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Al v. Sentinel Insurance, Ltd.

UNITED STATESDISTRICT COURT
DISTRICT OF NEVADA

TIMOTHY KORHONEN, individually; )

JOSEPH ODDO, JR., individually,
Plaintiffs, 2:13-cv-00565-RCJ-NJIK

VS, ORDER

SENTINEL INSURANCE, LTD.; DOES I- X;
and ROE CORPORATIONS | - X, inclusive;

Defendants.

N e e’ e e e e e e e e e

This dispute arises from Defdant Sentinel’s allegedly wrgful denial of Plaintiffs’
insurance claims. In their second amended contpRlaintiffs assert claims for (1) breach of
contract and (2) tortious breach of the impleedenant of good faith and fair dealing. (ECF
30, at 4-5). Sentinel now moves to dismissstaeond claim. (Mot. Dismiss, ECF No. 35). Fqg
the reasons stated herein, the Court grantstt®n and again dismisses Plaintiffs’ bad faitk
claim with leave to amend.

I. FACTSAND PROCEDURAL HISTORY

As alleged in the first amended compldihie “FAC”), Plaintifs Korhonen and Oddo
(collectively “Plaintiffs”) were insured undan automobile insurance policy issued by
Defendant Sentinel. (FAC | 13, ECF No. 9)eTwolicy included an underinsured motorist

benefit. (d.). On April 29, 2011, Plaintiffs were involved in an automobile accid&hf][ 7-8)
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Plaintiffs allege that they were injured as suteof the accident, and thidae liability insurance
carried by the other driver was insuffici#atcompensate them for their injurieSeg idff 14—
15). Following the accident, Plaintiffs alletjg demanded an uninsured/underinsured policy
limit payment from Sentinelld.). Sentinel refused, and Plaintiffs filed the instant action,
claiming that Sentinel’s “refusal to make adetgysayment to Plaintiffs was an unlawful atte
to force Plaintiffs to accept less mortegan the amount due under the Policyd: § 17).
Specifically, Plaintiffs assertedaiins for (1) breach of contria¢2) contractual breach of the
implied covenant of good faith and fair dealig)} tortious breach of the implied covenant o

good faith and fair dealing; (4) badtfg and (5) unfaitrade practicesld. 11 23-51). On April

3, 2013, Sentinel removed the action to this C&&F No. 1), and latanoved to dismiss ea¢

of Plaintiffs’ extra-contactual claims (claim2-5), (ECF No. 10).
On March 24, 2014, this Court granted thetiora (Order, ECF No. 29). Specifically,
Court concluded that “[t]heatts alleged in the FAC establish[ed] at most, a dispute over
contractual benefits,” dismissélte extra-contractual claims, and granted Plaintiffs leave to
amend their complaintld. at 4). On May 5, 2014, Plaintiffiéd a second amended complai
(the “SAC"), asserting two causesagftion: (1) breach of contraahd (2) tortious breach of th
implied covenant of good faith and fair dealj (SAC, ECF No. 30 at 4-5), and Sentinel agg
moves to dismiss the extra-contractual, bad f&dim (claim 2), (Mot. Dismiss, ECF No. 35)
Relevant to the pending moti, the SAC adds the followiralegations: When Plaintiff
Korhonen demanded an uninsured/underinsuredyplitiit payment, he provided copies of &

of his medical records and bills, and thereleynonstrated that his medical bills totaled

$15,845.23. (SAC 11 15-16, ECF No. 30). Prior tpoading to Korhonen’s demand, Sentinel

was aware that Korhonen had in fact receivedhat under the applicable policy limits, he c(
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only receive, a $15,000 settlement from thedtparty driver’s insurance carrietd(f 22). On
December 20, 2011, Sentinel responded to Korhonen’s demand by offering a $1,695.23
settlement, but it never explained how it detimed the value of Korhonen’s claind (7 19,
23). Sentinel never disputé&brhonen’s claimed injuriesid. 1 25).

When Plaintiff Oddo demanded an uninslitaderinsured policy limit payment, he
provided copies of all of his medical records &iil$, and thereby demonstrated that his me
bills totaled $6,875.001d. 1 18). Prior to responding to Oddalemand, Sentinel was aware
Oddo had in fact received a $7,870.16 settlement thenthird-party driver’s insurance carrie
(Id. at 21). On December 20, 2011, Sentinspmnded to Oddo’s demand by expressing its
belief that Oddo had been fully compensated eythird-party driver’'snsurance carrier, but i
failed to explain how it reached its conclusidd. {1 20, 24). Sentinel never disputed Oddo]
claimed injuries. . 1 26).

[I.  LEGAL STANDARDS

dical

that

r.

[72]

When considering a Rule 12(b)(6) motion to d&srfor failure to state a claim, the court

must accept as true all factual allegations exdbmplaint as well as all reasonable inference

that may be drawn from such allegatiobSO, Ltd. v. Stroh205 F.3d 1146, 1150 n.2 (9th Cin.

2000). Such allegations must be construetiénlight most favorable to the nonmoving party.

