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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF UTAHCENTRAL DIVISION

TRISTAR RISK MANAGEMENT, a MEMORANDUM DECISION

California corporation, and TRISTAR AND ORDER GRANTING

MANAGED CARE, INC., a California [11] DEFENDANT’S MOTION

corporation, FOR SUMMARY JUDGMENT
Plaintiffs,

V.

Case No. 2:16v-00476DN
AMERICAN LIBERTY INSURANCE CO.,
INC., a Utah corporation, District Judge David Nuffer

Defendant.

Plaintiffs Tristar Risk Management (“Risk Management”) and Tristar Managed Care, Inc.
(“ManagedCare”) (collectively “Tristar”) managed claims on behalf of Defendant Asaari
Liberty Insurance Company, Inc. (“American Liberty”). Some of these claims wereefoices
rendered by IHC Health Services, Inc. (“IHC”).

Managed Care also has a separate, previous contract with IHC for claimsmanag
An arbitrator ordered Managed Care to pay IHC damages for underpaymersebt@iclaims
were paid by Managed Care on the rates applicable to the agreement between Rganiah
and American Liberty rather than on the rates in the contract between Manageth@#fC.
Tristar wants to be reimbursed by American Liberty for the arbitratiomdawa

Tristar's complant (“Complaint”) alleges American Liberty: (Dreached a contract; (2)
breached the implied covenant of good faith and fair dealing; (3) waslygnsthed; and (4)

should, in equityindemnify Tristar! American Liberty moves for summary judgment on

L Complaint at 11 247, docket no. 2filed June 3, 2016.
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Tristar’s claims (“Motion”)? Tristar opposes the Motion (“Oppositior”American Liberty

filed a reply in support of the Motion (“Reply®).

There is no genuine dispute as to any materialsiggporting Tristar’s claim&merican

Liberty is entitled tasummary judgment. Therefore, American Liberty’s Motion for Summary

Judgmenttis GRANTED.
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BACKGROUND

This case concerns two separate contracts: (1) the Intermountain FaciuiteSer

Agreement By and Between IHC Health Services, Inc. and Tristar Managed'[EH2

2 Defendant’s Motion for Summary Judgment (“Motiordhcket no. 11filed Aug. 15, 2016.
3 Plaintiffs’ Memorandum in Opposition to Defendant’s Motion for Summadghent (“Opposition”)docket no.

20, filed Oct. 14, 2016.

4 Defendant’s Reply Memorandum in Support of Its Motion for Summary Judgnfeplf’), docket no. 23filed
Nov. 4, 2016.

5> Motion docket no. 11filed Aug. 15, 2016.
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Agreement”)® and (2)the Claims Service Agreement between Risk ManageraendtAmerican
Liberty2

IHC and Managed Care signtiee IHC Agreementin June 2018.The IHC Agreement
allowed Managed Care to give insurance compgaied patients insured by those companies)
access to IHC services if Managed Care contractually obligated the inscoamganies to pay
certain rates listed in the IHC Agreement (“PPO” raté#)anaged Care never contracted with
American Liberty to provide American Liberty insureds access to thddki(ties or to pay the
rates in the IHC Agreement.

TheClaims Service Agreemenbetween Risk Management and American Liberty
became effective in May 2011, and obligated Risk Management to perform claidisipa
services on American Liberty’s behalf in exchange for compensdtRisk Management was to
use American Liberty fadsto pay for claims? Managed Care was not a party to this agreement
but was designated in the agreement to perform functions.

While the Claims Service Agreement was in effect, American Liberty insueeds/ed
treatment at IHC facilitie$®> As outlinedin the Claims Service Agreement, Risk Management

forwarded the insureds’ claims from IHC above $2500 (later $1500) to FairPay Solutions

8 Intermountain Facility Services Agreement By and Between IHC Healtlic8srinc. and Tristar Managed Care
(“IHC Agreement”),Ex. B to Motion, docket no 12, filed Aug. 15, 2016.

" Claims Service AgreemeiWorkers Compensation (“Claims Service Agreement”), Ex. A to Motooket no.
11-1, filed Aug. 15, 2016. The Glas Service Agreement mentions Tristar Managed Care, but it is not aqdrey
agreementSee infrdJndisputed Fact 7.

8 Claims Service Agreement at 1.

91HC Agreement at 1.

01d. at5, 111.B.1, 7T I.LF, 8, TIL.H, & 11, 17 LA, 1l1.B.

I ClaimsService Agreement at 1, 1 1.1, 3, 13.1, & 10, 1 10.1.
21d. at 6, 15.1.

13 Declaration of Thomas J. Veale (“Veale Declaration”) 1 4, Ex. A to Oppositamket no. 241, filed Oct. 14,
2016.
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(“FairPay”) and the rest of the claims to Managed Gaadter FairPay adjusted the claims over
$2500 (later $1500), it would tell Managed Care the amount it should pay to IHC in accordance
with FairPay’s schedule, not according to the rates in the IHC Agreéfidanaged Care

would then tut a checkto IHC.*® For the other claims, below $2500 (later $1500), Managed
Care no only made the check to IHC but also adjusted the ctaim.

Because IHC believed it was being underpaid for American Liberty claehsvire
adjusted by FairPay, IHC filed an arbitration action against Managed@dmeach of the IHC
Agreement® The arlitrator agreed with IHC and entered an award in IHC’s fa¥@he award
requires Managed Care to pay IHC the difference between the claims as adjusaatPay
(established under the Claims Service Agreenamdjhe claims as billed by IHC, applying the
PPO reduction allowed in the IHC Agreement between Managed Care arfd BdCause the
IHC Agreement PPO rates are higher than the payments authorized by F&iPasas
awarded the differencé.Now, Tristar is seeking to recover the arbitration awanch ffanerican
Liberty.

