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. | NTRODUCTI ON

This action arises fromthe crash of a Life Flight
hel i copt er owned and operated by Menori al - Her mann Heal t hcare

System and Menori al - Her mann Hospital System (collectively



“MHHS’). Al three WMHHS enpl oyees aboard the helicopter -
Charles Atteberry, Jr., John Pittman, Jr., and Silvia Lynn
Ethridge — perished in the crash. At the tine of their deaths,

t he enpl oyees were covered by MHHS ERI SA Cccupati onal Benefits
Plan (the “Occupational Benefits Plan”) which essentially

provi ded death benefits of $1,000,000 to the estate of the
deceased enpl oyee or, in the absence of a wll, to the enpl oyee’s
heirs at | aw.

Thi s appeal involves the clains of three separate
appel l ants, Dalinda Shelton (“Shelton”), MHHS, and Carol Pittman
(“Pittman”). Each of the disputes centers on the scope and
extent of MHHS cl ai ned subrogation rights foll ow ng the paynent
of death benefits pursuant to MHHS Cccupational Benefits Pl an.
More specifically, Shelton appeals the district court’s grant of
summary judgnent agai nst her and its conclusion that MHHS
subrogation right gives MHHS the right to control the prosecution
and settlenent of the clains of the Estate of Silvia Lynn
Ethridge (the “Ethridge Estate”). MHS appeals the district
court’s denial of its notion for summary judgnent with respect to
Ben Ethridge and its conclusion that MHHS i s not subrogated to
Ben Ethridge’s wongful death claimarising fromthe death of his
daughter Silvia Ethridge. Pittman appeals the district court’s
grant of partial sunmary judgnent against her — as well as its
subsequent denial of her notion for partial sunmary judgnment

against WVHHS — and its conclusion that MHHS i s subrogated to her



clains, both as an individual and as the independent executrix of
the Estate of John Linwood Pittman, Jr. (the “Pittnman Estate”)

Havi ng reviewed the record and considered the briefs and
argunents on appeal, we uphold the district court’s grant of
summary judgnent agai nst Shelton and its denial of MHHS notion
for summary judgnent with respect to Ben Ethridge. However, we
reverse the district court’s grant of sunmary judgnment agai nst
Pittman in her individual capacity.

1. STANDARD OF REVI EW

The parties agree that MHHS ERI SA Cccupational Benefits
Plan Adm nistrative Commttee (the “Adm nistrative Commttee”)
had di scretionary and final authority to interpret MHHS
Cccupational Benefits Plan and nake all necessary factual
findings. Wen a plan adm nistrator has such discretionary
authority, this Court applies an abuse of discretion standard.
Pickromv. Belger Cartage Serv., Inc., 57 F.3d 468, 471 (5th Gr.
1995). This Court reviews de novo the district court’s hol dings
regardi ng whether a plan adm nistrator has abused its discretion.
Threadgill v. Prudential Sec. Goup, Inc., 145 F. 3d 286, 292
(5th Gir. 1998).

[11. DI SCUSSI ON

A. Dalinda Shelton and Ben Ethridge

1. Factual and procedural history

On Decenber 23, 1999, MHHS paid a death benefit under its

Cccupational Benefits Plan in the anmount of $1, 050,816 to the



Et hri dge Estate through Dalinda Shelton; Shelton is Silvia

Et hri dge’ s sane-sex donestic partner, the personal representative
and i ndependent executrix of the Ethridge Estate, and the
princi pal beneficiary under Silvia Ethridge’s wll. Paynment of
the death benefit to the estate representative is consistent with
Article 8.2 of MHHS Cccupational Benefits Plan which states that
“[1]n the event of the Death of an Eligi ble Enployee, any Death
Benefits payabl e hereunder shall be paid to the personal
representative of the estate of the deceased Eligi bl e Enpl oyee
after the Adm nistrative Commttee receives appropriate
directions.”

At the tine the death benefit was paid, Shelton and the
Cccupational Benefits Plan Adm nistrator for MHHS entered into an
Acknow edgnent of Receipt of Benefits, Subrogation Rights and
Confidentiality Agreenment (the “Agreenent”). As part of the
Agreenent, Shelton recogni zed that she received funds from MHHS
Cccupational Benefits Plan and acknow edged that MHHS was
subrogated to the Ethridge Estate’s clains and causes of action.
The Adm nistrative Commttee subsequently determ ned that MHHS
subrogation rights gave it the right to pursue and settle the
Ethridge Estate’s clainms without the participation of Shelton as
the Ethridge Estate representative.

