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Ridley turns 21 
Or 20, depending on how you count 

 

The Basics   
�  For a history and in depth discussion, always refer 

to Dean Greg Munro’s 2007 article “Continuing 
Development Of  Insurance Bad Faith in Montana” 
available at https://scholarship.law.umt.edu. 

�  In 1983, the Montana Supreme Court held that 
Montana Code Annotated § 33-18-201 protects 
third party claimants and gives them a cause of  
action for bad faith– Klaudt v. State Farm Mut. Auto. 
Ins. Co., 202 Mont. 247, 251, 658 P.2d 1065, 1067 
(1983). 
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Basics Continued 
�  The Legislature passed 33-18-242 in 1987, limiting 

Klaudt to some degree, but giving a statutory right 
of  action to third party claimants for unreasonable 
violations of  201(1), (4), (5), (6), (9) or (13).  
However, third party claimants had to wait until the 
underlying claim settled or reached judgment to 
bring the action. 

Ridley v. Guarantee Nat. Ins. 
Co. 

�  286 Mont. 325 

�  On November 2, 1995, Keith Ridley was injured as a 
passenger in a vehicle that was turning left when a 
vehicle from behind passed it on the left. 

�  The driver of  the other vehicle’s insurance company 
(Guarantee) admitted that its insured was 90% liable for 
the collision. 

�  Ridley’s attorney, John Morrison, advised Guarantee that 
Ridley could not afford his medical bills, such as an 
MRI, and requested that Guarantee pay for them, given 
the admission of  liability. 
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Ridley Cont. 
�  Guarantee Refused 

�  Morrison filed a declaratory judgment action over 
the question of  whether Guarantee must pay for 
medical bills as they are incurred by a third party 
claimant when the insured’s liability admitted to be 
more than 50%. 

�  The district court granted Guarantee’s MSJ, finding 
that an insurer did not have to pay medical bills 
incurred until final settlement. 

Ridley Cont. 
�  The MT Supreme Court answered important 

questions regarding a third party claimants rights 
under 201 and 242: 
�  First, a third party claimant may bring a declaratory 

judgment actions to clarify his/her rights under 
Montana law in advance of  final settlement or 
judgment (its not action for damages).  

�  Second, when liability is reasonably clear then an 
insurer must pay medical bills causally related to the 
collision under 201(6) and (13). 
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Ridley – 201(6) Reasoning 
�  The Supreme Court held that the language of  

33-18-201(6) requires “settlements” when liability 
is reasonably clear – that is insurers must treat 
each medical bill caused by a collision as a 
“settlement” and pay it. 

�  The public policy behind requiring advance 
settlement of  each bill was tied to the minimum 
liability provisions under Montana law and 
preventing crippling medical debt of  innocent third 
party victims. 

Ridley – 201(13) Reasoning 
�  The Supreme Court also held that, under 

subsection (13), an insurer cannot refuse to pay 
damages for which liability is reasonably clear in 
order to influence a future settlement (or final 
settlement) for damages that are less clear like 
pain and suffering. 

�  The public policy behind this is to prevent third 
party insureds from accepting less for damages 
that are not reasonably clear in order to collect 
damages that are not in dispute. 
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Ridley – Gray Concurrence 
and Dissent 

�  Justice Gray dissented regarding whether the 
language of  subsection (6) required “settlements” 
of  every medical bill for which liability was 
reasonably clear. 

�  However, she concurred in the decision, because 
the “plain meaning” of  subsection (13) required 
payment of  damages not in dispute to prevent 
leveraging of  damages reasonably in dispute.   

 

Safeco v. Eighth Judicial 
Dist. Court – 2000 

�  300 Mont. 123 

�  Holding:  A third party claimant can bring a 
declaratory judgment action when summary 
judgment evidence would allow entry of  judgment 
on causation of  medical bills for a collision where 
liability is reasonably clear. 
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Dubray v. Farmers Insurance 
Exchange - 2001  

�  307 Mont. 134 

�  Ridley extends to all damages that “are not 
reasonably in dispute.” 

