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SUMMARY

The Supreme Court of Texas held that workers' compensation carriers owe injured employees a duty
of good faith and fair dealing in processing compensation claims. A claimant must allege the absence
of a reasonable basis for denying or delaying benefits, the carrier's actual or constructive knowledge of
that absence, and an independent injury and damages caused by the carrier's conduct. The court held
that the Workers' Compensation Act's exclusivity and penalty provisions did not bar such claims,
reversed the court of appeals, and remanded the case.

CASE DETAILS

COURT Supreme Court of Texas

WRITING FOR THE COURT Spears, Justice; Culver, Justice; Gonzalez, Justice; Phillips, Chief
Justice; Wallace, Justice

JURISDICTION Texas

DECIDED March 23, 1988

DOCKET No. C-6216

DISPOSITION reversed_and_remanded

PROCEDURAL POSTURE The trial court sustained the compensation carriers' special exceptions
and dismissed the action after Aranda failed to amend his pleadings.
The court of appeals affirmed, and the Texas Supreme Court reviewed
whether the pleadings stated claims for bad-faith and intentional
misconduct in processing workers' compensation benefits.

STANDARD OF REVIEW On review of the trial court's sustaining of special exceptions and
dismissal, the court accepted as true all factual allegations in the
pleadings.

PRECEDENTIAL VALUE Published opinion; precedential Texas Supreme Court decision.

PARTIES Miguel Aranda v. Insurance Company of North America, Lumbermans
Mutual Casualty Company
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PRACTICE AREAS

insurance workers compensation insurance bad faith torts remedies

QUESTIONS PRESENTED

1. Whether a workers' compensation claimant may sue a compensation carrier for breach of a duty of good
faith and fair dealing in processing a compensation claim.

2. What elements a workers' compensation claimant must plead and prove to state a bad-faith claim based
on denial or delay of benefits.

3. Whether the exclusivity and penalty provisions of the Texas Workers' Compensation Act bar claims
against a compensation carrier for bad faith or intentional misconduct in processing a compensation
claim.

4. Whether Aranda's pleadings alleged sufficient facts to proceed against the carriers.

HOLDINGS

1. Workers' compensation carriers owe injured employees a duty to deal fairly and in good faith in
processing compensation claims.

2. A claimant alleging that a carrier improperly denied or delayed benefits must establish that there was no
reasonable basis for the denial or delay and that the carrier knew or should have known that no
reasonable basis existed. A pleaded cause of action additionally requires allegations that the carrier's lack
of good faith, separate and independent from the original job-related injury, proximately caused damages
and that the employee sustained damages.

3. The exclusivity provision of the Workers' Compensation Act does not bar a claim against a
compensation carrier for breach of the duty of good faith and fair dealing or for intentional misconduct
in processing a compensation claim, provided the carrier's conduct is separate from the compensable
job-related injury and produces an independent injury.

4. The Workers' Compensation Act's penalty provisions do not preclude separate tort claims for bad faith or
intentional misconduct in processing compensation claims.

5. Aranda pleaded sufficient facts to proceed on his bad-faith and intentional-misconduct claims.

KEY QUOTATIONS

“We, therefore, hold that there is a duty on the part of workers' compensation carriers to deal fairly and in
good faith with injured employees in the processing of compensation claims.” (748 S.W.2d at 212-13)

“Accordingly, we hold that the exclusivity provision of the Workers' Compensation Act does not bar a claim
against a carrier for breach of the duty of good faith and fair dealing or intentional misconduct in the
processing of a compensation claim.” (748 S.W.2d at 214)



“A cause of action for breach of the duty of good faith and fair dealing is stated against a carrier when it is
alleged that:” (748 S.W.2d at 215)

FACTUAL BACKGROUND

Aranda suffered a repetitive-trauma injury and became unable to work while employed by both AMF Tuboscope
and Uni-Mineral. INA insured one employer and Lumbermans insured the other; both carriers determined that
the injury was compensable but disputed which carrier had primary responsibility. Each carrier withheld
disability and medical benefits pending resolution by the Industrial Accident Board, although Aranda alleged
that the carriers' adjusters recommended payment and that supervisory personnel knowingly refused to pay.

PROCEDURAL HISTORY

Aranda sued INA and Lumbermans, alleging that they unreasonably delayed payment of compensable workers'
compensation benefits and acted intentionally. The trial court dismissed for failure to state a cause of action, and
the court of appeals affirmed. The Texas Supreme Court reversed and remanded for further proceedings, holding
that Aranda's allegations stated legally cognizable claims.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remanded to the trial court for further proceedings on Aranda's claims.
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