Ben Ethridge, for his part, denies receiving Occupational
Benefits Plan death benefits. In his deposition testinony, Ben

Et hri dge acknow edged recei pt of a share of the Qccupati onal



Benefits Plan death benefit, but stated that he received that
money not fromthe Cccupational Benefits Plan, but as a gift from
Shelton. Al though Ben Ethridge did not receive Cccupati onal
Benefits Plan death benefits, he did receive other insurance
proceeds resulting fromhis daughter’s death; those proceeds were
paid to himthrough separate insurance policies that are
different fromthe Occupational Benefits Plan that is at the
heart of the instant dispute. Specifically, Ben Ethridge
received |ife insurance and accidental death and di snmenber nent
i nsurance proceeds pursuant to a Beneficiary Designation Form on
which Silvia Ethridge designated both Ben Ethridge and Dal i nda
Shelton as her designated beneficiaries. At oral argunent, it
was conceded by MHHS that while the Beneficiary Designation Form
determ ned how the life insurance and acci dental death and
di snmenbernent insurance proceeds were to be paid out in the event
of Silvia Ethridge's death, it did not set forth how the death
benefit under MHHS COccupational Benefits Plan was to be
di sbursed.

The Adm nistrative Commttee determned that the Beneficiary
Desi gnati on Form governed the di sbursenent of the death benefit
under MHHS CQccupational Benefits Plan and that Ben Ethridge was
a designated beneficiary who recei ved Cccupati onal Benefits Pl an
nmoni es, albeit indirectly from Shelton. The Adm nistrative
Comm ttee concluded that because Ben Ethridge was a beneficiary

of Cccupational Benefits Plan death benefits, his wongful death



cause of action was subrogated to MHHS, which could then sue
third parties on Ben Ethridge's behal f.

MHHS filed suit against the third-party helicopter
manuf acturer on behalf of, inter alios, Ben Ethridge and the
Ethridge Estate. The district court subsequently permtted
Shelton and Ben Ethridge to intervene in the action. Shelton
claimed that as executrix of the Ethridge Estate, she had the
right to control the prosecution and settlenent of Silvia
Et hridge’s survival action. Ben Ethridge contended that his
wrongful death cause of action was not subrogated to MHHS because
he was not a recipient of Occupational Benefits Plan death
benefits and that, therefore, MHHS could not sue the helicopter
manuf acturer on his behal f.

WVHHS noved for summary judgnent agai nst Shelton, as
executrix and beneficiary, and against Ben Ethridge. The
district court granted WVHHS notion for summary judgnent with
respect to Shelton and concluded that MHHS, as subrogee, has the
authority to prosecute and settle the clains of the Ethridge
Estate wi thout the consent or participation of the Ethridge
Estate representative. The district court denied MHHS notion
for summary judgnent with respect to Ben Ethridge and concl uded
that Ben Ethridge’s clainms were not subrogated to WHHS because he
had not received Cccupational Benefits Plan death benefits.

Shel ton and MHHS subsequently appeal ed the judgnent of the

district court.



2. Shelton's clains

Because it is undisputed that WHHS is subrogated to the
Et hri dge Estate’s causes of action, the sole issue of contention
bet ween Shelton and MHHS is the neaning of the term “subrogation”
as used in the Cccupational Benefits Plan. Shelton contends that
the Admnistrative Commttee’s interpretation of the neaning of
subrogation anobunts to an abuse of discretion because MHHS
subrogation rights do not allow IVHHS the right to exclusively
control the Ethridge Estate’s causes of action w thout the
consent or participation of the Ethridge Estate representative.

We conclude that the Admnistrative Commttee's
interpretation of the neaning of subrogation is legally correct
under both an ordinary neaning analysis and the three-part test
this Court enploys to determne the |egal correctness of an ERI SA

pl an adm nistrative conmttee s determ nation

a. Ordinary neaning anal ysis

Subrogation is not defined in the Qccupati onal Benefits Plan
and its neani ng cannot be unanbi guously discerned fromthe
Cccupational Benefits Plan | anguage. However, as it is
ordinarily understood, “subrogation sinply neans substitution of
one person for another; that is, one personis allowed to stand
in the shoes of another and assert that person’s rights.”

