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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA

Case No0.3:11-cv-01673-JCS

Huerta,

Plaintiff, ORDER GRANTING DEFENDANT’'S
MOTION FOR SUMMARY JUDGMENT,
2 DENYING PLAINTIFF'S MOTION FOR
SUMMARY JUDGMENT, AND
DENYING DEFENDANT'S MOTION TO
STRIKE AS MOOT [Dkt. Nos. 44, 50, 57].

AT&T Umbrella Benefit Plan No. 1,

Defendant.

l. INTRODUCTION

Plaintiff Juan Huerta (“Plaintiff”) brings th action for disability benefits under 29 U.S.C.
8 1132, which provides for civil actions agdiesmployee benefit plans governed by the
Employee Retirement Income Security Act of 1974 (“ERISA”), 29 U.S.C. 88 ai0@f). At
issue is the proper interpretation of the Pacilesis Group Comprehensive Disability Plan
(“Disability Plan”). Plaintiff aserts the Claims Administrator vabéd the terms of the Disability
Plan by failing to provide timely notice thiatvould recover an overpayment occasioned by
Plaintiff's receipt of retnactive Social Security Bability Insurance benefitsTherefore, Plaintiff
argues, Defendant can no longer recoveptregpayment by reducirfgis monthly long-term
disability benefits. Té parties brought cross-motions forrsuary judgment, which are presently
before the Court. The motions came on feaitng September 21, 2012 at 9:30am. The parties
submitted supplemental briefing on October 5, 202@r. the reasons stated below, Defendant’s

Motion for Summary Judgment BRANTED and Plaintiff's Motion for Judgment is DENIED.

! The parties have consented to the diijmwsof this case before the undersigned
magistrate judge pursuant to 28 U.S.C. § 636(c).
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. BACKGROUND?

A. Overview of the Disability Plan

Plaintiff receives monthly long-term disabili(fLTD") benefit payments from the Pacific
Telesis Group Comprehensive Disability Plan, mponent of the largekT&T Umbrella Benefit
Plan No. 1. Joint Statement of Undisputed Material Facts (“UMF”) Nos. 2, 4, Administrative
Record (“AR”) 1292, 1324. At all relevant timeST&T, Inc. (“AT&T”) has been the Plan
Administrator, and as such, has the “authoritg discretion to interpret the terms of the Plan,
including the authority and dis¢ien to resolve inconsistencies ambiguities.” UMF No. 7, AR
1315. Sedgwick Claims Management Services,(I'82dgwick”) is tke third-party Claims
Administer for the Disability Plan, UMF No. 9nd has been delegated AYy&T “the power and
discretion . . . to interpret and adopt reasonatesicuctions of any provisn of the Plan.” AR
1237° The Sedgwick unit that administers claimsdizability benefits under the Disability Plan
is AT&T Integrated Disaltity Service Center (“IDSQ. UMF No. 10, AR 1829-47.

The Disability Plan unambiguousgyrants the Claim Administtor the power to reduce a
participant’s monthly LTD bendfpayments by the amount of their SSDI payments. Section 5
the Disability Plan governs LTD benefits. AR 122%- Section 5.2.1 states that “[i]t is the intent
of the Plan that a Participant shall not receivglidate benefits from the Plan and from sources
paying Integrated Benefits.” AR 1227. “Integich®enefits” is defined within section 5.2.1(a) to
include SSDI benefit paymentsd. Section 5.2.2 of the Disabiliglan provides the “Rules to
Offset Integrated Benefits,” and subsecttoR.2(b) states that “[i]f Long Term Disability

2 Unless otherwise indicated, the Court reliedfacts which are undisputed or which the
Court found to be undisputed.

3 Section 11.4 of the Disability Plan resags follows: “The Long Term Disability
Claim Review Administratioshall have the power and discretion to resolve all factual
issues presented in a request for reviea imasonable manner, and to interpret and adopt
reasonable constructions of any provisiothaf Plan whenever interpretation or
construction is needed to rés®any issue presented in guest for review. The Long
Term Disability Claim Review Administratehall also have the power and discretion to
establish general interpretatiomsles, and procedures toide the Long Term Disability
Claim Administrator when appving or denying similar eims under Section 10.” AR
1237 (emphasis added).
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Benefits and Integrated Benefdse payable at the same tinmelapply to the same period of
disability, the Long Term Disadlity Benefits shall be reducday the amount of Integrated
Benefits.” AR 1228. In other words, the Did@piPlan enables the Claims Administrator to
reduce a plan participant’s monthly LTD babhpayment by the amount of their SSDI benefit
payment.

In the situation where a plan participant sloet receive timely SSDI benefit payments,
but rather receives a lump suetroactive SSDI award, the Dishtyi Plan also unambiguously
grants the Claims Administrator the power to @t offset to recover the amount overpaid to
the participant. Section 5.2.2(fpsts that “any retroactive rewantlSocial Security benefits
described under Section 5.2.1(aganot paid to a Participatir@ompany may, but shall not be
required to, be deducted from future Long Td@isability Benefits.” AR 1228-29. Section
5.2.2 further states that “[t]here is no time limit when offsets available under this section can
be applied[,]” and that “[flailure to apply an offsas soon as it is avdila shall not constitute a
waiver of offset rights or otherwiggevent their later exercise.” AR 1229.

