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sdale Healthcare Hospitals Incorporated Doc.

WO NOT FOR PUBLICATION

IN THE UNITED STAT ES DISTRICT COURT
FOR THE DISTRICT OF ARIZONA

Ron J. Huddleston, No. CV-17-02690-PHX-JJT
Plaintiff, ORDER
V.

Scottsdale Healthcare Hospitals
Incorporated,

Defendah

At issue is Defendant Sitedale Healthcare Hospitals, Inc.’s Motion to Dismi
for Failure to State a Claim (2. 7, Mot.), to which Plairff Ron J. Huddleston filed a

Response (Doc. 10, Resp.), ddeffendant filed a Rey (Doc. 12, Reply.) The Court hag

reviewed the parties’ briefs and finds tmatter appropriate fodecision without oral
argumentSeeLRCiv 7.2(f). In this Order, the Couwill also resolveDefendant’s state
court Motion to Dismiss Couritour of the Complaint (Do&) and Plaintiff's Motion to
Remand (Doc. 11).
l. BACKGROUND

According to the allegations the Complaint, on ocaround February 10, 2016
Plaintiff accepted Defendant’'s employment offe serve as the 8®r Executive Vice
President of the Fouation for HonorHealth. (Doc. 1-1 4t48, Compl.y 5.) The offer
letter that Plaintiff accepted—which Plafiitattached to the Guoplaint—included the

following provision:
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Upon receipt of the attached ewésmd “non-compete, non-disclosure”

document, you will be jpvided with a nine-montlseverance package in

the event of involuntary terminatiofgr reasons other than cause. A copy
of the SLHN Severance Planattached for your review.

(Compl. Ex. A at 2.)
The attached SLHN Serance Plan stated:
The Plan is intended to be a sevem pay plan within the meaning of
[Employment Retirement tome Security Act (“ERISA”™)] 8§ 3(2)(B)(i).
The Plan is intended t@rovide severance pay ta select group of

management of highly compensatedpéoyees as such term is described
under ERISA § 201(a)(2),301(a)(3), and § 401(a)(1).

(Compl. Ex. D Art. 1.3.) The Bh also included a Claims Pexture, which provided that
a beneficiary must file any claim for seveca pay with the Plan Administrator under
Department of Labor regulatiomsid using specified procedst (Compl. Ex. D. Art. 8.)

Around the same time as he accepifendant’s employment offer, Plaintif
entered into an Agreement/Covenant NoCmmpete with Defendd. (Compl. Ex. B.)
Plaintiff agreed that, upotermination of employment, h&ould not work to compete
with Defendant for a certain period of timearcertain geographiceggion, but “only . . .
if severance as stated abaonehe February 10, 2016 Enggiment Offer is accepted” by
Plaintiff as considerain. (Compl. Ex. B § 1.)

On February 27, 2017, Defendant sefintiff a letter stating that (1) it had
amended the HonorHealth Severance Berigan, which had superseded the SLHN
Severance Plan; (2) Associatéce Presidents were “no nger an eligible class of
participants in the Plan;” @n(3) as a result, “the Ageenent/Covenant Ndo Compete
[Plaintiff] signed when [Plaintf] became an Associate Vid&resident, which had been a
condition of receiving severanc@ader the Plan, is null and /o’ (Compl. Ex. C.) On or
around May 15, 2017, Defendant terminatelhintiff without cause. (Compl. § 8.
Defendant did not pallaintiff's demanded severance gagcause the February 27, 2017
letter terminated the Ageenent/Covenant Not to Comfe and the associated

consideration in the form of aveance pay packaginder the Plan.
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On July 19, 2017, Plaintiff filed his Cor@int in Arizona state court, alleging five
state law causes of action:elach of contract; breach die implied covenant of goog
faith and fair dealing; promissory estoppedhie wages pursuant to A.R.S. § 23-355; and
declaratory judgment. (Compl. 12-36.) All five counts seetamages arising out of the
Defendant’s failure to pay Plaintiff theeverance pay package. (Compl. 11 15-34.)
Defendant removed this actitnom state court (Doc. 1) anmtbw moves to dismiss all of
Plaintiff's claims on the grounds that thase preempted by ERISA and Plaintiff failed to
exhaust his administrative remedp#or to bringing this action.
Il. LEGAL STANDARDS

A. Federal Rule of Civil Procedure 12(b)(6)

A complaint must include “only ‘a shoand plain statement of the claim showing
that the pleader is entitled telief,” in order to ‘give the dendant fair notice of what the

. . claim is and the gunds upon which it rests.Bell Atl. Corp. v. Twomb)y550 U.S.
544, 555 (2007) (quotinGonley v. Gibson355 U.S. 41, 47 (1957)3ee alsd-ed. R. Civ.