SUMMARY JUDGMENT STANDARD
American Liberty is entitled to summary judgment if it “shows that there is no genuine

dispute as to any material fact” arid &ntitled to judgment as a matter of 128% A dispute

¥ d.

5d.

161d.

7d.

8 Demand for Arbitration, Ex. E to Motiodpcket no. 135, filed Aug. 15, 2016.
19Veale Declaration 4.

201d.

2ld. 7 5.

22Fed. R. Civ. P. 56(a)
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about a material fact enuine “if the evidence is such that a reasonable jury could return a
verdict for [Tristar].”?® American Liberty satisfies its “initial burden of demonstrating an absence
of a genuine issue of material fact” when it “indicat[es] to the court a lack adresedor
[Tristar] on an essential element of [Tristar’s] claiffi*Once [American Liberty] has done so,
‘the burden shifts to [Tristar] to go beyond the pleadings and set forth specHisi@eting that
there is a genuine issue for triaf>1In determing whether there is a genuine dispute as to
material fact, the court shouldiew the factual record and draw all reasonable inferences
therefrom most favorably to [Tristarf®
UNDISPUTED MATERIAL FACTS?/

1. On June 1, 2010, IHC and Managed Gartered intdhe IHC Agreement®

2. The IHC Agreement contained a payment schetfule.

3. American Liberty is not a party to the IHC Agreemé&ht.

4, In May 2011, American Liberty and Risk Management entered into the Claims

Service Agreemerjtiealing with workers compensation claji!

23 Anderson v. Liberty Lobby, Inet77 U.S. 242, 248 (1986)

241-800Contacts, Inc. v. Lens.com, In¢22 F.3d 1229, 1242 (10th Cir. 201guotingSally Beauty Co. v.
Beautyco, InG.304 F.3d 964, 971 (10th Cir. 2002)

251d. (quotingSally Beauty C¢.304 F.3d at 971
26 Adler v. WalMart Stores, Ing.144 F.3d 664, 670 (10th Cir. 1998)

27 These facts are drawn from the Motion, Opposition, and Reply. Onlfaoheasserted by Tristar, is not included
in this section because it is an impermissible conclusion: “As a result@drjéanLiberty] requiring Risk
Management to follow FairPay’s instructions and facilitate the of mgaleéduced payments to IHC, any payments
Risk Management is required to make under the arbitration award necddsarily be payments on [American
Liberty] claims out of Risk Management funtl Opposition at 4, 1 9.

28 Motion at v, 1 1 (citing IHC Agreement). Undisputed by Tristar. OppositiGn a

22 Motion at v, 1 2 (citing Intermountain Facilities and Payment Schedule hAtaim IHC Agreementlocket no.
11-2, filed Aug. 15, 2016). Undisputed by Tristar. Opposition at 3.

30 Motion at vi, 1 9 (citing IHC Agreement). Undisputed by Tristar. Oppositiéh a

31 Motion at v, 3 (citing Claims Service Agreement). Undisputed by TriStgposition at 3Tristar asserts this
same fact, which is undisputed by American Liberty. Opposition at.3, § 1
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5. Prior to entering into the Claims Service Agresm) American Liberty received
from Risk Management a proposal concerning workers’ compensation claimsservice

(“Proposal).3?

6. The Proposal contains five pages that discuss services to be provided by Managed
Care®

7. Managed Care is not a party to the Claims Service Agreethent.

8. The Claims Service Agreement does not refer to the IHC Agreethent.

9. The Claims Service Agreement does not contlaé payment schedule found in

Attachment A of the IHC Agreemed.
10. The Claims Service Agreement mentions Managed Care only Bxiciit A to
the Agreement states: “Pricing assumes TRISTAR Managed Care will direct aledatse as
mutually agreed upon and as outlined in the Client Service Instrucfibns.”
11. The ClientService Instructions list the services being predid American
Liberty as “Workers’ Compensation Third Party Claims Administration and TRISTAR Managed

Care Services®®

32 Opposition at 3, 1 2 (citing Proposal for Workers’ Compensation Claim 8er{fieroposal”) 1 &x. 1 to Ex. A
of Oppositiondocket no. 24, filed Oct. 14, 2016). Undisputed by American Liberty. Responses tortetatef
Undisputed Additional Facts (“Responses”) at 1, 1 2, Ex. B to Reépbket no. 22, filed Nov. 4, 2016.

33 Opposition at 3, 1 3 (citing Proposal at-12). Undisputed by American Liberty. Responses at 1, { 3.

34 Motion at vi, { 10 (citing Claims Service Agreemehthdisputed by Tristar. Opposition at 3.

35 Motion at v, 1 4 (citing Claims Service Agreemehthdisputed by Tristar. Opposition at 3.

36 Motion at v, 1 5 (citing Claims Service Agreement). Undisputed by TriStgposition at 3.

37 Motion at vi, 11 (citing Claims Service Agreement at 16). Undisputedibtail.rOpposition at 3.

38 Opposition at 3, 1 4 (citing Client Service Instructions, Ex. C to Motlooket no. 133, filed Aug. 15, 2016).
Undisputed by American Liberty. Responsegd, 1 4
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12.  Under the Claims Service AgreementirPay—not Risk Management—would
adjustmedicalbills above a threshold amouitt.

13. Atall times when the Claims Service Agreement was in effect, Risk Management
received American Liberty claisnfrom IHC. Risk Management would forward any claims
greater than $2500 (later greater than $1500) to FairP&afaling. Remaining claims were
forwarded to Managed Care for review. For claims sent to Managed Care for, lhdraged
Care would cut checks on behalf of American LibertiH€ that applied the PPO discount
negotiated by Managed Care with a notationtencheck that the Managed Care PPO rate was
being applied. For claims sent to FairPay for handling, FairPay would reviehaiims and then
instruct Managed Care the amount to pay on the claim. Managed Care woulduihercHeck
on behalf of Americarhiberty to IHC in the amount instructed by FairPay and with a notation
that the FairPay PPO rate was being appied.