�  Rejected the idea that because avoiding medical 
debt was cited as public policy in Ridley that the 
holding in Ridley was also limited to medical debt. 

Renville v. Farmers Ins. 
Exchange – 2003, 2004 

�  Two appeals: 315 Mont. 295 (2003), 324 Mont. 
509 (2004) 

�  Similar to Safeco v. Eighth Judicial District – held 
that uncontroverted summary judgment evidence 
allowed for dec action to pay ongoing medical bills. 

�  “Farmers correctly contends that an insurer may 
dispute its obligation to pay a medical expense. 
However, it may not do so without any factual 
basis.” 
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Renville Cont. 
�  Second Appeal confirmed test for whether attorney fees 

should be awarded in Ridley dec actions: 

(1) an insurance company possesses what the plaintiffs 
sought in the declaratory relief  action; 

(2) it is necessary to seek a declaration showing that the 
plaintiffs are entitled to the relief  sought; and 

(3) the declaratory relief  sought was necessary in order to 
change the status quo. 

�  Does judgment have to be entered or can party that files 
get attorney fees if  insurance company changes position 
when faced with the dec action? 

Shilhanek v. D2 Trucking, 
Inc. (II) 

�  315 Mont. 519 

�  First holding:  Liability for advance payments of  
medical bills is not limited to statutory minimum 
liability limits. 

�  There is no language in 33-18-201 that limits 
liability to the statutory minimum 

�  Second holding – it wasn’t clear enough prior to 
Shilanek that the obligation exceeded the statutory 
mandatory minimum, so it was not bad faith for the 
insurer to assert that. 
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Shilhanek (II) - Continued 
�  Justice Treiweiler dissented on the bad faith question, 

stating: 
�  The obligation to pay medical bills in advance of  final 

settlement and without a release stems from the language 
of  201. 

�  201 has no exceptions.  Thus, prior to the decision in 
Shilhanek (II) it should have been clear that there was no 
limit on the duty to advance pay medical bills and it should 
have been bad faith to argue for exceptions in this case. 

�  “The statute, itself, simply places no limit on an insurer’s 
obligation.” 

�  The only limits are whether there is a reasonable dispute 
about the amount of  damage or liability and the terms of  
the insurer’s policy with its insured. 

Giambra v. Travelers Indem. 
Co. - 2003 

�  318 Mont. 73 

�  Boys were sledding on a steep icy road.  A neighbor 
drove over and told them to stop.  As he was driving 
away, he ran over one of  the boys.  There were 
factual disputes about how the boy ended up in 
front of  the vehicle, including an allegation he was 
racing the vehicle without the driver’s knowledge. 

�  The Montana Supreme Court held that liability was 
not reasonably clear and no duty existed to advance 
medical bills. 
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Peterson v. St. Paul Fire and 
Marine Ins. Co. -2010 

�  357 Mont. 293 

�  The Supreme Court introduced the following jury instruction for bad faith 
cases regarding whether an insurer failed to admit liability was 
reasonably clear: 

You must decide whether [insurance company] engaged in an unfair trade 
practice by not making a good faith attempt to bring about a prompt, fair, 
and equitable settlement of  a claim in which liability was reasonably clear. 

To determine if  liability was reasonably clear, you must decide whether a 
reasonable person, with knowledge of  the relevant facts and law, would have 
concluded for good reason that [defendant] was liable to [plaintiff]. In doing 
so, you should take into account that, under Montana law, if  [defendant] 
was 50% or more negligent, then [plaintiff] would be entitled to recover 
damages from [defendant], even if  [plaintiff] was partially negligent. 

So, you must determine in this case whether a person, with knowledge of  
the relevant facts and law, would have concluded for good reason that 
[defendant] was 50% or more negligent. 

Teeter v. Mid-Century 
Insurance Company - 2017 

�  389 Mont. 407  

�  Jennifer Teeter hurt in collision in May 2014.  In December 2014, Mid-Century 
asks for an IME and she refuses.  Mid-Century gets Dr. Lennard Wilson and others 
to issue opinions on records review that she no longer needs treatment. 

�  Teeter files a dec action and the parties cross move for summary judgment. 