The Disability Plan also grésmthe Claims Administrator the power to recover an
overpayment by reducing a participant’'s monthly Li&nhefit payments. Section 5.2.3 states thg
retroactive SSDI benefits “may be recovebydwithholding any further Long Term Disability
Benefits under the Plan until the amount overpaideemed to have been advanced has been
recovered.” AR 1229. When the Claims Adrstrator recovers an overpayment by reducing a
participant’s monthly LTD beefit payments, subsection 12@&:) applies the following
“condition”:

If a payment of a Long Term Disability Bdites reduced or eliminated in order to
permit the Plan to recover an overpayiner advance, then the Long Term
Disability Claims Administratoshall give written notification within ninety days
after declaring the over payment.

UMF No. 17, AR 1236 (emphasis added). The main issue in this case is whether IDSC adhe

to the notice condition in subsection 10.3.2(c).

~—+
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B. Plaintiff's LTD Benefits

Plaintiff was a Communication €knician for Pacific Bell, but left work on December 27
2004 due to cervical stenosis, myelopathy cervarad, cervical spine radiculopathy. UMF Nos.
1, 19, AR 409, 463, 449. Plaintiff's claim for shontrredisability benefits was approved for the
maximum duration of 52 weeks, from January 3, 2005 to January 1, 2006. UMF No. 20, AR
78. When Plaintiff applied fdtTD benefit payments, IDSC informed Plaintiff that he was
required to apply for SSDI benefits within ninetstys of IDSC approving his application for LTD
benefits. UMF No. 26, AR 475. IDSC informedafltiff that if he received any SSDI benefits,
the amount of his monthly LTD benefit paymewtsuld be reduced by the amount of his SSDI
benefits. UMF Nos. 24, 27, AR 475. Plaintiff wasainformed that if heeceived a retroactive
SSDI award, Plaintiff would be required to reinmngeithe Disability Plan for the amount he had
been overpaid by the Disabilityd?l. UMF No. 27, AR 475.

Plaintiff also signed an Agreement ConcaghLong Term Disability Income Benefits
(“the LTD Agreement”) before he began reaeg/LTD benefits. UMF No. 22, AR 1147. Under
the LTD Agreement, Plaintiff agreed to notifyethlaims administratammediately if he began
receiving SSDI benefits. Plaifftalso agreed to repay the Disability Plan for any advance in ful
after the claims administratdetermined the amount of theespayment. UMF Nos. 29-35, AR
1140. Once Plaintiff was approved for LTD bBtsecommencing January 2, 2006, IDSC sent
Plaintiff a letter reminding him of his obligationsrotify IDSC if he received any SSDI benefits
and repay any overpayment resulting fromteogective award. UMF Nos. 38-41, AR 1053-54.
To ensure that IDSC would be apprise@ony SSDI award, Plaintiff authorized Allsup, Inc.
(“Allsup™), a third-party vendor ofDSC'’s, to obtain Plaintiff's Social Security status and relay
that information to IDSCAR 525-26, 560, 814-19.

Although Plaintiff applied for SSDI benefits February 2006, he did not receive any

SSDI benefit payments until February 2009. At that time, in addition to receiving monthly SSDI

benefit payments, Plaintiff received a retribae SSDI award because it was determined that
Plaintiff should have received SSDI bengfityments beginning June 1, 2005. UMF No. 47, AR
560. On February 9, 2009, IDSC learned allotSSDI benefits tbugh Allsup, including the

R75-
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retroactive award. AR 560. On February 2009, one of IDSC’s case managers, Mr. Brad
Bingle, began to offset Plaintiff’s monthly LTBenefit payments to account for his monthly
SSDI benefit payments, but not to account ferritroactive award. UMF No. 48, 50 AR 560.

One week later, on February 17, 2009, Bingle calculated the amount of the
overpayment occasioned by the retroactive SSDI award as totaling $63,288.11. UMF No. 49
560. Mr. Bingle forwarded the spreadsheet withdhlculations to his supervisor and set his
diary to follow up in five business da{)sAR 560. On March 2, 2008)r. Bingel's supervisor
reviewed the calculatioof the overpayment and confirmigdo be correct. UMF No. 511, AR
561. Mr. Bingle’s supervisor noted that the “letd@d spreadsheet have been returned to the
[case manager]. The [overpayment] trackscreen has been completed.” AR 581this point,
according to IDSC'’s “Step Process,” Mr. Bingleould have called Plaifftand mailed him an
“Overpayment Letter” within one business dagee PI. Opp., Ex. 1, DEF 3. However, Mr.
Bingle did not notify Plaintiff of the overpaymethrough a letter or any other means.

On February 15, 2010, Plaintiff's case managdDSC changed to Ms. Debra Lawlor.
UMF No. 59, AR 568. On March 29, 2010, Miswlor investigated and discovered the
$63,288.11 overpayment, and that IDSC had onlyieghphe monthly SSDI benefits to offset
Plaintiff's LTD benefits, not tl retroactive award. UMF No. 68R 571-72. Ms. Lawlor sent
an email to Mr. Bingel's supervisor, remindingrhof the Juris message he made confirming Mr
Bingel’s calculation of the overpayment. AR1. Ms. Lawlor wrat: “I cannot find the

overpayment calculation letted cannot find Brad’s spreadst. | need to know if we

* The exact notation in Juris, IDSC’s intatmote system, is as follows: “forwarded
spreadsheet and letter to TL feview and set diary to f/u B business days.” AR 560. “TL”
means “team leader.”

