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Dracle America Inc. Flexible Benefit Plan et al Doc.

UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA

ANDREW C.,ETAL., CaseNo. 17-cv-02072-YGR

Plaintiffs,

ORDER DENYING ADMINISTRATIVE
VS. MOTION TO REMAND TO PLAN

ADMINISTRATOR
ORACLE AMERICA INC. FLEXIBLE BENEFIT
PLAN, ET AL ., Re: Dkt. No. 53

Defendants

Plaintiffs Andrew C. (“Andrew”) and his fathelRobert C. (“Robert”), bring this action for
relief pursuant to Section 502(a)(1)(B) oétEmployee Retirement Income Security Act
("ERISA”), 29 U.S.C. Section 1132(a)(1)(B), and for equitable relief pursuant to Section
502(a)(3) of the same against defendants Oracleri&mInc. Flexible Beri# Plan (“Oracle”) and
United Healthcare Insurance Company (“Unitedpkt. No. 1 (“Compl.”)at § 1.) Specifically,
plaintiffs allege that defendanimproperly denied coverage of Andrew’s treatment for his rage
disorder, oppositional defiance disorder, and reaattachment disorder at Change Academy a
Lakes of the Ozarks (“CALQ”), a residentte¢atment facility, as medically unnecessaryl. {1
35-40.)

Now before the Court is plaintiffs’ admstrative motion for remand to the plan
administrator, or alternatiwel permission to conduct discovery. (Dkt. No. 53 (“Motion”).)
Having carefully considered the papers submitted, and for the reasons stated more fully belo
CourtDENIES plaintiffs’ administrative motion.
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RELEVANT BACKGROUND

A. Factual Background

Following a number of physical outbursts and attacks, and “at the recommendation and

referral of multiple mental health care providers and consultants, Andrew was admitted to

[CALO], a residential treatment facility, for medically necessary care and treatmenteioaglia,

his Rage Disorder, Oppositional Defiance Disorder, and Reactive Attachment Disorder.” (Cqmpl

11 32-35.) Andrew timelypmplied for behavior health benefitstivOracle’s claims administrator,
United, for his treatment at CALOId( 1 37.) Oracle, by and thmgh United, “denied coverage
for Andrew’s treatment at CALO, on the basis ttat level of care and or requested treatment
was not medically necessary.l'd(f 38.) Andrew timely appealéddhited’s multiple denials of
his claim. (d. § 39.) Oracle, by and through Ustt rejected all appealsld({ 40.)

B. Procedural Background

On October 11, 2018, the Court set a pretrigdfimg schedule, which included an October

23, 2018 deadline for lodging of the administratrecord and an Gaber 30, 2018 deadline for
plaintiffs to file an affirmative motion foudgment pursuant to Rule 52. (Dkt. No. 36.) On
October 29, 2018, the Court grantedtigs’ stipulation taextend the pretrial deadlines to allow
for additional discussion regarding the scope of the administrative record and the standard o
review. (Dkt. No. 38.) Therein, ¢hCourt extended the pretrial déads for a period of 90 days.
(Id. at 2.)

On January 22, 2019, defendants lodged theiradtrative recordwhich contains 1,090
pages of documents(See Dkt. Nos. 39 40.) Shortly theafter, on January 28, 2019, plaintiffs
filed an administrative motion to extend the bngfischedule “due to discrepancies regarding th
scope of the administrative reddr (Dkt. No. 43.) Therein, platiffs aver that defendants
proffered administrative record “omits moreth1000 pages of relevant medical record&d! &t
2.) The next day, defendants filadhotice of intent toespond to plaintiffs’ administrative motion

(Dkt. No. 44) but failed to so file. Also on January 29, 2019, plaintiffs lodged their own

! The Court notes that it never receivetbay of defendants’ administrative record.
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administrative record, containing 2,264 paigé documents. (Dkt. Nos. 45, 46.)

On February 5, 2019, the Court issued an Qi@&how Cause directing defendants to fil¢

a response by February 8, 2019. (Dkt. No. 49.) Defendants timely filed their opposition to
plaintiffs’ motion. (Dkt. No. 50.)Therein, defendants “acknowledidithat an error by United in
its transmission of documents to an external review organization resulted in an incomplete
administrative record” and that “[a]s a resultloé error, the full administrative record was not
transmitted to the external review organi@atiand the determination it issued upholding the
benefits determination made by United was not based on a complete retdrdt’1(2.)
Therefore, defendants “agree[d] that a contineanadhe briefing schedule [was] appropriate so
that he matter may be resubmitted to the” independent review organization (“IRO”) for
reconsideration based on the complete recdd.a{ 2.) Defendants also averred that plaintiffs
refused to so stipulate because they were demanding that either “they be accorded discover
the cause of the transmission error” or “a full remandd’) (

