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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA
JOHN MUIR HEALTH, No. C-14-04226 DMR
Plaintiff(s), ORDER GRANTING MOTION TO
DISMISS[DOCKET NO. 9]
V.

GLOBAL EXCEL MANAGEMENT,
Defendant(s).

Before the court is a motion to dismiss pursuant to Federal Rule of Civil Procedure 12
filed by Defendant Global Excel Management, Ifioocket No. 9.] Defendant seeks dismissal o
Plaintiff John Muir Health’s second cause of action for violation of California Health and Safe
Code § 1371.4. The court determined that this matter is appropriate for determination withou
argument. [Docket No. 18.] For the reasons stated below, the mograantsd.

I. BACKGROUND

A. Factual Allegations'

Plaintiff is a California non-profit corporationghprovides medical care to patients. Com

[Docket No. 4 at 8-41] at 1. Defendant is a @#rafor-profit corporation with its principal plag

! Wher reviewinc a motior to dismis:for failure to state a claim, the court mus “accep astrue
all of the factua alleaations contained ithe complaint.’Ericksor v. Pardus, 551 U.S. 89, 94 (2007)
(per curiam) (citation omitted).
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of business in Quebec, Canada. Compl. at 2. Defendant is in the business of arranging for
provision of health care services to its enrolleed@r paying for or reimbursing part or all of the
cost for those servicedd. Plaintiff initially filed this lawsuit in the California Superior Court; on
September 19, 2014, Defendant removed the case to federal court on the basis of diversity
jurisdiction. SeeDocket No. 4 at | 6.

On July 18, 2012, Plaintiff provided emergencydmal treatment to an individual with the
initials L.T. Compl. at 19 8, 28, Ex. A. Between March 19, 2013 and April 1, 2013, Plaintiff
provided medical treatment to an individual with the initials RdC.Both patients were enrolled i
a health care service plan sponsored, administaneldor financed by Defendant. Compl. at § 8.
all relevant times, Plaintiff and Defendant did not have a written agreement regarding

reimbursement rates for medical care which Rifawould provide to patients who were member

of Defendant’s health plan. Compl. at § 9aiftiff contacted Defendant by telephone to ascertajn

whether Defendant or its principal was responsible for the costs associated with L.T. and P.Q.

medical treatment. Compl. at  10. In respobsfendant’s agent provided Plaintiff with the
relevant insurance verification and insurance coverage eligibility information for the two patie
Compl. at  10. At all relevant times, Defendant held itself out to be the responsible payor fo
services provided to L.T. and P.C. Compl. at T 11.

The billed charges from Plaintiff amounted to $58,525.00 for the treatment of L.T. and
$551,652.02 for the treatment of P.C., for a total of $610,177.02, which Plaintiff submitted to
Defendant for payment. Compl. at 11 14-15, Ex. A. To date, Defendant has paid only $149,
to Plaintiff for the medical services providedioth patients L.T. and P.C., despite Plaintiff's
demands for the remaining $459,985.90. Compl. at 71 17-18.

B. Causesof Action

The Complaint brings two causes of action against Defendant: (1) a claim for quantun
meruit and (2) a claim for violation of Section 1371.4.

In the quantum meruit claim, Plaintiff alleges that it provided medically necessary serv,
supplies, and/or equipment to the two patients, that it reasonably expected full payment

reimbursement of its billed charges, that it billed charges totaling $610,177.02 for the care of
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patients, that Defendant benefitted from the care provided to the patients, and that Defendant fail

to properly pay Plaintiff by paying only a portiontbe billed charges, causing Plaintiff to incur
damages. Compl. at 1 19-26.

Plaintiff's Section 1371.4 claim relates to only Defendant’s payment for the emergency
medical care that Plaintiff provided to L.T. Compl. at 1 27-34. Plaintiff claims that Defendar
violated Section 1371.4 by failing to properly pagiRtiff for the emergency medical services,
supples, and/or equipment it rendered to Ud..

