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UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF ILLINOIS
PEORIA DIVISION
OSF HEALTHCARE SYSTEM,
Plaintiff,
V. Case No. 19-134MMM
BOARD OF TRUSTEES OF THE SEIU
HEALTHCARE ILLINOIS HOME
CARE & CHILD CARE FUND, et al.,

Defendans.

MEMORANDUM OPINION AND ORDER

Before the Courtire Defendart’ AmendedMotion to Dismiss(D. 27%) and Motion for
Leave to File Reply (D. 31)For the reasorthat follow, DefendantsMotion for Leave to File
Reply is GRANTED IN PART AND DENIED IN PARTand Defendants’ Motion to Dismiss is
GRANTED. The Clerk of Court is directed to close this case.
JURISDICTION
The Courthasfederal question jurisdictioaver this matter under 28 U.S.C. § 133%
Plaintiff's claims arise undethe Employee Retirement Income Security 8ci974(*ERISA”),
29 U.S.C. § 1132t seq Venuein this Court is appropriate under 28 U.S.A3®1(b)(2) as a
substantial part of the events giving rise todla@ms occurred in Peoria, lllinois.
BACKGROUND
Plaintiff OSF Healthcare Systeis a healthcare provideauthorized and licensed to

provide medical servicen lllinois. (D.1 at 22.) Between January and March of 20RIaintiff

I Citations to the underlying case docket are abbreviated as (D. _.)
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provided medicatareto an individuaWwhowas insured by the Personal Assistant Health Fund for

the SEIU Healthcare IL Home Care Health Plan (“Plaid).at 2. The totalcostof that carevas

over $80,000. Id. The Plan is administered by DefentaBoard of Trustees of the SEIU

Healthcare lllinois Home Care & Child Care Fufieiund”). (D. 27 at 1.) The Plancontains a

comprehensivanti-assignment provisicghwhich states

You cannot assign your rights as a Plan Participant to a provider or other third party
or in any way alienate your claim for benefits. Any attempt to assign those rights
or in any way alienate a claim for benefits will be void and will not be recognized
by the Fund for that purpose. The Fund will treat any document you are asked by a
provider to sign to assign your rights as a Plan Participant or to alienate a claim for
benefits to a provider, to be only an authorization for direct payment by the Fund
to the provider. For example, the Fund will NOT allow you to assign your provider
any rights as a Participant in the Plan, including, but not limited to, the right to
appeal a claim denial or the right to receive documentation concerning claims. |
the event thathe Fund does receive a document claiming to be an assignment of
benefits, the Fund will send payments for the claims to the provider, but will send
all claim documentation, such as an Explanation of Benefits, and appeal procedures
directly to you as the Claimant. In no event shall receipt by a provider of payment
or documentation concerning claims be accepted by the Plan as a waiver of the
prohibition on assignments of benefits. You may file an appeal of a claim submitted
by a provider that was denied in whole or in part and may authorize a representative
to file such an appeal on your behalf and you or your representative may use
information provided by a provider to support your appeal.

(D. 31-2 at 45.)

In January, February, and March of 20RHiniff submitted claimd$or medical services

it rendered to its patietit Defendants (D. 1 at 4) To dateDefendanthiavemade direcpayments

to Plaintiff in the amount of $44,642ld. In October2017,Plaintiff submitted aclaims appeal

and request foplan documerdtion to Defendants concerning the outstandoajance on its

claims (D. 1-10 at 12.) Shortly thereaftefDefendants denieboth of its requests(D. 1-11 at

1.) Plaintiff now contendghat despite its reasonable, good fadtitemptsto acquireplan

2The antiassignment provision, as well as a complete copy of the Plan, is providecimdBefsReply. Because
the Plan and its anéissignment provision are central to the allegations in the complaint, the dosareémtiuded
in the Court’s overall analysiSeeDuferco Steel Inc. v. M/V Kalisti21 F.3d 321, 324 n.3 (7th Cir. 1997).
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documentationDefendants haveefused to comply. (D. 1 at 15Blaintiff seeksa complete cop
of thepatient’s healtbareplan all documentation related to the processinthefpatient’shealth
claims(including a copy of Defendants’ benefit determinatioasiistatutory damages, cosssd
attorneys feesrelated to Defendariteefusal to send the requested documentatidn.
PROCEDURAL HISTORY