P. 8(a). A dismissal under Rul2(b)(6) for failure to state elaim can be based on eithe

=

(1) the lack of a cognizabledal theory or (2) isufficient facts tosupport a cognizable)
legal claim Balistreri v. Pacifica Police Dep't901 F.2d 696, 699 {9 Cir. 1990). “While a
complaint attacked by a Rul(b)(6) motion does not needtaiéed factual allegations, g
plaintiff's obligation to provide the ‘grounds’ ¢fis ‘entitle[ment] torelief’ requires more
than labels and conclusionsidaa formulaic recitation of thelements of a cause of actiop
will not do.” Twombly 550 U.S. at 555 (citations oneitl). The complaint must thus
contain “sufficient factual madt, accepted as true, to ‘stadeclaim to relief that is
plausible on its face.’Ashcroft v. Igbgl556 U.S. 662, 678 (2009) (quotiigvombly 550

U.S. at 570). “[A] well-pleaded complaint may proceed &férstrikes asavvy judge that

actual proof of those facts iimprobable, and that ‘recoveryvery remote and unlikely.
Twombly 550 U.S. at 556 (quotirfgcheuer v. Rhode416 U.S. 232, 236 (1974)).
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B. Complete Preemption urnler ERISA § 502(a)(1)(B)

Pursuant to 28 U.S.C. §4%(a), a defendant may remateefederal district court
an action brought in state court for whichstdct courts have dinal jurisdiction.
Federal jurisdiction can be conferred in argtes “where Congress intended the scope
a federal law to be so broad as dntirely replace any state law clainE.g, Lodi
Memorial Hosp. Ass’'n v. Tiger Lines, LLGlo. 2:15-cv-00319-E-KJN, 2015 WL
5009093 at *4 (E.D. Cal. Aug. 20, 2015).

Where complete preemption by ERISAinsplicated, the compint is converted
from “an ordinary state common law complaint into one stating a federal clain
purposes of the well-pleaded complaint rul8éeMetropolitan Life Ins. Co. v. Taylor
481 U.S. 58, 65 (1987). Congress enadcteRISA to preventmismanagement of
accumulated funds that finance employee bEnand to ensur@ayment of employee
benefits from such fundsMassachusetts v. Morasi90 U.S. 107, 107 (1989)
Specifically, 8 502(a)(1)(B) of EIBA permits an ERISA plan picipant to file a civil
action where benefits are “due to him undemt of the plan, to enforce his rights und
the plan, or to clarify his rights to futukbeenefits under the terms of the platd’ (citing
29 U.S.C. § 1132(a)(1)(B)). The Supreme Qaduas recognized that, in § 502(a) (
ERISA, Congress intended to “colegely pre-empt this subject area” such that any st
claim “is necessarily fderal in character Metropolitan Life 481 U.S. 58 at 64.

Complete preemption under 8 502(a)“isally a jurisdictional rather than a
preemption doctrine, [because it] confeegclusive federal jusdiction in certain
instances where Congress intenttezlscope of a federal law to be so broad as to enti
replace any state-law claimMarin Gen. Hosp. v. Modesto & Empire Traction Ca881
F.3d 941, 945 (9th Cir. 2009). The Supre@eurt has formulated a two-prong test |
determine whether a state-law cause ofioacis completely preempted: (1) “af
individual, at some point in time, caulhave brought [the] claim under ERIS/
8§ 502(a)(1)(B),” and (2) “there is no otherdependent legal duty that is implicated Kk
defendant’s actionsfd. at 946 (quotingdetna Health Inc. v. Davilab42 U.S. 200, 210
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(2004)). “A state-law action is completelyegempted by 8 502(a)(B) only if both
prongs of theDavila] test are satisfied.ld. at 947. “The basic thrust of the pre-emptic
clause . . . was to avoid a multiplicity ofgulation in order tgermit the nationally
uniform administration of employee benefit plans.Y. State Conference of Blue Crof
& Blue Shield Plans v. Travelers Ins. C514 U.S. 645, 657 (1995).
. ANALYSIS

