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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

Citizens Insurance Company of the Midwest,

Plaintiff,

V. Case No. 18-cv-10129

Mona BeydounSabah Ali Beydoun, Batool Sean F. Cox

Ali Beydoun, Abdulwali Al-Fakih United States District Court Judge
Defendants.

/

OPINION AND ORDER GRANTING PLAI NTIFF’'S MOTION FOR DEFAULT
JUDGMENT

This is an insurance coverage case. Pfasdeks to declare that it has no duty to defend
or indemnify any Defendant for car accidents occurring on January 6, 2017 or March 17, 2017.
Plaintiff's motion for default judgment is currenthefore the Court. The Clerk of the Court has
entered default as to all Defendants, and no regporthis motion has been filed. For the reasons
below, the Court shall GRANT Plaintiff’s motion for default judgment.

BACKGROUND

On September 6, 2016, Defendant Mona Beydoun applied for car insurance. (D.E. 19,
PagelD 173). She listed four cars, includir@®a6 Chevrolet Cruze, and a 2010 Chevrolet Malibu.
Id. The application also asked her to list “aflidents & dependents (licensed or not) and regular
operators.ld. Under this section, she listed herself and Genua Beytthun.

Based on this application, Plaintiff issued esp@al auto policy to Mona. The policy stated
that “your insurance premium is determined using several criteria, inclutiogsehold Structure

- the number of drivers, the number of cars, thiedoresence of youthful operators in the household

Dockets.Justia.com


https://dockets.justia.com/docket/michigan/miedce/2:2018cv10129/326338/
https://docs.justia.com/cases/federal/district-courts/michigan/miedce/2:2018cv10129/326338/22/
https://dockets.justia.com/

are considered in determining your premium.” (OLB, PagelD 180) (emphasis in original). The
policy listed Mona Beydoun and Genua Beydoun as/éds” and stated “the individuals listed
above are the only drivers for which the policy is rated. If there are other drivers in your household,
please contact your insurance agent.”(D.E. 19, PagelD 190).

The policy also detailed the consequences if the insured engaged in fraud:

We do not provide coverage for any ‘imed” who has made fraudulent statements

or engaged in fraudulent conduct in obtaining or maintaining this policy or in

connection with any accident or loss for which coverage is sought under this policy.
(D.E. 19, PagelD 196).

On January 6, 2017, Defendd@#tool Ali Beydoun allegedly hit Defendant Abdulwali Al-
Fakih while driving the 2016 Chevrolet Cruze. (D18, PagelD 234). Al-Fakih filed suitin Wayne
County Circuit Courtld. During Plaintiff's investigation, it dermined that Batool was a resident
of Mona’s household and the registered owner of the Cruze. (D.E. 19, PagelD 242).

On March 17, 2017, Defendant Sabah Ali Beydoun was involved in an accident while
driving the 2010 Chevrolet Malibu. (D.E. 19, Pagedl). No lawsuit has been filed because of
that accidentld. During Plaintiff's investigation, it determined that Sabah was a resident of Mona’s
household and the registered owner of the Malibu. (D.E. 19, PagelD 242).

On January 2, 2018, Plaintiff cdnded that Mona had made material misrepresentations in
her application for insurance. (D.E. 19, PagelD 241). In sum, Plaintiff identified three
misrepresentations: (1) Mona never informed Rif&ithat Batool was a gdent of her household
or a driver of the 2016 Chevrolet Cruze, (2) Mona never informed Plaintiff that Sabah was a
resident of her household or a driver of 2040 Chevrolet Malibu, (3) Mona did not actually have

an insurable interest in either of the Chevrobetsause her daughters were the registered owners.



(D.E. 19, PagelD 242-243). Plaintiff concluded that “these material misrepresentations impacted
the manner in which this risk was written” and that “the policy premium would have been
significantly increased if there had been disclostitbe time of the application.” (D.E. 19, PagelD
243).

Plaintiff rescinded the insurance policy, and returned $7,617 in premiums.

OnJanuary 11, 2018, Plaintiff filed its complamthis case, seeking a declaratory judgment
that the policy is rescindeab initiobased on Mona’s material misrepresentations and that Plaintiff
has no duty to defend or indemnify any Defendanibaeimburse any cost related to the January
6, 2017 or March 17, 2017 accidents. (D.E. 1, PagelD 13-14)

All plaintiffs were properly served with notice of the complaint. Mona was personally
served. (D.E. 5). Batool and Sabah wenwesd through Mona, a pers of suitable age and
discretion who resides at their residence or usaakpdf abode. (D.E. 4 and D.E. 6). Al-Fakih was
served through Yusif Al-Fakih, a person of suitadge and discretion who resides at his residence
or usual place of abode. (D.E. 7)

ANALYSIS

Rule 55(a) of the Federal Rules of Civil Procedure provides that a default can be entered
against a party for failure to plead or otherwdséend the claim. Becautiee Clerk of the Court
entered a Default against all Defendants, “the well pleaded factual allegations in the Complaint,
except those relating to damages, are taken as Farel"Motor Co. v. Cros441 F.Supp.2d 837,

848 (E.D. Mich. 2006) (citindgntoine v. Atlas Turner, Inc66 F.3d 105, 110-11 (6th Cir. 1995)).
The entry of a default against Defendants “conclusively establishes every factual predicate of a

claim for relief.” See Thomas v. Milled89 F.3d 293, 299 (6th Cir. 2008ge also Brockton Sav.



Bank v. Peat, Marwick, Mitchell & Cor71 F.2d 5, 13 (1st Cir. 1985).

