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A. Primary vs. Excess Liability.
1. Whose Coverage is Primary?

The Supreme Court of Connecticut decided in Hertz Corporation v.
Federal Insurance Company, 713 A.2d 820, 1998, that a rental agreement
can shift primary liability to the renter. In this case the shifting language
was included in the SLI denial text where the rental agreement stated that
unless she purchased SLI, her personal auto coverage was primary. The
Supreme Court also rejected the trial court’s notion that Hertz’s self-
insurance was not “other insurance” as defined in the omnibus insurance
statute. This conclusion was followed in Farmers Texas County Mutual v.
Hertz, 282 Conn. 535 (Supreme Court of Conn., May 22, 2007), where the
rental agreement stated that unless the renter purchased SLI, the renter’s
insurance would be primary.

2. Vicarious Liability.

Until August 2005 Connecticut was a vicarious liability state in which
the titled owner of every vehicle was liable in an unlimited amount
regardless of fault for all damage caused by the vehicle. Conn. General
Statutes § 14-154a. However, effective August 10, 2005 Connecticut’s
vicarious liability law was overridden by the Graves Amendment to the
Federal Highway Bill, H.R. 3, codified at 49 U.S.C. § 30106, which states:

An owner of a motor vehicle that rents or leases the vehicle
to a person shall not be liable under the law of any State or
political subdivision thereof, by reason of being the owner
of the vehicle, for harm to persons or property that results
or arises out of the use, operation, or possession of the
vehicle during the period of the rental or lease, if: (1) the
owner is engaged in the trade or business of renting or
leasing motor vehicles; and, (2) there is no negligence or
criminal wrongdoing on the part of the owner.

*NEW May 24, 2010%* The Connecticut Supreme Court in
Rodriguez v. Test. 296 Conn. 1, May 4, 2010, held the Graves Amendment
constitutional in all regards. The decision involved a long term vehicle leased
by Chrysler Financial. The Court noted earlier Connecticut trial court
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decisions upholding Graves. The unanimous and lengthy Supreme Court
decision examined Florida, New York and Minnesota cases on the same
subject.

3. Liability Insurance Can Exclude Passengers

Conn. General Statutes § 14-154a allows rental companies to exclude
coverage for renters, authorized drivers and passengers, if so stated in the
rental agreement.

Self-Insured Rental Companies. Conn. General Statutes § 14-154a
does not impose an obligation on rental companies to purchase insurance on
rented vehicles. Following this reasoning, the Court in Infinity Insurance
Group v. Camrac, Inc., 2004 Conn. Super. LEXIS 728, held that a renter’s
liability insurance was primary in a claim brought against a negligent renter.
The rental company, Enterprise, was self-insured, and the Court held that its
self-insurance was not other insurance as that term was intended in the
renter’s personal auto policy.

4. Double and Treble Damages

Prior to October 1, 2003, car rental companies, like every other motor
vehicle owner was subject to a jury finding that the injured third party could
be awarded double or treble damages if the Plaintiff pleaded that his injuries
were caused by another party’s speeding, reckless driving, failing to drive on
the right side of a roadway, crossing a double yellow line, driving the wrong
way on a one-way street, following too close, or driving while intoxicated.
Conn. Gen. Stat. § 14-295.

For civil actions filed October 1, 2003 or later, rental companies are
exempt from double or treble damages. Conn. Gen. Stat. § 14-295.

The multiple damages law does not apply, however, where a
Connecticut resident was injured prior to October 1, 2003 by a rented car in
Florida, and where the law of the state of Florida applied to the loss. Chang
v. Chang, 2004 Conn. Super LEXIS 2349 (Superior Court of Connecticut,
Judicial District of Stamford-Norwalk at Stamford, August 13, 2004).
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5. UM/UI1

A self-insured rental company is not required to proved UM/UI
benefits to renters. Okonkwa v. Camrac, 2004 Conn. Super. LEXIS 2853
(Superior Court of Connecticut, Hartford, September 29, 2004, unreported).
In this Enterprise case the renter signed a rental agreement containing the
usual language waiving PIP, UM/UI and other insurance benefits.