14.  American Liberty wald not have received a PPO rate reduction from IHC on
claims handled by Risk Management and Managed Care but fagrdengent Managed Care
had with IHC*

15. The Claims Service Agreement provides that “at no time will [Risk Management]
be obligated to make any payments of Claims and Allocated Loss Adjustment Expenst

[Risk Management] funds*?

39 Motion at v, 1 7 (citing Claims Service Agreement at 17; Client Service ttistng; Complaint 17-8).
Undisputed by Tristar. Opposition at 3.

40 Opposition at 4, 1 5 (citing Veale Declaration fuUndisputed by American Liberty. Responses-at { 5.
41 Opposition at 5, 1 10 (citing Veale Declaration TU)disputed by American Liberty. Responses at 3, 1 10.

42 Opposition at 4, 1 6 (citing Claims Service Agreement Y &ajlisputed by American LibertResponses at 2,
16.



16. The Claims Service Agregent does not oblaje American Liberty to pay any
particular rate for IHC servicés.

17.  Tristarnever allegethat American Liberty entered into a contract with Managed
Care that requires American Liberty to pay any particular rate for IHGcesf*

18.  An arbirator has entered an award against Managed Care requiring Managed
Care to pay the difference between American Liberty’s claims as adjuskairByay and
American Liberty’sclaims as billed by IHC, applying the PPO reduction allowed in the
agreement between Managed Care and 1HC.

19. Managed Care does not allege that it has made any payments & IHC.

20. Managed Care is now seeking to recover from Risk Management the amount
awarded by the arbitratdf.

ANALYSIS

American Libertyseeks summary judgment on all of Taiss claims* The claimsare
(1) breach of contract; (2) breach of the implied covenant of good faith and fair dealing;
(3) unjust enrichment; and (4) equitable indemnificafibBach claim will be discussed below.

As the following explains in detail, Aemican Liberty’sMotion is GRANTED on all claims.

43 Motion at v, 1 6 (citing Claims Service Agreement). Undisputed by Tridggposition at 3.
44 Motion at v, { 8. Undisputed by Tristar. Opposition at 3.
45 Opposition at 4, 1 7 (citing Veale Declaration Undisputed by Americahiberty. Responses at 2, 7.

46 Motion at vii, T 12 (citing Complaint). Although Tristar says that this fact jsutiésl by its seventh additional
fact, this is not the case. Tristar's seventh additional fact explains thabitnation award has been ergd against
Managed Care. Opposition at 4, § 7 (citing Veale Declaration). On the otlikitiiarfact speaks to whether
Managed Care has made payments on the arbitration award entered againstidai\berty does not dispute
Tristar's seventh adddnal fact. Responses at 2, 1 7.

47 Opposition at 4, 1 8 (citing Veale Declaration fuidisputed by American Liberty. Responses-8t § 8.
48 Motion at i.
4 Complaint at 11 247.



1. American Liberty Did Not Breach The ClaimsService Agreement
With Risk Management

Tristarasserts that the Claims Service Agreement is a “binding and enforceable
agreement” between American Liberty and Risk Management and that Managed Cairel is a th
party beneficiary of that agreeméffTristar then alleges American Liberty materially breache
the ClaimsService Agreement b3t 1) “[r] efusing to respond to [Risk Management] and
[Managed Care’s] requests thAimerican Liberty pay amounts owed to IHC under the IHC
Agreement:>? 2)” allowing [Risk Managemeihto be placed in a situation wheiRik
Managemeijtis required to pay clairrelated costs out of its own fundsand 3) failing to
indemnify and hold harmlesR{sk Managemehtand Managed Caiefor [American Liberty's
negligence and willful misconduét: Neither party disputes that ti@aims Service Agreement
is abinding agreemeriietween American Liberty and Risk Managentéther dispute
focuses on whether American Liberty breachsabligations undeClaims Service Agreement.

In Utah, ‘{a] breach of express contract claim arises out of the express terms of the
contract, and the breach [must be] proven in relation to those tétfWgtien interpreting a

contract, a court first looks to the contract’s four corners to determine tiespatentions,

50 Complaint at { 24.

51 The Complaint refers to Risk Management as “TRM,” Managed Care as “TMC,” aadoam Liberty as
“ALIC.” For consistency and uniformity, quotations to the Commuléiroughout this decision have been altered to
reflect the party names indicated at decision’s outset.

521d.

53d.

54 Complaint at 1 24.

55 Undisputed Fact 1 1.

56 Global. Fitness Holdings, LLC v. Fed. Recovery Acceptance, 12@. F. Supp. 3d 1176, 1183.(Utah 2015)
(quotingChristiansen v. Farmers Ins. Ex¢h16 P.3d 259, 261 (Utah 2005)
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which are controlling.®” “If the language within the four corners of the contract is unambiguous
.. . a court determines the parties’ intentions from the plain meaning of the caltlactjuage

as a matter of law®® In the following discussion, Managed Care’s purported status as a third
party beneficiary bthe Claims Service Agreement will be addressed first, followed by the
individual allegations that American Libergcted in a way thdireached the Claims Service
Agreement.

