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SUMMARY

The Supreme Court of Nebraska affirmed summary judgment for State Farm in a purported class

action alleging that State Farm improperly marketed and administered medical payments coverage.

The court held that the policy barred recovery because Mary Lynch recovered more than her medical

expenses from a third-party tortfeasor, leaving State Farm with no contractual obligation. Because her

breach-of-contract claim failed, her related claims and ability to represent the proposed class also

failed.
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The plaintiffs appealed from an order of the Douglas County District
Court granting State Farm's motion for summary judgment and
dismissing their putative class action. The Nebraska Supreme Court

granted the plaintiffs' petition to bypass.

Summary judgment is proper when the pleadings and admitted
evidence disclose no genuine issue of material fact or ultimate
inference and the moving party is entitled to judgment as a matter of
law. On review, the appellate court views the evidence most favorably
to the party against whom judgment was entered and gives that party

the benefit of all reasonable inferences.
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QUESTIONS PRESENTED

1.

Whether State Farm's partial denial of Mary's medical-payments claim breached the insurance contract

when her third-party settlement exceeded her claimed medical expenses.

. Whether Mary's other individual claims could proceed when her breach-of-contract claim failed as a

matter of law.

. Whether Mary could represent the putative class when she lacked a viable individual claim and therefore

lacked commonality with class members whose claims had been denied.

. Whether the district court erred in granting summary judgment and in declining to grant the plaintiffs'

partial summary judgment motion.

. Whether the district court erred in determining that the plaintiffs' expert opinions lacked foundation and

were COHClUSOFy.

HOLDINGS

1.

The policy unambiguously provided that State Farm owed nothing under its medical-payments coverage
when the insured recovered from the liable third party an amount equal to or greater than the total
reasonable and necessary medical expenses. Because Mary's settlement exceeded her claimed medical

expenses, State Farm had no contractual obligation to pay her additional benefits.

. Mary had no cognizable breach-of-contract claim because the undisputed facts established that she was

not legally entitled to medical-payments benefits under the policy.

. State Farm did not waive its right to rely on the exclusion by partially denying Mary's claim.

. The policy provision was not void as against public policy; it was an enforceable contractual bar against

double recovery of medical expenses.

. Mary's claims for breach of the covenant of good faith and fair dealing, deceptive trade practices, fraud,

unjust enrichment, and consumer-protection violations failed because each depended on a viable breach-
of-contract claim.

. Mary was not qualified to represent the putative class because her breach-of-contract claim was

meritless as a matter of law and she lacked commonality with class members whose claims had been

denied.

KEY QUOTATIONS

“We conclude as a matter of law that because Mary recovered more than the amount of her medical expenses

in her settlement with a third party, State Farm had no contractual obligation to Mary under the plain



language of its medical payments coverage provisions.” (297)

“We conclude that because Mary's breach of contract claim fails as a matter of law, so too must the
remainder of her claims.” (297)

FACTUAL BACKGROUND

Mary Lynch was injured in an automobile accident and incurred medical expenses. Her State Farm policy
provided medical-payments coverage stating that State Farm would owe nothing if the insured received from the
liable third party an amount equal to or greater than the total reasonable and necessary medical expenses. State
Farm paid part of Mary's submitted medical bills, and she later settled her claim against the other driver for
$6,838.67, an amount exceeding the medical expenses claimed under the State Farm coverage. The Lynches then
brought a putative statewide class action challenging State Farm's alleged marketing and administration of

medical-payments coverage.

PROCEDURAL HISTORY

The Lynches filed a putative class action alleging that State Farm marketed medical-payments coverage as
indemnity coverage while providing managed-care coverage of lesser value. They asserted breach of contract,
breach of the covenant of good faith and fair dealing, deceptive trade practices, fraud, unjust enrichment, and
consumer-protection claims. The district court granted State Farm summary judgment, concluding that Mary
Lynch had no breach-of-contract claim because her third-party settlement exceeded her claimed medical
expenses, that she could not represent the class, and that expert opinions were insufficiently founded. The
Supreme Court affirmed and did not reach the expert-testimony assignment because the individual and class

claims failed as a matter of law.
DISPOSITION

affirmed
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