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Petitioner USAA Casualty |Insurance Conpany (USAA) seeks
review of a court of appeals’ decision that its autonobile
policy is anmbiguous with respect to when it can charge an
adj usted premumfor newy acquired vehicles. W hold that the
pol i cy unanbi guously permts USAA to adjust its premumto
reflect a newy acquired vehicle as of the date of acquisition
of the vehicle. Accordingly, we reverse.

| . Facts and Procedural History

In June 1998, Respondents Sean and Gaen Angl um (I nsureds)
obt ai ned an autonobile insurance policy through USAA. At the
time, the policy covered two cars, a 1992 Ford Escort and a 1998
Mazda pi ckup. In Cctober 1998, |nsureds purchased a 1999
Vol kswagen Beetle; in May 2001, Insureds purchased a 2001 Suzuk
Grand Vitara. On each occasion, Insureds notified USAA of their
acquisition within ten to fifteen days. Follow ng each
notification, USAA anended the decl arations page of |nsureds’
policy to include the new vehicle and to reflect an increased
prem um cal cul ated fromthe day after the Insureds acquired each
vehi cl e.

Based on the increase in their premuns, Insureds filed a
proposed cl ass action agai nst USAA for breach of contract,
violation of the Col orado Consuner Protection Act, breach of the
covenant of good faith and fair dealing, and declaratory relief.

In the conplaint, Insureds argued that USAA inproperly charged



additional premuns for newly acquired vehicles fromthe date of
acquisition rather than fromthirty days after the date of
acqui sition.

USAA noved to dism ss the case under CR C. P. 12(b)(5) for
failure to state a claimupon which relief can be granted,
argui ng that the policy unanbi guously permtted the cal cul ation
of premuns fromthe date of acquisition. At Insureds’ request,
the trial court allowed them a reasonable opportunity to conduct
di scovery before considering the nerits of USAA's notion. After
considering the parties’ pleadings and discovery, the trial
court granted USAA's notion to dism ss, holding that the policy
unanbi guously notified Insureds that they would be charged an
additional premumfor newy acquired vehicles cal cul ated from
the date of acquisition. |Insureds appeal ed.

The court of appeals determ ned that “the policy [was]
anbi guous as to the effective date of a change in exposure
resulting fromthe acquisition of a new vehicle.” Anglumyv.

USAA Prop. & Cas. Ins. Co., No. 02CA2583, slip op. at 6 (Colo.

App. Feb. 26, 2004) (selected for official publication).
According to the court of appeals, a reasonabl e policyhol der
coul d have concluded that the “effective date of the change” in
exposure coul d occur either on the date of acquisition or thirty
days fromthe date of acquisition. |d. As a result, the court

of appeal s construed the anbiguity in favor of the Insureds and



reversed the trial court’s decision, holding that USAA had
overcharged I nsureds for thirty days of coverage on each
vehicle. [Id. at 6, 9.

On rehearing, the court of appeals nodified its opinion,
hol di ng that USAA could not charge an additional prem um for
new y acquired vehicles until after receiving notification of
the acquisition or until thirty days after the date of

acqui sition, whichever cane first. Anglumv. USAA Prop. & Cas.

Ins. Co., 101 P.3d 1103, 1107 (Col o. App. 2004). Accordingly,
the court held that USAA overcharged I nsureds for ten days of
coverage (the tinme after acquisition of the new vehicles but
before Insureds notified USAA). See id. at 1104, 1107.

We granted certiorari to determ ne whether USAA's policy is
anbi guous with regard to when USAA can charge a premumon a
newly acquired vehicle.® W conclude that the policy
unanbi guously permts USAA to charge I nsureds an additi onal
premumfromthe date of acquisition. Therefore, we reverse the
court of appeals’ decision and remand with instructions to

reinstate the trial court’s ruling.

1'We granted certiorari on the follow ng issue:
Whet her the court of appeals erred in holding an
aut onobi l e i nsurer cannot adjust its premumto
reflect a newy acquired vehicle as of the date of
acqui sition, but instead nust insure the vehicle at
the original premumrate fromthe date of acquisition
until the date the insured notifies the insurer of the
new vehi cl e.



1. Legal Considerations
The interpretation of an insurance contract is a question

of law that we review de novo. E.g., Cary v. United of Oraha

Life Ins. Co., 108 P.3d 288, 290 (Col o. 2005). |In accordance

wi th general rules of contract interpretation, we construe the
terms of an insurance contract to pronote the intent of the

parties. E.g., Union Ins. Co. v. Houtz, 883 P.2d 1057, 1061

(Col 0. 1994). Accordingly, the policy nust be enforced as

witten unless there is an anbiguity in the policy |anguage.

