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INTHE UNITED STATESDISTRICT COURT
FOR THE DISTRICT OF ARIZONA

Shivani Thakkg No. CV-16-01446-PHX-JJT
Plaintiff, ORDER
V.

Honeywell International Incorporated
Short-Term Disability Plargt al,

Defendats.

At issue is Defendant Life Insure@ Company of North America’s (“LINA”)

Motion to Dismiss (Doc. 27, MTD), whiclbefendant Honeywell International Inc|

53

joined (Doc. 28). Plaintiff Skani Thakkar file a Response and Cross-Motion to Amgnd

(Doc. 31, MTA). LINA filed aResponse to Plaintiff's Css-Motion and Reply to its own
Motion (Doc. 34, LINA’s Reply), which Honeyell again joined (Doc. 35). Plaintiff then

filed a Reply to its Cross-Motion (Doc. 3@).’s Reply). Also at issue is the Joint

Statement of Discovery Dispute (Doc. 41),vitnich Honeywell andPlaintiff detail a

discovery dispute between them. The Cdweld a hearing on all of these matters ¢n

November 15, 2016 (Doc. 52). Based on paeties’ briefs and discussions with th
Court at the hearing, and for the reasors tbllow, the Court W grant LINA’s Motion
to Dismiss but allow Plaintiffo amend Count Two, and gtain part and deny in part

Plaintiff's Motion to Amend.
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l. Motion to Dismiss
LINA' moves to dismiss the two Courdgainst it—Count Two, for Tortious

Interference with Contract, and Count Thrés, Tortious Breach of the Duty of Gooc

Faith and Fair Dealing—undétederal Rule of Civil Procedure 12(b)(6). (MTD at 1|

Because LINA already filed an Answer (Dof) and Amended Aswer (Doc. 21) to
Plaintiffs Complaint (Doc. 1Compl.), the Court constradts Motion to Dismiss for
failure to state a claim und&ule 12(b)(6) as one filed undRule 12(c) for judgment on
the pleadings.

A Rule 12(c) motion is functionally identictd a Rule 12(b) mtmon to dismiss for
failure to state a claim, and the salegal standard applies to both motioBsvorkin v.
Hustler Magazine, In¢.867 F.2d 1188, 1192 (9th Cit989). Specifically, a complaint
must include “only ‘a shortral plain statement of the claisihhowing that the pleader is
entitled to relief,” in order to ‘give the defernddair notice of what ta. . . claim is and
the grounds upon which it restsBell Atl. Corp. v. TwombJy550 U.S. 544, 555 (2007
(quoting Conley v. Gibson355 U.S. 41, 47 (1957)kee alsoFed. R. Civ. P. 8(a). A
dismissal for failure to state claim can be based on eitl{¢j the lack of a cognizablg
legal theory or (2) indticient facts to suppore cognizable legal clainmBalistreri v.
Pacifica Police Dep’t901 F.2d 696, 699 (9th Cir. 1990). ke a complaint attacked by @
Rule 12(b)(6) motion does not need detailettufal allegations, a plaintiff's obligation tc
provide the ‘grounds’ of his fditle[ment] to relief requies more than labels and
conclusions, and a formulaic retion of the elements of @ause of action will not do.”
Twombly 550 U.S. at 555 (citatior@mitted). The complaint musgius contain “sufficient
factual matter, accepted as true, to ‘statdaamn to relief that iglausible on its face.”
Ashcroft v. Igbal556 U.S. 662, 678 (2009) (quotiigrombly 550 U.S. at 570).

A. Tortious I nterference with Contract (Count Two)

Arizona case law provides that a tortionterference with contract claim may ng

! Although Plaintiff alsonamed Cigna as a Defendant in this matter, LIN

explained at the hearing th@igna is not a separate enthyt rather a trade name foy

LINA.
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be brought against an agent of the third ypamho entered into the underlying contragt
with the plaintiff. Pasco Indus., Inc. v. Talco Recycling, |r885 P.2d 535, 547 (Ariz. Ct

App. 1998). Even when presuming Plaintiff entered into a contract with Honeyyvell,

LINA argues that Plaintiff's claim of tortious interference with the contract by LINA
must fail because LINA, as administratof the Honeywell's Sort Term Disability
payroll practice, was Honeywell's agent. (MED3-4.) In response, Plaintiff proposes 1o
amend the Complaint to add aflegation that LINA administed Plaintiff's claim “to

serve its own interests and for its own bén&ifcluding but not linted to minimize or
eliminate potentially expensiMebility for [Long Term Disability] benefits LINA fully

insures.” (Doc. 31-4, Proposed Am. Compb4]) Defendant rejointhat nowhere in the
Complaint does Plaintiff alge that LINA provided hewith Long Term Disability

benefits—because it didot—and Plaintiff's allegation istherwise conclusory and thu

U

insufficient to support a todus interference with contractaim. (LINA’'s Reply at 9-
10.) The Court agrees. Plaintiff fails to allegéficient facts to plausibly state a tortious
interference with contract chai against LINA, which accordinto Plaintiff's allegations
was an agent of Honeywell for the purpa$¢he underlying contract. However, because
Plaintiff may be able to cure this defecttiee Complaint, the Court will give Plaintiff
leave to amend the Complawith regard to Count TwoSee Lopez v. SmitR03 F.3d
1122, 1130 (9th Cir. 2000).