> The AT&T Integrated Service Center LongrifeDisability Step Process (“IDSC’s Step
Process”) directs the case manager to calcthateverpayment withitwo business days of
receiving the offset information, and draft a stdatter and refer the tieer and spreadsheet the
supervisor within one more business day.Cip., Ex. 1, DEF 2. The supervisor then reviews
the spreadsheet and letter withivo business days, and return®ithe case manager for further
handling. Id. The case manager is then suppdsezhll the partipant and mail the
Overpayment Letter within one more business ddyat DEF 3. These internal procedures
suggest the participant is supposedbe notified of the overpayment within six days of IDSC
receiving the information.

, AR
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recovered the overpayment. Can you heldR 572. Mr. Bingel's supervisor responded: “You
need to look in SIR to see if Brad ever serittba overpayment spreadsheet and letter. It doest
appear that any of the money was repaid. Hezdhe documents...” AR 572. That same day,
Ms. Lawlor called Plairff and left a voicemail message advising him that IDSC would send a
letter regarding an overpayment due to hisogective SSDI benefits. UMF No. 61, AR 572. Ms.
Lawlor sent the Overpayment Letter later thay, and Plaintiff received it on April 6, 2010.
UMF No. 62, AR 714, 718-21. Thigas Plaintiff’s first notice of the overpayment which IDSC
had calculated over a year priddMF Nos. 62, 66 AR 572, 719-21.

The Overpayment Letter informed Plaintifethit would seek recovery of the $63,288.11
overpayment and gave Plaintiff three optionsgionburse the Disability Plan. AR 720-21. One
of the three options was to repay the amaumall by “March 18, 2009,” even though the letter
was dated “March 29, 2010.” AR 719-20. The ot options would require Plaintiff to make
$500 minimum monthly payments, bave IDSC reduce Plaintiff's monthly LTD benefits by
$500 until the full amount was recovered. AR 720-21. The Overpayment Letter cited to the
provisions in the Disability Plan which autha@IDSC to recover an overpayment occasioned
by a retroactive SSDI award. UMF No. 62, AR8-21. The Overpayment Letter did not
mention IDSC’s delay in notifying Plaintifhowever, or reference subsection 10.3.2(c), which
states that if the Claims Administrator widlcover an overpayment by reducing monthly LTD
benefits, the Claims Administia “shall give written notificaon within ninety days after
declaring the overpayment.” AR 1236. Finatlye Overpayment Letter stated: “If you disagree
with the overpayment amount or that you hbeen overpaid LTD benefits by the Plan, you or
your authorized representative may submit atenitlaim[,]” and provided IDSC’s address.
UMF Nos. 63-64, AR 721.

In the year between the timeaRitiff received his retroactive SSDI award, and the time i
which IDSC notified Plaintiff that it would sed& collect an overpayment of LTD benefits
occasioned by the retroactive SSDI award, PRiatgues that he spent the retroactive SSDI
award. On June 23, 2010, IDSC informed PI8ittiat it would start deducting $500 from his
monthly LTD benefit payments in ond® recover the $63,288.11 overpayment.

I
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On June 28, 2010, Plaintiff's counsel wrote aeletd IDSC noting Plaintiff's intention to
request a review of IDSC’s decision afteojper notice was made of his rights, requesting
documents relevant to Plaintiff’'s claim for benefits, and disputing ID8@Ms to recover the
payment without providing notice ®laintiff within ninety days otalculating the overpayment.
UMF No. 77, AR 707-710. In the lettePlaintiff's counsel wrote'Please note that this is not
Mr. Huerta’s request for review of the Margf, 2010 adverse benefit determination. Mr. Huert
will submit a request for review at a later datéerafie has properly been noticed of his right to
request review.” AR 707. IDSC newesponded to this letter. UMF No. 78.

C. The Complaint

On April 6, 2011, Plaintiff filed his complaint he Northern District of California. Dkt.

1. On January 2, 2012, Plaintiff filed his Filshended Complaint alleging three causes of
action under ERISA: (1) a claifor benefits pursuant to ERISA502(a)(1)(B), 29 U.S.C. §
1132(a)(1)(B), to recover benefits due under the terfntise Disability Plan and to enforce and/or
clarify his rights to future benefits; alternatiy€R) a claim for equitable relief pursuant to ERISA
8 502(a)(3), 29 U.S.C. § 1132(a)(3), to enjoia Bisability Plan from continuing to reduce
Plaintiff's benefits; and (3) a claim for equitabklief pursuant to ERISS 502(a)(3), 29 U.S.C.
8 1132(a)(3), to enjoin the Disability Plan frdailing to issue a notice of adverse benefit
determination when it begins to reduce monthly Lddhefits to recover an overpayment. DKkt.
31. The parties have filed cross-motidoissummary judgment. Dkts. 44, 50.

