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

M CHAEL MARTORANA ) G VIL ACTI ON
V. :

THE BOARD OF TRUSTEES OF

STEAMFI TTERS LOCAL UNI ON 420

HEALTH, WELFARE AND PENS| ON

FUND and STEAMFI TTERS LOCAL )

UNI ON 420 ) NO. 03-1029

VEMORANDUM

Dal zel I, J. Decenber 22, 2003
M chael Martorana ("Martorana") clains that the Board

of Trustees of Steanfitters Local Union 420 Health, Wl fare and

Pensi on Fund (the "Board")' viol ated the Enpl oyee Retirenent

| ncome Security Act, 29 U . S.C. 88 1001-1461 (2003) ("ERISA") by

refusing to provide himbenefits according to the terns of

enpl oyee benefit plans that it administers.? The Board

counterclainms for unpaid contributions that Martorana all egedly

owes pursuant to one of the plans. W here address the parties’

cross-notions for summary judgnent. ®

! Despite sone anmbiguity in the caption as to whether
plaintiff named Steanfitters Local Union 420 (the "Union") as a
second defendant, we read Martorana's conplaint as a whole, as
wel | as the subsequent pleadings, to seek recovery only from one
def endant, the Board. W also understand that the Board's
menbers serve as trustees for the Steanfitters Local Union No.
420 Pension Fund trust and for the Steanfitters Local Union No.
420 Welfare Fund trust. See First Diviny Aff. 1 2. These trusts
are governed, respectively, by the Union's Pension Plan and its
Wel fare Plan. See generally Def.'s Mot. Summ J. Exs. B, D.

> The parties agree that the Board nmust conply with
ERI SA because it is the "adm nistrator" of the Pension Plan and
of the Welfare Plan, both of which are "enpl oyee benefit plans.”
See Conpl. T 3; Answer § 3; see also 29 U.S.C. 8§ 1002(3), (16).

® Summary judgnent is warranted if "the pleadings,
depositions, answers to interrogatories, and adm ssions on file,
(continued...)



Fact ual Backqgr ound

Martorana joined the Union on July 27, 1972, and he
wor ked steadily for nore than two decades. Def.'s Mdt. Summ J.
Ex. T. Wile performng work as a Union nenber on March 21
1994, he sustained a serious injury. Conpl. T 7; Answer | 7.
Unabl e to conti nue working, Martorana began to collect Wrkers'
Conpensation benefits. He continued to receive those benefits at
| east through Novenber of this year. Martorana Aff. | 3.
Martorana applied for Social Security disability
benefits on Novenber 30, 1995, and the Social Security
Adm ni stration determ ned that he was eligible for such benefits

on Decenber 14, 1997. Al though Social Security found that

3. ..continued)

together with the affidavits, if any, show that there is no
genui ne issue as to any material fact and that the noving party
is entitled to a judgnment as a matter of law." Fed. R Gv. P
56(c). The noving party initially bears the burden of
denonstrating that there is no genuine issue as to any materi al
fact. Watson v. Eastman Kodak Co., 235 F. 3d 851, 854 (3d Cr.
2000). An issue is "genuine" when "a reasonable jury, based on
t he evidence presented, could hold in the nonnovant's favor with
regard to that issue."” Schoonejongen v. Curtiss-Wight Corp.,
143 F.3d 120, 129 (3d Cr. 1998). Disputes over "material" facts
"m ght affect the outcone of the suit under the governing |aw "
Anderson v. Liberty Lobby, Inc., 477 U S. 242, 248 (1986).

Once the noving party has nmet its burden, the nonnoving
party nmust "cone forward with 'specific facts show ng that there
Is a genuine issue for trial.'" Mtsushita Elec. Indus. Co. v.
Zenith Radio Corp., 475 U. S. 574, 587 (1996) (quoting Fed. R
Cv. P. 56(e)). The Court then nust determ ne "whether the
evi dence presents a sufficient disagreenent to require subm ssion
to a jury or whether it is so one-sided that one party nust
prevail as a matter of law." Anderson, 477 U S. at 251-52
Recogni zing that "[c]redibility determ nations, the weighing of
the evidence, and the drawing of legitimte inferences fromthe

facts" are within the province of the trier of fact, id. at 255,
the Court nust "view the facts in the |ight nost favorable to the
nonnmovi ng party and draw all inferences in that party's favor."

Anbruster v. Unisys Corp., 32 F.3d 768, 777 (3d Cr. 1994).
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Mart orana becane di sabl ed on March 21, 1994, it awarded benefits
retroactive only to Novenber of 1994 because federal |aw
aut hori zes benefits begi nning a maxi nrum of twel ve nonths before a
claimant files an application for benefits. See Def.'s Mot.
Summ J. Ex. E.