A. Managed Care isnot a third party b eneficiary of the Claims Service Agreemenrand
cannot assert a claim of breach of contract

Because th€omplaint contains both contractual and quasitractual causes of action,
Managed Care’s status as a third party beneficiary of the Claims Service Agreamsebe
resolvedto determine if Managed Care may appropriately make claims against American
Liberty. American Libertys Motion argues thaManaged Care is not a third party beneficiary of
the Claims Service Agreement and has no right assert a breach of contraét? Tragtar offers
no responsé’

Under Utah law![tlhe benefits conferred by contracts are presumed to flow exclusively
to the parties who sign the contracts:JA] third party has standing to sue if it is @ntended

and not merely aimcidental beneficiary.®? “[T]hird party beneficiary status is determined by

57 Fairbourn Comm., Inc. v. Am. Hous. Partners, Ji82l P.3d 292, 295 (Utah 200@juotingBakowski v. Mountain
States Steel, Inc52 P.3d 1179, 1184 (Utah 2002)

581d.
59 Motion at 2.

80 Tristar bypasses American Liberty’s argument on this point entiredtead, it focuses its argument in the
Opposition on American Liberty’s alleged breaches of Article 5.5 atidlé&\9.2.SeeOpposition at 69. American
Liberty acknowledges the omission. Reply at 2.

61 Bybee v. Abdullal89 P.3d 40, 49 (Utah 2008)
52 Orlando Millenia, LC v. United Title Servs. of Utah, In855 P.3d 965, 972 (Utah 201®mphasis in original).

10
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the examining a written contract®That written contractmust show that the contracting parties
clearly intended to confer a separate and distiacefit upon the third party?* “Indeed, t is not
enough that the parties to the contract know, expect or even intemdhées will benefit from
the contract ®° “[T]he contract must be undertaken for the plaintiff's direct benefit and the
contract itsél must affirmatively make this intention cle&® Only when there is clear inteit
the contractto confer rights upon a third paftys that party able toenforce rights and
obligations of the contrace” Absent this clear intenta“third party who benefits only
incidentally from the performance of a contract has no right to recover under thracttfit

It is undisputedthat Managed Care is not a party to the Claims Service Agre®raent
also that Americahiberty is nota party to the IHC agreemefitThe Claims Service Agreement
does not incorporatar reference the Payment Schedule (with its PPO rate provision) attached as
Exhibit A to the IHC agreemerit.The Claims Service Agreement does not aibgAmerican
Liberty to pay anyarticularrate for IHC service$’ The Claims Service Agreement mentions
Managed Care only once in an exhibRricing assumes TRISTAR Managed Care will direct all
managed care as mutually agreed upon and as outlined in the Client Servic&dnsti(itThe

portion ofthe separate unsign&ldient Service Instructions ferring to Managed Care describes

83Wagner v. Clifton62 P.3d 440, 442 (Utah 200@)ternal citation and quotation omitted).

64 Lilley v. JP Morgan Chase817 P.3d 470, 472 (Utah Ct. App. 20{8)iotingWagner 62 P.3d at 442
851d. (quotingSME Irdus., Inc. v. Thompson, Ventullet, Stainback & AssB8s,.3d 669, 684 (Utah 2001)
861d.

671d. (quotingWagner 62 P.3d at 440

681d. (internal quotation and citation omitded

69 Undisputed Fact 1 7.

70 Undisputed Fact 1 3.

"t Undisputed Fact 1 9.

72 Undisputed Fact { 16.

7 Undisputed Fact { 10.

11


https://www.westlaw.com/Document/I9726a1e2f53a11d99439b076ef9ec4de/View/FullText.html?transitionType=Default&contextData=(sc.Default)&VR=3.0&RS=da3.0&fragmentIdentifier=co_pp_sp_4645_442
https://www.westlaw.com/Document/If79e6b28589611e3a341ea44e5e1f25f/View/FullText.html?transitionType=Default&contextData=(sc.Default)&VR=3.0&RS=da3.0&fragmentIdentifier=co_pp_sp_4645_472
https://www.westlaw.com/Document/I9726a1e2f53a11d99439b076ef9ec4de/View/FullText.html?transitionType=Default&contextData=(sc.Default)&VR=3.0&RS=da3.0&fragmentIdentifier=co_pp_sp_4645_442
https://www.westlaw.com/Document/Ib986d37ef55011d9b386b232635db992/View/FullText.html?transitionType=Default&contextData=(sc.Default)&VR=3.0&RS=da3.0&fragmentIdentifier=co_pp_sp_4645_684
https://www.westlaw.com/Document/I9726a1e2f53a11d99439b076ef9ec4de/View/FullText.html?transitionType=Default&contextData=(sc.Default)&VR=3.0&RS=da3.0&fragmentIdentifier=co_pp_sp_4645_440

its services a8Norkers’ Compensation Third Party Claims Administration and TRISTAR
Managed Care Service$"”
On the undisputed factslanaged Care is only an incidental beneficiary of the agreement
between Risk Management and American Libertgh@lighthe reference® Managed Carim
the ClaimsService Agreement certainly might have caused Ametidaarty and Risk
Management t&now or expectManaged @re would benefit from the contrathiese references
do nd make it affirmatively clear that the ClairBgrvice Agreement wasdertakerfor
Managed Care’direct bendit. In particular, without any reference in the Clai8ervice
Agreement to the IHC Agreement or to the flett Managed Care would be providictient
savices under the ClainfService Agreemersubject to itxontractuabbligationsto IHC,
nothing in the Claims Service Agreemeniabls Managed Caréo make a claim against
American Libety underthe IHC Agreement®
At most, thesinglereference to Managed Care in the Claims Service Agreement and the
single reference in the Client Service Instructidasonstrate that Magad Care, as a nonparty
to the Claims Service gkeement, incidentally benefits from the agreenasrit one of two
designated entities that was to provide claims handling serfi@esause Managed Care is not
an intendedhird party beneficiarghatmay assert rights under théains Service Agreement
Managed Care mayohobtain reimbursement for the arbitration award througihtbachof
contract claim or the associated breach of the implied covenant of good faitiiradehfing

claim.