A policy is anbiguous if it is susceptible onits face to

nmore than one reasonable interpretation. E.g., Cary, 108 P.3d

at 290. In determ ning whether there is an anbiguity in a
policy provision, we evaluate the policy as a whole, using the

general ly accepted neaning of the words enployed. E.g., Houtz,

883 P.2d at 1061. An anbiguity in the policy |anguage is
construed against the drafter and in favor of the insured.
E.g., Cary, 108 P.3d at 290.
[11. Analysis
We begin our analysis with an exam nation of the scope of
USAA' s coverage. The “Definitions” section in USAA s policy
defines “your covered auto” to include “vehicles acquired by

[insured] or a fam |y nenber during the policy period, beginning



on the date [insured] or a faml|ly nenber becones the owner.”
The policy explains in greater detail that:

For such newly acquired vehicles, [USAA] w |
automatically provide the broadest coverage as is
provi ded for any vehicle shown in the Declarations.

| f your policy does not provide Conprehensive and
Col l'i sion coverages, [USAA] w il provide each with a
$250 deductible. However, [USAA] wi |l provide these
coverages for only 30 days after the date you or a
famly menber becones the owner of the vehicle. |If
you wi sh to continue any coverage beyond t he 30-day
period, you must request it prior to the end of the
30-day peri od. 2

This provision, known in the insurance industry as an
automati c coverage cl ause,® establishes that USAA will
automatically cover newy acquired vehicles for up to thirty
days, or until an insured procures pernmanent coverage, whichever
conmes first. Automatic coverage clauses are conmon practice in

the insurance industry, and give insureds buying cars the

2 This language is fromthe USAA policy that was in effect in

Cct ober 1998. The correspondi ng | anguage fromthe policy that

was in effect in May 2001 reads as foll ows:
For such newly acquired vehicles, [USAA] will automatically
provi de the broadest coverages as are provided for any
vehicle shown in the Declarations. |[If your policy does not
provi de Conprehensive and Col |l ision coverages, [USAA] w il
provi de each with a $250 deductible. However, [USAA] w Il
not provide any coverage for nore than 30 days after the
date you or a famly nenber becones the owner of the
vehicle. |If you wish to continue any coverage beyond the
30-day period, you nust request it prior to the end of the
30-day peri od.

3 See 8 Lee R Russ & Thomas F. Segalla, Couch on Insurance §

117:1 (3d ed. Supp. 1997).




conveni ence of having thirty days in which to secure permnent
coverage for a vehicle, rather than having to arrange coverage
before driving the vehicle off the lot. See Russ & Segall a,
supra note 3, at § 117:2. Though courts have not addressed this
specific issue, whether an insurer may charge an adjusted
prem um for automatic coverage of a newly acquired vehicle from
the date of acquisition appears to depend upon the ternms of the

policy involved. Conpare, e.g., Ga. Mut. Ins. Co. v. Criterion

Ins. Co., 206 S.E.2d 88, 90 (Ga. App. 1974)(in a case involving
an i nsurance contract that did not provide for an adjusted
prem um cal cul ated fromthe date of acquisition, “consideration
for the automatic coverage during the 30-day period [was] the

prem um paid on the previously owed vehicle”), with, e.qg.,

Col onial Penn Ins. Co. v. GQuzorek, 690 N E. 2d 664, 669 (in a

case involving an insurance contract that expressly provided for
an adjusted premumfromthe date that the insured purchased a
new car, the insured did not qualify for automatic insurance
where she did not notify the insurer and did not pay an adjusted
premumw thin the specified grace period).

| nsureds note, and USAA concedes, that the policy’s
automatic coverage clause is silent with regard to how t he
addition of a newy acquired vehicle affects the prem um
Rat her, the policy addresses the adjustnent of premuns in a

subsequent section containing “General Provisions”:



CHANGES

A The premumis based on information we have received
fromyou and ot her sources. You agree to cooperate
Wth us in determning if this information is correct
and conplete. You agree that if this information
changes, or is incorrect or inconplete, we nay adjust
your prem uns accordingly during the policy period.

B. |f, during the policy period, the risk exposure
changes for any of the follow ng reasons, the
necessary prem um adjustnents will be made effective
the date of change in exposure. You agree to give us
noti ce of such exposure changes as soon as is
reasonabl y possi bl e.

3. Repl acenent, deletion, or addition of any vehicle.
You nust request coverage for a newy acquired
vehicle within 30 days fromthe date the vehicle is
acquired if you wish to continue any coverage. See
DEFI NI TIONS — your covered auto.?

C. W will make any cal cul ati ons or adjustnents of your
prem um using the applicable rules, rate, and form as
of the effective date of the change.

(underline enphasi s added).

Part A of the “Changes” provision notifies insureds that
USAA may adjust the prem um “during the policy period” if the
information contained in the policy changes. Part B specifies
that if the risk exposure changes, adjustnents to the prem um
are effective the date of change in risk exposure. The

“addition of any vehicle” results in a change in risk exposure.