[I. LEGAL STANDARDS

A motion to dismiss under Rule 12(b)(6) tests the legal sufficiency of the claims allege
the complaint.See Parks Sch. of Bus., Inc. v. Symir, 51 F.3d 1480, 1484 (9th Cir. 1995). A
court may dismiss a claim “only where there is no cognizable legal theory” or there is an absg
“sufficient factual matter to state a facially plausible claim to reliShroyer v. New Cingular
Wireless Servs., Ir, 622 F.3d 1035, 1041 (9th Cir. 2010) (citAshcroft v. Igbe, 556 U.S. 662,
677-78 (2009 Navarro v. Bloc, 250 F.3d 729, 732 (9th Cir. 2001)) (quotation marks omitted).
claim has facial plausibility when a plaintiff “pleads factual content that allows the court to drg
reasonable inference that the defendant is liable for the misconduct alligbal, 556 U.S. at 678
(citation omitted). In other words, the facts alleged must demonstrate “more than labels and
conclusions, and a formulaic recitation of the elements of a cause of action will nBell Atl.
Corp. v. Twombl, 550 U.S. 554, 555 (2007) (citiPapasan v. Allai, 478 U.S. 265, 286 (1986));
see Lee v. City of L., 250 F.3d 668, 679 (9th Cir. 2000verrulec on other grounds t Galbraith
v. Cnty. of Santa Cla, 307 F.3d 1119 (9th Cir. 2002).

[11. DISCUSSION

The Knox-Keene Health Care Service Plan Act of 1975 (the “Knox-Keene?Asty
comprehensive system of licensing and regulation under the jurisdiction of the Department of
Managed Health Care.Bell v. Blue Cross of Californjal31 Cal. App. 4th 211, 215 (2005).

Section 1371.4 is part of the Knox-Keene act. It governs compensation for emergency care §

2 The Knox-Keene Act is codified at California Health and Safety Code §§ 1340-1399
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and requires health care service plans to pay for emergency care rendered to their enrollees

regardless of whether the emergency care provider is under contract with the plan. Cal. Health &

Safety Code § 1371.4(b) (“A health care service plan shall reimburse providers for emergend

services and care provided to its enrollees, until the care results in the stabilization of the enr

Yy

ollet

.. As long as federal or state law requires that emergency services and care be provided withou

first questioning the patient’s ability to pay, a health care service plan shall not require a provider

obtain authorization prior to the provision of emergency services and care necessary to stabi
enrollee’s emergency medical condition.”).

The single question presented in this motion is whether a standalone private right of a
exists under Section 1371.4.
A. TheLanguage of Section 1371.4 Does Not Expressly Create A Private Right of Action

Plaintiff does not contend that a standalone private right of action may be found in the
Section 1371.4. Indeed, the language of Sedi8i.4 does not expressly create a private right
action. SeeCal. Health & Safety Code § 1371alifornia Pacific Reg’l Med. Ctr. v. Global Exceg
Mgmt., Inc, No. 13-CV-00540 NC, 2013 WL 2436602, at *4 (N.D. Cal. June 4, 2013) (analyzi
text of Section 1371.4 and concluding that it “@ns$ no language that expressly entitles private
parties to a remedy or penalty for violation of the statute”).
B. Plaintiff May Bring UCL® or Common Law Claims Based on Section 1371.4

No California court has yet determined whether a standalone private right of action for
violation of Section 1371.4(b) is available. SeV€ralifornia courts have concluded that medica
providers may bring private actions for \atibns of Section 1371.4 under the UCL and common
law theories, including quantum meruee id(summarizing holdings i€oast Plaza Doctors
Hosp. v. UHP Healthcarel05 Cal. App. 4th 693 (2002) aBell v. Blue Cross of Californja 31
Cal. App. 4th 211 (2005)). In bo@oast PlazaandBell, the plaintiff did not allege a standalone
Section 1371.4 claim, but rather UCL claims tivate based on violations of Section 1371S4e

Coast Plazal05 Cal. App. 4th at 70&ell, 131 Cal. App. 4th at 214. Bell, the plaintiff also

¥ “UCL” refers to California’s unfair competition law, codified at California Business
Professions Code § 17200.
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alleged an alternative claim for quantum mer@ell, 131 Cal. App. 4th at 214. Also in both casg
the defendants argued for dismissal of the UCL@mgliantum meruit claims on the basis that th
Department of Managed Health Care had exclusive jurisdiction to enforce the Knox-Keene A
both courts rejected that argumefitoast Plazal105 Cal. App. 4th at 706 (“We conclude that the
Department [of Managed Health Care] does netlexclusive jurisdiction, and that common law
and other statutory causes of action may be brought by Co8ll))131 Cal. App. 4th at 216

(“Although the Department of Managed Health Care has jurisdiction over the subject matter ¢

section 1371.4 (as well as the rest of the Knox—Keene Act), its jurisdiction is not exclusive an

is nothing in section 1371.4 or in the Act generally to preclude a private action under the UCL

common law on a quantum meruit theory.”).

