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Frequently Asked Questions: Bad Faith
Insurance Claims

Understanding your rights when an insurance company acts in bad faith.

Based on Case Studies by McCormick and Murphy

Q: What exactly is an insurance bad faith claim?
A: An insurance bad faith claim arises when an insurance company unreasonably or unfairly denies or delays
paying a valid claim. This can involve actions like misrepresenting policy terms, failing to conduct a proper
investigation, or denying a claim without a reasonable basis.

Q: When should I consider filing a bad faith claim?
A: You should consider a bad faith claim if your insurance company has denied your claim, offered a
significantly lower settlement than warranted, or excessively delayed payment without a valid reason, despite
clear policy coverage.

Q: What are some common examples of insurance bad faith?
A: Common examples include unreasonable delays in processing claims, denying claims without adequate
investigation, offering settlements far below the actual value of the loss, and misrepresenting policy provisions
to avoid payment.

Q: Does my insurance policy have to explicitly mention 'bad faith' for me to
have a claim?
A: No, your policy does not need to explicitly mention 'bad faith.' Bad faith is a legal concept that applies when
an insurer breaches its duty of good faith and fair dealing, which is implied in most insurance contracts.

Q: What kind of damages can I 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 compensation for emotional distress, attorney's fees, and, in some cases,
punitive damages designed to punish the insurer for egregious conduct.

Q: How long do I have to file a bad faith claim?
A: The time limit for filing a bad faith claim, known as the statute of limitations, varies by state and the type of
claim. It's crucial to consult with an attorney promptly to understand the specific deadlines applicable to your
situation.

Q: What is the difference between a standard insurance claim and a bad faith
claim?
A: A standard insurance claim seeks payment for a covered loss under the policy terms. A bad faith claim
goes further, alleging that the insurer acted improperly in handling your claim, causing you additional harm
beyond the initial loss.

Q: Do I need an attorney to pursue a bad faith insurance claim?
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A: While not strictly required, hiring an attorney experienced in bad faith insurance law is highly recommended.
These cases are complex and require a deep understanding of insurance law and litigation strategies to
effectively challenge an insurer's actions.

Q: What evidence is important for a bad faith claim?
A: Key evidence includes all correspondence with the insurance company (emails, letters), policy documents,
denial letters, repair estimates, medical records, witness statements, and any documentation showing the
insurer's unreasonable conduct or delays.

Q: Can an insurance company deny a claim if I don't have all the requested
documentation immediately?
A: Insurance companies can request documentation, but they must act reasonably. Denying a claim outright
without allowing a reasonable time to provide requested documents, or if the requested documents are
irrelevant, could be considered bad faith.

Q: What is the duty of good faith and fair dealing in insurance?
A: This is a legal obligation that requires insurance companies to act honestly, fairly, and reasonably when
handling claims. It means they must not mislead policyholders, deny valid claims without cause, or engage in
tactics designed to avoid their contractual obligations.

Q: How does an insurance company's investigation process relate to bad faith?
A: A thorough and timely investigation is part of an insurer's duty of good faith. Failing to investigate properly,
ignoring evidence that supports the claim, or conducting a sham investigation can be indicators of bad faith.

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/


McCormick and Murphy — FAQ Sheet Page 3

Resources & Further Reading

Related guides for these FAQs:

■  Bad Faith Insurance Claim Checklist

https://storage.googleapis.com/mccormick-and-murphy-checklists-20260710-3eaad2/mccormick-and-murphy/Checklist/bad-faith-insurance

-claim-checklist.pdf

■  Action Sheet: Navigating Bad Faith Insurance Claims

https://storage.googleapis.com/mccormick-and-murphy-checklists-20260710-3eaad2/mccormick-and-murphy/Action%20Sheet/case-studie

s-action-sheet.pdf

■  Home

https://mccormickmurphy.com/

■  About

https://mccormickmurphy.com/about/

■  Kirk McCormick

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

■  James Murphy

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

■  Sample Case Result

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

■  M + M in the community

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

■  Testimonials

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

■  Practice Areas

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

McCormick and Murphy  |  929 W Colorado Ave, Colorado Springs, CO 80905
(719)-389-0400  |  mccormickmurphy.com

Protect yourself from unfair insurance claim handling.
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