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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF MICHIGAN
NORTHERN DIVISION
FRANCES M. WOLF,
Plaintiff, CaseNo. 15-cv-12530

V. Honorabl@homasL. Ludington
CAUSLEY TRUCKING, INC.,
A Michigan Corporation, and
GREGORY CAUSLEY,

Defendants.

/

ORDER DENYING DEFENDANT'S MOTION FOR ATTORNEY FEES AND COSTS

This matter involves an action under thellaenforcement provision of the Employment
Retirement Income Security Act (“‘ERISA”), 295C § 1132. Plaintiff Frances M. Wolf brought
this action to recover deathredits following the death of hdnusband, Randy Rieck (“Rieck”).
Rieck was Vice President and Director of Maimance at Defendant Causley Trucking, Inc.
(“Causley Trucking”) a closelyreld corporation wholly ownte by Rieck’s uncle, Defendant
Gregory Causley (“Causley”) (collectively “Deidants”). After Mr. Reck’s death, Plaintiff
applied for benefits under Causley Trucking’s DeBenefit Only Plan (the “Plan”). Wolf was
awarded $206,405.39.

Unsatisfied with the benefits determimatj Wolf filed an appal with Causley, who
upheld the determinatio Wolf filed suit in the SaginawCounty Circuit Court, which was
removed by Defendants to this Court on Juby 2015 on the grounds that Wolf's claims were
preempted by ERISA. Wolf filed an amded complaint on August 13, 2015. On August 31,

2015, Defendants moved to dismiss all but thst fcount of Wolf's amended complaint for
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denial of benefits undehe plan. Wolf then moved temand the action on September 17, 2015.
On February 5, 2016, the Court denied Woli'®tion to remand, and granted Defendants’
motion to dismiss in part. Plaintiff's denial benefits claim (Count I) and her estoppel claim
(Count 1V) survived in their entety, and her breach of fiduciary duty claim (Count II) survived
in part. The matter was referred to Magistratdge Patricia T. Morris. The parties filed cross-
motions for summary judgment on December 16, 2016.

On March 23, 2017, Judge Morris issued heport, recommendinthat Defendants’
motion be granted and Plaintiff's motion be ahiPlaintiff timely filed objections. On May 23,
2017, the Court entered an order overruling rieiiiis objections, dopting the report and
recommendation, granting Defendants’ motion Sammary judgment,ra denying Plaintiff's
motion to vacate the administrative decisi@n the same day, judgment was entered for
Defendants and Plaintiff’'s complaint was disead. On June 21, 2017, Plaintiff filed a notice of
appeal. Thereafter, Defendants filed thednstmotion seeking $130,623 in attorney fees and
$2,386.53 in costs. For the reasons thiédvig the motion will be denied.

l.

On November 17, 2004, Causley Trucking pasd#d several universal life insurance
policies from Principal Life Insurance Compamry the lives of certain key employees including
Rieck. (Doc. 33 at PGID 387). Causley Truckiwgs the owner and befi@ary of the policy
and paid all premiums for the policy. (Doc. Ex. 2, at PGID 223; Doc. 40 at PGID 723-24).
On November 30, 2004, the Board of DirectofsCausley Trucking adopted a “Resolution
Authorizing A Death Benefit Only Plan,” which set forth the terms of the Death Benefit Only
Plan (“Plan”). (Doc. 8 Ex. A). The Plan wageated to “provide death benefits to the

beneficiaries of [Causley Trking's] eligible employees, itleath occurs while the employee



remains in the employment of [Causley Truckinghas retired from employment after attaining

age 65 with a minimum of 20 yeawsservice.” (Id. at § 1). The &h provides that the “Board of
Directors shall determine which employees, hereafter referred to as ‘Participants,’ are eligible for
the Plan and the amount of death benefits payablthe life of each Participant under the Plan.”

(Id. at 1 2).

The Plan provides that Cadeg Trucking would enter into a DBO agreement with each
participant. (Id.). The Plan further statedatttCausley Trucking “may wish to purchase life
insurance policies” to ensure sufficient assetSneet its obligation tgay the death benefits
provided for under this Plan.” (Id. at 1 3). These “key man” insurance policies were also intended
to ensure the company would have sufficient tasseailable to replace the deceased employee’s
value to the company and carry ontil it could find a suitableeplacement employee. (Doc. 40
at PGID 725-26). Causley Trucking was “destgdaas owner and beneficiary of any such
policies purchased and aights and benefits accruing fromcsupolicies shalbelong solely to
[Causley Trucking]. Participants ahhave no rights or interest such policies.” (Id.). Causley,
as president of Causley Trucking, would be theniadstrator and fiduciary of the Plan. (Id. at
4). Finally, the Plan provides that the “Planimding policy shall be that all the death benefits
payable under the Plan shall be provided ouhefgeneral assets of [Causley Trucking]. Such
general assets shall include angurance proceeds received by @@ poration at the death of a
Participant.” (Id. at § 7).

Pursuant to the Plan, Causley Truckingeesd into a DBO agreement with Rieck on
November 30, 2004 (“RDBOA"). (Doc. 8 EX8). The RDBOA provide that Rieck, the

“Participant,” was entitled to “payments in the amonatless than the cash valoéthe policy



in equal installments over 10 years to thetiBigant's spouse whildiving.” (Id. at 1)
(emphasis added). Notably, the RDBOA does not define “cash value.”

According to the Summary of Policy Valupsovided by Principal Life, the policy had a
fixed face value of $1,059,496, representing the ampayable to CausleJrucking at Rieck’s
death. (Doc. 40 at PGID 724; DAag6 Ex. 6 at PGID 499-502). Astderth in Principal Life’'s
Summary of Policy Values, the surrender valtithe policy at Rieck death was $206,405, less
a “surrender charge” of $24,706, yielding a “satrender value” of $181,699. Doc. 36 Ex. 6 at
499-502. Rieck passed away on August 7, 2014; Rfanas his beneficiary under the Plan and
RDBOA. (Doc. 8 1 9; Doc. 33, at PGID 391). Although “cash value” was undefined in the
RDBOA, Plan Administrator Causley determinbkg reference to industry usage that “cash
value” referred to the net surrender value @& policy, or the value athe policy if cancelled
prior Rieck’s death, and not toeliixed face value of the policid.

Plaintiffs complaint alleged that one or two weeks prior to Rieck’s death, Causley
informed Plaintiff that she would recei#00,000 under the Plan. (Doc. 8 at § 22). After
Rieck’s death, Causley advised Plaintiff that payment would be approximately $300,000, and
later $350,000. (Id. at 1 23R4 laintiff alleged that Causlepen arbitrarilyreduced the death
benefits amount to $206,405.39. (Id. at T 25). Deémts contend that &htiff misunderstood
Causley’s statements, as he was not intendingpeesent to Plaintiff that she would receive
more than cash value of the policy. Rather, Causley intended to convey to Plaintiff that the
$400,000 comprised the death bénahder the RDBOA of roughly $200,00y addition to
$25,000 from a separate life insurance polisg company provided to Rieck, and $175,000
from a separate life insurance policy Riepkirchased for himself through his company

retirement plan accountSéeDoc. 40 at PGID 727).



I.

Defendants argue that they should be awarded fees and cost&asytfaetors weigh in
favor of such an awardec’y of Dep't of Labor v. Kingf75 F.2d 666, 669 {6Cir. 1985).
Specifically, Defendants argue tHaaintiff maintained claims lagkg any basis in law or fact,
took unsupportable legal positions, and tookeotvexatious action such as prematurely
appealing the Court’s denial oémand, and repeatedly litigagirthe issue of remand without
filing a procedurally proper motion. Mot. &3, ECF No. 54. Defendants also argue that
Plaintiff is financially capable a$atisfying the award of fees aodsts, and thantering such an
award in this case would deter similarly atied Plaintiffs fronfiling baseless claimdd. at 11.

Plaintiff contends that thi€ing factors militate against an award in this case. Specifically,
she argues that she pursued this action in godd faith an honest belief that she was entitled to
additional benefits under the RDBOA. Resp3aECF No. 56. Plaintifairgues she believed she
was entitled to additional benefits becausddhguage of the RDBOA was unclear, and because
Mr. Causley made three differergpresentations to her regagl the money she would receive
under the pland. at 3—4. Plaintiff also contends that she is not financially capable of financing a
fee award, that a fee award would have a chill@ifect on ERISA beneficiaries’ ability to
protect their rights, and thiaer arguments in this case hadrit. Resp. at 5-9, ECF No. 56.

The parties also contest theasonableness of fees requestethis case, including the
hours worked and rates charged by defense ebuAs the Court finds a fee award is not
warranted, the Court will not address the reasonablendiss fdes requested.

