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SUMMARY

The Ninth Circuit held that the City of Oroville established or maintained an employee welfare benefit
plan when it purchased a group health insurance policy for its employees. Because the City was a
political subdivision of California, the plan qualified as a governmental plan exempt from ERISA. The
court reversed the district court’s dismissal and directed remand to state court unless another basis for
federal jurisdiction existed.
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QUESTIONS PRESENTED

1. Whether the City's purchase of a group benefits insurance policy for its employees established or
maintained an employee welfare benefit plan under ERISA.

2. Whether the plan qualified as a governmental plan exempt from ERISA coverage.

3. Whether the district court's dismissal of the state-law claims should be reversed and the action remanded
to state court absent another basis for federal jurisdiction.

HOLDINGS

1. A municipal employer establishes or maintains an employee welfare benefit plan when it endorses and
automatically provides a group insurance plan to its employees and pays the premiums directly to the
insurer, even though the insurer designs, administers, and underwrites the plan.

2. A group insurance plan purchased by a political subdivision for its employees is a governmental plan
within the meaning of ERISA and is exempt from ERISA coverage, notwithstanding that a private
insurer designed, administered, and underwrote the plan.

3. The district court's dismissal was reversed, and the action was to be remanded to state court unless
another basis for federal jurisdiction could be asserted.

KEY QUOTATIONS

“We conclude that it did in this case. Since a “governmental plan” is exempt from ERISA, we must reverse the
district court.” (423)

“Thus, a straightforward application of 29 C.F.R. § 2510.3-l(j) to the facts of this case forces the conclusion
that City did in fact “establish or maintain” an employee welfare benefit plan and, since City is a political
subdivision of a state, that plan qualified as a governmental plan under 29 U.S.C. § 1002(32) and was
therefore exempt from ERISA coverage pursuant to 29 U.S.C. § 1003(b)(1).” (426)

“Here, a governmental entity purchased a plan on behalf of governmental employees, and by doing so simply
delegated a task it otherwise would have undertaken had it chosen to set up a self-funded plan.” (427)

FACTUAL BACKGROUND

The City of Oroville, California, purchased a group benefits insurance policy from Mutual Life Insurance
Company of New York for its employees. Stephen and Evelyn Silvera were beneficiaries under the policy and
submitted claims arising from the birth and care of their daughter. MONY denied claims totaling approximately
$11,500. The City endorsed and automatically provided the plan to its employees and paid the premiums directly
to MONY.

PROCEDURAL HISTORY

Appellants filed state-law claims against MONY in California state court concerning the denial of benefits under
a group insurance policy. MONY removed the action to federal district court on the ground that ERISA governed
the plan and supplied federal-question jurisdiction, then moved to dismiss based on ERISA preemption. The
district court dismissed the complaint, permitted amendment, and later certified the dismissal as a final judgment



under Rule 54(b). The Ninth Circuit reversed and directed that the case be remanded to state court unless another
basis for federal jurisdiction could be established.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Reverse the district court's judgment and remand the case to state court unless another basis for federal
jurisdiction can be asserted.
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