Patterson v. Metropolitan Life Insurance Company Doc. 30

FILED

2017 Dec-20 AM 08:49
U.S. DISTRICT COURT
N.D. OF ALABAMA

UNITED STATESDISTRICT COURT
FOR THE NORTHERN DISTRICT OF ALABAMA
NORTHWESTERN DIVISION

AARON PATTERSON, )
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INSURANCE COMPANY, )

Defendant. ;

MEMORANDUM OPINION

Shortly before his mother died, Aaron Patterson called Metropolitan Life
Insurance Company to request another copy of his motiferimsurance polig.
MetLife sent arf Acknowledgment of Insurangewhich incorrectly stated the face
value of thepolicy as $250,000, when the correct value %a5,000. In light of
Pattersots belief thatMetLife is bound by its mistake and should pay $250,000
instead ofthe actualface value Patterson filed this lawsuit, alleging breach of
contractandbad faith! Doc. 1. The partiediled motions for summary judgment
which arefully briefed and ripe for consideration. Do@8; 21; 22; 23; 24, 26;

27; 28; 29 After reading the briefs, viewing the evidence, and considering the

relevant law, the court grants summary judgment for MetLife.

! patterson also alleged a misrepresentation claim, but agreed to dismiss thiDdlaim.
26 at 3 n.2.
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l. LEGAL STANDARD FOR SUMMARY JUDGMENT

Under Rule 56(a) of the Federal Rules of Civil Procedure, summary
judgment is proper “if the movant shows that there is no genuine dispute as to any
material fact and the movant is entitled to judgment as a matter of law.” Fed. R.
Civ. P. 56. “Rule 56[] mandates the entry of summary judgment, after adequate
time for discovery and upon motion, against a party who fails to make a showing
sufficient to establish the existence of an element essential to that pasy,saad
on which that party will bear thburden of proof at trial.” Celotex Corp. V.
Catrett 477 U.S. 317, 322 (1986) (alteration in original). The moving party bears
the initial burden of proving the absence of a genuine issue of materialdaet.
323. The burden then shifts to the nonmoving party, who is required to “go
beyond the pleadingdb establish that there is a “genuine issue for triddl” at
324 (internal quotations omitted). A dispute about a material fact is genuine “if the
evidence is such that a reasonable jury could return a verdict for the nagmovi
party.” Anderson v. Liberty Lobby, Inel77 U.S. 242, 248 (1986).

At summary judgment, the court must construe the evidence and all
reasonable inferences arising from it in the light most favorable to thenawvimg
paty. Adickes v. S. H. Kress & C@&98 U.S. 144, 157 (197(ee alscAnderson
477 U.S. at 255. Any factual disputes will be resolved in thenmawving party’s

favor when sufficient competent evidence supports thenmaving party’s version



of the disputd facts. See Pace v. Capobianc®83 F.3d 1275, 1276, 1278 (11th
Cir. 2002) However, “mere conclusions and unsupported factual allegations are
legally insufficient to defeat a summary judgment motio&lfis v. England 432
F.3d 1321, 1326 (11th Ci2005) (per curiamiciting Bald Mountain Park, Ltd. v.
Oliver, 863 F.2d 1560, 1563 (11th Cir. 1989)). Moreover, “[a] mere ‘scintilla’ of
evidence supporting the opposing party’s position will not suffice; there must be
enough of a showing that the jury could reasonably find for that pavalker v.
Darby, 911 F.2d 1573, 1577 (11th Cir. 1990) (citidgderson477 U.S. at 252)).
The standards governing crasetions for summary judgment are the same,
although the court must construe the motions independently, viewing the evidence
presented by each moving party in the light most favorable to thenowant. See
U.S. v. Oakley744 F.2d 1553, 1555 (11th Cir. 1984)
1. FACTUAL BACKGROUND

Gail Pattersorpurchasd a life insurancepolicy from MetLife with a face
value of $25,000namingher son Aaron Patterson as the lone benefici@gc.
21-1 at 635. The policy states that “[t]his policy includes any riders and, with the
application attached when the policy is issued, makabe entire contract. .No
statement will be used to contest the policy unless it appears in the application
Doc. 211 at 18. After obtaining the policyGail Pattersorconsistentlypaid the

monthly premiurs until her death inSeptember 2015.Doc. 211 at 3741.



