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INTRODUCED BY 

~~~ BILL NO. ~ 
...._ 1'1<1.<.. ........... ,--

A BILL FOR AN ACT ENTITLED: ''AN ACT PROVIDING FOR THE 

SUSPENSION OF LEGAL PROCEEDINGS IN CERTAIN INSURANCE CLAIM 

SETTLEMENT CASES; INCREASING THE FINE THAT MAY BE IMPOSED 

FOR VIOLATION OF THE INSURANCE CODE; AMENDING SECTIONS 

33-1-317, 33-18-201, AND 33-18-241, MCA; AND PROVIDING AN 

APPLICABILITY DATE AND AN IMMEDIATE EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

section 1. Section 33-1-317, MCA, is amended to read: 

"33-1-317. Penalty imposed by conunissioner. The 

commissioner may, after having conducted a hearing pursuant 

to 33-1-701, impose a fine not to exceed the sum of ~5,&66 

~5,000 upon a person found to have violated any provision 

of this code, except 33-30-1012, or regulation duly 

promulgated by the commissioner, except that the fine 

imposed upon agents or adjusters shall not exceed $500. Said 

fine shall be in addition to all other penalties imposed by 

the laws of this state and shall be collected by the 

commissioner in the name of the state of Montana. Imposition 

of any fine hereunder shall be an order from which an appeal 

may be taken, pursuant to the provisions of 33-l-711.'' 

Section 2. Section 33-18-201, MCA, is amended to read: 

~'"' "9'""'"' '""""' 
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• 33-18-201. Unfair claim settlement practices 

prohibited. l!l No person may, with such frequency as to 

indicate a general business practice, do any of 

following: 

the 

t%t~ misrepresent pertinent facts or insurance 

policy provisions relating to coverages at issue; 

tit1E1 fail to acknowledge and act reasonably promptly 

upon communications with respect to claims arising under 

insurance policies: 

t3tl£l fail to adopt and implement reasonable 

standards for the prompt investigation of claims arising 

under insurance policies: 

t4tL~ refuse to pay claims without conducting a 

reasonable investigation based upon all available 

information: 

tSti~ fail to affirm or deny coverage of claims 

within a reasonable time dfter proof of loss statements have 

been completed; 

t6t1~1 neglect to uttempt in good faith to effectuate 

prompt, fdir, ~nd equitable settlements of claims in which 

liability has become reasonably clear; 

tTtJ...9l compel insureds to institute litigation to 

recover amounts due under an insurance policy by offering 

substantially less than the amounts ultimately recovered 1n 

actions brought by such insureds: 

-2- INTRODUCED BILL 
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t8t~ attempt to settle a claim for less than the 

amount to which a reasonable man would have believed he was 

entitled by reference to written or printed advertising 

material accompanying or made part of an application; 

t9till attempt to settle claims on the basis of an 

application which was altered without notice to or knowledge 

or consent of the insured; 

tHtlli make claims payments to insureds or 

beneficiaries not accompanied by statements setting forth 

the coverage under which the payments are being made; 

t%%t~ make known to insureds or claimants a policy 

of appealing from arbitration awards in favor of insureds or 

claimants for the purpose of compelling them to accept 

settlements or compromises less than the amount awarded in 

arbitration; 

tl2till delay the investigation or payment of claims 

by requiring an insured, claimant, or physician of either to 

submit a preliminary claim report and then requiring the 

subsequent submission of formal proof of loss forms, both of 

which submissions contain substantially the same 

information; 

ti3t!ml fail to promptly settle claims, if liability 

has become reasonably clear, under one portion of the 

insurance policy coverage in order to influence settlements 

under other portions of the insurance policy coverage; or 

-3-
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tl4t~ fail to promptly provide a reasonable 

explanation of the basis in the insurance policy in relation 

to the facts or applicable law for denial of a claim or for 

the offer of a compromise settlement. 

(2) As used in this section, liability_~ _ __£~asonably 

clear when there is no genu!ne issue as to any material fact 

regarding liability and the claiming party is entitled to 

judgment as a matter of law." 

Section 3. Section 33-18-241, MCA, is amended to read: 

"33-18-241. Separation of trial of claim for laek:--oE 

~eed--faitn unfair claim settlement practices from trial of 

underlying claim ==_?~ension of proceedings. ill The trial 

of a claim or action against an insurer under [section _4_1 

for ±aeK--of-good-faitn-±n-±t~-hanrl±±ng-or-s~tt~ement-~f-an 

±nsorane~-elaim unfair claim settlement practices may not be 

consolidated with a trial of the underlying claim if: 

tit~ the ±aek-of--goed--fa±th insurance settlement 

claim is against a party different from the party against 

whom the underlying claim is made; and 

tit~ the parties have not stipulated to 

consolidation of the trial of the laek--o£--good-fa~th 

insurance settlement claim and the underlying claim. 

