IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

JONATHAN W RTH, i ndi vidually : ClVIL ACTI ON
and on behal f of all others :
simlarly situated

V.

AETNA U. S. HEALTHCARE : NO. 03-5406

MVEMORANDUM

Bartle, J. February , 2004

The issue presented concerns the propriety of the
defendant's renoval to this court of an action alleging illegal
practi ces under Pennsylvania' s Mtor Vehicle Financial
Responsibility Law ("MVFRL") where defendant relies on the
doctrine of conplete preenption under the Enpl oyee Retirenent
I nconme Security Act ("ERISA") as the basis for renoval.

l.

Plaintiff Jonathan Wrth, a citizen of Pennsylvania,
originally brought this purported class action agai nst Aetna U S.
Heal thcare ("Aetna") in the Court of Common Pl eas of Bucks
County. Aetna, whose correct legal nane is Aetna Health, Inc.
is a health mai ntenance organi zati on and a Pennsyl vani a
corporation. At all tinmes relevant to this case, Wrth was
covered by a healthcare agreenent issued by Aetna to his father's
enployer. He clains that he and his fellow cl ass nenbers have

suffered personal injuries in notor vehicle accidents that took

pl ace in the Cormonweal th and have obtained, or are in the



process of obtaining, recoveries against third party tortfeasors.
According to Wrth, Aetna has asserted |liens against these tort
recoveries for the nedical benefits it has provided and is doing
so pursuant to the indemification and subrogation clauses in its
heal t hcare agreements.® Plaintiff asserts that the liens are
prohibited by 8 1720 of Pennsylvania's MVFRL, a statute which
anong ot her things governs the insurance requirenents for notor
vehicl e owners in the Commonweal th. Section 1720 reads as
fol |l ows:

In actions arising out of the naintenance or
use of a notor vehicle, there shall be no

ri ght of subrogation or reinbursenment froma
claimant's tort recovery with respect to

wor kers' conpensati on benefits, benefits
avai |l abl e under section 1711 (relating to
required benefits), 1712 (relating to

avail ability of benefits) or 1715 (relating
to availability of adequate limts) or
benefits paid or payable by a program group
contract or other arrangenent whether prinmary

1. Wrth's Cass Action Conplaint filed in state court describes
the class as follows:

Al'l persons insured under an Aetna healthcare
Policy, who were involved in a notor vehicle
accident in the Coomonweal th of Pennsyl vani a,
and Aetna asserted a Lien during the C ass
Period against the insured's tort recovery.

The C ass Period begins four (4) years prior
to the filing of this action and continues to
the date of judgnment unl ess extended or
reduced by the Court.

Excluded fromthe Cass are Aetna's

enpl oyees, its officers and directors,
plaintiff's counsel and the Judge of the
Court to which this case is assigned.

Conpl . at 4.



or excess under section 1719 (relating to
coordi nati on of benefits).

75 Pa. Cons. Stat. Ann. 8 1720. |In addition to seeking damages
under § 1720 of the MVFRL, plaintiff asserts clains on behalf of
the class for breach of contract, unjust enrichnent, and bad
faith insurance practices under 42 Pa. Cons. Stat. Ann. 8§ 8371.
The plaintiff also requests declaratory and injunctive relief.
The conmplaint on its face does not plead a federal claimfor
relief.

Aetna tinely renoved the action to this court, pursuant
to 28 U.S.C. 8§ 1441(a), on the ground that the plaintiff's clains
are conpletely preenpted by ERISA, 29 U S. C. 88 1001 et seq.
Plaintiff has now noved to remand and seeks attorney's fees and
costs pursuant to 28 U . S.C. § 1447(c). Aetna, as the renoving
party, bears the burden of proving subject matter jurisdiction.

Dukes v. U.S. Healthcare, 57 F.3d 350, 359 (3d Gr. 1995).

.

