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ALABAMA INSURANCE CASE LAW UPDATE
UM\UIM BENEFITS; REASONABLE NOTICE OF SETTLEMENT TO UM\UIM CARRIER

On June 29, 2007, the Alabama Court of Civil Appeals released its opinion in the case of Morgan v. Safeway Insurance Company of Alabama, Inc.   According to the facts of the case, the plaintiffs, John and Darlene Morgan (the insureds), brought an action in January of 2006 against their insurer, Safeway.  The lawsuit alleged that an uninsured/underinsured motorist had negligently caused or allowed a motor vehicle to collide with the vehicle they were occupying and that, as a result, the insureds( had suffered permanent injuries.  The lawsuit also claimed that the insureds had notified Safeway of a potential claim for benefits and later made a claim for UIM benefits under the Safeway insurance policy.  Safeway denied the insureds( UIM insurance claim.  

As a result of the allegations by the plaintiffs(, they sued Safeway for breach of the insurance contract and bad faith in denying the claim.  

In March of 2006, the insureds filed a Motion for Partial Summary Judgment.  In that motion, the attorney for the insureds( provided an affidavit.  In the affidavit, counsel for the insureds( stated that he notified counsel for Safeway on October 20, 2005 that the tortfeasor(s liability insurer had agreed to pay the limits of its policy.  According to the affidavit by counsel 
for the insureds(, on October 27, 2005, ten days later, the sum of $20,000 was paid to the insureds by the tortfeasor(s insurance carrier.  According to the evidence, Safeway declined to pay UIM benefits to the insureds because Safeway had not consented to the insureds( settlement.

In response, Safeway sought a summary judgment in its favor as to all of the insureds( claims.   Safeway contended that an exclusion in its policy for UIM coverage applied (if that person or the legal representative settles the bodily injury claim without notice to us and our consent.( 

The trial court granted summary judgment in favor of Safeway. The insureds appealed.  

In affirming the decision of the trial court, the Court of Civil Appeals cited to the Alabama Supreme Court case of Lambert v. State Farm Mutual Automobile Insurance Co., 576 So.2d 1760 (Ala.1991).  The Court of Civil Appeals noted that the Alabama Supreme Court in the Lambert decision provided a (road map( that compromises six general rules that govern (every case in which the rights of the insured and the underinsured motorist carrier may conflict.(   According to the Lambert case, one of the rules included a provision that the insured notify the UIM carrier before agreeing to a settlement with a third party tortfeasor.  The UIM carrier must be afforded a (reasonable time( within which to investigate the insured(s claim.

The Court of Civil Appeals then examined the evidence presented in the case at bar.  The Court noted that only ten (10) days elapsed between the time that Safeway was notified that the insureds had received an offer of settlement from the tortfeasor(s insurance carrier and the time that the offer was accepted.  In Alabama (reasonable time( is not defined and is decided on a case by case basis.  However, the Court of Civil Appeals did note that at least ten (10) other states have adopted statutes requiring a 30 or 60 day notification period in similar cases.  The court went on to state:

(We thus find ourselves in agreement with the statement in a leading treatise on Alabama automobile-insurance laws that although the Alabama cases do not define a reasonable period of time, 30 days would seem to be a reasonable period of time absent some compelling circumstances.(
Alabama Automobile Insurance Law (3rd ed. 2002)

The court stated that because insufficient time was given to Safeway regarding the settlement offer by the tortfeasor(s insurance carrier and because the tortfeasor was released within ten (10) days after notice was given of the offer, it could not be said that Safeway waived its right under the policy to consent or object to the proposed settlement.  Thus, the Court of Civil Appeals affirmed the decision of the trial court.

I hope you have found the above summary helpful and informative.  For a copy of this and other publications regarding recently released cases of interest in the State of Alabama, 

please feel free to visit our website at www.rfpc.net/publications.  Also, if you would like to receive these updates via email, please send an email to sroberts@rfpc.net. 
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