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IN THE UNITED STATES DISTRICT COURT
FOR THE MIDDLE DISTRICTOF PENNSYLVANIA

U.S. RENAL CARE, INC. d/b/a U.S. : Civil No. 1:14-CV-2257
RENALCARE CENTRAL YORK, :

DIALYSIS individually and as

ASSIGNEE OF PATIENT, WW,

Plaintiff/ :
Counter-Defendant, :

V.

WELLSPAN HEALTH, WELLSPAN
MEDICAL PLAN, THE PLAN
ADMINISTRATOR OF WELLSPAN
MEDICAL PLAN, and South Central
PREFERRED, INC.,

Defendants/ :
Counter-Plaintiffs. : Judge Sylvia H. Rambo

MEMORANDUM

In this action involving a disputbetween a healthcare provider and an
employee welfare benefit plan regangli alleged overpaymés made to the
healthcare provider made pursuant to thenpPlaintiff brings claims pursuant to
ERISA, as well as other state law afebleral claims, regding Defendants’
recoupment of the alleged overpaynsgnand Defendantbave responded by
asserting counterclaims for the remaindérthe overpayments. Presently before
the court are cross-motions for summargigoment. For the reasons stated herein,
the court will grant Defendants’ motionrfe@ummary judgment as to Plaintiff's
claims, grant in part and deny in p&¢fendants’ motion for summary judgment

as to their counterclaims, deny Plaintiff's motion for summary judgment as to itg
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own claims, and grant in part and denypart Plaintiff's motion for summary
judgment as to Defendants’ counterclaims.

l. Background

In considering the instant motions Ewmmary judgment, ¢hcourt relied on
the uncontested facts or, where the fastye disputed, viewed the facts and
deduced all reasonable inferences therefia the light most favorable to the
nonmoving party in accordance with théekant standard when deciding a motion
for summary judgmenSeeDoe v. C.A.R.S. Prot. Plu§27 F.3d 358, 362 (3d Cir.
2008).

A. Facts

Plaintiff U.S. Renal Care, Inc. d/bldS. Renal Care CetrYork Dialysis
(“Plaintiff”) is a medical services providéhnat offers dialysis services. Defendant
Wellspan Health (“Wellspan”’is the parent organiian of Defendant Wellspan
Medical Plan (the “Plan”)which is a self-funded employee welfare benefit plan
within the meaning of § 3(1) of ERISA, 29S.C. § 1002(1), that provides medical
benefits to eligible employees and theiligible dependest Defendant South
Central Preferred, Inc. (“South Centralhd, collectively with Wellspan and the

Plan “Defendants”), which is alsowned by Wellspan, acts as the claims

! The court has reviewed the pas’ respectivestatements of materidhcts, the responses
thereto, as well as the underlying administrateeord. While the facts are largely undisputed,
the court has cited to the relevant portion of thaiatstrative record where a fact is in dispute.
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administrator, Preferred Provider Orgatiaa, and Third Party Administrator for

the Plan, and performs the fiduciarytieds of plan administration, including

making initial benefits determinationdDefendants work with Pennsylvania
Preferred Health NetworK*PPHN") as their healthcare network to provide
benefits to benefiaries under the Plan.

According to the Plan Documeand Summary Plan Descriptibrihe Plan
provides four tiers of benefits. As aut-of-network provider within the PPHN
service area, Plaintiff was entitled to benefits payments in Tier 4, which are paid at
50% of the Usual Customary and Reasonélilarge (“UCR”) — the average costs
for medical services in a geographic areantil a beneficiary has met their out-of-
pocket maximum, and at 100% of UCR thereatfter.

In the event of an adverse benefit det@ation, the Plan states that the
administrator must provide written noticetbe denial, which includes: the reasons
for the denial; a reference the plan provisions upon wdh the denial was based;

a description of any adduminal information needed frothe beneficiary to perfect
the claim; notice that the beneficiaryastitled to request a review of the claim
denial and a description of the appealgess; and a statement that the beneficiary

has a right to bring a civil action under E5A following any denial or appeal. The

2 While there are three versions of the summaay glescription relevaro the instant dispute,
one for each year of coverage in 2012, 2013, and Z&eDfcs. 72-1 & 72-2), the terms of the
summary plan descriptions are substantially similar and therefore will be referred to as a single
summary for convenience.




