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Motor vehicle financial responsibility statutes vary from state to state, but every state
requires motorists to purchase some form of automobile liability insurance.[1] Pursuant
to the Motor Vehicle Financial Responsibility Act, Colorado requires automobile owners
purchase automobile liability insurance for losses arising out of the “ownership,
maintenance or use of a motor vehicle.”[2] “Motor vehicle” includes automobiles, low-
powered scooters, trailers, and semitrailers.[3] Motor vehicle does not include toy
vehicles, snowmobiles, off-highway vehicles, or vehicles designed to be used primarily

on rails.[4]

Liability insurance provides coverage for “bodily injury” to another person or property
damage to another person’s vehicle or property.[5] Colorado is a “tort state,” meaning

fault determines who is liable for injuries resulting from an auto accident.[6]
Minimum Coverages
The minimum liability insurance coverages required in Colorado include:

$25,000 for bodily injury or death to any one person not at fault for an

accident;

$50,000 for bodily injury or death to all persons not at fault for an accident;

$15,000 for property damage in any one accident.[7]
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Motorists may purchase automobile liability policies providing coverages more

extensive than the minimums.[8]
MedPay

Medical payments coverage for bodily injury, sickness, or disease resulting from the
ownership, maintenance, or use of a motor vehicle is optional.[9] Rejections of medical
payments coverage must be in writing or in the same manner in which the application

for the policy was taken.[10]
UM/UIM Coverage

Colorado also has a statute governing uninsured motorist (UM) coverage and
underinsured motorist (UIM) coverage.[11] Insurers must offer UM/UIM coverage in
an amount equal to the insured’s bodily injury liability limits, but insurers are not

required to offer limits higher than an insured’s bodily injury liability limits.[12]

UM/UIM coverage is mandatory; however, the coverage may be rejected.[13] Colorado
requires an insured’s rejection of UM/UIM coverage to be in writing, or the rejection is

invalid.[14]
A. UM Coverage

The term “uninsured” simply means that the owner or driver of a vehicle is not

insured.[15]

UM coverage is available for damages resulting from bodily injury or death that an
insured is legally entitled to collect from the at-fault owner or driver of an uninsured

vehicle arising out of the operation, maintenance or use of an uninsured vehicle.[16]

B. UIM Coverage

An underinsured vehicle is one for which there may be bodily injury liability coverage in
effect, but the limits of such coverage are less than the damages sustained by the

insured.[17]

UIM coverage is available for damages resulting from bodily injury or death that an
insured is legally entitled to collect from the at-fault owner or driver of an underinsured
vehicle arising out of the operation, maintenance or use of an underinsured vehicle.[18]

UIM covers the difference between the limits of any legal liability coverage and the
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damages sustained, excluding exemplary damages, up to the limit of UIM coverage.[19]

Can Insureds Bring a Cause of Action for Bad Faith for Failure to Pay
UM/UIM Benefits?

Yes, Colorado recognizes a cause of action for bad faith for the unreasonable delay or
denial of benefits.[20] The Colorado Consumer Protection Act also provides a cause of

action for deceptive trade practices.[21]

Mere delay may not constitute unreasonable delay in investigating a claim if there is a
reasonable and good faith basis to dispute liability and that basis is conveyed to the
insured.[22] Similarly, if there is a bona fide dispute on the issue of damages, mere

delay in payment may not rise to the level of bad faith.[23]
Practice Tips Related to UM/UIM Claims for Insurance Carriers and Counsel:

1. UM/UIM claims are among the most likely to give rise to extra-contractual
claims.[24] As a result, it is important to be aware of practices that courts have

found to be unreasonable or unwise.

2. Colorado requires that a UIM insurer fully investigate a UIM claim regardless

of whether the tortfeasor’s limits of liability are exhausted.[25]

3. Diligently investigate the facts, fairly evaluate the claim, and act promptly and

reasonably when a claim is filed by the insured.

4. Conclude the investigation within a reasonable time and notify the insured of

any action with respect to the claim for UM/UIM benefits.
5. Arefusal to settle must be reasonable.[26]

6. As an insurer, determine whether to intervene in the litigation between the

insured and the tortfeasor.

7. Determine whether there are undisputed amounts with respect to medical
bills which may or should be paid while the claim is investigated. Fisher v. State
Farm Mutual Auto. Ins. Co. requires a UIM carrier to tender the undisputed

amount owed as soon as it is determined, regardless of whether other benefits are

contested.[27]
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Uninsured Motorist Property Damage Coverage (“UMPD”)

In Colorado, UMPD is available to persons insured who are legally entitled to recover
damages from the owner or operator of an uninsured or underinsured vehicle because of
property damage to the motor vehicle described in the policy arising out of the

operation, maintenance or use of the uninsured or underinsured vehicle.[28]
Conclusion

When assigned a new auto claim or case, familiarize yourself with the applicable
statutes. Even if you handled a case two years ago, check the current statutes because
automobile insurance laws change frequently. Additionally, review case law to

determine whether a new ruling affects the handling of the case.
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