On February 14, 2019, the Court grantedritis’ administrative motion, ordered
defendantso submit forthwith the underlying matter to the IRO for de novo review of the full and
completerecord.? (Dkt. No. 52 (emphasis supplied).) T@eurt also directed plaintiffs, to the
extent that they sought “a full remand” to fda administrative motion by no later than February
19, 2019 and set a compliance hearing for Friday, 81&019 instructing paes to file a joint
status report on the completion of the IRO egwiand any subsequent proceedings by five
business days priorld;) Plaintiffs timely filed the instarmotion on February 19. (Motion.)
Defendants filed their opposition on February 2619. (Dkt. No. 54 (“Opp.”).) Parties filed
their joint status upda on April 26, 2019. (Dkt. No. 55 (“*JSU").)

2 In parties’ joint status report, andh@knownst to the Court, they represent that
“[flollowing the filing of [p]laintiffs’ motion and [d]efendants’ opposition [regarding a full
remand], the parties agreed todbear on remand of the benefits determination pending an ord
form the Court on [p]laintiffs’ administrative motiorf.herefore, as of the tiof this report, the
remand to the IRO has not taken place, giveruticertain status of the remand in light of
[p]laintiffs’ pending administrativenotion.” (JSR at 2.) As notdterein, the Court instructed
defendants to submit the mattetthe IRO “forthwith.” (Dkt. No.52.) It did so even while it
instructed plaintiffs to submit their adminidixe motion regarding remarsgveral days later.

(1d.)
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Il. ANALYSIS

Plaintiffs now ask the court to remand thelaim to Oracle, as plan administrator.
(Motion at 1.) In support thereof, plaintiffs aubat (A) defendants’ aministrative record omits
documents beyond those defendants admitted tadéii transmit to the IRO; (B) the IRO in
guestion, Medical Review Institute of America (“MR”) “is not an adminigtator or fiduciary of
the Oracle Plan and does not hagcretionary authority to intpret the Plan to make benefit
decision;” (C) “[rlesubmitting the Plan’s claimmial decision to MRIOA compounds the problem
created by [d]efendants’ failure to develop a ctatgpadministrative record and conduct a full an
fair claim review in the first instance;” and ) P]esubmitting the Plan’s claim denial decision to
MRIoA bypasses ERISA’s mandate that claimantafif@ded an opportunity to perfect their
claim through a meaningful dialogue with the plan administratdd.) (

A. Completeness of the Administrative Record

Plaintiffs contend that defielants’ administrative record incomplete, even once
defendants account for the omission caused fgndants’ failure to transmit all of the
administrative record to the IRO. In particulagiptiffs allege that thdefendants’ administrative
record omits at least the initiellaim denial letter, th appeal of the initial denial, the March 13,
2015 appeal denial letttmonths of claim forms and expkions of benefits, and Andrew’s
CALO treatment notes from August 1, 2014 to February 20, 2QMotion at 2-3.) Plaintiffs
further argue that the fact that these documam@sot included “beg|[s] the question as to what

other documents [d]efendants withheld orddito consider during their production of the

3 In the alternative, plaintiffs request tilé Court allow the to conduct limited discovery
concerning the procedural irregularities thattledefendants’ “failureéo take into account all
comments, documents, records, and other infaomagubmitted by [p]laintiffs during the initial
review, and the generally underdeveloped stafd]efendants’ administteve record.” (Motion
at2.)

4 The Court notes that plaintiffs refer to this document once to the March 13, 2015 appeal

denial letter and twicas the March 23, 2015 appeal defettier. The Court assumes the both
refer to the same document and that the correct date is March 13, 2015.

5> Plaintiffs note that defendants admirasive record does include a once monthly
treatment plan for this period. (Motion at 3.)
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administrative record.” 14. at 3.)

ERISA defines the administrative record dsraterial that (i) the insurer relied upon in
making the benefit determination; (ii) was submitted, considered, or generated in the course
making the benefit determination, regardleswloéther the insurer retleupon the material in
making the benefit determination; (iii) demonstsatompliance with the administrative processe
and safeguards required by ERISA in making the fiteshetermination; and (iv) in the case of a
group health plan like the oneiasue here, constitutes a stagemof policy or guidance with
respect to the plan concerning the denied treatment option ditllenthe claimant’s diagnosis,
regardless of whether the imeurelied upon the advice oagtment in making the benefit
determination. 29 C.F.R. § 2560.503-1(h)(2)(iii), (m)(8) and (b¥®)also Montour v. Hartford
Life & Acc. Ins. Co., 588 F.3d 623 (9th Cir. 2009).

