
 

 

 

EW§ 
Vol. 21 No.7 AWARD WINNING NEIGHBORHOOD NEWS SINCE 1993 October 2013 

Duties insurance companies 
owe their insureds 
By Jennifer A. Cranston 

Insurance is one of 
those things most people 
pay for and hope they 
never have to usc. 

T hat's because, if 
you have to call upon 
your insurance policy, 

something bad probably happened (like you 
got sued or a storm damaged your property). 
Thankfully, the law provides some 
ex ira protection by requiring insurance 
companies to comply with contrac tual and 
implied duti es. 

Duty to pay 
The insurance poli cy itself is a cont ract. 

It requires the insurance company to pay 
for ce rtain spec ified damages or losses. 

For example, if you cause a car accident 
that injured another person, then your au to 
insurance policy will require the insurance 
company to pay for the other person's 
resultant da mages (up to your po li cy lim its). 

Duty to defend 
Another contractual obligat ion under 

a liability insurance policy is the duty to 
defend. Under th is duty, the insurance 
company pays for your attorney if you get 
sued. T he defense obl igation parti cularly is 
important to most people because attorneys' 
fees can add up quickly if you have to pay 
for them out of your own pocket. 

Good faith 
In addition to these contractual duties, 

Arizona law also imposes what is ca lled 
" the implied duty of good faith and fair 
dealing." Just li ke it sounds, th is duty 
requ ires insurance companies to ac t in 
good fa ith and be fa ir to their insureds. 

T he duty of good fa ith is broad and 
can require certa in actions in response to 
specific situations. 

For example, an insurance company 
is requi red to prompt ly and reasonably 
investigate a claim made by or against its 
insured. A Iso, an insurance company is 
prohibited from favoring its own interests 
above the interests of its insured. 

If an insurance company breaches the 
duty of good fa ith and fa ir dea ling, it can be 
assessed damages greater than the amount 
of the insurance policy. 

So, a lthough most of us hope to never 
be sued or suffer injuries, it 's nice to know 
if you do fi nd yourself in such a situation, 
your insurance company legally is required 
to protect you and dea l w ith you in a fair 
and reasonable manner. 
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