D. Plaintiff's Motion for Judgment °

Plaintiff moves for summaryigdgment, or in the alternag, requests a bench trial
pursuant to Federal Rule of Cifocedure 52(a). Plaintiff’'s Matn at 9. Plaintiff asserts he is
entitled to judgment beaae IDSC did not comply with the plain language of the Disability Plary
and therefore, Defendant is now barremhirrecovering the $63,288.11 overpayment by reducin

Plaintiff's LTD monthly dsability payments by $500d. at 13-17. Specifically, Plaintiff accuses

® The Court summarizes Paiff's arguments from the following motion papers: 1)
Plaintiff's Opposition to Defendds Motion for Summary Judgme (“Plaintiff's Opposition™);
2) Plaintiff's Motion and Notice of Motion for Judgent (“Plaintiff's Motion”); and 3) Plaintiff's
Reply in Support of Plaintiff’'s Motion for Judgmess a Matter of Law (“Plaintiff's Reply”).
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IDSC of violating subsection 10.3.2(c) of the DisipPlan, which Plaintf argues, requires the
Claims Administrator to provideritten notice to a participant that it will recover an overpaymel
within ninety days of calculating that overpaymeld. at 14. Plaintiff ontends that subsection
10.3.2(c)’s notice requirement protects plan participants from unreasonable delay, and make
sense in light of the overall purpgosf disability benefits, whichre intended to replace vitally
needed incomeld. at 16-17. Plaintiff asserts he n@d IDSC of his SSDI benefits by
authorizing Allsup to obtain his Social Secustatus and relay thatformation to IDSC, and
also argues that the LTD Agreement cannot override or modify the written terms of the Plan.
Plaintiff's Opposition at 19-21. Rintiff also brings equitablelaims under ERISA § 502(a)(3),
29 U.S.C. § 1132(a)(3), to prevent Defendanirfrdepriving him and other Disability Plan
participants the proceduralgiections mandated by ERISA, and to enjoin Defendant from
reducing Plaintiff's LTD beni#s on equitable grounddd. at 17-21. Plaintiff also opposes
Defendant’s Motion on the grounds thilaére are disputed issuesnoéterial fact with respect to
the applicable standard of rew, and Plaintiff's alternative &im for relief under 29 U.S.C. §
1132(a)(3). Finally, Plaintiff@ntends the Court should applgenovo standard of review on
Plaintiff's § 1132(a)(1)(B) claim because there is no unambiguous proof that discretionary
authority had been vested in Sedgwick, andnn event, Sedgwick failed to exercise that
discretion.

E. Defendant’s Motion for Summary Judgment

Defendant asserts that it is entittedsummary judgment on Plaintiff§1132(a)(1)(B)
claim because no genuine issue of material facteitsmt Defendant was entitled to recover the
$63,288.11 overpayment that resulted from Plaintiffteoaective Social Security benefits and wag
authorized by the terms of the Disability Ptarrecover the overpaymeby reducing Plaintiff's

monthly LTD benefits. Defendant’s Motion at-13. Defendant argues that the terms of the

" The Court summarizes Deféant’s arguments from the following motion papers: 1)
Defendant AT&T Umbrella Benefit Plan No.slMotion for Summaryudgment (“Defendant’s
Motion”); 2) Defendant AT&T Umbrella BenefRlan No. 1's Opposition to Plaintiff's Motion for
Judgment (“Defendant’s Opposition”); and 3) Defendant AT&T Umbrella Benefit No. 1's Repl
in Support of Motion for Summarudgment (“Defendant’s Reply”).

8

nt

[92)
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Disability Plan provide that theris no time-bar to applying afffget to recover an overpayment
occasioned by retroactive SSDI benefits, ard BBSC complied with subsection 10.3.2(c)’s
condition of notice because Defendant “destéi overpayment on March 29, 2010 when IDSC
notified Plaintiff of the overpayment. DefendariReply at 7. Defendant also argues the LTD
Agreement obliges Plaintiff to affirmatively disclose his retroactive award, and accuses Plaint
of hiding his retroactive payment by failing to do so. Defendant’s Matida, 21-22.
Defendant also requests the Cdargrant its Motion on the basis that Plaintiff failed to exhaust
his administrative remedies. Finally, Defendassgerts the Court shduhpply the abuse of
discretion standarddecause discretionary authority to interpret the terms in the Disability Plan
was delegated to Sedgwick, and independent third-party Chsdménistrator.
1. LEGAL STANDARD -- SUMMARY JUDGMENT

Summary judgment is apppriate “if the pleadings, depositions, answers to
interrogatories, and admissions de ftogether with the affidavit# any, show that there is no
genuine issue as to any matefait and that the moving partyestitled to judgment as a matter
of law.” Fed.R.Civ.P. 56(c). In order togwail, a party moving for summary judgment must
show the absence of a genuine ésstimaterial fact with respetd an essential element of the
non-moving party’s claim, or to a defense on which the non-moving party will bear the burde
persuasion at trialCelotex Corp. v. Catrett, 477 U.S. 317, 323 (1986). FurtheCetotex requires
that for issues on which the movant would beatbilelen of proof at triathat party must show
affirmatively the absence of a geneaiissue of material fact,” theg, “that, on all the essential
elements of its case on which it bears the buadgmoof at trial, no rasonable jury could find
for the non-moving party. Fitzpatrick v. City of Atlanta, 2 F.3d 1112, 1116 (11th Cir. 1993).
Once the movant has made this showing, thedsutiden shifts to the party opposing summary
judgment to designate “spedcifiacts showing there is a genuine issue for tried.”at 323. On
summary judgment, the court dramlsreasonable factual inferendesfavor of the non-movant.
Anderson v. Liberty Lobby Inc., 411 U.S. 242, 255 (1986).
V. ANALYSIS

A. Exhaustion

iff

n of




United States District Court
Northern District of California

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

The first issue demanding the Court’s attentgowhether Plaintiff properly exhausted his
administrative remedies. “Federaurts have authority to enfie the exhaustion requirement in
ERISA actions, ‘and [ ] as a matter afund policy they should usually do soDishman v.