Enterprise argued that as a self-insured short term lessor of the vehicle it was
not required by any Conn. Law to provide any sort of liability insurance to
renters. In addition, the renter declined the option to purchase supplemental
liability insurance. The Court relied on Platcow v. Yasuda Fire & Marine,
59 Conn. App. 47, 755 A.2d 356 (2000).

An insured rental company is required to include UM/UI as part of
liability coverage. In Budnovitch v. Empire Fire & Marine, 2008 Conn.
Super. LEXIS 2983, the driver of a motorcycle rented from a Harley Davidson
franchisee was seriously injured by another motorist whose insurance policy
did not cover all of the Harley renter’s injuries. The renter tried to recover
from Empire—the insurance company that issued a liability policy to the
Harley franchisee. Empire claimed that it had issued a policy without UM/UI
coverage and denied the claim. The Court held that a Connecticut statute
requires every motor vehicle liability policy to include UM/UI coverage and
held against Empire.

6. Negligent Entrustment

Negligent entrustment of a vehicle occurs when there is actual or constructive
knowledge that the person to whom the vehicle is given is incompetent to
operate the vehicle and the injury results from that incompetence. Greely v.
Cunningham, 116 Conn. 515, 520 (1933).

*NEW August 8, 2010** A Connecticut superior Court in an unpublished
opinion gave a thorough review of the duty of a rental company to examine a
prospective renter's driving history. In Chapman v. Herren, New London
Superior Court, June 24, 2010, Ms. Chapman sued Enterprise and the renter, Mr.
Herren. Chapman alleged that Enterprise had negligently entrusted its vehicle to
Herren who had a history of driving offenses. Specifically Chapman alleged that
Enterprise did not review Herren's driving record before allowing him to drive
off. The Court noted that the Connecticut legislature had already
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limited a rental company's duty to the inspection of the validity of renters'
driving licenses, but not beyond that, in Conn. Gen. Stat. 14-153. The Court
was not willing to impose additional duties on rental companies.

*NEW May 24, 2010** In Ellis v. Jarmin, Superior Court of Conn, New
London, December 17, 2009 a Complaint alleging that Enterprise negligently
entrusted a rental car to a renter with prior criminal convictions survived a
motion to dismiss by Enterprise. The renter had outstanding arrest warrants.
Police attempted to stop the rented vehicle; the renter evaded arrest, but
passengers in the vehicle were injured when attempting to hastily exit the
vehicle. An injured passenger brought the suit against Enterprise. The Court
seemed reluctant to allow the case to go forward, but did so under liberal
pleading rules. Enterprise also argued that The Graves Amendment eliminated
its liability for negligent entrustment. That argument was rejected.

In an unreported case a Connecticut Superior Court held that an
allegation in a complaint that the renter had shown no proof of a valid
driver’s license was enough to survive a motion to strike made by Alamo.
The renter was from Germany; he presented only a German identification
card—not a German driver’s license. The defendant, Alamo, was the owner
of the rented car. The Court found that the Complaint alleged fault (negligent
entrustment) by Alamo thereby removing Alamo from the protection of the
Graves Amendment and making Alamo subject to vicarious liability.
Hollings v Alamo Financial, CV085024043S, Superior Court Of
Connecticut, Judicial District Of Hartford, October 7, 2009

There can be no negligent entrustment when an employee of an auto
dealer without the permission of the dealer takes a dealer plate, affixes it to
his personal vehicle and injures a third party. Negligent entrustment
requires the knowing loan of a vehicle to another. Benning v. Spain, 2008
Conn. Super. LEXIS 445 (February 25, 2008).

The fact that the rental company knew that the renter did not have
personal auto insurance would not support a claim of negligent entrustment.
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Becher v. We Rent Minivans, 2009 Conn. Super LEXIS 437 (Superior
Court of CT, Waterbury February 2009).

7. Failure to Inquire of the Renter’s Insurance

A claim of negligence on the part of the rental company for failing to
inquire whether or not the renter had liability insurance withstood a Motion
to Strike in Whiston v. Curry, 2007 Conn. Super LEXIS 9 (Superior Court of
Ct., Hartford, 2007).

