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SUMMARY

The Montana Supreme Court affirmed summary judgment for Farmers Insurance Exchange in an
underinsured motorist coverage dispute. The court held that the policy’s coverage depended on
whether the vehicle involved was underinsured, and the U-Haul truck was not underinsured because it
had approximately $7 million in bodily injury liability coverage, exceeding the appellants’ damages.
The court therefore concluded that Farmers’ underinsured motorist coverage did not apply.
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QUESTIONS PRESENTED

1. Whether the Farmers underinsured motorist policy applied when the vehicle involved in the accident had
approximately $7 million in available bodily-injury liability coverage, even though the driver had
limited personal insurance coverage.

HOLDINGS

1. The policy's underinsured motorist coverage attached to the underinsured motor vehicle, not merely to
an underinsured driver. Because the U-Haul truck was covered by approximately $7 million in bodily-
injury liability insurance—an amount exceeding the appellants' damages—the truck was not an
underinsured motor vehicle, and Farmers owed no underinsured motorist benefits.

2. Summary judgment was proper because the undisputed policy terms and insurance coverage established
that the underinsured motorist policy did not apply as a matter of law.

KEY QUOTATIONS

“General rules of contract law apply to insurance policies and we construe them strictly against the insurer
and in favor of the insured. Courts give the terms and words used in an insurance contract their usual
meaning and construe them using common sense.” (¶ 9)

“Because that amount exceeds the Appellants’ damages and Mecca’s policy pays claims “only after the limits
of liability under any applicable bodily injury liability bonds or policies have been exhausted,” the U-Haul
truck was not underinsured, and the underinsured policy was not applicable.” (¶ 15)

FACTUAL BACKGROUND

On December 4, 1999, a vehicle occupied by Mecca and Bailey was struck by a U-Haul truck driven by Karl
Hase, who was extremely intoxicated. Hase had only $25,000 per-person liability coverage, while U-Haul had
approximately $7 million in applicable bodily-injury liability coverage. The appellants obtained default
judgments against Hase, settled with Hase and his insurer for $25,000 each, settled their negligent-entrustment
claims against U-Haul for $125,000 total without notifying Farmers, and then sought benefits under Mecca's
$30,000-per-person underinsured motorist policy.

PROCEDURAL HISTORY

After the appellants obtained default judgments against the intoxicated driver and settled with the driver and U-
Haul, they sued Farmers for underinsured motorist benefits. Both parties moved for summary judgment. The
District Court of the First Judicial District, Lewis and Clark County, granted Farmers' motion, denied the
appellants' motion, and the Montana Supreme Court affirmed.
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