(2) In the case of an insurance settlement claim that 

1s subject to the provisions of subsection (1), all 

proceedings in the case must be suspended until the 

-4-
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NEW SECTION. Section 4. Independent cause 
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hgve been 

favor of 

of action 

burden of proof. (1) An insured or a third-party claimant 

has an independent cause of action against an insurer for 

actual damages caused by the insurer's violation of 

subsect•on (1)(a), (1)(d), (1)(f), O< (l)(m) of 33-18-201. 

(2) In an action under this section, a plaintiff is 

not required to prove that the violations were of such 

frequency as to indicate a general business practice. 

(3) An insured who has suffered damages as a result of 

the handling of an insurance claim may bring an action 

against the insurer for breach of the 1nsurance contract, 

for fraud, or pursuant to this section, but not under any 

other theory or cause of action. An insured may not bring an 

action for bad faith in connection with the handling of an 

1nsurance claim. 

( 4) In an action under this section, the court or jury 

20 may award such damages as were proximately caused by the 

21 violation of subsection {l){a), (l)(d), (l)(f), or (l)(m) of 

22 33-18-201. 

23 (5) In order to recover under this section, a 

24 plaintiff must prove the absence of any debatable reason for 

2~ the insurer's refusal to pay or refusal to pay the amount 
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demanded by the plaintiff. A debatable reason is an arguable 

reason that is open to dispute or question. 

NEW SECTION. Section 5. Codification instruction. 

Section 4 is intended to be codified as an integral part of 

Title 33, chapter 18, part 2, and the provisions of Title 

33, chapter 16, part 2, apply to section 4. 

NEW SECTION. Section 6. Severability. If a part of 

this act is invalid, all valid parts that are severable from 

the invalid part remain in effect. If a part of this act is 

invalid in one or more of its applications, the part remains 

in effect in all valid applications that are severable from 

the invalid applications. 

NEW SE~TION. Section 7. Applicability. This act 

applies to causes of action arising after the effective date 

of this act. 

NEW SECTION. Section 8. Effective date. This act is 

effective on passage and approval. 

-End-
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HOUSE BILL NO. 240 

INTRODUCED BY THOMAS 

APPROVED BY COMM. ON 
BUSINESS AND LABOR 

A HILL FOR AN ACT ENTITLED: "AN ACT PROVIDING P8R A CAUSE 
~--~~ 

OF ACTION FOR AND THE SUSPENSION OF LEGAL PROCEEDINGS IN 

CERTAIN INSURANCE CLAIM SETTLEMENT CASES; INCREASING THE 

FINE THAT MAY BE IMPOSED FOR VIOLATION OF THE INSURANCE 

CODE; AMENDING SE€~~BNS SE~TION 33-1-317, 33-19-~0l,--ANB 

MCA; REPEALING SECTION 33-18-241, MCA; AND PROVIDING AN 

APPLICABILITY DATE AND AN rMMBBrA~B EFFECTIVE DA1'E." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 33-1-317, MCA, is amended to read: 

"33-1-317. Penalty imposed by commissioner. The 

commissioner may, after having conducted a hearing pursuant 

to 33-1-701, impose a fine not to exceed the sum of $5 1 eee 

$25,000 upon a person found to have violated any provision 

of this code, except 33-30-1012, or regulation duly 

promulgated by the commissioner, except that the fine 

imposed upon agents or adjusters shall not exceed $500. Said 

fine shall be in addition to all other penalties impo9ed by 

the laws of this state and shall be collected by the 

commissioner in the name of the state of Montana. Imposition 

of any fine hereunder shall be an order from which an appeal 

may be taken, pursuant to the provisions of 33-1~711." 
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Sec:t:i:on-i!o--Sec:tion-33--i8-i!el,--MeA-,-i:!!l-amended-to-r~ad--:

~33-i8-~91o--Bn£air----eiai:m----~ett~~m~nt----prac:tiees 

prol:'t-ibi-teClo ill No-persoft-may 1 -with--:!!!tteh----f-r-eqtteney--e:8--to 

i-nd±eate--~-a--general--b~sifte:!!l:!!!--praet±ee,--do--any--o£--the 

£-ollow±f'lg-: 

tlt~--mi~repr-esent--~erti-nent--£aet:s---or----in:!!lttraf'lee 

~ol±ey-provis±ons-relat:±ng-t:o-eo~erages-at-is:!!ltte; 

tit~--f-ai:l-to-aeknowledge-and-aet-r-easenabiy-promptly 

~pon--eommttnieati-ons--w±th--respeet--to-eiaims-ari:si:ng-ttnder

i:nsttranee-poli:ei:es; 

t3t~--f-ail--to---adopt---and---i:rn.plement---reasonable 

standarde--tor--the--prompt--±nvesti:gati:on-of--elai:me-ar±e±n9 

ttnder-i:nsttranee-pol±ei:ee; 

t~+~--re£ttee--to--pay--ela±ms--w±thottt---eondtteti:f'l~--a 

reasoneble----i:n~esti-gati:on---based---ttpon---all---avai-lable 

information; 

t St ~--fa i: 1-to--a£ £i-r-m--or --deny--- c:overage- -of-- --elai-ms 

w±thi:n-a-reaeonable-t±me-a£-ter-preof--o£-loss-etatements-hav~ 

been-eompleted.• 

t67i~t--neglec:t--to-attempt-~n-goo0-£aith-to-~££eettlate 

prompt,-£-air-,-and-eqttitable-settlements-o£-eiaims--in--whieh 

~iab-ility-nae-become-rea~onabiy-eiear• 

tTtf91--eompel--insttred~--to--inst±t~te--!itigation--to 

r-eeover--amotlnt~-Otle-ttnder-an-in~tt~ance--poliey--by--o££erin9 

5ttbstantia%iy--lese-than-the-amotlnt~-ttlt±mate±y-reco~ered-+n 