Sometimebefore her death,gnhealthgradually deterioratecind Aaron Patterson
began handlinger affairs.Doc. 241 at 9.

Aaron Pattersorknew that his mother had a life insurance policy with
MetLife, but had never seethe policy and did not know the facareunt of the
coverage.Doc. 26 at 4. On March 9, 2015, around the time his mother entered a
nursing homehe called MetLife to request a copy of tpelicy. Docs. 21-2 at 2
21-4 at 9 One ofMetLife’s customer serviceepresentativesLane Wiley,told
Patterson that “what we normally dosisnd out an Acknowledgement of Insurance
(“AOI") , which is degal document providing the policy informatioRor an exact
duplicate of the entire policy, there i2&dollar fee” Doc. 212 at 2. Patterson
declinedto paythe fee to receive the exact duplicate, Hmat same daetLife
mailed to Gail Pattersorthe onepage AOI, which incorrectly listedthe face
amount of thepolicy as$250,000 Docs. 212 at 23; 21-1 at 43

The cover letter accompanying the AOI reads: “We are enclosing the
Acknowledgment of Insurance you requested. The acknowledgment serves the
same legal purpose as the original life insurance policy.” Do624t 8. The
AOI states that “[the original Blicy, together with the application upon which it
was based, is the entire contract between the Company and the Owner” and that the
AOI is only “a brief description of the Policy.Doc. 211 at 43. TheAOl also

explains that [a]ny additional benefitsantained in the Policy are not described



heré and that “[flurther details about the poli@nd benefits will be furnished
upon request.” Doc. 21 at 43.

After his mother’'sdeath,Pattersorcalled MetLife tofile a claim Docs. 1-1
at 3;21-4 at 23. When theMetLife representative indicated that the estimated
benefit was approximately $30,004.e. the $25,000 face value plus the yearly
dividends as authorized by the poligydoc. 2324 at 3—Patterson responded,
“[tIhat’s what | was wondering because on this piece of paper that we received
March 9th, 2015 . . . has the face amount of insurance [as] $250,000.” Béc. 21
at 3. The MetLife representative explained that this figuae a mistake and that
“[the representatiygust added another zero. . . . Or the decimal is missing or out
of place. . . . $25,000 is the face amount.” £@d-1 at 14;21-4 at 3. Patterson
said “Okay,” and the call concluded shortly thereafter. Doel 2i.3.

MetLife subsequentlgentPatersona letter approving his claiend a check
for $30,030.66 Doc. 211 at 53. The letter noted that the AOI hawakcbrrecty
listed the policy face amount” and that the correct amaast$25,000. Doc. 21
at 51-53. MetLife incluagd with the letteithe annual policy statementsr the
previous five yearg hadsent to Gail Patterson, whieti srowed the face value as
$25,000.Docs. 211 a 45, 53. Patterson subsequently filed this lansegking to

recover the full amount referenced in the AQ@loc. 1.



1. ANALYSIS
There are no material facts dispute in this casberefore, the court must
decide which party is entitled to judgment as a matter of law. Fed. R. Civ. P. 56.
Because thisnatter is before the coubiased on diversity jurisdiction, the court
applies Alabama’s substantive lda each claim Erie R. Co. v. Tompkins04

U.S. 64, 78 (1938).

A. Breach of Contract

An insurance policy is a contract. Ala. Code 81271. Because a breach
of contract claims contingent on the existence of a vatmhtract,seeReynolds
Metals Co. v. Hill 825 So. 2d 100, 105 (Ala. 2002), the question for the court is
whether Patterson and MetLife agre#darough the AOIto modify thepolicy to
increase theface valueto $250,000 The court answers the question in the
negative.

