligible for additional benefits.

Id. 1 29.



On June 26, 2013, Dr. Erwood died. | 32.

In September 2013, Plaintiff filed a claim for life insurance proceeds WiiA.L 1d.
133. LINA denied the claim via letter denied October 11, 203y 34. The letterstatedthat
the denial was based on LINA'®rclusion that, at the time of his passing, Dr. Erwood’s life
insurance was no longer in force because he was no longer an active employe&tair VWil
had he elected to continue his policy on an individual basis. ECF No. 90-aR31Plaintiff
appealed, but LINA upheld the benefit denialld. 1Y 3536. Plaintiff exhausted her
administrative remediedd.  37.

B. Count |

Plaintiff brings Count | against LINA and the Plan pursuant to 29 U.S.C.
§1132(a)(1)(B)® a provision of ERISA which permits a civil action to be brought by a
participant or beneficiary to “recover benefits due to him under the terms of hisgp&igrce
his rights under the terms of the plan, or to clarify his rights to future benefits thederms of
the plan.” ECF No. 34 138342. Plaintiff alleges that the denial of her claim for life insurance
benefits was improper as Dr. Erwood had, “atrallevant times, paid all necessary premiums,
and satisfied the requirements to receive the disputed life insurance beniefit§ 34. As to
LINA specifically, Plaintiff alleges that it failed to “not accept premiumsifigurance coverage
for which [Dr. Erwood] was not eligible,id. 37, and that it “failed in its obligations to

properly advise Dr. Erwood regarding his rights under the Plan when it misrepdesetitte

® The partis dispute the applicable standard of review for the denial of ben€fits United States Supreme Court
has held & denial of benefits challenged under § 1132(a)(1)(B) is to be reviewisd ade novo standard unless
the benefit plan gives the adminigtraor fiduciary discretionary authority to determine eligibility for béseor to
construe the terms of the planEirestone Tire & Rubber Co. v. Bruch89 U.S. 101115 (989). The Defendants
claimthatLINA had discretionary authority so as to ¢rggan abuse of discretion standard. ECF No. 89 210
ECF No. 93 at 9 n.3Plaintiff claims the policies did not grant such discretionary ailyhoECF No. 103 at 2Q@2.

In the interest of judicial economy and because the impact of the distiigtiwt great in this case, the Court
declines to decide this question and instead will utilizedéhaovo standard and review Plaintiff's claim as any other
contract claim by looking to the terms of the pl&eeFirestone Tire489 U.S. at 11-23.
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September 5, 2012 letter that $750,000 in life insurance proceeds remainadeirupdier the
Life Plan, after the date gerage allegedly lapsedJd.  38.

A review of thefilings concerning the instant Motions reveals that Plaintiff has
abandoned her allegation in ti@mplaint that LINA mproperly accepted premiums. No
premiums were paid after the FMLA leave expir&CF No. 911130, 31.

LINA and the Plarassert thathey are entitled to summary judgment on this Count
becausehe evidence shows th@t. Erwood'’s life insurance policies terminated, at the latest,
October,2012. ECF No. 8@t 13 ECF No. 93 at 40. Therefore,the argument followsDr.
Erwood was not covered by the policies at the time of his dedtlne, 2013and benefits were
properly denied. ECF No. 89 at 14; ECF No. 93 at 9-10.

In response, Plaintiff offera brief argumenasserting that the policy language *“is both
ambiguous and confusing,” and arguing that “a participant on disability could assume tha
coverage for him continues until ‘the date the Employee is no longer disabled.” &QP3lat
24. The language she &5 to is as follows:

Continuation for Disability
If an employee becomes Disabled, the Life Insurance Beséfitsn in the
Schedule of Benefits will be continued, providg@miums are paid, until
the earlier of the following dates:
1. The date the Employee is no longer disabled.
2. The date following the Maximum Benefit Period shown inSbbedule
of Benefits.
3. The date coinciding with the end of the last period for wpregmiums
are paid.
4. The date the policy is terminated by the Insurance Company.
ECF No. 99  22.
Plaintiff argues that from this languaged LINA’s statement that Dr. Erwood had

$750,000 of remaining life insurance, “Dr. Erwood could easily have concluded that his life



insurance continued throughout the period of his disability, under which he remairdasunti
death.” ECF No. 103 at 24.