Black’s Law Dictionary 1468 (8th ed. 2004). Put differently,
“[1]n a subrogation action, it is well established that there is

only one cause of action for the insured’s injuries . . . . [and



t]he insurer can assert its subrogation clai mindependently of
the insured.” Prudential Prop. and Cas. Co. v. Dow
Chevrolet-dds, Inc., 10 SW 3d 97, 100 (Tex. App. Texarkana
1999). Moreover, under Texas state law, “[t]he subrogees stand
in the shoes of the one whose rights they claim” Interstate
Fire Ins. Co. v. First Tape, Inc., 817 SSW 2d 142, 145 (Tex.
App. Houston 1991). Therefore, if there is only one cause of
action for an insured’'s injuries, and in a subrogated action that
cause of action belongs to the insurance conpany subrogee, it
follows that the insurance conpany subrogee has the right to
control the subrogated cause of action.

As applied to the instant case, the Ethridge Estate has a
cause of action on behalf of Silvia Ethridge. However, under the
clear terns of the Occupational Benefits Plan, by accepting
Cccupational Benefits Plan death benefits, the Ethridge Estate
has subrogated its cause of action to MHHS, which then stands in
the shoes of the Ethridge Estate. Because there is only one
cause of action, and MHHS received fromthe Ethridge Estate the
right to control that cause of action, as the party in contro
MHHS is entitled to prosecute and settle the Ethridge Estate’s
clains without seeking approval fromthe Ethridge Estate
representative.

b. Legally correct interpretation

Moreover, the Adm nistrative Commttee gave the neani ng of

subrogation in the Occupational Benefits Plan a legally correct



interpretation under the three-part test enployed by this Court
to determne the | egal correctness of an ERI SA adm ni strative
commttee’'s determnation. Pickromv. Belger Cartage Serv.

Inc., 57 F.3d 468, 471 (5th Gr. 1995). Under the three-part
test, this Court considers: (1) whether the adm nistrative
commttee has given the plan a uniformconstruction; (2) whether
the adm nistrative commttee’'s interpretation is consistent with
a fair reading of the plan; and (3) whether different
interpretations of the plan will result in unanticipated costs.

| d.

Regarding the first factor, when there is no evidence in the
record as to whether an admnistrative commttee has given the
pl an a uniformconstruction, this Court should proceed to the
other two factors. See id. Because there is no evidence in the
record that the Adm nistrative Commttee previously had to
construe the scope of the Cccupational Benefits Plan’s
subrogation rights, our analysis necessarily turns to the
remai ning two factors.

Regardi ng the second factor, the Adm nistrative Commttee’s
interpretation of the term“subrogation” is consistent with a
fair reading of the Occupational Benefits Plan. The Qccupati onal
Benefits Plan | anguage limts WMHHS recovery to the extent of

“any Benefit paynents nmade under the Plan,” but does not limt
WMHHS right of subrogation. The Cccupational Benefits Plan

| anguage, in fact, grants MHHS a broad subrogation right since it



states that MHHS “has the right to pursue any action to enforce
its subrogation rights against a third party.” Therefore, a
pl ai n readi ng of the Occupational Benefits Plan | anguage gives
MHHS the right of subrogation to all of the Ethridge Estate’s
clains, with VHHS right of recovery in any action against a
third party limted to the anount of the death benefit paid to
the Ethridge Estate.

Regarding the third factor, a different interpretation of
the COccupational Benefits Plan than the one adopted by the
Adm nistrative Commttee would result in unanticipated costs to
WMHHS. | f, as Shelton argues, MHHS should not be permtted to
prosecute or settle any subrogated clains wthout the consent of
an enpl oyee’s estate as subrogor, MHHS would be at the nercy of
the estate. Pursuant to Article 11.3 of the Occupati onal
Benefits Plan, WHHS has priority over an enployee’'s estate with
respect to all funds recovered fromthird parties, up to the
anount of benefits MHHS has paid plus the costs of recovery. |f
MHHS is not permtted to i ndependently prosecute and settle the
clains of an enployee’'s estate, MHHS runs the risk that the
estate — having already received funds fromMHHS — w il hold up
settl enment negotiations in the hopes of obtaining a |arger
recovery. An estate that has received funds from MHHS has no
incentive to settle its clains for any anount that does not
exceed that already paid to it by MHHS, irrespective of how