In addition to his Wirrkers' Conpensation and Soci al
Security benefits, Martorana requested the Disability Retirenent
Pensi on to which he was entitled under the Union's Pension Plan.
Martorana first applied for his disability pension in |ate 1998
or early 1999. First Diviny Aff. § 15. Though the Board deci ded
that he was eligible for the pension, Martorana took issue with
several aspects of its determ nation, including the w thhol ding
from his pension of $100.00 per nmonth as his contribution to the
cost of Welfare Plan coverage for himand his famly. See Def.'s
Mot. Summ J. Ex. F. In May, 1999, Martorana directed the Board
not to continue processing his application for disability
benefits until further notice. See Def.'s Mot. Summ J. Ex. G
On several occasions between Septenber of 1999 and May of 2000,
the Board reiterated its willingness to pay disability benefits
to Martorana. See Def.'s Mot. Summ J. Exs. H, |, J. The Union
sent Martorana his "retiree union card" on Novenber 1, 1999.
Pl.'"s Mot. Summ J. Ex. D

The central issues involved in this case cane into
cl earer focus during the sumrer of 2000. For the first tine,
Mart orana argued that the Board had inproperly cal cul ated his
disability pension benefits because, when calculating his |ength

of service (upon which the anmount of the pension is based), it
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failed to take into account the period during which he received
Wor kers' Conpensation. At its July 20, 2000 neeting, the Board
rejected this claim see Def.'s Mot. Summ J. Ex. L, based on the
Pensi on Plan's distinction between Credited Hours and
Contribution Hours. Pension Plan nenbers accrue Credited Hours,
t hough not Contribution Hours, during the period when they
recei ve Workers' Conpensation, and the calculation of disability
pensi on benefits depends on one's total Contribution Hours, not
Credited Hours. See Def.'s Mot. Summ J. Ex. C.

Mart or ana qui ckly appeal ed the Board's denial of
addi tional disability pension credit for the period when he
recei ved Wirkers' Conpensation. See Def.'s Mdt. Summ J. Ex. U
On Cctober 27, 2000, Martorana and his attorney attended a Board
nmeeting to nake their case for the additional disability pension
credit, but the Board again denied their request based on the
Plan's distinction between Credited Hours and Contri bution Hours.
See Def.'s Mot. Summ J. Exs. N, O

Wi le Martorana was claimng additional disability
benefits, the Board denmanded that Martorana pay $4,400.00 in
overdue contributions to the Welfare Plan for the nedica
coverage that he had received between Cctober of 1994 and
Decenber of 1999, see Def.'s Mot. Sunmm J. Ex. K, but Martorana
deni ed that he owed any contributions, see Def.'s Mdt. Sunm J.
Ex. P. At the Board's January 25, 2001 neeting, Martorana argued
that the Welfare Plan did not require himto contribute to the
Welfare Plan while he was an "active" participant. The Board,

however, pointed out that Martorana could not be an "active"
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participant in the Wl fare Plan while sinultaneously receiving
benefits under the Pension Plan and, on that basis, maintained
its position that he nust pay the past-due contributions. See
Def.'s Mot. Summ J. Ex. R \Wen Martorana insisted on not
contributing, the Board refused to pay $300.00 of his nedica
clains, and it now recogni zes that such refusal reduced the
anount of past-due contributions to $4,100.00 See Def.'s Mot.
Summ J. Ex. S

On February 5, 2003, Martorana initiated this action by
filing a conplaint in the Del aware County Court of Conmon Pl eas.
The conpl aint includes one count alleging that the Board fail ed
to conply with the terns of the Pension Plan and the Welfare Pl an
and a second count requesting declaratory judgnent. The Board
renoved the case to this Court and filed a counterclaimfor

4

$4,100.00 in unpaid health care prem uns. Mart orana and the

Board have each noved for sunmmary judgnent on all clains.

Anal ysi s
A. The Board's Deci sions

Martorana mai ntains that (1) the Pension Plan entitles
him in the calculation of his disability pension benefit, to
credit for the period when he received Wrkers' Conpensation; and
(2) the Welfare Plan requires the Board to pay his nedica

clainms. Because the Board refused to provide benefits according

* Though the counterclaimoriginally demanded $4, 223. 62
i n damages, the Board's notion for summary judgnent asserts
entitlenent only to $4,100.00. See Def.'s Mem Supp. Mt. Summ
J. at 18.



to these two interpretations, Martorana contends that it has not
conplied with the Plan's ternms and i nvokes his ERISA right "to
recover benefits due to himunder the terns 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 8§ 1132(a)(1)(B) (2003).

The Suprene Court has expl ained that "a denial of
benefits chall enged under 8 1132(a)(1)(B) is to be reviewed under
a de novo standard unless the benefit plan gives the
adm ni strator or fiduciary discretionary authority to determ ne
eligibility for benefits or to construe the terns of the plan.”

Firestone Tire & Rubber Co. v. Bruch, 489 U. S. 101, 115 (1989).

In this case, however, the Pension Plan gives the Board "the sole

and absolute discretion to deternmine eligibility for benefits

under the Plan," see Def.'s Mot. Summ J. Ex. B ("Pension Plan")

8 6.06, and the Welfare Plan nmakes the Board "the sol e judge of
the application and interpretation of the Plan," see Def.'s

Mt. Summ J. Ex. D ("Welfare Plan") at 62. Under these

ci rcunstances, Firestone mandates that we inquire whether the

5

Board's decisions were arbitrary and capri ci ous. See Lasser V.

