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SUMMARY

The Maryland Court of Appeals held that the household exclusion in the primary automobile insurance

policy did not apply to the excess coverage section of the insured's umbrella policy because the

umbrella policy did not contain a follow-form clause. The court further held that settlements paid to

other claimants arising from the same accident exhausted the primary policy's per-accident limits,

triggering excess coverage for the petitioner's judgment. The court reversed the Court of Special

Appeals and held that the petitioner was entitled to recover the judgment, post-judgment interest, and

costs.
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QUESTIONS PRESENTED

1. Whether settlements arising from the same occurrence count toward exhaustion of the primary policy's

$500,000 per-occurrence limit.

2. Whether the excess-coverage section of the umbrella policy incorporated the primary policy's household

exclusion through a follow-form provision.

3. Whether, after exhaustion of the primary policy limits, the umbrella policy's excess coverage applied to
Veronica Megonnell's judgment.

4. Whether Veronica Megonnell was entitled to attorney's fees in the declaratory-judgment action.

HOLDINGS

1. Settlement payments arising from the same occurrence count toward exhaustion of the primary policy's
$500,000 per-occurrence liability limit; the $700,000 settlements with the Anders exhausted that limit.

2. The primary policy's household exclusion did not apply to the umbrella policy's excess-coverage section
because the umbrella policy lacked a conspicuous, clear, and express clause incorporating the primary

policy's exclusions or making the excess coverage follow form.

3. Once the primary policy's per-occurrence limit was exhausted, the remaining settlement amounts and
Veronica Megonnell's $291,000 judgment were covered by the umbrella policy's excess-coverage

section.

4. USAA was not responsible for Veronica Megonnell's attorney's fees in the declaratory-judgment action.

KEY QUOTATIONS

“We hold that, even if "follow form" clauses are appropriate in Maryland in circumstances such as the

present, neither the umbrella policy nor, more specifically, the excess coverage section of the umbrella policy
in the case sub judice contain a "follow form" clause.” (368 Md. 637)

“We hold that the $700,000 settlement sum with the Anders exhausted the $500,000 liability limit of the
primary policy.” (368 Md. 653)

“We hold that in order for the excess coverage to be "follow form" from the primary policy, thereby making
the household exclusion applicable, there would, at the least, need to be a conspicuous, clear and express

clause that incorporated the exclusions of the primary policy into the umbrella policy.” (368 Md. 657-658)

“Petitioner's judgment is to be satisfied under the excess coverage of the umbrella policy.” (368 Md. 658-
659)

FACTUAL BACKGROUND

USAA issued Mr. Megonnell a primary automobile policy with bodily-injury limits of $300,000 per person and

$500,000 per accident, and a $3 million umbrella policy containing basic and excess coverage. The primary



policy contained a household exclusion limiting liability coverage for a family member to the amount required
by Maryland law, while the umbrella policy's excess-coverage section did not expressly contain that exclusion or
a follow-form clause. After a collision caused by Mr. Megonnell, USAA settled claims by the Megonnells'
grandchildren for $700,000 and a jury awarded Veronica Megonnell $291,000. USAA refused to pay the
judgment beyond $20,000, prompting the declaratory-judgment action.

PROCEDURAL HISTORY

After Veronica Megonnell obtained a $291,000 judgment against her husband arising from an automobile
accident, she filed a declaratory-judgment action against USAA seeking indemnification under an umbrella
policy. The Circuit Court for Baltimore County granted her summary judgment and declared that USAA owed
the judgment, interest, and costs. The Court of Special Appeals reversed, holding that the primary policy's
household exclusion precluded excess coverage. The Court of Appeals granted certiorari, reversed the

intermediate appellate court, and remanded with instructions to affirm the circuit court's declaratory judgment.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand to the Court of Special Appeals with instructions to affirm the declaratory judgment of the Circuit Court

for Baltimore County. Costs in the Court of Appeals and Court of Special Appeals were assessed against USAA.
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