Section 502(a)(1)(B) of ERISA states that "[a] civil
action may be brought by a participant or beneficiary ... to
recover benefits due himunder the ternms of his plan, to enforce
his rights under the terns of the plan, or to clarify his rights
to future benefits under the terns of the plan.” 29 U. S.C
§ 1132(a)(1)(B). A "plan" under ERI SA includes an "enpl oyee
benefit plan,” that is, one "... established or maintained by an
enpl oyer ... for the purpose of providing for its participants or

their beneficiaries, through the purchase of insurance or



otherwise ... nedical, surgical, in hospital care or benefits
" 29 U.S.C. § 1002(1) and (3).
ERI SA contains sections that deal expressly with
preenption. These provisions are known as the "preenption
cl ause,” the "savings clause,"” and the "deener clause.” The
"preenption clause" provides:
Except as provided in subsection (b) of this
section [the saving clause], the provisions
of this subchapter and subchapter IlI1 of this
chapter shall supersede any and all State

| aws i nsofar as they may now or hereafter
relate to any enpl oyee benefit plan ...

ERI SA § 514(a), as set forth in 29 U S.C. § 1144(a). The
"savi ngs cl ause" reads:

Except as provided in subparagraph (B) [the
deenmer clause], nothing in this subchapter
shall be construed to exenpt or relieve any
person fromany |aw of any State which

regul ates i nsurance, banking, or securities.

ERISA § 514(b)(2)(A), as set forth in 29 U.S.C. § 1144(b)(2)(A).

Finally, there is the "deener cl ause":

Nei t her an enpl oyee benefit plan ... nor any
trust established under such a plan, shall be
deenmed to be an insurance conpany or ot her

i nsurer, bank, trust conmpany, or investnent
conpany or to be engaged in the business of

i nsurance or banking for the purposes of any
| aw of any State purporting to regul ate

I nsurance conpani es, insurance contracts,
banks, trust conpani es, or investnent

conpani es.

ERISA § 514(b)(2)(B), as set forth in 29 U.S.C. § 1144(b)(2)(B).

As the Suprene Court has observed, these three cl auses

"are not a nodel of legislative drafting,” but "[t]heir operation

is neverthel ess discernible." FMC Corp. v. Holliday, 498 U.S.
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52, 58 (1990). In EMC, the Suprene Court described the
interaction of these various clauses as foll ows:

The pre-enption clause is conspicuous for its
breadth. It establishes as an area of

excl usive federal concern the subject of
every state law that "relate[s] to" an

enpl oyee benefit plan governed by ERI SA. The
savings clause returns to the States the
power to enforce those state | aws that

"regul ate insurance," except as provided in

t he deener clause. Under the deener cl ause,
an enpl oyee benefit plan governed by ERI SA
shall not be "deened" an insurance conpany,
an insurer, or engaged in the business of

i nsurance for purposes of state | aws
"purporting to regulate” insurance conpanies
or insurance contracts.

Id. It is against this statutory background that we nust decide
t he i ssue of renoval

As we have noted, the conplaint alleges exclusively
state | aw causes of action. Under the well-pl eaded conpl ai nt
rule, an action may be renoved to this court based on federal
gquestion jurisdiction only if the federal claimappears on the
face of the conplaint. The fact that the defendant may have a
def ense under federal lawis ordinarily not sufficient to allow

renoval . See Franchise Tax Bd. v. Constr. Laborers Vacation

Trust, 463 U.S. 1, 10 (1983); Pryzbowski v. U S. Healthcare,

Inc., 245 F.3d 266, 271 (3d Cir. 2001). However, the conplete
preenption doctrine is an exception to the well-pl eaded conpl ai nt

rul e. Ry. Labor Executives Ass'n v. Pittsburgh & Lake Erie R R

Co., 858 F.2d 936, 939 (3d G r. 1998). Conplete preenption
exi sts when Congress has so thoroughly addressed an area of | aw

that any claimbrought within its scope is renovable to the
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f ederal court. Metro. Life Ins. Co. v. Taylor, 481 U S. 58, 63-

64 (1987). A claimthat has been conpletely preenpted is
renovabl e regardl ess of whether a federal claimappears froma
reading of the conplaint. [d. The Suprene Court has determ ned
that clains falling within the scope of § 502(a)(1)(B) of ERI SA

are subject to conplete preenption. Metro. Life, 481 U S. at 66;

Pryzbowski , 245 F.3d at 271

In arguing that renoval was inproper, plaintiff
suggests that his claimunder 8§ 1720 of the MVFRL is not wthin
the terns of 8 502(a)(1)(B) because it is not actually one for
"benefits due to himunder the terns of his plan.” 29 U. S.C
§ 1132(a)(1)(B). Plaintiff reasons that his claimdirectly
relates to the anount of his tort recovery and is only "distantly
related” to the health care benefits previously granted by Aetna.
We di sagr ee.