reasonabl e the settlenent offer may be. Adopting an alternate



readi ng of the term “subrogation” would result in unanticipated
costs to MHHS, nanely the increased costs of recovering from
third parties. Accordingly, we conclude that the Adm nistrative
Comm ttee has given a legally correct interpretation to the term
“subrogation” as it appears in the Cccupational Benefits Pl an.
Therefore, for the foregoing reasons, we affirmthe judgnent
of the district court upholding the Admnistrative Commttee’s
interpretation of MHHS subrogation rights with respect to any
clains of the Ethridge Estate, and rejecting Shelton’s argunent
t hat she should control or share in the control of the
prosecution of any actions brought on behalf of the Ethridge
Est at e.

3. VHHS cl ai ns

WVHHS appeals the district court’s denial of MHHS notion for
summary judgnent and its holding that Ben Ethridge retained his
wrongful death cause of action against third parties because he
was not a beneficiary of MHHS COccupational Benefits Plan death
benefits. MJHS contends that the Adm nistrative Conmttee’s
determ nati on was not an abuse of discretion for the foll ow ng
reasons: (1) because Silvia Ethridge designated Ben Ethridge as
a beneficiary of her Life Insurance and Accidental Death &

D snenber nent | nsurance Plans, Ben Ethridge al so should be
consi dered a designated beneficiary of Occupational Benefits Pl an
death benefits; (2) under Article 8.2 of the Cccupati onal

Benefits Plan, MHHS nust pay the Cccupational Benefits Plan death



benefit as the designated Cccupational Benefits Pl an
beneficiaries request; (3) at the request of Ben Ethridge and
Shelton, MHHS nade the death benefit check payable to Shelton as
the personal representative of the Ethridge Estate; and (4) Ben
Et hridge did receive noney from Shelton.

We concl ude that the Adm nistrative Conmttee’s
determ nation that Ben Ethridge received Cccupational Benefits
Pl an death benefits and was therefore required to conply with the
Cccupational Benefits Plan’s subrogation and assi gnnent
provisions is legally incorrect under the first prong of the
abuse of discretion standard articul ated supra.

MHHS has not denonstrated that Ben Ethridge was a recipient
of Cccupational Benefits Plan death benefits. Although Ben
Ethridge did receive |life insurance and acci dental death and
di smenber nent insurance proceeds, which are not at issue in the
i nstant case, he did not receive from VHHS any portion of the
Cccupational Benefits Plan death benefit, nor was he a designated
beneficiary of Occupational Benefits Plan benefits. The entire
anount of the death benefit was nade payable to Dalinda Shelton
as the personal representative of the Ethridge Estate; Ben
Et hridge did not receive any noney directly from MHHS
Cccupational Benefits Plan. Mreover, the noney Ben Ethridge did
receive from Shelton was a gift to Ben Ethridge and was drawn
from Shelton’s own funds.

Theref ore, because the Adm nistrative Conmttee’s



determ nation that Ben Ethridge received Cccupational Benefits

Pl an death benefits is inconsistent with a fair reading of the
Cccupational Benefits Plan, we conclude that the Adm nistrative
Commttee’'s determnation is legally incorrect. See Gosselink v.
Am Tel. & Tel., Inc., 272 F.3d 722, 727 (5th Gr. 2001) (holding
that it is an abuse of discretion if an admnistrative commttee
interprets a plan in a way that directly contradicts the plain
meani ng of the plan |anguage). Accordingly, we agree with the
decision of the district court denying MHHS notion for summary
judgnent as it relates to Ben Ethridge.

B. Carol Pittnan

1. Factual and procedural history

Both Carol Pittman, common |aw wife of the deceased John
Pittman, Jr., and John Pittrman Il and Jennifer Pittman
(collectively, the “Pittman children”), the surviving children of
t he deceased, asserted to MHHS that the $1, 000,000 death benefit
under the Cccupational Benefits Plan be paid to them Unsure who
it should pay, on Decenber 21, 2000, WVHHS filed a Petition in
| nt er pl eader against Pittman and the Pittman chil dren asking that
the probate court admnistering the Pittman Estate determ ne who,
as between Pittman and the Pittman children, was the appropriate
payee. MHHS then deposited the $1, 000,000 death benefit into the
court registry. The probate court subsequently issued an Agreed
Fi nal Judgnment ordering that the funds be released to the

“personal representative of the Estate of John Li nwood Pittman,



Jr.” The probate court further determned that Pittman was the
duly aut hori zed personal representative of the Pittman Estate.