On October 23, 201RIaintiff filed its complaint outliningthe aforementioned claims
(D. 1.) On February 21, 202@efendantsiled anamended Mtion toDismisstheComplaintand
a corresponding memorandum of law. (D. 27, 28.) On February 27, B0&iiff filed its
responsandcorresponding memorandum of law. (D. 29, 30.) On March 12, Zféendants
filed a Motion for Leave toFile Reply and attachetheir Reply. (D. 31.)On March20, 2020,
Plaintiff filed its objection toDefendantsMotion for Leave to File a Reply(D. 32.) This Order
follows.

LEGAL STANDARD

Motion to Dismiss Under Rule 12(b)(1)

A motion to dismiss filed under Federal Rule of Civil Procedure 12(b)(1) challemges t
district court’s subject matter jurisdictiored. R. Civ. P. 12(b)(1)The Plaintiff bears the burden
of proofin establishindederal jurisdiction Silha v. ACT, In¢.807 F.3d 169, 173 (7th Cir. 2015).
“Where evidence pertime to subject matter jurisdiction has been submitted, the district court may
properly look beyond the jurisdictional allegations of the complaint . . . to determine wimether i
fact subject matter jurisdiction existsSapperstein v. Hagefil88 F.3d 852, 855 (7th Cir. 1999)
(internal quotation marks and citation omitted].he presumption of correctness that [the court]
accord[s] to a complaint’'s allegations falls away on the jurisdictionat issige a defendant

proffers evidence that calls the court’s jurisdiction into questideh. &t 856 (citation omitted).
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Motion to Dismiss Under Rule 12(b)(6)

A motion to dismissunder Federal Rule of Civil Procedure 12(b)(#lallenges the
sufficiency of the complaint, not its meritsGibson v. City of Chi.910 F.2d 1510, 1520
(7th Cir. 1990). In reviewing a motion to dismiss, the court accepts as true aple@tled facts
in the complaint and draws all reasonable infeesnfrom those facts in plaintiff's favor.
AnchorBank, FSB v. Hofe649 F.3d 610, 614 (7th Cir. 2011). A motion to dismiss “can be based
only on the complaint itself, documents attached to the complaint, documents ttii Galeto
the complaint and referred to in it, and information that is subject to proper judiciat hotic
Geinosky v. City of Chi675 F.3d 743, 745 n.1 (7@ir. 2012). “Documents referred to in, but
not attached to, a plaintiff’s complaint that are centratistolaim may be considered in ruling on
a Rule 12(b)(6) motion if they are attached to the defendant’s motion to dismistefco Steel
Inc. v. M/V Kalistj 121 F.3d 321, 324 n.3 (7th Cir. 1997). To survive a Rule 12(b)(6) motion, the
complaint must notmy provide the defendant with fair notice of a claim’s basis but must also be
facially plausible.Ashcroft v. Igbal556 U.S. 662, 678 (2009Rlausibility is context specifiand
requires the court to draw on its judicial experience and common s&fgeauley v. City of
Chicagq 671 F.3d 611 (7th Cir. 201 hile thecourt accepts all welpleaded factual allegations
in the complaint as true and draws all reasonable inferences in plaintifits fiais not obligated
to ignore facts in the complaint that undermine plaintiff’'s claim or to assign weighstpported
conclusions of law.R.J.R. Servs., Inc., v. Aetna Cas. and Sur, &b F.2d 279, 281 (71ir.
1989).