Unum Life Insurance Co. of America, 269 F.3d 974, 984 (9th Cir. 2001) (citiAghato v. Bernard,
618 F.2d 559, 568 (9th Cir. 1980). There are, howeseeptions to this general rule, and
“occasions when a court is obliged to exerdisgurisdiction and is guilty of an abuse of
discretion if it does not, the most familiaraemples perhaps being when resort to the
administrative route is futile or the remedy inadequald.{(citations omitted).

Here, Defendant argues Plafhfailed to present his claim to the Claims Administrator,
thereby depriving Sedgwick of the opportunityctmsider his overpaymeclaim. Plaintiff
responds that because Defendant failed to comijlythe notification requirements mandated byj
the regulations promulgated under ERISA, fi#iis “deemed to have exhausted the
administrative remedies available under ffian” pursuant to 29 C.F.R. § 2560.503-1().

Under section 2560.503-1(g), compliance VEfRISA’s notification requirements are
required for “any adverse befit determination.” Seeid. By the terms of section 2560.503-
1(m)(4), an “adverse benefit tgmination’ means any of thelli@mwing: a denial, reduction, or
termination of, or a failure to provide or makeypeent (in whole or in paytfor, a benefit[.]” 29
C.F.R. 8 2560.503-1(m)(4). Plaintiff argues tkeduction in benefits by $500 per month to
recover the overpayment is both aduction” in Plaintiff's benefitand a “failure to provide or
make payment . . . in part” withinglmeaning of 29 C.F.R. § 2560.503-1(m)(®@kfendant
argues the March 29, 2010 letted diot constitute an adverse benefit determination because
IDSC did not notice a reduction in benefits, mather initiated the recovery of Plaintiff's

overpayment. Defendant’s Motion at 19. Howe Defendant cites no authority for this

8 The full text of the regulation is as follow/n the case of the failure of a plan to
establish or follow claims procedzs consistent with the requirentgf this section, a claimant
shall be deemed to have exhausted the admatiist remedies availablender the plan and shall
be entitled to pursue any available remedies useleion 502(a) of the Aon the basis that the
plan has failed to provide a reasonable claimseqmare that would yield a decision on the merits|
of the claim.” 29 C.F.R. § 2560.503-1.

10
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proposition. By the terms @ C.F.R. § 2560.503-1(m)(4n “adverse benefit determinations”
is broader than a denial ofrifits and includes theeduction” in Plaintiff's monthly benefit
payments at issue her&herefore, IDSC was obliged tmmply with the notification
requirementsf 29 C.F.R. § 2560.503-1.

Defendant contends that IDR@mplied with the notifiddgon requirements because the
Overpayment Letter mailed to Plaintiff on Mha 29, 2010 states: “If you disagree with the
overpayment amount or that you have beenpmid LTD benefits by the Plan, you or your
authorized representative may submit a writt@meifor benefits,” and provides IDSC’s address.
AR 721. The Overpayment Letter did not comply with the notification requirements, howevel
because it did not state a “daption of the plan’s review procedures and the time limits
applicable to such procedures”include a “statement of theatinant’s right to bring a civil
action” following an administrative appeal. 2F®R. 8§ 2560.503-1(g)(1)(iv)Nor did the letter
contain a “statement that the cfaint is entitled toaceive, upon request and free of charge, . . .
other information relevant to the efg.]” 29 C.F.R. § 2560.503-1(j)(3).

In response to IDSC'’s deficient notice, Rtdi’s attorney mailed a letter on June 28,
2010 demanding notice pursuant to the applicalgelaions and stating &htiff's intent to
request an administrative reviewR 707-10. IDSC never respondedPlaintiff's letter, thereby
depriving Plaintiff of higight to his right to amdministrative appeal. €hefore, by the terms of
29 C.F.R. 8 2560.503-1(l), Plaintiff is “deemed tod@xhausted” his administrative remedies.
Seeid. Accordingly, the Court has jwtliction over this matter.

B. Plaintiff's Request for an Injunction under § 1132(a)(3)

Having determined that IDSCigeduction of Plaintiff's berfés constitutes an “adverse
benefit determination,” the Court now addred3ksntiff’'s request foan injunction under 8§
1132(a)(3) ordering IDSC to complyith ERISA’s procedural reqeements, namely, to provide
adequate notice and provide Plaintiff with alland fair” administrative appeal. Plaintiff's
Motion at 18-21. While the Court agrees thaS{Dshould have providetiequate notice of its
administrative review process, ordering IDS(Mtovide an administteve appeal after this

Court’s adjudication of the substantive issues ale no effect on Plaintif' rights. Nor is there

11
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any evidence to show that IDSC will continoefail to adhere to ERISA’s notice requirements
and appeals procedur&ee City of Los Angelesv. Lyons, 461 U.S. 95, 102 (19838)[p]Jast
exposure to illegal conduct doest in itself show a presenase or controversy regarding
injunctive relief ... if unaccompad by any continuing, preserd\aerse effects.”) (internal
guotations omitted). Plaintiff's claim for injuncéwvelief pursuant to §132(a)(3) ordering IDSC
to comply with ERISA’s procedurakquirements is therefore DENIED.

