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UNITED STATES DISTRICT COURT
DISTRICT OF MINNESOTA

GRINNELL MUTUAL REINSURANCE Civil No. 14-721QJRT/LIB)
COMPANY,

Plaintiff, MEMORANDUM OPINION

AND ORDER GRANTING
v PLAINTIFF'S MOTION FOR
GENE WENDLAND, SUMMARY JUDGMENT

Defendant.

Ken D. SchueleMdUNLAP & SEEGER, Post Office Box 549, Rochester,
MN 55903, for plaintiff.

Casey W. FideleCHRISTOPHERSON, ANDERSON, PAULSON &

FIDELER, LLP , 509 South Dakota Avenuedbix Falls, SD 57104, for

defendant.

Plaintiff Grinnell Mutual Reinsurance @Ggany (“Grinnell”) brought this action
in federal court, seeking a declaratory judmithat Grinnell does not have a duty or
obligation to defend or indenify Bryan Shelstad, Rand8helstad, Dennis Shelstad,
Renee Shelstad, and the Shelstad Farm Partnership (“the farm partnership”) with respect
to claims arising out of 2010 motor vehicle accidentvolving Bryan Shelstad. The
underlying action is a state lawersonal injury claim. Bryan Shelstad worked for his
uncles, Randy and Dennis Shelstad, éarmhand. On November 25, 2010, Briaad
finished feeding animals at the farm, andsveliving to a milkingfacility on the other

end of the farm. His route crossed annsgetion with U.S. Highway 12. Bryan drove

! The Court will refer to members of telstad family by their first names.
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into the intersection and crashmto another vehicle, senditigat vehicle rolling into a
ditch.

Defendant Gene Wendland (“Wendland”), threver of the vehicle that Bryan hit,
sustained serious injuriesWendland brought suit againsty&n in state court, with
Randy, Dennis, Renee, and the farm partnprakico-defendants. That suit was partially
settled when Bryan’s vehicle liability insr agreed to payVendland the maximum
allowed under Bryan’s policy.Wendland executed Rierringer release with regard to
Bryan. Such a release permits a plainti#.(iWendland) to settiith one of multiple
defendants in a tort action (in this instanBeyan), while reservig a claim against other
tortfeasors. Wendlandlso entered into Miller-Shugart agreement with Randy and
Dennis, under which Randgnd Dennis consented to a judgment for Wendland, but
agreed that any damages shooddpaid by their insurangmlicy. However, Grinnell —
Randy and Dennis’s insurer atite plaintiff in this action seeks a declaratory judgment
that it is not liable under th#iller-Shugart agreement. Grinnell now moves for
summary judgment. Because thler-Shugart agreement is not enforceable against
Grinnell, and because Bryan svaot eligible for coveragender the policy for this

accident, the Court will grant the summary judgment motion.

BACKGROUND
l. FACTUAL BACKGROUND
Brothers Randy and Dennis Shelstad hawe their parents’ farming operation,

largely consisting of milk cowand crops, since the mid-1390(Aff. of Ken D. Schueler



(“Schueler Aff.”), Ex. B (Randy Shelstad Dep.)datFeb. 13, 2019)ocket No. 30.) The
brothers’ nephews, including Bryan Shelstdggan working on the farm — milking,
tending, and feeding cows adding other farm chores from the early 2000s through
2012. (d. at 12-13.) The nephews receivedigbly $4,000 per month and appear to
have been paid as independent contraétdtd. at 16-17.) Bryan would milk cows from
7:00am to 9:30am, then mix dped for the cows, and ertde day by feeding cows at
Randy Shelstad’s other property, a halfermorth of the maimmilking facility. (Id. at
39-44.) He would stop at thatoperty on his way home to Ortonville at the end of the
day. (d.at44.)

On November 25, 2010, Brydimished up work at Raryts northern property, but
returned to the ma facility — varying from his standangattern — to finishup some work
with the cattle at the main facility. (Schuehdt., Ex. A (Bryan Shedtad Dep.) at 51-52,
55; Schueler Aff, Ex. F (Def.’&nswers to Pl.’'s Req. for Admis.).) While driving to the
main facility, Bryan drove ttough the intersection of CogynRoad 77 in Big Stone
County and U.S. Highway 12, negligently caihid with a vehicle being driven by Gene
Wendland. (Schueler Aff., Ex. A at 59-6Am. Compl., Ex. A at 2; Mar. 31, 2014,
Docket No. 4.) Wendland suffered serious injuries. (Am. Conigd. A at 3.) The

accident did not occwon premises owned by Randy or Dennis.

