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OPINION

In this case, an insurance company sought declaratory judgment on the issue of whether the
language in the insurance policy automatically increased the policy’s coverage limits to those
required by Tennessee' s Financial Responsibility Law, absent certification of the policy. Thetrial
court ruled that it did not. Weaffirm.

AppelleeMississippi Farm Bureau M utual | nsurance Company (“MFB”) issued aninsurance
policy to BrendaBoyd (“Boyd”), aMississippi resident. The policy provided liability coverage up
to $10,000 per person and $20,000 per accident, complying with Mississippi’ s requirements for
minimum coverage. See Miss. Code Ann. § 63-15-43 (2)(b)(1972). The policy also provided, in
pertinent part:

6. Financial Responsibility Laws - Coverage A and B. If this policy is one that

is certified following an accident as proof of financial responsibility for future

accidents under Mississippi Code Annotated, Section 63-15-43, and amendments

thereto, and under like provisionsof theMotor V ehicleFinancial Responsibility Law

of any State or Province, such insurance asis afforded by this policy shal comply

with the provisions of such law to the extent of the coverage and minimum limits of

liability required, provided, however, that this policy will not conform to any

requirementsby any other state or providence|[sic] asto thetypesand/or amounts of
coverage other than “ bodily injury” and “ property damage’ liability.
In 1993, Boyd had an automobileaccident in Tennesseeinvolving A ppel lants L atoniaScruggs Jones
and Thomas Jones (“Joneses’). The Joneses subsequently filed aclaim for personal injuriesarising
out of the accident.

The Tennessee Financial Responsibility Law of 1977, Tennessee Code Annotated 88 55-12-
101 et. seq., requirespolicy limitsof $25,000 per person and $50,000 per accident after 1989. Tenn.
Code Ann. § 55-12-102(12)(C)(ii) (1993). Prior to the accident, however, MFB had not certified
the policy as proof of financial responsibility. To determine the policy limits for the Tennessee
accident, MFB filed a complaint in Circuit Court in Tennessee for declaratory judgment. MFB
asked thetrial court to determine the question of whether the above-quoted language in the policy
operated to automatically increase the liability limits to those required by the Financial
Responsibility Law.

Both parties moved for summary judgment. Thetrial court granted summary judgment for

MFB and denied the Joneses’ motion for summary judgment. From this decision the Joneses now

appeal.



The issue on apped is whether language in the MFB policy increased the policy’ s ligbility
limitsto comply with those required by the Financial Responsibility Law, despitethefact that MFB
had not certified the policy as proof of financial responsibility.

A trial court should grant amotion for summary judgment when the movant demonstrates
that there are no genuine issues of material fact and that the moving party is entitled to ajudgment
asamatter of law. Tenn. R. Civ. P. 56.03. Summary judgment isonly appropriate when thefacts
and the legal conclusions drawn from the facts reasonably permit only one conclusion. Carvell v.
Bottoms, 900 S.W.2d 23, 26 (Tenn. 1995). Since only questions of law are involved, there is no
presumption of correctnessregarding atrial court'sgrant of summary judgment. Id. Therefore, our
review of thetrial court’s grant of summary judgment is de novo on the record before this Court.
| d.

In Tennessee, a motorist who is involved in an automobile accident resulting in a death,
personal injury, or property damage in excess of four hundred dollars must file an accident report
withthe Commissioner of Safety. Tenn. Code Ann. 855-12-104(a) (1993). Whenthecommissioner
receives such areport, if hereceives notice of aclaim filed against the motorist and determines that
the claimant’s chance of winning a judgment are reasonably possible, he then requires a security
deposit from the motorist to cover the possiblejudgment. 1d. 8 55-12-105(a) (1993). If the motorist
fails to provide a security deposit, the commissioner revokes the motorist’s driver’s license and
registrations. 1d. If the motorist isanonresident, the commissioner revokes his privilege to drive
in the state. 1d.

