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SUMMARY

The California Supreme Court held that, under a standard comprehensive general liability insurance
policy, the insurer's duty to indemnify for sums the insured becomes legally obligated to pay as
damages is limited to money ordered by a court. The duty does not extend to expenses required by an
administrative agency under environmental statutes, including CERCLA or the Porter-Cologne Water
Quality Control Act. The court affirmed the Court of Appeal's issuance of a writ directing summary
adjudication for the insurers.
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QUESTIONS PRESENTED

1. Whether the duty to indemnify under a standard comprehensive general liability insurance policy for
sums the insured becomes legally obligated to pay as damages is limited to money ordered by a court.

2. Whether that duty to indemnify extends to expenses required by an administrative agency pursuant to an
environmental statute.

3. Whether policy No. LAB 2579 imposed a duty to indemnify Powerine for expenses required by the
Regional Water Boards under the Porter-Cologne Water Quality Control Act.

4. Whether the Court of Appeal properly subjected the summary-adjudication ruling to independent review.

HOLDINGS

1. The insurer's duty to indemnify for all sums that the insured becomes legally obligated to pay as
damages is limited to money ordered by a court.

2. The duty to indemnify does not extend to expenses required by an administrative agency pursuant to an
environmental statute.

3. Policy No. LAB 2579 limited the London Insurers' duty to indemnify Powerine to money ordered by a
court and did not cover expenses required by the Regional Water Boards under the Porter-Cologne Act.

4. An order granting or denying summary adjudication is subject to independent review.

KEY QUOTATIONS

“We shall answer in the affirmative. We shall go on to conclude that the duty does not extend to any expenses
required by an administrative agency pursuant to an environmental statute.” (24 Cal. 4th at 945-946)

“Consequently, the insurer's duty to indemnify the insured for "all sums that the insured becomes legally
obligated to pay as damages" is limited to money ordered by a court.” (24 Cal. 4th at 968)

“It does not extend to all sums, or even any sum, that the insured becomes legally obligated to pay other than
as damages.” (24 Cal. 4th at 969)

“We cannot, and will not, act as if it did not.” (24 Cal. 4th at 971)



FACTUAL BACKGROUND

Powerine Oil Company operated an oil refinery and related petroleum businesses in California and other western
states before financial difficulties led to bankruptcy and cessation of refinery operations. The EPA initiated
CERCLA proceedings concerning contaminated Superfund sites, and California Regional Water Quality Control
Boards issued cleanup and abatement orders under the Porter-Cologne Water Quality Control Act. Powerine
sought indemnification from its comprehensive general liability insurers for expenses required by those
administrative environmental proceedings.

PROCEDURAL HISTORY

Powerine sought declaratory relief and damages against its insurers arising from environmental cleanup and
abatement proceedings conducted by the EPA and California Regional Water Quality Control Boards. The
superior court granted summary adjudication on the duty to defend but denied summary adjudication on the duty
to indemnify, concluding that indemnity could extend to expenses required by an administrative agency. The
Court of Appeal ordered the superior court to grant summary adjudication for the insurers. The Supreme Court
of California affirmed.

DISPOSITION

affirmed

REMAND INSTRUCTIONS

The superior court was required to vacate its order denying summary adjudication on the duty to indemnify and
enter an order granting summary adjudication for the London Insurers.
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