�  District court holds that Mid-Centuries’ experts opinions were insufficient to rebut 
prima facie case that causation was reasonably clear. 

�  Montana Supreme Court reversed, holding that a declaratory judgment action is 
not appropriate when valid dispute over causation exists, even when liability is 
reasonably clear. 

�  Adopted same standard as Peterson for causation issues. 

�  Hired gun doctors can create issue of  fact for ongoing medical bills/other 
damages and a dec action is not the place to adjudicate that. 

�  A bad faith action with a similar jury instruction as that in Peterson, should be the 
remedy. 
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Giambra and Teeter vs. 
Peterson and 27-8-302 

�  Montana Code Annotated § 27-8-302 states: “When a proceeding under this 
chapter involves the determination of  an issue of  fact, such issue may be tried and 
determined in the same manner as issues of  fact are tried and determined in 
other civil actions in the court in which the proceeding is pending.” 

�  The Montana Supreme Court has stated: “In a declaratory judgment action as 
here, the district court determines issues of  fact in the same manner as issues of  
fact are determined in other civil actions.”  State Highway Comm'n v. W. Great Falls 
Flood Control & Drainage Dist., 155 Mont. 157, 171, 468 P.2d 753, 761 (1970). 

�  So why can’t a declaratory judgment be maintained under the jury instruction on 
liability or causation explained in Peterson? 

�  This has not been addressed, but it would be difficult to get around the language 
in Teeter. 

�  The last MT Supreme Court case to substantively discuss 27-8-302 was in 1981. 

District Court Orders Re: 
Collateral Sources 

�  2007 – Cottrell v. Twin Hills Colony, 2007 Mont. Dist. LEXIS 124 – If  liability and 
causation are reasonably clear, a third party insurer cannot refuse to pay medical 
bills that collateral sources have or may have paid for. 

�  2014 - Greenough v. Safeco Ins. Co. of  Illinois, 2014 WL 10803703  - the district 
court found that a claimant cannot seek Ridley payments after settling and 
releasing an insured tortfeasor.  The case was decided on that issue, but in dicta, 
the court stated that if  medical bills were paid by another source, Safeco should 
not have had pay them. 

�  2018 – Fuchs v. Wyss, et al. (order in materials) – Old Republic’s insured crossed 
into Fuch’s lane and forced her off  the freeway, causing her care to roll multiple 
times.  Old Republic refused to pay any of  Melissa Fuchs $90,000+ in medical 
bills until it was provided proof  of  what had been paid by other sources, so it 
could coordinate payment of  only those bills that hadn’t been paid.  We filed a dec 
action and Old Republic filed a counterclaim and sought attorney fees.  We moved 
to dismiss, arguing that taking their factual assertions as true, Fuchs was entitled 
to judgment as a matter of  law.  We cited multiple reasons, but the court focused 
only on the fact that there are no exceptions to an insurer’s responsibility in 
33-18-201 or Ridley.  If  liability and causation are clear, the medical bills must be 
paid.   
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Other Thoughts/Notes 
�  Are Ridley payments made without Court Order a voluntary payment? Shilhanek (I) 

at least implies that they are.  - 298 Mont. 101 (2000). 

�  If  you lose at the subsequent negligence trial, voluntary payments cannot be 
recovered from your client.  Mont. Code Ann. § 26-1-706. 

�  Miller v. State Farm, 337 Mont. 67 (2007) – dec action over whether insurance 
company may insist that collateral sources for medical bills reduce a settlement 
with tortfeasor is not justiciable.   

�  However, after final settlement with tortfeasor, a dec action and UTPA claim over 
the insurance company’s settlement posture is justiciable.  Marshall v. Safeco, 390 
Mont. 358 (2018).  “Assuming the insurers unlawfully reduced Marshall's damages 
by relying on the collateral source rule, she would be able to seek recovery [under 
the UTPA].” 

�  Giambra, Teeter, Miller, Peterson and Marshall indicate that most failures of  
insurance companies, except where summary judgment should be granted,  should 
be litigated under the UTPA. 

�  Ridley payments and ERISA liens/subrogation  