While plaintiff may be correct that his clains arose as
a result of his tort recovery, there is an inextricable
connection between Aetna's lien and the anobunt he is due under
his healthcare agreenent. The lien, if collected, not only
reduces the net anmount of his recovery fromthe tortfeasor but
al so has the effect of reducing the net amount of the benefit

obt ai ned from Aetna under the healthcare agreement. > W concl ude

2. Jonathan Wrth's heal thcare agreenent with Aetna provides in
rel evant part:

| f HMO provides health care benefits under
this Certificate to a Menber for injuries or
(continued...)
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that plaintiff's clains directly relate to the net anmount of the
benefits due to himunder his Aetna heal thcare agreenent.
Consequently, they fall within 8§ 502(a)(1)(B) of ERI SA and are
conpletely preenpted. See Singh v. Prudential Health Care Pl an,

335 F.3d 278, 291 (4th Cr. 2003).
In Pryzbowski, 245 F.3d at 273, our Court of Appeals

descri bed the test for conplete preenption by ERI SA

2.(...continued)
illness for which a third party is or may be
responsi ble, then HMO retains the right to
repaynent of the full cost of all benefits
provi ded by HMO on behal f of the Menber that
are associated with the injury or illness

The Menber specifically acknow edges HVO s

ri ght of subrogation. When HMO provides
health care benefits for injuries or
illnesses for which a third party is or may
be responsi ble, HMO shall be subrogated to
the Menber's rights of recovery agai nst any
third party to the extent of the full cost of
all benefits provided by HMO, to the fullest
extent permtted by law. ...

The Menber al so specifically acknow edges
HMO s right of reinbursenent. This right of
rei mbursenent attaches, to the fullest extent
permtted by | aw, when HMO has provi ded
health care benefits for injuries or illness
for which a third party is [sic] and the
Menber and/or the Menber's representative has
recovered any anmounts fromthe third party or
any party nmaki ng paynents on the third
party's behalf. By providing any benefit
under this Certificate, HMOis granted an
assi gnment of the proceeds of any settlenent,
j udgnent or ot her paynent received by the
Menber to the extent of the full cost of all
benefits provided by HMO.

(bol ding omtted; underlining added for enphasis).
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Regar dl ess of the | anguage used, the ultinate
distinction to make for purposes of conplete
preenption is whether the claimchallenges
the adm nistration of or eligibility for
benefits, which falls within the scope of

8§ 502(a) and is conpletely preenpted, or the
quality of the nedical treatnent perforned
whi ch may be the subject of a state action.

Here the clains are nore nearly akin to adm nistration of or
eligibility for benefits than to the quality of health care.

Qur determnation that plaintiff's claimis one for
benefits is consistent wth other federal courts confronted with
the sanme issue. For exanple, in a case simlar to the one at
bar, the Court of Appeals for the Fourth Crcuit recently held
t hat :

[Plaintiff's] claimto recover the portion of
her benefit that was di m ni shed by her
paynent to Prudential under the unl awf ul
subrogation termof the plan is no less a
claimfor recovery of a plan benefit under

[ ERI SA] 8§ 502(a) than if she were seeking
recovery of a plan benefit that was denied in
the first instance .... ERI SA' s conplete
dom nion over a plan participant's claimto
recover a benefit due under a | awf ul
application of plan terns is not affected by
the fortuity of when a plan term was

m sapplied to dimnish the benefit.

Singh, 335 F.3d at 291 (enphasis in original). See also Arana v.

Cchsner Health Plan, 338 F.3d 433, 438 (5th Cr. 2003)(en banc);

Carducci v. Aetna U.S. Healthcare, 204 F. Supp. 2d 796 (D.N. J.