The policy language upon which Plaintiff relies is conditioned upon payment of
premiums. It is undisputed that premium payments were paid only through August, 20d2,
thus ceased well befrDr. Erwood’s death in June, 2013Accordingly, regardless of the
informationthatwas provided or not provided to Dr. Erwood, because the paymprérafums
on the life insurance policies had stopped the grace period had expir&t. Erwood had no
coverage under these policies at the time of his death.

Because Plaintiff has failed to produce evidence beakfits aredue toher under the
terms ofthe Ran, LINA and the Plan arentitled to judgment as a matter of law on this claim.

C. Count I1

In Count Il of the operative ComplainRlaintiff brings a claimagainst all Defendants
pursuant to 29 U.S.C. BL32(a}3), a provision of ERISA which, in pertinent part, permits a
beneficiary to obtain equitable relief for violations of IER or the tems of an ERISA plan
Plaintiff's claim is principally based on hatlegation thatDefendantsbreached their fiduciary
duties to Dr. Erwood and his beneficiaries. ECF No. 34 11 48-49.

To establish the relevant type lmfeachof fiduciary duty “a plantiff must demonstrate
that: (1) the defendant waacting in a fiduciary capacity(2) the defendant madaffirmative
misrepresentations or failed to adequately inform plan participants aedicies’ (3) the
misrepresentation or inadequate disal@ was material; and (4) the plaintiff detrimentally relied

on the misrepresentation or inadequate discldsuténisys Corp. Retiree Med. Benefits Erisa

Litig. v. Unisys Corp., 579 F.3d 220, 228 (3d Cir. 2009).




1 LINA

In her Complaint, Plaintiff afiges, [t]hrough the act of paying Dr. Erwood $250,000 in
proceeds under the Life Plan’s Terminal lliness Provision after the datpotly lapsed,
[LINA] misrepresented to Plaintiff that the coverage remained in place afteddbatthereby
breachingthe fiduciary duties it owed to Dr. Erwood and his beneficiaridd.”] 49 Plaintiff
further alleges, “[b]y informing Dr. Erwood that he remained entitled to $750,000 in benefits
after the policy lapsed, [LINA] misrepresented to Plaintiff that the ramee remained in place
beyond the date it lapsed, thereby breaching the fiduciary duties it owed to Dr. Emndobis a
beneficiaries.”ld. § 50.

In her Briefconcerninghe instant Motions for Summary Judgmerigintiff defines the
breaches of LINA’sfiduciary duties in a number of wayse.,: (1) “LINA had a duty to
investigate the status of Dr. Erwood’s life insurance before assuring hin7b8t000 of
coverage remained,” ECF No. 103 at 30; (3)INA breached its fiduciary duty by
misrepresentinghe amount of insurance available without investigating whether Dr. Erwood had
converted his policy,id. at 31; (3) “LINA failed to inform Dr. Erwood that he needed to take
action to ensure that the remaining $750,000 worth of insurance remained in plaaé 32;
and(4) “LINA represented that those benefits were still in place without investgatiether
that statement was true, nor advising Dr. Erwood that he need to take speafictacivail
himself of that benefit,id. at 33. In any evenRlaintiff's claim against LINAunder Count Ifor
breach a fiduciary dutis based ommn allegednisrepresentation via the letter accompanying the

TIB payment’

* The Court notes thatl&ntiff claims that LINA is equitably estopped from denying a breadidatiary duty. “To
succeed under this theory of relief, an ERISA plaintiff must estallis a material representation, (2) reasonable
and detrimental reliamcupon the representation, and (3) extraordinary circumstanéasl”v. E. I. DuPont De
Nemours & Ca.539 F.3d 292, 300 (3d Cir. 2008) (citi@urrcio v. John Hancock Mut. Life Ins. C&3 F.3d 226,
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LINA asserts that it made no misrepresentaiarthe letter. ECF No. 89 at 148. Had
Dr. Erwood died on September 5, 2012, LINA explaimeswould have been entitled to recover
the $750,000 set forth in the lettetd. at 18. At that timegiven the agreedpon date of
September 4, 2, as the end of Dr. Erwood’s FMLA leaves was withinthe grace period in
which he could convetiis coverage.ld.

As to whether LINA failed to adequately infornDr. Erwood as to his benefits
(specifically, the imminent need to convert his poligiefA disputes thatin its role as claims
administrato, it could haveany such duty to informlid. at 21. However,assuming that it could

have, LINA continues, it did notld. at 2125. LINA cites to_Davis v. AK Steel Corp., 670 F.

