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SUMMARY

The Arizona Supreme Court considers whether an attorney assigned by an insurer to defend an insured
may owe the insurer a duty of care, including when the attorney-client relationship is not expressly
established. The court holds that an insurer may be owed a duty as a nonclient when the insurer's
interests do not conflict with those of the insured and the applicable factors support such a duty. The
court also rejects the requirement that malpractice toward the insured must be alleged before a
nonclient may pursue a claim against the attorney.
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PROCEDURAL POSTURE Paradigm appealed after the trial court granted summary judgment to
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QUESTIONS PRESENTED

1. Whether an express agreement is required to form an attorney-client relationship between an insurer and
counsel assigned to defend the insurer's insured.

2. Whether an attorney assigned by an insurer to defend an insured may owe the insurer a duty of care even
if the insurer is not an attorney-client of the lawyer.

3. Whether the potential for a conflict of interest between insurer and insured automatically prevents dual
representation or precludes a duty to the insurer.

4. Whether summary judgment for Langerman was proper when the record did not establish as a matter of
law that Langerman owed no duty to Paradigm.

HOLDINGS

1. An express oral or written agreement is not a prerequisite to formation of an attorney-client relationship;
the relationship may arise from the parties' manifested intent or objectively reasonable reliance on the
lawyer's representation.

2. An attorney assigned by an insurer to represent its insured may owe the insurer a duty of care, even
when the insurer is not the attorney's client, when the lawyer's services are intended to benefit the
insurer, the duty would not significantly impair obligations to the insured, and absence of the duty would
make enforcement of those obligations unlikely.

3. The mere potential for a future conflict between insurer and insured does not automatically prevent
assigned counsel from representing both or eliminate a duty to the insurer; actual conflicts or substantial
risks of conflict require the lawyer to prioritize the insured's interests and comply with applicable
conflict rules.

4. Summary judgment for Langerman was improper because Paradigm could pursue a negligence claim
based on a duty owed by assigned counsel to the insurer, regardless of whether Paradigm was an
attorney-client.

KEY QUOTATIONS

“We also determine that, based on a long line of precedent, when an insurer assigns an attorney to represent
an insured, the lawyer has a duty to the insurer arising from the understanding that the lawyer's services are
ordinarily intended to benefit both insurer and insured when their interests coincide.” (602)

“This duty exists even if the insurer is a nonclient.” (602)



“We hold again today that a lawyer has a duty, and therefore may be liable for negligent breach, to a
nonclient under the conditions set forth in previous case law and the RESTATEMENT.” (602)

FACTUAL BACKGROUND

Paradigm insured Dr. Benjamin A. Vanderwerf for medical-malpractice liability and assigned Langerman to
defend him in Renee Taylor's malpractice action. Langerman allegedly failed to investigate whether Vanderwerf
was covered by Samaritan's liability insurance and therefore failed to advise Paradigm about tendering the
defense to Samaritan Insurance Funding, which potentially provided primary coverage. After new counsel
discovered the coverage, the tender was rejected as untimely, and Paradigm settled Taylor's claim within its own
policy limits without contribution or indemnification from Samaritan Insurance Funding. Paradigm alleged that
Langerman's negligence caused only Paradigm economic damage.

PROCEDURAL HISTORY

Paradigm assigned Langerman to defend an insured physician in a medical-malpractice action. After Langerman
allegedly failed to investigate or timely tender potentially primary coverage held by another insurer, Paradigm
settled the underlying claim with its own funds and counterclaimed for damages when Langerman sued for legal
fees. The trial court granted Langerman summary judgment, reasoning that no attorney-client relationship or
duty existed between Langerman and Paradigm. The court of appeals reversed in part, and the Arizona Supreme
Court vacated that opinion in part, reversed the trial court in part, and remanded.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The trial court must determine on remand whether Langerman breached its duty to Paradigm and caused
damage, including whether the applicable standard of conduct required investigation of other primary coverage
or a timely tender of the defense.
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