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PER CURI AM *

Concerning the Enployee Retirenment |Inconme Security Act, 29
U S C 88 1001, et seq., this appeal turns on whether, pursuant to
8§ 1113(1), there was adequate notice of the reasons for the deni al
of a benefits determ nation. Heartland Express, Inc., Heartland
Express, Inc. Enployee Healthcare Plan, and The Epoch G oup, LC,
appeal the district court’s holding themliable under both an abuse

of discretion and de novo standard of review for the plan

"Pursuant to 5TH QR R 47.5, the court has determ ned that
this opinion should not be published and is not precedent except
under the limted circunstances set forth in 5THCQR R 47.5. 4.



adm ni strator’s denying coverage for expenses for treating Jessie
Pope’s injuries. Because the plan admnistrator failed to
adequately disclose the basis for its decision, we VACATE the
judgnment and REMAND with instructions to REMAND to the plan
adm ni strator.

| .

On 2 Novenber 1996, while trying to pass another vehicle,
Jessie Pope collided with a Ford Escort containing five people.
Al'l involved were seriously injured; two of the Escort’s occupants
di ed soon after the collision. The accident report noted: Pope
was driving her vehicle erratically, at high speed, and passing
ot her vehicles; she was in possession of a |egal prescription for
pai n; and a bl ood sanpl e was obt ai ned.

Pope was admtted to East Texas Medical Center (ETMC), to
whi ch she assigned her rights and benefits under her insurance
policy. She was released three nonths |ater, with nmedi cal expenses
totaling nore than $350, 000.

At the tinme of the collision, Pope s husband was enpl oyed by
Heartl and Express. It provides (as plan sponsor and plan
adm ni strator) an enpl oyee benefit plan —Heartl and Express, Inc.
Enpl oyee Healthcare Plan — which is self-funded and covered by
ERI SA. Pope is a plan beneficiary.

Heartl and has contracted with The Epoch Goup to serve as a

third-party clains supervisor. Wien a claimis filed, Epoch is



authorized to pay or deny it, “based on the terns of the Plan
docunents and upon nmaking a reasonable effort to determ ne the
relevant | aw applicable to any situation”. |f Epoch cannot neke a
decision within those guidelines, it refers the claimto Heartl and,
as plan adm nistrator.

The plan docunent excludes coverage “for any expenses [the
enpl oyee or spouse] incur[s] ... as a result of having engaged in
any illegal activity other than m sdeneanor traffic violations”
(illegal activity exclusion). The plan docunent does not define
“Illegal activity”; it does contain a choice-of-lawprovision: “To
the extent federal |aw does not apply, any questions arising under
the Pl an shall be determ ned under the | aws of the State of |owa”.

Under the terns of the plan docunent, Epoch attenpted to
determ ne whether Pope’s nedical expenses were covered. After
learning from a supplenental police report that Pope had been
charged with mansl aughter (but had not then been indicted), wth
the results of the blood test pending, Epoch advi sed Heartl and on
11 March 1997 that it could not nmake a determ nation and referred
the claimto Heartland. The sane day, Heartland infornmed Epoch:
“I't remains our corporate position that the nedical expenses claim
for ... Pope should be denied”, citing the illegal activity
exclusion. By letter dated 31 March 1997, Epoch i nfornmed Pope that

Heartl and denied the claim*®“based on information obtained through



the police report and other sources” and cited the illegal activity
excl usion. Epoch notified ETMC by separate letter.

Pope retained an attorney and appealed the decision on 26
April 1997. As part of that adm nistrative appeal, she requested
all docunentation and information used to nmake the determ nation
and an appear ance before the Plan trustees. ETMC al so appeal ed t he
deci sion, requesting simlar information and claimng Heartland’' s
denial notice failed to provide the specific reason for the denial,
as required by 29 C F.R § 2560.503-1(f).

On 27 May, approximately a nonth after Pope began her appeal,
the Texas Departnent of Public Safety crinme lab submtted its
report; it determ ned Pope’s bl ood al cohol content was negati ve.
However, her blood test was positive for Codeine (.36 mlligrans
per liter), Butalbital (10 mlligranms per liter), Meprobamate (52
mlligrams per liter), and Carisoprodol (less than .4 mlligrans
per liter).