Reliance Std. Life Ins. Co., 344 F.3d 381, 384 (3d Cr. 2003).
"Under the arbitrary and capricious standard, the district court

may overturn a decision of the Plan adm nistrator only if it is

® Though our Court of Appeals applies "heightened
scrutiny” when the sane entity is both plan adm nistrator and
funder, see Pinto v. Reliance Std. Life Ins. Co., 214 F.3d 377,
387 (3d Cir. 2000), there is no evidence that the Board funds the
Pl ans invol ved here. Thus, we shall review the Board's
determ nations under the arbitrary and capricious standard.
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W t hout reason, unsupported by the evidence or erroneous as a

matter of law " Mtchell v. Eastman Kodak Co., 113 F.3d 433, 439

(3d Gr. 1997) (quotations omtted). W turn nowto the two
Board deci sions that Martorana chall enges as arbitrary and

capri ci ous.

1. The Pensi on Pl an

The parties agree that, under the Pension Pl an,
disability pension benefits increase with an enpl oyee's |ength of
service, but they dispute when Martorana's service ceased for
pur poses of calculating his benefit. The Board determ ned that
Mart orana shoul d receive a disability pension based on his
service only through March 21, 1994, the date on which he becane
di sabl ed. Martorana, however, insists that the Pension Pl an
entitles himto credit for the tine since March 21, 1994 when he
has col |l ected Wrkers' Conpensation. To deci de whether the Board
acted arbitrarily and capriciously in limting Martorana's
disability pension, we begin with the terns of the Pension Pl an.

The Pension Plan provi des special benefits payable to
t hose people who, |ike Martorana, "Are Active Participants On O
After January 1, 1996." See Pension Plan art. 4. Depending on
their particular circunstances, such individuals may qualify for
a Normal Retirenent Pension, a Disability Retirenent Pension, an
Early Retirement Pension, a Deferred Vested Pension, or other
benefits. 1d. Martorana applied for a Disability Retirenent

Pensi on as described by Section 4.02 of the Pension Plan.



The Pension Plan |imts eligibility for a Disability
Retirement Pension to "[e]ach Active Participant who becones a
Di sabl ed Participant.” Pension Plan § 4.02. The Pension Pl an
defines an "Active Participant” as a "person who on Decenber 31
1995 was an Active Participant under the [Pension] Plan as then
in effect and who had 400 or nore Credited Hours in the Plan Year
then ending.”" 1d. 8 2.01. "Credited Hours" equal the sum of
several types of hours, including Contribution Hours® and "4.2857
hours tinmes the nunber of days . . . for which [a] person
received . . . Workers' Conpensation." [d. 8§ 1.07. Under the
Pension Plan, a "Di sabled Participant” is "[a]n Active
Participant who has two or nore years of Credited Service who
ceases to be an Active Participant on account of a disability,
t he onset of which occurs when he is an Active Participant and
pursuant to which he becones entitled to receive disability
benefits under the Federal Social Security Act within one year of
the date of the onset of his disability." Pension Plan § 2.04.

The parties apparently agree that Martorana is an
"Active Participant who bec[ane] a Disabled Participant” because
only such people are entitled to the Disability Retirenent
Pensi on that they concede Martorana may receive. See Pl.'s Mit.

Summ J. Ex. B ("Martorana Aff.") § 2; First Diviny Aff. { 28

® The Pension Plan explains that "Contribution Hours"
are "the nunber of hours [a person] worked at Covered Enpl oynent
: . for which the contributions due the Pension Fund were
made." Pension Plan 8§ 1.05. VWil e Contribution Hours are one
conponent of Credited Hours, one's status as an Active
Partici pant depends not nerely upon Contribution Hours, but upon
the total nunber of Credited Hours that he earns.
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(reporting that the Board has been paying Martorana's pension).
Simlarly, the concession that Martorana has already becone a
Di sabl ed Participant who is entitled to a Disability Retirenent
Pensi on necessarily inplies that he neets the definition of a
Di sabl ed Participant. Although Martorana is both a "D sabl ed
Participant” and an "Active Participant who bec[ane] a Di sabl ed
Participant,"” the question remains whether he shed his status as
an Active Participant during the transformation into a D sabl ed
Partici pant or whether Disabled Participants remain Active
Parti ci pants.

The definitions of Active Participant and D sabl ed
Participant offer little insight into this question, but the
final sentence describing the Disability Retirenment Pension
provi des sone illum nation

If a Disabled Participant receiving a

Disability Retirement Pension ceases to be a

Di sabl ed Participant prior to his 65th

Birthday, his Disability Retirenment Pension

shal | thereupon cease, and if such D sabled

Partici pant does not again becone an Active

Partici pant he shall be entitled to the

benefits he would have qualified for, if any,

had he ceased to be an Active Parti ci pant
ot her than by death or disability.

Pension Plan 8 4.02, at 53 (enphasis added). The highlighted

| anguage clarifies that a D sabled Participant may "cease" being
a Disabled Participant w thout "again" becom ng an Active
Participant. For the reference to "again" becom ng an Active
Participant to have any sensible meaning, an Active Partici pant
nmust cease being an Active Participant when he becones a D sabl ed

Partici pant, though he may "agai n" becone an Active Participant



after he ceases being a Disabled Participant. In short, one
cannot si nul taneously be both an Active Participant and a
Di sabl ed Participant within the nmeani ng of the Pension Plan.
Because the parties agree that Martorana is a D sabl ed
Partici pant, he cannot be an Active Participant.