* The policy lists five additional reasons for a change in risk
exposure, none of which is relevant here.



If an insured acquires a new vehicle, Part B requires the
pol i cyhol der to notify USAA of any changes “as soon as is
reasonably possible,” but also clarifies that the addition of a
vehicle need only be reported within thirty days if the insured
W shes to continue coverage beyond thirty days. Because the
“Changes” provision alludes to automatic coverage, it cross-
references the definition of “your covered auto,” where
automatic coverage is explained in nore detail. Finally, Part C
provi des that an adjustnment of the premumw | be effective the
date of change in risk exposure. In sum the *Changes”
provi si on unanbi guously permts USAA to increase |nsureds’
premumto reflect a newy acquired vehicle as of the date that
| nsureds acquire the vehicle.

| nsureds argue, and the court of appeals agreed, that the
“Changes” provision is anbiguous. In support of this assertion,
I nsureds first argue that the provision is anbi guous because it
does not define the “effective date of the change” in exposure.
However, a termis not anbi guous solely because it is not

defined in the policy. Heller v. Fire Ins. Exch., 800 P.2d

1006, 1009 (Colo. 1990). Here, when read in context, it is
evident that the “effective date of the change” in exposure
refers to the date of change in risk exposure discussed in Part
B. As explained in the definition of “your covered auto,” USAA

becones liable for newy acquired vehicles as soon as the



insured or his famly nmenber becones the owner. It is self-
evi dent that once USAA becones |liable for a newy acquired
vehicle, its risk exposure changes. For exanple, when |nsureds
replaced their 1992 Escort with a brand new Vol kswagen Beetl e,
USAA s risk exposure increased significantly the nmonent | nsureds
becane the owner of the new car. The phrase “effective date of
t he change” in exposure does not make this concept, or the
provision in which it is contained, anbiguous.

| nsureds al so contend that the “covered auto” reference in
t he “Changes” provision introduces anbiguity into the policy
because the definition of “your covered auto” says nothi ng about
adj ustnments of the premumfor additional vehicles. As a
corollary, Insureds note that USAA easily could have provi ded
for an adjusted premumin the definition of “your covered
auto.”

This argunent is contrary to the rules of contract
interpretation, which require us to construe the policy as a

whole. E.g., Houtz, 883 P.2d at 1061. Whether USAA coul d have

provided for an adjusted premiumin the automatic coverage
clause is irrel evant because USAA provided for an adjusted
premumin the “Changes” provision. At the heart of this
argunment, then, is the inplication that the “Changes” provision
and the definition of “your covered auto” conflict on the

subj ect of adjusted premuns. Presumably such conflict arises



fromthe assunption that automatic coverage is sonehow free
coverage. However, the term “automatic” sinply nmeans “marked by
action that is unpreneditated and that arises as a .

consequence of a given set of circunstances.” Wbster’'s Third

New Int’| Dictionary 148 (1986). In this context, automatic

coverage neans that coverage arises as a consequence of the
acquisition of a new vehicle. Nothing about the definition of
“automatic” relates to the cost of coverage or adjusted
prem uns. There is sone overlap between the two provisions
because one of the enunerated reasons for a change in risk
exposure —the addition of a new vehicle —inplicates
notification requirenents set forth in the definition of “your
covered auto.” As a result, the policy necessarily cross-
references the “Definitions” section. Accordingly, the
provi sions neither conflict nor render each other anbi guous.
Finally, Insureds argue, and the court of appeals held,
that the phrase “to continue” in the “Changes” provision and the
definition of “your covered auto,” suggests that “coverage of a
new vehicle is included in the initial premumfor a period of
thirty days after its acquisition.” However, the phrase “to
continue” refers solely to the extension of permanent insurance
coverage after autonmatic coverage ends. It has no bearing on

whet her USAA may charge an adjusted premumfromthe date of

10



acqui sition of the vehicle, and does not render the “Changes”
provi si on anbi guous.

Though we need not | ook beyond the plain | anguage of the
contract to support our conclusion that USAA's policy is
unanbi guous, we note that the interpretati on advocated by
| nsureds and adopted by the court of appeals is inequitable
because it has the effect of punishing those insureds who give
early notification to USAA of newly acquired vehicles.
Furt hernore, because the court of appeals’ holding creates an
incentive for insureds to wait thirty days to notify USAA of
new y acquired vehicles, it renders neaningless the requirenent
that insureds “give [USAA] notice of such exposure changes as
soon as i s reasonably possible.”

Because the “Changes” provision unanbi guously authorizes
USAA to charge an increased premumfor newy acquired vehicles
fromthe date of acquisition, we reverse the court of appeals
and remand with instructions to reinstate the trial court’s

order dism ssing |Insureds’ conplaint.
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