SUPREME COURT OF VERMONT

Travelers Indemnity Co. of America v. Deguise

2006 VT 87, 180 Vt. 214 (2006) - Decided August 18, 2006

SUMMARY

The Vermont Supreme Court held that tenants were not implied coinsureds under their landlord’s fire

insurance policy and therefore could be pursued by the insurer in subrogation for negligently caused

fire damage. The court concluded that the lease’s reference to insurance premiums did not overcome

express provisions making tenants responsible for damage caused by their negligence. A dissent would

have found an implied agreement that the landlord’s insurance benefited the tenants and barred

subrogation.
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affirmed

Appeal from the superior court's grant of summary judgment to the
insurer in a subrogation action and denial of the tenants' cross-motion

for summary judgment.

Summary judgment is reviewed de novo under the same standard
applied by the trial court; it is appropriate when undisputed facts

demonstrate that a party is entitled to judgment as a matter of law.
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QUESTIONS PRESENTED

1. Whether the tenants were implied coinsureds under the landlord's fire insurance policy and therefore
protected from the insurer's subrogation claim.

2. Whether the lease, considered as a whole, demonstrated an intent or reasonable expectation that the
landlord's insurance would benefit the tenants or relieve them of liability for negligently caused fire

damage.

3. Whether public-policy and equitable considerations concerning the tenants' income and bargaining

power barred the insurer's subrogation claim.

HOLDINGS

1. The tenants were not implied coinsureds under the landlord's fire insurance policy because the lease,
considered as a whole, did not establish that the landlord intended to insure for the tenants' mutual

benefit or waive recovery for negligently caused damage.

2. Public-policy and equitable considerations did not override the express terms of the lease or defeat
subrogation on this record.

3. Summary judgment for the insurer was proper because the material facts were undisputed and the

insurer was entitled to judgment as a matter of law.

KEY QUOTATIONS

“the mere mention of insurance in the “Hazards” provision of the lease is insufficient to overcome other
express provisions in the lease that clearly outline tenants’ responsibility to pay for damages caused by their
negligence.” (180 Vt. at 217-218)

“It is the role of courts to enforce the contract the parties made, “‘not one we wish they made.’”” (180 Vt. at
220)

FACTUAL BACKGROUND

The tenants leased an apartment from Northgate Housing Limited Partnership under a written lease. They
admitted that they emptied smoldering material from an ashtray into a trash can or wastebasket, causing a fire
that damaged the apartment. The landlord submitted a claim under its fire insurance policy, and Travelers paid
$10,711.66 for the fire-related property damage.

PROCEDURAL HISTORY

After a fire caused by tenants' negligence, the insurer paid the landlord $10,711.66 under the landlord's fire
insurance policy and brought a subrogation action against the tenants. The superior court granted the insurer
summary judgment, denied the tenants' cross-motion, and entered judgment because negligence and damages

were uncontested. The Vermont Supreme Court affirmed.
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