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al of the Monterey Peninsula v. Aetna Life Insurance Company et al Doc.

UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA
SAN JOSE DIVISION

COMMUNITY HOSPITAL OF THE
MONTEREY PENINSULA,

Case No.: 5:14-cv-03903-PSG

ORDER REMANDING TO STATE
Raintiff, COURT

V.
AETNA LIFE INSURANCE COMPANY, et al

)

)

)

)

g (Re: Docket No. 13)
Defendants. %

Two years ago, Plaintiff Community Hospitd the Monterey Peninsula (‘CHOMP”)
admitted a patient for various emergency medical serVidgse patient was a member of an
employer self-funded health plan administebpgdefendants Aetna Life Insurance Company,
Valueoptions of California, Inc. and Valueoptions fnélthough CHOMP continued to provide
care to the patient, it says Defendants declingutdeide authorization fothe continued hospital

care> CHOMP then filed suit istate court, alleging variowsuses of action under California

! seeDocket No. 1 at 8.
2 Sedid. at 8, 10.

3 Sedid. at 9.
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state law® After Aetna removed to this colrised on ERISA preemption, CHOMP moved to
remand® Because ERISA does not preempt any of CHOMP's claims, the court remands the ¢
to Monterey Superior Couft.
I

The Employee Retirement Income Secuhitt of 1974, 29 U.S.C. § 1002(1), contains
“expansive pre-emption provisions . . . which atemaded to ensure that employee benefit plan
regulation would be ‘exclugely a federal concern.”” One form of ERISA preemption is
“complete preemption” under § 502(a)(1)(BP U.S.C. § 1132(a) (“ Section 502")Under
Section 502, “[a]ny state-law cause of action thagtlicates, supplements, or supplants ERISA’s

civil enforcement remedy” is preempted becauseainflicts with clear congressional intent to

make that remedy exclusivé.Indeed, “the ERISA civil enforcement mechanism is one of those

provisions with such ‘extraondary pre-emptive power’ thit‘converts an ordinary state
common law complaint into one stating a fiedelaim for purposes of the well-pleaded
complaint rule.™®

Under Section 502, “a state-law cause ofarcts completely preempted if (1) ‘an

individual, at some point in time, could hayught [the] claim under ERISA 8§ 502(a)(1) (B),

and (2) ‘where there is no other independent legal duty that is implicated by a defendant’s

4 Seeid. at 10-13.
5> SeeDocket No. 13.

® See, e.g., John Muir Health v. Cement Maddealth and Welfare Trust Fund for Northern
California, Case No. 14-cv-03115-TEH, 2014 WIZ56236 at *8 (N.D. Cal, Sept. 24, 2014).

’ Aetna Health Inc. v. Davil&42 U.S. 200, 200 (2004) (citifgessi v. Raybestos—Manhattan,
Inc.,451 U.S. 504, 523 (1981)).

8 See Marin Gen. Hosp. v. Ma&te & Empire Traction Co581 F.3d 941, 945 (9th Cir.2009).
® Davila, 542 U.S. at 209.
191d. (citing Metropolitan Life Ins. Co. v. Taylo481 U.S. 58, 65-66 (1987)).
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actions (the ‘Davila test”)!* In Davila, the Supreme Court determintgt the first prong was
met because the plaintiffs’ only claims relateddenial of benefits promised under the terms of
the ERISA regulated employee bénhplans,” and the plaintiffgould have brought an action
under Section 50%. The second prong was met because the plaintiffs’ civil action sought only
to “rectify a wrongful denial of benefits prored under [an] ERISA-regulated plan[], and [did]
not attempt to remedy any violation of a legal duty independent of ERfSA.”

According to the complaint, on Septemi®, 2012, CHOMP admitted to its emergency
room a patient belonging to a fitbgplan administered by DefendantsOver the next week,
CHOMP provided the patient emergent and necessadjcal services. At the time of Patient’s
admission, Defendants had verifie@ fhatient’s eligibility for hedhcare benefits. A few days
later, CHOMP contacted Defendants and requested concurrent authorization for continued pg
stabilization—medically necessary servicdsis time, Defendants refused to provide
authorization and failed to takeyaction to procure aalternate level of carfor patient or to
assume responsibility for patient’s care. WIHIOMP sent Defendants a bill for the services
rendered, Defendants refused to pay.

CHOMP then filed this suit in the Supar Court for the County of Monteréy. The
complaint asserts four causes of action, edakhich arises under California laW. The first

cause of action alleges violatiof California’s Unfair Competibn Law based on state statutes

' Marin, 581 F.3d at 946 (quotinavila, 542 U.S. at 210).
2 Davila, 542 U.S. at 211.

131d. at 214.

14 SeeDocket No. 1 at 8-10.

15 Seeid.

1 seeidat 7.

7 See idat 10-13.
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and the second, third and fouthuses of action allege thatf®edants owe CHOMP monies for
services rendered. The specific acts giving rise toethe claims include Defendants’ alleged
failure to pay for emergency services as mé&utlay California law, idluding California Health
& Safety Code 8§ 1371.4. These acts also includea& alleged failure to take legally required
action to the extent they disput the medical necessity of ttieatment provided to the patient
by CHOMP at the time it was reported to Defendahts.

Aetna removed the case to this coprompting CHOMP to move for remand.

1.