2 Wendland notes that Randy and Dennis diddisxtuss Bryan’s status as an independent
contractor in their depositions, that they appeacetthink of him as an employee, and that they
paid for all expenses and insurance relatethéofarm at which Brya worked. (Wendland’s
Mem. of Law in Opp’n to Mot. for Summ. fWendland Mem.”) at 2-3, Mar. 6, 2015, Docket
No. 33.)



At the time of the accident, Randy andnnis had a Grinnell farm liability policy,
which listed Bryan as an “ddional named insured (limidg.” (Schueler Aff., Ex. C
(John Terpstra Dep. (“TerpatDep.”)) at 52, 57, 7&ee alsdlerpstra Dep., Ex. 1 at 41.)
That policy did not cover motor vehicle liabilitynless at the timef the ‘occurrence’
the involved ‘motor vehicle’ is . . . [b]eingsed by a ‘farm employee’ in the course of
any ‘insured’s’ ‘farming’ opeations and not owned by anyn&ured.” (Terpstra Dep.,
Ex. 2 at 53.) “Insured” uret the policy means “[tlhe Named Insured shown in the
Declarations and, if the Named Insured isratvidual, the spousk# living in the same
household” and “[a]ny Additional Named Insdrehown in the Declarations, and, if the
Additional Named Insured is andividual, the spouse if livimin the same household.”
(Id. at 46, 48.)

Grinnell believed these provisions bareoverage for Randy and Dennis for
Bryan's accident. It determined there wascogerage under the farm liability policy for
Bryan because (1) Bryan was an independentractor and not an employee; (2) Bryan
was done working for the day at the time aof #iccident and it thus did not occur in the
course of his employment; and (3) Bryan wasaweer of the vehicle. (Terpstra Dep. at
76-78.) In early 2012, Grinnedlent multiple letters to Rapdind Dennis, indicating that
there was no coverage for Bryan’s accidant that they wouldhot be defending or
indemnifying Randy and Dennier it. (Aff. of Casey W. Kieler (“Fideler Aff.”), Ex. G,

Mar. 6, 2015, Doket No. 34.)



Il. PROCEDURAL HISTORY

On February 13, 2012, Weland filed a complaint in state court against Bryan,
alleging negligence in the accident, along with an employer vicarious liability claim
against Randy and Randy’s wife. (Am. Comgx. A at 3-4.) Wendland then filed an
amended complaint in March that added thenfaartnership and Dennis as defendants.
(Id. at 7-8.) Bryan eventually reached agreement with Wendland to settle for the
amount of $100,000; the amount Wendlaedeived from Bryan’s North Star Mutual
Insurance policy. That settfeent was memorialized in ®ierringer release and
settlement agreemendéee generallyFrey v. Snelgrove269 N.W.2d 918, 923 (Minn.
1978); Pierringer v. Hogey 124 N.W.2d 106 (Wis. 1963),gsied on December 2, 2013.
(Schueler Aff., Ex. E (Dep. of Gene Wendlafid/endland Dep.”)), Ex. 1 at 81-84.) In
the release, Wendland releasgldclaims against Bryan aragjreed to hold him harmless
and indemnify him for any other relatecichs from other entities or partiedd.(at 81.)
The agreement also expressly reserved W claims against any vicariously liable
parties (e.g., Randy and Dennis).

