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Blue Shield of California tried to shield itself from bad faith liability by claiming that Maria Watanabe’s
benefits were denied by a medical group which had a contract with Blue Shield. But California law is
clear: an insurer cannot delegate its implied covenant duties. The Know-Keene Act does not immunize
insurance companies from bad faith liability. To allow an insurer to delegate its implied covenant
obligations would effectively allow insurers to eliminate its bad faith liability. Absent the threat of bad
faith liability, an insurer has little incentive to afford policy benefits.

UP's brief was written pro bono for United Policyholders by Daniel J. Koes.

The information presented in this publication is for general informational purposes and is not a substitute for legal advice. If
you have a specific legal issue or problem, United Policyholders recommends that you consult with an attorney. Guidance on

hiring professional help can be found in the “Find Help” section of www.uphelp.org. United Policyholders does not sell
insurance or certify, endorse or warrant any of the insurance products, vendors, or professionals identified on our website.
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