-2- HB 240 
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ac~ion~-brott~ht-by-~tleh-in~"r~e~; 

t8t~--attempt-to-~ettle-a-eleim--fo~--~e~~--than--the 

amottnt--to-whieh-a-~ea~onabie-man-would-have-be±ievee-he-wa~ 

entitled-by-reference--to--written--or--printe~--advert±~in9 

mater~a%-aeeompanyin9-or-made-part-of-an-appiic~tien; 

t9tffi--attempt--to--~ettle--ela±ms--on- the·-- ba!! i~ -of· an 

appl±eat±on-which-wa~-altere~-without-notiee-to-or-knowied9e 

or-eon~ent-o~-the-insured; 

tl9tfii-make---elaim~---payments---to----insureds----or 

bene£±c:iaries--not--aeeomp!trti:ed--by-!!t:atements··~etting-£orth 

the-eovet"age-ttrtder-wh±eh-the-payments··are-bei:ng-mad.et 

tlitf!i-make-k~ow~-to-i~~~~ed~-o~-e%aimants-a-po%iey-of 

appeating-from-ar~i~ra~ioft-awards-ift-favor--oi--ifts~re~~--or 

e~aiMaftts--for--the--purpo~e--of--eompeliiftg--them-~o-aeeept 

8e~~lemeftt8-or-eompromises-iess-than-the-amo~nt--awarded--in 

arbii:ration-; 

t~%tt!±ti2t-delay---the--inYe8tigation--or--payment--of 

elaims-by-req~irin~-an-ins~red,-e%a±mant7--or--physieian--of 

either--to--su~mit--a--pre~iminary--e~aim--report--and--then 

req~ir±n~-the-subseqttent-submission-of-formal-proof-of--loss 

ferme,--both--of-whieh-submiss±ons-eontain-sttbstantiatly-the 

same-information; 

t%3t~--fa±l-to-promptly-settle-elaims7 --if--iiability 

has--beeome--reasonably--erear,--un~er--one--portion--of-the 

insuranee-poliey-eoverage-in-or~er-to-influenee--settlements 

-3- HB 240 
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uneer-other-portions-of-the-insuranee-po~iey-eoverage7-0r 

ti4t~tl4t--fa±l--to--promptly--provifte--a--reasonabie 

explanation-of-the-basis-in-the-insurance-poliey-in-relation 

to-the-faets-or-epp~~ee~le-lew-for-eenf~l-ef-8-e~e~~-~~--for 

the-offer-of-a-~ompromise-~e~tlem~nt7 

tit--A~--~sed--in-thi~-~ection,-liab±l±ty-±s-rea~onably 

e~e8r-whe~-there-i~-no-genttine-iestte-a~-to-any-materiai-f8et 

regarding-iia~ility-and-the-elaiming-party--is--entitled--to 

;~dgment-as-a-matter-of-law.• 

Section 2. REPEALER. Section 33-18-241, MCA, is 

amended-to-read~ R~PEALED. 

•33-i8-i4l.--s~~aration-of-tria~-o£-eia±m-for--~aek--of 

qood--faith ~nfair-e~aim-~ettlement-p~aetiees fr~m-trial-of 

ttnderiying-eia±m ---s~spension-of-proeeedings• i!i The-trial 

ef-a-elaim-or-aetioft-aga±ft~t-aft-±nsurer under--t~~~~±o~~:4t 

for--lae~--of-good-faith-in-its-hand~ing-or-settlement-of-an 

insttranee-elaim ttnfair-elaim-settlement-praetiees may-not-be 

eonsoli~ated-wi~h-a-tria~-of-the-~nderiying-ela~m-±fi 

t±tf!l--tfte-laek-of--~ood--faith ine~ranee--sett~ement 

eiaim--±s--agai~st--a-party-d±fferent-from-the-party-against 

whom-the-ttftderlyiftg-eiaim-is-made;-an~ 

tit~--the---parties---have----not----stipMlated----to 

eonsolidation--o£--the--trial--of--the--lac~--o£--good-fa±th 

±n~Hranee-se~~lement ela±m-and-the-Mnder~yi~g-eta±m. 

tit--fn-the-ease-of-a~-insttranee-settiement-eiaim--that 

-4- HB 240 



l 

2 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

HB 0240/02 

i~~--~~bjeet--to--the--p~ov±s±o~~--o£--sttb~~e~ion-~t±t,--ail 

eroeeediftgs--in--the--ca~e--mttst--be--~~~pended--tlntil-~-the 

!±8biiity---±ssnes---or---tfte--uftderl~ing--elaim~-have--be~~ 

dete~mined-either-by-settlement-or-ey-jtldg~ent-in--£a~or--or 

~ne-pre:intiffo.&l 

NEW SECTION. Section 3. Independent cause of action 

burden of proof. (1) An insured or a third-party claimant 

has an independent cause of action against an insurer for 

actual damages caused by the insurer•s violation of 

subsection t±ttah-t±ttdt,-tlttft.-or-tlttmt ( 1), ( 4), ( 5), 

(6), (9), OR (l3l of 33-18-201. 

(2) In an action under this section, a plaintiff is 

not required to prove that the violations were of such 

frequency as to indicate a general business practice. 

(3) An insured who has suffered damages as a result of 

the handling of an insurance claim may bring an action 

against the insurer for breach of the insurance contract, 

16 for fraud, or pursuant to this section, but not under any 

19 other theory or cause of action. An insured may not bring an 

20 action for bad faith in connection with the handling of an 

21 insurance claim. 

22 (4} In an action under this section, the court or jury 

23 may award such damages as were proximately caused by the 

24 violation of subsection tittatT-t~ttdtT--t~ttftT--or--tittmt 

25 < 1), 14), 1 5), (6), {9), OR (13) of 33-16-201. EXEMPLAHY 
--~--
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1 DAMAGES MAY ALSO BE ASSESSED IN ACCORDANCE WITH 27-1-221. 

2 (5) Tn--o~der--to--reeever--~nder--th±~---~eetion7---~ 

3 plain~~f£-mtl~t-prove-the-ab~enee-of-any-deb~table-rea~en-for 

4 the--±nsttrerLe--re£tt~ai--to-pay-or-reftl~at-to-p~y-the-amottnt 

5 demanded--by-the-plaint±f~~-A-deb~tabie-rea~on-±e-an-ar9tlable 

6 rea~on-~ha~-i~~open-to-dispttte-or-qtlestion~ AN INSURER MAY 
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NOT BE HELD LIABLE UNDER THIS SECTION IF 'rHE INSURER HAD A ----- ~----~ --

RPASONABLE BASIS IN LAW OR IN FACT FOR CONTESTING THE CLAIM 

Q!.' THE~AMOQ_NT OF THE CLAIM, WHICHEVER IS IN ISSUE. 

~(A) AN INSURED MAY FILE AN ACTION UNDER THIS 