Prior to signing thd&ierringer release, and with a sumary judgment hearing on
Bryan’s employment status imminentdaa trial pending, Wendland also signeldlider-
Shugartagreement with Randy and DennSee Vang v. Vang90 N.W.2d 647, 650-51
(Minn. Ct. App. 1992) (explaing the difference betweenMiller-Shugart agreement
andPierringer release)see generally Miller v. Shugar316 N.W.2d 729 (Minn. 1982).
In it, the parties agreed ta judgment being entered agst Randy and Dennis of

$520,000; that sum was addition to the other damagéfendland had or would receive:
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$40,000 from his owmo-fault benefits, $100,000 froBryan’s insurance, and $130,000
in personal contributions fr Randy and Dennis. (Am. Compl., Ex. B.) Since Grinnell
had refused to defend or indemnify Raradyd Dennis, that agreement gave Wendland
the opportunity to pursue Rdy and Dennis’s indemnificatm claims against Grinnell
(i.e., the agreement assigned Randg Bennis’s claims to Wendland)ld(at 4-8, 10.)
In it, Wendland also committedot to pursue further his claims against Randy and
Dennis personally, but instead ®e& damages only from Grinnellld) The agreement
was signed on November 26, 2013 and thesstatirt approved it on March 26, 2014.
(Id. at 9; Am. Compl., Ex. C.)The state court awarded Wand $520,000 in damages
against Randy and Dennis, to be pursuedawiaction against Grinnell. (Am. Compl.,
Ex. C.)

Grinnell then commenced this actionfederal court on March 13, 2014, seeking
a declaratory judgment that Grinnell owes duty to defend or indemnify Randy and
Dennis, and that thigliller-Shugartagreement has no force dfeet. (Am. Compl. at 5.)
Grinnell filed this motion for summary judgnteon February 13, 2015Mot for Summ.

J. by Grinnell, Feb. 132015, Docket No. 26.)

DISCUSSION
l. STANDARD OF REVIEW
Summary judgment is appropriate whereréhare no genuine issues of material
fact and the moving party calemonstrate that it is entitléd judgment as a matter of

law. Fed. R. Civ. P. 56(a)A fact is material if it mightffect the outcome of the suit,



and a dispute is genuine if the evidencesush that it could lead a reasonable jury to
return a verdict for either partyAnderson v. Liberty Lobby, Inc477 U.S. 242, 248
(1986). A court considering a motion for summgpnpudgment must view the facts in the
light most favorable to th@on-moving party and give dh party the benefit of all
reasonable inferences to thewn from those factdVlatsushita Elec. Indus. Co. v. Zenith

Radio Corp, 475 U.S. 574, 587 (1986).

I VALIDITY OF MILLER-SHUGART AGREEMENT
Grinnell's first argument in favor of summary judgment is that the state court

judgment adopting théiller-Shugart agreement is not enfaable against Grinnell.
Grinnell's reasoning is as follows: thMdiller-Shugart agreement allowed Wendland to
step into the shoes of Randgd Dennis only as to thgotential indemnification claims
against Grinnell. (Am. Compl., Ex. B @0.) Grinnell's duty to defend and indemnify
Randy and Dennis, however, cedgo exist when Wendlanéleased all claims against
Bryan in thePierringer release because the claims agaiendy and Dennis were solely
based on their vicarious liability as emplayerOnce the claimagainst Bryan were
released — and irrespectigkany language in theierringer release attempting to reserve
claims against vicariously liable parties —teo were any claims against the vicariously
liable Randy and DennisSee, e.g.Kellen v. Mathias519 N.W.2d 218, 222 (Minn. Ct.
App. 1994) (“Although the plaintiff may suand collect the full amount from either
defendant, the vicariously liabldefendant has full rights aidemnification against the

actively negligent party. Because theidrringer] settlement cannot prejudice the



nonsettling party, a settlement cannot attex indemnification ghts of a nonsettling
defendant who is only vicarioysliable. Thus . . . a release of the actively negligent
party also releases the vicaribusiable party.” (citation omitted)j. Consequently,
Grinnell’s duty to defend was also eliminatsthce no claims agast Randy and Dennis
exist to defend, and Wendlahds no claim against Grinnell.