Plan defines an adverse benefit deteation as “[a] daial, reduction, or
termination of benefits; or . . . [a] failute provide or make payment (in whole or
in part) for a benefit.”

From December 7, 2012 un@ictober 31, 2014, Pldiff provided dialysis
services to patient WW, who was a beneafigiof the Plan through his spouse. In
return for medical services, WW assigratof his benefits and rights under the
Plan to Plaintiff pursuant to an Assignment of Benefitss(QB”), which included
the assignment of any legal or admirasive claims arising under any ERISA or
non-ERISA group health plan, and directeg aasurance policy or health plan pay
benefits for WW directly to Plaintiff. See Doc. 72-3.) At all relevant times,
Plaintiff was considered an “out-of-netvkdmprovider under the terms of the Plan,
and there was never any participatipgovider agreement or other contract
between the Plan and Plaintiff. As W8Vassignee, however, Plaintiff was entitled
to payments for services provided to Wdivectly from the Plan, because the Plan
followed the insurance industry customroéking payments directly to assignees
of beneficiaries.$eeDoc. 83-1, 1Y 13, 1pAlthough South Central did not receive
a copy of the AOB between WW and PRI#if until March 24, 2013, it paid
Plaintiff as an assignee because Ritiinndicated on its claims for covered

services that there had beenaamsignment of WW’s benefitdd( at { 14, 16.)




In at least two separate phone callsimliff verified benefits with South
Central, which represented that Ptdfnwas an out-of-network provider and
benefits would be paid, after a $250 deductible, at 50% of UCR until WW’s out
of-pocket maximum for each benefit yeadh®een met, and then at 100% of UCR.
On March 21, 2013, South Central sent sedi Explanations of Benefits (“EOBS”)
to WW, which contained an explanation mferpayments that the Plan had made
to Plaintiff for WW'’s dialysis services, aratlvising him of his right to appeal. On
the same date, South Central sent Plaintiff requests for refunds of th
overpayments, which stated that sotaims were “paid at the incorrect
benefit/network level,” and detailed the amautitat were paid for services and the
amounts that should have been paid. Bdbéntral also sent Provider Payment
Reports to Plaintiff, whie included further detailsbaut the allegedly overpaid
claims. In total, South Central requestedefund in the amount of $59,752.16 for
the six overpaid claims. Plaintiff replied &outh Central via letters dated April 26,
2013, disputing that any ftend was required and requesting: 1) EOBs for each
claim, including how South Central deten®d the overpayment; 2) the reason for
the change in benefits; 3) a copy of WAABenefits under the Plan; and 4) the
network being used to calculate UCR.

South Central replied to Plaintiff viatters dated May 2®013, stating that

there had not been any change inndfgs. Instead, the claims processor




erroneously paid the clainet the full billed amount rather than at 50% of UCR
under the terms of the Plan. Attachedetch of these letters, which responded
separately to each of the six overpaidimls, were copies of the original and
revised EOBs, a spreadsheet summaryildegahe correctly-processed claims, as
well as portions of the Plan document tdafined UCR and advised of the Plan’s
appeal procedures should the claimatisagree with the adverse benefit
determination.

On February 21, 2014, counsel for fBedants notified Plaintiff by letter
that, in addition to the overpayments thedulted from a clericarror on behalf of
an employee of South Central coveringedaof service fronbecember 7, 2012
through January 13, 2013)chtotaling $59,752.16, asend set of overpayments
occurred for dates of service fromndary 16, 2013 througOctober 16, 2013,
totaling $145,920.31, whickvere caused by a mathemcat error on behalf of
another South Central employee. The lettethier stated that if Plaintiff did not
voluntarily refund the total $205,672.47tkn ten days, Defendants would recoup
the overpayments by withholding then-cumtrand future allevable payments and
possibly filing litigation.

Plaintiff responded via counsel inletter dated March 5, 2014, wherein it
disputed the alleged overpayments ddefendants’ right to recoup them, and

requested the methodology used to dakeuthe overpayment, any documents




relied on in making such calculation, andcomplete fee schedule for dialysis
services charged by Defendsinmion-contracted payers. While counsel for Plaintiff
and Defendants continued to exchargters reiterating their positions, and
referring to Plaintiff as WW'’s assigneepuh Central sent a letter dated April 30,
2014 not to Plaintiff's counsel, but ditgc to WW, outlining its intention to
recoup payments from Plaintiff, advisiMyW of his right to appeal the adverse
benefits determination ihin 180 days, and attaciy revised EOBs. Defendants
subsequently began teaoup the alleged overpaymerity withholding payments
for services provided to WW by Plaintiind to date hasecouped a total of
$45,966.08.