C. Standard of Review

Next, the parties disagree with regard t® éippropriate standaad review the Court
should apply to Plaintiff's claimarising under § 1132(a)(1)(B). “denial of benefits challenged
under § 1132(a)(1)(Bs to be reviewed underde novo standard unless the benefit Plan gives th
administrator or fiduciary discretionary authoritydetermine eligibility for benefits or to
construe the terms of the Plarfzirestone Tire and Rubber Company v. Brunch, 489 U.S. 101,

115 (1989). Where the administrator has been gitatiseretionary authority, a denial of benefits
is generally reviewed for an abuse of discretitdh. In applying the abuse of discretion standard
courts should take into accouarty conflict of interest on paof the plan administratorAbatie v.
Alta Health & LifelIns. Co., 458 F.3d 955, 965 (9th Cir. 2006). Moreover, when a plan
administrator fails to exercise the discretionamyhority of which it has been granted, courts are
instructed to applge novo review. Jebian v. Hewlett-Packard Co. Employee Benefits Org.

Income Prot. Plan, 349 F.3d 1098, 1106 (9th Cir. 2003) (“Deference to an exercise of discretig
requires discretion actually tave been exercised.”).

Plaintiff argues ae novo standard of review shoulgly to his claim arising under 8
1132(a)(1)(B) for two reasons. First, Plaintifgaes there is no evidenbefore the court that
“unambiguously” shows Sedgwick was granteel discretionary authority to interpret the
Disability Plan. The Court rejects this argumenhe parties have stipulated that AT&T, the Plar
Administrator at all relevant tinse has the discretionary authorityinterpret the terms of the
Disability Plan, including the authority and distooe to resolve inconsistencies or ambiguities.
UMF Nos. 3, 5-7. The parties also stipulate thatPlan Administrator is authorized to delegate

such authority to a Claims Admstrator, and that at all relevetimes, Sedgwick has been the
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third-party Claims Administrator for the DisalyliPlan. UMF Nos. 8-9. The Disability Plan

grants the Claims Administratoratollowing authority and discretion:

The Long Term Disability Claim Review Administratignall have the power and
discretion to resolve all factuaksues presented in a request for review in a
reasonable manner, andihberpret and adopt reasonaldenstructions of any
provision of the Plan whenevatterpretation or construction is needed to resolve
any issue presented in a request foraw. The Long Term Disability Claim
Review Administratoshall also have the power and discretion to establish general
interpretations, rules, and procedut@guide the Long TerrDisability Claim
Administrator when approving or denying similar claims under Section 10.

AR 1237;see also Abatie, 458 F.3d at 962 (citingirestone, 489 U.S. at 111) (“To assess the
applicable standard of reviewgtistarting point is the wording tfe plan”). Under Ninth Circuit
precedent, the preceding language is suffideiebnfer unambiguous discretion on Sedgwick.
See Abatie, 458 F.3d at 962-64 (Claims Administrator mostgranted the power to interpret the
plan, as opposed to merely identifying the entity to pay and administer benefits). Furthermor
there is no inherent or strucaliiconflict of interest becausiee Disability “Plan is funded by
AT&T and not Sedgwick, and admingsed by Sedgwick and not AT&T.Day v. AT& T
Disability Income Plan, 685 F.3d 848, 853 (9th Cir. 2012) (citiAbatie, 458 F.3d at 967).
Plaintiff's second argument for why the Court should applg movo standard of review
is that “even if IDSC did have discretionitderpret the plan terms, it failed to act on its
opportunity to do so by failing to provide an adretrative review prcess.” Plaintiff's Motion at
12 (citingJebian, 349 F.3d at 1104-06). Defendant makes no attempt to respond to this
argument. Irdebian, the Ninth Circuit held that where aatohs administrator failed to approve or
deny an applicant’s claim for benefits withiretimeframe allotted by ERISA’s regulations, such
that the claim was “deemed denied” by the retjuis, the plan administrator had not exercised
the discretion which it had begnanted, and therefore, no defare was owed to its decision.
Jebian, 349 F.3d at 1104-06. THebian court cited the U.S. Supme Court’s explanation in
Firestone that under the trust princgs which guide ERISA’s plamdministrators vested with
discretionary authority, courhall defer to the plan adnistrator when the “trustesxercises

discretionary powers.”Firestone, 489 U.S. at 111. The Couréad not decide this issue,
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however, because even underde@ovo standard, the Court findsahDefendant’s interpretation
of the relevant plan provisions prevails.