Supp. 2d 413, 427 (W.D. Pa. 2009), in which this Court set ftintiee pertinent factors to
consider when determining whether a defendant has a fiduciary duty to provide inforrgigtion:
whether the plaintiff inquires about benefits; (2) whether under the citanoes the defendant
has a reason to know that the plaintiff migle eligible for certain benefits that plaintiff does not
inquire about; and (3)equally importaritwhether the plaintiff has already been given sufficient
information from which the plaintiftould determine that he mighe eligible for benefits ....”
(citation omitted). ECF No. 89 at 22. Consideration of these factors, LINA argues, reveals that
LINA had no duty becausenter alia, Dr. Erwood had received sufficient information from
which he could determine his conversion rights and requiremkghtat 24 25.

It is clear to this Court that even assumarguendo that LINA's Septembeb, 201,

letter contained no patent misrepresentations, the existence of latent rsemegirens/material

235 (3d Cir. 1994)). LINA argues that Plaintiff dagst and cannot prove detrimental reliance, citing the lack of
evidence that Dr. Erwood relied on the September 5, 2012, letter in any V@& N& 89 at 19. Plaintiff argues
that “detrimental reliance is readily shown. LINA failed to inform Brwood hat he needed to take action to
ensure that the remaining $750,000 worth of insurance remained in plader. Erwood died, taking no further
action, believing that he had more coverage than he did.” ECF No. 3@32at Although Plaintiff's assertiorae
unsupported by citation to record evidence concerning Dr. Erwood’s libke$ource thereof or any actions taken
or not taken in reliance thereupon, given the overall nature of her claira,appears to be a question of fact on this
point. Accordngly, Plaintiff cannot, at this time, assert equitable estoppel against. LIN
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omissiongherein remaingan open question. It is equally clear that whether Dr. Erwood received
sufficient information from which he could determine his conversion rights and reqoiseise
the centrabndasyetunanswered question in this litigatioAfter review of the relevant briefs
and exhibits, as wkbls applicable statutory and case law, the Court finds that neither party has
established entitlement to judgment as a matter of law #esequestions Thus, tkey should
be decided at trial.

2. TheWellStar Defendants

In her Complaint, Plaintiff afiges that the WellStar Defendants mishandled the
administration of the conversion process for Dr. Erwood, thus breaching theiafiddaity to
him and his beneficiariesln her Brief concerning the instant Motions for Summary Judgment,
Plaintiff's defines thatduty as one “to provide conversiomotice under the Plan.” ECF No.
103 at 28.

It is undisputed that WellStar provided the following to Plaintiff and/or Dr. Erw(igda
February 21, 2012etter andleave packet which includedformation that a conversion life
insurance policy may be available for employees who request to continue coveregerat of
leave and an instruction to contact the Benefits office for details, ECF No. 9421 ECF No.
10199 1720; and(2) a June 4, 2012;mail containing the voluntary life insurance Summary
Plan Description (“SPD” containinga section concerning “Conversion Privilege for Life
Insurance,” ECF N4 126; ECF No. 101 § 26eCF No. 93-14t19-20.

However, it is alsaundisputed that WellStar did not provide the following to Plaintiff
and/or Dr. Erwood: (1) information about conversion rigatsany point afteiDr. Erwood’s

termination on September 4, 2012; f2aterials necessary to apply for conversie@F No. 99 |
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38, ECF No. 113 1 38pr (3) LINA’s “conversion brochure” which must be completed, in part,
by the employer, ECF No. 99 1 109-111; ECF No. 113 1 109-111; ECF No. 100-10 at 12.
Although the parties agree on the absteged facts, they disagree as to the significance
thereof. Plaitiff alleges that WellStar’'s actions did not amount to the nati@®nversion rights
as required by the Plan. WellStar alleges thatPlan does not require notice above what it
provided to the ErwoodsAfter review of the relevant briefs and exhibits, as well as applicable
statutory and case lawhe Court finds that neither party has established entitlement to judgment
as a matter of law as to this question. It thus should be decided at trial.
V. CONCLUSION
For the foregoing reason&JNA’'s Motion for Summary Judgment, ECF No. 87, is
grantedas to Count | and denied as to Count Il. The WellStar Defendants’ Motion for Summary
Judgment, ECF No. 92, is granted as to Count | and denied as to Count Il. Plaintifiss Cr

Motion for Partial Summary digment, ECF No. 98, is denied.

BY THE COURT:

/s/ Maureen P. Kelly
MAUREEN P. KELLY
CHIEFUNITED STATES MAGISTRATE JUDGE

cC: All counsel of recordia CM-ECF
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