8. SLI Exclusions—Validity

An exclusion in a supplemental liability policy issued by Empire for
driving while intoxicated was upheld on motion for summary judgment in
Empire Fire & Marine v. Lang, 2009 U.S. Dist. LEXIS 83958 (U.S.
District Court for Connecticut, September 15, 2009). The case involved an
Enterprise SLP policy. At the time of the loss the renter’s daughter (named
in the rental agreement as an authorized driver) was driving while
intoxicated. Suit was brought against both the renter and his daughter. The
Court had difficulty interpreting the exclusion because definitions of
“insured” in the policy failed to match the facts. This opinion should be read
by underwriters.

B. Collision Damage Waivers

Vehicle rental companies in Connecticut offering Collision Damage
Waivers are subject to Conn. Gen. Stat. §14-15b. The statute applies to
rentals of private passenger vehicles—defined as automobiles, station
wagons, campers, 15-passenger vans, SUVs, and trucks with a load capacity
of 1,500 pounds or less registered as private passenger vehicles. §74-15b
does not apply to motorcycles.

1. The Rental Agreement.

If the vehicle rental company offers a damage waiver, Conn. Gen.
Stat. §14-15b states that the rental agreement must disclose: (1) that a
Connecticut personal auto policy may cover damage to rented vehicles; and,
(2) the annualized rate for CDW. The annualized rate is the daily rate the
rental company charges times 365. The rental agreement must detail the full

© Law Publishers, LLC 2010 7
Rockville, MD



Claims Involving Rented Vehicles Connecticut

extent of the collision coverage, i.e., the circumstances by which the waiver
can be voided must be detailed in the rental agreement.

A sample of such a disclosure follows:

This contract offers, for an additional charge, an optional collision
damage waiver to cover your responsibility for damage to the
rented vehicle. If you have a personal auto policy that was issued
in Connecticut, it may cover collision, fire and theft damage to the
rented vehicle, and personal injury you caused while using the
rental vehicle. You should determine the extent of your coverage
under your personal auto policy before deciding whether to
purchase collision damage waiver. If you purchase collision
damage waiver, it will not protect you if you commit any of the
acts listed in the Collision Damage Waiver section of the reverse
side of this agreement.

The daily cost of collision damage waiver is: . The
annualized rate of collision damage waiver is:

2. Exclusion for Hitting Overpass May Not be Upheld

A trial Court in New Haven found that slamming a renter’s credit card
for damage caused by hitting an overpass in a rented truck was
unconscionable where the renter purchased a damage waiver, even though
the damage waiver contained a provision voiding the waiver if the vehicle
was used “to drive in or through a structure where there is insufficient
clearance, whether of height or width.” Votto v. American Car Rental, Inc.,
2003 Conn. Super. LEXIS 643 (March 6, 2003, unpublished and subject to
appeal). The Court criticized the size of type on the reverse of the rental
agreement as being less than 1/16 inch in size, and it criticized the language
of the waiver on the face of the agreement. The Court further found the
rental agreement to be a contract of adhesion—one in which the customer
has no bargaining power—and found that the rental company’s attempt to
limit its waiver to exclude damage caused when driving through an overpass
was unconscionable. The result was that the Court ordered all charges to the
customer’s credit card reversed and ordered the rental company to pay the
customer’s legal fees.
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The Votto case was upheld on appeal to the Supreme Court of
Connecticut in Votto v. American Car Rental, Inc., 2005 Conn. LEXIS 143
(May 5, 2005). The Supreme Court confirmed the finding of the Trial Court
on the Consumer Protection violations (charging damages to the customer’s
credit card without separate authorization, charging more in damages than
the rental company’s own estimate, distributing a phony business card when
the customer complained about the credit card charges) and affirmed the
imposition of treble damages for a total award of $56,000, which included
the customer’s attorney fees.

3. Partial Damage Waivers Not Permitted.

Because Connecticut defines damage waivers as waivers covering
"any claims" for "any damages," it appears that partial damage waivers are
not permitted. Conn. Gen. Stat. §14-15b. 1f the renter purchased a damage
waiver that did not cover all damage to the vehicle, the rental agreement
may be rescinded. Conn. Gen. Stat. §§14-15b, 42-110g.

4. CDW Must Be Optional.

The purchase of a damage waiver cannot be a condition of the rental.
Conn. Gen. Stat. §14-15b.