74 Undisputed Fact 1 11.
5 See Supraotes 8285 and accompanying discussion in the text.

¢ Risk Management would forward any claims greater than $2500 (lateermtteat $1500) to FairPay for
handling. Remaining claims were forwarded to Managed Care for reéSasndisputed Fact 1 13.

12



B. Because American Liberty is anot a party to the IHC Agreement, it is not doligated
to pay amounts purportedly owed to IHC.

Risk Management’srkt allegation of contractual breach is tAaterican Libery
materially breached the Clainggrvice Agreement by “refusing to respond to Risk Management
and Managed Care’s requests that Anzar Liberty pay amounts owed to IHC under the IHC
Agreement ’’ American Liberty argues that no language in the Claims Service Agreement
“requires American Liberty to pay the rates listed in the IHC Agreeriigfithor is there any
“separate contract with American Liberty that requires American Libeggydhe rates
contained in the IHC Agreement®”

American Liberty’s arguments are supported by the undisputed Asctaitlined earlier,
the Claims Service Agreement does not @ikgAmerican Liberty to paanyparticular rate for
IHC service® American Liberty is not a party to the IHC agreemehich obligates Managed
Care to arrange payment at the PPO /#tasdthe Complaintdoes notillegethat American
Liberty entered into a contract with Managede&tat requires American Liberty to ptne
PPOrate for IHC service&? No enforceable language in the Claims Service Agreebirds
American Libertyto paythe rates specifiemh thel[HC agreement.

Tristar, through Managed Careguld have executezlich an instrument with American
Liberty. In fact, the express language of the IHGe&gnent mandates that Managed Ghreo.

By thelHC Agreement, Managed Careabligated to “obtain and maintain ... a valid

7 Complaint at T 24(a).
8 Motion at 3.

1d.

80 Undisputed Fact  16.
81 Undisputed Fact 1 3.
82 Undisputed Fact § 17.
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enforceable agreement with each Purchasenpthiajates such Purchaser to comply with the
applicable terms and condition of this agreemé&htPurchaser” is defined in the IHC
Agreement as “an employer group which pays a premium or service fee, or whdsaife used
to pay health care providers for Covered Services under the Worker's Compensatical Me
Benefits.®* Later in the IHC Agreement, Managed Care indicated that it “understands and
agrees that it is responsible, and [Managed Care] will obligate Purchadersagreement with
[Managed Carefo be responsible for claims administration and for all payments to [IHC]
Facilities, for all Covered Services rendered to Employees under thisweme®® Managed
Care also agreed “that payments for Covered Services to [IHC] Facilitidsevanade in
accordance with the payment schedules in Attachment A, INTERMOUNTAIN ikesiand
Payment Schedule’ . . 8%

Managed Care was cleadypligated toenter intoagreements witinsurance providers to
abide by the terms of the IHC Agreement when the pessigolicy holders received treatment
at IHC facilitiesand the providers paid for that treatmeéfgt Plaintiffs donot allegethat
American Liberty entered into a contraath Managed Care that requir@dnerican Liberty to

pay any prticular rate for IHC servicé¥.In the absence of such a separate agreestbat

Managed Care was required by the IHC Agreeneobtain—or the inclusion of language in

83|HC Agreement at 5, 1 11.B.1.
841d. at 3, 1 I.K.

851d. at 7, 1 II.F. The term “employer group” is not specifically defined énlthC Agreement, but the “Purchaser”
definition suggests that it can mean either the employer or the inSbigiis because “[t]he parties to the contract
of workers’ compensation and employer's liability insurance arentiptoger and the insurer.” 98teven Plit,
Daniel Maldonado, Joshua D. Rogers, and Jordan R.@®itich on Insurance § 133:25 (3d ed. 1999
“Purchaser” definition accounts for both of these parties: the empMhy@pays “a premium or service fee” to
cover its employees and the insurer “whose funds are used to pay health ciderpfdHC Agreement at 7, § Il.F

861d.
87 Undisputed Facts { 17.
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the Claims Service Agreement reflecting Managed Care’s obligations toAlid€rican Liberty

is not boundy the terms offte IHC Agreement. Therefore American Libertsé$usal of
Tristar’'s requesto pay amounts that Tristar claims are owed to IHBoisa breach of the Claims
Service Agreement.

C. American Liberty did not breach Article 5.5 of theClaims Service Agreement

Risk Management’aext allegation of contractual breach is tAaterican Liberty
materialy breachedhe Claims Service Agreement because it “[a]llow[ed] [Risk Management]
to be placed in a situation where [Risk Management] [was] required to payrelated costs
out of its funds.®® Tristar clarifies in the Oppositiotiat this conduct breached Article 5.5 of the
ClaimsService Agreement, in whickAtnerican Libertyacknowledgeshat at no time will [Risk
Management] bebligated to make any payments of Claims AHldcated Loss Adjustment
Expensesut of [Risk Management] fund$>Risk Managementreatsthe arbitration award
against Managed Care aglaims payment that is “now be[ing] put upon Risk Manageniént.”
American Liberty argues that it did not breach this provision because Tristar did nottali¢ge
American Liberty “asked Risk Management to use its funds to make claim payimdHC™*
or that ‘Risk Management is obligated to make claims paymauttsf its funds.%?

As noted at the outset of this section, “[a] breach of express contract cls@® @i of
the express terms of the contract, and the breach [must be] proven in relation tothese te

The express language containeatiner subsectionsithin Article 5provide additionatontext

88 Complaint at T 24(b).

89 Opposition at 7 (citing Claims Service Agreement at.5y.
901d.

1 Motion at 3.

921d. at 4.

