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May 26, 2009


ALABAMA INSURANCE CASE LAW UPDATE
UNINSURED MOTORIST BENEFITS; MUNICIPAL LIABILITY CAP


On May 15, 2009, the Alabama Supreme Court released its opinion in the case of Kendall v. United Services Automobile Association.  According to the facts of the case, the plaintiff, Rosalyn Kendall was driving her vehicle on Highway 143 in Elmore County, Alabama.  At the same time, Angelia Mercer, an employee of the Elmore County District Attorney’s office, failed to stop at a red light and collided with Kendall’s vehicle.  It was undisputed that Mercer was acting within in the line and scope of her employment with the County at the time of the accident.  Kendall suffered severe and permanent injuries as a result of the accident.  She sued Elmore County and Mercer seeking damages for her injuries.


At the time of her accident, Kendall was insured by an automobile - insurance policy issued by USAA.  The USAA policy contained an uninsured\under insured - motorist provision.  That section stated:

“We will pay damages which a covered person is legally entitled to recover from the owner or operator of an uninsured motorist vehicle because [bodily injury] sustained by a covered person and caused by an auto accident.”


The County offered Kendall $100,000, its insurance-policy limits, to settle her claims against it and Mercer.  It was undisputed that Kendall’s medical expenses exceeded the County’s policy limits of $100,000.  Under Alabama law, a county’s liability is limited to $100,000 by statute.


Kendall notified USAA of the County’s offer to settle her claims for its policy limits of $100,000.  She demanded payment from USAA of $75,000, the UM\UIM policy limit.  Subsequently, USAA gave its permission to Kendall to settle her claims with the County and waived its rights of subrogation.  Kendall settled her claim against the County and Mercer for $100,000.  


On June 20, 2003, Kendall again demanded the $75,000 policy limits from USAA under her UM\UIM coverage.  USAA refused to pay Kendall the policy limits of the UIM coverage because it claimed that the County’s liability was limited by statute to $100,000 and Kendall had received that amount.


On September 21, 2006, Kendall sued USAA, seeking a judgment declaring her rights under the policy and an award of UIM benefits.  USAA moved for summary judgment arguing that Alabama Code §11-93-2 capped the County’s liability at $100,000, and that, because Kendall had already settled her claims against the County and Mercer for $100,000, she was no longer “legally entitled to recover” damages against the County and “therefore, she could not recover UIM benefits under her policy with USAA.”  


The trial court granted a summary judgment motion filed by USAA and Kendall appealed.


In affirming the decision the trial court, the Court of Appeals cited to 

Ala. Code §11-93-2.  That code provision sets out the maximum recovery permitted against a municipality or County at $100,000.  The Court stated that the Alabama Uninsured Motorist Statute states in part that its purpose is to protect those “legally entitled to recover damages” from owners or operators of uninsured vehicles. The Court cited to the federal case of State Farm Mutual Automobile Insurance Co., v. Causey, 509 F.Supp. 2d. 1026 (M.D. Ala. 2007).  In that case, the U.S. District Court decided the precise issue before the court in the instant action and determined that the insured in that case was legally entitled to recover no more than $100,000 from a City and its employee.  


The court agreed with the rationale in the Causey case and stated that because Kendall had already recovered the statutory maximum of $100,000, she was no longer “legally entitled to recover” damages from the County or Mercer.  Therefore, the Alabama Supreme Court affirmed the decision of the trial court granting summary judgment to USAA.

I hope you have found the above summary helpful and informative.  For a copy of this and other publications regarding recently released cases of interest in the State of Alabama, 

please feel free to visit our website at www.robertsassociates.net/publications.  Also, if you would like to receive these updates via email, please send an email to sroberts@robertsassociates.net. 
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