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SUMMARY

The United States District Court for the District of Utah granted Plaintiffs’ motion to remand an
insurance coverage dispute to Utah’s Third District Court. The court held that complete diversity was
absent because Plaintiff Benjamin White, Plaintiff White Cloud Adventures LLC, and Defendant Jared
Potter were Utah citizens, and Defendant Recreation Risk Retention Group failed to establish
fraudulent joinder or grounds for realignment. The court also rejected federal question jurisdiction
based on the Liability Risk Retention Act and Federal Arbitration Act, concluding that the claims arose
under state law.
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DISPOSITION remanded

PROCEDURAL POSTURE Plaintiffs moved to remand an insurance-coverage action removed
from Utah state court. The federal district court granted the motion
after concluding that neither diversity jurisdiction nor federal-question
jurisdiction existed.

STANDARD OF REVIEW The removing party bears the burden of establishing subject matter
jurisdiction by a preponderance of the evidence. Removal statutes are
strictly construed, doubts are resolved in favor of remand, and
jurisdiction must be affirmatively apparent from the record.
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PARTIES Recreation Risk Retention Group, Inc. v. Benjamin White, White
Cloud Adventures LLC
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QUESTIONS PRESENTED

1. Whether the court had diversity jurisdiction despite the common Utah citizenship of plaintiffs and
defendant Jared Potter because Potter was allegedly fraudulently joined or should be realigned.

2. Whether the Liability Risk Retention Act created federal-question jurisdiction over plaintiffs' state-law
insurance and contract claims.

3. Whether the Federal Arbitration Act supplied an independent basis for federal-question jurisdiction.

HOLDINGS

1. The court lacked diversity jurisdiction because the plaintiffs and Jared Potter were all Utah citizens, and
Recreation failed to establish that Potter was fraudulently joined or should be realigned. White, White
Cloud, and Potter had a substantial adverse interest concerning whether Potter's release was effective,
making Potter a real and substantial party to the controversy.

2. The Liability Risk Retention Act did not create federal-question jurisdiction because plaintiffs' claims
for breach of contract, breach of the implied covenant, breach of fiduciary duty, and declaratory relief
arose under state law. Recreation's reliance on federal preemption was a defense that did not appear on
the face of the well-pleaded complaint.

3. The Federal Arbitration Act did not supply federal-question jurisdiction because it did not create the
source of plaintiffs' causes of action and could not substitute for an independent jurisdictional basis.

KEY QUOTATIONS

“Federal courts are courts of limited jurisdiction, possessing only that power authorized by Constitution and
statute.”

“But these claims (including the additional claim for declaratory judgment about what the insurance policies
require) do not arise under federal law—they arise under state law.”

“Accordingly, the court finds that it lacks both federal question and diversity jurisdiction and must remand
the case to state court.”

FACTUAL BACKGROUND

The action arose from a 2023 paragliding crash in which Jared Potter suffered severe injuries and permanent
disability while receiving instruction from Benjamin White. White and White Cloud sought insurance coverage
and declarations concerning policies issued by Recreation, including whether a release and USHPA membership
requirements were satisfied. Recreation disputed coverage and demanded arbitration, then removed plaintiffs'



Utah state-court action after plaintiffs named Potter as a defendant. White, White Cloud, and Potter were all
alleged to be Utah citizens, while Recreation was a Vermont corporation.

PROCEDURAL HISTORY

Jared Potter sued Benjamin White and White Cloud Adventures LLC in Utah state court concerning injuries
from a paragliding accident. White and White Cloud later sued Recreation Risk Retention Group, Inc. and Potter
in Utah state court regarding insurance coverage, declaratory relief, and related contractual duties. Recreation
removed the action to the District of Utah, asserting diversity jurisdiction based on fraudulent joinder or
realignment of Potter and federal-question jurisdiction based on the Liability Risk Retention Act and Federal
Arbitration Act. The court granted plaintiffs' motion to remand to Utah's Third District Court.

DISPOSITION

remanded

REMAND INSTRUCTIONS

The Clerk of Court was directed to remand the action to Utah's Third District Court.
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