B. Procedural History

Plaintiff initiated this action by filing a complaint on November 25, 2014,
wherein it asserted claims under bothl&R and Pennsylvania state law due to
Defendants’ recoupment daé purported overpayment®oc. 1.) Defendants filed
a motion to dismiss the complaint onbifeary 18, 2015 (Doc. 19), and then on
February 24, 2015, filed ¢ir own complaint against Plaintiff containing related
claims in a separate action, (Civ. No13-cv-0400, Compl., Doc. 1) (hereinafter
“counterclaims”), which the court consddited into the instant matter on March
16, 2015 ¢ee Doc. 25). In their counterclaim®efendants asserted equitable

claims under ERISA relating to the allegeverpayments as well as an unjust




enrichment claim under Pennsylvania state ldav, {f 104, 107-110.) On April 6,
2015, Plaintiff filed a motion to disrss Defendants’ countgdaims. (Doc. 30.)

By memorandum and ordelated September 10, 2016e court dismissed
Counts | and IV of Plaintiff's complaintyhich asserted, respectively, claims for
state law conversion and breach of @iduy duty under ERISA, but declined to
dismiss Plaintiff's ERISA claims for befiis and inadequate notice contained in
Counts Il and 1ll, or any dDefendants’ counterclaimsSéeDocs. 46 & 47.)

On October 30, 2015, Plaintiff requedtto expand discovery beyond the
administrative record (Doc. 57), whidDefendants opposed ¢bD. 60). After the
parties filed, with leave of the coutipth a reply (Doc. 64and sur-reply (Doc.
67), the court ordered Defendants to subamat they deemed to be the complete
administrative record (Doc. 70). Onlifaary 8, 2016, Defedants submitted the
administrative record (Doc. 72), and on March 24, 2016, the court deniec
Plaintiff’'s request to expand discovery (Doc. 74).

Following the court's order limiting # facts in this matter to the
administrative record, the parties filed cross-motions for summary judgment bot
in favor of their own claims and amst the opposing party’s claim$seeDocs.

75, 87, 88, 95.) All four motions for sunary judgment have been fully briefed

(Docs. 76, 83, 91, 94, 97, 99, 1A®1) and are ripe for disposition.
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Il. Legal Standard

Federal Rule of Civil Procedure 56 skigh the standard and procedures for
granting summary judgment. Rule 56(apwdes that “[tlhe court shall grant
summary judgment if the movant shows ttiere is no genuine dispute as to any
material fact and the movant is entitled to summary judgment as a matter of law
Fed R. Civ. P. 56(a)see also Celotex Corp. v. Catrett77 U.S. 317, 322-23
(1986). A factual dispute is “material” it might affect the outcome of the suit
under the applicable substantive lafinderson v. Liberty Lobby, Inc477 U.S.
242, 248 (1986). A factual dispute is€fine” only if there is a sufficient
evidentiary basis that would allow a reaable fact-finder to return a verdict for
the nonmoving partyd. at 248. When evaluating a motion for summary judgment,
a court “must view the facts in the lightost favorable to the non-moving party,”
and draw all reasonable infaes in favor of the samélugh v. Butler Cnty.
Family YMCA 418 F.3d 265, 267 (3d Cir. 2005).

The moving party bears theitial burden of demonstrating the absence of a
disputed issue of material fad@ee Celotex477 U.S. at 324‘'Once the moving
party points to evidence demonstrating issue of material fact exists, the non-
moving party has the duty to set forth spedificts showing that a genuine issue of

material fact exists and that a readdadactfinder could re in its favor.” Azur v.




