The Daily Record * April 10, 2003

THE DAILY RECORD

LAW,

REAL ESTATE, FINANCE AND GENERAL INTELLIGENCE SINCE 19058

New Legal Theory Still Barred By Res Judicata

BY NORA A. JONES, EDITOR

here the plaintiff asserts a
new legal theory in a federal
courf, does the doctrine of

res judicata preclude him from pro-
ceeding against the same defendants
that he sued in a prior state court
action? Should plaintiff's action be
certified as a class-action where others
similarly situated were denied health
insurance benefits?

U.S. District Court Judge Michael A.
Telesca reviewed the record in John
Manning Regan v. Metropolitan Life
Insurance Co., United Health-Care Ser-
vices Corp. and New York State Dept. of
Civil Service and determined that-the
plaintiff’s claims in the U.S. District
Court for the Western District of New
York were barred by the doctrine of
res judicata. The action’s prior dis-
missal in state court left no claim for

relief in the federal court, and the fail-

ure to state a claim upon which relief
could be granted left moot the motion
‘to certify the class action.

Background
Former Rochester City Court Judge
John Manning Regan enrolled in the
New York State Health Insurance Plan
(NYSHIP) during his tenure on the
bench (1982-1992). When his term
ended, he elected to continue his
insurance coverage through NYSHIP,
- despite the fact that he became
employed as a deputy county attor-
ney for Monroe County.
NYSHIP requires retirees to enwoll in
Medicare as of their 65th birthday.
Regan turned 65 on April 18, 1997, and
enrolled in Medicare on July 16, 1997.
According to Medicare rules, Regan
became imunediately eligible for
Medicare Part A benefits, which pay

for inpatient hospital
care, inpatient care ata
skilled nursing facility
and hospice care.
However, since Regan
did not apply for
Medicare prior to his
65th birthday, he was
subjected to a three
month waiting period
for benefits under
Medicare Part B, which

pays for medically nec- .

essary doctor’s ser-
vices, outpatient hos-
pital services, home
health services and
other services not cov-
ered under Part A.
Accordingly, the
Medicare Part B bene-
fits did not become

effective until October 1, 1997.
In August 1997, Regan began treat-
ment for rectal carcinoma at Roswell
Park Cancer Institute,
$30,000 in medical expenses over the .
course of 12 treatment days. Medicare
Part A paid over $18,000 on behalf of
Regan, and NYSHIP paid approxi-
representing

mately  $700,
deductible for Part A.

Medicare refused to reimburse any
expenses related to Medicare Part B
coverage on the grounds that plaintiff
was not eligible for benefits at the
time the expenses were incurred.
NYSHIP refused to pay benefits as a
primary insurer on grounds that
Medicare Part B was the primary
insurer. Thus, NYSHIP only paid
those amounts that would not have
been covered by Medicare Part B,
leaving Regan to pay over $15,000 in

medical expenses.
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John Manning Regan v. Metropolitan &
Life Insurance Co., United Health-Care [§
Services Corp. and New York State
Dept. of Civil Service, U.S. District
Court Western District of New York

INDEX NO.: 02-CV-6254

Issue: Is plaintiffs claim against his
health insurer barred by the docirine of res judicata?

RULING: Yes, plaintiff's claim is precluded where a
state court already ruled on the merits of the same dis-
pute between the same parties.

ATTORNEY FOR PLAINTIFE: Joseph Valenti

ATTORNEY FOR NEW YORK STATE DEPT. OF CIVIL SER-
VICE: Emil Bove

ATTORNEY FOR UNITED HEALTH: Andrew Karamouzis

State Court

Regan brought an action in New
York Supreme Court, Monroe County,
against the New York State Depart-
ment of Civil Service, the Metropolitan
Life Insurance Co. (Metlife) and the
United Health-Care Services Corp.

incurring

(United) seeking declaratory and
injunctive relief-on the grounds that
the defendants did not adequately pro-
vide notice of rights and obligations to
him and similarly situated beneficia-
ries, and an order to pay the incurred
expenses.

The crux of Regan’s claims in state
court were that the defendants failed to
comply with their obligations under
the contract and under state and fed-
eral law to notify him of his responsi-
bility to sign up for Medicare benefits
prior to attaining the age of 65.