B. Breach of the Duty of Good Faith and Fair Dealing (Count Three)

Both LINA and Honeywell, by joining INA’'s Motion, ask the Court to dismisg
Count Three against themedause, as Plaintiff conceddate Short Term Disability
coverage Plaintiff receives from Honeywedl a payroll practice, not an insurange
contract, and a bad faith claim against an eysal or its third-party administrator is not

recognized by Arizona law outk the context of an insurance contract. (MTD at 4-5.) In

response, Plaintiff contends that the allegations in the Complaint support a plausib

inference that she has a “special relasiip” with Honeywell and LINA unddRawlings

v. Apodaca726 P.2d 565, 569 (Ariz. 1986), basa she seeks “service, security, pegce
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of mind [or] protection” by way of Honeywedi’payment for short term disability. (MTA
at 7-9.) In such an instanclaintiff argues, Arizona layprovides that she may bring i
tort action against her employer or its thirdtgadministrator even in the absence of i
insurance contract. (MTA at 7-9.)

The Court agrees with the Ninth CiicCourt of Appeals decision addressin
similar facts inAllocco v. Metropolién Life Insurance Cp425 Fed. App’x 559, 561 (9th
Cir. 2011), even if that unpublished Memiadam Decision is ndbinding precedent and
was in the posture of a motion for summary judgment instead of a motion to dis
Plaintiff does not cite a case in which allfaith claim was actiornde in Arizona against
an employer or third party administrator oedésthe insurance contract context, and t
Court declines to extend the “special relatlop% doctrine to the circumstances Plaintif
alleges in the Complaint. ABefendants point out, the @gj of the alleged contrac
between Plaintiff and Honeywell is nohat term disability coverage, but rathg
employment. Because Plaintiffra@ot bring a bad faith claimgainst Honeywell, she alsgq
cannot state a claim against LIN#y way of joint venture allegations, nor can she stat
claim of aiding and abetting bad faith. Asresult, the Court will grant Defendants
Motion to Dismiss Count Threagainst them. Because the defect in Plaintiff's cla
cannot be cured by amendment, the €oull dismiss the claim with prejudiceSee
Lopez 203 F.3d at 1130.

[I.  Motionto Amend

As the Court already noted, Plaintifinnot state a claim amst LINA for aiding
and abetting bad faith, so amending the Complaint to add such a claim would be
See Serra v. Lappi600 F.3d 1191, 1200t®Cir. 2010). However, if Plaintiff is able tq
allege sufficient facts to state a claim fortious interference with contract by LINA
Plaintiff may also add a claim for punitiverdages if she can allege facts supporting
plausible inference of the requisite statenohd. The Court will thus allow Plaintiff to

amend her Complaint, althoughder those circumstances only.
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[11. Discovery Dispute

At the hearing, the Court also heaadgument on the parties’ disputes ov
Honeywell’s obligations to prodle any responses to the Requests for Production (RI
Plaintiff served on August 19, 2016deDoc. 41.) Three RFPs are at issue: 1) a requ
to produce all communications between Honelyyand LINA for a fixed period “relating
in any way to any and all market conduetvestigations and/or regulatory settleme
agreements relating to LINA and/or LINA'Business practices;” 2) a request for 4
documents relating to LINA'sapproval or denial of digdlity insurance or payroll
practice claims, tracking of such approval denial, and discussing or otherwis
addressing “rates or expectaisorelating to” those approval denials rates; and 3) al
documents relating to complaints made tnklywell by its employees “relating in an
way to LINA’s handling of employees’ diséiby insurance or payill practice claims.”

Plaintiff's first request, in its current fimulation, is so broad as to render

impossible for Honeywell tawomply with. Althowgh the general period set forth i

procedural paragraph of Plaintiff's first RFP to Hoeywell reasonably bounds the time

horizon of the request, the refiosies to be searched aresurfficiently targeted to allow
Honeywell to comply wthout being unduly burdened. Ri&ff does not specify whether

the communications sought are between LINA arspecific organ or administrative un

of Honeywell, or whether such communicatiare at any specified level—for exampl¢

a line adjustor or benefits coordinator, supervisory, management, or the legal depat
which of course would raisesitown discrete issues. Nor doelaintiff focus the subject
matter of her request in a way that fégwell can clearly determine whether
communication is or is not responsive ito Absent brighter delineation of thes
parameters, Honeywell is fataevith the prospect of hawj to search arguably even
repository of its electronic and paper ret in every function and department fc
communications about vaguelgefined subject matter. &h result would be both
extremely expensivand labor intensive, and stiwould leave Honeywell open tg