As a Disabled Participant who was eligible for benefits
under the Pension Plan, Martorana was entitled to receive a
Disability Retirenment Pension "equal to his Accrued Mnthly
Pensi on on the date of the onset of his disability."” Pension
Plan 8 4.02, at 52. Martorana's Accrued Monthly Pension equal s
"$0. 0375 per Cass | Contribution Hour and $0. 0260 per Cass ||
Contribution Hour." Id. 8 3.01(c). Regardless of their "d ass,"
Contribution Hours are "the nunber of hours [a person] worked at
Covered Enploynent . . . for which the contributions due the
Pensi on Fund were nade." |d. 8 1.05. Although participants do
earn Credited Hours while receiving Wrkers' Conpensation, see
id. 8 1.07(c), they accrue no Contribution Hours -- and thus earn
no additional Disability Retirenent Pension benefits -- during
t hose peri ods.

Martorana's claimto disability pension credit for the
time he received Wirkers' Conpensation confl ates the Pension
Plan's Credited Hours and Contribution Hours. [Indeed, he admts

this point by arguing that "[t]here is no distinction between

‘credited hours' and 'contribution hours."" Pl.'s Mem Supp.

Mot. Summ J. at 7 (enphasis in original). Aside fromthe plain
| anguage of the Pension Plan -- which clearly distinguishes

bet ween Credited Hours and Contri bution Hours in Sections 1.05
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and 1.07 -- the Plan's basic purpose and structure depend upon
mai ntai ni ng i nviolate the boundary between Credited Hours and
Contribution Hours. As defense counsel cogently articul ates, the
Pensi on Plan uses Credited Hours to determ ne which participants
are "Active" and therefore eligible for benefits, while it bases
its calculation of the anbunt of benefits on each eligible
participant's Contribution Hours. See Def.'s Mem Supp. Mot.
Summ J. at 2-4.

To reiterate, the Pension Plan differentiates between
Credited Hours and Contribution Hours. While participants accrue
Credited Hours for the tinme they receive Wrkers' Conpensati on,
they do not accrue Contribution Hours during that period.
Because only Contri bution Hours affect a participant's Disability
Retirenment Pension benefit, the Board did not act arbitrarily or
capriciously when it refused to include the tine that Martorana
recei ved Wirkers' Conpensation in its calculation of his

disability pension.

2. The Welfare Pl an

In addition to challenging the Board's denial of
addi tional disability pension benefits, Martorana asserts that
t he Board has denied him"the benefit of his health coverage,"”
Conpl. T 32, which we interpret as a reference to the Board's
deci sion to apply paynents on his clains for health benefits to

hi s "outstandi ng bal ance," rather than to pay himdirectly, ’ see

" Martorana does not claimthat the Board erroneously
cal cul ated the amount of benefits to which he was entitled.
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Def.'s Mot. Summ J. Ex. S. The Board argues that it conplied
with the Wlfare Pl an when processing Martorana' s clains and that
it was entitled to use the anbunts due to himon those clains to
of fset the $4,400 that Martorana owed as unpaid contributions to
the Welfare Plan. To deci de whether the Board's actions were
arbitrary and capricious, we consider the Welfare Plan's terms. ®
The Welfare Plan provi des a Conprehensi ve Maj or Medi cal
benefit® to Covered Persons not eligible for Medicare. ** Wlfare
Plan at 35. A Covered Person is soneone who "establishes and
mai ntains eligibility under the terns of the Plan,” and each
Covered Person can be classified as an Active Enpl oyee, an
Apprentice, a Retiree, or a Dependent. |d. at 13. Because the
Wel fare Plan establishes classes of Covered Persons only to
di stingui sh between the criteria that nenbers of each class nust
neet to becone eligible for benefits, no individual could
si mul taneously be a nenber of nore than one cl ass.

An Active Enployee is "an individual who is working, or

actively seeking work, in the steanfitting trade . . . and on

8 Because neither party has submitted the terns of the
formal Welfare Plan, we rely on the Summary Pl an Descri ption,
whi ch both parties apparently believe accurately sunmarizes the
Wl fare Plan. See Pl.'s Mot. Summ J. Exs. A, E, F; Def.'s Mbdt.
Surm J. Ex. D

® For these purposes, we need not describe the
Conpr ehensi ve Maj or Medi cal benefit because Martorana contests
only how the benefit was paid, not the anount that was paid.

% According to the Board's counterclaim Martorana was
not eligible for Medicare until Novenber of 1996. Beginning in
that nonth, Martorana was Medicare eligible. See Answer 9 67-
68, at 9. Martorana never answered the counterclaim so we
consi der these facts undi sputed.
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whose behal f contributions are required to be nade to the Fund.™
Wl fare Plan at 13. The Welfare Plan al so cl asses as Active
Enpl oyees those individuals who woul d "ot herwi se be consi dered .

