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SUMMARY

The New York Court of Appeals considers whether the federal Graves Amendment preempts Vehicle
and Traffic Law § 370's requirement that rental car companies provide primary liability insurance
coverage to renters. The Court holds that the primary-coverage requirement is preempted, while the
statute's requirement that rental companies maintain specified minimum insurance remains valid. The
Court affirms the Appellate Division's order and answers the certified question in the affirmative.
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QUESTIONS PRESENTED

1. Whether the Graves Amendment preempts Vehicle and Traffic Law § 370 insofar as § 370, as interpreted
in ELRAC, Inc. v. Ward, requires rental car companies to provide primary liability insurance coverage to
renters up to statutory minimum limits.

2. Whether the Graves Amendment preempts the separate requirement in Vehicle and Traffic Law § 370
that rental car companies carry specified minimum amounts of insurance.

3. Whether the McCarran-Ferguson Act reverse-preempts the Graves Amendment because § 370 regulates
the business of insurance.

HOLDINGS

1. The Graves Amendment preempts Vehicle and Traffic Law § 370 to the extent § 370, as interpreted in
ELRAC, Inc. v. Ward, requires rental car companies to provide primary liability insurance coverage to
renters up to the statutory minimum limits.

2. The Graves Amendment does not preempt Vehicle and Traffic Law § 370's requirement that rental car
companies carry specified minimum amounts of insurance, including insurance required for registering
and operating vehicles.

3. The McCarran-Ferguson Act does not reverse-preempt the Graves Amendment in this case.

KEY QUOTATIONS

“We hold that section 370, insofar as we have interpreted it to require such companies to provide primary
liability insurance coverage to renters (see id.), does not fall within the Graves Amendment's savings clause
and is preempted, but that section 370's requirement that rental car companies carry a specified minimum
amount of insurance is not preempted.” ([*1])

“A consensus emerges from these cases: the Graves Amendment preempts state statutes which, in form or
effect, purport to impose vicarious liability on car rental companies for damages caused solely by their
customer's operation of a rented vehicle, but permits those imposing minimum insurance obligations.” ([*4])

FACTUAL BACKGROUND

In 2019, Second Child rented a truck from Edge Auto, Inc. The rental agreement required the renter to maintain
insurance at least equal to the minimum limits required by the applicable financial-responsibility law, provided
that Edge Auto's liability insurance would be excess to other valid insurance, and required the renter to
indemnify Edge Auto. While an employee of Second Child was driving the truck, it sideswiped another vehicle,
after which the plaintiffs sought to recover property-damage costs up to the statutory minimums.

PROCEDURAL HISTORY

After a truck rented by Second Child was involved in an accident, plaintiffs sought reimbursement for property
damage up to the statutory minimums under Vehicle and Traffic Law § 370. Supreme Court denied plaintiffs'
summary judgment motion, concluding that the Graves Amendment preempted § 370. The Appellate Division
affirmed, holding that the Graves Amendment preempted § 370's primary-insurance requirement but not its
minimum-insurance requirement, and the Court of Appeals affirmed.
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