69O-167.007 Supplementary Payment of Defense Costs.

Any insurer issuing a commercial general liability contract shall provide for defense costs in addition to the limit of liability for the contract.

(1) Defense costs may be included within coverage limits for contracts for:

(a) Professional liability where liability limits are not specified in a statute requiring such coverage,

(b) Pollution liability, and

(c) Asbestos abatement.

(2) In addition to the three exceptions in subsection (1) above, the Office shall permit other types of liability contracts to include defense costs within the limit of liability if the insurer establishes that such policy provision is in the best interests of policyholders and the public. The best interests of the public shall be determined by the Office upon consideration of the following criteria:

(a) Demand for product,

(b) Sophistication of prospective consumers,

(c) Level of defense costs generally associated with risk,

(d) Disclosure provisions, and

(e) Policy coverage limits.

(3) This rule shall not be construed as requiring an insurer to incur defense costs accruing after it has tendered policy limits.
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