Thus, at a minimum, some California courts have held that a health care provider may
enforce Section 1371.4 through a UCL or quantum meruit claim. This much is undisputed.
C. Section 1371.4 Does Not Create A Private Standalone Right of Action

While no California court has determined whether Section 1371.4 creates a standalon
private right of action, several federal courts have considered the issue.

At least two federal courts have concluded that Section 1371.4 does not create a stan
private right of action. Most recently, @alifornia Pacific supra Judge Cousins extensively
analyzed the text of the statute, the case law interpreting it, and its legislative history, and

determined that Section 1371.4 does not create a private standalone right of a6&nwWL

* Defendant does not dispute tlaahealth care provider mayitg a UCL or quantum meru
claim based on a violation of SEm 1371.4. Plaintiff notes thathiis alleged a quantum meruit cal
of action, and “the relief sought under the separatese of action for Section 1371.4 could just h
easily been alleged as part and parcel of the quantum meruit claim for relief.” Opp. [Docket
at 2-3. Thus, Plaintiff requests that if the dalismisses the Section 1371.4 claim, it grant Plai
leave to amend its quantum meruit claim to include its Section 1371.4 allegations and/or to &
additional cause of action under the UQH. at 3. This request is discussed below in Section Il

5 TheCalifornia Pacific opinion directly addresses all of the arquments made by Plaint

oppositior to the motior to dismiss The court notes that the samagyers who represent Plaintiff

represente the plaintiff in California Pacific. Furthermore, Defendant was also the defenda
California Pacific, anc was represente by the sameattorney representinit in thiscase In California
Pacific, the defendar movecto dismis: the plaintiff's Section 1371.4 claim, arguing that the statute
not create a standalone private right of actiontegponse, the plaintiff filed an opposition brief t
is a nearly verbatim copy of Plaintiff's opposition to the present motion to dismiss. This
Plaintiff's failure to raise or distinguish the court’'s unfavorable holdinGafifornia Pacific rather
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2436602 at *4-6.See alsdregents of Univ. of California v. Global Excel Mgmt., IiNno. CV 10-
8164 PSG, 2010 WL 5175034 (C.D. Cal. Dec. 10, 2010) (“[T]here is nothing in section 1371.4
precludes private causes of action to pursue reiseibuent of amounts owed. Nevertheless, thos
causes of actions are limited to other statutes, like California's Unfair Competition Law, or co
law doctrines such as equitable indemnity, comparative negligence, contribution, or quantum
The [plaintiff's] stand-alone claim that Globablated [Section 1371.4] is not proper and must bg
dismissed.”).

Plaintiff cites to two cases which it claims have concluded that Section 1371.4 create
private standalone right of action. Tlssinaccurate. First, Plaintiff cit€dedars-Sinai Med. Ctr. v,
Global Excel Mgmt., IngNo. CV 09-3627 PSG, 2009 WL 7322253 (C.D. Cal. Dec. 30, 2009).

However, no standalone claim under Section 1371.4 was alle@stlars-Sinai.Instead, the
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plaintiff health care provider brought claims for breach of contract and implied contract, a claim fc

breach of the implied covenant of good faith and fair dealing, a UCL claim, and common law

Clair

for quantum meruit and unjust enrichment against insurance providers who failed to fully reimbur

the plaintiff for medical services it provided. ©defendant moved to dismiss the case on the b

hSIiS

of a forum selection clause that required actions relating to the insurance policy to be brought in