Chase Bank, USA, Nat'l Ass’@01 F.3d 212, 216 (3d Cir. 2010). The nonmoving
party may not simply sit back and restthe allegations in its complaint; instead,
it must “go beyond the pleadis and by [its] own affidats, or by the depositions,
answers to interrogatories, and admissiomgile, designate specific facts showing
that there is a genuine issue for tridlélotex 477 U.S. at 324 (internal quotations
omitted); see also Saldana v. Kmart Corg60 F.3d 228, 232 (3d Cir. 2001).
Summary judgment should be granted vehar party “fails tomake a showing
sufficient to establish the ex&nce of an element esseht@that party’s case, and
on which that party will bear the burden at triaCélotex 477 U.S. at 322-23.
“Such affirmative evidence — regardlesswdfether it is direct or circumstantial —
must amount to more than a scintilla, bty amount to less (in the evaluation of
the court) than a preponderanc8aldana 260 F.3d at 232 (quoting/illiams v.
Borough of W. Cheste891 F.2d 458, 460-61 (3d Cir. 1989)).
[ll.  Discussion

While the current procedural posturppears somewhabnvoluted due to
the presence of both Plaintiff's claimsdaDefendants’ countel@ms, essentially
each side in this dispute has moveddbart to award it summary judgment as to
all claims and counterclaims. Becawssch party has both moved for summary
judgment on its own claims and the oppoguagty’s claims, amward of summary

judgment to one party regarding a claien necessarily a denial of summary
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judgment as to the opposing party’s competing motion. Thus, the court will reviey
each claim and counterclaim tarn to determine whetheither party is entitled to
summary judgment. In reviewing the claintiie court notes as a threshold matter
that it has previously determined that ®lan grants the plan administrator, South
Central, discretion to interpret the Plaand thus the arbitrary and capricious
standard applies to South Censalecisions regarding the Pldn.S. Renal Care,
Inc. v. Wellspan HealthCiv. No. 14-cv-2257, 216 WL 1162268, *3 (M.D. Pa.
Mar. 24, 2016). Under the arbitrary carcapricious standard, the “court may
overturn a decision of the Plan administrator only if it is without reason,
unsupported by the evidence or erroneous as a matter ofCaitillion v. United

Ref. Co, 781 F.3d 47, 55 (3d Cir. 2015) (quotintitchell v. Eastman Kodak Co.
113 F.3d 433, 43@d Cir. 1997)) (citations andternal quotation marks omitted).
Rather than the court making its own detation as to the correct interpretation
of a plan, the court must uphold a pladministrator’s decision “so long as the
administrator’s interpretation is rationally related to Bdvplan purpose and is not
contrary to the plain language of the planld.Y (citing Dewitt v. Penn-Del
Directory Corp, 106 F.3d 514, 520 (3d Cir. 1997)).

A. Plaintiff's Claim for Benefit s Under 8 502(a) of ERISA

Plaintiff's first remaining claim is for benefits pursuant to 8§ 502(a) of

ERISA. Defendants argue that they ar@tled to summary judgment on this claim
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because Plaintiff failed to exhaust itsnadistrative remedies before filing suit,
while Plaintiff argues that the exhaustioequirement should be waived due to
futility.

Generally, a plaintiff may only bring awil action to recovebenefits under
an ERISA plan after the plaintiff hasxfeausted the remedies available under the
plan.” Bennett v. Prudential Ins. Gdl92 F. App’x 153, 15%3d Cir. 2006) (citing
Weldon v. Kraft896 F.2d 793, 800 (3@ir. 1990)). “Theexhaustion requirement
is waived, however, where resort t@ thlan remedies would be futileld. (citing
Berger v. Edgewater Steel C811 F.2d 911, 916 (3d Cit990)). Because futility
IS an exception to the exhaustion requirement, “[the] party invoking this exceptiol
must provide a clear and positive showing of futility before the District Court.”
D’Amico v. CBS Corp297 F.3d 287, 290 (3d Cir. 2002). As the Third Circuit has
explained:

“Whether to excuse exhaimn on futility grounds rests
upon weighing several factors, including: (1) whether
plaintiff diligently pursued administrative relief; (2)
whether plaintiff acted reasonably in seeking immediate
judicial review under the circumstances; (3) existence of
a fixed policy denying benefits; (4) failure of the
[defendant] to comply with its own internal
administrative procedures; and (5) testimony of plan
administrators that any administrative appeal was futile.
Of course, all factormay not weigh equally.”

Cottillion, 781 F.3d at 54 (quotingarrow v. Prudential Ins. Co. of ApR79 F.3d

244, 250 (3d Cir. 2002)).

