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SUMMARY

The Supreme Court of Connecticut considered whether to adopt a common-law exception to the

American rule permitting a prevailing policyholder to recover attorney's fees in a declaratory judgment

action against its insurer absent bad faith. The court declined to recognize a broad insurance exception

and held that fees may be awarded without a contractual or statutory authorization only when the

insurer engaged in bad-faith conduct before or during the litigation. Because the trial court found no

bad faith and identified no statutory or contractual basis for the award, the judgment was reversed and

the case remanded with direction to deny the fee motion.
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The insurer appealed from a trial court judgment awarding the insured
$126,153.50 in attorney's fees incurred in a declaratory judgment
action establishing the existence of insurance coverage. The appeal
was transferred from the Appellate Court to the Supreme Court of

Connecticut.

An award of attorney's fees and the factual predicate supporting the
award are reviewed for abuse of discretion, including whether the trial
court correctly applied the law and reasonably could have reached its

conclusion.
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QUESTIONS PRESENTED

1. Whether Connecticut should adopt a common-law insurance exception to the American rule permitting a
policyholder that prevails against its insurer in a declaratory judgment action to recover attorney's fees

absent insurer bad faith.

2. Whether the trial court improperly awarded attorney's fees where there was no statutory or contractual

authorization and no finding of bad faith.

HOLDINGS

1. Connecticut will not adopt a broad common-law exception to the American rule for prevailing
policyholders in insurance coverage declaratory judgment actions. Attorney's fees may be awarded only
when authorized by contract or statute, or when the insurer engaged in bad-faith conduct prior to or

during the litigation.

2. The trial court improperly awarded ACMAT attorney's fees because no statutory or contractual provision
authorized the award and the trial court found that ACMAT failed to prove bad faith.

KEY QUOTATIONS

“The general rule of law known as the American rule is that attorney's fees and ordinary expenses and
burdens of litigation are not allowed to the successful party absent a contractual or statutory exception.”
(702)

“we conclude that, even without an authorizing contractual or statutory provision, a trial court may award
attorney's fees to a policyholder that has prevailed in a declaratory judgment action against its insurance
company only if the policyholder can prove that the insurer has engaged in bad faith conduct prior to or in

the course of the litigation.” (708)

“Thus, because the trial court in the present case found that the plaintiff failed to prove that the defendant had
acted in bad faith, and there is no claim of a statutory or contractual basis for the attorney's fee award, we

conclude that the trial court's award of attorney's fees in this case was improper.” (709)

FACTUAL BACKGROUND

ACMAT, formerly Acoustical Materials Corporation, faced numerous asbestos-related lawsuits arising from
alleged exposure at its workplaces. ACMAT located a certificate of insurance indicating that Greater New York
had issued a products liability and comprehensive general liability policy, but Greater New York denied that the
policy existed and refused to defend ACMAT. After ACMAT prevailed in a declaratory judgment action



establishing the policy's existence and coverage period, the trial court awarded ACMAT attorney's fees incurred

in prosecuting that action.

PROCEDURAL HISTORY

ACMAT initially filed a federal declaratory judgment action, which was dismissed for lack of the amount in
controversy required for diversity jurisdiction. ACMAT then pursued a state declaratory judgment action, and the
trial court declared that Greater New York had issued an applicable insurance policy. The Appellate Court
affirmed that judgment. ACMAT subsequently moved for attorney's fees under Practice Book § 11-21, and the
trial court granted the motion; the Supreme Court reversed the fee award and remanded with instructions to deny
the motion.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The case was remanded with direction to deny ACMAT's motion for attorney's fees.
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