~ION, TOGETHER WITH ANY OTHER CAUSE OF ACTION~THE INSURED 

HAS AGAINST THE INSURER. ACTIONS MAY BE BIFURCATED FOR TRIAL 

WHERE JUSTICE SO REQUIRE~ 

1BJ A THIRD-PARTY CLAIMANT MAY NOT FILE AN A~TION 

!JNDER THIS SECTION UNTIL AFTER T!IE UNDERLYING CLAIM HAS BEE>I 

SETTLED OR A JUDGMENT ENTERED IN FAVOR OF THE CLAIMANT ON 

THE UNDERLYING CLAIM. - ~ 

(7) THE PERIOD PRESCRIBED FOR COMMENCEMENT OF AN 

ACTION UNDER THIS SECTION IS: .. - -

~_FOR_ AN INSURED, WITHIN 2 YEARS FROM THE DATE~OF 

THE VIOLATION OF 33-18-201; AND 

J..!ll__E'SJR A THIRD-PARTY CLAIMAN"G_WITHIN l_ YEAR FROM THE 

DATE OF THE SETTLEMENT OF OR 1'HE ENTRY 0.' JUOGMENT ON THE 

UNOERLYING CLAIM. - --
~AS USED IN THIS SECTION, A" INSURER INCLUQES A 

-6- HB 240 
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1 PERSON, FIRM, OR CORPORATION UTILIZING SELF-INSURANCE TO PAY 

2 CLAIMS MADE AGAINST THEM. 

3 NEW SECTION. Section 4. Codification instruction. 

4 Section 4 1 is intended to be codified as an integral part 

5 of Title 33, chapter 18, part 2, and the provisions of Title 

6 33, chapter 18, part 2, apply to section 4 ~-

7 NEW SECTION. Section s. Severability. If a part of 

8 this act is invalid, all valid parts that are severable from 

9 the invalid part remain in effect. If a part of this act is 

10 invalid in one or more of its applications, the part remains 

11 in effect in all valid applications that are severable from 

12 the invalid applications. 

13 NEW SECTION. Section 6. Applicability. This act 

14 applies to causes of action arising after the effective date 

15 of this act. 

16 NEW SECTION. Section 7. Effective date. This act is 

17 effective on passage-an~-appreva% JULY 1, 1987. 

-End-

-7- HB 240 



50th Legislature HB 0240/02 

l 

2 

3 

4 

s 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HOUSE BILL NO. 240 

INTRODUCED BY THOMAS 

A BILL FOR AN ACT ENTITLED: "'AN ACT PROVIDING PeR A CAUSE 

OF ACTION FOR AND THE SUSPENSION OF LEGAL PROCEEDINGS IN 

CERTAIN INSURANCE CLAIM SETTLEMENT CASES; INCREASING THE 

FINE THAT MAY BE IMPOSED FOR VIOLATION OF THE INSURANCE 

CODE; AMENDING SBe~f6NS SECTION 33-1-317, 33-18-291,--ANB 

MCA; REPEALING SECTION 33-18-241, MCA; AND PROVIDING AN 

APPLICABILITY DATE AND AN iMMBIHA~B EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 33-1-317, MCA, is amended to read: 

"33-1-317. Penalty imposed by commissioner. The 

commissioner may, after having conducted a hearing pursuant 

to 33-1-701, impose a fine not to exceed the sum of ,s,eee 

$25,000 upon a person found to have violated any provision 

of this code, except 33-30-1012, or regulation duly 

promulgated by the commissioner, except that the fine 

imposed upon agents or adjusters shall not exceed $500. Said 

fine shall be in addition to all other penalties imposed by 

the laws of this state and shall be collected by the 

commissioner in the name of the state of Montana. Imposition 

of any fine hereunder shall be an order from which an appeal 

may be taken, pursuant to the provisions of 33-1-711." 
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S~e~ion-i.--Seetioft-33-t8-~8t7-M€~r-is-amen~ed-~e-read~ 

~~3-~8-i&l~--Snfair----e~aim----se~~~ement----prae~iees 

preftibi~ed• f!i No-per~on-meyr-witft--sueft--freqHeney--ee--to 

indieate---a--g~neral--basiness--praetiee7--de--any--ef--the 

following• 

tltf!l--m~srepre~ent--pertinen~--Eaets---or---insuranee 

pel~ey-previsions-reiatin9-te-eevera9es-at-isstteT 

tit~--fail-te-aeknowied9e-and-aet-reasonably-promptly 

upon--eomm~nieatiens--with--r~speet--to-elaims-arisin9-~nder 

insu~anee-policies; 

t3t~--Eail--to---adopt---and---implement---reasonable 

standards--for--the--prompt--investigation-of-elaims-arisin~ 

wnder-ins~ranee-polieies; 

t4t~--refHse--te--pay--elaims--witho~t--eond~etin9--a 

r~asonable----investi9ation---ba~ed---~pon---all---ava~lable 

information; 

tSt!~--fail-to--affirm--or--d~ny--eovera9e--of--claims 

within-a-reasonabte-time-a£ter-proor-of-io~~-statements-have 

been-eompieted; 

f6tt£z--neqt~et--to-attempt-~n-qoo0-faith-to-efEeetHftte 

prompt 7 -f8ir¥-and ~qtlitabl~-~~ttlement~-of-elaim~--in--whieh 

li~bility-has-beeome-ree~onably-e+~ar; 

tTt191--eompel--in~~red~--to--in~tit~te--liti9etion--to 

reeover-amotlnt~-d~e-~nd~r-e~-in~ttranee--pol±ey--by--offerinq 

~~bs~an~ially--l~s3-than-the-amo~nts-tl%timateTy-reeoYered-in 
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eetion~-brenght-bf-s~eh-~nS~reds; 

t8tfh±--att~mpt-te-~@ttl~-a-elaim--~er--leos--than--th~ 

amo~n~--~e-Wh~eh-8-reasonabl@-mftn-wo~l~-ha~e-be~ieved-he-Ve~ 

e"titied-by-ref~~enee--te--wr±~ten--or--p~inted--advertisin9 

mater~ai-aeeompanyin9-0r-m8de-p~r~-eE-an-ap~l±ea~±on; 

f9tf!±--atte~pt--to--settie--claims--on-the-basis-of-an 

app~ieat~on-whieh-was-altered-w±thottt-notiee-to-or-~now!edge 

or-eons~n~-Of-the-ins~red; 

tl9tii!-make---elaiM~---payments---to----insttreds----or 

benefieiaries--not--aeeompanied--hy-sta~emente-Setting-forth 

the-eovera~e-ttn~er-whieh-the-payments-are-bein~-made; 

ttlti!i-mak~-known-to-iriettreds-or-elaimftftt~-8-pei~e~-eE 

.ftp~~a+~ftg-from-arbitration-eward~-i~-!avo~--of--i~sttr~ds--or 

eiaimants--for--th~--~~rpe~~--of--eempelling--them-te-8eeept 