DISCUSSION
The issues at hardin various permutationshave beenraisedbefore district courts

within our arcuit, andbeforethe Circuit Court of Appealson numerous occasionsSee e.g.,
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Griffin v. TeamCarg909 F.3d 842 (7th Cir. 2018Penn. Chiropractic Ass’'n v. Indep. Hosp.
Indem. Plan, Ing.802 F.3d 926, 928 (7th Cir. 2018)prlan v. Universal GuarLife Ins Co., 298
F.3d 609 (7th Cir. 2002Kennedy v. ConrGen Life Ins Co, 924 F.2d 698 (7th Cir. 1991¢ent
States, 8.and Sv. Areas Pension Fund v. Gerber Truck Sginc., 870 F.2d 1148 (7th Cir. 1989);
OSF Healthcare Sys. Matcor Metal FabricationNo. 161052, 2017 WL 1740022 (C.D. lll. May
3, 2017);0SF Healthcare Syy. Nestle USA, IncNo. 151316, 2015 WL 11023789 (C.D. Ill.
Dec. 2, 2015)0OSF Healthcare Sys. Boyd BenefitdNo. 121413, 2014 WL 12736152 (C.0OL.1
Jan. 22, 2014) As such, thessues at handarenot one of first impressioreven though the fact
scenario upon which thegly has yet to be comprehensivelydressed bthe Seventh Circuit.

Defendants move to dismiss Plaintiff's ERISA claiargung Plaintiff lacks standing to
sue as a beneficiabecause@nunambiguousntiassignmenprovision in the patient'®lanbars
suit. (D. 27 at 2.)They also argue that district courts withimstbircuit have rejected the theory
that directpayments tdealthcargrovidersfrom the plan itseltreate an enforceable assignment
of benefits or confeERISA beneficiary status on the provider. (D. 28 &.B Defendants
conclude by assertingpat even if Plaintiff had standingits claims shoulde dismissedecause
Plaintiff is not entitled tdheinformationit seeks.Id. at 1214.

In responsePlaintiff argues thathe Court should denpefendants’dismissalrequest
becauseDefendantsfailed to appendthe Plan’s antrassignment provision ttheir Motion to
Dismiss® (D. 29 at1-2.) Plaintiff also aguesthat itis a beneficiary to théPlan underERISA
because the Plan made direct payments to it. (D. 30 dt &9serts that @e a Plan“makes a

determination that a providemay be paid for its claims viirect payment, the Plan has made a

3 Although Detndantdailed to append a copy of tipeovisionto theiroriginal Motion to Dismiss, Rlintiff argues
the language in the provision is “not determinatiff¢ whether [it] has standing . . . as an ERISA . . . beneficiary.”
(D. 32 at 3.) Plaintiffalso assest albeitincorrectly, shouldDefendantsappend any documeattonto their Motionto
Dismiss the Courimustconstrue th Motion as one for summary judgmetfd. at 23.
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concessiorthat the provider is a beneficiary under ERISA, notwithstanding amassitinment
provision in the Plan itselfld. at 67. Plaintiff also argesthattheassignment of benefitsy its
patientdoes not preclude it froamsomaintainingoeneficiarystatussinceit received benefitsom
the Planin the form of paymentlid.

Despite Plaintiff’'s egumentsto the contrary, the Court finds thiiie unambiguousantr
assignment provision in the Plan renders Plaintiff’'s assignment of beinefiisctualand that
directpayment to the providalonecannotconferbeneficiary statusnit under ERISA.

l. Claimswithin ERISA’s Zone of Interests

Section 1132 of ERISA provides a civil enforcement mechanism by which partiesetan s
redress for violations of the Act in federal cour29 U.S.C. § 1132 (2014).lt empowers
participantsandbeneficiariesto sue in federal court “to recoveerefits due to him under the
terms of his plan, to enforce his rights under the terms of the plan, or to clarify histoidture
benefits under the terms of the plan[.ld. 8§ 1132(a)(1)(B) ERISA defines d participant as
“any employee or former employee of an employer, or any mearbiermer membenf an
employee organization, who is . eligible to receive a benefit of any type from an employee
benefit plan which covers employees of such employer or members of such orgdiizaiiog
10027). ERISA defines dbeneficiary asa “person designated by a participant, or by the terms
of an employee benefit plan, who is or may become entitled to a benefit” under theédolgn.
1002(8).