“The elements of a valid contract include: an offer and an acceptance,
consideration, and mutual assent to terms essential to the formation of atcontrac
Ex parte Jackson Cty. Bd. of Edud. S0.3d 1099, 1103 (Ala. 2008) (internal
guotations omitted). To determine whether a contract exists, courts mustdook “
the rasonable meaning of the partiestternal and objective manifestations of
mutual assert Mayo v. Andress373 So. 2d 620, 6224 (Ala. 1979) MetLlife

argues that the AOI was nhan offer to change the face valwé the mlicy to



$250,000and that even if it were, there was no acceptance of such an Dtier
20 at 12. In contrast, Patterson avoids the question of contract formation and
modification InsteadPatterson argues that tA®©I is a “legally enforceable part
of the [Policy]” because theccompanyingover letter stated that the ACdérves
the same legal purpose as the original life insurance policy,” de26 a4 8, and
MetLife is therefore bound under the “unilateral mistattectrine. Docs. 23; 27.
Pattersonis generally correcthat ourts in Alabama will not reform
contracts where a mistake in the contract is unilate@eTilley’'s Alabama
Equity 8§ 9:4 (5th ed.) However,reformation is not at issue here becatise
prerequisite to reformation is the existence of an actmatract See id. Indeed,
it's a doctrine used tprevent a party fromsing a unilateral mistake to chartbe
terms of the actual contractFor example, in a case involvirg clerical error
which caused annsumance policyto mistakenlyinclude coveiage for loss of
business incomthat the insurer contended it never intended to offer to the insured
even though the insurer had not adjusted the premiums to trigger thhagmtiee
Alabama Supreme Countldthat the insurer was bound kg unilateral mistake.
Am. & Foreign Ins. Co. v. Tee Jays Mfg. C699 So. 2d 1226,2P8-29 (Ala.
1997) Critically, however, in that casééd policy contemplated that the parties
may amend the policytprovide for loss of business income coveraltge. To do

so, the policy required the insured to report business income and allowed the



insurer to adjust premiums based on the repdds. Consistent with the policy,
the insuredreported its business income, but the insurer never adjulséed
premiums Id. The insurerargued thatits failure to require theadditional
premiums precluded coverage for business incoide.at 1228. The Alabama
Supreme Courtlisagreed, holding that, becausbe policy, on its face, clearly
provides business loss coverage. allowed for an adjustment of the premium at
the end of the policy perigdand the insured complied with the policy astbod
ready and willing to pay any additionpfemiums the insuremwas bound by the
clear terms of the policyld.

In contrast, here, no one acted contrary to arsistent with theoriginal
policy to warrant the application of the unilateral mistake doctrine. Gail Patterson
did not do anything that warranted a change of her coverage under thetdhma
policy. Likewise, MetLife did not commit aerror in applying the original
contractthat warrants a finding thatntust grant Gail Patterson a {fid increase
in coverage that was not spelled out in the original poli€g the contrarythe
clear, unambiguous terms of theligy set a face value of $25,000 and set the
premiumsbased on this value. do. 21-1 at 635. Therefore,the unilateral
mistake doctrine is unavailing hemndPatterson caonly prevail ifthe AOI is a

new contract or a modification of the original contract.



As proof that the AOIlconstitutedan offer for a new contracPatterson
argues that the mere issuance of the AOI effectively dagal” thepolicy his
mother acquired. Doc. 26 at-1Q. In support Pattersorrelies primarily on
MetLife’s thenexisting call centerinstructions doc. 26 at 1611, which directed
employees that “[i]f a caller indicates the original policy has been lost or
destroyed, advise an Acknowledgement of Insurance will be sent to the owner to
replace the original policy.” Doc. 245 at 2. The instructionadded that

Once issued, the [AOI] isonsidered the “original” policyAn [AOI]

does not contain the full policy provisions; however, it is a legally

binding document. Even if the original policy is found, [A®I] is

considered to be the contract of record. As such, it must be remitted if

the policy is required for the completion of a transaction.