93 Global Fitness127 F. Supp. 3d 1187
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for the acknowledgemeim Article 5.5. Article 5.4 provides that “[Risddlanagemenf* shall
make payment of claimend Allocated Loss Adjustment Expenf®sn a claims payment
account funded by American Liberty . . %°.” Article 5.1describes how the claims payment
account is funded and the purpose of the account itself
[Risk Management] shall have the authority to draw upon a bank account which
shall be established and funded by American Liberty for the purpose of making
payments on claim files. It is the responsibility of American Liberty to have

sufficient funding available in the account to allow [Risk Management] to be able
to make all payments in a timely manner and as required b$flaw.

Under te express termd the Claims Service Agreemetmerican Liberty was
obligated to supply sufficient funding for a claims payment account that Risk Maaage
would draw from as it made timely payments on the claims it hanéfedrican Liberty would
breach that obligatioii it failed to provide sufficient funding to the claims payment account and
causedRisk Management to pay ftine claims it handledut of its own funds. Notablyfristar
does not allege or offer evidenitgt the claims payment account was insufficiefuthded.
Instead Plaintiffs seek tacontort this section of th€laimsService Agreemenhto a
requirenent thatAmerican Liberty payor Managed Care’failure to adhere to its obligations to
IHC. But Managed Care is not a party to, or intenokexaeficiary of, the Claims Service
Agreement. Thallegationthat American Liberty breached Articke5 has no evidentiary

support.

94 “TRISTAR” appears in the original, but the Claims Service Agreementfepethat “TRISTAR” refers to
“TRISTAR Risk Management.” Claims Service Agreement at 1. To avaiflismn, quotations to articles of the
Claims Service Agreement have been altered to reflect the appropriatefplaithis case, Risk Management.

% ClaimsService Agreement at 7, 1 5.4.
%|d. at 6, 1 5.1.
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D. American Liberty did not breachArticle 9.2 of theClaims Service Agreement

Risk Management’stherallegation of breach of contracttlsatAmerican Liberty
breached the ClainfService Agreement by “[f]ailing to indemnify and hold harmless [Risk
Managemerjtand [ManagedCare] for American Liberty’s ndigence and willful
misconduct.®” The requirement for American Liberty to indemnify and hold harmless Risk
Management and its agents is found in Article 9.the Claims Service Agreement:

American Liberty agrees to defend and hold harmless [Risk Managemennt], thei

officers, agents and employees, from and against any amabdlty, loss,

damage or expense, including extra contractual and punitive damages and

attorney's fees, incurred in connection with claims or demands for damages

arising out of the services provided under this Agreement, when such claims or
demands arisiEom or are caused by the sole negligence or willful misconduct of

American Liberty®®

Managed Care was Risk Management's agenRisk Management argues that, by
providing services under the Claims Service Agreement, Managed Care wgsadiehalf of
Risk Management as Risk Management's agent and thus entitled to indemnity. Risk
Management argues that American Liberty’s underpayment of IHC<laam negligent and
willful and was the direct cause of the damages incurred through the arbitratioh® #oa
Managed Carto bean agenbf Risk Managemerfor potential indemnification under Article
9.2, “three elements must exist: (1) the principal must manifest its intent that thecgenits.
behalf, (2) the agent must consent to so act, and (3) both parties must understand teat the ag

subject to the principal's control®® An exhibit to theClaims Service Agreement between

American Liberty and Risk Management states that the pricing of fees @f cesvices

97 Complaint at  24(c).

98 Claims Service Agreement at 9, 1 9.2.

99 Opposition at 89.

100 Sutton v. Miles333 P.3d 1279, 1282 (Utah Ct. App. 2014)
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“assumes TRISTAR Managed Care will direct all managed care as mutually ggpeezhd as
outlined in the Client Service Instruction$*The separate unsign&@lient Service Instructions
show that the provided services includ@®RiSTAR Managed Care ServicégVhen Risk
Management receivedmerican Liberty Claims from IHC, it would forward claims less than
$2500 (later $1500) to Managed Care for handiighese facts satisfy the elements of an
agency relationship: (1) Risk Management manifested its intent that ManageddCan its
behalf;(2) Managed Care consented to do so; and (3) both Risk Management and Managed Care
understood that Managed Care was subject to Risk Management’s control.

American Liberty did not engage in conduct entitling Risk Management to
indemnity. Although Managed @re is an agent of Risk Managemé&titthe undisputed facts do
not show that American Liberty engaged conduct that requires it to indemrkf\ViRisagement
under Article 9.2American Liberty argues that the arbitration award was not a result of
American Likerty’s sole negligence or willful misconduct, but that Managed Care’s onafuct
breached the IHC agreeméfit.

Even if the undisputed facts were to support the conclusion that American Libsrty wa
somehow negligenit was notsolelynegligentas is required ttrigger indemnificatiorunder
Article 9.2 As previously explainedlanaged Care was obligated to arrange for and enforce

agreements betwedmanaged Care and insurance providers, requiring those providers to abide

0l yndisputed Facts 1 7.
102yndisputed Facts 1 10.

103 Recogizing Managed Care as an agent has no bearing on the previous deterrtiiaatfidanaged Care is not
an intended third party beneficiary. The Supreme Court of Utah has hetdumaf-the-mill indemnity and hold
harmless provisions . . . are insufficient to show an intent to benefiairt@wto the contract and, therefore, do not
give rise to thireparty beneficiary rights.Ron Case Roofing & Asphalt Paving, Inc. v. Blomquig8 P.2d 1382,
1387 (Utah 1989jinternal citations omitted).