Defendantsacknowledgethat Plaintiff received an assignment of benefits fran
participant and request@tan documernrttion (D. 28 at 1.) They argue, however, that then
antirassignment provision voids the assignmentemlinatesPlaintiff's right to bring suit under

ERISA as a berigiary by virtue d theallegedassignmentld. at 1-2. Defendants also argue that
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direct payment alonis insufficient to confer beneficiary status on Plaintiffder the Act. The
Courtagrees andddresses each of these arguments in turn.
A. Anti-Assignment Provision

In 2014, ths Court issued its decision @SF Healthcare System v. Boyd Bengfits. 12
1413, 2014 WL 12736152 (C.D. lll. Jan. 22, 2014).Bbyd OSF brought action under ERISA
against Boyd Benefits for unpaid medical claims related to OSF's medicafocavaee of its
patients. 2014 WL 12736152, at *1. The patient was insurédriBoyd’s healthcare plaand
the plan had an arfissignment provisiomvhich prohibited a participant from assigning any
benefits under the plan without the plan or administrator's condentOSF argued that the
paticipant’s wife irrevocably assignedb it all the rights that she had against any insurance
company or thirgparty for payment of the hospital billsld. at 2. OSF also assertéuat it had
standing to appeal and file its claim due to the direct payment that it received fromIBoyd.
denying Boyd’s motion to dismisandciting DeBartolo v. Plano Molding CpNo. 028147, 2002
WL 1160160, at *1 (N.D. lll. May 29, 2002)@PeBartolo II') and Kennedy 924F.2d at 701, the
Courtheld

This Court is unable to conclude from the recmhetheror notOSF is an assignee;

however, based on the record before it[,] the Court finds that the allegations in the

Complaint establish enough possibility of direct payment by the Defendant’s plan

that would vest this Court with subjemiatter jurisdction, notwithstanding an anti

assignment clause.
Id. at *4.

A year latey the Court issueis decision inOSF Healthcare System v. NestiSA, Inc,
No. 151316, 2015 WL11023789C.D. Ill. Dec. 2, 2015). IMNestle OSF brought action under

ERISA against Nestle USA for unpaid medical claims related to OSF’s medical carefof its

patients. 2015 WL 11023789, at *The patient was insured under Nestle USA’s healthcare plan.
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It is unclear from the record whether the plan contained #iragsignment provision and, even if
it had Nestlefailed to raise the provision as a defensg. OSF argued it a partial payment
madeto it directly from the health plan was a waiver of the plamig-assignment clause and a
clear recognition of the assignmeritl. OSFalso arguedhatsince it received direct payment
from the plan, it had standing to sue as a beneficiary under ER#SAn denying Nestle USA'’s
motion to dismiss, andting Boyd DeBartolo Il, andKennedythe Courheld

Plaintiff is a beneficiary in this matter besau. . the participarit] assigned his

rights under the Health Plan to Plaintiff. . Furthermore, the Court stands by its

decision in[Boyd in that pursuant t&ennedythe possibility of direct payment is

enough for a federal court’s jurisdiction, thus an actual payment definitely suffices

to enable a federal court to exercise jurisdittibherefore, based on the record

before it[,] the Court finds the allegations in the Complaint establish a direct

payment on behalf of the Health Plan to Plaintiff that would vest this Court with
subjectmatter jurisdiction, notwithstanding an aasisigment clause.

Additionally, [b]Jecause the [Health Plan] allow[ed] for direct payment, figféis]

claim as an assignee cannot be deemed ‘frivolous’ ... [and Plaintiff] has stamding t

bring this clam.

Id. at 4 (internal quotation marks and citations omitted).

In reviewing the scenario at hand, recognizinguhambiguousntiassignment provision
in thePlanand Defendants’ valid invocation thereahd in arguably charting anew path toits
conclusion,the Court findsthat Plaintiff fails to fall within ERISA’s zone of interestand
dismissesdts claims under the Act A brief review of Seventh Circuit cda® in this area is
necessary to explain the Court’s decisitmKennedy vConnecticut General Life Insurance Co.
924 F.2d 698 (7th Cir. 1991), the Seventh Circaedognizedhat “[b]Jecause ERISA instructs
courts to enforce strictly the terms of plans, an assignee cannot collect unlesblshes that

the assignment comports with the plarid. at 700. While the&ennedyCourt suggested that

“subjectmatter jurisdiction depends on an arguable claim, not on successfjlialified its
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suggestion byddng that “if the language of the plan is so clear that any claim asanas must
be frivolous” then jurisdiction must be lackintd.