~~~~i~ments-or-eompromise~-less-~han-th~-amonn~--award~d--in 

arbi~ra~ien-:-

tlitt!itl2t-d~lay---the--in¥~~ti~atien--er--payment--of 

ei8im~-by-reqHiring-an-insured7 -elaim8n~7 --o~--physieien--of 

either--~o--sttbmit--a--preiiminary--elaim---repor~--8nd--then 

reqairing-the-sHbsequent-submission-of-form8i-pr0ef-of--ioss 

f6rms7--beth--of-whieh-submissionS-eont8in-substantially-the 

same-informetioft~ 

tl3t~--fail-to-~ro~~~ly-setti~-eisime,--if--liability 

ha~--Seeom~--reasenablt--el~ar7 --arider--one--portio~ 6£-the 

inSHrSriee-poliey-eoverage-in-orfter-to-infittenee--settleme"ts 
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ttnder-other-portion~-of-the-insttranee-poiiey-eovera9e-:--or 

tl4t~ti4t--fail--to--premptly--prowide--a--reasonable 

explanation-of-the-ba3is-in-the-~ft~ttranee-poliey-in-relation 

to-~K~-faet~-or-appl~eable-law-for-den±al-o£-a-eia±m-o~--for 

the-ofEer-o£-a-eompromi~e-~e~tiemen~. 

t!t==As--a~ed--in-~h+~-seetion,-liability-±~-~ee~o~~~~~ 

elea~-when-there-is-no-qen~±ne-i~~~e~~~-~o-any-material-fae! 

regtu:~_i_'!_g_:-_~~~!_!_ty-and-the-eia irn±ng-pa r~y- -- i ~--en~ it led:-- to 

jHdgment-a~-a-mat~er-of-law.• 

Section 2. REPEALER. Section ]]-18-241' MCA., is 
-~--~-

arnenfted-to-read~ REPEALED. 

a33-l8-i4l.--Sepa~atton-o£-trial-of-ele±m-~or--iaek--~f 

good--faith ~nfair-eiaim-~ettiement~aeti~ from-trial-of 

Hnderlyinq-elaim ---suspen~ion-o£-proeeedin9S• 1!1 ~he-trial 

of-a-elaim-or-aetion-against-an-insttrer ander--tseetioh--41 

for--laek--o£-~ood-faith-ift-its-handling-or-~ettlement-of-an 

in~uranee-elaim Hnfair-elaim-settiement~~~!!~e~ may-not-~e 

eonsolidated-with-e-trial-of-the-ttnderlying-elaim-+£~ 

tit~--the-laek-of--~ood--faith ift~ttranee--settlement 

elaim--is--against--a-par~y-~i~ferent-from-the-party-aga+n~t 

whom-the-ttnderlyi "9- e+a;..m-- t-!'!l··mtuie-r-anft 

tit~t--the---parti~~-~ -have----net---~stipuleted----te 

eon~o~i~8t~en--eE--tne--tr~el--o£--the--~aek--oE--90od-faith 

~"~~~~~~~~~ttleMen~ elaim-a"d-the-an~eriy+nq-~laim. 

f!l__:_:.!.!'_-~h~ -case-of -an__:-_instt ranee- !'le~ t: l emei'lt-e!_~~~-- !h_~_! 
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l is---sabjeet--to--~he--provisions--of--s~bseetion--tlt,--all 

2 proeee~ings--in--the--eftse--M~st--be--~~spe~ded--antil---the 

4 

liability---issues---of---the--Hnderlying--eleim--have--been 

determined-either-by-settiement-or-hy-jttdgment-in~-£8vor--of 

S the-plainti~f.• 

6 

7 

NEW SECTION. Section 3. Independent cause of action 

burden of proof. (1) An insured or a third-party claimant 

8 has an independent cause of action against an insurer for 

9 

10 

11 

12 

actual damages caused by the insurer's violation of 

subsection tzttatT-tlttdt,-tlttft,-e~-tittmt i!J~~i21L 

(61, (9), OR (131 of 33-18-201. 

(2) In an action under this section, a plaintiff is 

13 not required to prove that the violations were of such 

14 

15 

16 

17 

18 

19 

20 

frequency as to indicate a general business practice. 

(3) An insured who has suffered damages as a result of 

the handling of an insurance claim may brinq an action 

against the insurer for breach of the insurance contract, 

for fraud, or pursuant to this section, but not under any 

other theory or cause of action. An insured may not bring an 

action for bad faith in connection with the handling of an 

21 insurance claim. 

22 

23 

24 

25 

( 4) In an action under this section, the court or jury 

may award such damages as were proximately caused by the 

violation of subsection ttttet7-tlttd);--tlttftT--~r-·-ttttmt 

i.!J.L__ !_!1, l2L__JB_,__i2~_!_1_3_1 of 33-18-201. EXEMPLARY 
~-------
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1 DAMAGES MAY ALSO BE ASSESSED IN ACCORDANCE WITH 27-1-221. 