D. Evidence Before the Court

The Court next addresses tngestion of what evidence maroperly be considered.
Courts are generally limited to the administratrecord when applyinidpe abuse of discretion
standard.Abatie, 458 F.3d at 970. However, “if the adnsimator did not provide a full and fair
hearing, as required by ERISA, P9S.C. § 1133(2), the court mus# in a position to assess the
effect of that failure and, before it can do smst permit the participamto present additional
evidence.”ld. at 973. “Even when procedural irreguities are smaller . . . and abuse of
discretion review applies, the court may takditinal evidence when the irregularities have
prevented full development tfe administrative record.ld.

Here, Plaintiff filed a Declation of Juan Huerta inupport of Plaintiff's Motion for
Judgment (“Huerta Declaration”). Dkt. 51. feedant filed a Motion to Strike the Huerta
Declaration on the basis that itnet part of the administrativegerd. Dkt. 57. Defendant also
objects to the Huerta Declamti on grounds that it is more pudjcial than probative, as it
contains information to garner sympathy for Plaintlif. The Court does not rely on the Huerta
Declaration. Accordingly, the Cauneed not decide this issue.

In turn, Plaintiff challenges the Hagestadid&eenley Declarations because they are not
in the administrative record and Defendantef@ito disclose these witnesses in the initial
disclosures, thereby inducing Riaff's attorney to agree to farmal discovery and waive his
opportunity to depose Hagestad and KeenelginBif’'s Motion at 4-5. Although this Court
recently held that Rule 26(a)’s initial dissloe requirements may apply in cases where the
existence of a conflict of interest is at isssee, Peterson v. AT & T Umbrella Ben. Plan No. 1,

No. 10-03097, 2011 WL 5882877, at *5 (N.D. Cal. N28, 2011), the Court does not rely on the
Hagestad or Adams Declarations. Accordinghg Court need not dels this issue.

The Court only considers one item of evidemtech is outside the Administrative Record

and to which Defendant does not object. Thrailnghexchange of informal discovery, Defendant

gave to Plaintiff a document entitled AT&T IntegrdtService Center Long Term Disability Step
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Process (“Step Process $ee Plaintiff’'s Opposition, Ex. 1. The Step Process was filed under
seal due to Defendant’s contiem that the documented contained material which was “Highly
Confidential.” The Court finds that the conteafgshe Step Process do not meet the “compelling
reasons” test articulated Kamakana v. City and County of Honolulu, 447 F.3d 1172 (9th Cir.
2006). Therefore, the contents of the Step Peoadxich are discussed within this Order will not
be under seal.

E. IDSC’s Compliance with Subsectionl0.3.2(c) of the Disability Plan

The main issue before the Court is whethe8@abused its discretion when it interpreted
the Disability Plan as providing a meansdoaver the overpaymenitiwout providing notice at
the time it calculated the overpayment. The psaudi@ not dispute that IDSC was authorized to
recover an overpayment as a result of retre@@SDI benefits pursuant to the terms of the
Disability Plan. The language in the DidéiPlan unambiguously authorizes the Claims
Administrator, under normal circumstancestdduce a participant’'s monthly LTD benefit in
order to recover an overpaymeasulting from retroactive SSDI befits. In this case, however,
the Court is not presentedtivnormal circumstances.

Here, there is ample evidence that IDSC failed to follow its own internal guidelines by
notifying Plaintiff of the overpayment over one yeadter it was calculatedPursuant to IDSC'’s
Step Process, Mr. Bingle was supposed to Riaihtiff an overpayment letter within one
business day of receiving approft@m his supervisor on March 2, 2008ee PI. Opp., Ex. 1,

DEF 3. If Mr. Bingle had followed these instruots, Plaintiff would have been notified of his
responsibility to refund IDSC shortlytaf receiving his retroactive SSDI award.

However, IDSC's failure to follow its own &b Process does not control the outcome of
this case. The Step Process is not a bindinggdanment, but ratherleest practice guideline
for IDSC employees. Although Plaiffitargues that the Step Pra=eis evidence of the Claims
Administrator’s interpretation dhe Disability Plan, the Courtjexts this argument because therg
are several protocols in the Step Process whichareeflected in the Disability Plan. The issue
in this case is governed by the Disability Pitself. Section 10.3.2 dhe Disability Plan

provides various “conditions” for denying claimgVithin section 10.3.2 are three subsections
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which address instances in which the Claims Adstiator does necessarily “deny” a claim, but
rather terminates or reduces benefits for a vadegpecified reasons. The central dispute in thig

case turns on the proper intefjateon of subsection 10.3.2(c):

If a payment of a Long Term Disability Bdites reduced or eliminated in order to
permit the Plan to recover an overpayer advance, then the Long Term
Disability Claims Administratoshall give written notification within ninety days
after declaring the overpayment.

UMF No. 17, AR 1236 (emphasis added). Theduhoice in subsection 10.3.2(c) make this
provision mandatorylf LTD benefits will be reduced to recover an overpayment, then the
Claims Administratoshall give written notification withiminety days after declaring the
overpayment. The Court must determine, therefaginen IDSC “declar[ed] the overpayment” in
this case.

