Hayes v. Dearborn National Life Insurance Company

UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF IDAHO

APRIL ADRIANNE HAYES,
Plaintiff,
V.

DEARBORN NATIONAL LIFE
INSURANCE COMPANY,

Defendant.

Case No. 1:14-cv-00122-CWD

MEMORANDUM DECISION AND
ORDER

Before the Court is Dendant Dearborn Nationalfiel Insurance Company’s

Motion to Dismiss Plaintiff April Hayes’s Goplaint (Dkt. 8), as well as Hayes’s Motion

to Strike Affidavit of Jade C. Stacey 8upport of Motion to Dismiss (Dkt. 17). The

Court heard oral argument on these mattermdwr hearing on June 23, 2014. Because

the Court did not consider the extra-pleadingenals attached to M Stacey'’s affidavit,

the motion to strike is mooFEurther, the Court will gramh part Dearborn’s motion to

dismiss for failure to state claim because Hayes’s stdéw causes of action are

preempted by the Employee Retirement Inc&weurity Act (ERISA). 29 U.S.C. § 1001,

et seq. However, this action will not be disged in its entirety because the Court will

grant Hayes 30 days to amend her Complaint.
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BACKGROUND

The Court draws the following facts fromegations in Hayes’s Complaint, (Dkt.
1-1), and assumes they are true for the purpbdeciding Dearborn’s motion to dismiss.
See, e.g., Skilstaf, Inc. v. CVS Caremark Corp., 669 F.3d 1005, 1014 (9th Cir. 2012).

April Hayes’s husband, James Hayes, nesbia Term Life Insurance Policy (the
Policy) issued by Dearborn as part of benefit package when employed by the Life
Care Center of the Treasure Valley. Mr. Hawged not name his wife as a beneficiary of
the Policy. Mr. Hayes passed away in 201 3. After reading about Mr. Hayes’s death
in the newspaper, April Hayes contacted Dean to request a proof of loss or death
claim form to make a lifensurance claim. Dearborn refused to provide the form, so
Hayes obtained a form fromehnternet and submitted it Rearborn, naming herself as
a beneficiary on the form. Contending thi insurance policy proceeds are community
property under Idaho law, Hayes repeatatiynanded payment of her community share
to the proceeds of the Polidyearborn denied her clairbgcause she is not a named
beneficiary of the Policy.

Hayes filed an action in the Third Judidiiktrict of the Stag of Idaho, pleading
state-law causes of action for breach of contaact breach of the covenant of good faith
and fair dealing. Hayes claims Dearbbreached a contract by failing to properly
evaluate her policy claim and pay her theoant justly due. Additionally, Hayes alleges
Dearborn breached the covenant of good fanith fair dealing byailing or refusing to

pay her the amount justly due under the Policy. (Dkt. 1-1.)
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Although the Complaint presently contains no eanfsaction under ERISA,
Dearborn removed the case to federal courtyauntsto 28 U.S.C. § 1331. Shortly after
removing the case, Dearborn filed a Ruleb)@) motion to disngs on the grounds that
Hayes’s claims are preempted by ERISA. Aligh Hayes first recedd notice that the
Policy was subject to ERISA when Dearboemoved the case to this Court, she
concedes “the Policy at issue in this cesan employer-issued group life insurance
Policy, governed b¥ERISA.” (Dkt. 16 at 6.) Hayes further acknowledges that “federal
preemption applies” and “the Policy at issuehis case must be ahistered according
to the ERISA plan, ahplan documents.1d. at 6-7.)

Dearborn’s attorney, Jade Stacey,dtt the following documents to his
affidavit in support of the motion to dismiddayes’s Complaint filed in state court (Dkt.
8-3), the Policy issued bydarborn to Mr. Hayes’s enpler, Life Care Centers of
America, (Dkt. 8-4), the employer’s apgioon for the policy (Dkt. 8-5), and Mr.
Hayes’s insurance enrollment form (Dkt68-In response, Hayes moved to strike
Stacey'’s affidavit pursuant to Rule 58@), claiming it is nopremised on personal
knowledge, does not set forth admissible fatigt Stacey could not competently testify
on the matters stated in it, and that thedaffit contained inadmidde hearsay evidence.

