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Court of Appeals: Second Appellate District

Case Name: State Farm Fire & Cas. Co. v. Ireland Homes, Inc., 2009-Ohio-4793
Decided: September 11, 2009

Issue(s): Breach of Contract/Negligence/Subrogation

Summary of Opinion: Turner Carson entered into a construction contract with Ireland

Homes Inc. (Ireland) to complete construction of a home. The contract between Carson
and Ireland provided that Carson would obtain property insurance, and that Ireland would
obtain general liability insurance. Carson’s property insurance was thru State Farm.

Prior to completion of construction, the home was destroyed by fire. Ireland had
been paid $446,614 toward the purchase price of the house, and consequently, State Farm
paid Carson that amount. Thereafter, State Farm filed suit claiming that it was subrogated
to Carson’s potential claims against Ireland for negligence and breach of contract. The trial
court granted Ireland’s motion for summary judgment, and State Farm appealed.

The Second District Court of Appeals explained that although the construction
contract was ambiguous as to whom Carson was supposed to furnish property insurance
for, it was proper to use extrinsic evidence to show that the insurance was intended to
cover both Carson and Ireland.

Moreover, the court held that when there is an agreement to insure, the party
purchasing the insurance is deemed to have contractually waived its right to pursue the
other party and, therefore, waives the subrogation rights of the insurance company. As a
result, Carson waived his right to sue Ireland, which effectively waived State Farm’s
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subrogation rights to any potential negligence action.

In addition, the court concluded that the State Farm policy only provided coverage
for losses, and it did not provide coverage for breach of contract claims Carson may have
against Ireland. Therefore, any payment made by State Farm to Carson based on a
breach of contract claim was voluntary and outside the scope of the policy.

The judgment was affirmed.
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