Kennedywas followed byMorlan v. Universal Guaranty Life Insurance C298 F.3d 609
(7th Cir. 2002). In Morlan, the courteiteratedts holding inKennedythat “a properlyassigned
ERISA claim makes the assignee a participant or beneficiary within the mednihegAct.” Id.
at 615 It alsoinstructedthat “claims for welfare benefits, not limited to heatdre benefits, are
assignableprovided of course that the ERIS#an itself permits assignmerassignability being
a matter of freedom of contract in the absence of a statutory loar.”

Morlan was followed byPennsylvania Chiropractic Ass'n v. Independence Hospital
Indemnity Plan, In¢.802 F.3d 926 (7th Cir. 2015). Rennsylvania Chiropractica group of
chiropractors brought suit alleging they were beneficiaries under ERtGAt 928. The Seventh
Circuit noted that while the providers appearefilitfill the requirementsf standing, their claims
fell outside the zone of interests regulated by ERIBAat 928. Theproviders’ claimgell outside
ERISA’s zone of interests becauseytttid not meet the definition of benefidies asoutlined by
the Act. Id. The courtobservedhat it “need not distort the word ‘beneficiary’ in order to enable
medical providers to contract for and enforce procedural rules about how insuress pagical
care.” Id. at 930. It ended the decision \mcating thedistrict court’'sjudgment inthe providers’
favorand caling into questiortheir ability to bring suit altogetherid.

Pennsylvania Chiropractiwas followed byGriffin v. TeamCare909 F.3d 842 (7tRir.
2018). In Griffin, a healthcare provider sued her patientisuranceplan via the plan’s
administrator for a copy of the plan description and documents related to the adioirsstr
determination of benefitdd. at 844. Before receiving treatment, the patient assityeggorovider

rights under the plan to “pursue claims for benefits, statutory penalties, [and} bfdatuciary
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duty[.]” Id. In what was viewed by the provider as a stalling tactic, the administratoecetee
provider to a thireparty to appeakhe plan’sfee determination®f her services Id. While the
administratordid providea copy of the plan descriptioit, failed to include any related fee
schedules or tabledd. at 844-45. In reversing the dismissal of the provider's ERISA claims and
finding the provider adequately alleged she was eligible for additional benefits amdrgtat
damages, the Seventh Circuit observed:

ERISA defines “beneficiary” as “a person designated by a participant ... who is or

may become entitled to a benefit [under an employee benefit plamggssignee

designated to receive benefits is considered a beneficiary and can sue for unpaid
benefits under section 1132(a)(1)(B) . Bringing [ ] suit (or an administrative
appeal) requires access to information about the plan and its payment
calculations—here, how [the administrator] determined the usual, reasonable, and
customary rate. It follows thathe provider] also must be a beneficiary able to sue
when she is denied requested information.

Id. at 847 (emphasis addg@)tations omitted).

The Courtfinds thatthe language in the Plan bars assignnmeemd, that théanguage is so
clear thatPlaintiff’'s claims as an assignesefrivolous. Kennedyinstructedthat “subjectmatter
jurisdiction depends on an arguable clai®24 F.2d at 700and qualified itsnstructionwith an
exception that applies hemdorlan clarfied the exception irKennedyby adding that claims for
welfare benefits are assignableprdvided of course that the ERISA plan itself permits
assignment]” 298F.3d at 615Pennsylvania Chiropractiemphasizedhe caution that courts
must take in asyzingthe scope of ERISA claims by reversing tbeer court and vacatinthe
judgment in favor of thallegedbeneficiariesGriffin reinforced the uncontestedonclusionthat
avalid assignee mague for unpaid benefits as a beneficiary under the Act.

Since ERISA instructcourts to strictly enforce theterms of the plan 29 U.S.C.