Active Enpl oyee[s] except for a Tenporary Disability.” 1d.
To remain eligible for Welfare Plan benefits, Active Enpl oyees
"must work at | east 300 hours in Covered Enploynent in each Wrk
Quarter."™ 1d. at 15. Even when not actually working, Active
Enpl oyees on Tenporary Disability receive credit of "3.4 hours
for each day on Tenporary Disability (including any period when .

collecting . . . Wrkers' Conpensation benefits)." ™ 1d.
Active Enpl oyees who maintain their eligibility need not
contribute to the Wlfare Plan to receive benefits. *

A Retiree is "an individual who retires with a Nornmal,

Early or Disability Retirenent Pension"” fromthe Pension Plan.
Welfare Plan at 13. One who becones a Retiree after January 1
1992 automatically qualifies for Welfare Plan benefits, but he
nmust contribute "$50.00 per nmonth toward the cost of providing
such coverage in order to remain covered under the Plan, unti
such tinme as [he] becones eligible for Medicare coverage."” 1d.

at 19. Mor eover, Retirees nust contribute an additional "$50.00

1 According to this fornula, an individual who
recei ved Workers' Conpensation while on Tenporary Disability
woul d receive credit for working approximately 100 hours per
nont h, or 300 hours per quarter. The Welfare Plan uses this
"credit" only to determ ne whether an Active Enpl oyee on
Tenporary Disability is eligible for benefits. Once deened
eligible, the precise anount of the credit has no effect on the
guant um of benefits received.

2 W note that all Active Enployees under the Wl fare
Pl an are not necessarily Active Participants under the Pension
Pl an, and vice versa.
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per nonth toward the cost of providing such coverage for non-
Medi care-eligi ble Dependent(s) . . . in order to naintain the
eligibility of such Dependents” for Wl fare Plan benefits. 1d.
The Board may termnate a Retiree's Welfare Plan coverage if he
fails to make "tinely paynent of the required contribution for
continuation of coverage." 1d. at 22.

The Board concedes that Martorana is eligible for
Wel fare Plan benefits, including the paynent of $300.00 in clains
that he submtted. See Def. Mdt. Summ J. Ex. S. The parties
di spute, however, whether Martorana is eligible for benefits as
an Active Enpl oyee, whomthe Plan does not require to contri bute,
or as a Retiree, fromwhomthe Plan requires contributions. To
be precise, this dispute concerns Martorana's status only during
the period between October of 1994 and Decenber of 1999, that is,
during the tinme between when Martorana becane eligible for a
Disability Retirenment Pension and when he consi dered hinself
retired.

Pointing to the Welfare Plan's definition of a Retiree
as "an individual who retires with a . . . Disability Retirenent
Pensi on,"” the Board argues that Martorana becane a Retiree in
Cct ober of 1994 because he then becane entitled to a Disability
Retirement Pension. The definition, however, fails to specify
whet her one retires "with" a disability pension on the date when

the Board determ nes that a participant is eligible for a

13 Martorana believes that he did not retire until
Novenber 1, 1999, the date on which he received his "retiree
union card." See Pl.'s Mot. Summ J. Ex. D
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Disability Retirenment Pension or on the date fromwhich the Board
agrees to pay the Disability Retirenent Pension. In this case,
the Board had determ ned, by at |east Decenber 15, 1999, that
Martorana was entitled "pension benefits retroactive from and
after Cctober 1, 1994." See Def.'s Mot. Summ J. EX. |. Thus,
the plain | anguage of the Welfare Plan constrains the Board to
find that Martorana retired "wth" his pension benefit in either
Cctober, 1994, or Decenber, 1999, but it offers no guidance in
choosi ng between these possibilities.

In the end, the Board interpreted the Welfare Plan to
mean that Martorana becane a Retiree in October of 1994, and we
must accept that interpretation unless "it is wthout reason,
unsupported by the evidence or erroneous as a matter of law "

Mtchell v. Eastman Kodak Co., 113 F.3d 433, 439 (3d Gr. 1997)

(quotations and citations omtted).

Based on the definitions of Active Enpl oyee and
Retiree, we conclude that the Board had anple reason to consider
Martorana a Retiree as of Cctober, 1994. Apart froma narrow
exception for those on Tenporary Disability, the Wlfare Pl an
i ncl udes anong Active Enpl oyees only those "on whose behal f

contributions are required to be made to the Fund." ' Wlfare

' The welfare Plan does not define "Tenporary
Disability," but we construe it to nmean a disability lasting
fewer than six nonths because the Pension Plan provides
Disability Retirenment Pension "beginning on the first day of the
nonth follow ng the sixth nonthly anniversary of the onset of .

disability." Pension Plan 8 4.02, at 52. W rely on Pension
Pl an | anguage in construing the term"Active Enployee" under the
Wel fare Plan because the Welfare Pl an di stingui shes between
Active Enployees and Retirees and defines a Retiree as one who
(continued...)
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Plan at 13. Because others contribute on their behalf, the

Wel fare Plan does not require Active Enpl oyees to contribute
personally. On the other hand, the definition of "Retiree" is
broad enough to include individuals on whose behal f no ot her
person nmakes contributions, so the Wl fare Plan requires Retirees
to make their own contributions. |In short, the Wlfare Pl an
requires contributions for Active Enployees and for Retirees.
When no enpl oyer contributes on behalf of a fornmer Active

Enpl oyee, the Board coul d reasonably concl ude that the individua
had becone a Retiree who nust contribute for hinself.

In this case, the Social Security Adm nistration
determ ned that Martorana becanme disabled on March 21, 1994, so
we infer that, on that date, he stopped working and his forner
enpl oyer ceased contributing to the Welfare Pl an. Because the
parties agree that Martorana received Wl fare Pl an coverage after
his former enployer stopping contributing and a reasonabl e
interpretation of the Plan requires that contributions cone from
ei ther an enpl oyer or the Covered Person, we hold that the Board
did not act arbitrarily or capriciously in determ ning that
Mart orana becane a Retiree in Cctober, 1994.