.
Pursuant to 29 U.S.C 8§ 1132(g), “the comrtits discretion may allow a reasonable

attorney’s fee and costs of action to eitlparty.” The party seeking fees need not be a



“prevailing party’ to be eligible for an attorney’s fees awarddrdt v. Reliance Standard Life
Ins. Co, 560 U.S. 242, 252 (2010). Rather, they must simply achieve “some success on the
merits.” Id. at 256. “The punishment dfad faith litigantds a legitimate pyrose under ERISA,
but not the only purposeArmistead v. Vernitron Corp944 F.2d 1287, 1304 (6th Cir. 1991).
When determining whether to award feesyrts consider the flowing five factors:

(1) the degree of the opposing party’s aliity or bad faith; (2) the opposing

party’s ability to satisfy amaward of attorney’s fees; (&)e deterrent effect of an

award on other persons under similar circumstances; (4) whether the party

requesting fees sought to confer amoaon benefit on all participants and

beneficiaries of an ERISA plan or rés® significant legal questions regarding

ERISA; and (5) the relative merits of the parties’ positions.

Sec'y of Dep't of Labor v. Kingr75 F.2d 666, 669 (6th Cir. 1985). “These factors are not
statutory and typically not dispitise. Rather, they are considerations representing a flexible
approach.’Moon v. Unum Provident Corp461 F.3d 639, 643 (6th Cir. 2006).

V.

Defendants clearly achieved sass on the merits, as the Codismissed some claims at
the motion to dismiss stage and granted summary judgment for Defendants with respect to all
other claims.

A.

The first factor set forth iKing is the degree of the opposipgrty’s culpability or bad
faith. King, 775 F.2d 666. Defendants assert that Bféignclaims lacked merit and therefore
infer that “Plaintiff filed this lawsuit for wat Defendants can only assume were vindictive
reasons.” Mot. at 10, 12. First and foremost, ‘tiere fact that an actiois without merit does

not amount to bad faithBDT Prod., Inc. v. bemark Int’l, Inc, 602 F.3d 742, 753 (6th Cir.

2010). There is no evidence here that Plaintifeddbr any improper purpose. To the contrary,



the record suggests thslhie acted with a good faith beliefathshe was entitled to additional
benefits.

Defendants do not dispute thislr. Causley madevarying representations to Plaintiff
regarding the amount of benefiise would receive. Mot. at 6, EQNo. 54; Mot. Summ. J. at 20,
ECF No. 40. He represented that shmuld receive $400,000, $350@0and $300,000, before
ultimately awarding $206,405.3%d. Furthermore, the language of the RDBOA is less than
specific from a beneficiary’s perspective. The RDBOA describes the beneficiary’s entitlement as
“no less than the cash value of the policy,” withdetining cash value andicating what policy
it refers to.ld. at 4. The varying represttions by Mr. Causley and the language of the RDBOA
left Plaintiff unclear as to what her legal entittement was. Accordingly, this factor militates
against awarding fees or costs.

B.

The second factor to consider is the nonsamis ability to pay an award of fees and
costs.King, 775 F.2d 666. Defendants cite to Plainsiffieposition transcript which reveals
somewhat inconclusive information about mprehe has received, or will receive, from a
separate life insurance policpch401k. Mot. at 11. At best,dldeposition testimony provides a
very rough estimate of the assets forthcamio Plaintiff following her husband’s death.
Assuming Plaintiff has indeed received rougfg00,000 in assets sinber husband’s death, a
variety of factors could impact hability to pay a fee award, éluding the tax consequences of
the assets she received dredl financial obligations.

Defendants note that they are still hotglia $144,000 installment fund to be paid out to
Plaintiff over seven years, and that any fee aweatdred against her could be offset against that

installment fund. Although that may be true, it does not address her financial circumstances or



her dependence on the installment fund. To the extent Plaintiff is reliant on her installment
payments as a form of income, ceasing or reduthese installment payments is no different
that asking her to pay a fee adaut of her current assets.

Defendants have not furnished sufficient infation to assess Plaintiff's ability to pay a
fee award. Accordingly, this factor vgtis neither for nor against a fee award.

C.

The third factor to consider is the deterrent effect of an award on other persons under
similar circumstanceXing, 775 F.2d 666. Defendants do not offer much analysis with respect
to this factor other than the assertion thatasrard of fees will “dissuade others from filing
similar baseless claims.” Mot. at 11. Howewe sixth circuit has noted that “fee awards are
likely to have the greatest deterrent effect where delidengconduct is in the offingFoltice
v. Guardsman Prod., Inc98 F.3d 933, 937 (6th Cir. 1996). Defendants have furnished no
evidence of deliberate misconductdeAccordingly, this factor deenot weigh in favor of a fee
award.

D.

The fourth factor is whether the party resfirey fees sought to confer a common benefit
on all participants and beneficiaries of anl&R plan or resolve significant legal questions
regarding ERISAKIng, 775 F.2d 666. The parties agrthat this factor iaot applicable here.
Mot. at 12; Resp. at 8.

