,,. sion nrmn mE.nrmnv, n_oamm ,
E:wa waters Om Em:.uuboa rmm m&ﬂv;_m.
%n

an .. s-staty ﬂ : m:& o—wﬁd:bmnn

42" Pa.. Coris. mgn. 1. - Section 8371

(West. 2007) even ﬁrocmw nrﬂ.a was no
. insurance policy in: force as of the. date of .
~ loss. While the court chose not to “desig-

nate the -opinion for. publication - in the

Federal Reporter, it has received recognition:
on a national level, thus. ﬁﬁnpunbm a &m- :

‘cassion ofits: merits.

.Hveamv the court wﬁvoﬂo&% Emobmomh
to carve out a mwoo_& exception to the fun-..
damenital requirement thata mSESQ ‘bad
m&n_w mnnon arise E.Emn an EmE.mboa wor&w ,
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between the parties.

O\E»g sold 2 coal mine to goﬁ <.m$«

ng Corporation. The termsof the’ m&o :
o naac.:.om Mon View to insure the EEEm
: ' " equipment ‘and name Gallatin ‘as'a loss. .

“_"-payee. Mon View obtained'i insurance from

* ‘Westchester Fire: ubm,.,,mb»boom”. the premi-
ams. Mon View’s. agreement with the -
. finance company w_oa,:.ﬂmm, the @orn% to'
 be cancelled upon anydefault, subject to'a
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that the policy had

“since the statute was
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wno&smsm oo<9.mmm UnmEnn ﬁEm ms&pm.
- ‘the court went on-to uphold the bad faith -
* ‘verdiet éntered against gmmﬁormmnm_.. While
e recognizing that'a finding. Om no coverage.
“would vnmnr&o a finding of: bad faith in
. miost cases, the court declined to m@@@ ﬂro
nta- ..HEa in-this 1 Emn»boo

Hw HmmEbm Sm rul-

_'ing; the ‘court ana-

“lyzed other cases dis- -
cussing -the . issue,
including _its"* own -

_been cancelled prior . decision’ in’ m.gm
var- . to the loss.. L h@&& RN
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¢ migy: ,,,..,mmﬁbmn,ﬁ\omnormmﬁn
S ine the somnﬁ.b,,

District-.. - .of
- Pennsylvania : - for .
“breach "of contract.
“and “'statutory ‘bad:
faith. A j juty:verdict :
was: HmﬂE.bmm : »mﬁumm .

' bad  faith cause of action
§ ,\N&N&&g against an -
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“court: .,_»ﬁon, rediiced;
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i award ,ﬁ.s_,f.m. mil-
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"o Oni u@vo& the: wa ..OﬁoEn, vﬁ.ﬁ&a\.‘
< overturned: ‘the- verdict and “held-that the

Em insured’ [sic};

_m m»% notice p wonoa Due to Mon Soém .

verQ was ombnomom prior to. the. Homm n_unmq ‘

*Travelers- Ins. Co. I -
mgm Switch, the 3¢d-
" Circuit: "héld . that
érﬁ.o ‘the inisurer

was ooﬂaon asa miat- .
" ter of law inden’
,,..,oo<mn.mmmw. ‘no_ &&E:
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v% stating, “a mb&bm
‘that the insured [sic]
did  not Eﬂﬁmn&%

: * havea duty. to cover
the plaintiffs claim does not per se make
aetions reasonable.” ‘
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e Westchesters behav10r beyond the denial-
of coverage. Comparmg the case to Frog

Switch, where the insurer consistently

relied on  the same coverage defense -
] ‘throughout its mvesugatlon the - court"
- emphasmed Westchester’s failure to. ralse\
the pohcy cancellation: defense until ‘six -

months after the claim was made.
This reasoning is in direct’ conflict with

the principles set forth by the Eastern .

District of Pennsylvama in Williams v.

: Harz;ford Cas. Ins. Co. Tn Williams, the Court
" held that if thete is a reasonable basis for' -
|+ the insurer’s actions in its handling. of 2 - lack
| claim, even if it did not rely on that basis, - the h
- there can be no bad faith as a matter of law..

“Thus in: Gallatm the cancellation” of the i
‘| - Policy prior to the loss should have pre-
| cluded any bad faith cause of action regard-
o less

tlfymg Gallatin..~

- -Z-,.f"dxssent in Hollock v. Erze Imumnce Excbang
| faxth lawsult 1§ estabhshe_dfwhen .the;

1 - contractual obhgations including the duty. reluctany

: ~-'of good faith and fair dealing unphed in-the
insuring contract: It is thus axiomatic that
7 without an Insurance policy there can béno

,consequences
f Westchester’s. delay in dlscovermg it Con

- bad faltb

Although the: Gallatm court couched its: i
decision’ as being “ one of the exceedmgly
rare cases in'which an insurer can be liable;

“for bad: faith even after the insured cancels . - T

ché pohcy, the décision is falsely. premlsed

~ on the belief that a bad faith claim can sur- o

vive. in the dbsenee of an insurance policy, =
" Looldng through the words of the Gallatin -~ .
,holdmg, one can only assume that the court -

was searching for some basis to reprimand--

- the insurer for its conduct. Irrespective of

the insurer’s acuons, the Pennsylvania bad:
faith statute was not an-appropriate vehlcle',

“for inflicting chis punishment. G
The opinion’s multiple references to- the Sl

case being atypxcal seem to aclmowledge ai' :

ate dangerous, albext unlntended
for , Euture htlgants e

.+ Though: Pennsylvania’s bad faith statute ~of

| has been criticized for failing to’ define'bad™ 2 bag
. faith, it does’ begm with the words; “In an: U

' - action arising under an insurance policy :: gr

' llcably, the 3rd Clrcmt lgnored th

e uonshlp between the parues is deﬁned by
" ‘the insurance pohcy Once'that pohcy has  cour
. been_ terminated, the claim. paid, ot ‘the  not,
| claim demed the relauonshlp is over.” ing:
|~ ‘Recendy, in Toy.v: Metropolitan Life Ins. Co;, .

P Cappy wrote that the teri bad, faith refers :

: a5 ¢ a theoryof recovery beyond the mten—_
to actions by an insurer in furtherance of its

'JOns Ofdle'lengIQt“re Slnce the Cour('s are}',’..,r g
r possibly unable: to do so, it S

to the Pennsylvania Legislature to™

,clearly elineate the boundaries of this -
potenta ly omudable cause of actlon ° e
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