Despite the deference due the Board, Martorana insists
that two docunents establish that it acted arbitrarily and

capriciously by treating himas a Retiree before Decenber, 1999.

(... continued)
receives benefits under the Pension Plan. See Wl fare Plan at
13. It is undisputed that Martorana's disability |asted | onger
than six nonths, so the Welfare Plan's inclusion of the
tenporarily disabled anong Active Enpl oyees is not rel evant here.
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First, Martorana relies on his Annual Pension Statenent (the
"Statenent"), which shows 100 hours of "Disability Credit" for
the nonths of April, May, and June of 1994. See Pl.'s Mt. Summ
J. Ex. G Because only Active Enpl oyees receive such credit
under the Welfare Plan, see supra note 11, Martorana
characterizes the Statenent as an "adm ssion" that he was an
Active Enpl oyee at | east during the second quarter of 1994. See
Pl."s Mem Supp. Mot. Summ J. at 8. Even if the Board

consi dered Martorana an Active Enployee until June, 1994, ** that
classification would not render arbitrary and capricious its

deci sion that he became a Retiree in October of 1994.

> Rather than admit that it considered Martorana an
Active Enployee until June of 1994, the Board attributes the
Statenment's nention of "Disability Credit" to a "clerical error”
that affected "many nenbers of the Plan,"” but was "never
considered in cal cul ati ng any pension anounts for any Pension
Fund beneficiary.” Second Diviny Aff. 1 3, 4. As an
alternative reason for not relying on the Statenent, we hold that
no reasonable fact-finder could refuse to accept the Board's
expl anation of "clerical error.”™ First, the Statenent purports
to concern benefits under the Pension Plan, but no provision of
the Pension Plan provides "Disability Credit"” of 100 hours per
nonth while a participant receives Wrkers' Conpensation. To be
sure, participants in the Pension Plan receive 4.2857 Credited
Hours for each day that they receive Wrkers' Conpensation, see
Pension Plan 8 1.07(c), but such "credit" averages about 130
hours per nonth. Mreover, Credited Hours affect a participant's
eligibility for Pension Plan benefits. They are not used to
cal cul ate the anmount of a participant's Pension Plan benefit, and
t hey have no rel evance whatsoever to the Welfare Plan. 1In short,
a reasonabl e finder of fact would conclude that the references to
"Disability Credit" on the Statenent resulted froma clerk's
erroneous reliance on the Welfare Plan's terns when generating
Pensi on Plan statenents. This type of error affects neither the
Disability Retirement Pension benefit to which Martorana is
entitled under the Pension Plan nor the class of Covered Person
to which the Board's interpretation of the Welfare Plan assigns
hi m
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In addition to the Statenent, Martorana relies upon a
Novenber 1, 1999 letter with which he received his "retiree union
card.” See Pl.'s Mot. Summ J. Ex. D. This letter allegedly
proves that he did not becone a Retiree until at |east Novenber,
1999. dassification as an "Active Enpl oyee" under the Wl fare
Pl an does not, however, depend upon whet her an individual has
received his retiree union card. Mreover, Mrtorana received
his retiree union card directly fromthe Union, not fromthe
Board, and Martorana fails to explain how the Union's
correspondence denonstrates that the Board interpreted the
Welfare Plan's use of "Retiree" arbitrarily and capriciously.

Because he was a Retiree, the Plan required Martorana
to make $4,400.00 in contributions between Cctober of 1994 and
Decenber of 1999. When he failed to nmake the required
contributions, the Board could have term nated his benefits. See
Welfare Plan at 21-22. Instead, it chose to continue providing
benefits, but to apply any paynents due under the Welfare Pl an
toward reduci ng the outstanding bal ance. See Def.'s Mt. Summ
J. Ex. S. Though the Welfare Plan does not explicitly authorize
the Board to withhold paynents to of fset past-due contributions,
it was not arbitrary and capricious to retain the paynents
because Martorana had refused earlier demands for the overdue
contributions, leaving offsets and costly litigation as the only
avail abl e coll ection strategies.

The Board did not act arbitrarily and capriciously in
calculating Martorana's Disability Retirenment Pension benefit or

in using the paynents due under the Welfare Plan to of fset
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contributions that he owed. Therefore, we shall enter summary

j udgnent on Martorana's clains in favor of the Board.

B. The Board's Counterclaim

The Board al so seeks sunmary judgnent on its
count ercl ai m agai nst Martorana for the remaining $4, 100. 00 t hat
he still owes in contributions to the Wlfare Plan, after
adjusting for the clains on which the Board validly wthheld
paynment. Al though the Board does not specify a |l egal theory upon
which it bases its counterclaim we read its pleading as a
quantum meruit claim ' Thus, we treat the Board' s counterclaim
as though it had alleged specifically that allowing Martorana to
remai n covered under the Wl fare Plan w thout making the required
contributions would unjustly enrich him