As a preliminary matter, the text of the Mh 13, 2015 appeal deniater can be found in
the administrative record amg United’s internal notesde Dkt. No. 40-7 at UHC 1051-52) and
the two missing claim forms and correspondirglanations of benefits not included in
defendants administrative record are refleateithe Member Claims History repose¢ id. at
UHC 1024.% In light of their substantive inclusicelsewhere in defendants’ administrative
record,the Court is unpersuaded that their omission undermines the integrity of the record.

With respect to the allegedly omitted treatment records, plaintiffs do not aver that the
CALO notes in question were ever sent teeddants, either by CALOr by plaintiffs. Geeid.)
Therefore, their absence from defendants’ adnmmatise record does not &g the question as to
what other documents [d]efendants withheldailed to consider” in compiling their
administrative record. Accordingly, the Court firttlat the internal agal reviews conducted by
defendants were not based upon aomplete administrative record.

\\

® The Court notes that plaintiffs do nobpide a citation for, nocould the Court find
among plaintiffs’ administrative record’s 2,264 padhs,initial claim denialetter, the appeal of
the initial denial, the Mizh 13, 2015 appeal denial letter, munof claim forms and explanations
of benefits, or Andrew’s CALO treatmenttes from August 1, 2014 to February 20, 202%&e (
Motion.)
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B. Review by Administrator or Fiduciary

Plaintiffs correctly note that ERISA requires a claimant to have “a reasonable opportu
to appeal an adverse benefit determinaticantappropriate named fidacy of the plan, and
under which there will be a full and fair rew of the claim and the adverse benefit
determination.” (Motion at 4 (citing 29 C.F.B2560.503-1(h)(1)).) Hower, plaintiffs did
receive a reasonable opportunityafgpeal a determination to ddiciary of the plan during their
first and second level internal appeals, and asthabove, the Court findsat the administrative
record reviewed by defendants dgrihe internal appeal processlunded all relevant information
as defined by ERISA. See Roganti v. Metro. Life Ins. Co., 786 F.3d 201, 213 (2d Cir. 2015)
(noting that a plan administrator is obligatedy to make a reasonable effort to develop the
record).

C. Resubmission Compounding Failure tdevelop Complete Record in First

Instance

As noted herein, the Court fintlsat defendants did create@mplete record in the first
instance. Accordingly, plairits’ contention that resubmissida the IRO would compound that
error fails.

D. Resubmission Bypassing ERISA’s Mandatéor Opportunity to Perfect Claim

As noted herein, the Court fintlsat defendants did create@mplete record in the first
instance. Moreover, plaintiffs and CALO weakle to, and did, submit documents for review
during the courts of the first asgcond appeals. Accordingly, tGeurt finds that plaintiffs did
have the opportunity to prect their claim.
\\
\\
\\
\\

” The documents omitted from the defendaatiministrative record lodged with the
Court were submitted by plaintiffs for the first Bnrm connection with the external review by the
IRO.
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[I. CONCLUSION
For the foregoing reasons, the CdDENIES plaintiffs’ administrative motion for remand
to the plan administrator ortatnatively, to conduct discovefyAs previously ordered, the matter
shall be submitted to the IRO for de novo revieithva completed record. Such submission sha
occur byMonday, May 6, 2019and shall be verified to th@ourt. Accordingly, the Court
CONTINUES the compliance hearing currently schesdfor Friday, May 3, 2019 to August 2,
2019.

T 1SS0 ORDERED.

Dated: May 1, 2019

NITED STATES DISTRICT COURT JUDGE

8 Plaintiffs’ contention tht the court’s opinion ikt v. United Behavioral Health,
contains findings of fact that “directly relateasupport[] their Adminisative Motion” fails.

No. 14-cv-02346-JCS, 2019 WL 1033730 (N.D. Gadr. 5, 2019). Magisate Judge Spero’s
findings of fact do not discuss or otherevimddress any deficiency in the underlying
administrative record.

The Court als®ENIES plaintiffs’ request, in the alteative, for additional discovery.
Discovery in ERISA matters igppropriate only when necessary to determine the completenes
the administrative record, and when the adstiative record was “ratively underdeveloped.”
Patton v. MFS'Sun Life Financial Distributors, Inc., 480 F.3d 478, 491 (7th Cir. 2007). For the
reasons stated herein, the Cdumtls that the administrative recbwas adequately developed ang
that the only error was one of failure to transmit the additional documents submitted by plain
to the IRO for the external review.
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