C. Physical Damage, Theft, Vandalism and Loss of Use.
1. Recovery of Physical Damage Not Regulated.

Connecticut does not limit the amount a rental company may recover
for physical damage to the rented vehicle. The terms of the rental agreement
will control.

Slamming a renter’s credit card for physical damage done to a rented
vehicle by an unauthorized driver who took the vehicle without the renter’s
permission is a violation of the state consumer protection act. Ruffin v.
Acme Rent-A-Car 2002 Conn. Super. LEXIS 1311, April 18, 2002. See

also, the Votto case in B8, above.
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2. Loss of Use; Administrative Fees.

Loss of use is a common law right of every owner of damaged
personal property. When personal property such as a motor vehicle is
damaged, the owner loses rights of use during the repair or replacement
period. When a rental company vehicle is damaged the owner loses the right
to see and touch it, display it for rental, display it for sale, the right to sell it,
the right to use it for other business purposes—such as shuttling or delivering
vehicles, or using it as employee transportation. It does not matter that other
vehicles are available; the point is that the damaged
Vehicle is not present.

Loss of use may be recovered for damage to a rental vehicle for the
period necessary for the vehicle to be repaired. Anderson v. Gengras
Motors, 109 A.2d 502 (Conn. 1954).

3. Diminished Value.

Diminished value is the difference between the pre-accident value of
a vehicle and its value after repairs.

In finding for the owner of a damaged vehicle, the Supreme Court of
Connecticut held that where the injury to the vehicle is less than a complete
loss, the measure of damages is the difference in value of the vehicle before
and after the loss. In this case, the simple cost of repairs was not the
appropriate measure of damages, the court held, because the repair of the
vehicle to a “good and sound” state was not the equivalent of restoring the
vehicle to substantially the same condition the vehicle was in prior to the
accident. Therefore, the appeals court held, the trial court was correct in
awarding the owner the full difference between the value of the vehicle
before and after the loss. Littlejohn v. Elionsky, 36 A.2d 52 (1944).

D. Authorized Driver/Permissive User Issues.

Connecticut law does not define "authorized driver." Therefore, only
those individuals listed on the rental agreement should be authorized to drive
the Vehicle. A rental agreement that lacks an adequate definition of
authorized driver cannot form the evidentiary basis for a motion for
summary judgment on the grounds that a rental vehicle was not being driven
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by an authorized driver. Kathryn J. Pocock-Demers v. Christopher Moore,
2001 Conn. Super. LEXIS 2710 (Superior Court of Conn, Judicial District of
New London, September 14, 2001, unreported).

1. Unauthorized Drivers Excluded in Rental Agreement

In Orozco v. Groll 2001 Conn. Super LEXIS 708 (March 13, 2001)
the injured plaintiff argued that the “family car doctrine” should make the
car rental company liable when third party injuries were caused by the
unauthorized son of the renter. The Court, however, followed a line of
Connecticut cases rejecting this reasoning, and found the rental company not
liable for the injuries caused.

Slamming a renter’s credit card for physical damage done to a rented
vehicle by an unauthorized driver who took the vehicle without the renter’s
permission is a violation of the state consumer protection act. Ruffin v.
Acme Rent-A-Car 2002 Conn. Super. LEXIS 1311, April 18, 2002.

A renter’s failure to have liability insurance as required in a rental
agreement will not make the renter an unauthorized driver and thereby
absolve the rental company from becoming vicariously liable. American

International Insurance Company v. Amy Danzer, et al, 2000 Conn. Super.
LEXIS 2066, July 31, 2000.

2. No Emergency Exception for Unauthorized Drivers.

A person driving a rental vehicle because of the illness of the
authorized driver is an unauthorized driver, and therefore a rental company
which limits its liability in its rental contract to authorized drivers is not
liable for the negligence of the unauthorized driver. Rios v. Thrifty Rent-A-
Car System, Inc., 1996 Conn. Super. LEXIS 513, 1996 WL 434285 (Conn.
Super.).