On May 8, 2000, acting Supreme

the
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Court Justice Peter E. Corning granted
defendants” motion for summary judg-
ment and dismissed all causes of action
against all three defendants. Judge
Corning found that plaintiff had been
apprised in over 20 publications and
mailings of his duty o obtain Medicare
benefits prior to his 65th birthday.

Plaintiff’s federal claims were also
dismissed on the grounds that plaintiff
was not eligible for relief ander those
laws because plaintiff had not been
subjected to a “qualifying event”
under those laws.

The Appellaté Division, Fourth
Department unanimously affirmed
Judge Corning’s decision on June 8,
2001. The New York Court of Appeals

denied Regan's motion for leave to

appeal, and the U.S. Supreme Court
denied certiorari on February 22, 2002.

Federal Court

On May 7, 2002, the plaintiff filed the
instant acton in federal court, con-
tending that as a “vestee” under the
NYSHIP pilan, he was entitled to full

.benefits under the NYSHIP plan for

the period he was considered a vestee
and that the defendants” attempt to

‘make him enroll in Medicare and

refusal to pay benefits as his primary
insurers violates the Medicare as a Sec-
ondary Payer law.

Motion To Dismiss

Defendants move to dismiss plain-
tiff’s complaint based on the doctrine
of res judicata.

Plaintiff asserts that res judicata does
not apply because the relief he sought
in state court was declaratory and
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injunctive and the state court action
was materially different from the
instant case. Plaintiff further contends
that state. courts are not authorized to
hear challenges to the Medicare as a
Secondary Payer Act, so he was unable

to fully and fairly litigate his claims in_

state court.

Res Judicata

Does the doctrine of res judicata
apply? Is plaintiff's federal court
action precdluded by his state court
case?

Citing numerous cases that represent
the meaning and purpose of res judi-
cata, Judge Telesca wrote, “The pur-
pose of the doctrine is to provide final-
ity to parties who have come before the
courts to resolve their disputes.
Accordingly, the doctrine prevents
relitigation of claims asserted in a pre-
vious action, as well as claims (as in
this case) that could have been asserted
in that action. See Cromuwell v. County of
Sae, 94 U.5. 351. 351 (1876)."

Explaining his reasoning further,
Judge Telesca noted that “the court
must determine whether or not the
judgment in the previous action was
‘(1) a final judgment on the merits, (2)
by a court of competent jurisdiction, (3)
in a case involving the same parties or
their privies, and (4) involving the
same cause of acton.” Stephenson v.

Dow Chemical Co., 273 F3d 249 (2d Cir..

2001)."

Looking at the record in the instant
case, Judge Telesca noted that a final
judgment by a court of competent
jurisdiction was issued, and i involved
the same parties. The only question to
be resolved was whether or not the

state court action involved the “same
cause of action.”

“Based on the state court complaint,
and the entire record from the state
court proceedings,” wrote Judge
Telesca, “I find that the allegations
raised in this complaint could have
been raised in the state court action.
The claims in this case ... arise out of
the exact facts that were alleged in the
state court action, and arise out of the
same transactions and occurrences that
were alleged in the state proceedings.
The fact that plaintiff is asserting a new
legal theory as a basis of recovery is of
no moment.”

Exceptions To Doctrine

In Harborside Refrigerated Services, Inc,
v. Vogel, 959 F2d 368 (2d Cir. 1992) the
couzt recognized an exception to the
application of res judicata where the
plaintiff sought only declaratory relief
in the previous action.

However, Judge Telesca points out
that Regan sought not only injunctive
and declaratory relief, but monetary
damages in his previous state court
action. Thus, “the dedaratory judg-
ment exception to the application of
the doctrine of res judicata does not
apply in this case,” concluded the
couxt. .

Similarly, plaintiff’s other con-
tentions to avoid the effect of res judi-
cata were considered to be without
merjt.

“The fact that plaintiff lost on every
level does not indicate that he did not
have a full and fair opportunity to liti-
gate his claims,” concluded the court in
ruling for the defendants and dismiss-
ing the complaint with prejudice.
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