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SUMMARY

The Delaware Supreme Court consolidated three appeals concerning whether automobile insurance
policies covering repair or replacement also required insurers to compensate policyholders for
diminished vehicle value after repairs. The Court held that the policies did not expressly cover
diminished value and that their repair-or-replace provisions were clear and unambiguous. The Court
affirmed the Superior Court's dismissal of the plaintiffs' claims.
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QUESTIONS PRESENTED

1. Whether automobile insurance policy limits allowing the insurer to pay the lesser of actual cash value or
the amount necessary to repair or replace damaged property provide coverage for post-repair diminished
vehicle value.

2. Whether the repair-or-replace provisions are ambiguous and therefore must be construed in favor of the
insured.

3. Whether extrinsic evidence, including conflicting judicial interpretations, insurer internal documents, or
a later policy clarification, may establish ambiguity where the policy language is clear on its face.

HOLDINGS

1. Automobile insurance policies that limit liability to the lesser of the vehicle's actual cash value or the
amount necessary to repair or replace the damaged property do not require payment for diminution in
market value that remains after workmanlike repairs return the vehicle to substantially the same
physical, operating, and mechanical condition as before the loss.

2. The repair-or-replace language is clear and unambiguous and is not reasonably susceptible to an
interpretation requiring coverage for diminished value.

3. An insurer's later effort to clarify policy language, including Progressive's later express exclusion of
diminished-value coverage, is not evidence that the earlier policy was ambiguous or covered diminished
value.

KEY QUOTATIONS

“Under the "repair or replace" limitations on the policy, the insurer's liability to a claimant is "capped at the
cost of returning the damaged vehicle to substantially the same physical, operating, and mechanical condition
as existed before the loss."” (290)

“A plain reading of the limits on liability in the policies in question unambiguously give the insurers the
option to choose between the cost of repair or the full value of the vehicle before the covered damage
occurred.” (291)

FACTUAL BACKGROUND

The plaintiffs' vehicles were stolen or damaged in accidents and were repaired by or at the expense of their
insurers under comprehensive or collision coverage. Each plaintiff alleged that the vehicle retained physical
evidence of repair or other residual damage and therefore had a lower market value after repair than before the



covered incident. The plaintiffs sought additional indemnification for this alleged diminished value even though
the vehicles had been repaired in a workmanlike manner.
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The Superior Court granted Keystone's motion to dismiss Connelly's action, Progressive's motion to dismiss the
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