104 Motion at 4.
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by the terms ofHC Agreemeris payment schedule and specified rat&sTristar never has
alleged that American Liberty entered into a contvatit Managed Care that requiréanerican
Liberty to pay any articular rate for IHC servicé$® American Liberty paid the rates required
under the Claims Service Agreement and was not negliglamaged Careeglectedts duties
under the IHC AgreemeriRisk Management’slaim for indemnity under Article 9.fails as a
matter of law

2. American Liberty Did Not Breach The Covenant Of Good Faith Ad Fair Dealing

Tristaralsoclaims that American Liberty’s unreasonable condwatting in a matter that
deprived Risk Management and Managede®f the fruits of the ClainfService Agreement
corstitutes a breach of the covenant of good faith and fairrdgetdat is implied in the Claims
Service Agreemen)’ Because Risk Management is the only plaintiff with the ability to assert
rights under the Claims Service Agreem&fithe analysis of this claim will focuenly on the
contractual relationship between Risk Management and American Liberty.

American Liberty argues that it is only obligated under the Client Serdgeement to
compensat®isk Management for providing claims handling servicekthat it complied with
that obligationt® Risk Managementccording to American Liberty, is attempting to read into
the Claims Service Agreement a new, independewtnant that would require American
Liberty to pay the amount that Managed Care owes Ipfeuthe IHC AgreemenRisk

Managemenarglesthis obligationalready exists in Article 5.5féhe Claims Service Agreement

105 see infranotes 8285 and accompanying discussion in the text.
106 Undisputed Facts 1 17.

07 Complaint at 71 3B1L

108|nfra at 12.

109 Motion at 5.
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and that “[t]he justified expectation of Risk Management (and its agentghataswould

provide claim handling services, including a PPO discount, and would never be obligated to pay

any of [American Liberty]’s claims out of its own funds. .1!%"

Utah law recognizes only a “limited role for the covenant of good faith and fair
dealing™'! and has set a “high bar for the invocation of a new coven&itlie benefit of
“inferring as a term of every contract a duty to perform in the good faithenémet the parties
surely would have agreed to if they had foreseen and addressed the circargsfiag rise to
their dispute!3 cannot justifythe “judicial inference of contract terms$* that would “threaten(]
‘commercial certainty and breed[] costly litigatiort*® “[T] his covenant cannot be read to
establish new, independent rights or duties tiithe parties did not agree ex ant®.In
short, “[t]he reach of the implied covenant of good faith and fair dealing extendstimer than
the purposes and express terms of the conttact.”

As specified earlierthe express languageAiticle 5 imposeghe obligatioron
American Liberty to create a claims paymerta@unt and to ensure that the account is
sufficiently funded'*® Article 5.5 enforces this obligation through the acknowledgethantat

no time will [RiskManagement] be obligated to make agims payment out of [Risk

110 Opposition at 9.

11Young Living Essential Oils, LC v. MayiR66 P.3d 814, 816 (UtaiD11)

1121d. at 817.

1131d. at 816.

114 |d

1151d. (quoting Kham & Nate's Shoes No. 2, Inc. v. First Bank of Whi®0@, F.2d 1351, 1357 (7th Cir.19%0)
116 0akwood Vill. LLC v. Albertsons, Ind.04 P.3d 1226, 1240 (Utah 2004)

117 Smith v. Grand Canyon Expeditions &4 P.3d 1154, 1160 (Utah 20@8)ternal citation omitted).

118 See infra nas 9495 and accompanying text.
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Managementfunds!*® The Complaint does naillegethat American Liberty failed to maintain
sufficient funding in the account. The Claims Service Agreement does naitebAmerican

Liberty to pay anyarticular rate for IHC seices'?°

and Tristathas never allegkthat
American Liberty entered into a contragth Managed Care that requir@dnerican Liberty to
pay any particular rate for IHC services.

Risk Managemergeeks tomproperly invoke the covenant of good faith dad dealing
to establish a new, independent right or duty that is not inclinge@laims Service Agreement.

Risk Management’s breach of the covenant of good faith and fair dealingfailsim

3. American Liberty W as Not Unjustly Enriched By Managed Care

American Liberty’s Motion also seeks summary judgment on Tristar’s twsi-qua
contractual claims for reliéf? The first of these two claims is an unjust enrichment claim.
Tristar alleges tha{American Liberty] has been or will be unjustly enriched atdkpense of
[Risk Management] and [Managed Care] as a result of its cdijdtétand that “[Risk
Management] and [Managed Care] are entitled to recover those amounts byAmmécitan
Liberty] has been unjustly enriche¢f® American Liberty arguethat Rigk Managementannot
makethis claim because Risk Management has a contract with American LiBfeFtyis is

correct. In Utah, & claim of unjust enrichment cannot arise where there is an express contract

19 Claims Service Agreement at 7, § 5.5.
20 Undisputed Facts  16.

211d. 9 17.

122 Motion at 16-12.

123 Complaint at 1 338.

1241d, at 1 34.

125|d. at 1 348.

126 Motion at 6.
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governing thesubject matteof a dispute.*?’ Only Managed Care, as a nonpartyaod
incidentalbeneficiaryof) the ClaimsServiceAgreement, may seekguasicontractuaklaim
here.