2 {5) ln--order--to--reeever--~nder--thi~---~eet~onr---e 

3 plaintiff-m~~t-prove-the-ab~enee-of-a~y-debateble-reeson-for 

4 the--insurer~~--reftt~al--to-pey-or-reftlsel-te-pay-the-amott~t 

5 demand~d-by-the-pleintiffo-~-d~b8~8bie-reeson-is-an-ar9ttabie 

6 resson-~hat-~~-open-to-d±~p~~e-er-qttes~ion. AN INSURER MAY 

7 NOT BE HELD LIABLE UNDER THIS SECTION IF THE INSURER HAD A 

8 REASONABLE BASIS IN LAW OR IN FACT FOR CONTESTING THE CLAIM 

9 OR THE AMOUNT OF THE CLAIM, WHICHEVER IS IN ISSUE. 

10 

11 

12 

16) (A) AN INSURED MAY FILE AN ACTION UNDER THIS 

SECTION, TOGETHER WITH ANY OTHER CAUSE OF ACTION THE INSURED 

HAS AGAINST THE INSURER. ACTIONS MAY BE BIFURCATED FOR TRIAL 

13 WHERE JUSTICE SO REQUIRES. 

14 

15 

16 

17 

18 

19 

20 

j ~THIRD-PARTY CLAIMANT MAY NOT FILE AN ACTION 

UNDER THIS S~CTION UNTIL AFTER THE UNDERLYING CLAIM HAS BEEN 

SETTLED OR A JUDGMENT ENTERED IN FAVOR OF TH§_CLAIMANT ON 

THE UNDERLYING CLAIM. 

12J__'!!!_E__P ER I OD ~IBED FOR AN COMM.E:NC EMENT 
------- -----

OF 

ACT ION UNDER _!!!_!_S_§~CTION __ 1§_:_ 

1_A_l_ FOR AN INSUgE;D_. WIT!JIN 2 YEA_R~ FROM __ THI;;_ DATE_ OF 

21 THE VIOLAT_ION_(}f" 33-lB-201; AND 

22 l!I_L_F9_11_1\_!I:'!~[)_-)'A~TX £LA_!MANT, i'jiT~ 1 YEA_II_E:_R()~__!~ 

23 Q_A_~ _ _Qf_ __ TH~ __ §~'!_~~~~NT OP C~l!- '!'-~-~--~NT~!'__Qf ___ .}"U~~~~I- ON THE 

24 UNDERLY I I<{;_(_: LA I!:!_, 

25 l!!J__ AS USED _lr-l ___ THIS SECTION, AN INSURER lr-lC[.[JO_E;_!l_l\ 
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1 PiHSON, PIHM, OR CORPORATION UTILIZI~ SELF-INSURANCE TO PAY 

2 CLAIMS MADE AGAINST THEM. 

J NEW SECTION. Section 4. Codification instruction. 

4 Section 4 ~ is intended to be codified as an integ<al pa<t 

5 of Title 33, chapte< 18, pa<t 2, and the p<ovisions of Title 

6 33, chapter 18, part 2, apply to section 4 ~· 

7 NEW SECTION. Section 5. Severability. If a part of 

8 

9 

10 

11 

12 

13 

14 

this act is invalid, all valid parts that are severable from 

the invalid part remain in effect. If a part of this act is 

invalid in one or more of its applications, the part remains 

in effect in all valid applications that are severable from 

the invalid applications. 

NEN SECTION. Section 6. Applicability. This act 

applies to causes of action arising after the effective date 

15 of this act. 

16 NEW SECTION. section 7. Effective date. This act is 

17 effective on pasaage-and-appro•al JULY 1, 1987. 

-End-
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HOUSE BILL NO. 240 

INTRODUCED BY THOMAS 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING P6R A CAUSE 

OF ACTION FOR AND THE SUSPENSION OF LEGAL PROCEEDINGS IN 

CERTAIN INSURANCE CLAIM SETTLEMENT CASES; INCREASING THE 

FINE THAT MAY BE IMPOSED FOR VIOLATION OF THE INSURANCE 

CODE; AMENDING SE€~i6NS SECTION 33-1-317, 33-i8-r9i7--ANB 

MCA; REPEALING SECTION 33-18-241, MCA; AND PROVIDING AN 

APPLICABILITY DATE AND AN lMMEBlA~B EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 33-1-317, MCA, is amended to read: 

''33-1-317. Penalty imposed by commissioner. The 

commissioner may, after having conducted a hearing pursuant 

to 33-1-701, impose a fine not to exceed the sum of $5 1 eee 

$25,000 upon a person found to have violated any provision 

of this code, except 33-30-1012, or regulation duly 

promulgated by the commissioner, except that the fine 

imposed upon agents or adjusters shall not exceed $500. Said 

fine shall be in addition to all other penalties imposed by 

the laws of this sta:, and shall be collected by the 

commissioner in the name of the state of Montana. Imposition 

of any fine hereunder shall be an order from which an appeal 

may be taken, pursuant to the provisions of 33-l-711.'' 
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S~et~on-~o--Sect±o"-3~-T8-~9!,-M€A,-±~-amended-to-~~ad~ 