To recover for unjust enrichnent, a claimant nust prove
that (1) the claimant conferred benefits on the other party; (2)
t he recipi ent appreciated such benefits; and (3) the recipient

accepted and retained the benefits under such circunstances that

1 "Quantummeruit is a quasi-contractual remedy in

which a contract is inplied-in-law under a theory of unjust
enrichment; the contract is one that is inplied in |law, and
an actual contract at all.'" Hershey Foods Corp. v. Ralph
Chapek, Inc., 828 F.2d 989, 998 (3d Cir. 1987) (quoting Ragnar
Benson, Inc. v. Bethel Mart Associates, 454 A 2d 599, 603 (Pa.
Super. Ct. 1982)). The counterclaimcould not proceed on a
breach-of -contract theory because Martorana never agreed to nake
the "required” contributions. The Welfare Plan inposes

obl i gations upon the Board, and the Plan's requirenents of
Covered Persons Iimt the Board' s obligations. Still, the

requi renments are not independently enforceabl e agai nst Covered
Persons. The Board could have term nated Martorana's coverage
for failure to make the required contributions, see Wlfare Plan
at 21-22, but his failure to contribute does not constitute a
breach of contract.

not
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it would be inequitable or unjust for the recipient to retain the

benefits w thout paynent of value. See Allegheny Gen. Hosp. v.

Philip Morris, Inc., 228 F.3d 429, 447 (3d Gr. 2000). Here, the

Board conferred on Martorana the benefit of Welfare Plan coverage
to which he was not entitled w thout nmaking the required
contributions. Martorana clearly appreciated this benefit
because he submtted clains for reinbursenent of nedi cal expenses
pursuant to the Welfare Plan. See Def.'s Mdt. Summ J. Ex. S.
Finally, it would be inequitable and unjust for Martorana to
receive Welfare Plan coverage w thout making the contributions
that the Plan requires all Retirees to make. ! Thus, we shall
grant summary judgnment in favor of the Board on its quantum

meruit counterclaim

C. Attorney's Fees and Costs

Mart orana and the Board have both requested that we
award attorney's fees under 29 U S.C. 8§ 1132(g)(1). See Conpl. |
29; Answer at 5. Under that statute, "the court inits
di scretion may allow a reasonable attorney's fee and costs of

action to either party." See also Skretvedt v. E.I. Dupont De

Nermours & Co., 268 F.3d 167, 185 (3d Cir. 2001) (enphasizing the

district court's discretion). Wen considering requests for
attorney's fees and costs under 8§ 1132(g) (1), we must consider
the followng factors: "(1) the offending parties' culpability or

bad faith; (2) the ability of the offending parties to satisfy an

" There is no dispute that the Board properly
cal cul ated the amount due, $4, 100. 00.
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award of attorneys' fees; (3) the deterrent effect of an award of
attorneys' fees against the offending parties; (4) the benefit
conferred on nenbers of the pension plan as a whole; and (5) the

relative nerits of the parties' position.”™ MPherson v.

Enpl oyees' Pension Plan of Am Re-lnsurance Co., 33 F.3d 253, 254
(3d Cir. 1994).

At the outset, we note that the Board prevailed on al
clains involved in this litigation. As the prevailing party, it
cannot be liable to Martorana for attorney's fees and costs.

Whet her Martorana is liable to the Board depends on a careful
bal anci ng of the five MPherson factors.

Al t hough Martorana failed to prove his case, we hold
that he did not act in bad faith because "bad faith normally
connotes an ulterior notive or sinister purpose.” MPherson, 33

F.3d at 256; see also Ford v. Tenple Hospital, 790 F.2d 342, 347

(3d Gr. 1986) (using "harassnent or delay" as exanpl es of
ulterior notives). Martorana's brought this lawsuit for
| egiti mate purposes -- to recover benefits that he believed the
Board owed him not to harass the Board or for sone other
sinister purpose. See Martorana Aff. 1Y 3-5 (describing the
"firm' beliefs that Martorana reached after reading the Plans).
The record does not contain sufficient evidence for us
to eval uate whether Martorana coul d pay an award of reasonable
attorney's fees and costs. W sinply do not know Martorana's
precise financial condition, and we cannot specul ate on the
attorney's fees and costs that the Board incurred during this

litigation. Fromthe record now before us, it appears that the
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parties engaged in very limted discovery, so the Board probably
incurred nost of its attorney's fees and costs in preparing its
notion for sunmmary judgnment and its response to Martorana's
nmotion for sunmary judgnment. It seens |ikely that these fees and
costs are not |large and that the Board could recoup them by
reducing Martorana's nonthly Disability Retirement Pension by an
af fordabl e amount for a few years. ™ Qur hunches

notw t hstanding, we wll not nake a final finding as to
Martorana's ability to pay at this tine.

The third factor that we nust consider is the deterrent
effect of an award of attorney's fees in a case |like this one.
Two i ssues conplicate our consideration of this factor. First,
the technical |egal |anguage contained in conplicated enpl oyee
benefit plans may often confound the | ay person. Second,

Mart orana asserted cl ainms under both the Pension Plan and the
Wl fare Pl an.

We believe that Martorana, who is untrained in the | aw,
coul d reasonably believe that the Pension Plan entitled himto
addi tional disability pension benefits based on the tinme when he
recei ved Wirkers' Conpensation. Wile plain to a | awer reading
the Pension Plan's definitions, the distinction between Credited
Hours and Contri buti on Hours woul d not be obvious to nost |ay
persons. Thus, we do not fault Martorana for pursuing his

appeals to the Board. The Board, however, repeatedly expl ained

' Martorana currently receives $1,579.27 per nonth, or
$18, 951. 24 per year, for his Disability Retirenent Pension.
First Diviny Aff. § 27.
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its interpretation of the Pension Plan to Martorana in witing.
See Def.'s Mot. Summ J. Ex. C, O These letters put Martorana
on notice of the critical distinction between Credited Hours and
Contribution Hours, even if he had not noticed the difference on
hi s own.