Doc. 2415 at 2.

There are a few problems with Patterson’s contentionBirst, the
instructions do not say that the AOI can change the terms of coverage by
Increasing it without any correspondiincrease in the premiuros agreement by
the insured Second,the reliance on the internal instructiorererlooks that
amendingan existing contractequiresan offer, acceptance, consideration, and
mutual assent to the new ternkss parte Jackson CtyBd. of Edug.4 So. 3dat
1103 andthat an offer “must be communated before it may be accepted.

HoffmanrLa Roche, Inc. v. Campbebl1l2 So. 2d 725, 734 (Ala. 1987Relevant

here, MetLife’s call center instructions are internal policies directed itat



employees and Patterson has offered no evidence that MetLife disclosed the
instructions to him before he filed this lawsuithereforethe instructions cannot
constituteevidence of an offerom MetLife tochange GaiPattersots policy. Id.

Third, while Patterson is correct thie cover letteraccompaying the AOI
states that the AOI “serves the same legal purpose awitjieal life insurance
policy,” doc. 2426 at 8 26 at 11, Patterson overlookke reference to the
“original’ policy in the quoted language Indeed the customer service
representative Pattersepoke to told him simplyhat MetLife would send him a
copy of his mother’s policgyand didnot state thatMetLife was sendinchim a
revised policy with additional coverageDoc. 212 at 2. In fact, theAOIl states
unequivocallythat “[t]he original Policy, together with the application upon which
it was based, is the entire contract between the Company and the Owner” and that
the AOI is only ‘a brief description of thePolicy” Doc. 2426 at 9 These
statements refutPatterson’s contention that the AOI replaced the original policy
and amended the coverage amouSeeAlabama Elec. Ceop., Inc. v. Baileys
Const. Ca.950 So. 2d 280, 285 (Ala. 200@uotingl7 Lee R. Russ & Thomas F.
SegallaCouch on Insurancg8 242:33 (3d ed. 1997), which explains that “[a]
certificate of insurance is not part of the poliey it states that there is coverage

but the policy does not, the policy contrdls.Catlin Syndcate Ltd. v. Ramuiji,

10
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LLC, No. 4:16CV-1331VEH, 2017 WL 3581722, at *11 (N.D. Ala. Aug. 18,
2017)(same).

Finally, Patterson’s focus on the AQidlso ignores that MetLife sent
Pattersois mother, the policy holdeannualpolicy statemens with the facevalue
listed as $25,0Q0 Docs. 211 at 45, 53; 24 at 2. MetLife sent the last such
statemenafterit issued the AOI thabrms the basis for Patterson’s contentions in
this casé& which isfurther proof that MetLife did not intend for the AOI to change
the value of the coverage.

But evenif Patterson is corredhat MetLife intended forthe AOI to
constitutean offerfor a new policyhis breach of contract claistill fails because
therewas no acceptanceMetLife mailed the AOI tdPatterson’s mothedoc. 24-

26 at 8, andhere is no evidence that Patterson responded to the AOI until after hi
mother died. In fact, Ratterson conceded after his mother’s deh#the did not

know the facevalue of thepolicy and responded “Kay’ when MetLife’s customer
service representative explained that the face value listed on the AOI was a typo.
Doc. 214 at 3. More significantly however,Patterson had no authority to accept

an offer to alter theolicy because Alabama law is clear that only the policy holder
can do soX[n]o alteration of any written application for any life or disability

insurance policy shall be made by any person other than the applicant without his

2 MetLife sent the final annual policy statement on September 26, 2015, doc. 21-1 at 45,
four days after Gail Patterson passed away, ddcatl3 but apparently before it received notice.