12




Here, Plaintiff received notice of theitial adverse ben&f determination,
l.e., Defendants’ assertion that it had ovedoan previous claims for patient WW
and demand for reimbursement, by letteMarch 2013. That letter from South
Central, as well as several others relgtio additional payments for services
provided to patient WW, provided that the overpayments occurred because tf
claims were “paid at thencorrect benefit/network level” and demanded that
Plaintiff refund the alleged overpaymentsthin thirty days. Plaintiff initially
responded to the adverse benefits detemtion by letter dated April 26, 2013,
wherein it refused to refund the ported overpayments and requesiatkr alia,
the underlying documentatiorelied upon by Defendants arriving at their
decision. Defendants responded by elettdated May 20, 2013, attaching the
relevant portions of the plan documemtdvising Plaintiff of appeal rights and
procedures and how UCR is calcuthteas well as EOBs detailing the

overpayment&.On February 21, 2014, Defendantstse letter to Plaintiff wherein

® Plaintiff claims that it nevereceived these letters. Howevender the “mabox rule,” “if a
letter ‘properly directed is prodeto have been either put intwe post-office odelivered to the
postman, it is presumed . . . that it reached itgra@gin at the regular time, and was received by
the person to whom it was addressetdupyan v. Corinthian Colls. Inc761 F.3d 314, 319 (3d
Cir. 2014) (quotingRosenthal v. Walkerl11l U.S. 185, 193 (1884)). Where there is no actual
proof of delivery, receipt can be proven thgh circumstantial evidence such as a sworn
statement by an affiant with personal knowledge of the maiBeg. id (citing United States v.
Hannigan 27 F.3d 890, 893 (3d Cir. 1994ge also Kyhn v. Shinsegkil6 F.3d 572, 574 (Fed.
Cir. 2013). Here, the presumption of mailing baen established by the sworn testimony of the
claims administrator for South Central, RebeccegBpthat she personally mailed the six letters
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they again demanded a refund of therpayments and included a second adverse
benefits determination relating to ashdgtional set of purported overpayments. The
letter also included summary pldaescriptions for 2012 and 2013.

Turning to the factors to determinvehether exhaustion of administrative
remedies was futile, it is clear that Pl#indid not diligently pursue administrative
relief. While Plaintiff's munsel corresponded with Deftants’ counsel regarding
the adverse benefits determinations several letters, Plaiff never appealed
pursuant to the appeal procedure laid iouthe summary plan description. The
court cannot construe Plaintiff's coasl’s letters refusing to refund the
overpayments as appeals where counsdl tha relevant portions of the Plan
document that provided the appropriate egdpprocedure. Thus, the first factor
weighs against a finding of fultility.

The second factor to be consideredvizether Plaintiff acted reasonably in
seeking judicial review. The partiesrag that Defendants had begun recouping
overpayments by withholding subsequenymants that were otherwise due for

services provided by Plaintiff. The couinds that Plaintiff was reasonable in

on May 20, 2013. (Doc. 72-18.) The Hban of production thus shift® Plaintiff to produce
evidence to “burst thbubble” of the presumptiolkee McCann v. Newman Irrevocable, 758
F.3d 281, 287 (3d Cir. 2008ee alsd-ed. R. Evid. 301. Although theridence needed to burst
the evidentiary presumption in diviases is minimal, Plaintiff [sanot met that burden here. The
only evidence offered to rebut the presumptioa svorn statement by amployee of Plaintiff
who was not employed during the time the letteese mailed and who therefore has no personal
knowledge of the mailing or of Plaintiff's proderes at the time. Accordingly, for purposes of
deciding the motions for summary judgmente ttourt finds that South Central mailed, and
Plaintiff received, the May 20, 2013 letters.
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filing suit to stop Defendantsom refusing to submit payments to which Plaintiff
had a right.

The next factor is whether Defemda had a fixed policy of denying
benefits. Plaintiff has provided no eeimce of any such policy, and Defendants
deny that one existed. Accordingly, the third factor also weighs against futility.

