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California Appeals Court Rules That Sewer Backup/Overflow Excluded from Coverage 

A recent California case entitled Cardio Diagnostic Imaging, Inc. v. Farmers Insurance Exchange et al (01/10/13) 

Cal.App.2nd found that the water damage exclusion of any loss or damage caused directly or indirectly by …water that 

backs up or overflows from a sewer, drain or sump is unambiguous and excluded under the commercial policy issued 

by Farmers. 

“Farmers insured Cardio under a first-party commercial property insurance policy. The policy includes a water exclusion 

that excludes damages caused directly or indirectly by “(1) Flood, surface water, waves, tides, tidal waves, overflow of 

any body of water, or their spray, all whether driven by wind or not; [¶] (2) Mudslide or mudflow; [¶] (3) Water that backs 

up or overflows from a sewer, drain or sump; or [¶] (4) Water under the ground surface pressing on, or flowing or 

seeping through: [¶] (a) Foundations, walls, floors or paved surfaces; [¶] (b) Basements, whether paved or not; or [¶] (c) 

Doors, windows or other openings.” The exclusion at issue here is number three (Water Exclusion #3). The policy states 

that the exclusion applies “regardless of any other cause or event that contributes concurrently or in any sequence to 

the loss.”” 

This exclusionary language is found in most property policies.  Although Farmers’ insured attempted to argue with the 

Court that the Exclusion # 3 was within a section applying to large-scale disasters and not due to blockages within the 

property itself, the Court did not agree.  The Court apparently did not feel the specific language of the exclusion, 

regardless of the types of exclusions listed around it were material. 

“Looking at the language of Water Exclusion #3, we find it is unambiguous on its face. A lay person would understand it 

to include both water that comes up out of a sewer, drain, or sump (“backs up”) and water that spills over from a sewer, 

drain, or sump (“overflows”) due to a blockage. The language is not reasonably susceptible to the interpretation 

asserted by Cardio because that interpretation can be reached only by ignoring part of the language. Therefore, the 

extrinsic evidence Cardio relies upon to interpret “backs up or overflows” is irrelevant and cannot be used to alter the 

plain meaning of the policy.” 
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Although we find California courts to lean more in the favor of insureds and to give every benefit of doubt to the 

insureds, this case is clearly looking at the policy language specifically as to what is said.  Whether the case is appealed 

to the Supreme Court of California is yet to be determined.  We would recommend that you evaluate your company’s 

specific policy language before following the Appellate Courts latest ruling.  

If you have any questions or issues you want addressed, want to submit a claim or just say hello, please call, fax or E-

mail us at claims@sgdinc.com 
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