
 
 
 
 
 
 
 
 
 
The Honorable Gina M. Raimondo 
Governor, State of Rhode Island 
82 Smith Street 
Providence, RI 02903 
 

Re: Veto Request Rental Car Loss of Use Bill 
  (S 2375 as amended / H 7412 Sub A) 

 
Dear Governor Raimondo: 
 
On behalf of National Association of Mutual Insurance Companies (NAMIC) 1 
members, I am writing urgently to request that you veto Senate Bill 2375 (as 
amended) and House Bill 7412 Sub A.2  
 
Specifically, this bill expands the “unfair claims practices” definition by adding the 
following: 
 

(26) Refusing to compensate a claimant for loss of use of a rental vehicle registered in the 
state of Rhode Island, shall be recognized as an element of damage in a property damage 
liability claim; provided, however, that a claim for loss of use for a rental vehicle shall be 
limited to reasonable and necessary expenses for the time necessary to repair or replace the 
rental vehicle, and shall be paid without regard to fleet utilization or any other requirement.3 

 
NAMIC asks you to weigh the possible negative impacts this legislation may have on 
the State, its insurance policyholders and its overall business community. 
 
First, changing this law sends a message to insurance companies and to the 
broader business community that seemingly conflicts with efforts to improve 
the state’s economic vitality and its reputation for offering an inviting business 
climate. 

 

                                                 
1 NAMIC is the largest property/casualty trade association in the country, with more than 1,400 member companies representing 39 percent 
of the total market.  NAMIC supports regional and local mutual insurance companies on main streets across America as well as many of the 
country’s largest national insurers.  NAMIC member companies serve more than 170 million policyholders and write more than $230 billion 
in annual premiums.  Our members account for 54 percent of homeowners, 43 percent of automobile, and 32 percent of the business 
insurance markets.  Through our advocacy programs we promote public policy solutions that benefit NAMIC member companies and the 
policyholders they serve.  In Rhode Island, NAMIC members write about 50% of the auto insurance market. 
2 Links to the bills follow:   

http://webserver.rilin.state.ri.us/BillText/BillText16/SenateText16/S2375aa.pdf 
http://webserver.rilin.state.ri.us/BillText/BillText16/HouseText16/H7412A.pdf 

3 Note, this language does not relate to coverage for making physical repairs to a damaged vehicle.  Rather, deals with an inability to use (and 
rent) that vehicle while it is being repaired.   

 



Certainty of the legal and regulatory environment is critical to businesses 
presently operating in a jurisdiction as well as to those assessing whether to: 
enter a new jurisdiction, provide new products and services, and/or bring new 
jobs as an employer.  This legislation undermines the initiative to provide for 
an opportunity for lower taxes if an insurer brings jobs to the state. 4  This swift 
legislative action with potentially lasting negative consequences may be a 
disincentive for doing business in the state. 

 
This legislation may add more regulation and cost to the auto insurance 
industry in Rhode Island.  Requiring this claim handling approach seems 
contrary to basic long-standing principles of insurance and, therefore, may call 
into question the predictability and fairness of the overall Rhode Island 
business landscape. 

 
Second, under this legislation many Rhode Island policyholders and insurers 
may be unjustifiably disadvantaged.    
 

This legislation only benefits those in chiefly in the rental business and those 
offering rental cars as ancillary to their primary work (such as an auto body 
shop).  These limited entities would seemingly receive a windfall from this 
legislative change to the detriment of the public at large.   
 
An increase in auto repair claim insurance payouts resulting from a coverage 
mandate for loss of use where no actual harm has occurred may result in 
higher overall insurance payouts and therefore in higher rates.  This appears 
to be a form of redistribution,  unjustly enriching rental entities at the expense 
of Rhode Island auto insurance policyholders.  Claim costs ultimately may be 
spread more broadly to Rhode Island policyholders who receive no benefit.   
 

Third, changing this law appears to ignore several foundational insurance 
concepts.   
 

It is an acceptable practice to require a claimant to show actual monetary loss.  
This legislative language seems to require reimbursement for theoretical loss 
of use (without actual loss of use) because it indicates that the claim “shall be 
paid without regard to fleet utilization or any other requirement.”   
 

Kindly consider an example of a rental entity with a fleet of five cars.  If one 
car may not be used due to an accident, it has four cars still available.  
Even if one of the four remaining cars is rented, three of the cars remain 
unrented and available.  In this situation the rental company would be able 
to meet consumer demand with the remaining fleet.  It should not be 
presumed to be an unfair claim practice for an insurer to ask this 

                                                 
4 Please consider the effort relating to premium tax rate adjustment incentives for creating qualifying Rhode Island jobs (under House Bill 
8058 Sub A and Senate Bill 3012 Sub A). 



commercial entity to provide evidence of a real monetary loss given its 
inability to rent (“use”) the vehicle that was in the accident.   

 
The type of fact pattern addressed by this provision does not appropriately 
belong on a list of things defined as an “unfair claim practice.”  Unfair claim 
settlement practices protect consumers from egregious and inherently 
imbalanced business practices.  Adding this to the list of unfair claim practices 
– without concern for the actual facts of the claim and absent proof of 
monetary damage – may result in windfall benefits and in unjust enrichment 
for the claimant.  A claimant should not be in a better financial position after a 
claim than it would have been if no accident occurred.  No claimant should 
have the opportunity to use the claim indemnity process to generate a profit.   

 
The loss of use payment arrangement as structured under this legislation 
poses a possible moral hazard.   An insurer may serve as a check against this 
moral hazard if not prohibited from being able to ask rental companies for 
proof of consumer demand for the damaged vehicle during the time it is being 
repaired.  Without the ability to request documentation to validate an actual 
monetary loss, it may be difficult to determine whether fraud is occurring.  

 
For the above reasons, NAMIC urges you to veto the bill.  Thank you. 
 
Sincerely, 
 

 
 
Cate Paolino 
Director – State Affairs, Northeast Region 
National Association of Mutual Insurance Companies (NAMIC) 
 
 
Cc:   Elizabeth Dwyer, Deputy Director & Superintendent of Insurance  
 Kevin Gallagher, Deputy Chief of Staff 

Macky McCleary, Director Department of Business Regulation 
Amy Moses, Deputy Counsel 

 Claire Richards, General Counsel 
 Matt Santacroce, Policy Advisor 
  
 