The fourth factor to be consideredDefendants’ failure to follow their own
internal administrative procedures. Ptdfrargues that Defendants failed to follow
their own procedures by not sending Ri#i, as WW’s assignee, notices of
adverse benefits determinations, apg@atedures, and documents supporting the
reason for the benefits decisions, sucle@®8s or calculations of UCR. The terms
of the Plan itself state thaihaustion of administrativemedies is not required if
the Plan fails to follow its own procedureSegeDoc. 72-1, p. 126 of 193.) While
Defendants initially sent the notices of tdverse benefits detainations and the
right to appeal to WW as required by ERISA, it subsequently provided the sam
information to Plaintiff in letterddated May 20, 2013 anBebruary 21, 2014.
Although Defendants arguably did notdheere perfectly to their internal
administrative procedures in mailing the ahecbenefits decisions first directly to
WW when they had knowledge of the assigmtnof WW'’s benefits to Plaintiff, by
providing the portions of the Plan document and appeal procedure to Plaintiff upg

request, Defendants subdiatty complied with their own procedures and gave
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Plaintiff the opportunity to appeal thehgerse benefits determinations. Thus, the
court finds that this factor weighs against futility.

The fifth and final factor is whether @an administrator testified that any
administrative appeal would have beetiléu No such testimony exists here, and
thus this factor also weighs against futility.

Looking at the factors together, the columtds that an appeal of the adverse
benefits determinations would not haween futile. Defendants supplied Plaintiff
with the relevant portions of the Planadionents, including the appeal procedure,
how non-participating provias were paid, and how UCR was calculated. Plaintiff
never filed an appeal, despite being addi of how to do so, Defendants did not
maintain a policy of dengig appeals, and Plaintiff produced no testimony from
any of Defendants’ employees that anegdpvould have been futile. Accordingly,
the court finds that Plaintiff failed toxkaust its administrative remedies before
filing its complaint, and Dendants will be awarded summary judgment as to
Plaintiff's claim for benefits under § 502(a) of ERISA.

B. Plaintiff’'s Claim for Violation of 8 502(c)(1) of ERISA

Plaintiff's lone remaining claim againBefendants is fofailure to produce
required documents pursuant to 8 502(cifLERISA. Under § 502(c)(1), a plan
administrator:

who fails or refuses to corypwith a request for any
information which such admisirator is required by this

16




subchapter to furnish to a niaipant or beneficiary . . .

within 30 days after suclhequest may in the court’s

discretion be personally liable to such participant or

beneficiary in the amount of up to $100 a day from the

date of such failure or refal, and the court may in its

discretion order such otherief as it deems proper.
29 U.S.C. § 1132(c)(1). The information tleaplan administrator must furnish to
a plan participant or beneficiary upon redquasludes “a copy of the latest updated
summary plan description, and the latashual report, any meinal report, the
bargaining agreement, trust agreemeatytract, or other instruments under which
the plan is established or operated.” 2%.C. § 1024(b)(4). With regard to an
appeal of an adverse benefits determamta plan administrator must also provide
upon request “all documents, records, asttier information relevant to the
claimant's claim for benefits29 C.F.R. § 2560.503-1(h)(2)(iii).

Plaintiff argues that it requested, and never received, fee schedules and otk
documents necessary to calculate UfoRthe PPHN-covered area. While such
information likely would have been relewapursuant to an appeal, as discussed
above, Plaintiff never appealed the adedrsnefits determinations. Thus, the only
document that Plaintiff requested whibDlefendants were reqeid to furnish under

ERISA was the summary plan descmpti which Defendants did provide to

Plaintiff.* Defendants also provided originaldarevised EOBs, as well as provider

* Defendants also contend thaeyhwere not required by ERISA s&&nd any notices of adverse
benefits determinations to Plaintiff becausaififf was not a participant or beneficiary under
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payment reports. Based on the documerds Brefendants provided in response to
Plaintiff's requests, and the fact thaetrequests were not made during an appeal,
the court finds that Defendants did nablate 8502(c)(1) of ERISA, and will
award summary judgment to Defendants as to this claim.