§1104(a)(1)(D)Kennedy924 F.2d at 700, the Codails to envisiorhow permittingPlaintiff to

continue its suit under ERISAwould be consistent withthis circuit's guidance,the civil

10
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enforcement mechanism withilme Act,id. 8 1132(a)(1)(B)pr the increasing trend district and
circuit court opinions which holthatantrassignment provisions in ERISA plans may preclude a
provider from bringing action under the AcBeg e.g., Univ. Spine Ctr. v. Aetna, InG74 F.
App’x 60 (3dCir. 2019);Dialysis Newco, Inc. v. Cmty. Sys. Grp. Health PR&8 F.3d 246 (5th
Cir. 2019);Griffin v. United Healthcare oGa. Inc, 754 Fed. Appx. 793 (11th Cir. 201&B
Healthcare, LLC v. Blue Cross Blue Shield of Arinc, 852 F.3d 868 (9th Cir. 2017)
Neurological Surgery, P.C., v. Travelers C43 F. Supp. 3d 318 (E.D. New Yorkniv. of Wis.
Hosps. and Clinics Auth. v. Aetna Health & Life Ins.,@d4 F. Supp. 3d 1048 (W.D. Wis. 2015);
DeBartolo v. Blue Cross/Blue Shield of,IINo. 025940, 2001 WL 1403012 (N.D. Ill. Nov. 9,
2001)(“DeBartolo I'); Neurological Res., P.C. v. Anthem InssC61 F. Supp. 2d 840, 843 (S.D.
Ind. 1999). Accordingly, Defendants’ Motion to Dismiss on this ground is GRANTED.
B. Receipt of Direct Payment
Notwithstanding the Plan’s ardissignment provisiorRlaintiff offers analternate theory
of beneficiarystatuswhich relies solely on its direct payment from the PIRRaintiff states
Having made a direct payment to OSF, the ERISA Health Plan made a
determination that OSF was entitled and designated to receive benefits under the
ERISA Health Plan. Furthethe ERISA Health Plan’s direct payment to OSF
acknowledges an assignment by the ERISA Health Plan or that the terms of the
plan allow direct payment of benefits to OSF or both. The ERISA Health Plan
cannot legally pay benefits to one that is not euwtitte receive them. Once the
ERISA Health Plan makes a determination that a provilentitied to direct
payment, the ERISA Health Plan has made a determination that the provider is a
beneficiary of the ERISA Health Plan by virtue of providing a direct benefit to the
provider in the form of payment for the services rendered.
(D.30at6.)
Plaintiff's assertiongoil downto anargumenthat regardless @ plan’s anttassignment

provision,or whethera valid assignment of rightes beemstablishedshoulda provider receive

direct paymenfrom a plan, or should plan itself allow for direct payment to a provideunder

11
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any dause—thenthe provideiis deemeda beneficiary under ERISAnd can bring suit in federal
court. To bolster its argument, Plaintiff relies on disctategguagdrom Seventh Circuitlecisions,
and from district courtopinionswhich may have misterpretedthat languageto allow it to
proceed withts claimsas anERISA beneficiary.

In Ruttenberg v. U.S. Life lnageanceCo., 413 F.3d 652, 661 (7th Cir. 200%Andrew
Ruttenberga disabled commodities tragddited suit against his insurance compdiyS. Life)
for its repeated denials of his disability claimd. at 65556. U.S. Life filed a motion to dismiss
arguing Ruttenberg’state law claims were preempted by ERISW. at 657. U.S. Lifealso
guestionedvhetheRuttenbergvas a fulltime employee agguired by his policyld. In response
to U.S. Life’spreemption argumenRuttenberg arguetthatas an independent contractor, he was
neithera participannor a beneficiaryunderERISA and therefore, his insurancelicy was not
an ERISA plan.ld.

The district court ruledgainstRuttenbergfinding thathis policy was governed by ERISA
and that his statkaw claims were preempted by the Addl. The couridismissechis complaint
with leave to refile an ERISA cause of action, which he ttid. Discovery ensued with the court
ultimately graning summary judgment ib).S. Life’sfavoron the theory thaRuttenberdailed to
meet the policy’s requirement that he maintaih-fime employmenby working at least 30 hours
a week. In essencehe court had denied Ruttenberglaims for disability benefits from a policy
to which he had been making consistenémium payments.Presumably, His wasa blow to
Ruttenbergoecause the policy provided for $10,000 a mantHdisability benefits. Id. at 656.
Moreover due to the procedural posture i claims, the court operated under the assumption
that Ruttenbergvas not an employee of U.S. Life and could nteowise be considered a plan

participant. Id. at 660.

