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SUMMARY

The Supreme Court of Georgia held that an insurance broker's liability for negligently failing to

procure agreed insurance coverage is limited to the liability limits of the policy the broker agreed to

obtain. The court rejected applying statutory bad-faith insurer liability principles to an independent

broker, reversed the Court of Appeals to the extent it allowed damages exceeding those limits, and

held that damages for breach of the procurement agreement could not exceed $2 million.

CASE DETAILS

COURT

WRITING FOR THE COURT
JURISDICTION

DECIDED

DOCKET

DISPOSITION

PROCEDURAL POSTURE

STANDARD OF REVIEW

PRECEDENTIAL VALUE

PARTIES

TOPICS

insurance coverage  breach of contract

PRACTICE AREAS

Supreme Court of Georgia
Thompson, Justice; All other Justices
Georgia

May 17, 2006

No. S05G1336

reversed

The Supreme Court of Georgia granted Lanier's petition for a writ of
certiorari to review the Court of Appeals' decision concerning the
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QUESTIONS PRESENTED

1. Whether an insurance broker who breaches an agreement to procure insurance may be held liable for

damages exceeding the liability limits of the policy the broker agreed to procure.

2. Whether statutory bad-faith duties and damages applicable to insurers support imposing liability beyond
the agreed policy limits on an independent insurance broker.

HOLDINGS

1. If an insurance broker is found to have breached a contract to obtain insurance coverage, the broker's
liability is limited to the liability limits of the policy the broker agreed to procure; the broker cannot be

held liable for damages exceeding those limits.

2. The statutory bad-faith duties and penalties applicable to insurers do not impose liability beyond policy

limits on an independent insurance broker that does not issue the insurance contract.

KEY QUOTATIONS

“Thus, we hold that if Lanier were to be found in breach of a contract to obtain insurance coverage, the

measure of damages would be no greater than the liability limits of the policy it agreed to procure.” (407)

“Thus, the Court of Appeals has erroneously imposed the unique statutory duties of insurers on independent
brokers who do not issue contracts of insurance and have no duty or ability to evaluate and compromise
claims.” (407)

FACTUAL BACKGROUND

Lanier, an independent insurance broker, agreed to procure $1 million in primary liability coverage and $2
million in excess liability coverage for Southeastern Forge. Southeastern informed Lanier of an earlier
Mississippi loss, but Lanier failed to disclose it on the application to Acceptance, which then issued the excess
policy based on an application showing no 1998 losses. After a later Texas accident, Acceptance learned of the
omitted loss and obtained a judgment declaring its policy void ab initio; Southeastern ultimately had to

indemnify other parties for nearly $4.5 million.

PROCEDURAL HISTORY

Southeastern sued Lanier in Gwinnett County Superior Court for negligence, breach of fiduciary duty, and
breach of contract after the excess insurer's policy was declared void. The trial court ruled that any liability for
failure to procure insurance was limited to the $2 million policy limits and rejected the fiduciary-duty claim. The
Court of Appeals affirmed summary judgment for Acceptance and the rejection of the fiduciary-duty claim but
held that the trial court erred by limiting Lanier's potential liability to the policy limits. The Supreme Court

granted certiorari and reversed to the extent the Court of Appeals' judgment conflicted with its ruling.

DISPOSITION



reversed

REMAND INSTRUCTIONS

The judgment of the Court of Appeals was reversed to the extent that it conflicted with the Supreme Court's

holding limiting the broker's potential liability to the liability limits of the policy it agreed to procure.
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