11



written consent Ala. Code8 27-14-6. And as MetLife points out, there are
guestions as twhetherPattersois mothereven had the capacity to assent to such
a changegiven her mental state at the timoc. 20 at 15. Consequenthecause
Pattersorhas not presented any evidence that he had Hisersowritten consent

to accept any changes to thaicy, andbecause h&iled to manifesany intent to
accept the offer on his mother’'s behétfere was no acceptanoéthe purported
offer. Seekx parte Jackson Cty. Bd. of Edu¢.So. 3d at 1103.

Furthermore Patterson’s claim also failbecauseof the absence of
considerationfor the tenfold increase in the face valoé the policy Id.
“Adequate consideration exists, or is implied, if it arises from any acwhich
creates and carries a benefit to the party promising, or causes trouble, injury,
inconvenience, prejudice, or detriment to the other parBiles v. Schaible445
So. 2d 257, 260 (Ala. 1984)It strains credulity to arguthat an insugr would
offer an additional$225,000 inlife insurance coverag®r a 71 year oldvithout
requiringanycorresponding premium increase3ee id.

Viewing the evidence in the light most favorable to Pattersomeasonable
person would believe that the AOI was an offer to changpdhey to provide ten
times the originallyagreed upon amount of coverag®loreover, because there
was no consideration or acceptartbere is navidenceo support a finding tha

contractexistedbetween MetLife and Patterson to change the face \d@lulee

12



policy to $250,000 Patterson’s breach of contract claim is thus due to be denied.

SeeEx parte Jackson Cty. Bd. of Edu¢.So. 3d at 1103.

B. Bad Faith

Bad faith is a tort that arises where an insurer refuses to pay an insurance
claim. A “normal” bad faith claim requires proof of: 1) an insurance contrac and
breach thereof by the defendant; 2) an intentional refusal to payngheed’s
claim; 3) the absence of any reasonably legitimate or arguable reason for that
refusal; and 4) the insurer’s actual knowledge of the absence of any legitimate or
arguable reasonAlfa Mut. Fire Ins. Co. v. Thoma338 So. 2d 815, 822 (Ala.
1999). In light of the cours finding that no contract existed between MetLife and
Patterson to increasthe face value amount of the policy to $250,054% Part
[lI.A, suprg Patterson cannastablishbad faith through the “normal” method of
proof. See id

Patterson’sabnormal” bad faith claim, which is based on MetLife’s alleged
intentional or reckless failure to investigate his claegdoc. 11 at 4,also fails.

To prevail onsuch a claimthe plaintiff must prove the “absence of [a] legitimate
reason for denial. . at the time of the denial SeeState Farm Fire & Cas. Co. v.
Brechbill 144 So. 3d 248, 258 (Ala. 2013). And where an “investigation
establishe[s] a legitimate or arguable reason for refusing to pay,” a bad faith claim

must fail. Weaver v. Allstie Ins. Co.574 So. 2d 771, 774 (Ala. 1990).
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The record here is clear thiletLife investigated Patterson’s claim. In its
letter approving his claimyletLife noted that the AOI had “incorrectly listed the
policy face amountandincludedthe past fiveamual policy statementhat listed
the face amountis $25,000. Doc. 21 at 53. Then, in response to Patterson’s
demands that it pay an additional $220,000, MetLilegal departmentesponded
that the mistake was “a scriveners efroiDoc. 211 at 57. Put simply even
viewing the evidence in the light most favorable Ratterson, MetLife had a
“legitimate reason for d@nng]” Patterson’s claim for the additional $220,000.
SeeBrechbill, 144 So. 3d at 258Accordingly, Patterson’sabnormal” bad faith
claim based on a purposeful failure to investigate also fails.

CONCLUSION

Consistent with this opiniometLife’s Motion for Summary Judgment, doc.
20, is due to begranted and Patterson’s Motion for Summary Judgment, doc. 22,
IS due to be deniedA separate order will be entered.
DONE the20thday ofDecember, 2017

-—A@u-p J-Z-Hw-—__

ABDUL K. KALLON
UNITED STATES DISTRICT JUDGE
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