According to Hayes, if the affidavit it stricken, Dearborn’s motion to dismiss
must be converted to a motion for sunmyn@dgment because Dearborn presented
matters outside the pleadings. Hayes furtt@ms summary judgnme should be denied
because Dearborn failed toopide the Court and Hayestivthe governing ERISA plan

and to identify the fiduciarwith authority to pay or tierwise administer the plan
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benefits. Dearborn claims casimay consider documentsarporated by reference in
the complaint withoutonverting motions to dismiss intnotions for summary judgment.
In the alternative, Dearborn argues summadgment in Dearborn’s favor would be
appropriate because Hayes has not stated a claim under ERISA. Dearborn also argues the
Court need only consider Hayes’s Coniido resolve thenotion to dismiss.

Both parties expressly consented in writing to jurisdiction of the Magistrate Judge
for all purposes. (Dkt. 24.)

DI SCUSSION

To survive a motion to dismiss underl®&a@2(b)(6), the compint must allege
“enough facts to ste a claim to relief thas plausible on its faceBell Atlantic Corp. v.
Twombly, 550 U.S. 554, 570 (2007). The Courtsnhaccept the complaint’s factual
allegations as true and draw all reasonableeémiges in a light most favorable to the non-
moving partyld. But the Court need not accept as true legal conclusions or conclusory
factual allegationsAshcroft v. Igbal, 556 U.S. 662, 678 (2®). Dismissal is proper
“where there is ... a lack of a cognizable legal thed®Bray v. |.B.E.W. Local 332
Pension Trust, 498 F. App’x 831832 (9th Cir. 2012). Althougthe Court must convert a
Rule 12(b)(6) motion to disiss into a Rule 56 moticior summary judgment if it
considers matters outside the pleadings, Fe@i\R.P. 12(d), the Cotineed not do so if
its legal conclusion does not depend on the extra-pleading mati€ganss v. Tempe

Technical Institute, Inc., 110 F.3d 44, 46 (9th Cir.1997).
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1. Removal Jurisdiction

As a preliminary matter, the Court muatgtermine whether it has subject matter
jurisdiction over this case. Under the “wpleaded complaint” rule, a defendant “may
not generally remove a case to federal court unless the plaintffiplaint establishes
that the case ‘arises under’ federal laAetna Health Inc. v. Davila, 542 U.S. 200, 207
(2004). However, an exceptionttee well-pleaded complaintle allows a state-law
claim to be removed “[w]hen a federal statutholly displaces the state-law cause of
action through complete pre-emptiohd: at 207-208. For example, “the ERISA civil
enforcement mechanism is ookthose provisions with such ‘extraordinary pre-emptive
power’ that it ‘converts an ordinary statemmon law complaint into one stating a
federal claim for purposes ofdatwell-pleaded complaint rule.l'tl. at 209 (quoting
Metropolitan Life Ins. Co. v. Taylor, 481 U.S. 58, 65-66 (1987 This exception applies
here because, as explained below, Hayeats-$aw claims are “causes of action within
the scope of the civil enfoeenent provisions of” ERISAJ. at 66.
2. ERISA Preemption

Congress enacted ERISApoovide for a “unifornregulatory scheme over

employee benefit plansDavila, 542 U.Sat 208. ERISA’s civil enforcement provision,
29 U.S.C. § 1132, creates exclusive remedy for those asserting rights under an ERISA-
regulated employee benefits pl#ilot Life Ins. Co. v. Dedeaux, 481 U.S. 41, 54 (1987).

Among other claims, the divenforcement provision authorizes “a participant or
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beneficiary™ to bring a civil action “to recover befits due to him under the terms of his
plan, to enforce his rights under the termsghef plan, or to clarify his rights to future
benefits under the terms of the plan.” 2SIC. § 1132(a)(1)(B). “If a . . . beneficiary
believes that benefits promisemhim under the terms ofédHERISA-regulated] plan are
not provided, he can bring suit seekprovision ofthose benefits.Davila, 542 U.S. at
210.

Congress intended thisvdienforcement remedy to libe exclusive remedy for
denials of benefits under the term&itI1SA-regulated employee benefits plalaks.
Consequently, any state law cause of actian ‘thuplicates, supplements, or supplants”
the ERISA civil enforcemérremedy is preemptett. “In other words, if an individual,
at some point in time, could have brougft claim under [29 U.S.C. § 1132](a)(1)(B),
and where there is no othedependent legal duty thatimplicated by a defendant's
actions, then the individual's cause di@tis completely pre-empted by [8§
1132](a)(1)(B).'d.

