IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

STATE FARM MUTUAL AUTOMOBI LE : ClVIL ACTI ON
| NSURANCE COVPANY :
V.
No. 98-1549
DELORES AND WALLY SHARE
MEMORANDUM
Ludw g, J. Cct ober 15, 1998

This is an action by plaintiff State Farm Mutual Autonobile
| nsurance Conpany for a declaratory judgnent as relates to a claim
subm tted by defendant Wally Share, its insured. He is alleged to
have sustai ned personal injuries in an accident on August 26, 1996
whil e a passenger in a car operated by his wfe, Delores Share.
The car, which was jointly owned by defendants, was insured by
plaintiff. Jurisdiction is diversity, 28 U S C 88 1332(a),
2201(a). The facts of the case are set forth in a stipulation.

The narrow issue presented here is whether the household
exclusion in State Farmi s autonobile insurance policy should be
applied to the husband’s third-party clai magainst his wife.* The
exclusion states that there is no liability coverage for bodily
injury to “any insured or any nmenber of ainsured s famly residing
in the insured’ s household.” Stip. facts, Y 24 (enphasis in
original). The effect and enforceability of the exclusion are

controlled by the law of the applicable state.

! Plaintiff has paid the husband $10, 000 i n nmedi cal expenses
under the policy s first-party coverage. Stip. facts, § 22. This
was a one-car acci dent.



Def endants are pernmanent residents of Florida. The accident
i n question occurred in Pennsylvania while they were on a two-nonth
vacati on. The car was purchased and tenporarily registered in
Pennsyl vania but was insured under a policy issued in Florida.
Al so, at the tine of purchase, defendants obtai ned an exenption
from Pennsyl vania state sales tax by reason of their intention to
pay Florida tax upon their return there.

Afederal court sittingindiversity nust apply the choi ce- of -

law rul es of the forum st ate. Kl axon v. Stentor Elec. Mqg. Co.,

313 U. S. 487, 496 (1941); Fedorczyk v. Caribbean Cruise Lines,

Ltd., 82 F.3d 69, 72 (3d Cir. 1996). Pennsylvani a has adopted the
significant contacts analysis, under which the |law of the state
having the nost significant relationship with the parties and the

transaction controls. Giffith v. United Air Lines, 416 Pa. 1, 21-

22, 203 A . 2d 796, 805-06 (1964). See also Conpagni e des Bauxites

de Guinee v. Argonaut-Mdwest Ins. Co., 880 F.2d 685, 688-89 (3d

Cr. 1989).

The inquiry here is potentially two-fold: (1) Is there a real
conflict between the | aws of the states involved; if so, (2) which
jurisdiction has the greater interest, considering the qualitative
contacts of the states, the parties and the controversy? LeJeune

v. Bliss-Salem Inc., 85 F.3d 1069, 1071 (3d Cr. 1996). Florida

deci si ons uphol d househol d exclusions simlar to the one in this
case whil e Pennsyl vania decisions are generally to the contrary.
Therefore, there appears to be an actual, as opposed to a “fal se,”

conflict of |aw question. Conpare Fitzgibbon v. GEI CO 583 So. 2d

2



1020, 1021 (Fla. 1991) and Mtchell v. State Farm Mit. Auto Ins.,

678 So. 2d 418, 421 (Fla. Dist. C. App. 1996), with Electric Ins.

Co. v. Rubin, 32 F.3d 814, 818 (3d Gr. 1994) (“[I]t is true that
‘[t]he general rule in Pennsylvania . . . [is that] famly car
exclusions . . . are invalid as against the policy of the MFRL

[ Mot or Vehicle Fami |y Responsibility Law.”) (quoting Sherwood v.

Bankers Standard Ins. Co., 424 Pa. Super. 13, 16, 621 A 2d 1015,
1017 (1993), rev'd on other grounds, 538 Pa. 397, 648 A 2d 1171

(1994)). See also defendants’ not. for summ ., ex. C (letter
from the Pennsylvania Insurance Departnent, Feb. 13, 1991,
expl ai ni ng t hat Pennsyl vani a i nsurers nust offer the full extent of
l[iability coverage required under the MFRL for intra-famly
| awsui ts).

G ven the actual conflict, the determ nation of which state

has the nost significant relationship to this controversy nust be

made in favor of Florida. |In a contract dispute, the “center of
gravity” of the contract - the place of negotiation, signing,
delivery, and parties’ domcile - ordinarily is dispositive.

Neville Chenmical Co. v. Union Carbide Corp., 422 F.2d 1205, 1211

(3d CGir. 1969); Carbone v. Ceneral Accident Ins. Co., 937 F. Supp.

413, 417 (E.D. Pa. 1996). Al of the relevant factors here ook to
the applicability of Florida law - which, for the sane reasons,
woul d have been the law that was within the parties’ reasonable
cont enpl ati on when the insurance policy was issued.

However, the policy also includes an “Qut-of-State Coverage”



provi sion.? Because the accident occurred in Pennsylvania, the
out-of-state coverage provision triggers application of
Pennsyl vania | aw - specifically, the WFRL, 75 Pa C.S. A 8 1701 et
seq.

As defendants correctly point out, they were, as nonresi dents,
subj ect to the MVFRL as nonresidents during the operation of their

not or vehicle on Pennsylvania highways. See, e.qg., Jarrett v.