U33-i8-i9To--Hn~a±r----cia±m----~ettlemen~----practice~ 

proh±~±tedo i!i No-per~on-may1-w±th--~tteh--f~eqHeney--a~--to 

±nd±eate---a--9eneral--b~~i"e~~--prae~±ee,--do--a"y--o£--the 

~orrowin9~ 

t±t~--m±~repre~ent--perti"ent-·-fact~---or---in~~ranee 

poticy-pro~±~±e~~-retat±nq-to-eo~era9e~-at-±s~tte7 

t2ttht--fail-to-aeknowied9e-and-aet-rea~onably-promptly 

ttpon--eommanieations--w±th--re~pect--to-elaims-ar±s±ng-ander 

in~aranee-~olic±e~• 

t3t~--fa±l--to---adopt---and---±mplement---rea~onabte 

~tan0ard~--for--the--prompt--in~e~ti9at±on-of-ela±m~-ar~~tnq 

ttnder-in~aranee-polie±e~• 

t4t~--refa~e--to--pay--ela±m~--w±t~ottt--eondaet±ng--a 

r~a~ona0le----inve~ti9ation---Oased---upon---a~~---ava±~abl~ 

information: 

t5t~--fai~-to--affirm--or--deny--eovera9e--of--eTaim~ 

w±thin-a-rea~onab±e-time-afte~-~roo£-of-lo~~-~tatement~-have 

been-eom~Teted, 

t6ttft--neg~eet--to-attempt-in-good-faith-to~effectaate 

prompt 1-fa±r 1 -and-eq~itable-~ettlement~-of-elaim~--±n--whieh 

±±ah±l±ty-ha~-beeome-rea~onably-e±earr 

tTtt91--eompel--in~~red~--to--instit~te--liti9at±on--to 

reeever-amotlnt~-dne-ander-an-in~aranee--poliey--by--offerin9 

substant±ally--±es~-than-the-ameunts-~lt±mate±y-reeovered-in 
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ae~~on~-bre~~ht-by-~~ch-in~tlr~O~; 

t8till- -e:tti!Mpt-te-sll!ttie-e:-e-le:ifft--£or--ie~~- · than- -the 

e:mottnt- -to-wh±eh-e:- ree.son.abYe -men -would-· have- r,et±i!!ved:-he-wa s 

ent±t-led-by-~eferenee--to--writtl!n--or--printed--advert±:'!in9 

mater~a-l-aeeompany±n~-or-me:de-part-of-an-appTieetien; 

t9tfjt--e:ttempt--to--settle--ela±m!5:--on-th@-ba~i:'!-o£-en 

appl±eat±on-whieh-wa~-altl!red-w±thottt-not±ee-to-or-knowted9e 

or-con!5:ent-of-the-±n~ttred:; 

t±9tfii-make---ela±m:'!---pe:yments---to----±nstlred:'!----or 

benef±e±ar±es--not--aeeompan±ed--~y-statements-sett±n9-forth 

the-eoverage-tlndl!r-whieh-the-payments-arl!-being-made; 

ti-itf_l!_i-make-known-t'-"-1:t'l!!t:21."ed!!-or-~:lfl:i-ment!'S-.e-poii-ey-o£ 

appeeli-n9-~rom-arbitration-ewerd~-irt-fe~or--of--i-n~ttr~d!'S--or 

eiaimant~--for--th~--p~rpo!!e--of--eompettin9--them-te-fl:eeept 

!'Settiemertt!!-or-~ompromi~e~-le!!~-than-the-amottrtt--.ewarded--in 

a-rO±trB:tion-:-

tl~ttltt±Zt-deloy---the--inve~ti9etien--or--pfl:yment--o£ 

eleim!!-by-reqtlir~n9-en-irt!!ttred 7 -~ie±martt 7 --or--phy~ieian--of 

e±ther--to--!!~bmit--a--prel±minary--~lfl:im---repo-rt--and--then 

reqtlirin9-the-!!t:t0!!eqtlent-sttbm±~~±on-of-forma:l-proo£-o£--lo~!! 

form!!r--both--o£-wh±eh-sttbmission~-eont.ein-!!ab!!tant±ai:ly-the 

~ame-±rt£ormation; 

fl3t~--fa± :1:-to-~romptty-~ettte-e±a±m!!-,- ·· i f--l:i8:b±l: ity 

he!!--beeome--rea~ortably--el:ear 7 --ttnder--one--port±on--of-the 

±rtst:tranee-poi±ey-eover.ege-in-order-to-±nf:lt:tenee--settlement!! 
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tlnder-other-port~on~-of-tn~-~n~tlranee-pol±ey-eovera~e~-or 

tt4t~tt4t--tail--to--promptly--provide--a--ree~onabl~ 

~xpl~n~tion-o£-t~e-ba~~~-~n-the-in~aranee-pol±ey-in-rela~±on 

to-the-fa~t~-or-appl±eable-law-for-den±al-ot-a-elaim-or--for 

t~e-offer-of-a-eomprom±~e-~ettt~mento 

t 2 t--A~- -tt..,ed-- in- th i!!-~~et ioM 7- ~-±~~;!: !~_-: ~-!!_-:!_~f!t __ ~_on.e~ty 

clear-when-there-i~-no-qenuirte-i~Stl~-ag-to-any-material-faet 

rege rd ~~-:_~_!~b-~ l i ty-a nd- the-e laim± nq- pt!!: r t y-- ±:!l--ent± t.l ed-- to 

jtldqment-a~-.e-metter-of-lawou 

Section 2. REPEALER. Section 33-18-241, MCA, i.s 

amended-to-read~ REPEALED. 

D33-l8-Z4:lo--Seperation-o£-trial-of-ela±m-for--ra~~--of 

good--faith tlnfair-e±a~m-~ettlement-praet~ee~ from-triat-of 

t~nder±ying -ele±m ---!St~:!pen!!ion-of-proee~j_ ~~-9.~; i!.i 'f~e --trial 

of-a-elaim-or-aeti~n-aga±rt!St-an-±n!St:tt"er ~"~!~~-~~~etion--4+ 

ror--iaek--of-90ed-fa+th-±n-it~-handlin9-or-:!ettlement-of-an 

±n~tl t"Onee-e-laim t~nfai! -c±a±m-sett _lemet:!_!::.:E.!'~~t ie_~~ may-net- be 

eon:!lolidated-w±th-a-tria±-of-the-tlnder±ying-elaim-±t~ 

fltf!!i --ti'le-±aek -of- -9ood- -faith ±n:'!ttr'fl:n~~-=- -:!le_!__t le~~-! 