A security deposit is not required, however, if the motorist “had in effect at the time of the
accident, an automobileliability policy or bond with respect to the vehicleinvolved in theaccident,”
unlessthe vehicle was being driven without the owner’ sexpressor implied permission. Tenn. Code
Ann. 8 55-12-106(1) (Supp. 1997). In order to qualify, the policy must meet the following
requirements:

(& No policy or bond shall be effective under § 55-12-106, unless issued by an

insurance company or surety company licensed to do businessin this state . . . and

unless such policy or bond provides security not less than the amounts specified in

§55-12-102.

Id. §55-12-107(a) (1993). Section55-12-102 requires, asoneoption for any period after December

31, 1989, “[&] split-limit policy with alimit of not less than twenty-five thousand dollars ($25,000)



for bodily injury to or death of one (1) person, not less than fifty thousand dollars ($50,000) for
bodily injury to or death of two (2) or more persons in any one (1) accident, and not less than ten
thousand dollars ($10,000) for damage to property in any one (1) accident.” Id. § 55-12-
102(12)(C)(ii).

Finally, a motorist may provide proof of financial responsibility by “filing with the
commissioner the written certificate of any insurance carrier duly authorized to do businessin this
state, certifying that there isin effect a motor vehicle liability policy for the benefit of the person
required to furnish proof of financial responsibility.” Tenn. Code Ann. § 55-12-120 (1993). A
nonresident can filesuch acertificate from acarrier licensed to do businessin the statein which the
motorist’s vehicleis registered, so long as the carrier meets two requirements:

(1) Theinsurance carrier shall execute a power of attorney authorizing the
commissioner to accept service onitsbehal f of noticeor processin any action arising

out of amotor vehicle accident in this state; and

(2) Theinsurance carrier shall agree in writing that such policies shall be
deemed to conform with the laws of this state relating to the terms of motor vehicle
liability policiesissued therein.

Id. § 55-12-121 (1993).

The pertinent statutes are discussed in McManusyv. State Farm Mutual Auto. Ins. Co., 225
Tenn. 106, 463 S.W.2d 702 (1971). In McManus, the plaintiff filed for declaratory judgment
against the defendant insurance company, asserting that an exclusion clausein the policy was void
asbeing in conflict with the Financial Responsibility Law. Id. at 107-09, 463 SW.2d at 703. The
plaintiff noted that his policy was on file with and had been approved by the Commissioner of
Insuranceand Banking, and asserted that the Financial Responsibility Law wasthereforeapplicable.
Id. at 108-09, 463 S.W.2d at 703. Indiscussing the history of theFinancid Responsihility Law, the
Court noted that the legidature chose to require public liability insuranceonly after afirst accident,
as opposed to requiring public liability insurance of everyonein the state. I1d. at 109, 463 S.\W.2d
at 703. After discussing the Financial Responsibility Law, the Court found:

In keeping with the intent of the Legislature that the sanctions of this statute
apply only after an accident, then the requirementsthat an insurance policy conform
to this statute . . . would apply only to insurance policies issued and certified to the

Commissioner of Safety as proof of financial responsibility inaccord with the statute.

Id. at 111, 463 SW.2d at 704. In McManus, the plaintiff had not certified hisinsurance policy as



proof of financial responsibility. The Court explained:

The only language in the policy in regard to financial responsibility laws is as
follows:

When certified as proof of future financial responsibility under any
motor vehicle financial responsibility law and while such proof is
required during the policy period, this policy shall comply with such
law if applicable * * *.

The above language of thispolicy isanegation of any argument it has been
certified as proof of financial responsibility.

Id. at 112, 463 SW.2d at 704. The Court concluded by noting that “[t]he fact the insurance policy
in question ison file and approved by the Commissioner of the Insurance and Banking . . . does not
make the policy a‘ certified policy’ under our financial responsibility law.” Id. at 112, 463 S.W.2d
at 705.