Although the Court finds no cashat is exactly on poifithe Court concludes that
the general case law d?ierringer releases and on the iaqgi on vicarious liability of
releasing an agent demonstrates timathis case, the existence of tAerringer release

renders theMiller-Shugartagreement unenforceable against Grinn8kke, e.g.Pischke

% See alsdHoffmann v. Wiltschecld11 N.W.2d 923, 926 & n.@Vinn. Ct. App. 1987)
(“Since first used in Minnesotat has been recognized that tRerringer release poses the
definite hazard that the claimant who usesrdlease with indemnifi¢eon ‘bars himself’ from
collecting on an award he might otherwisetansb against a nonsettling tortfeasor who has
vicarious liability based on negligence of the settling tortfeasd@ddyth v. Gades788 N.W.2d
701, 707-10 & n.8 (Minn. 2010) (reaffirming the commaw rule “that the riease of the agent
releases the principal from vicarious ligtyil and declining to consider whetherRaerringer
release could expressly reserve claimairagg vicariously liable principalsf;hompson v. Brule
37 F.3d 1297, 1299-1300&Cir. 1994) (stating that “[i]t is wkestablished that the release of
an agent pursuant toRaerringer release extinguishes any claimsvafarious liability against the
principal for the acts of Biagent” and noting thatRierringer release must contain a provision
in which the settling claimant agrees todemnify the settling tortfeasor, otherwise the
agreement does not completely relieve the tortfeasor of liability).

* One case appears at first blush to be simildee Wildman v. K-Mart Corp556
N.w.2d 10, 13-14 (Minn. Ct. App.9B6). That case affirmed a state trial court’s conclusion that
“the Pierringer release of one defendant did not opetateelease the putative insurer of a
nonsettling defendant.1d. But the key distinction is that that case involved an argument that a
Pierringer release protected a co-tortfeasor bism vicarious or imputed liabilitand from
that tortfeasor'sndependent liability. 1d. The court noted that ¢hco-tortfeasor had been
expressly released from imputed liability in tRéerringer release. Id. at 13 n. 3. The
independent liability was separated the claimant could pursueagainst the insurer, due to the
Miller-Shugartagreement she signed with the co-tortfeasgdr. ConsequentlyWildmanis not
relevant because it does natolve the same relationship betwesgreements as in this case
(i.e., claimant seeks recovery from insureriterduty to indemnify employer who is liable only
vicariously for tortfeasor’'s wrongdoing, even though claims against tortfeasor have been released
by Pierringer agreement).



v. Kellen 384 N.W.2d 201, 205 (Minn. Ct. ApA986). Irrespective of the timing of
when the agreements were signeat, of Wendland’s gloss othe parties’ intent in
signing them, the fact remains that Randgl Bennis’s liability to Wadland is solely by
way of their vicarious-liability relatinship to Bryan. By signing thierringer release,
Wendland released Bryan from liability and,turn, released fra liability Randy and
Dennis. That release invalidatesvidler-Shugart agreement that includes a judgment
against Randy and Dennis, since the liabitifytheir agent — and thus the basis of any
liability against them — has been released. Because the judgment against Randy and
Dennis was invalidated, so too is any indemsaiion claim against Grinnell. In sum, the
Court concludes that thRBierringer release renders unenforceable Mier-Shugart
agreement and related judgmagfainst Grinnell. As a rekuthe Court will not reach

the parties’ dispute over the reasonableness dV¥liter-Shugartagreement.

[ll.  INSURANCE POLICY’S APPLIC ABILITY TO THE ACCIDENT

Grinnell also argues, in ¢halternative, that it igntitled to summary judgment
because the language of itsumance policy bars coverage the accident in this case.
Specifically, the policydoes not cover motor vehicle liity “unless at the time of the
‘occurrence’ the involved ‘motor vehicle’ is . [b]eing used by darm employee’ in the
course of any ‘insured’s’ ‘faning’ operations and nobwned by any ‘insured.”

(Terpstra Dep., Ex. 2 at 53.jInsured” under the policyneans “[tjhe Named Insured

® To the extent Wendland relies on the ordethef agreements to demonstrate the intent
of the parties, it is telling that the earlibfiller-Shugart agreement explicitly forecasts the
$100,000 Bryan will pay under his insurance policy (i.e. Riegringer release). (Am. Compl.,
Ex. B at6.)



shown in the Declarations and, if the Nanheslired is an individal, the spouse if living
in the same household” and “[a]ny Additibdamed Insured shown in the Declarations
and, if the Additional Named Insured is emlividual, the spouse lfiving in the same
household.” Id. at 46, 48.)