3. An Unlicensed Driver is an Unauthorized Driver

National Car Rental was found not liable for injuries caused by a
renter who failed to inform National that her driver’s license was suspended.
Since her license was suspended, she violated the terms of the rental
contract, which required that she be a validly licensed driver. Baran v.
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Fotjik, 2002 Conn. Super. LEXIS 2722 (Superior Court of Connecticut,
New Britain, August 9, 2002).

E. Loaner Vehicles/Garage Policies vs. PAPs.

1. Loaner Can Be Construed to be a Rental.

In Klimaszewski v. Lewis, 2000 Conn. LEXIS 1431 (May 30, 2000), a
Superior Court Judge held that a jury could find that a loaner transaction
originating at a Toyota dealer was, in fact, a rental. The Court noted that
even though the loaner was free, in the sense that no money changed hands,
a jury could find that there was enough consideration on which to found a
contract. The consideration in this case could have been that the dealer gave
the loaner to the customer in exchange for the right to repair the customer’s
vehicle. A finding that the transaction was a rental could make the dealer
primarily liable because Connecticut is a vicarious liability state.

2. Insurance Coverage for Loaners.

Insurance coverage for loaner cars is governed by statute. Conn. Gen.
Stat. §14-60 states that a dealer may not loan a vehicle for a test drive or as a
temporary replacement for a vehicle being repaired unless the customer
gives proof of insurance. §74-60 also declares that the customer’s insurance
will be primary, and the dealer’s policy will be excess. See Slossar v.
Roxanna Taylor, 305 A.2d 289 (Superior Court of Connecticut, 1972). A
dealer’s failure to inquire about whether or not a test driver has insurance
will not negate the fact that the demo driver’s insurance is primary. Berube
v. M& G Imports, Inc., 2005 Conn. Super. LEXIS 370, (Superior Court of
Conn., New Britain, Feb. 14, 2005 UNREPORTED).

An Acura dealer who in 2002 allowed a service customer to drive a
vehicle under a document titled “Rental Agreement” was found to have
loaned the vehicle to the customer. The Court, in an unreported case, applied
Conn. Gen. Stat. §14-60 and found the driver’s liability insurance primary
for among other reasons that the customer was not charged for the rental, and
that the parties testified that the transaction was, in fact, a loaner.
Saglimbene v. Bagdady, 2005 Conn. Super. LEXIS 2614 (Superior Court of
Connecticut, September 30, 2005). If the transaction had been deemed a
rental the Acura dealer would have been vicariously liable.
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F. Minimum Liability Insurance Requirements

The minimum required liability coverage is 20/40/10. Conn. Gen.
Stat. §§ 14-112, 38a-335.

G. Claims Settlement Practices

1. Unfair Practices

The state of Connecticut does not allow a vehicle rental company to
have a private right of action against a renter’s insurance company for
violations of the state’s unfair claims settlement act. Conn. Gen. Stat. § 38a-
816; Hipsky v. Alistate Ins. Co., 304 F. Supp. 2d 284 (2004).

2. Collection Agency License Requirement.

Connecticut requires agencies collecting debts on behalf of third
parties to have a license in order to operate. Additionally, Connecticut
requires a collection agency to purchase a bond in the amount of $5,000.
Conn. Gen. Stat. § 36a-801.

The Supreme Court of Idaho in PURCO Fleet Services v. Idaho State
Department of Finance, 2004 Ida. LEXIS 85 (April 29, 2004) has ruled that
a TPA may not collect a debt for a rental company against an Idaho resident
unless the TPA is licensed as a collection agency under Idaho law. PURCO
was assigned the claim of a Washington Thrifty licensee against a renter
who damaged a rental vehicle. When PURCO pursued the renter in Idaho
with letters, the renter complained to the State, which brought a case against
PURCO. The Supreme Court ruled that if PURCO was assigned all right,
title and interest under the claim, it would have been suing in its own name
and would not have been required to be licensed as a collection agency.
However, the terms of the assignment between Thrifty and PURCO left
Thrifty the right to sue in its own name, if it came to that. The Court found
that this retention of some rights by Thrifty meant that PURCO did not own
the entire claim against the renter, that it was collecting on behalf of a third
party, and that it had to be licensed as a collection agency.

© Law Publishers, LLC 2010 13
Rockville, MD



	G.      Claims Settlement Practices