12
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On appeal, the Seventh Circuit was forced to adopt the same assunigtiom the
alternative, the coumvas left withdeterminingwhetherRuttenbergqualified as a beneficiarp
his policy underERISA. 1d. at 660661. It ruled thatERISA appeared to establish two distinct
classes oindividualswho might be beneficiaries: those designated by a participant, and those that
were designated to receiveebefits by the plan itself.ld. at 661. The court concluded that
Ruttenbergvas in the latter group, butfdiled tofully expainthe reasoning behind its conclusion
Instead, the@urtobserved

We join the weight of authority in concluding that an ERISA “beneficiary” may be

a person designated to receive benefits under the terms of the plan itself; the

definition is not limited to individuals designated by a “participant” to receive

benefits. The district court did not err in determining {Rddintiff] qualified as a

“beneficiary” of the U.S. Life policy for ERISA purposes and correctly found his

state law claims preempted by the federal statute.

Id. at661-62 (nternal citations omitted)Arguably, the court could have come to its conclusion
that Ruttenbergwas a beneficiarpecauséhe was anindividual who may have otherwisdeen
entitled to the benefits dfis plan(e.g, as a plan participant)After all, Ruttenberdad relied on
hispolicy to deliver benefits should he become disabléelalsamaintained his end of the bargain
by making the requisite premium payments. Undergtemario an expansive take dahe Act’'s
definition of beneficiary appears plausible.

Plaintiff, however,takes theSeventh Circuit'sconclusion in a different direction and
broacens furtherthe definition of beneficiaryinder the At. Plaintiff suggestghat because it
received dbenefit in the form of paymendn oneof its patient’sclaims from theparticipant’s
Plan the Plan itself has “determined’is a beneficiary. Plaintiff asserts, as a beneficigng,
entitled tocertain informationincludingPlandocumentation and statutory fe€ghis Court, like

many othersis unwilling to distort ERISA’s definition of beneficiary to enable Plaintiff to éoéo

procedural rules about how insurers pay for medical semply by the fact that it received

13



1:19-cv-01341-MMM-JEH # 33 Page 14 of 16

payment from an insurance providéta. Chiropracti¢ 802 F.3d at 93Gsee alsd®dB Healthcare,
LLC v. Blue Cross Blue Shield of Ariz., In852 F.3d 868, 8756 (9th Cir. 2017)“Neither a
designation in a health benefit plan nor an assignment by a patient allowing a healtbwedes p
to receive direct payment for health services entitles a health care providenedits on its own
behalf.Providers are therefore not ERISBeneficiar[ies]. ”); Rojas v. Cigha Health & Life Ins.
Co, 793 F.3d 253, 258d Cir. 2015)(“[Plaintiff's] claim to payment for covered services is a
function of how{the insurance aopany] reimburses healthcare providers under the Benefit Plan.
That right to payment does not a beneficiary nigkélobbs v. Blue Cross Blue Shield of Ala
276 F.3d 1236, 1241 (11th Cir. 20@WV] hile this court has allowed healthcare providers to use
derivative standing to sue under ERISA, it has only done so when the healthcare provider had
obtained a written assignment of claims from a patient who had standing to sueRIg&RE a
‘beneficiary or ‘participant’ ”); Ward v. Alternative Health Delivery Sys., lie61 F.3d 624, 627
(6th Cir. 2001) (“The fact that plaintiff may be entitled to payment from defendardsesult of
her clients' participation in aamployee plan does not make her a beneficiary for the purpose of
ERISA standing.”) OSF Healthcare Sys. v. Matcor Metal Fabricatidl ) Inc.,, No. 161052,
2017 WL 1740022, at *4 (C.D. lll. May 3, 2017)The Court concludes that the Plan's generic
commiment to direct payment to providers is not sufficient to agsignpatient’sjappeal rights
to OSFor otherwise make it an ERISA beneficiary.”).