After Martorana's attorney becane involved in this
case, he surely should have read the Pension Plan before filing
the conplaint. Even a cursory review wuld have discl osed that
the Plan explicitly distinguishes between Contribution Hours and
Credited Hours. Conpare Pension Plan 8 1.05 with Pension Plan 8§
1.07. Despite the clarity, plaintiff's counsel inexplicably

insists that "[t]lhere is no distinction between 'credited hours'

and 'contribution hours."" Pl.'"s Mem Supp. Mdt. Summ J. at 7

(enphasis in original). Mreover, the | awer should have
realized that the arbitrary and capricious standard of review
required Martorana to make a particularly strong show ng, one
whi ch he could not reasonably expect to make given the clarity of
the Pension Plan | anguage. W believe that awarding the
attorney's fees and costs incurred in defending Martorana's cl aim
for additional disability pension benefits serves the socially
useful purpose of deterring simlar unfounded clainms that consune
courts' limted resources.

Though we al so rejected Martorana's argunent that the
Welfare Plan did not require himto nake contri butions for the
peri od between Cctober, 1994 and Decenber, 1999, his Wl fare Pl an

clains were not as patently frivolous as his Pension Plan clains.
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We, therefore, conclude that there is no need to deter clains
i ke the ones that Martorana rai sed based on the Wl fare Pl an.

McPherson's fourth factor | ooks to the benefit that
awarding attorney's fees and costs would confer on all nenbers of
the enpl oyee benefit plan. W infer that the Board pays its
attorney's fees and costs fromthe funds that it adm nisters, so
-- to the extent that it can recoup these expenses -- it could
provi de additional benefits or reduce the contributions that it
requires from Covered Persons. These benefits, though perhaps
nodest, counsel in favor of awarding attorney's fees and costs to
t he Board.

As the fifth factor, we consider the relative nerits of
the parties' positions in the litigation. Having already noted
that the Board prevailed on all counts and that Martorana's
Pension Plan clainms were without nerit, we find w thout
hesitation that this factor weighs in favor of granting the Board
its attorney's fees and costs.

Al t hough Martorana did not act in bad faith, we believe
that the deterrent effect of an award, the benefit of an award to
ot her Plan nenbers, and the relative nerits of the parties'
posi ti ons outwei gh the absence of bad faith. Thus, we shall
award to the Board the reasonable attorney's fees and costs
associ ated with defending Martorana's Pension Plan clains. To
arrive at the precise figure, we shall require the Board to
submt evidence of the attorney's fees and costs that it incurred
inthis litigation. After determ ning which of these expenses

are reasonable, we shall enter judgnent for fifty percent of the
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reasonabl e attorney's fees and costs because approxi mately half

of this case involved Martorana' s Pension Plan clai ns.

Concl usi on

Because the Board did not act arbitrarily or
capriciously in denying the benefits that Martorana requested
under the Pension and Welfare Plans, we shall grant the Board's
notion for sunmmary judgnent and deny Martorana's notion for
summary judgnent. W shall also grant summary judgnent to the
Board on its counterclaimfor quantumneruit. Finally, we shal
award to the Board one-half of the reasonable attorney's fees and
costs that it incurred during this litigation.

An Order follows.
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IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

M CHAEL MARTORANA ) ClVIL ACTI ON

THE BOARD OF TRUSTEES OF

STEAMFI TTERS LOCAL UNI ON 420

HEALTH, WELFARE AND PENSI ON

FUND and STEAMFI TTERS LOCAL

UNI ON 420 ) NO. 03-1029

ORDER

AND NOW this 22nd day of Decenber, 2003, upon
consi deration of defendant's notion for sunmary judgnent (docket
entry # 8), plaintiff's notion for sunmary judgnent (docket entry
# 11), and defendant's response, and in accordance with the
acconpanyi ng Menorandum it is hereby ORDERED t hat:

1. Def endant's notion i s GRANTED;

2. Plaintiff's notion is DEN ED,

3. As to all counts in the conplaint, JUDGVENT | S
ENTERED i n favor of defendant The Board of Trustees of
Steanfitters Local Union 420 Health, Welfare, and Pension Fund



and Steanfitters Local Union 420 and agai nst plaintiff M chael
Martorana in the amount of one-half of defendant's reasonabl e
attorney's fees and costs, as the Court shall determ ne by future
O der;

4. As to the counterclaim JUDGVENT | S ENTERED in
favor of defendant The Board of Trustees of Steanfitters Local
Uni on 420 Health, Welfare, and Pension Fund and Steanfitters
Local Union 420 and against plaintiff Mchael Martorana in the
anmount of $4,100. 00;

5. By January 5, 2004, defendant shall FILE a notion
for reasonable attorney's fees and costs;

6. Plaintiff may FILE objections to defendant's
notion for reasonable attorney's fees and costs by January 20,
2004; and

7. Def endant nmay FILE a response to plaintiff's

obj ections by January 27, 2004.

BY THE COURT:

Stewart Dal zell, J.
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