accusation that it failed toomply with the requst if it failed to perceive the bounds g
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relevant communications the same way Ritiidoes. Coupled with limited relevance ft¢
the issues in this case, the above concleand the Court to cohade RFP Number 1 as
currently constructed is not justified under Fedi®ule of Civil Proedure 26, as it is not
proportional to the needs dtiie case. The Court cannotrfwlate a way to tailor the
request that would provide the required sip@ty of targets wthin Honeywell and
subject matter of the communications fehich Honeywell shod search. The Court
therefore will not require Honeywell to respd RFP Number 1 iits current form. The
Court will allow Plaintiff to serve a more taiked request if that request can sufficient
address the concerns set forth above.

For similar reasons, the Court will nogdquire Honeywell torespond to RFP
Number 2 in its current formulation. Piff does not persuade the Court of th
relevance of any of Honeywell’s trackingfanmation regardingnidividual claims. The
Court therefore does not need to engaga proportionality analysis of the request fq
individual claim tracking information, but it did, the Court would find the reques
disproportionate to the needs$ the case. Similarly, agegate tracking or reporting of
acceptance or denial rates of claims is notvesie to the issues to be proved in th
matter. By itself, a claim acceptance rate ofgercent or ninety peent tells the reader
nothing about the cause or propriety of ttzé. Communications about a targeted rate
desire, intent or plan to drive a rate in aegi direction, might beelevant, and if found,
might then also make resultant rates thenesetelevant. The Couttierefore will require
Honeywell to search for and produce dments in its possession discussing targe!
rates of claim acceptance or denial for sherm disability claims during the perioc
January 1, 2014 through JuB{t, 2016 which were sharéegtween Honeywell and LINA,
or which reflect communications betweldoneywell and LINA on this topit The Court
will not require Honeywell to provide a respen® the remainder of Request Number

as it finds the remainder of the request updwrdensome, disproportionate to the nee

> The Court notes that both Defendantsresented at the hearing on this matf
that they had already searchfed such materials and foumdne. That may be the resu
of this Order. But if such materia¢xist, Plaintiff isentitled to them.

-6 -

y

e

IS

ed

2,
ds

er




© 00 N O O b~ W DN B

N NN N NN NNDNRRR R R R R B B
0w ~N O OO0 W NP O © 00N O 0 W N B O

of the case, and dealing with material thathag point is not relevant to the claims 4

issue.

Plaintiff has agreed to narrow its dReest Number 3 to communications about

complaints “made to a single Honeywell @oyee responsible for receiving suc
complaints.” (Doc. 4ht 1.) The Court still fails to sehow other employees’ complaint
about LINA’s handling of their claims is |levant to this matter. If Honeywell were tq
produce items responsive to Request Numbera showed a plan, intent or desire |
drive down STD claim acceptance ratesgnthlooking at a sampling of individua
complaints over STD claim denials and howyttwere handled might be relevant. Bl
the parties are not there noiwhe Court will thus not reque Honeywell to respond to
Request Number 3 as currently formulated.

IT THEREFORE IS ORDERED granting Badant Life Insurance Company 0
North America’s Motion to Dismss (Doc. 27). Count Two, fdrortious Interference with
Contract against Life Insurance CompanyNafith America, is dismissed with leave t
amend the Complaint. Count fEe, for Tortious Breach of the Duty of Good Faith a
Fair Dealing, is dismissed witbrejudice against all Defendants.

IT IS FURTHER ORDERED granting in gaand denying in part Plaintiff's
Cross-Motion to Amend (Doc. 31). Plaintiff naot amend the Complaint to add a clai
for Aiding and Abetting Bad Faith, but Piiff may amend theComplaint to add a
prayer for punitive damages for any amehddaim of Tortious Interference with
Contract against Life Insurance CompanyNairth America, if Plaintiff can sufficiently
allege facts supporting a plausible m&iece of the requisite state of mind.

IT IS FURTHER ORDERED that Plaifitishall file any Amended Complaint by
December 2, 2016. The Amended Complamtst incorporate all of the parties
stipulations and the Court’s rulings to date.

IT IS FURTHER ORDEREDthat, in response to #&htiff's Requests for
Production, Defendant Honeywell shallasegh for and produce documents in i

possession discussing targetedgateclaim acceptance or dahfor short term disability
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claims during the period Jamyal, 2014 througBuly 31, 2016hat were shared betwee
Honeywell and LINA, or thateflect communications betweéfoneywell and LINA on
this topic. Honeywell is not required tespond to Requests for Production Numbers
and 3.

Dated this 2% day of November, 2016.

N

HongrAble n?J._Tuchl
Uniled Stat®s District Jge
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