On the one hand, Plaintiff contends IDS€khred the overpayment in February/March
2009 when IDSC originally calculated, reviewadd noted the overpayment as “completed” in
Juris. Plaintiff’'s Motion at 14. Because IDS@dd to provide written niification to Plaintiff
until over one year had passed, Plaintiff assl®8C failed to comply with the subsection
10.3.2(c)’s ninety-dawpotice requirementld. On the other hand, Defendant argues that IDSC
complied with subsection 10.3.2(c) because ID@&lar[ed] the overpayment” on March 29,
2010 when an IDSC case manager notifdaintiff that it had calculated the $63,288.11
overpayment. Defendant’s Motion at 16-17. Defendapntends that a Claims Administrator

declares an overpayment when it makesa&b announcement of the overpayment to the

participant. Once that formahnouncement is made, pursuant to subsection 10.3.2(c), the Clgims

Administrator has ninety days to provide writteotification that it will seek to collect the
overpayment by reducing monthly LTD benefit pants. For the reasons stated below, the

Court agrees with Defend8s interpretation.

® The Court did not rely on the Merriam-Wediss Dictionary definition of the word
“declare,” and thus denies Defendaméguest for judicial notice as modsee Defendant’s
Reply at 7 fn. 5.
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Plaintiff's interpretation of the words “dexing the overpayment” would have the Court
hold that IDSC declared the overpayment whevas internally proessed, even though IDSC
took no further steps to make the overpayment knovRiaintiff at the time. The plain meaning
of the word “declare,” however, is contrary t@ipliff’s interpretation. A “declaration” generally
refers to something more than an internal pgea® calculation, and usuallignotes some sort of
announcement to persons who do notady possess the information.

If the drafters of the Disability Plan hattended the words “declaring the overpayment”
to refer to the Claims Administrator’s intermabcess of calculating the overpayment, or learnin
of the overpayment, the drafters could have statexkglicitly. Indeed, therafters did state this
explicitly in section 10.3.2’sorresponding subsections. kastance, subsection 10.3.2(a)
requires the Claims Administratto provide written notice withininety days following the date
when the Claims Administratohas determined” that a long-term disabtly has ceased. AR 1236
(emphasis added). Similarly, subsection 10.3.2glires the Claims Admistrator to provide
written notification within ninety days following the date whené&ns of” an event which
causes payments to be discontinueldl.” (emphasis added). The words “has determined” in
subsection 10.3.2(a), and “learns of” in sultisec10.3.2(b), both suggettat notice shall be
given in relation to the Claim&dministrator’s internal procesyy of the information. However,
the language in subsection 10.3.2(c) is different, astéau of using a word to suggest an interna
process, the drafters used the word “declaringiye Court cannot ignot&is specific word
choice.

Plaintiff argues that Defendts interpretation of “declamg the overpayment” makes no
sense because it would render subsection 10.3r#&ahingless by making it read as follows: the
“Claims Administrator shall give written notificath within ninety days after [notification of] the
overpayment.”See Plaintiff’'s Motion at 15. However, this is not only reaable interpretation
of subsection 10.3.2(c). Readingsaction 10.3.2(c) is its entio@ntext reveals that it only
applies when the Claims Administrator settksecover an overpayment by way of reducing
monthly LTD benefit paymentsThus, subsection 10.3.2(c)’s refecerto “writtennotification”

refers to the notification whendlClaims Administrator seeks ¢ollect the overpayment by
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reducing monhly LTD benefits. Thisis distinct fom the “detaration” ofan overpagnent, i.e.
theannounceent of theexistence of an overpaynent. Propdy interpretel, subsectin 10.3.2(c)
requires notiftation of theintent to reover an ovepayment ly reducingor eliminating a benefit
within ninetydays of the anouncemat of the ovepayment.

Moreover, Defendnt’s interpetation of sidpsection 10.2(c) is cosistent withother
provisions in he Disabiliy Plan. “It isthe intent bthe Plan lhat a Partigtant shall ot receive
duplicate benéts from thePlan and fom sourcepaying Intggrated Benfts.” AR 127. If
Plaintiff had been receivig SSDI bewfits betwe@& June 200&nd Februgy 2009, hismonthly
LTD benefitswould havebeen reduag by the amount of theSSDI award. However the
Disability Plancontemplats the possility that aparticipant'sSSDI benéts may bedelayed and
that a participat will receive a retroative award n the form d a lump sun. Accordingly, the
Disability Planstates in sgion 5.2.2{) that the Gims Admnistrator mg recover ay
retroactive S®I award. AR 1229. B the clear tams of theDisability Plan, Plaintiffwas never
enitled to ke the retroative SSDI avard. Morever, Plaintff has provded no legahuthority
for the propogion that een if IDSC hed failed tocomply with subsectiori0.3.2(c), ke would be
enitled to ke the overpgment. Fotthis reasonthe Court ado denies Riintiff's request in the
alternative forequitable réief pursuanto ERISA8 502(a)(3),29 U.S.C. 81132(a)(3).

While the Court synpathizeswith the factPlaintiff was prejudicedoy IDSC’sinadvertent
delay, the Cott also recogizes that Raintiff is nat entirely wthout fault. Plaintiff was informed
onmultiple ocasions thahe would rot receive dplicate begfits and thait was his
regponsibility to reimbursd DSC for an overpaynent occasioed by a retractive SSIDawad.

V. CONCLUSION

For thereasons eXpined aboe, Defendatis Motion for Summay Judgments
GRANTED ard Plaintiff’'s Motion for Judgments DENIED.

IT IS SO ORDERED.

Dated: Octobe17, 2012

C%

ph C. Spro
United StatedMagistrate udge
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