Here, Hayes's state-law claims allébat Dearborn failed to pay benefits
promised to her as a beneficiary of a gréiteginsurance policy issued by Dearborn to

her deceased husband’s employ#ayes admits “the Policy at issue in this case is an

! For the purposes of the civil enforcemprovision, “the term ‘beneficiary’ means a

person designated by a participant, or by thegtesfran employee benefit plan, who is or may
become entitled to a benefit thereunder.” 29 U.S.C. § 1002(8). A “participant,” by contrast, is
“any employee or former employee of an employer,who is or may become eligible to receive
a benefit of any type from an employee ber@én which covers employees of such employer
or members of such organization, or whose beigfes may be eligibleo receive any such
benefit.”Id. 8 1002(7). Assuming but notading that the allegatioria the Complaint are true,
April Hayes has standing as a “beneficiary” besgashe claims to be entitled to a benefit under
an employee benefit plan.
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employer-issued group life insurance Poligygverned by ERISA,” “federal preemption
applies to this case[,] and tRelicy must be distributed pswant to ERISA.” (Dkt. 16 at
6-7.) Moreover, Hayes does not allege thatistentitled to the death benefit proceeds
under some independent legal duty impkchby Dearborn’s actions. Indeed, Hayes
argues that a provision of the Policye tho-called “conformity clause,” requires
Dearborn to observe Idaho’sramunity property laws anplay benefits to her even
though her husband did not name her asafii@ary. These claims cannot be resolved
without interpretation of thERISA-governed employee benefits plan at issue—the
entirety of which is not before the Courf.herefore, both of Hayes's state-law claims
fall within the scope of § 132(a)(1)(B) and are preempteste, e.g., Dedeaux, 481 U.S.
41 (holding state-law breach of comtt claim preempted by ERISA).
3. Leaveto Amend

Under Rule 15(a)(2), the Court may grant leave to amend a complaint and should
freely do so “when justice so requires.” Tumederlying purpose of this rule is to
“facilitate decision on the merits, ratheathon the pleadings or technicalitielltines v.
Ashcroft, 375 F.3d 805, 808 (9th CR003). Accordingly, the rul&s to be applied with
extreme liberality."Morongo Band of Mission Indiansv. Rose, 893 F.2d 1074, 1079 (9th

Cir.1990).

2 Because the plan is not in the recdihe Court cannot now determine whether the

conformity clause or any other provisions of f@n compels an award or denial of benefit to
Hayes. But it is notable that this Cowetently held ERISA preempts Idaho’s community
property laws to the extent they conflictvadministration of an ERISA-regulated plan
according to the plan documen@r v. Prudential Ins. Co. of America, No. 11-cv-647, 2012
WL 2122157 (D. Idaho June 12, 2012).
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During the hearing on thimatter, counsel for Hayes requested leave to amend,
and the Court will grant her leave to do Blayes did not fail to state a claim under
ERISA in bad faith. She first discovereetRolicy was subject to ERISA when Dearborn
removed this case from state court. In additibe,plan is not before the Court, so the
record is insufficient to dermine whether amendment wddde futile. Indeed, at the
hearing, counsel for Hayes claimed Hayesld potentially state a claim under ERISA if
she had access to the plan. Hayes hapneotiously amended her Complaint, and
amendment at this early seagrould not unduly delay th@oceedings. Based on these
factors, the Court will grant Hay&§ days to amenider Complaint.

CONCLUSION

The Court finds Hayes's state-law casi®f action are subject to dismissal
because, as plead, they acenpletely preempted by ERA. Due to ERISA'’s broad
preemptive scope, however, theuttchas jurisdiction over Hagés claims to the extent
they can be amended into cagable ERISA claims. Accordgly, the Court grants Hayes
30 days leave to amend her Complaint. bcheng this decision, the Court considered
only Hayes’s Complaint and the argumentsainsel stated in the briefing and at the
hearing. For that reason, Hayes’s motiostttke and her request that Dearborn’s motion

to dismiss be treated as a nootifor summary judgment are moot.
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ORDER
Based on the foregoing, the Court beinigentvise fully advised in the premises,
ITISHEREBY ORDERED as follows:
(1) Defendant’s Motion t@ismiss (Dkt. 8.) iSSRANTED IN PART AND
DENIED IN PART. Plaintiff's state-law claims are subject to dismissal; however,

Plaintiff is granted 30 days from the dafethis Order to amend her Complaint.

(2) Plaintiff's Motion to Strike Affidait of Jade C. Stacey in Support of

Motion to Dismiss (Dkt. 17) iPENIED ASMOOT.

(83) The parties shall meet, confer loow this matter should proceed, and

submit a joint litigation plan within 45 days from the date of this Order.

,,,\\o\ Dated: July 22, 2014

/ Honorable Candy W. Dale
ited States Magistrate Judge
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