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SUMMARY

The Pennsylvania Supreme Court considered whether an employer’s liability exclusion in a

commercial umbrella insurance policy barred coverage for claims against additional insured property

owners by an employee of the named insured. The Court held that, where the policy uses both “the

insured” and “any insured,” the employer’s liability exclusion is ambiguous as to whether it applies to

an employee of an insured other than the insured seeking coverage, and the separation-of-insureds

clause reinforces the narrower interpretation. The Court declined to extend the broad construction of

“the insured” adopted in Pennsylvania Manufacturers’ Association Insurance Co. v. AETNA Casualty

& Surety Insurance Co.
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affirmed

Mutual Benefit Insurance Company brought a declaratory judgment
action concerning coverage under an umbrella commercial liability
policy. The Lancaster County Court of Common Pleas granted
summary judgment for Mutual Benefit. The Superior Court reversed
and remanded. The Supreme Court of Pennsylvania affirmed the

Superior Court's order on different grounds.

De novo review of the interpretation and construction of an insurance
policy and the grant or denial of summary judgment.
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QUESTIONS PRESENTED

1. Whether the employer's liability exclusion in the umbrella commercial liability policy barred coverage
for a negligence claim brought by an employee of the named insured against additional insured property

owners who did not employ the injured person.

2. Whether the policy's separation-of-insureds clause altered or reinforced the interpretation of the

employer's liability exclusion.

3. Whether the Superior Court properly treated the property owners as named insureds under the policy.

HOLDINGS

1. The property owners were not named insureds because the policy did not identify them as named
insureds on the declarations page or elsewhere; the Superior Court therefore erred in treating them as

named insureds.

2. The employer's liability exclusion was ambiguous and applied only to claims asserted by an employee of
the particular insured against whom the claim was directed. Because the property owners were not

Denovitz's employers, the exclusion did not bar coverage for their claim.

3. A separation-of-insureds clause generally does not negate a clear exclusion, but in this policy it
reinforced the interpretation that the ambiguous phrase 'the insured' referred to the particular insured

against whom the claim was made.

KEY QUOTATIONS

“Rather, we are persuaded that, at least where a commercial general liability policy makes varied use of the
definite and indefinite articles, this, as a general rule, creates an ambiguity relative to the former, such that
“the insured” may be reasonably taken as signifying the particular insured against whom a claim is
asserted.” (*642)

“In summary, we conclude that the employer’s liability exclusion in the umbrella policy is ambiguous.”
(*643)

“Since the Property Owners are not Ms. Denovitz’s employers, the employer’s liability exclusion is
inapplicable.” (*643)

FACTUAL BACKGROUND

Leola Restaurant maintained an umbrella commercial liability policy issued by Mutual Benefit that contained an
employer's liability exclusion and a separation-of-insureds clause. The restaurant leased its premises from

Politsopoulos and Mihalopoulos, and the lease required them to be added as insured parties under the liability



policy; the policy extended coverage to unidentified persons for whom Leola had agreed in writing to provide
insurance. Marina Denovitz, a Leola employee, was injured when she fell from exterior stairs and sued the
property owners for negligent maintenance. Mutual Benefit acknowledged that the property owners were

insureds but denied coverage because Denovitz was an employee of Leola, the named insured.

PROCEDURAL HISTORY

An employee of Leola Restaurant was injured on stairs at property leased from Christos Politsopoulos and
Dionysios Mihalopoulos and sued the property owners for negligence. The property owners sought defense and
indemnification under Leola Restaurant's umbrella policy, but Mutual Benefit invoked the employer's liability
exclusion. The Lancaster County Court of Common Pleas granted Mutual Benefit summary judgment based on
Pennsylvania Manufacturers’ Association Insurance Co. v. Aetna Casualty & Surety Insurance Co. The Superior
Court reversed, and the Supreme Court affirmed, rejecting the Superior Court's treatment of the property owners
as named insureds but reaching the same coverage result on the ground that the exclusion was ambiguous and
did not apply to the property owners.

DISPOSITION

affirmed
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