Canada.ld. at *1. The plaintiff argued that the forwsalection clause should apply only to claim
related to the insurance policy, but not to the “unassigned claims” for breach of implied contr:
guantum meruit, unjust enrichment, and unfair competitidnat *4. The court noted in passing
that, “even in the absence of an assignment, Cedars—Sinai’s unassigned claims may have bg
brought under the Knox-Keene Actld. at *6 (citingBell, 131 Cal. App. 4th at 216). The court
then concluded that the forum selection clausdiegfo all of the plaintiff's claims and dismissed
the case. Th€edars-Sinacourt’'s passing comment on the availability of a standalone right of
action under the Knox-Keene Act is of little value to Plaintiff, as it relieBah which, as
described above, involved a UCL claim and a common law claim for quantum meruit, not a p

right of action under Section 1371.8ee Be|l131 Cal. App. 4th at 214See als&alifornia

puzzling.
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Pacific, 2013 WL 2436602 at *6 (analyzir@@edars-Sinaand concluding that “[t]here is nothing in

the court’s opinion that suggests the availability of a stand-alone claim under the Knox—Keenje

Act”).

The only other case that Plaintiff cites in support of its arguménilee Med. Ctr. v.
Principal Life Ins. Cqg.No. CIV S-10-2227 KJM, 2011 WL 6396517 (E.D. Cal. Dec. 20, 2011).
Enlog a health care provider brought a standalone Section 1371.4 claim against a health pla

failing to fully pay for medical care the plaintiff providettl. at *8. The defendant argued that “[4

In

h for

]

violation of Section 1371.4 can only be raisedonreection with the assertion of other claims, such

as claims under the UCL or at common law under a quantum meruit claim,” and ¢tegetats
see supra2010 WL 5175034. Thenloecourt disagreed witRegents First, it noted thaRegents
relied onCoast PlazaandBell, both of which held that Section 1371.4 violations could be redre
through the UCL or common law claims, but neither of which foreclosed the possibility of a
standalone cause of action under Section 1371.4 Eftee court then noted that “[t]he parties do
not adequately brief whether the statute does provide an independent cause of action; defen

one paragraph argument on this claim does not warrant the court’s engaging in a detailed su

5SE(

Hant

A S|

analysis.” Id. at *9. The court then denied the defendant’'s motion for summary judgment on the

Section 1371.4 claim. Thus, tBE@loecourt’s decision not to dismiss the standalone Section 13
claim appears to be based more on the defendant’s failure to articulate an argument rather th
analysis of whether the statute creates a standalght of action, an analysis that the court
explicitly declined to undertake.

California Pacificpicks up where thEnloecourt left off, and squarely addresses the issy
whether Section 1371.4 creates a private right of action.Cahornia Pacificcourt first laid out
the standard articulated by the California Supreme Couut in Hawaiian Gardens Casino, Inc.
50 Cal. 4th 592 (2010) for determining whethetatute creates a private right of action:

In Lu, the California Supreme Court recognized that a “violation of a state statute does

necessarily give rise to a private cause of actiod.’at 596 [] (citations omitted). ‘Instead,

whether a party has a right to sue depends on whether the Legislature has ‘manifeste
intent to create such a private cause of action’ under the statlitécitations omitted).

/1.4

an «

e of

not

l an

Such legislative intent may be revealed through the language of the statute and its legisla

history. Id. (citations omitted). A statute may contain ‘clear, understandable, unmistak|
terms, which strongly and directly indicate tkia¢ Legislature intended to create a privatg
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cause of action,’ for instance, by expressly stating that ‘a person has or is liable for a g
action for a particular violation,” or ‘more commonly, a statute may refer to a remedy o
means of enforcing its substantive provisions, i.e., by way of an actohrat 597 []

(internal quotation marks and citations omitted). ‘If, however, a statute does not contdin

such obvious language, resort to its legislative history is next in ordeKcitations
omitted). If a statute does not expressly create a cause of action, there must be a ‘cle|
indication’ that the Legislature intended to do $&d.at 600 [].

California Pacific 2013 WL 2436602, at *3. The court then analyzed each of the consideratig

articulated inLu. First, it examined the text of Section 1371.4 and found that it did not explicitly

create a standalone right of action. 2013 WL 2436602 at *4 (“This language does not expreg
refer to a cause of action, a remedy, or means of enforcing its substantive provisions. There
clear or unmistakable terms indicating an interdreate a private right of action for violation of
section 1371.4(b).”). The court then reviewed the decisio@®ast PlazaBell, RegentsCedars-
Sinai, andEnloeand concluded that none of those courts had been called upon to analyze wh
Section 1371.4 supported a standalone right of actohrat *4-6. Finally, theCalifornia Pacific
court reviewed the legislative history oktKnox-Keene Act and found that “there is no
acknowledgment in the legislative history that a private right of action existed under section 1
. . which ‘is a strong indication the Legislaturez@eintended to create such a right of actiond”
at *7 (quotingLu, 50 Cal. 4th at 601). Furthermore, the court noted that Section 1371.4 “has

