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UNITED STATESDISTRICT COURT
DISTRICT OF NEW JERSEY

SLEEP AND WELLNESSMEDICAL
ASSOCIATES, LLC

Plaintiff, Civil Action No. 14-6640
V. ORDER

HORIZON HEALTHCARE SERVICES,
INC.,

Defendant.

This matter comebefore the Court by way dbdefendant Horizon Healthcare Services,
Inc’s Motion to Dismiss Plaintiff Sleep and Wellness Medical Associates, LL@=mled
Complaint, Dkt. No. 42;

And it appearing thaPlaintiff seekg1) declaratory and injunctive relief that Defendant’s
reversals of benefits determinations made between 2009 and April &t@lldefendant’s
attempts to recover payments made are unlawfuisuant to ERISAAmM. Compl.  87;(2) to
recover benefits for a viety of ERISA-governedclaims Horizonfailed to pay since April 2014,
id. 1 104; and (3) to recover benefits for a variety of PPAfoerned claims Horizon failed to
pay from 2009 to April 2014, id. T 126;

And it appearing thabDefendanseekdo digniss the entire casarguingthat Plaintiffhas
no standing to sue under ERISA as either a common law assignee or a®eydiangficiary;

And it appearing thallaintiff pled the existence of at least one assignment of benefits
and right to sue by aaient,id. 1 20, Ex. B;

And it appearing thahe Third Circuit recently held thag$ a matter of federal common

law, when a patient assigns payment of insurance benefits to a healthcarer ptloaigeovider
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gains standing to sue for that payment under ERISA 8 50Zm)assignment of the right to

payment logically entails the right to sue for qmayment.” N. Jersey Brain & Spine Ctr. v.

Aetna, Inc, No. 14-2101, 2015 WL 5295125, at *2 (3d Cir. Sept. 11, 2015); and

Therefore, the Court deniesef@ndans motion to dismiss based on whether the
assignments actually grant ERISA standighis stagé;

And it appearing thddefendantalso seeko dismissPlaintiff's request for a declaratory
judgment thaDefendant’s prior reversals of benefits and attempts to recover payments made on
those benefitss unlawful pursuant to ERISA, arguing that “ERISA does not preestgde law
fraud claims,” Defs.Mot. to Dismissat 2Q

And it appearinghat at least some common law fraud claimay not bepreempted by

ERISA, seeGeller v. County Line Auto Sales, Inc., 86 F.3d 18, 23 (2d Cir. 1996);

And it further appearing that some prior reversals of benefits may be unlawfuaputs
ERISA,

And it appearing thaDefendanseeksrecoupmentor arguably thousands of claims from
2009 to 2014 comprising $3.8 millioAm. Compl.at 4,andwhether a particular claim may be
barred by ERISA or the basis of a common law fraud claim cannot be detemmitiesl stage
from the pleadings;

Therefore the Court denies ef@ndant’'s motion to dismis®laintiff's claim for
declaratory judgmerdaspremature

And it appearing thatDefendantalso seeksto dismissPlaintiff's state lawclaims

concering patients “covered under Plans where a State or the U.S. Governitienémployer”

! To the extent this challenge is a factual challenge to ERISA standing, rather finzial one,
the challenge may be renewed at summary judgmérite Courtwill not entertaina factual
challenge concerning what the disputed contracts say without discovery inappéitable
contracts here.



(“PPACA-Governedclaims”) on the basis thahose state claims are attempts to cregigvate
cause of actiopursuant to the claims regulations, which should not be permitted;

And it appearing thatvhether some or all of the contracts at issue cor&ins that
requre compliance with the claimggulations including any implied terms and assurances on
formation, is notlearfrom the pleadingat this stage;

Therefore, theCourt thereforedenies @fendant’ motion talismissbreach of contract
claims at this staggaeeAm. Compl.{ 156-30;

And it appearing thaDefendantalso argueshat Plaintiff's claim for norfERISA claims
arepreempted by sovereign immunity under the Eleventh Amendment;

And it appearing thdDefendanis nota sovereign

And it appearing that whether Defendant was acting as an &gethie Federal and state
governmentsand acting within its authority pursuant to any such relationghgmissueof fact
that cannot be resolved at this stage;

And Defendantinally argueshata variety of controlling contracts, includitige Federal
Service Benefit Plaand the OPVBCBSA contractexpresl/ give Horizon the right to recoup

overpayments;

2 Defendant citeso Shands Teaching Hosp. and Clinics, Inc. v. Beech St. Corp., 208 F.3d 1308
(2000), for the proposition thaton-sate actors can be immune to suit unddeventh
Amendment sovereign immunity. For or&handsexplicitly says“[t]his is not to say that an
agent of the government, be it federal or state, is totally immune to liability eithent ior in
contract, or for actions exceeding their authority to act on the goversrbehalf! Id. at 1311.
Plaintiff s allegesthat Defendantviolated its contractual obligations, entered into with the
federal and state governmentslf so, Defendantexceeded its authity to act on the
governmens behalf. Furthermore, Campo v. Kennedy, 517 F.3d 1070;80D8ih Cir. 2008)
states that state sovereign immunity does not extend to private enititi@efendant has not
persuaded the Court that, based on the pleadingglearly immune from suit asyagent of the
state.




But it is not clear at this stage how or when such a right to recoup overpayments may be
used,and whether Defendant recouped overpayments in a médratevas permissible under the
contractsso resolution of the contract disputes is premature without discovery;

Therefore, having considered the arguments of the parties and for good cause show

I T 1S on this 30th day of October, 2015,

ORDERED that Defendant’s Motion to DismisBkt. No.42,is herebyDENIED.

[s Madeline Cox Arleo

MADELINE COX ARLEO
UNITED STATESDISTRICT JUDGE