A. Davila’s First Prong: Whether Plaintiff's Causes of Action Fall within
the Scope of ERISA § 502(a)(1)(B)

In its Motion to Dismiss, Defendant argubsat all of Plaintiff's state law cause{
of action arise out of a beiteDefendant offered under ¢hSLHN Severance Plan and
because the Plan specified that it was an ERISA plan tifflainlaims are preempted by
ERISA. (Mot. at 4-5; Reply at 3-5.) In respga) Plaintiff argues that he “has not assert
any causes of action as a plan beneficiametmver benefits under an ERISA plan,” b
rather “is suing to recover dms independent seaw-based breach of written contra
obligations owed by Defendant(Resp. at 4.) To the exteRlaintiff asks the Court to
rely purely on the allegatiorand claims as styled in tl@mplaint and not the languag
of the agreements betweeretparties underlying Plaifits claims—agreements thaf
Plaintiff attached to the Corfgint—the Court declines thamvitation. A court should
consider “material which is properly submittas part of the complaint on a motion f{
dismiss without converting the motion to disminto a motion fosummary judgment.”
Lee v. City of Los Angele®50 F.3d 668, 688 (91Gir. 2001) (quotind3ranch v. Tunnell
14 F.3d 449, 458¢th Cir. 1994)).

The threshold question before the Qoisr whether the agement to provide
Plaintiff severance pay was a severancg pkan under ERISA. The parties do nc
dispute that they entered into a contractRtaintiff's employmentUnder Arizona law,
the interpretation of a contract is aegtion of law for the court to decidgee Hadley v.
Sw. Props., In¢.570 P.2d 190, 193 (Ariz. 197/ower P.E.O., Inc. v. Emps. Ins. g
Wausay 38 P.3d 12241228 (Ariz. Ct. App. 2002)see also Abrams v. Horizon Carp
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669 P.2d 51, 57 (Ariz. 1983) (stating thée determination of whether a contra
provision is ambiguous is a question of Jawhe court must give effect to a contra
provision as written if it is clear and unambiguobiadley, 570 P.2d at 193 (citation
omitted).

The severance pay provisiah the employment agreemt explicitly referred to
the terms of the SLHN Severance Plan, whvigas incorporated as an attachment to {
agreement that Plaintiff sigde(Compl. Ex. A at 2.) The agreement thus unambiguoy
provided that severance would be paidspant to the terms dhe SLHN Severance

Plan. Indeed, the employment agreement lackeddetails of severance pay beyond t

term “nine-month severance package,” dhd actual definition of that compensation

“package’—which Plaintiff exptitly seeks as damages ingtawsuit—was provided in
the SLHN Severance Plan, rtbe employment agreement. (Compl. Ex. D.) The Plan
turn, unambiguously praded that it was “a severanceypplan within the meaning of
ERISA § 3(2)(B)(i),” codifiedat 29 U.S.C. § 1002(2)(B)(ifCompl. Ex. D Art. 1.3.)
Plaintiff attempts taanalogize this case tdarin General Hospital581 F.3d at
946, to argue that his claims are independent from the SLHN Severance Plan. (Res
7.) There, Marin General Hospital (&h Hospital’) called Medical Benefitg
Administrators of MD, Inc. (MBAMD”) to confirm a patient’shealth insurance under a
ERISA plan provided by his employeld. at 943. MBAMD orally confirmed the

he
sly

he

p. al

insurance coverage, authorizéee treatment, and agreed to cover 90% of the medical

expensedd. After the procedure, MBAMD refusdd pay the full amount of 90% of the

expensesld. at 947. The Ninth Circuit found théecause all of the Hospital's claim
arose out of an alleged oral contract tbe additional amount owed, the assert
obligation stemmed from the or@ntract, not an ERISA plafd. at 948.

Unlike Marin, Plaintiff is not seeking benefisutside of the ERISA plan via ar
independent agreement. Insteghe Complaint and incorpated documents show tha
Plaintiff's claims arise from a “nine mdnseverance package” Defendant offered un(

the SLHN Severance Plan, which unambigupysbvided that itwas an ERISA plan.
-6 -
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Pursuant to the terms of his employmagreement, Plaintiff could have sought

administrative remedies and ultimately bgbti his claims to court for severance pay

under ERISA § 502(a)(1)(B) after Defendant mfi@d him he was no longer eligible fo|
the offered severance packadgge€Compl. Ex. D Art. 8.)

