Understanding Bad Faith Insurance Claims: A
FAQ

Learn about common scenarios and outcomes in bad faith insurance cases.

Based on Case Studies by McCormick and Murphy

Q: What is a 'bad faith' insurance claim?

A: A bad faith insurance claim occurs when an insurance company unreasonably or unfairly denies or delays
payment of a valid claim. This can involve actions like misrepresenting policy terms, failing to conduct a proper
investigation, or refusing to settle a claim within policy limits.

Q: What are some common examples of bad faith insurance practices?

A: Common examples include unreasonable delays in processing claims, outright denial of a valid claim
without proper justification, failing to communicate with the policyholder, and offering a settlement that is
significantly less than what the policyholder is owed.

Q: What kind of damages can | recover in a bad faith lawsuit?

A: In a bad faith lawsuit, you may be able to recover the full value of your original claim, plus additional
damages. These can include consequential damages (like emotional distress or financial losses) and, in some
cases, punitive damages designed to punish the insurer.

Q: How do | prove my insurance company acted in bad faith?

A: Proving bad faith typically involves demonstrating that the insurer's actions were unreasonable and without
proper cause. This often requires evidence of the insurer's investigation process, communications with you,
and the basis for their decision to deny or delay your claim.

Q: What is the difference between a standard insurance claim and a bad faith
claim?

A: A standard claim seeks the benefits owed under the policy. A bad faith claim goes further, alleging the
insurer breached its duty of good faith and fair dealing, leading to additional harm beyond the initial loss.

Q: Can | sue my insurance company for delaying my claim?

A: Yes, if the delay is unreasonable and without proper cause, it can be considered bad faith. Insurance
companies have a duty to act promptly and fairly in investigating and settling claims.

Q: What should I do if | suspect my insurance company is acting in bad faith?

A: Gather all relevant documents, including your policy, claim correspondence, and any evidence supporting
your claim. It is highly recommended to consult with an attorney experienced in bad faith insurance litigation to
understand your rights and options.

Q: Are there time limits for filing a bad faith insurance lawsuit?

A: Yes, there are statutes of limitations that dictate how long you have to file a lawsuit. These vary by state and
the type of claim, so it's crucial to consult with an attorney promptly to avoid missing deadlines.


https://mccormickmurphy.com/bad-faith/case-studies/
https://mccormickmurphy.com/bad-faith/case-studies/
https://mccormickmurphy.com/bad-faith/case-studies/
https://mccormickmurphy.com/bad-faith/case-studies/
https://mccormickmurphy.com/bad-faith/case-studies/
https://mccormickmurphy.com/bad-faith/case-studies/
https://mccormickmurphy.com/bad-faith/case-studies/
https://mccormickmurphy.com/bad-faith/case-studies/
https://mccormickmurphy.com/bad-faith/case-studies/
https://mccormickmurphy.com/bad-faith/case-studies/

Q: What is 'unreasonable delay' in the context of an insurance claim?

A: Unreasonable delay means the insurer is taking an excessive amount of time to process your claim without
a valid reason. This can include failing to respond to communications, not completing necessary
investigations, or not making a coverage decision within a reasonable timeframe.

Q: Can an insurance company deny a claim if it's not explicitly covered by the
policy?
A: Insurance companies can deny claims if they are not covered by the policy terms. However, they must still

investigate thoroughly and communicate the basis for the denial clearly. Denying a claim that is actually
covered, or misinterpreting policy language to deny coverage, can be bad faith.

Q: What role does an attorney play in a bad faith insurance case?

A: An attorney can help you understand your policy, gather evidence, negotiate with the insurance company,
and represent you in court. They have the expertise to navigate complex insurance laws and fight for the full
compensation you deserve.

Q: What are consequential damages in a bad faith claim?

A: Consequential damages are losses that result indirectly from the insurer's bad faith actions. This can
include financial losses like lost business opportunities, damage to credit, or costs incurred due to the delay or
denial of benefits, as well as emotional distress.
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Resources & Further Reading

Related guides for these FAQs:

® Bad Faith Insurance Claim Checklist

https://storage.googleapis.com/mccormick-and-murphy-checklists-20260706-65ee7b/mccormick-and-murphy/Checklist/bad-faith-insurance

-claim-checklist.pdf

m Action Sheet: Navigating Bad Faith Insurance Claims

https://storage.googleapis.com/mccormick-and-murphy-checklists-20260706-14eb7c/mccormick-and-murphy/Action%20Sheet/case-studie

s-action-sheet.pdf

m Home

https://mccormickmurphy.com/

m About

https://mccormickmurphy.com/about/

m Kirk McCormick

https://mccormickmurphy.com/about/kirk-mccormick/

m James Murphy

https://mccormickmurphy.com/about/james-murphy/

m Sample Case Result

https://mccormickmurphy.com/about/sample-case-result/

m M+ M in the community

https://mccormickmurphy.com/about/m-m-in-the-community/

m Testimonials

https://mccormickmurphy.com/about/testimonials/

m Practice Areas

https://mccormickmurphy.com/practice-areas/

McCormick and Murphy | 929 W Colorado Ave, Colorado Springs, CO 80905
(719)-389-0400 | mccormickmurphy.com
Protect your rights against unfair insurance practices.
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