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SUMMARY

The Supreme Court of Nevada held that an automobile liability insurance policy's exhaustion

provision was ambiguous as to whether the insurer could terminate its duty to defend by depositing the

policy limits with the court. Construing the provision according to the insured's reasonable

expectations, the court held that the insurer's duty to defend continued until it procured a settlement or

the policy limits were used to satisfy a judgment, and affirmed the district court's rulings.
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Benchmark appealed the denial of its motion for summary judgment
concerning whether depositing policy limits terminated its duty to
defend. Sparks appealed the grant of summary judgment to Universal
Underwriters. The Supreme Court of Nevada held that the appeal from
Benchmark's order was properly before it as an appeal from a final

judgment and reviewed the rulings de novo.

The court reviewed the district court's rulings de novo. Contract
interpretation is a question of law reviewed de novo, and summary
judgment is proper when the pleadings and evidence show no genuine
issue of material fact and the moving party is entitled to judgment as a

matter of law.
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QUESTIONS PRESENTED

1. Whether Benchmark's automobile liability policy unambiguously allowed Benchmark to terminate its

duty to defend Sparks by depositing the policy's liability limits with the district court.

2. Whether the district court properly granted Universal summary judgment on the ground that Universal
had no duty to defend or indemnify Sparks.

3. Whether the Supreme Court had appellate jurisdiction over Benchmark's challenge to the denial of

summary judgment.

HOLDINGS

1. The exhaustion provision was ambiguous because, read as a whole, it was reasonably susceptible to an
interpretation under which Benchmark could exhaust its liability only by settling the claim or defending

until a judgment was satisfied, rather than by merely depositing the policy limits with the court.

2. Benchmark's duty to defend continued because it had not procured a settlement on Sparks's behalf and

the policy limits had not been used to satisfy a judgment.

3. Universal properly received summary judgment because Benchmark's continuing duty to defend meant

that any potential duty Universal might have had to indemnify Sparks as a permissive user was not
triggered.

4. Benchmark's appeal was properly before the Supreme Court because the order appealed from constituted
a final judgment under NRAP 3A(b)(1), even though an order denying summary judgment ordinarily is

interlocutory and not independently appealable.

KEY QUOTATIONS

“A district court's order denying summary judgment is an interlocutory decision and is not independently
appealable.” (620)

“The duty to defend is broader than the duty to indemnify.” (621)

“Therefore, we hold that the exhaustion provision in Benchmark's auto liability policy is ambiguous because

it is "reasonably susceptible to more than one interpretation."” (622)

“Because a policyholder in Sparks' position would have reasonably expected Benchmark to defend him until
it had procured a settlement on his behalf or until the policy's limits had been used to satisfy a judgment
entered in his tort lawsuit, the district court properly denied Benchmark's motion for summary judgment, and
we therefore affirm the order of the district court.” (623)



FACTUAL BACKGROUND

Sparks was test-driving a vehicle owned by a Las Vegas car dealership when he was involved in an accident that
killed one person and seriously injured another. The victims and their families sued Sparks and the dealership,
and the potential liability substantially exceeded the $30,000 limit of Sparks's Benchmark automobile liability
policy. Benchmark sought to deposit the policy limits with the district court and argued that the deposit
exhausted its liability and terminated its duty to defend, while Sparks sought alternative coverage from the

dealership's insurer, Universal.

PROCEDURAL HISTORY

After an automobile accident, Benchmark filed an interpleader action seeking to deposit its $30,000 policy limits
and moved for summary judgment declaring that its duty to defend Sparks would end upon deposit of those
limits. The district court permitted the deposit but denied Benchmark's motion, holding that Benchmark's duty to
defend continued. The district court also granted Universal summary judgment, concluding that Universal had
no duty to defend or indemnify Sparks. Benchmark and Sparks appealed, and the Supreme Court affirmed both

rulings.
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