These issues are also addressed in Holt v. State Farm Mutual Auto. Ins. Co., 486 SW.2d
734 (Tenn. 1972). InHolt, the plaintiff insurance company sought declaratory judgment regarding
its liability on two insurance policies. 1d. at 734-35. At issue were the exclusion clauses, which
provided that the relative of an insured who lived in the same household as the insured was not
coveredfor bodily injuriesunder the policies. The defendant argued that the exclusion clauseswere
void because they violated the Financial Responsibility Law. Id. at 735. The Court disagreed,
finding that the Financial Responsibility Law was inapplicable under the facts of the case. The
parties stipulated that the policies had been in effect at the time of the accident and that, after the
accident, the insurance company had filed papers with the commissioner attesting that the car
involvedinthe accident had been covered by insuranceat the timethe accident occurred. 1d. at 736.
The Court found:

Therequirementsof T.C.A. Section 59-1223 apply only to policies procured
and certified to the Commissioner of Safety as proof of financial responsibility after

an accident by the owner or operator who a the time of the accident carried no
liability insurance on the automobile.

Pursuant to McManusand Holt, it isclear that theMFB policy limitsdo not have to comply
withthose setforthinthe Financial Responsibility Law. The pertinent statutesindicate that the need
for proof of financial responsibility comesinto effect only after amotorist has had an accident. See
Tenn. Code Ann. 88 55-12-104 to -105; McManus, 225 Tenn. at 109, 463 SW.2d at 703. In

essence, the law dlows amotorist a“first bite at the apple” before requiring that he carry insurance



or meet any particular insurance coverage requirements. Thelanguageinthe MFB policy mandates
no different result. Indeed, the language in the MFB policy issimilar to that at issuein McManus.
See McManus, 225 Tenn. at 112, 463 SW.2d a 704. Thepolicy providesthat it will comply with
the financial responsibility law of another state only if it “is certified following an accident as proof
of financial responsibility for futureaccidents’ (emphasisadded). Asfar astherecordindicates, this
was Boyd' sfirst accident in Tennessee, and the policy had not been certified as proof of financial
responsibility. Therefore, the plain language of the policy indicatesthat its coverage limits need not
conform to those required under Tennessee' s Financial Responsibility Law. Ballard v. North Am.
Life& Cas. Co., 667 S.\W.2d 79, 82-83 (Tenn. App. 1983) (absent ambiguity, courtsaretointerpret
insurance policies according to the plain meaning of the language used).

TheJonesesarguetha Winecoff v. NationwideMutual Ins. Co., 223 Tenn. 267,444 S.W.2d
84 (1969), requires adifferent result. In Winecoff, the Court interpreted certain policy provisions
to require coverage limitsin line with those required by the Financial Responsibility Law. Id. at
271, 274-76, 444 SW.2d at 85, 87-88. A key provision provided the following:

‘“When certified asproof of financial responsibility for thefutureunder the provisions

of any motor vehicle financia responsibility law, such insurance as is afforded by

thisPolicy under Coverages C(1) and C(2) shall comply with the provisions of such

law to the extent of the coverage required by such law.’
Id. at 271, 444 SW.2d & 86. Thisprovisionissimilar to thelanguage discussed above. However,
the policy in Winecoff contained two additional provisions. The first provided:

‘This policy does not comply with motorists’ financial responsibility laws of your

state unless there is a premium charge shown for Coverages C(1) and C(2) in Item

5.
Id. at 271, 444 SW.2d at 85. The second provided:

‘Thelimits of the Company’ sliability under Coverages C(1) and C(2) shall comply

with the limits of liability required by any applicable motor vehicle financia

responsibility law.’
Id. Each policy showed premium charges for Coverages C(1) and C(2) in Item 5, and the Court
concluded that the insurance company had agreed to comply with the Tennessee Financia
Responsibility Law and the coverage limits contained therein. 1d. at 274-76, 444 S\W.2d at 87-88.
Unlike the policy in Winecoff, the MFB policy in this case contains no provision for premium

chargesfor any added coverage necessary to comply with any state’ sfinancial responsibility law and

in no way purports to comply with such a law unless MFB first certifies the policy for future



accidents.
Thedecisionof thetrial courtisaffirmed. Costson appeal are assessed against Appellants,

for which execution may issue if necessary.
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