Approxi mately a nonth later, on 25 June, Pope was indicted on
two counts of intoxication manslaughter. On 18 July, Epoch
informed Pope the Plan trustees denied her appeal “[a]fter
reviewing all materials, including the 2 indictnents returned on
June 25, 1997” and, again, citing the illegal activity exclusion.

ETMC contends its appeal was not denied until a 9 March 1998
letter from Heartland’ s attorney inforned ETMC that Heartland' s

information indicated Pope was driving under the influence of



al cohol and was indicted for intoxication manslaughter, which
excluded her from eligibility for benefits. The plan docunent
requi res an appeal to be decided within 60 days. If there is a
delay in the trustees’ decision, the plan docunent requires the
trustees to notify the claimant of the delay. Heartland contends:
the deni al of Pope’s appeal is the only rel evant appeal; and the 9
March letter was not a denial of an appeal, but nerely pre-
litigation posturing by its attorneys.

In late 1999, ETMC filed this action, wth clainms under ERI SA
(benefits due under the plan, breach of fiduciary duty, and failure
to provide information) and state |aw On 13 March 2000, Pope
pl eaded guilty to two counts of negligent hom cide (a felony) and
recei ved a probated sentence of two years inprisonnent.

At the 5 March 2001 bench trial, Defendants called a w tness
to admt the admnistrative record;, ETMC, a nurse and a
representative of its business office to admt evidence of Pope’s
injuries and her bill. The district court, in a 23-page opinion,
reviewed the Plan trustees’ decision under both de novo and abuse
of discretion standards of review and nade extensive findings of
fact and concl usi ons of | aw.

The district court determ ned: Pope’'s injuries did not result
from illegal activity under either lowa or Texas |aw
alternatively, the trustees’ denial of the claimwas arbitrary and

capricious. The court held all Defendants —the Plan, Heartl and,



and Epoch —Iliable for benefits due; nmade no award on ETMC s ERI SA
clainrs of breach of fiduciary duty or failure to provide
information; and denied its state |aw cl ai ns.

.

Appel | ant s- Defendants contend the district court erred in
reviewi ng the trustees’ decision de novo and instead should have
reviewed for abuse of discretion. They contend: t he
adm nistrative record supports the trustees’ factual determ nation
that Pope’s injuries resulted from illegal activity; and the
trustees’ interpretation is correct under both | owa and Texas | aw.
Finally, two of the Appellants-Defendants, Heartland and Epoch
contend the district court erred in holding them liable for
benefits under ERI SA.

ETMC counters that de novo review was appropri ate because of
t he pl an docunent | anguage and the trustees’ conduct. Also, as it
did in district court, it asserts Heartland and the Plan trustees
failed to adequately disclose the basis for the decision, as
required by |aw It maintains that, even under an abuse of
di scretion standard, the district court was correct because: no
evi dence shows Pope was intoxicated; the denial was inproper under
both lowa and Texas law, and Heartland' s conflict of interest
| essens the deference to be given the deci sion.

W agree with ETMC that the Plan’s initial denial failed to

sufficiently conply with ERISA's notice requirenents. ERI SA



provi des certain mninmumrequirenments that nust be net when a plan
adm ni strator denies a benefits claim See Schadler v. AnthemlLife
Ins. Co., 147 F.3d 388, 393 (5th Cr. 1998). Section 1133 of
ERI SA, in part, requires every enployee benefit plan to “provide
adequate notice in witing to any participant or beneficiary whose

claimfor benefits under the plan has been denied, setting forth

the specific reasons for such denial, witten in a nmanner
calculated to be understood by the participant”. 29 U S C 8§
1133(1). The then-applicable Departnent of Labor regulations

concerning this section provide in pertinent part:
(f) Content of notice. A plan adm nistrator
shall provide to every claimant who is
denied a claim for benefits witten notice
setting forth in a manner calculated to be
under st ood by the clai mant:

(1) The specific reason or reasons for the
deni al ; [ and]

(2) Specific reference to pertinent plan
provi sions on which the denial is based|.]

29 CF. R 8 2560.503-1(f)(1997) (enphasis added).

These requirenents are i ntended to assi st the cl ai mant prepare
for further admnistrative review, as well as any subsequent
proceedings in federal courts. See Schadler, 147 F.3d at 394
(quoting Matuszak v. Torrington Co., 927 F.2d 320, 323 (7th Gr.
1991)). The denial nust include specific reasons for the deci sion;
“[b] al df aced conclusions do not satisfy this requirenent”. | d.

