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The Remedy Mechanism in Terms of the Insurers’ Bad Faith when Honoring Policy Obligations

WU Yiwen YANG Yong

Abstract: The reason why the insurers are always honoring the policy obligations in bad faith lies in the specialty

of insurance contract duty and the interest conflicts between the insureds and insurers. The duty of good faith and

fair dealing can’ t demonstrate the establishment of tort of bad faith. It’ s also difficult to explain the tort of bad faith

by means of the fiduciary duty. Due to the fact that the contract law provides limited remedies for the insureds the

tort of bad faith is applied to offer sufficient remedies. In Chinese law if the insurers breach the duty of investiga—

tion payment of insurance proceeds defense and settlement the damages that the insureds suffer can be recovered

with the action of breach of contract. Neither the mental injuries nor the punitive damages are the obstacle to the

remedy mechanism of contract law. Although it s likely to apply the tort law to the protection of the insureds there

aren’ t any advantages.

Key words: tort of bad faith; breach of contract; remedy mechanism; claim payment obligations.
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