Grinnell previously found and now arguas summary judgment that there was no
coverage under the farm liability policy fBryan because (1) Bryan was an independent
contractor and not an empks; (2) Bryan was done workjrfor the day at the time of
the accident and it thus did not occur in the course of his empltyand (3) Bryan was
an “insured” and the owner of thehiele. (Terpstra Dep. at 76-78g¢e Auto-Owners
Ins. Co. v. Todd547 N.W.2d 696, 698 (Minn. 1993tating that the insurer bears the
burden of showing that “all parts of the caudeaction fall clearlyoutside the scope of
coverage”).

The parties mainly debate the thirdognd: whether Bryan was an “insured”
driving his own vehicle, antherefore barred from coverag&he parties do not appear
to dispute that Bryan was driving his owrr;dhe key question is whether Bryan was an
“insured” within the scope othat exclusion. Grinnell argues that Bryan was an
“insured,” pointing to the plai language of the policyMinnesota Prop. Ins. v. Slater
673 N.W.2d 194, 196 (MinnCt. App. 2004) (“Provisionsn an insurance policy are
interpreted according to theirgdh meaning, consistent withihat a reasonable person in
the insured’s position would havaderstood the words to mean.”).

Wendland counters that Bryan is not ‘ansured” within the meaning of the

exclusion and is instead just the sort ahfeemployee Randy and Dennis would hope to
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cover with their farm policy, en for motor velale accidents. SeeEng’'g & Constr.
Innovations, Inc. v. L.H. Bolduc C@825 N.W.2d 695, 704 (Minn. 2013) (stating that a
court’s objective, in interpreting a contrags to “ascertain and give effect to the
intentions of the parities as reflected in the terms of the insuring contract”). Wendland’s
primary argument is that, in the declarationgeaf the policy, Brya is described as an
“additional named insure@imited)” and is therefore differerthan the term “additional
named insured” as listed inghdefinition of “insured.” Wedland points to the language
of the policy and to informain gleaned in discovery to qugrt this argument. He notes
that the policy contains a prewn that makes the “insured member of the Grinnell
company with voting poweand that Bryan clearly was ne\gven this powe (Terpstra
Dep., Ex. 2 at 61.) He alsmtes that the policy’s firstndorsement seems to lay out
more limited protections for a lied-type insured like Bryan.Id. at 62.) Finally, he
points to record documents — namely lagghions to changeRandy and Dennis’s
insurance policy — that implityt note a difference between limited insureds and standard
“additional named insureds.” (Fideler Aff., B¥.) At a minimumWendland argues the
term is ambiguous and, as a result, it stidaé construed againgte drafting insurance
company. Jenoff, Inc. v. N.H. Ins. Co558 N.W.2d 260, 262 (Mn. 1997) (noting that
courts resolve ambiguities in corttdanguage against the insure8fate Farm Fire &
Cas. Co. v. ARC Mfg., Incll F. Supp. 3d98B, 904 (D. Minn. 2014{“When an insurer
fails to define a coverage termis not entitled to a strict dimited definition that differs

from the ordinary definition in ordeo avoid providing coverage.”).

-11 -



The Court is not persuadég Wendland’'s arguments and finds that Bryan was an
“insured” who is ineligible forcoverage in this case. Theapl language of the contract,
in its definitions section, statabat “you” or “insured” is [a]ny Additional Named
Insured shown in the Declarations.” (TerpsDep., Ex. 2 at 46 fephasis added).) In
other words, despite Wendldadattempt to distinguish atadditional named insured”
from an “additional named insured (limited)” and to label the latter term ambiguous, the
clear and plain language of the aaat defines “insured” broadly, ey additional
insured that happens to be Idte the policy’s declarationsHere, Bryan is indisputably
an additional named insured, albeit a “limitextie, listed in the polcs declarations. As
a result, under the plain language of the polisgyan is ineligible for coverage in this
case. In sum, becaustee Court finds for Grinnell on bl of its arguments, it will grant

Grinnell’'s motion forsummary judgment.

ORDER
Based on the foregoing, and all thied, records, and proceedings herd¢in]S
HEREBY ORDERED that Grinnell's Motion for Summg Judgment [Docket No. 26]
iIs GRANTED.

LET JUDGMENT BE ENTERED ACCORDINGLY.

DATED: September 30, 2015 dotian. (adin
at Minneapolis, Minnesota. JOHN R. TUNHEIM
Chief Judge

UnitedStateDistrict Court
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