C. Defendants’ Claim for Equitable Relief Under § 502(a)(3) of
ERISA

Defendants’ first counterclaim arisirgut of the overpayments to Plaintiff
comes pursuant to 8§ 502(a)(3)ERISA for “other equitald relief” in the form of
an equitable lien by agreement. An equitable lien by agreement arises where 0
party retains specific property belonging to another, and allows the aggrieve

party, pursuant to a contract or agreemnbetween the parties, to follow that

the Plan. Plaintiff was, however, the assignee gfarticipant and beneficiary under the Plan,
which Defendants do not disputedeed, Defendants themselves argued that as WW'’s assignee
Plaintiff must stand in thehses of WW and cannot seek eélto which WW would not be
entitled as a beneficiary under the Plan. Simgigted, Defendants cannot have it both ways.
They may not contend that Plafhsstands in WW’s shoes in order to limit Plaintiff's potential
remedies, but then argue that Plding not entitled to notices addverse benefits determinations
as WW's assignee. The Third Circuit has h#idt a medical provider has standing as an
assignee to enforce the assignor’s rigiisa beneficiary under an ERISA pl&ee CardioNet,
Inc. v. CIGNA Health Corp.751 F.3d 165, 176 n.10 (3d Cir. 2014). In order to enforce its
“standing to assert whateveights the assignor[] possessedd. at 178 (citation omitted)
(emphasis removed), an assignee medical proveteeiving payments pursuant to an ERISA
plan would therefore need to receive the natican adverse benefits determination, requiring it
to refund those payments, including right to appeal the decisioBee Hahnemann Univ. Hosp.
v. All Shore, InG.514 F.3d 300, 307 n.5 (3d Cir. 2008) (stgtthat once a befieary to an
ERISA plan assigns their interest to a medmalvider, the medical provider becomes the only
claimant under the plandge also Prinicipal Mut. Life Ins. Co. v. Charter Barclay Hosp.,, IBLt.
F.3d 53, 56 (7th Cir. 1996) (“[M]edical providers . . . who take assignments of their patients
rights to reimbursement from insurers (or otppayment sources) cannptotect those rights
unless the insurer notifies them when the patiesiésms are denied.”). Thus, while the court
need not decide this issue, because the Byy2013 letters to Plaintiff included the required
notice and right to appeal, the court rejects De#ats’ assertion that it had no obligation under
ERISA to provide this infornteon directly to Plaintiff.
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property into the other’'s handSee Sereboff v. MidlAMed. Servs., Inc547 U.S.
356, 363-65 (2006) (citinddarnes v. Alexander232 U.S. 117, 121 (1914)). In
order to create “an equitable lien by agreein [a] contract must: 1) identify a
particular fund distinct from the defend& general assets; and 2) identify a
particular share of the fund to which it is entitleBd. of Trs. of Nat'| Elevator
Indus. Health Benefit Plan v. McLaughl@iv. No. 12-cv-4322, 2014 WL 284431,
*2 (D.N.J. Jan. 24, 2014) (citinBereboff 547 U.S. at 368-69). Defendants assert

that the terms of the Plan created anidple lien by agreement, mandating that

Plaintiff return to Defendants any overpayment of benefits pursuant to the Plan.

The terms of the Planage, in relevant part:

If, due to a clerical error [bthe Plan Administrator or an

agent of the Plan Administia], an overpayment occurs

in a Plan reimbursement amount, the Plan retains a

contractual right to the oweayment. The person or

institution receiving the ovegyment will be required to

return the incorrect amount of money.
(Doc. 72-1, p. 165 of 193.) Defendarmdsgue that this language created an
equitable right to the overpayment itselther than just a legal claim for monetary
damages. §eeDoc. 94, pp. 13-18 of 33.) Plaifitargues that the claim is not
equitable because the actual funds regresg the overpayment are not traceable

and not attached to an identifiable furait, rather, to Plailiff's general assets.

(SeeDoc. 100, pp. 4-8 of 13.)
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The United States Sugie Court held irsereboffthat there is no “tracing
requirement” for an equitde lien by agreemengereboff547 U.S. at 365. Rather,
an equitable lien by agreement attacheth&specified property changing hands,
and that property may be converted itiher property without invalidating the
lien. Id. at 364-65. The Court’s decision $ereboffdistinguished its prior holding
in Great-West Life & Annuity Insurance Co. v. Knudsa®4 U.S. 204 (2002), that
the relief sought was not equitable wiéen insurer attempted to impose a lien
over funds which were not in the ined’s possession and effectively sought
recovery from the insured’s general assketsat 213-14. Recently, iMontanile v.
Bd. of Trs. of Nat'l Elevator Indus. Health Benefit Plan U.S. |, 136 S. Ct.
651, 659 (2016), the Supreme Court heddt an equitable lien by agreement is
eliminated where the fund @account into which an oygayment of benefits is
made has been completely dissipatad nontraceable items. The Court also
clarified its holding inSereboff stating that a plaintiff seeking relief through an
equitable lien by agreement “must still idéna specific fund in the defendant’s
possession to enforce the lien,” rather tretaching the lien to a defendant’s
general asset#d. at 660.

