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

CROZER CHESTER MEDI CAL : ClVIL ACTI ON
CENTER )

V.
DEVON HEALTH SERVI CES, et al. ; NO. 07-2150

MVEMORANDUM AND ORDER

McLaughlin, J. August 16, 2007

Crozer Chester Medical Center (“Crozer”) has sued Devon
Health Services, Inc. (“Devon”), Health Adm nistrators, Inc.
(“HAI'"), and The Looms Co. (“Loom s”) for allegedly refusing to
honor various contracts obligating the defendants to pay Crozer
for healthcare services that it provided to WIIiam Sparks
(“Sparks”). The defendants have noved to dismss the plaintiff’s
conplaint, and the plaintiff has noved to remand the case to
state court. The Court wll grant the plaintiff’s notion and

deny the defendants’ notions as noot.

Backgr ound

In 1996, Crozer, a Pennsylvania corporation that
provi des nedical services to residents of Montgonmery County and

its surrounding areas, entered into a Provider Service Agreenent



(“Crozer-Devon Agreenent”) with Devon,! a Pennsylvania preferred
provi der organi zation. Under the Agreenment, Crozer agreed to
provi de healthcare services to Devon’s clients in exchange for
Devon’ s agreenent to nake paynent for such services. The
contract al so provided that Crozer agreed to be a nenber of
Devon’s Preferred Provider Network (“Devon’s PPN'). As a nenber
of Devon’s PPN, Crozer agreed to charge specific network billing
rates for care and treatnent of any Devon client that was seen
and treated.

On April 1, 2000, Devon and HAI, a third-party
adm ni strator of enpl oyee healthcare plans, entered into a
Net wor k Access Agreenent for Third-Party Adm nistrators (" Devon-
HAI Agreenent”). Under the Agreenent, HAI's subscribers were
permtted access to nedical care provided by nenbers of Devon’s
PPN. The contract al so specified that paynent for heal thcare
services provided to HAI's subscribers by nmenbers of Devon’s PPN
such as Crozer, would be nade directly by HAI, consistent with
the network billing rates outlined in the Crozer-Devon Agreenent.

As an enpl oyee of Duckrey Enterprises, Inc., Sparks was

provi ded health insurance through a self-insured nedical coverage

! The plaintiff alleges that at the time the contract was

si gned, Devon was named Anericare Health Services, Inc.

According to the plaintiff, Americare officially changed its nane
to Devon in 1997, and all existing contracts were nuaintained and
assuned, along with assets and liabilities.
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program adm ni stered by Devon and HAI. As a nenber of this
program Sparks was a client of Devon and a subscri ber of HAI

I n Novenber of 2002, Sparks was the victimof a hone
invasion that resulted in his sustaining life-threatening
injuries. Sparks was accordingly admtted to Crozer on Novenber
30, 2002, where he remained until Decenber 17, 2002. The nedica
costs associated with this treatnent total ed $450, 978. 54.

At the tine of his adm ssion to Crozer, Sparks was in a
coma and coul d not provide the hospital with his insurance
information. It was not until May of 2003 that Sparks provided
Crozer with his nedical coverage information. At this tineg,
Crozer began seeking reinbursenent from HAl and Devon for the
medi cal costs associated with Sparks’ treatnment. HAl initially
assured Crozer that its claimwould be processed quickly and
paynment woul d be forthcom ng. Despite these representations and
Crozer’s contention that it conplied with all requirenents and
conditions for reinbursenent, Crozer’s efforts to obtain
rei mbursenment were ultimtely unsuccessful

On June 26, 2007, Crozer filed the present suit in the
Court of Common Pl eas of Del aware County. The conpl ai nt contains
four clainms: breach of contract, prom ssory estoppel, unjust
enrichnment, and breach of inplied covenant of good faith and fair

deal i ng.



In the breach of contract claim Crozer alleges that
Devon has breached the Crozer-Devon Agreenent by refusing to pay
Crozer for the nmedical treatnent it rendered to Sparks. Crozer
further alleges that it is a third-party beneficiary of the
Devon- HAI Agreenent, which was breached when HAl refused to pay
Crozer for Sparks’ nedical treatnent.

In the prom ssory estoppel claim Crozer alleges that
it was reasonably induced to rely on Devon’s and HAl's
representations that the hospital would be paid for the nedical
services it rendered to Sparks, but that no paynent was ever
forthcom ng.

In the unjust enrichnment claim Crozer alleges that
Devon and HAlI were unjustly enriched as a result of their refusal
to pay Crozer for the nedical services provided to Sparks.

And finally, in the breach of inplied warranty of good
faith and fair dealing claim Crozer alleges that Devon and HAI
breached their inplied covenants of good faith and fair dealing
by i nappropriately and wongfully w thhol di ng paynent to Crozer
for services rendered under the Crozer-Devon and Devon- HAI
Agr eenent s.

The defendants renoved the suit to this Court, alleging
that the clains presented in the conplaint are conpletely
preenpted by the Enployee Retirenment |Income Security Act of 1974

(“ERISA’), 29 U.S.C. § 1001, et seq.



1. Analysis

The plaintiff argues that this matter should be
remanded to the Court of Common Pl eas because the conplaint does
not present a federal question that would support renoval. The
def endants respond by arguing that renpval was proper because (i)
the plaintiff’s conplaint does, on its face, present a federal
guestion, and (ii) the plaintiff’s clainms are conpletely
preenpted by ERISA. The Court agrees with the plaintiff that the
conpl ai nt does not present a federal question on its face and
that it is not conpletely preenpted by ERISA. The Court wll
accordingly remand the matter to the Court of Common Pl eas.

Def endant Devon argues that the existence of an ERI SA
benefit is an essential elenent of Crozer’s claimagainst Devon,
and therefore Crozer’s clains, as set forth on the face of the
conplaint, arise under federal |aw.

A civil action filed in state court nay be renobved to
federal court if the claim®“arises under” federal law. 28 U S. C

8§ 1441(b) (2006); Beneficial Nat'|l Bank v. Anderson, 539 U S. 1,

6 (2003). To determ ne whether a claimarises under federal |aw,
a court nust exam ne the “well-pl eaded” allegations of the

conpl aint and ignore possible defenses. [d. As a general rule,
a plaintiff is entitled to remain in state court if its conplaint

does not, on its face, allege a federal claim Pascack Valley

Hosp., Inc. v. Local 464A UFCW Wl fare Rei nbursenent Pl an, 388




F.3d 393, 398 (3d Cir. 2004). To support renoval, “[a] right or
immunity created by the Constitution or laws of the United States
must be an el enent, and an essential one, of the plaintiff’s

cause of action.” 1d. (quoting Franchise Tax Bd. of Cal. v.

Constr. Laborers Vacation Trust for S. Cal., 463 U S 1, 10-11

(1983)). Federal preenption is ordinarily a defense to a
plaintiff’s suit, and therefore it is typically not sufficient to
support renoval. See id.

In the present case, Crozer’s conplaint does not
present, on its face, a federal question. The conplaint does not
refer to ERISA, and the rights or immunities created under ERI SA
are not elenments of the plaintiff’s clains. The conpl ai nt
i nstead alleges four state conmon | aw causes of action that arise
out of various agreenents anong the parties. The possibility
that ERI SA's preenption provision, 29 U S.C. § 1144(a), may
preenpt these state law clains is not a sufficient basis for

renoval . See Pascack, 388 F.3d at 398.

The defendants argue that even if the conplaint does
not present a federal question on its face, Corzer’s clains are
neverthel ess conpletely preenpted by ERISA's civil enforcenent
mechani sm

Even where a wel | - pl eaded conpl ai nt does not present a
guestion of federal law on its face, the doctrine of conplete

preenption may support renoval. See Aetna Health, Inc. v.




Davila, 542 U.S. 200, 207-08 (2004). Conplete preenption
recogni zes that “Congress may so conpletely preenpt a particul ar
area that any civil conplaint raising this select group of clains

is necessarily federal in character.” Metro. Life Ins. Co. V.

Taylor, 481 U S. 58, 63-64 (1987). Thus, when a federal statute
conpletely preenpts state | aw causes of action, a state law claim
that comes within the scope of the federal cause of action is in
reality based on federal law. Davila, 542 U S. at 207. ERISAis
one of these statutes. 1d.

ERI SA's civil enforcenent nmechanism 8§ 502(a), “is one
of those provisions with such extraordi nary preenptive power that
it converts an ordinary state comon | aw conplaint into one
stating a federal claimfor purposes of the well-pl eaded
conplaint rule.” 1d. at 209. Causes of action that fall wthin
the scope of 8§ 502(a) are therefore renovable to federal court.
Id. In Davila, the Suprenme Court clarified the test that courts
must apply to determ ne whether a plaintiff’s clains are
conpletely preenpted by 8§ 502(a), thereby rendering the case
removabl e: a case is renovable only if (i) the plaintiff could
have brought its claimunder 8 502(a), and (ii) no other |egal

duty supports the plaintiff’s claim See Pascack, 388 F.3d at

401.
The Court concludes that the plaintiff could not have

brought its clains under 8 502(a) so the case is not renovable.



Section 502(a) of ERISA allows “a partici pant

or beneficiary” to bring a civil action,

inter alia, “to recover benefits due to him

under 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 ternms of the plan.” 29 U S.C. § 1132(a)(1)(B)

Id., at 400 (footnotes omtted). The defendants are neither
partici pants nor beneficiaries so they do not have standing to
sue in their own right.

The defendants argue that they have standi ng because
Spar ks assigned his rights to them The only evidence they
present in support of an assignnment is a form UB-92, a conputer-
generated formthe plaintiff is required to send with its bills
to Devon. There appears to be a “Y’ typed underneath a colum
headed “assi gnnent of benefits.”

In support of its notion to remand, the plaintiff has
submtted an affidavit fromthe plaintiff’s Corporate D rector of
Pati ent Access/Patient Financial Services who has been enpl oyed
by the plaintiff for twelve years. She states that Sparks was
admtted to the hospital as an unresponsive trauma patient. He
had no insurance information at the tinme. She states that at no
tinme did he, in witing or orally, assign any benefits to the
plaintiff. The boxes indicating an assignnent are automatically
checked off by a conputer program

The facts presented do not allow for a finding of an

assignment. There is no basis for a finding of a |egal or



equi tabl e assignnent. After full briefing, including

suppl enental briefs, and oral argunent, the defendants request
di scovery on the question of assignnment. This request is too
late and unlikely to lead to any finding of assignnent. The
Court makes this comment in view of the substantial, two year
l[itigation involving Sparks and the defendants in Sparks v.

Duckrey Enterprises, Inc. Health Adm nistrators, et al., Cvil

Action No. 05-2178. The defendants renoved on very weak evi dence
of assignnent. In any event, the tinme to determ ne whether there
was an assignment was before renoval. This case was renoved on
May 25, 2007, and the request for discovery was nade on August 8,
2007.

An appropriate order foll ows.



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

CROZER CHESTER MEDI CAL : ClVIL ACTI ON
CENTER )
V.
DEVON HEALTH SERVI CES, et al. ; NO. 07-2150
ORDER

AND NOW this 16th day of August, 2007, upon
consideration of the plaintiff’s Mdtion to Renmand (Docket No.
10), the defendants’ oppositions, the plaintiff’s responses
thereto, and after oral argunent held on July 19, 2007, IT IS
HEREBY ORDERED that said notion is GRANTED for the reasons stated
in the acconpanyi ng Menorandum and Order.

| T 1S FURTHER ORDERED that this case is remanded to the

Court of Common Pl eas of Del aware County.

BY THE COURT:

[s/ Nary A. MLaughlin
MARY A. McLAUGHLI N, J.