After Pittman accepted the death benefit provided under the
Cccupational Benefits Plan, she filed a declaratory judgnment
action in probate court in which Pittman sought to avoid the
subrogation provisions of the Cccupational Benefits Plan. MHHS
removed Pittman’s claimto federal court and Pittman filed a
nmotion to remand. The district court denied Pittman’s notion to
remand and consol i dated the renoved action with MHHS action
against the third-party helicopter manufacturer on behalf of,
inter alios, Carol Pittrman and the Pittnman Estate.

On July 30, 2003, MHHS filed with the district court a
motion for partial summary judgnent against Pittman in her
capacity as executrix and beneficiary of the Pittnman Estate.
VHHS cont ended that summary judgnent was appropriate because the
Adm ni strative Commttee concluded that Pittman had accepted
deat h benefits under the Occupational Benefits Plan and that MHHS
had a right of subrogation to the anmounts paid by it plus the
costs of prosecuting the claim Pittman also filed with the
district court a notion for partial summary judgnent agai nst
VHHS.

The district court granted MHHS notion for partial summary
j udgnent and denied Pittman’s notion for partial summary
judgnent. Pittman appeal s those adverse judgnents agai nst her.

2. Pittman's cl ai ns




Pittman concedes that the clains of the Pittnman Estate are
subj ect to subrogation because the Pittman Estate received
Cccupational Benefits Plan death benefits from VHHS. Moreover,
as the Pittman Estate’s personal representative, Carol Pittman
admts she accepted Cccupational Benefits Plan death benefits,
but did so only on behal f of her deceased husband and not on her
own behalf as his wife. As such, Pittman contends that her
clains as an individual are not subject to subrogation because
she as an individual did not receive Qccupational Benefits Plan
deat h benefits, nor did she as an individual contractually assign
her claims to MHHS by executi ng an Acknow edgnent of Recei pt of
Benefits, Subrogation R ghts and Confidentiality Agreenent.

The Adm nistrative Commttee read the Occupational Benefits
Pl an | anguage to nean that Pittman, upon receipt of Occupati onal
Benefits Plan death benefits, subrogated all of her rights, in
what ever capacity, to MHHS. W conclude that this interpretation
anounts to an abuse of discretion because the Adm nistrative
Committee, in reaching its conclusion, ignored the plain | anguage
of the QOccupational Benefits Plan.

Article 11.1 of the Occupational Benefits Plan states that
“[1]n the event of any Benefit paynents nmade under the Plan to or
on behal f of any Enployee, the Plan shall, to the extent of such
paynments, be subrogated to all the rights of recovery . . . of
the Enployee.” Article 11.1 further states that by participating

in the Cccupational Benefits Plan, an enpl oyee al so obligates the



| egal representative of his estate and that “the Plan shall be
fully subrogated to any recovery or right of recovery that the
estate nmay have against any third party.” The quoted | anguage
pl ai nly nmeans that when an enpl oyee or his estate accepts
Cccupational Benefits Plan benefits, the enployee or his estate
must surrender to MHHS all of its rights against third parties.
As applied to the instant case, the Cccupational Benefits
Pl an | anguage neans only that the Pittman Estate, via Pittman as
the estate representative, nust surrender its clains to MHHS.
The | anguage does not nean that Pittman nust surrender the
wrongful death clainms she i ndependently possesses as John
Pittman, Jr.’s wife nerely because she al so served as the
representative of the Pittman Estate. Because Pittman took
Cccupational Benefits Plan death benefits as the Pittman Estate
representative - and not in her individual capacity - she cannot
be made to subrogate to MHHS the wongful death cl ains she
i ndependent|ly possesses in her individual capacity as the
decedent’s wife. |In other words, MHHS acquired no subrogation
rights nor control of any of Pittman’s individual clains.
Accordingly, we reverse the judgnent of the district court
insofar as it granted WVHHS notion for summary judgnment with
respect to Pittman in her individual capacity, and remand the
case to the district court for proceedi ngs not inconsistent with
t hi s opi nion.

| V. CONCLUSI ON




For the foregoing reasons, the judgnent of the district

court is AFFIRVED in part and REVERSED and REMANDED in part.