American Libertyalso argues that Managed Care’s unjust enrichment claim fails because
Managed Carbas not conferred lzenefit on American LibertyManaged Care responds that it
did “bestow[] a benefit on [American Liberty] when an arbitration award ssased against
Managed Care requiring it to pay [American Liberty]'s underpayment @ndidims.2®

In order to prevail onan unjust enrichment theorg’plaintiff must provehree
elements: (1) a benefit conferred on one person by another; (2) an appreciation or knowledge by
the conferee of the benefit; and (3) the acceptance or retention by the confereepétite b
unde such circumstances as to make it inequitable for the conferee to retain thieviiémafit
payment of its value!2® Even if American Liberty benefitted becauseeceived a PPO rate
reduction from IHC on claims handled by Risk Management and Managed€&zause dhe
agreement Managed Care had with IHEAmerican Libertydid not know about or appreciate
that benefitAmerican Liberty is not a party to the IHC Agreemé&fitThe Claims Service
Agreement between Risk Management and American Liberty doesfepto the IHC
Agreement:®*? The Claims Service Agreement does not contain the payment schedule found in

Attachment A of the IHC Agreemeht® The Proposal provided to American Liberty in advance

127y.S. Fidelity v. U.S. Sports Special®d70 P.3d 464, 468 (Utah 2012)

128 Opposition at 10.

129 Jeffs v. Stubh970 P.2d 1234, 12448 (Utah 1998Jinternal quotation and citation omitted).
B0 Undisputed Facts 1§41

Bld. 7 3.

321d. § 8.

38)d. 7 9.
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of entering into the Claims Service Agreement contains general languagtrgddanaged
Care PPO network partners, but does not refer to the IHC Agreement, IH@sentie
specified terms or rates of the IHC AgreemEfAAind American Liberty was nevéilled at
those rates. American Liberty did not have the requisite knowledge rtecadp any benefit it
might receive through Managed Care’s handling of American LibertynSlavianaged Care’s
unjust enrichment claim fails.

4. American Liberty Is Not Required To Equitably | ndemnify Managed Care.

Tristar’s fourth claim for relief in th€omplaint is for equitable indemnificatidf®
Tristar asserts that “[i]t would be inequitable for [Risk Management] andiangged Care] to
compensate IHC for [American Lildg]’s alleged underpayments[f® and that “any obligation
for alleged underpayments to IHC and the costs of defending against IlQatians should be
paid by American Liberty '3’ However, lecause the law will not imply an equitable remedy
when there is an adequate remedy af,Jaw?® Risk Management igrecluded from taking part
in the equitable indemnity claifast as it was in the unjust enrichment claim

American Liberty argues that summary judgmegeinst Managed Caig appropriate
becausémerican Liberty“does not owe IHC any money under the IHC Agreemé&fit:lHC'’s
arbitration demand is based on Managed Care’s failure to requivkntieaiican Liberty pay the

rates stated in the IHC Agreemént® “That breach results from Managed Care’s conduct, not

134 seeProposal at 2, 126.

135 Complaint at 11 3947.

1361d. at 1 45.

1371d. at 1 46.

38 Thorpe v. Washington Cijt243 P.3d 500, 507 (Utah Ct. App. 20{idfernal quotation and citation omitted).
139 Motion at 9.

40 Reply at 9.

23


https://www.westlaw.com/Document/I5a00a280e2a011df84cb933efb759da4/View/FullText.html?transitionType=Default&contextData=(sc.Default)&VR=3.0&RS=da3.0&fragmentIdentifier=co_pp_sp_4645_507

American Liberty’s conduct!** Managed Care responds that “Managed Care has discharged an
obligation to IHC, as evidenced by the arbitration award against Manageid| Gard that
“[American Liberty] was obligated to pay something more to IHC than it pafd\tcording to
Managed Care, “[b]y [American Liberty]'s logic, it was not required to g anything.**

American Liberty is correcAmerican Liberty is not required—or obligated—to pay IHC
anything either under the Claims Servicgréement or the IHC Agreement. The absence of any
obligation running from American Liberty to IHC is fatal to Managed Gackdim of equitable
indemnity.

An equitable indemnity claim consists of three elemeifisst, the prospective
indemniteemust digharge a legal obligath owed to a third party***“Sewond, the prospective
indemnitormust also be liable to the third patty’® “Third, as beveen the prospective
indemnitor and the prospective indemnitee, the obligation should be paid by the indetifitor.”
These principles do not fit these fadtanaged Care is liable to IHC. IHC and Managed Care
entered into the IHC agreeméfit American Liberty is not a party to the IHC agreeméfthe

Claims Service Agreement between American Liberty and Risk Manag€foes not refer to

the IHC Agreemenit® and does not contain the payment schedule found in the IHC

141 Id.
142 Opposition at 11.

143 Id

14 3alt Lake City Sch. Dist. v. Galbraith & Green, 40 P.2d 284, 287 (Utah Ct. App. 198aijing Perry v.
Pioneer Wiolesale Supply Co681 P.2d 214, 218 (Utah 1984)

l45|d'

l46|d'

147 Undisputed Facts 1 1.
¥81d. q 3.

1491d. 1 4.

1501d. 1 8.
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Agreementt® Managed Care was clearly obligated to arrange for and enforce agrewitients
insurance providers requiring themaibide by the tersof the IHC Agreement, including
paying the rates specified in the payment schettdlé Managed Care had done so, it would
have formed the relationship that would support a claim of equitable indemnificatiors But a
American Liberty points out, Managed Care brealthe IHC Agreemenivhen it failed to
ensure that American Liberty was contractually obligated to comply wittethes of the IHC
Agreement. Managed Care, because of this breach, cannot seek equitable inatemrafainst

American Liberty and igself responsible for the resulting arbitration award.

ORDER

IT IS HEREBY ORDERED that American Liberty’s Motion for Summaudgment3
is GRANTED.Plaintiffs’ Complaint®*is dismissed.
SignedAugust31, 2017.

BY THE COURT

Dol

District Judge David Nuffer

Bld. 79.

152 3ee infranotes 8285 and accompanying discussion in the text.

153 Defendant’s Motion for Summary Judgmeshbcket no. 11filed Aug. 15, 2016.
154 Complaint,docket no. 2filed June 3, 2016.
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