Here, Plaintiff argues that the holding Montanile defeats Defendants’
claim for an equitable lien by agreeméetcause the overpayments were deposited

into its general operating account and d¢fere no specific fund is identifiable for
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purposes of a lien. The court disagrees. Relyin§emreboffthe Third Circuit has
held, under similar facts as presentedehehat the relevant language of the
agreement between the parties, which stated the plaintiff would be responsible f
“reimburse[ment of] the full amount oAny overpayment,” was sufficient to
create an equitable lien by agreement argkred the plaintiff to reimburse the
overpayment to the defendantunk v. Cigna 648 F.3d 182, 194-95 (3d Cir.
2011) (alterations in originalgbrogated on other groundsy Montanile v. Bd. of
Trs. of Nat'l Elevator Indus. Health Benefit Plan_ U.S. , 136 S. Ct. 651
(2016). Significantly, the language analyzed byFRhek court is nearly identical

to the language contained here in Blan. Defendants have identified a specific
fund — overpayments deposited into Pliffi's operating account — and established
the particular share of that fund to sl they are entitled — the amount of the
overpayments. Plaintiff's use of the term “general’ to describe its operating
account does not transform that accoutd ligeneral assets.” Plaintiff’'s operating
account is an identifiable fund to whi€refendants can attach an equitable lien by
agreement, and Plaintiff has not assettet the funds in the account have been
completely dissipated on nontraceable items. Accordingly, the court finds that th
language of the Plan created an edp@dien by agreement. Additionally, the
court finds that South Central’s deasito recoup the overpayments from future

payments due was not arbitrary and t@apus because the terms of the Plan
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created a contractual right to the ovempaynts and required Plaintiff to return
them. South Central’'s decision to begin recouping the overpayments, after Plaintiff
refused to voluntarily return the funds feeveral months, wasot contrary to the
terms or purposes of the Plan and wasdfore within South Central’s discretion
as Plan administrator. Thus, the dodinds that Defendants are entitled to
summary judgment as to their eqbi&claim under § 502(a)(3) of ERISA.

D. Defendants’ Claim for Unjust Enrichment

Defendants assert, in the alternative to their claim under 8§ 502(a)(3) of
ERISA, a common law claim afnjust enrichment pursuatd Pennsylvania law.
Because the court has found above thdebdants are entitled to judgment as to
their claim for an equitable lien by agreermpuarsuant to the terms of the Plan and
§ 502(a)(3) of ERISA, their claim for unjusnrichment can no longer stand, and
must be dismissedsee US Airways, Inc. v. McCutche83 S. Ct. 1537, 1551
(2013) (“[Ijn an actionbrought under 8§ 502(a)(3) $&d on an equitable lien by
agreement, the terms of the ERISA plan govern. Neither general principles of
unjust enrichment nor specific doctrines eeflng those principles . . . can override
the applicable contract.”) Accordingl Plaintiff will be awarded summary

judgment as to Defendants’just enrichment claim.
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IV. Conclusion

In conclusion, the court finds thaPlaintiff failed to exhaust its
administrative remedies regarding its oldior benefits under ERISA contained in
Count | of the complaingand Defendants will be awamlsummary judgment as to
that claim. Defendants will likewisdbe awarded summary judgment as to
Plaintiff’'s claim in Count Il for inadgquate notice under ERISA because the court
finds that the May 20, 2013 letters seatPlaintiff constitted adequate notice
under ERISA. As to Defendants’ counteroiai, the court finds that Defendants are
entitled to equitable relief pursuant ERISA § 502(a)(3) in the form of an
equitable lien by agreement and Defamdawill be awarded summary judgment
on Count |. Because the court will award judgment to Defendants as to the
ERISA claim, their alternative requesor relief under a theory of unjust
enrichment may not be maintained, aRlintiff will be awarded judgment on
Count Il of Defendants’ counterclaims.

An appropriate order will issue.

s/SylviaH. Rambo
SYLVIA H. RAMBO
UnitedStateDistrict Judge

Dated: March 21, 2017
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