The court has removal jurisdiction umd@8 U.S.C. § 1441 and 1446(a). Defendants
claim removal jurisdiction under 28 U.S.C. § 1331The parties further consented to the
jurisdiction of the undersignedagistrate judge under 28 U.S.C. § 636(c) and Fed. R. Civ. P.
72(a)*

Because the court remands the case, it doesonsider substantive defenses brought by
Defendants, such as those regagdhetna’s role as administratar.

1.

Davila’s two-prong test for removailf state law claims is straightforward: (1) could the
plaintiff have brought itglaims under Section 502 of ERIS#d (2) do the defendant’s actions
implicate any independent legal dutyither prong is satisfied here.

First, CHOMP could not bring itslaims as an ERISA beneficiary. Aetna highlights the

patient’s assignment to CHOMP of all benefitaler the plan. “ERISA preempts the state

8 see id.

Yseeid.

20 seeDocket No. 1 at 1.

21 seeDocket Nos. 7, 8, 11.
?> SeeDocket No. 20 at 2.
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claims of a provider suing as assigneef a beneficiary’s rights tbenefitsunder an ERISA
plan.”®® But CHOMP explicitly disavows any claimsed on the patient’s right to benefits under
its employer’s ERISA plan. CHOMP instead mge claim on state law payment standards for
emergency and medically necessary serviceoitiged after Defendants afjedly failed to take
over the patient’s carg.
In Marin General Hospital v. Modesto & Empire Traction (be Ninth Circuit held
that, despite an assignmentoaiefits, the first prong of tH2avila test was not satisfied because
the claims arose out of an oral agreentmtiveen the hospitahd an insurance plan
administrator to pay certain of the patienttspital charges above@beyond those covered by
the ERISA plarf> Aetna attempts to distinguidfiarin General Hospitaby arguing that
CHOMP does not allege that Defenddmise entered into grcontracts with it° But as
CHOMP correctly notes, what was dispositivéviarin General Hospitalvas the fact that the
hospital’s claim stemmed from a non-ERISAigation, not the particular source of that
obligation:
[I]n the case before us the patient assipiwethe Hospital any claim he had under his
ERISA plan. Pursuant to that assignmerg, lospital was paid the money owed to the
patient under the ERISA plan. The Hospital now seeks more money based upon a
different obligation. The obligation to payigtadditional money does not stem from the
ERISA plan, and the Hospital is therefore soing as the assignee of an ERISA plan
participant or beneficiary und€ 502(a)(1)(B). Rather, thesested obligation to make

the additional payment stems from the alkgeal contract between the Hospital and
MBAMD. As in Blue Crossthe Hospital is not suing defendants based on any

3 The Meadows v. Employers Health I#,F.3d 1006, 1008 (9th Cir.1995) (cititisic v.
Building Service Employees Health & Welfare Trd89 F.2d 1374, 1378 (9th Cir.1986))
(emphasis in original).

24 seeDocket No. 1 at 10-13.

%> See Marin Gen. Hosp518 F.3d at 947.

26 seeDocket No. 20 at 8.
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assignment from the patient of his riglunder his ERISA plan pursuant to 8
502(a)(1)(B); rather, it is sng in its own right pursuand an independent obligatiéh.

Here, as irMarin General Hospitglthe plaintiff is not suing abe assignee of an ERISA plan
participant or beneficiary under Section 502(a)(1)(B), and is not seeking benefits under an
ERISA plan. As in that case, the plaintifetiefore could not have dught the instant claims
under Section 502(a)(1)(B5.

Second, Aetna’s actions implicate legal dwtighat are independent of those under
ERISA. Claims are based on atledependent legal dusef they would exist whether or not an
ERISA plan existed? State law legal duties are not indegent of ERISA where “interpretation
of the terms of [the] benefit plan forms an essépaat” of the claim, and legal liability can exist
“only because of [the] administratiaf ERISA-regulated benefit pland”” Like the plaintiff in
People of the State of Califormnia Blue Cross of CaliforniaCHOMP’s claims depend on an
interpretation of state law, and do not in agy involve the interpretan of any ERISA plans

administered by defendarits.

2" Marin General Hospital581 F.3d at 948ee also Blue Cross of California v. Anesthesia Card
Assocs. Med. Group Ind87 F.3d 1045, 1050 (9th Cir.1998p(ding claims of medical
providers against health care plan for breafcbrovider agreements were not completely
preempted by ERISA because “the Providers’ claims, which arise from the terms of their
provider agreements and could not be assénteteir patient-assignsy are not claims for
benefits under the terms of EFA plans, and hence do notlfaithin 8 502(a)(1)(B).").

28 Cf. People of the State of CaliforniaBlue Cross of CaliforniaCase No. 3:11-cv-3107-SI,
2011 WL 4723758, at * (N.D. Cal. Oct. 7, 201hplding that ERISA did not preempt claims
based on Cal. Health & Safety Code § 1371.4).

29 See Marin General Hospitab81 F.3d at 950.

¥ Davila, 542 U.S. at 211.

31 See People of the State of Californ2011 WL 4723758, at *16lohn Muir Health 2014 WL
4756236, at * 6 (holding that ctaiarising under Section 1371.4 ppyeempted where plaintiff

medical provider sought payment for emergencyises regardless of the patient’s actual
entitlement to ERISA benefits).
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V.

CHOMP’s motion to remand is GRANTED. Thase is remanded to Monterey Superior

Court. The Clerk shall close the file.
SO ORDERED.

Dated: January 9, 2015

Case No.: 5:14-cv-03903-PSG
ORDER REMANDING TO STATE COURT

PAUL S.GREWAL
United States Magistrate Judge




