UNITED STATES COURT OF APPEALS FOR THE THIRD CIRCUIT

Lutheran Brotherhood v. Kraynak

32 F. App'x 19 (3d Cir. 2002) - Decided March 12, 2002

SUMMARY

The United States Court of Appeals for the Third Circuit affirmed summary judgment allowing
Lutheran Brotherhood to rescind a disability insurance policy based on the insured’s fraudulent
misrepresentations. The court also held that laches did not bar the rescission claim and affirmed the

denial of the insured’s counter-motions.
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DISPOSITION affirmed

PROCEDURAL POSTURE Kraynak appealed from the District Court's grant of Lutheran's motion

for summary judgment and denial of Kraynak's motions for judgment

on the pleadings, summary judgment, and partial summary judgment.

STANDARD OF REVIEW The grant of summary judgment was reviewed de novo under the same
standard applied by the District Court.
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QUESTIONS PRESENTED

1. Whether Kraynak's misrepresentations and omissions in obtaining disability insurance entitled Lutheran

to rescind the policy under Pennsylvania law.



2. Whether laches barred Lutheran's rescission claim.

3. Whether the District Court properly granted summary judgment to Lutheran and denied Kraynak's
dispositive motions.

HOLDINGS

1. Under Pennsylvania law, an insurance contract may be rescinded when the insured's representation was
false, the insured knew it was false when made or acted in bad faith, and the representation was material
to the insured risk. Kraynak's three fraudulent misrepresentations supported Lutheran's rescission of the

disability policy.

2. Laches did not bar Lutheran from pursuing rescission because Kraynak was not prejudiced by any lack

of diligence in Lutheran's pursuit of its rights.

3. The District Court properly granted Lutheran's motion for summary judgment and denied Kraynak's

motions for judgment on the pleadings, summary judgment, and partial summary judgment.

KEY QUOTATIONS

“[A]n insurance contract is void if (1) the representation was false; (2) the insured knew it to be false when

made or acted in bad faith; and (3) the representation was material to the risk being insured.” (19)

FACTUAL BACKGROUND

Lutheran issued Kraynak disability insurance after he submitted an application. The court identified three
material omissions or misrepresentations: Kraynak failed to disclose other disability insurance, failed to cancel
other disability insurance as promised, and failed to disclose an arthritis diagnosis within the preceding ten years.
Lutheran sought rescission, while Kraynak sought benefits under the policy.

PROCEDURAL HISTORY

Lutheran filed an action seeking rescission of an insurance policy based on alleged fraudulent misrepresentations
in Kraynak's insurance application. Kraynak counterclaimed for policy benefits. The District Court granted

summary judgment to Lutheran, denied Kraynak's motions, and Kraynak appealed.

DISPOSITION

affirmed
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