E.

The final factor to consider is the relative merit of the parties’ positking, 775 F.2d

666. Defendants clearly succeeded in defending tlase on the merits. However, the fact that a

party prevails does not necessarily weigtfanor of awarding that party attorney fe&helby



Cty. Health Care Corp. v. Majestic Star Casirs81 F.3d 355, 378 (6th Cir. 2009). This is
particularly true where a partyposition “appears no more devoidnoérit than that of any other
losing litigant.” Id. Plaintiffs’ claims and legal theoriegere ultimately rejected. However, her
claims were not entirely meritless. The claims she asserted stemmed in large part from the
language of the RDBOA that failed to provitlee beneficiary with sgcific guidance on the
amount of the death benefit. Another source of confusion was the miscommunication between
Causley and Plaintiff regarding taenount of money she would receive.
i

Plaintiff's arguments in her motion tomand were not meritless. Plaintiff moved to
remand on the basis that her claims relatingeégthn were not subject to ERISA preemption, as
the plan was not an ERISA plan in light of the factors articulat&bimovan v. Dillingham688
F.2d 1367 (11th Cir. 1982) (en bandSpecifically, Plaintiff argued that under the first
Dillingham factor, a reasonable person could not aagerthe intended benefits of the plan,
which the plan defined as “no less than thshcaalue of the policy,” without defining “cash
value” or specifying the “policy” to whiclit referred. Order at 6-9, ECF No. 21. The Court
engaged in a nearly four page analysis,imlistishing numerous cases and arriving at the
conclusion that the description tfe benefits in the plan wamt “ephemeral, contingent, or
wholly discretionary.’ld. Plaintiff's theory was ultimately incorrect, but not meritless.

i.

Plaintiff's fiduciary duty claims under 1132(3) were dismissedhut her claims under
1132(a)(2) survived the motion to dismiss amere only defeated oBefendants’ motion for
summary judgment. The breach of fiduciarytydalaim failed because it was premised on a

theory that the administrator mismanaged Pkses when in fact the Plan itself had no assets,



but was rather funded through the corporation’s general assets. Rep. & Rec. at 17, ECF No. 47.
The Plan provided that the corporation may cha@aogmirchase life insunge policies to fund the
Plan, but that such policies aatl rights and benefits accruirthereunder were assets of the
corporation, and not the beneficiatgd. The beneficiary had no interest in any life insurance
policy purchased by the company. Rather, theebeiary only had a ght under the Plan to
death benefits, and the amount of said death liemnveds to be measured with reference to the
policy (an amount “no less than the cash valuthefpolicy”). Because the policy was an asset
belonging entirely to the corpation, the plan administrator dlinot breach his duties as a
fiduciary of the Plan by encumbering the policy as collateral for a bank loan and “comingling”
proceeds from the policy with other company assets.

Thus, determining the viability of thedficiary duty claim involved a rather subtle
parsing of the language and operation of the.PTde conclusion that the Plan itself had no
assets for the fiduciary to manage was notrabeaa fair reading of the whole document. The
Plan contained a provision purporting to gitlee company an option whether to purchase a
policy to fund the plan. However, that provisimas at odds with the language of the RDBDA.
Although the fiduciary duty claim ultimately failed,was not so meritless as to warrant a fee

award.

1 As explained in the Report and Recommeiatia “Per the PlanCausley Trucking was
permitted, but not obligated, to take out a lifsurance policy on Rieck. However, if Causley
Trucking failed to do so, the RDBOA's referencelte cash value of the “policy” would be dead
letter, and the administrator would have noari means by which to determine the amount of
benefits to be paid. In this case, Causley Truckidgake out such a life insurance policy, and it
does not appear that this poor draftsmanshgadmy impact on the meaning of the term “cash
value” in this case.”

-10 -



iii.

Plaintiff's claim for failure to provide mpested information was dismissed. The Court
found that Defendants were exempt from mBRISA reporting and disclosure requirements
under 29 C.F.R. 88 2520.104-24(a)(1) and 2520.104-2Bfwause the Plan was a qualifying
“top hat” plan under 8§ 2520.104-24(c) because it was:

(1) maintained by an employer primarilyrfine purpose of progling benefits for

a select group of management oghty compensated employees, and (2) the

benefits (i) “are paid as needed sol&lyn the general assets of the employer,”

and/or (ii) “are provided etusively through insuranceontracts or policies, the

premiums for which are paid directly lhee employer from its general assets,

issued by an insurance company or simideganization whichs qualified to do

business in any State.