Shwarz v. United State®34 F.3d 428, 435 (9th Cir. 2000). In general, the court should log
only to the contents of the complaint duringrésiew of a Rule 12(i§§) motion to dismiss.
However, the court may consider documentschtd to the complaint or referred to in the
complaint whose authenticity no party questidds.see Durning v. First Boston Cor@15

F.2d 1265, 1267 (9th Cir. 1987).
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The analysis and purpose of a Rule 12(b)(6jiendo dismiss for failure to state a cla
is to test the legal sufficiency of a complaidavarro v. Block250 F.3d 729, 732 (9th Cir.
2001). The issue is not whether a plaintiff witimately prevail but whether the claimant is
entitled to offer evidence to support the clai@sligan v. Jamco Dev. Corpl08 F.3d 246, 24
(9th Cir. 1997) (quotations omitted). To avaidRule 12(b)(6) dismissal, a complaint does n
need detailed factual allegations; rather, it musagl‘enough facts to state a claim to relief
is plausible on its faceClemens v. Daimler Chrysler Corf34 F.3d 1017, 1022 (9th Cir.
2008) (quotingBell Atlantic Corp. v. Twomb)yb50 U.S. 544, 555, 127 S.Ct. 1955, 1964, 16
L.Ed.2d 929 (2007))ashcroft v. Iqbal556 U.S. 662, 678, 129 S.Ct. 1937, 1949, 173 L.Ed.
868 (2009) (stating that a “claim has facial plausibility wherpthatiff pleads factual conten
that allows the court to draw the reasonable inference that the defendant is liable for the
misconduct alleged”). Even though a complaint dusseed “detailedaictual allegations” to
pass Rule 12(b)(6) muster, the factual allegationsst be enough to raise a right to relief ab,
the speculative level . . . on the assumption thadhalbllegations in the complaint are true (e
if doubtful in fact).” Twombly 550 U.S. at 555, 127 S.Ct. at 1965.pkading that offers ‘labg
and conclusions’ or ‘a formulaic recitationtbe elements of a causéaction will not do.”
Igbal, 556 U.S. at 678, 129 S.Ct. at 1949. “Nor does a complaint suffice if it tenders ‘nake
assertion[s]’ devoid of ‘furtlr factual enhancementsld. (quotingTwombly 550 U.S. at 557,
127 S.Ct. at 1966).

(1. ANALYSIS

Plaintiffs have again failed to adequatelgtsta claim for tortious breach of the implig

covenant of good faith and fair dealing. Under Nlvkaw, an action in tort for breach of the

covenant of good faith and faiedling arises where there isecial relationship between the
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parties to a contract, such as the retaghip between an insurer and an insuiresl. Co. of the
West v. Gibson Tile Co., Ind.34 P.3d 698, 702 (Nev. 2006). An insurer breaches the duty

good faith when it refuses “without proper causedmpensate its insured for a loss covered

of

by

the policy.”U. S. Fid. & Guar. Co. v. Peterspf40 P.2d 1070, 1071 (Nev. 1975). An insurey is

without proper cause to deny a claim when g &a ‘actual or implied’ awareness that no

reasonable basis exisid] to deny the claim.Pioneer Chlor Alkali Co., Inc. v. Nat'l Union Fife

Ins. Co, 863 F. Supp. 1237, 1242 (D. Nev. 1994)(cithrg. Excess Ins. Co. v. MGM Grand

Hotels, Inc, 729 P.2d 1352, 1354 (Nev. 1986). The insurer has not breached the covenant of

good faith and fair dealing if it incorrectly denies policy coverage,igeahvthe insurer has a
reasonable basis for doing $@.

Here, the new allegations pled in supporthaf bad faith claim amount to the followin

Q)

(1) The third-party driver’'s $15,000 liability poy, and the resulting $7,870.16 settlement was

insufficient to compensate Oddo for $6,875.0@llaged medical expenses; (2) that $16,695
was insufficient to compensate Korhorfen$15,845.23 in alleged medical expenses; (3)
Sentinel did not dispute the imjas claimed; and (4) Sentingid not explain how it valued

Plaintiffs’ claims. (SAC 11 15-26, ECF No. 30).

.23

The absence of an explanation from Sentia@inot be taken by the Court as an infergnce

that no reasonable basis existeddenying Plaintiffs’ insurancelaim. The facts suggest, and
arithmetic supports, that Sentinel had a readen#ot undisputable, Isés for concluding that
Plaintiffs were fully compensated for their dieal expenses. Sentirehlleged failure to

expressly articulate how it reaathits conclusions, does not, in this case, suggest that the

conclusions were unreasonable, &rakrtainly does not suggesttiSentinel acted with actual

or implied awareness that it lacked a reasonadts. Instead, it suggests that the mathematical
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basis for the decisions was so straightfooiiat it did not requiréurther explanation.
Nevertheless, Plaintiffs shouldhve the opportunity to deterneiprecisely why their claims
were denied and why Sentinelléal to provide a reason for therdal. They should also have
the chance to assert any damages for padrsaffering from the accident not yet compensat
by payment based solely on the cost of medical bills.

Therefore, the Court finds that Plaintiffs have failed to allege that Sentinel lacked
reasonable basis for its responses to the cgegatamands. Sentinel’s motion is granted, ang
Plaintiffs’ amended claim for tortious breachtbé& implied covenant of good faith and fair
dealing is dismissed with leave to amend.

CONCLUSION

IT IS HEREBY ORDERED that Defendant’sntial motion to dismiss (ECF No. 35) i

GRANTED. Plaintiffs’ second cause of aurtiis DISMISSED with leave to amend.

IT 1S SO ORDERED.

Dated: September 16, 2014.

District Judge




