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philadelphia, thursday, january 25, 2018

Accrual of Statute of Limitations on Claims
for Uninsured Motorists Benefits Clarified
Pennsylvania law requires auto insurers to offer insureds the option to purchase uninsured motorist (UM) coverage.
UM coverage provides compensation for insureds injured in accidents caused by the negligence of uninsured drivers
or in “hit and run” accidents where the at-fault driver is never identified or by the negligence of underinsured drivers.
By Kenneth M. Portner
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ennsylvania law requires auto insurers to offer insureds the option to
purchase uninsured motorist (UM)
coverage. UM coverage provides compensation for insureds injured in accidents
caused by the negligence of uninsured
drivers or in “hit and run” accidents where
the at-fault driver is never identified or by
the negligence of underinsured drivers.
An insurance policy is a written contract.
Actions brought under an insurance policy
are thus subject to the four-year statute of
limitations applicable to written contracts
set forth at 42 Pa. C.S. Section 5525(a)(8).
The general rule is that the limitations
period commences at the time the cause
of action accrues. Generally, an action
on a contract accrues at the time of the
alleged breach. Accordingly, one would
expect that the statute of limitations for a
suit under a policy providing UM coverage would accrue at the time the insurer
either denies the UM claim or refuses
to pay benefits in the amount claimed
by the insured. Until recently, however,
Pennsylvania jurisprudence dictated that
for purposes of UM claims the statute of
limitations begins to run when an injured
party in an auto accident first learns that
the other driver is uninsured, as in Boyle

v. State Farm Mutual Auto Insurance, 456
A.2d 156, 157 (Pa. Super. 1983); Hopkins
v. Erie Insurance, 65 A.3d 452 (Pa. Super.
2013). The Pennsylvania Supreme Court
recently reversed these precedents in Erie
Insurance Exchange v. Bristol, No. 124
MAP 2016, 2017 Pa. LEXIS 3183, at *1
(Nov. 22, 2017).
In Bristol, the insured was injured in
a hit-and-run accident on July 22, 2005,
while in the course of his employment.
His employer’s auto insurance policy
contained an uninsured/underinsured
motorist coverage endorsement which
afforded coverage of $500,000 per accident and included an arbitration clause.
The arbitration clause provided for binding resolution of disputes over liability
and the amount of damages under the
endorsement, reserving other disputes,
including the applicability of any statute
of limitations, to the courts.
The insured asserted a UM claim under
the employer’s policy on June 19, 2007.
By letter dated July 9, 2007, the insurer
reserved its rights. Subsequently, both parties selected arbitrators and the insurer
obtained a statement under oath from the
claimant. In September 2012, the parties
agreed to postpone proceedings due to the
claimant’s incarceration. In May 2013, the
insurer filed a declaratory judgment action
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seeking a declaration that the claimant’s
UM claim was time barred.
Based on the Superior Court decisions
in Boyle and Hopkins, the insurer argued
that the statute of limitations began to run
on the date of the accident, July 22, 2005,
when the insured was unable to identify
the vehicle involved in the hit-and-run,
i.e., when he became aware he had a
UM claim. The insurer averred that, by
failing to file a “savings action with a
court of competent jurisdiction” by the

date the four-year limitation expired on
July 22, 2009, the UM claim was time
barred. The insured countered by arguing
that the reservation of rights and agreement to arbitrate precluded application
of the statute of limitations because, in
such circumstances, there is no contractual requirement to file a court action.
Alternatively, the insured argued that if
the statute commenced, it was tolled by
the agreement to arbitrate and selection
of the first two arbitrators.
The trial court held that the statute
commenced to run on the day of the
accident, which occurred over a year
prior to the selection of any arbitrators,
and that, pursuant to the Superior Court’s
opinions in Boyle and Hopkins, commencement of court action is required
to toll the running of the four-year time
limitation. The Superior Court affirmed,
holding that the statute begins to run on
a UM claim when an insured sustains
an injury as a result of a motor vehicle
accident and knows the owner or operator of the other vehicle is uninsured.
The Superior Court also rejected the
insured’s argument that his demand for
arbitration under the policy tolled the
statute of limitations. The Pennsylvania
Supreme Court granted allowance of
appeal to determine when the statute of
limitations begins to run on a UM claim
under in a policy containing an arbitration agreement.
The Supreme Court observed that the
Superior Court’s holding that the statute
begins to run when the insured knows
that the driver that caused the accident
was uninsured had departed from standard
contract principles. Accordingly, the court
considered whether a basis exists to deviate from the general rule relative to when
the statute of limitations begins to run in a
UM case.
First, the court explained that prior cases
in which it had held that the common law
notions of accrual of a cause of action did
not apply to the No Fault Act (the predecessor to the Motor Vehicle Financial

Responsibility Law (MVFRL) were not
relevant to the question before it. That
departure from common law principles
was grounded in the specific language of
the No Fault Act. Construction of a provision of the MVFRL was not at issue and
did not supply a rationale for deviating
from the general rule that in contract cases
it is an alleged breach of a duty under the
contract that starts the running of the statute of limitations.
The parties advanced policy arguments
in support of their respective positions
as to why the traditional common law
principles should or should not apply to
UM claims. These arguments focused on
the possibility of abuse of the claims process. The insurer argued that the common
law rule permits an insured to manipulate
the limitations period by simply delaying submission of the claim. The insured
argued that the rule stating that the claim
accrues when the insured learns that the
other driver is uninsured encourages an
insurer to delay processing of the claim
to lull the insured into a false sense of
security.
The Supreme Court declined to engage
in a detailed analysis of the policy arguments. The court was not confronted
with an interpretation of a contract provision affecting UM coverage or an
interpretation of a specific provision of
the MVFRL. Accordingly, the court concluded that it need not engage in a targeted public policy analysis in the context
of such interpretations. As for the parties
policy concerns, the court observed that
any abuses could be addressed on equitable grounds or other ways based on
particular facts, but that they did not
justify departing from normal breach of
contract principles attendant to triggering the statute limitations.
In sum, the court concluded that absent a
compelling public policy ground or legislative intent, there was no reason to create a
special rule for determining when the statute of limitations starts to run in UM cases.
Accordingly, the proper circumstance to

start the running of the limitation period is
an alleged breach of the insurance contract.
The court overruled the Superior Court
decisions in Boyle and its progeny to the
extent those cases are at variance with the
holding
Where the insurance contract provides
for arbitration, the breach occurs when
the insurer denies coverage or refuses to
arbitrate. Because it was undisputed that
the insurer had not refused arbitration
or denied coverage, it followed that the
insured had no accrued cause of action.
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