Pennsylvania Nat’| Mut. Ins. Co., 400 Pa. Super. 565, 569, 584 A 2d

327, 329 (1990) (“Omers of autonobiles registered outside the

Commonweal th [ are] required to show proof of financial

responsibility.”); Boone v. Stonewall Ins. Co., 382 Pa. Super. 104,
108, 554 A 2d 968, 970 (1989) (holding that driver whose car was
registered and insured in North Carolina was subject to
Pennsyl vania financial responsibility requirenents). Section
1782(b) delineates the obligation of nonresidents under the MVFRL:

Nonresident. - The nonresident owner of a
not or vehicle not registered in this
Commonwealth may give proof of financial
responsibility by filing with the depart nment
[of transportation] a witten certificate . .

of an insurance conpany authorized to
transact business in the state in which the

2 That provision states, in relevant part:
Qut-of - State Coverage

I f an insured under the liability coverages is
in another state or Canada and as a non-
resi dent becones subject toits notor vehicle
conmpul sory i nsurance, financial responsibility
or simlar |aw

(a) the policy will be interpreted to
give the coverage required by the [ aw . :

Stip. facts | 24.



notor vehicle or notor vehicles described in
the certificate are registered. . . . The
departnent shall accept the certificate upon
condition that the insurance conpany conplies
with the follow ng provisions with respect to
the policies so certified:

* * *

(2) The insurance conpany shall agree in
witing that the policies shall be deened to
conform with the laws of this Commonweal t h
relating to the terns of notor vehicle
liability policies i ssued in this
Commonweal t h.
78 Pa. C.S.A § 1782(b).°
Pennsyl vani a courts have construed this provision to require
nonresidents to furnish proof of financial responsibility as
defined in 8§ 1702. For nonresidents, the mnimum liability
coverage, as set forth in that section, is $15, 000 for bodily

i njury and $5, 000 for property damage. See Jarrett, 400 Pa. Super.

at 569, 584 A . 2d at 329; Boone, 382 Pa. Super. at 108, 554 A 2d at
970. The insurance policy coverage issued by State Farmin this
case exceeds the m ninuns mandated under § 1702. However, the
househol d exclusion limts liability to persons other than nenbers
of the insured’ s household. That result, according to defendants,
woul d deny the necessary m ni mum coverage to all clainmants.

Qur task at this juncture is to predict howthe Suprene Court
of Pennsylvania would decide this insurance coverage question,

having not ruled on it previously. Polselli v. Nationw de Mit.

Fire Ins. Co., 126 F.3d 524, 528 n.3 (3d Gr. 1997); Surace V.

® Pennsyl vani a courts have not considered the ef fect under the
MVFRL of a nonresident’s tenporary Pennsylvania registration of a
vehi cl e in Pennsyl vani a.



Caterpillar, Inc., 111 F.3d 1039, 1044 (3d Cir. 1997).* In our

view, the Pennsylvania Court would not disallow the househol d
exclusion on the basis of the MVFRL’s nonresident provision. It
woul d no doubt reason that doing so would be consistent with the
MVFRL, and would not inpair the interests of Pennsylvania
residents. The financial responsibility statute was enacted by
Pennsyl vania in an effort to reduce escal ati ng costs of autonobile

i nsurance in the Cormonwealth. See Higuita v. Hai Son D nh, 1998

W. 667785, *7 (Pa. Sept. 29, 1998); Danko v. Erie Ins. Exchange,

428 Pa. Super. 223, 229, 630 A 2d 1219, 1222 (1993), aff’'d, 538 Pa.
572, 649 A 2d 935 (1994). To thwart the clear provision of this
i nsurance contract entered into by Florida residents in Florida
woul d not further the cost-containnment policy underlying the
MVFRL. °

O her considerations would also be likely to pronpt the
Pennsyl vania court not to disturb the exclusion. To allow a
recovery of third-party benefits would be contrary to the
reasonabl e expectations of the parties - an inportant factor in

Pennsyl vani a insurance policy analysis. See, e.qg., Ceisler v.

“\Whi | e ot her Pennsyl vani a courts deci si ons may of f er gui dance,
this appears to be a case of first inpression.

*“Ininterpreting aninsurance contract, we nust ascertain the
intent of the parties as mani fested by the | anguage of the witten
agreement. Wen the policy |anguage is clear and unanbi guous, we
wll give effect to the |anguage of the contract.” Payl or v.
Hartford Ins. Co., 536 Pa. 583, 586, 640 A 2d 1234, 1235 (1994).
See also United Servs. Auto. Ass’'n. v. Evangelista, 698 F. Supp.
85, 88 (E.D. Pa. 1988) (upholding exclusion that was “clearly
wor ded, unanbi guous and conspi cuously di spl ayed”), aff’'d, 872 F. 2d
414 (3d Cir. 1989).




Motorists Mutual Ins. Co., 382 Pa. Super. 622, 626, 556 A 2d 391,

393 (1989) (noting that the insured s reasonabl e expectations are
the focal point of interpreting an insurance contract). A
nonresi dent insured should not be permtted to avoid such an
excl usi on depending nerely on the fortuity of where the autonobile

acci dent occurred. See Jeffry v. Erie Ins. Exch., 423 Pa. Super.

483, 502, 621 A 2d 635, 645 (1993) (“there is a correl ation between
t he prem uns paid by the i nsured and the coverage a cl ai mant coul d
reasonably expect to receive.”)

Qur predictionis that the househol d excl usi on woul d be uphel d
as valid and enforceable as a matter of Pennsylvania |aw, and,

consequently, plaintiff’s notion for judgnment nust be granted.

Ednund V. Ludw g, J.