~le±m--i~--~ga±n!St--e-perty-ditterent-from-th~-par~y-against 

whom-tne-~nderiying-~laim-±!!-m.ede;-and 

tZt~--the---par~±e:!l---h~ve----not----~t±p~±ated----to 

eon~o±±dation--of--the--erial--oE--~ne--:laek--~f--9~6d-~a+~i'l 

j~:!l~ran~e-~ettiemen~ elaim-ond-the-tlnder:lyinq-ela±mo 

tZt--fn-the-e~~~~of-an-±n!!ttranee-~ettlement-clfl:im--thot 
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,!:_~---!I t1 b j ec t-- to--e hI!- -pt"O 'I i:- !1-t:Oft !1--0 f-- Stt bsee e i-on-- f l t 7-- et !.! 

proeeedi-l"'gs--±n--the--ease--mt1st--be--!''HHipended--.~ne±i---ehe 

T±ebility---±~sttes---o£---the--ttnderlyin9--eia±m--have--be~~ 

detet"m±ned-e±ther-by-settlement-o~-by-ittdgment~±n--£evor--of 

tl-lie-pled::l"'t±£f-.n 

NEW SECTIO_N. Section 3. Independent cause of action 

burden of proof. (1) An insured or a third-party claimant 

has an independent cause of action against an insurer for 

actual damages caused by the insurer's violation of 

subsection t'rtt8t,--t±ttdt,-ttttft-;--or-t'rttl!lt ( 1), ( 4), l_5_L_ 

(6), (9), OR (13j_ of 33-18-201. 

( 2) In an action under this section, a plaintiff is 

not required to prove that the violations were of such 

frequency as to indicate a general business practice. 

{3) An insured who has suffered damages as a result of 

the handling of an insurance claim may bring an action 

against the insurer for breach of the insurance contract, 

for fraud, or pursuant to this section, but not under any 

other theory or cause of action. An insured may not bring an 

action for bad faith in connection with the handling of an 

insurance claim. 

(4) In an action under this section, the court or jury 

may award such damages as were proximately caused by the 

violation of subsection tlttat,-t~ttdtr--tlttftr--o~--ttttmt 

( 1)' ( 4 ), (5), (6), (9), OR (13) of 33-18-201. EXEMPLARY 
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DAMAGES MAY ALSO BE ASSESSED IN ACCORDANCE WITH n_=_l~£l· 

(5) Tn--o~de~--to--recove~--nnder--thi~---~eetion,---a 

p~a±fttif£-m~st-pre~e-~he-absenee-of-any-debatabYe-reas~n-fer 

the--~n~nrer~~--reftls~l--to-p~y-or-reftl~al-to-pay-the-amottnt 

demanded-by-the-pia~nttffo-A-debatable-rea~on-~~-an-ar9nabte 

rea~on-tha~-i~-open-eo-ai~ptt~~-er-qtlest±on~ AN INSURER MAY 

NOT BE HELD LIABLE UNDER THIS SECTION IF THE INSURER HAD A 

REASONABLE BASIS IN LAW OR IN FACT FOR CONTESTING THE CLAIM 

OR THE AMOUNT OF THE CLAIM, WH1CHEVER IS IN ISSUE. 

(6) (A) AN INSURED MAY FILE AN ACTION UNDER 1'HIS 

SECTION, TOGETHER WITH AI\)Y_ OTHER CAUSE OF ACTIO_N THE INSURED 

HAS AGAINS1' THE INSURER. ACTIONS MAY BE BIFURCATF:D F'OH 1'H I AL 
--~- ~-

WHERE JUSTICE SO REQUIRES. 

~1 A THIRD-PARTY CLAIMANT MAY NOT FILE AN ACTION 

UNDER THIS SECTION UNTIL AFTER THE UNDERLYING CLAIM HAS B~~N 

SETTL~D OR_ A JUDGMENT E~TERED IN FAVOR OF THE CLAIMANT ON 

THE UNDERLYING CLA1M. 

(7) THE PERIOD PRESCR~~EQ FOR COMMENCEMENT OF AN 

ACTION UNDER THIS SECTION IS: 

(Al F9R AN INSUREI:>_c_~ WlTHIN 2 YEARS FROM THE DATE OF 

THE VIOLATION OF 33-18-201; AND 

lBL FOR A THIRD-PARTY CLAIMANT, WITHIN 1 YEAR FROM THE 

DATE OF THE SETTLEMENT OF OR THE ENTRY OF JUDGMENT ON THE - ~ 

UNDERLYING CLAIM. 
--~·~ 

~AS USEO IN THIS SECTION, AN INSURER INCLUDES A 
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l PERSON, FIRM, OR CORPORATION UTILIZING SELF~INSURANCE TO PAY 

2 CLAIMS MADE AGAINST THEM. 

3 NEW SECTION. Section 4. Codification instruction. 

4 Section 4 l is intended to be codified as an integral part 

5 of Title 33, chapter 18, part 2, and the provisions of Title 

6 33, chapter 18, part 2, apply to section 4 3. 

7 NEW SECTION. Section 5. Severability. If a part of 

8 this act is invalid, all valid parts that are severable from 

9 the invalid part remain in effect. If a part of this act is 

10 invalid in one or more of its applications, the part remains 

11 in effect in all valid applications that are severable from 

12 the invalid applications. 

13 NEW SECTION. iiection 6. Applicability. This act 

14 applies to causes of action arising after the effective date 

15 of this act. 

16 NEW S_E;CTION. Section 7. Effective date. This act is 

17 effective on p8e~8ge-and-8pproval JULY~~· 

-End~ 
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