Moreover, the relief Plaintiff seekdoes not fall outside of the employment

benefits Congress meant to safeguardnfrabuse and mismanagement of funds |i

enacting ERISASee Morash490 U.S. at 112. With reghto ERISA’s objective of
regulating employee benefit plans, the Supré€uart noted that “plas to pay employees
severance benefits, which are payablely upon termination of employment, ar
employee welfare benefit plans within the meaning of the Adt."at 116 (citations
omitted). The firsDavila prong is thus satisfied.

B. Davila’'s Second ProngWhether Defendant’s Actions Implicate
Any Other Independent Legal Duty

11%

r

With regard toDavila's second prong, Defendant argues that none of Plaintiff's

state-law causes of action are based galleluties independent of those imposed py

ERISA under Defendant's ERASplan. (Mot. at 6.) InDavila, the Supreme Court
rejected the plaintiff’'s contention that af@ arose independent of ERISA because
liability existed only tihhough the defendant’s administaatiof the ERISA plan. 542 U.S

at 210-13;see alsdn re: Premera Blue Cross Cusher Data Sec. Breach LitigNo.

3:15-md-2633-Sl, 2017 WL 539578, at *18 (Or. Feb. 9, 2017) (“No independent lega

duty exists where interpretatiari the terms of the ERISA-gallated benefits plan forms
an essential part of the claim and where defendant’s liability ests only due to its
administration of the EBA-regulated plan.”)

Here, Plaintiff attempt® analogize this case Rierce v. Wells Fargo Bank, N,A.

380 Fed. App’x 635 (9th Cir. 2010), an unpsihhed memorandum decision. (Resp. at [9-

10.) In Pierce the Ninth Circuit reversed the dist court by finding the plaintiff's

allegations that his acquiring employer would\pde “severance benefits of the type and

amount specified” in the acquired employdfRISA-governed plagould be reasonably
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read to allege that the plaintiff was onlifeved a specified amount “equivalent” to tha
under the ERISA plan, and not necessanlyERISA-governed severance pay pldnat
636; Pierce v. Wells Fargo Bank, N,ANo. C 08-1554 JF (HRL.2009 WL1258591, at
*6, 10 (N.D. Cal. May 5, 2009)acated and remanded\s such, the secondavila
prong was not satisfied because the plaifiviis claiming this amount precisely becaus
it is not owed under [his] plan,” and theapitiff's claims arosdrom an “independent
legal duty that is implicateldy the defendant’s action?ierce 380 Fed. App’x at 636.

Pierce to the extent it is dhority, is notably distiguishable from this case

Plaintiff's Complaint and thagreements upon which it redi€lo not raise any suggestion

that Plaintiff was offered a severance gk “of the type and amount” or “equivalent
to severance amounts specified in the SLE#erance Plan. Rather, Defendant offer
Plaintiff a “nine month severance package” untlez terms of te attached SLHN
Severance Plan, an ERISA pldrefendant’s legal duties thasose from an ERISA plan
See Davila 542 U.S. at 210-13. Because thas no other independent legal dui
implicated by Defendard’ actions, the seconDavila prong is satisfied, and all of
Plaintiff's claims are preempted by ERISA.

C. Failure to Pursue Administrative Remedies

To bring an action arising from an ERI$#an, a claimant is required to “avai
himself or herself of a plan’s internal rew procedures before bringing suit in feder
court.” Diaz v. United Agr. EmpWelfare Benefits Plan & Tr50 F.3d 1478, 1483 (9th

At

€

ed

y

al

Cir. 1995). Article 8 of the SLHN SeveranBé&n established claims procedures for any

claim of benefit under the Plan, including pedares for denials, notice, appeals, a
review. SeeCompl. Ex. D Art. 8.) It also providefbr the claimant’s right to bring an
action under ERISA 8 502(a) once the interolims procedure idully exhausted.

(Compl. Ex. D Art. 8.) Plaintiff concedes higd not bring his claim for severance p4g

through the SLHN Severance Plan’s admmatste review process before filing this

action. (Resp. at 10-11.) Because Plaintiff thile exhaust his admstrative remedies as
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required for claims arising from ERISA-goverh plans, the Coumust dismiss his
claims.Diaz, 50 F.3d at 1483, 1486.
IT IS THEREFORE ORDERED granting Defendant’81otion to Dismiss for
Failure to State a Claim (Doc. 7).
IT IS FURTHER ORDERED denying as moot Defendant’s state court Motipn
to Dismiss (Doc. 5), andenying Plaintiff's Motia to Remand (Doc. 11).
IT IS FURTHER ORDERED directing the Clerk of Court to enter judgment in
favor of Defendant and close this case.
Dated this 9th dagf November, 2017.