(enphasi s added; internal quotation marks and citations omtted).



And, as discussed, the explanation requirenent is intended to
ensure the beneficiary receives “neani ngful reviewof that denial”.
Hal pin v. WW Gainger, Inc., 962 F.2d 685, 689 (7th Cr. 1992)
(enphasi s added).

I n Schadl er, we remanded the case to the adm nistrator to nake
an initial determnation because it failed to provide notice
consistent with 29 U . S.C. 8 1133(1) and 29 C.F. R § 2560.503-1(f).
147 F. 3d at 399. W concluded: ERISArequires the district court
toreviewthe plan admnistrator’s fact-finding and interpretation
of the benefit plan; but, for it to do so, the adm nistrator nust
first make factual findings and make themknown to the beneficiary.
ld. at 397-98.

Heartland’s denial, by a letter from Epoch, nerely stated:
“based on informati on obtained through the police report and ot her
sources, charges have been determned to be ineligible under the
Plan”. Wile Heartland conplied with 29 C F.R 8§ 2560.503-1(f)(2)
(requiring citation of the relevant plan provision), it failed: to
provi de any facts that warranted application of the exclusion; and
to indicate how a police report filed in Texas net the illega
activity exclusion as determned by lowa |aw (the |aw applicable
under the plan docunent). In both the initial denial and the
denial of Pope' s appeal, Heartland and the trustees failed to
explain what activity by Pope was illegal. Addi tionally, the

absence of any explanation of its interpretation of the excl usion



and t he vague reference to “ot her sources” cannot be an expl anation
“calculated to be wunderstood by the clainmnt”. 29 CFR 8
2560. 503- 1(f).

Because of this shortcomng, the denial failed to conply with
8§ 2560.503-1(f) and, nore inportantly, 29 US C 8§ 1133(I).
Consequently, this matter should be remanded to the plan
adm ni strator.

Lending further support to our conclusion that this matter
should be remanded is the existence of evidence not before
Heartl and when the denial decision was nade. After Pope’s appea
to the Plan trustees was denied, she pleaded guilty to negligent
homcide. As a result of this subsequent devel opnent, one or both
of the parties should have requested a remand in the light of this
new evi dence. See, e.g., Barhan v. Ry-Ron, Inc., 121 F. 3d 198, 202
n.5 (5th Gr. 1997); Mller v. EIl Canpo Al um num Co., 97 F.3d 85,
88-89 (5th Gr. 1996); MIller v. United Wel fare Fund, 72 F. 3d 1066,
1071-72 (2d G r. 1995) (remand appropriate, unless it would be a
useless formality).

L1l

For the foregoing reasons, the judgnent is VACATED, and this
case is REMANDED to the district court wth instructions to REMAND
to the plan adm nistrator.

Needl ess to say, the remand to the plan adm nistrator
W Il begin anew the adm nistrative review of this matter; and, if
the claimis denied, this may result in an action being again filed

9



indistrict court. Should that happen, the district court wll, of
course, wite on a clean slate, based upon the i ssues presented and
the underlying claimprocess. Obviously, there is no way now to
know what those issues m ght be.

It goes wthout saying that, in remanding to the plan
admnistrator, we vacate not only the judgnent but also the
district court’s underlying findings of fact and conclusions of
I aw. Such vacated itens include, but are not limted to, the
district court’s rulings challenged in this appeal regarding the
proper standard of reviewfor the claimdenial, the valid bases for
claimdenial, and the liability of Heartland and Epoch, with the
Pl an, for benefits under ERI SA

Agai n, should a new action be filed, the district court wll
then address the issues then presented. Because we are vacating
the judgnent and, concomtantly, the wunderlying findings and
conclusions by the district court, such findings and concl usi ons do
not constitute the law of the case. Li kewi se, we express no
opi ni on about the chall enges now presented on appeal, including
t hose concerning the applicable standard of review, proper bases
for claimdenial, and joint liability, other than to observe that
t hose chal | enges have considerable force. |In any event, the new
admnistrative process on remand will result in a new claim
deci sion which may possi bly becone the subject of a new action in

district court. Shoul d that be the case, we know each issue then
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presented will receive new and thorough analysis by the district
court.

VACATED and REMANDED
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