2002); Franks v. Prudential Health Care Plan, Inc., 164 F. Supp

2d 865, 873 (WD. Tex. 2001); R ener v. Colunbia Medical Plan,

Inc., No. Gv. L-96-2544, 1997 W. 33126252, at *1 (D. M.

Mar. 28, 1997).



In sum plaintiff is seeking benefits froma plan

enf orceabl e under § 502(a)(1)(B) of ERI SA.
[l

Plaintiff further argues that the savings clause of
8 514(b)(2)(A) of ERISA trunps conplete preenption and thus
requires remand, even assunmng that his clains are or would
ot herwi se be enconpassed by § 502(a)(1)(B). As noted above,
8 514(b)(2)(A) provides that "nothing in this subchapter shall be
construed to exenpt or relieve any person fromany |aw of any
State which regul ates insurance, banking, or securities." The
Suprenme Court has held that § 1720 of the MFRL falls within the

ternms of 8 514(b)(2)(A), since it "regul ates insurance" for notor

vehicle owners in Pennsylvania. FEMC Corp. v. Holliday, 498 U. S
52, 61 (1990). Aetna, however, contends that even if the
plaintiff's state law clains are preserved by 8§ 514(b)(2) (A,
this does not defeat conplete preenption. According to Aetna,
once conpl ete preenption is denonstrated, the action is
renovabl e. Under this analysis, the federal court will retain
jurisdiction and apply state law if the circunstances outlined in

t he savings clause of 8§ 514(b)(2)(A) are satisfied. See Lazorko

v. Pennsylvania Hosp., 237 F.3d 242, 248 (3d G r. 2000).

The Court of Appeals for this circuit has not had the
occasion directly to address the issue before us. However, two
very recent Supreme Court decisions support the principle that
8 514(b)(2)(A) does not override conplete preenption under
§ 502(a)(1)(B). In a 1999 ruling, the Court affirned the
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determ nation of the Court of Appeals that a California state | aw
regul ated i nsurance and therefore fell under ERI SA s savi ngs

cl ause. Nonetheless, it did not question federal subject matter

jurisdiction over the claim UNUMLife Ins. Co. of Anerica v.
Ward, 526 U. S. 358, 365-77 (1999). Likewi se, nore recently, the
Suprenme Court determned that the Illinois HMO Act regul at ed

i nsurance but affirned the decision of the Court of Appeals bel ow
whi ch had exerci sed subject matter jurisdiction pursuant to

§ 502(a)(1)(B) of ERISA. Rush Prudential HMO Inc. v. Mran, 536

U S. 355, 363-87 (2002). See Arana v. Qchsner Health Plan, 338

F.3d 433, 439-40 (5th Gr. 2003); Carducci, supra, 204 F. Supp.

2d at 798 n.2. Thus, federal jurisdiction exists as a result of
conpl ete preenption if plaintiff's clains are enconpassed within
the terns of 8 502(a)(1)(B) even though it may turn out that the
savi ngs cl ause of 8§ 514(b)(2)(A) wll require the application of
state insurance | aw

V.

In summary, we hold that the defendant's renoval of
this purported class action to federal court was proper. The
gravanen of plaintiff's conplaint seeks "to recover benefits due

under the terns of his plan.” ERISA 8§ 502(a)(1)(B). This
claimand the others dependent on it are conpletely preenpted by
ERI SA and we have subject matter jurisdiction over them That we
may ultimately apply 8 1720 of Pennsylvania's MVFRL because of
t he savings clause of § 514(b)(2)(A) of ERI SA does not affect our

jurisdiction.
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The notion of the plaintiff to remand this action to
the Court of Common Pl eas of Bucks County and his notion for

attorney's fees and costs will be deni ed.
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IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

JONATHAN W RTH, i ndi vidually : ClVIL ACTI ON
and on behal f of all others :
simlarly situated

V.

AETNA U. S. HEALTHCARE NO. 03-5406
ORDER

AND NOW this day of February, 2004, for the
reasons set forth in the acconpanyi ng Menorandum it is hereby
ORDERED t hat notion of plaintiff Jonathan Wrth for remand to the
Court of Conmmon Pl eas of Bucks County, Pennsylvania and for
attorney's fees and costs i s DEN ED.

BY THE COURT:




