UNI TED STATES DI STRI CT COURT
NORTHERN DI STRI CT OF GEORG A
ATLANTA DI VI SI ON

DOCTOR' S HOSPI TAL OF AUGUSTA,
I NC., Assignee of Candace A
Murray, deceased,

Plaintiff, ClVIL ACTI ON
V. NO. 1:02-CV-3165- CAP

HORTON HOMES, | NC.,

Def endant .

ORDER
Currently before the court are a supplenmental brief [Doc.
No. 101] filed by the defendant Horton Hones, Inc., (“Horton
Hones”) and a nmotion to anend the court’s Septenber 28, 2005,
Order [Doc. No. 99] filed by Horton Hones.

| . Fact ual Background and Procedural History

This action involves an enpl oyee benefit health care pl an
(“Plan”) established by Horton Homes. The Pl an was established
under and governed by the Enployee Retirement |Inconme Security
Act of 1974, 29 U S.C. § 1001, et. seq. ("ERISA"). Doct or s
Hospital’s clainms arise from nedical treatnment received by a
m nor child, Candace Murray, fromJune 8, 2001, until her death
on July 21, 2001. Doctors Hospital brings this action as the
assignee of a claimfor healthcare insurance benefits arising

fromthe nedical care of Ms. Mirray.



At the time of Ms. Murray's hospitalization, her father,
Li nton Franklin, was an enpl oyee of Horton Hones. M. Franklin
began his enployment with Horton Homes on Septenber 27, 1999.
Horton Homes adm nistered a self-funded nedical benefit plan
which it offered to its enployees. The Plan extended coverage
t o dependant children of Horton Honmes enpl oyees. Shortly after
beginning his job with Horton Homes, M. Franklin enrolled Ms.
Murray in the Plan as his dependant daughter.

On June 8, 2001, Ms. Murray was adnmtted on an emergency
basis to Doctors Hospital with a diagnosis of septic shock. At
the time of her hospitalization, Ms. Miurray was listed as a
beneficiary of the Plan with lifetine nedical benefits of
$999, 887. 00 available. On June 11, 2001, a Doctors Hospital
enpl oyee verified Ms. Mirray’'s coverage through third-party
adm ni strator ACS Benefit Services, Inc. (“ACS"). Doctors
Hospital subsequently received a form verifying Ms. Mirray’s
coverage under the Plan. Doctors Hospital further asserts that,
during Ms. Murray’s hospitalization, her coverage was verified
t hrough ACS on ten separate occasions.

Utimately, during her hospitalization, Ms. Miurray incurred
nmedi cal expenses of $924,089.52. After Ms. Miurray’s death,
Doctors Hospital submtted these charges to ACS. On Novenber 9,

2001, Kim Brewer, ACS s Vice President of Clainms, approved a



letter to the hospital denying the claim for M. Mirray’s
treat ment. The letter denied coverage for Ms. Murray on the
grounds that she failed to neet the dependancy requirenment for
eligibility under the Plan because she was not “principally
dependent” upon M. Franklin for financial support.

Doctors Hospital initiated this actionin the Superior Court
of Fulton County, Georgia, on October 18, 2002. On Novenber 21,
2002, Horton Homes renoved the present case to this court based
on Doctors Hospital’s ERISA clains. Subsequent to renoval
Doctors Hospital filed its anmended conplaint setting forth
claims for breach of contract, prom ssory estoppel, and bad
faith and seeking attorney’s fees. Doctors Hospital brought its
breach of contract claim pursuant to ERI SA. The remaining
clainms were brought solely under state | aw.

On January 27, 2005, this court issued an order on the
parties’ cross notions for summry judgnent [Doc. No. 88]. I n
that order, the court granted sunmmary judgnent in favor of
Horton Hones on all state |law clainms and denied both parties’
nmotions for summary judgnent as to the ERI SA cl ai ns.

Hort on Honmes has filed a nmotion to reconsider the denial of
its motion for summary judgnent [Doc. No. 90]. This court
i ssued an order granting in part and denying in part the notion

for reconsideration [Doc. No. 98]. In that order, the court



found that Horton Hones was wrong in its conclusion that Ms.
Murray was not principally dependent upon her father. The court
recogni zed that it nust next determ ne whether the clains
adm ni strator’s wong i nterpretation was nonet hel ess reasonabl e.
As set forth in the Septenber 28 Order, Horton Hones’ insurance
is self-funded, and, therefore, the court nust consider this
conflict of interest in making the reasonabl eness determ nati on.
Thus, the court all owed Horton Honmes the opportunity to present
evidence to establish that its wong deci sion was not tainted by
self-interest. The briefs related to this issue are currently
before the court.

1. St andard of Revi ew

Because of the conflict of interest created by Horton Homes
sel f-funded insurance program the <court nust apply the
hei ghtened arbitrary and capricious standard of review in
deci di ng whether Horton Hones’ interpretation (that Ms. Mirray
was not principally dependent upon her father) was reasonabl e.

HCA Health Services of Georgia, |Inc. v. Enployers Health

| nsurance Co., 240 F.3d 982, 994 (11th Cir. 2001). “Under the
hei ghtened arbitrary and capricious standard of review, the
burden shifts to the clains adm nistrator to prove that its
interpretation of the plan is not tainted by self-interest.”

ld. at 994-95 (citations omtted). “The adm nistrator can carry



t hi s burden by denonstrating the thoroughness and evenhandedness
with which the clainms review process was conducted. Evidence of
procedural anomalies, reversing an initial grant of benefits
wi t hout receiving additional evidence, self-serving selectivity
in the use of evidence, or an apparent bias in decision-mking
to the benefit of the insurer are all relevant factors in
assessi ng whether the decision-nmaking process was tainted by

self-interest.” Featherston v. Metropolitan Life Ins. Co., 389

F. Supp.2d 1302, 1317 (N.D. Fla. 2005).
11, Anal ysi s

Horton Hones contends that in denying Doctors Hospital’'s
claim Horton Homes acted in an evenhanded manner that was in
the best interest of the Plan’s participants and beneficiaries
as a class and without regard to self-interest. |In support of
this position, Horton Honmes directs the court to the foll ow ng
evi dence:

(1) The claimwas initially denied by ACS, a third-
party adm ni strator;

(2) A further investigation was initiated to learn
nore about Ms. Miurray’s sources of incone;

(3) M. Hicks statenment that, had he believed Ms.
Murray was eligible for benefits under the Plan, he
woul d have reversed the ACS denial; and

(4) the denial of the claim advanced the best
interests of Plan participants and beneficiaries as a
cl ass.



The court will consi der each of these factors i n determ ning
whet her the decision that M. Mrray was not principally
dependent upon her father was motivated by bias and self-
i nterest.

ACS, a separate and i ndependent entity acting as a third-
party adm nistrator for Horton Honmes, initially denied Doctors
Hospital’s claim on the ground that M. Mirray was not an
eligible dependent child. See Ex. 1 to Hicks' Second Decl. (Ex.
A to Horton Hones’ Supplenmental Brief) [Doc. No. 101].
According to Horton Honmes, the initial decision to deny Doctors
Hospital’s clai mwas based on the answers given by M. Franklin
in the Eligibility Information docunment. See Ex. 3 to Hicks’
Second Decl. (Ex. A to Horton Homes’ Supplenmental Brief) [Doc.
No. 101].

The court is unpersuaded by Horton Hones’ argunment that
“conpensation of ACS for its services as the Plan’s third party
adm ni strator was conpletely unaffected by whether ACS paid or
deni ed any claim regardless of the claims size.” [Doc. No. 101
at 7]. But the fact that the initial decision was nmade by a
third party does bolster Horton Homes’ claimthat the decision
was not based upon self-interest. Mor eover, the court notes
that the initial reason for denying the claimas well as the

factual basis underlying the denial have remai ned unchanged



t hroughout the entirety of this dispute. This denonstrates a
consi stency and evenhandedness that |ends credence to Horton
Homes’ position that the decision was not tainted by self-
i nterest.

Horton Hones has offered a declaration of R W Hicks, the
desi gnat ed Pl an Coor di nat or enpl oyed by Horton Homes, who states
that, while he believed the initial denial of Doctors Hospital's
claim by ACS was correct, he initiated a further investigation
to see what nore could be | earned about Ms. Murray’s sources of
financial support. See Ex. A to Horton Honmes’ Supplenenta
Brief [Doc. No. 101]. Thi s deci sion denpnstrates that, even
t hough he was in agreenent with the ACS decision, the clains
adm ni strator took an additional step to gather nore i nfornmation
to confirmthe validity of the denial.

The facts reveal ed during this investigation did nothing to
underm ne the decision that M. Mrray was not principally
dependent upon M. Franklin. For exanple, the investigation
showed that (at the time of her illness) Ms. Miurray resided with
her maternal grandnother, that her |odging had always been
furni shed by this grandnother or her nother, that Ms. Miurray’'s
not her received public assistance for Ms. Murray as one of her
m nor children, and that Ms. Mirray earned an average incone

from her part-time job in the amount of $223 per nonth. See



Hi cks' Second Decl. f 16 and Ex. 3 (Ex. A to Horton Homes
Suppl emental Brief) [Doc. No. 101]. MWhile the court, in prior
orders, has expressed its view that Horton Hones’ investigation
did not reveal the financial realities of Ms. Murray’ s life, the
facts gathered by the investigation nonethel ess weigh in favor
of the decision reached by Horton Homes. Therefore, because the
claims adm nistrator sought further investigation and the
information he received tended to affirmthe initial denial of
the claim this evidence supports a finding that Horton Hones’
deci sion was not tainted by self-interest.

I n his Second Decl aration, M. Hicks stated that he believed
in good faith that Ms. Murray was not principally dependent upon
M. Franklin because the facts did not establish that the
daughter received nore financial support fromM . Franklin than
fromany other source. Furthernore, when appealing the initial
denial of its claim Doctors Hospital presented no factual
evidence to establish that Ms. Murray was principally dependent
upon her father. Rather, Doctors Hospital argued that, because
Ms. Murray was a mnor child, she was by | aw a dependent of M.
Frankl i n. See Ex. 5 to Second Hicks Decl. (Ex. A to Horton
Homes' Suppl enental Brief) [Doc. No. 101]. Horton Hones
rejected this argunent because under Georgia |law the general

parental duty of financial support does not apply to a parent



like M. Franklin who is subject to a court order to pay a

specific amunt as child support. See Cdark v. Clark, 228 Ga.

838, 840, 188 S.E.2d 487, 498 (1972).

G ven the absence of evidence supporting a contrary finding
and the facts revealed by the investigation initiated by M.
Hi cks, M. Hicks' statenent of his good faith belief that ©Ms.
Murray was not principally dependent upon M. Franklin is upheld
by the facts. Thus, this evidence further supports a finding
t hat Horton Homes’ decision was based on a well-reasoned and
obj ective review of the facts before it at the tinme of the
deci si on.

Horton Homes next argues that its decision to deny Doctors
Hospital’s cl ai mbased upon Ms. Murray’s ineligibility advanced
the interest of the plan participants and beneficiaries as a
group. As pointed out by Doctors Hospital in response to Horton
Homes’ suppl enental brief, “the claimprovider cannot neet its
burden [of denpnstrating that its determ nation benefitted the
class of plan participants] sinply by asserting that its deni al
of coverage as to one clai mant benefits the plan participants to
the extent that there is nore noney available to pay out

‘worthier’ clains.” Burt v. Metropolitan Life |Insurance Co.,

Civil Action No. 1:04-CV-2376-BBM 2005 Lexis 22810, *41 (N.D



Ga. Sept. 16, 2005). Horton Homes has offered a nore conpl ex
argunment, however.

Hort on Hones asserts that its decision to pay benefits only
to those eligible to receive themunder the terns of the Plan is
its fiduciary duty under ERI SA Thus, according to Horton
Homes, Plan participants and beneficiaries would be harmed if
the clainms adm ni strator paid clains that all evidence indicated
were made by an ineligible claimant. In the instant case, as
set forth above, ACS and M. Hicks had evidence to establish
that Ms. Murray was not principally dependent upon her father
and no evidence to the contrary. Therefore, a decision to grant
the claim would have been harnful to the beneficiaries as a
group.

The above evi dence establishes that Horton Hones engaged in
a thorough and even-handed deci sion-nmaking process to resolve
the question of Ms. Murray’'s eligibility and to act in the best
interest of the Plan participants and beneficiaries. Therefore,
the court finds that Horton Honmes has carried its burden of
purging the taint of self-interest.

In response to Horton Hones’ supplenental brief, Doctors

Hospi t al correctly points out that “[e]ven when the
adm ni strator satisfies this burden, the claimnt my still be
successful if he can show by other nmeasures that the

10



adm nistrator's decision was arbitrary and capricious.” HCA

Health Services of Georgia, Inc., 240 F.3d at 995. Doct or s

Hospital, however, is unable to direct the court to any evi dence
of procedural anomalies, self-serving selectivity in the use of
evi dence, or any bias in decision-nmaking by Horton Hones.
Doctors Hospital does reference the fact that the decision
to deny the claimin this case was made despite the fact that
prior clainm had been paid on Ms. Murray’s behalf. This fact is
addressed by M. Hicks in his Second Decl arati on when he states
that, at the tine the Plan rei nbursed Georgia Medicaid between
$300 and $400 for nedical care provided to Ms. Murray in 2000,
no eligibility determnation was mde and the financial
i nformation used to nake the decision at issue here had not been
acquired. Hicks’ Second Decl. § 20 (Ex. A to Horton Hones
Suppl enental Brief) [Doc. No. 101]. While the court is troubled
by this seem ngly i nconsistent practice in clains adm nistration
by Horton Homes, the realities of the business world dictate
that a claim for $400 would receive far less scrutiny than a
claimfor nearly $1 mllion. The question here is whether the
scrutiny, when triggered by the large claim was applied in an
unbi ased and consi stent manner. Horton Homes has set forth
evidence that it was; Doctors Hospital has offered nothing to

rebut this evidence.
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Because Horton Homes has carried its burden of purging the
taint of self-interest, the court nmust afford deference to its
interpretation of the Plan, and Horton Hones’ deci sion nust be
upheld. 1In reaching this conclusion, the court has foll owed the
law of this <circuit regarding judicial review of an ERI SA-pl an
benefits denial. |In this case, the end result does not seemto
be a just and equitable resolution. A parent paid health care
prem unms on behalf of his child and had an expectation that the
child was covered under his insurance policy. But Horton Homes
pl aced a wel | -devi sed | oophole in its Plan that was not readily
apparent to the average enployee.! Judicial reviewas set forth
by ERI SA renders this court powerless to prevent this type of
result at the expense of working parents. Accordingly, Horton
Homes is unfortunately entitled to judgnment as a matter of | aw.

| V. Concl usi on

For the foregoing reasons, Horton Hones’ notion to anmend

this court’s Septenmber 28, 2005, Order [Doc. No. 99] is

' Much like the anti-assignnment clause Horton Hones
successfully used to avoid paynent to the doctors who treated
Candace Mur r ay during her | ast illness, Physi ci ans

Mul ti specialty G oup v. The Health Care Plan of Horton Hones,

Inc., 371 F.3d 1291 (11th Cir. 2004), the term “principally
dependent” is a condition inserted by Horton Hones to defeat
claims. “Principally dependent” is not a description commonly
used in divorce and child support orders to define parenta

obligations. See generally Dan E. McConaughey, Georgia Divorce,
Alinmony and Child Custody (2005 Ed. Thonson/ West) (note For s,
§27:52).
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DI SM SSED as nmpot and judgnment is entered in favor of Horton
Honmes. Because this order resolves all issues in this matter,
the Clerk of Court is DIRECTED to close this file.
SO ORDERED, this 1%t day of March, 2006.
/sl Charles A. Pannell, Jr.

CHARLES A. PANNELL, JR.
United States District Judge

13