Order at 15-17, ECF No. 21. Defendants were stiljat#d to provide Plaintiff with documents
relevant to her claimdd. The Court found that they did sand that some of the documents
requested by Plaintiff weneot relevant tdher claimsld. In sum, Plaintiff's claim for requested
information was dismissed based on a relatimalgrow exception for qualifng “top-hat” plans,
and because the Court disagreed with Plaintiff regarding what documents were relevant to her
claim. Thus, Plaintiff's claim for information diEsure was not so meritless as to warrant a fee
award.

\2

Plaintiff's state law breach of contraatchconversion claims were dismissed based on
ERISA preemption. The Court found that “becaWdolf's breach of contract and conversion
claims relate to the Death Benefits Plan and seardy require an evaltian of the plan and the

parties’ performance pursuantitpthose claims are preemptedd” at 19. As discussed above at

section IV. E. i., Plaintiff argued thahe Plan was not an ERISA plan undglingham. 688

-11 -



F.2d 1367. For the same reasons discussed above, that argument was not so meritless as to
warrant a fee award.
V.

Plaintiff's claim for wrongful denial of beefits was not challenged in the motion to
dismiss but was ultimately defeated by Defemd’ motion for summary judgment. Plaintiff
contended that the plan administrator, Mr. @aysacted arbitrarily and capriciously in reaching
his benefits decision. The RDBOA entitled pldinto “no less than the cash value of the
policy.” Rep. & Rec. at 9. Both parties recognized that this phrase is subject to interprigtation.
at 10. The Plan granted the admirator the authority to intergréhe terms of the Pland.
Defendant provided authority stating that,tire life insurance context, “cash value” usually
refers to surrender value of the politg. at 10. Plaintiff did not prode authority to challenge
this interpretation.

The Court found that the administrator did aot arbitrarily or capciously in applying
the terms of the policyral determining that Plaintiff ought teceive only the surrender value of
the policy.ld. The plan administrator had the discretion to award more than the cash value of the
policy, but was only required to award an amdimat less than the cash value of the polidg.”
at 11. Notably, the net surrender valuetioé policy was only $181,699, as Principal Life
deducted a “surrender chatgef $24,706, but the administratchose not to impose that
surrender charge on Plaintiff. The representations made by thadstanistrator to Plaintiff that
he would award more than $206,405.39 may Hasen imprudent and premature, but these
representations did not alter his obligations under the policy. He fully complied with those

obligations.ld.

-12 -



In short, it was not unreasonable for Plairttiffoelieve she receivaah arbitrary benefits
decision. However, if such a decision was in fadtitrary, it was becaesof the structure and
language used in the Plan, oty improper action by the adminsior. As explained by Judge
Morris: “the Court’s resporisility is not to evaluate whether ¢hplan itself is arbitrary, but to
determine whether the administrator applied tdrens of the Plan as written in a reasonable
manner.” Rep. & Rec. at 11 (citifgamagos v. W. & S. Life Ins. C4999 WL 301699, at *5
(E.D. La. May 12, 1999)). Nevertheless, Plaingiftlaim for denial ofbenefits was not so
meritless as to warrant a fee award.

Vi.

Plaintiff's estoppel claim wadefeated at summary judgmePlaintiff contended that
Mr. Causley, the plan administrator, was estopped from denying her the benefits he represented
she would receive. In the amended complaintnBfaasserted that she “relied on Mr. Causley’s
representations.” Am. Compl. at 11, ECF No. 8widwaer, in her brief in response to the motion
for summary judgment, Plaintiff readily admittéitht she did not rely on his representations.
Resp. at 16, ECF No. 43. Rathere shframed her estoppel claimdeattempted to assert that her
husband relied on Mr. Causley’s representation that “the insurance proceeds would be
significant.” Id. Plaintiff's estoppel claim clearly lackederit. However, on the whole, the fifth
factor outlined irking does not weigh in favor of awarding feKsg, 775 F.2d 666.

V.

Having considered the factors set forthKimg in light of the entire record, the claims

and defenses asserted, the digmrs of the case, anthe conduct of Plairffi the Court finds

that a fee award is not warranted.
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Accordingly, it isORDERED that Defendant’'s Motion foAttorney Fees and Costs,

ECF No. 54, iDENIED.

s/Thomas L. Ludington
THOMASL. LUDINGTON
Lhited States District Judge

Dated: November 13, 2017

PROOF OF SERVICE

The undersigned certifies that a copy of the foregoing order was serjred
upon each attorney or party of rectvetein by electronic means or firs
class U.S. mail on November 13, 2017.

s/Kelly Winslow
KELLY WINSLOW, CaseManager
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