The Court isalsounpersuaded by any Bfaintiff’'s remaining arguments on the mattétr
will note, however, that two of its previous rulings stand in contrast to today’s decisi@uoyd
andNestle this Court adopted language fr@eBartololl which relied orKennedyto supporthe
conclusionthat“the possibility of direct payment in a health benefits plan is enough to establish

subjectmatter jurisdiction, notwithstanding an aasignment clause2Z002 WL 1160160, at *1

14
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That language, specifically, the “notwithstanding an-assignment clause,” is not reflective of
the holding inKennedyand is not universally applicable to ERISA claimfccordingly,
Defendants’ Motiorto Dismiss orthe ground that direct payment alone is insufficient to confer
beneficary status on medicalprovider is GRANTED.

Il. Defendants Motion for Leave to File Reply

District courts are entitled to “considerable discretion in interpretityagpplying their
local rules[.]” Cuevas v. United State317 F.3d 751, 752 (7th Cir. 2003). The Local Rules of
this District dictate that “[n]o @y to the response is permitted without leave of Court. GIRL
7.1(B)(3). “Typically, reply briefs are permitted if the party opposing a motion has introduced
newand unexpected issues in his response to the motion, and the Court finds that amejblg fro
moving party would be helpful to its disposition of the motion; the Court does not typically permit
the moving party to file a reply in order to introduce new arguments or evidence that aald ha
been included in the motion itself, or to rehash the arguments made in m&fweits v. Petrakis
No. 10-1104, 2011 WL 5930469, at *8 (C.D. lll. Nov. 29, 2011).

In their Motion for Leave té&ile Reply, Defendantsequesthat the Court grant them leave
toreply due to confusimover the exact language in the Plan and which version of the Plan controls
the present case. (D. 31 at 3.) Defendants also argue they should be permldea reepfy to
refute Plaintiff's unexpected argument thttis Court’s decision inOSF Healhcare Systems v.
Matcor Metal Fabrication|fl.) Inc.,, No. 161052, 2017 WL 1740022 (C.D. Ill. May 3, 201Was
vacated and ithereforeinapplicabldo the scenario at hanttl. at 4. Notably,Defendants append
a complete copy of the Plan to theioposed reply. (D. 312 at 394.) Plaintiff arguesthat
Defendants Reply should not be allowetbecause th&eply contains extraneous documents

which the Court cannot consider in a Rab)(6)motion to dismiss (D. 32 at 2-3.)
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Defendants’ Motion is GRANTED IN PART AND DENIED IN PARTThe Courfinds
that Defendants’ Reply, specificalliyeir copy of the governing Plan, would be extremely helpful
to the Court’sdisposition of théviotion. Defendants ar&6RANTED permision tdfile their Reply
and its attachments, #se Plan was referred to in, but not attached to, Plaintiff’'s Complaint and is
central to its claim.SeeDuferco Steel In¢.121 F.3dat 324 n.3 However, any argumeaion
concerningMatcor Metal, 2017 WL 1740022, in the Rephill be summarilyignored.

The Matcor decisionwasissuedby another courin this districtand ha no bindingeffect
on ths Court’s determination of the matters at han8ee Harris v. Bd. of Governors of Fed.
Reserve Sy938 F.2d 720, 72@th Cir. 1991)holding ‘the only effect of . .vacatur is to deprive
those orders of any preclusive effect in subsequent litigation. It does not deprive tlhiemsitise
decisis effect as they may h&yg. Accordingly, Defendantsrequest taecognizethe Matcor
arguments in theReplyis DENIED.

CONCLUSION

For the aforementioned reasomxfendand’ [31] Motion for Leave to File Reply is
GRANTED IN PART AND DENIED IN PART, and Defendantf27] amendedMotion to
Dismissis GRANTED. Plaintiffs Complaint is DISMISSED in itentirety. The Clerk of Court

is directed to close this case.

Entered on April 27, 2020. /sl Michael M. Mihm
Michael M. Mihm
United States District Judge
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