Declaratory relief may be granted through a default judgng&sgMason v. Genisco
Technology Corp 960 F.2d 849, 850 (9thCir. 1992). Wherehare, Plaintiff “seeks declaratory
relief rather than monetary damages, default judgment is appropriate if the well-pleaded allegations
of the complaint establish the plaintiff's right to such relidfdutilus Ins. Co. v. Remac America,
Inc., 956 F.Supp.2d 674, 679 (D.Md. July 9, 2013).

Plaintiff's allegations in its Complaint, whicre deemed admitted, establish that Plaintiff
is entitled to a declaration that Mona Beydoun'’s policy is atidnito and that it has no duty to
defend or indemnify any Defendamtto reimburse any cost reldt® the January 6, 2017 or March
17, 2017 accidents.

An insurance policy is a contract-ragreement between two parti®cGuirk Sand &
Gravel, Inc. v. Meridian Mut. Ins. Ca&220 Mich.App. 347, 353, 559 N.W.2d 93 (Mich.App.1996)
(quotingAuto—Owners Ins. Co. v. Churchma#0 Mich. 560, 566—67, 489 N.W.2d 431 (1992))
Generally, “[flraud in the inducement to enter a cacttrenders the contract voidable at the option
of the defrauded party..Bazzi v. Sentinel Ins. GdNo. 154442, 2018 WL 3468087 at *9 (Mich.
July 18, 2018) (citing 5A Michigan Civil Jurispruaiee, Contracts, 8§ 44, p. 215). “For that reason,
an insurance policy procuréy fraud may be declared vaadb initio at the option of the insurer.”
Id. (citingDarnell v. Auto-Owners Ins. Cdl42 Mich. App. 1, 9, 369 N.W.2d 243 (1985) (“[w]here
a policy of insurance is procured through the iedis intentional misrepresentation of a material
face in the application for insure@, and the person seeking to atlidhe no-fault benefits is the
same person who procured the policy of insurance through fraud, an insurer may rescind an

insurance policy and declare it vad initio.”))



Here, Plaintiff alleges that Mona “engaged in fraudulent conduct in obtaining and/or
maintaining the subject insurance policy” by failingltsclose all resident relatives and drivers and
by failing to maintain an insurable interest in toeered cars. (D.E. 1, Pagellp Plaintiff alleges
that Mona knew that her misrepresentations were false, and that she made them with the intention
that Plaintiff would act upon them. (D.E. 1, Pag&. Further, Plaintiff alleges that it relied upon
Mona Beydoun’s misrepresentations andssiains in issuing the insurance polily. Because of
Defendants’ default, these allegations are tremdeimitted and Plaintiff has established that Mona
engaged in fraud when obtaining the insurance policy. Thus, Plaintiff is entitled to have the
insurance policy declared voab initio.!

An insurance policy that has been declared \adnitio is “considered to never have
existed.”Bazzj 2018 WL 3468087 at *9. Thus, Plaintiff has no duty to defend, indemnify, or pay
damages or settlements that arise from the relevant car accidents.

CONCLUSION
IT IS HEREBY ORDERED that Plaintiff's Motion for Default Judgment@RANTED.

Accordingly, the Court concludes that (1) timsurance policy issued by Citizens Insurance

YIn its Complaint, Plaintiff seeks a declaration that the policy is “rescialexiitio.”
However, Al-Fakih’s status as a third-party to the policy complicates Plaintiff's request for
rescission. “[F]raud in the application for insurance [does not] imbue an insurer with an absolute
right to rescission of the policy with respect to third partiBs?zj 2018 WL 3468087 at *10.
To rescind the policy, Plaintiff needs to show that rescission between it and Al-Fakih is available
as an equitable remedyee id. (‘Accordingly, although the policy between Sentinel and the
insured, Mimo Investment, is voab initodue to the fraudulent manner in which it was
acquired, the trial court must now determine whether, in its discretion, rescission of the
insurance policy is available as between Sentinel and [injured, third-party driver].” Based on the
Complaint’s factual allegations, this Court is unable to make that determination, and thus, it is
not clear that Plaintiff is entitled to a declaration that the policy is “resciall@aitio.”
However, Plaintiff is clearly entitled to a declaration that the policy is “abithitio.”



Company of the Midwest to Mona Beydoun, assigned policy number 82 A6H D032820,abvoid
inito; (2) Citizens Insurance Company of the Mast has no duty to defd or indemnify any
Defendant, or to reimburse any Defendant for defensts, including interest and attorney fees, in
connection with any claim, lawsuit, or cause df@tarising out of the motor vehicle accident that
occurred on or about January 6, 2017; (3) Citizessrance Company of the Midwest has no duty
to pay any damages imposed by way of settlemejutdgment against any Defendant arising out
of the motor vehicle accident that occurredosrabout January 6, 2017; (4) Citizens Insurance
Company of the Midwest has no duty to defend or indemnify any Defendant, or to reimburse any
Defendant for defense costs, including interest and attorney fees, in connection with any claim,
lawsuit, or cause of action arising out of the motor vehicle accident that occurred on or about March
17, 2017; and (5) Citizens Insurance CompanthefMidwest has no duty to pay any damages
imposed by way of settlement or judgment against any Defendant arising out of the motor vehicle
accident that occurred on or about March 17, 2017.

The Court will enter a declaratory judgment consistent with this Opinion and Order.

IT IS SO ORDERED.

s/Sean F. Cox

Sean F. Cox
United States District Judge

Dated: September 20, 2018

| hereby certify that a copy of the foregoing document was served upon counsel of record on
September 20, 2018, by electronic and/or ordinary mail.

s/Jennifer McCoy
Case Manager




