UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF

CALIFORNIA

Owens v. Blue Shield of California

No. 24-cv-00400-HSG (N.D. Cal. Mar. 20, 2025) - No. 24-cv-00400-HSG - Decided March 20, 2025

SUMMARY

The United States District Court for the Northern District of California partially granted and partially

denied motions to dismiss claims arising from the retroactive termination of Plaintiff Stephanie

Owens’s Cal-COBRA health coverage. The court held that the continuation coverage remained subject

to ERISA and allowed the denial-of-benefits and federal COBRA notice claims to proceed, while
dismissing claims under ERISA §§ 1132(a)(2), 1132(a)(3), and 1105. The court also dismissed the §
1132(a)(1)(A) penalties claim against Blue Shield but allowed that claim to proceed against

Frederickson and Gallagher.
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Three defendants moved to dismiss Plaintiff's ERISA-related claims
under Federal Rule of Civil Procedure 12(b)(6). The court considered
the motions without oral argument and granted them in part and denied

them in part.

On a Rule 12(b)(6) motion, dismissal is appropriate only when the
complaint lacks a cognizable legal theory or sufficient facts to support
one. The court accepts well-pleaded factual allegations as true and
construes the pleadings in the nonmoving party's favor, but does not
accept conclusory allegations, unwarranted factual deductions, or

unreasonable inferences.
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QUESTIONS PRESENTED
1. Whether Owens's Cal-COBRA continuation coverage remained subject to ERISA.

2. Whether Owens adequately pleaded an ERISA claim for denial of benefits under 29 U.S.C. § 1132(a)(1)
(B) against Blue Shield, Frederickson, and Gallagher.

3. Whether Owens adequately pleaded a plan-wide injury supporting relief under 29 U.S.C. § 1132(a)(2).

4. Whether Owens adequately pleaded a claim for equitable relief and breach of fiduciary duty under 29
U.S.C. § 1132(a)(3).

5. Whether Owens adequately pleaded claims for statutory penalties for failure to provide plan documents
under 29 U.S.C. §8§ 1132(a)(1)(A) and 1132(c), and claims based on inadequate COBRA notice under 29
U.S.C. § 1166.

HOLDINGS

1. A Cal-COBRA continuation policy that allows an employee to continue coverage under an employer's

ERISA-governed plan by paying the premiums herself remains subject to ERISA.

2. The complaint adequately stated a claim for benefits under § 1132(a)(1)(B) against Blue Shield,
Frederickson, and Gallagher at the motion-to-dismiss stage.

3. The § 1132(a)(2) claim was dismissed because the complaint alleged individual participant injuries

rather than injury to the ERISA plan as a whole.

4. The § 1132(a)(3) claim was dismissed because the complaint did not clearly identify the equitable theory

or relief sought and did not distinguish the claim from the denial-of-benefits claim.

5. The statutory-penalties claim was dismissed as to Blue Shield but survived as to Frederickson and
Gallagher.

6. The court denied dismissal of the § 1166 notice claim because defendants provided no authority

establishing that federal COBRA notice requirements cannot apply after a plaintiff elects Cal-COBRA
coverage.

7. The court dismissed the claim under § 1105 as to all three defendants.

KEY QUOTATIONS

“Under a “continuation” policy, an individual employee elects to continue receiving health coverage under
an employer’s ERISA-governed plan after her employment ends by paying the premiums herself.” (Section
IIL.A)



“If the policy was governed by ERISA when [the plaintiff] was at [his employer], it continued to be governed
by ERISA once he left.” (Section I11.A)

“This Section, therefore, “gives a remedy for injuries to the ERISA plan as a whole, but not for injuries

suffered by individual participants as a result of a fiduciary breach.”” (Section I11.B.ii.a)

“The Court GRANTS IN PART and DENIES IN PART the motions to dismiss.” (Section IV)

FACTUAL BACKGROUND

Owens's employment with Frederickson ended on March 12, 2020, after which she elected Cal-COBRA
continuation coverage under the Frederickson employer health plan and paid premiums directly to Blue Shield.
After Frederickson was acquired by Gallagher, Frederickson advised Blue Shield to cancel the group coverage
effective July 1, 2022, but Blue Shield did not terminate it until December 2022 and made the termination
retroactive. Owens alleged that she received no advance notice, that Blue Shield had preapproved her cancer
radiation treatment and continued accepting premiums, and that she incurred unpaid medical bills after coverage
was retroactively cancelled.

PROCEDURAL HISTORY

Stephanie Owens filed a complaint against Blue Shield of California, Frederickson, and Gallagher arising from
the retroactive termination of her Cal-COBRA continuation health coverage and the resulting unpaid medical
expenses. Defendants separately moved to dismiss. The court denied dismissal of the ERISA applicability issue
and several claims, but dismissed claims under 29 U.S.C. §§ 1132(a)(2), 1132(a)(3), and 1105 against all
defendants, and dismissed the § 1132(a)(1)(A) claim against Blue Shield. The court granted leave to amend

within 21 days, without adding new parties or claims.
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