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HOUSE BI LL 1651

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on

By Representatives Hurst, Barlean, Canpbell, Cody, Sullivan, Keiser,
Constantine, Hatfield, MliIntire, Santos and Conway

Read first time 02/02/1999. Referred to Committee on Financial
I nstitutions & | nsurance.

AN ACT Relating to insurance liability; amending RCW 48. 30.010;
addi ng new sections to chapter 48. 30 RCW and prescribing penalties.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. This chapter nay be known and cited as the
insurance liability bad faith act.

NEW SECTI ON. Sec. 2. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "lInsurer” nmeans any i nsurer as defined in RCW48. 01. 050 and any
self-insurer, including a self-insured entity as defined by chapter
51.14 RCW

(2) "Insured" neans any individual, conmpany, insurer, association,
organi zation, reciprocal or interinsurance exchange, partnership,
busi ness trust, corporation, or other entity that has purchased
insurance or is defined as an insured under a policy of insurance
including any direct or third-party beneficiary to a policy of
i nsurance issued to any "insured."
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(3) "Insurance claim neans any request by an insured for coverage
or benefits pursuant to a policy of insurance that arises after binder,
execution, or issuance of a contract of insurance to an insured.

Sec. 3. RCW 48.30.010 and 1997 c¢ 409 s 107 are each anended to
read as foll ows:

(1) No person engaged in the business of insurance shall engage in
unfair nethods of conpetition or in unfair or deceptive acts or
practices in the conduct of such business as such nethods, acts, or
practices are defined pursuant to subsection (2) of this section.

(2) I'naddition to such unfair nethods and unfair or deceptive acts
or practices as are expressly defined and prohibited by this code, the
conmi ssioner may fromtinme to tinme by regul ati on pronul gated pursuant
to chapter 34.05 RCW define other nethods of conpetition and other
acts and practices in the conduct of such business reasonably found by
the comm ssioner to be unfair or deceptive after a review of all
comments received during the notice and comment rul e-nmeki ng peri od.

(3)(a) I'n defining other methods of conpetition and other acts and
practices in the conduct of such business to be unfair or deceptive,
and after reviewng all coments and docunents received during the
noti ce and comment rul e-nmaki ng period, the conm ssioner shall identify
his or her reasons for defining the nethod of conpetition or other act
or practice in the conduct of insurance to be unfair or deceptive and

shall include a statenment outlining these reasons as part of the
adopt ed rul e.
(b) The comm ssioner shall include a detail ed description of facts

upon whi ch he or she relied and of facts upon which he or she failed to
rely, in defining the nethod of conpetition or other act or practice in
the conduct of insurance to be unfair or deceptive, in the concise
expl anat ory statenent prepared under RCW 34. 05. 325(6).

(c) Upon appeal the superior court shall review the findings of
fact upon which the regulation is based de novo on the record.

(4) No such regulation shall be made effective prior to the
expiration of thirty days after the date of the order by which it is
pr omul gat ed.

(5) If the conmm ssioner has cause to believe that any person is
vi ol ati ng any such regul ation, the conm ssioner may order such person
to cease and desist therefrom The comm ssioner shall deliver such
order to such person direct or mail it to the person by registered mail
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wWith return recei pt requested. |If the person violates the order after
expiration of ten days after the cease and desist order has been
received by himor her, he or she may be fined by the conm ssioner a
sum not to exceed two hundred and fifty dollars for each violation
commtted thereafter

(6) If any such regulation is violated, the conm ssioner may take
such other or additional action as is permtted under the insurance
code for violation of a regulation.

(7) An insurer engaged in the business of insurance shall not
unr easonably deny a claimfor coverage and paynent of benefits to any
i nsur ed.

NEW SECTION. Sec. 4. The follow ng nethods, acts, and practices
in the settlenment and paynent of insurance clains are deened
unr easonabl e:

(1) Msrepresenting a pertinent fact or insurance policy provision
to an insured who inquires about or makes a claimfor policy benefits;

(2) Failing to acknow edge and act reasonably pronptly upon
comuni cations with respect to clains ari sing under i nsurance poli cies,
when made by an insured or beneficiary to a policy of insurance;

(3) Failing to pronptly investigate clains arising under policies
when made by an insured or beneficiary to a policy of insurance;

(4) Failing to pay clains to an insured or beneficiary of a policy
of insurance w thout conducting a reasonabl e investigation;

(5) Failing to affirm or deny coverage of clainms to an insured
within a reasonable tinme after a proof of |oss has been conpleted or
after a witten request for coverage and cl ai mbenefits has been nade;

(6) Failing to affirmor deny coverage of clains agai nst an i nsured
within a reasonable tinme after an exam nation under oath has been
requested and the insured has participated and has submtted to an exam
under oath

(7) Unreasonably failing to settle clainms pronptly when coverage
for the loss or claim has becone reasonably clear and in situations
where liability on the part of the insurer to pay the clai mhas becone
reasonably cl ear;

(8) Conpelling an insured to institute litigation in order to
obtain a defense to or recover anounts due under a policy of insurance
when coverage for the claimis available and it is reasonably clear
that the insured is entitled to benefits under the insurance policy;
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(9) Making a claim paynent to an insured or beneficiary to an
i nsurance policy without a statenent setting forth the coverages under
whi ch the paynents are bei ng made;

(10) Failing to pronptly provide to an insured or beneficiary of a
policy of insurance a reasonable explanation of the basis in the
insurance policy inrelation to the specific facts of the claimor the
applicable law involving such claim for the denial of coverage or
policy benefits pursuant to the claim

(11) Unreasonably failing to pay and process a clai mpronptly once
coverage and responsibility for paynent of the claim have been
est abl i shed; and

(12) Unreasonably failing to pronptly settle a claimof an insured
or beneficiary to a policy of insurance where liability is reasonably
cl ear under one portion of the policy of insurance coverage in order to
i nfl uence a settl enent under ot her portions of the applicabl e i nsurance

policy.

NEW SECTION. Sec. 5. (1) Any insured or beneficiary of a policy
of i nsurance who i s unreasonably denied a clai mfor coverage or paynent
of benefits by an insurer may bring an action in a superior court of
this state to recover the resulting damages sustai ned and the costs of
the action, including attorneys’ fees.

(2) If the trier of fact finds that an insurer has acted
unreasonably in denying a claimfor coverage or paynent of benefits,
the superior court shall increase the total award of damages to an
anount not to exceed three tines the actual damages, exclusive of costs
and attorneys’ fees.

(3) If the trier of fact finds that an insurer has acted
unreasonably in denying a claimfor coverage or paynent of benefits,
t he superior court shall award reasonable attorneys’ fees and costs as
set forth in RCW 4.84.010 to the insured or any beneficiary of an
i nsurance contract who is a prevailing party in any such action.

(4) In actions brought under RCW 48. 30.010(7), section 4 of this
act, and this section, the renmedies set forth in this section, shal
supersede and repl ace the renedi es prescribed by RCW 19. 86. 090.
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1 NEWSECTION. Sec. 6. Sections 1, 2, 4, and 5 of this act are each
2 added to chapter 48.30 RCW

~-- END ---
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