amended three times [since 2002] without any clarification as to whether an independent, pri

aus
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cause of action is available. The Legislature’s silence on the issue may be indicative of its infent

not create such a cause of actiotd” at *8 (citingWilcox v. Birtwhistle21 Cal.4th 973 (1999)
(acknowledging that, while not determinative, legislative silence after a court has construed 3
may give rise to an inference of acquiescence or passive approval)Xtallfoenia Pacificcourt
thus concluded that “neither the language nerdlgislative history of section 1371.4(b) contain §
clear indication of the Legislature’s intent to paifor an independent, private cause of action
" 1d. at *8.

The court agrees with the thorough and sound analysis Gfalifernia Pacificcourt and
concludes that Section 1371.4 does not createndatane private right of action. Accordingly,

Defendant’s motion to dismissgsanted.
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D. Leaveto Amend

As noted aboveseesupran. 4, Plaintiff requests leave to amend its quantum meruit clai
incorporate its Section 1371.4 allegati@ngo assert a cause of action under the UCL premised
Section 1371.4.

Under Federal Rule of Civil Procedure 15(a), leave to amend should be granted as a |
of course, at least until the defendant files a responsive pleading. After that point, leave to af
should be granted unless amendment would cause prejudice to the opposing party, is sough
faith, is futile, or creates undue delay. Fed. R. €i 15(a). Rule 15(a) provides that the court
should “freely give leave when justice so requires.” Fed. R. Civ. P..15(his policy is to be
applied with extreme liberality.’Eminence Capital, LLC v. Aspeon, 816 F.3d 1048, 1051 (9th

Cir. 2003) (quotation omitted). In the absence of an “apparent reason,” such as undue delay

n to
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faith, dilatory motive, prejudice to defendants, futility of the amendments, or repeated failure {o ct

deficiencies in the complaint by prior amendment, it is an abuse of discretion for a district coy
refuse to grant leave to amend a complaiaman v. Davis371 U.S. 178, 182 (19624)pckheed
Martin Corp. v. Network Solutions, Ind.94 F.3d 980, 986 (9th Cir. 1999). These factors do no
“merit equal weight,” and “it is the consideration of prejudice to the opposing party that carrie
greatest weight."Eminence Capital316 F.3d at 1052.

Defendant argues that Plaintiff should not benged leave to amend because Plaintiff see

leave to amend in bad faith. According to Defent, Plaintiff’'s counsel was directly involved in

the California Pacificcase, and therefore must have been aware of Judge Cousins’ determinat

that Section 1371.4 does not create a private, samelaight of action. As such, Defendant argu
Plaintiff's attempt to plead a standalone {88t1371.4 claim was an attempt “to take another
proverbial bite of the apple to see if by forum shopping they could get a better ruling.” Reply
[Docket No. 14] at 10. Plaintiff’'s actions do ravhount to inappropriate “forum shopping.” As th
ruling of a parallel court is not binding, Plaintiff was within its rights to raise the same argume
before a different judge in a different case. After all, judges can disagree.

Moreover, “[a]bsent prejudice, or a strong shaywf any of the remaining [ ] factors, ther

exists goresumptiorunder Rule 15(a) in favor of granting leave to amenéldtWorld Interactives
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LLC v. Apple Inc.12-CV-01956-WHO, 2013 WL 6406437, at *3 (N.D. Cal. Dec. 6, 2013) (quoling

Eminence Capital316 F.3d at 1052) (original emphasis). f@elant has not demonstrated that a
prejudice will result from granting leave to amend. Accordingly, Plaintiff is granted leave to a
its complaint.
V. CONCLUSION
For the reasons stated above, the court finds that Section 1371.4 does not create a st
private right of action, angrants Defendant’s motion to dismiss.
Plaintiff may file an amended complaint to cure the deficiencies noted in this order. Af

amended complaint must be filed bgcember 5, 2014.

IT 1S SO ORDERED.

Dated: November 21, 2014
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